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ABSTRACT

The purpose of the article to analyze and empirically provethar the COVID-19
pandemic moderates the effect of competence, work motivation, and entrepreneurial
orientation towards the business performance of SMEs. This study applies an
explanarory approach ro explain the causal relationship between variables through the
hypothesis testing. Research data was collected by utilizing a questionnaire distributed
ro 130 SMEs and configured in 44 center groups in the city of Surabaya. Dara analysis
was conducted by Partial Least Square (PLS) approach.” Theresearch finding indicates
thar the COVID-19 pandemic as a moderating variable of the influence between
variables. However, ir turns out thar not all the relationships regarding the COVID-19
pandemic are significant or strengthenig. The empirical findings from the results of
this study indicate thar the COVID-19 pandemic has had a significant effect on
competency, entrepreneurial orientation and business performance, as well as
demonstrating the effect of entrepreneurial orientation on business performance.As for
the effecr of work motivation on entrepreneurial orientation and business
performancehas an insignificant effect

Kcywmds: COVID-I9 Pandemic, Comperence, Work Motivation, Entrepreneurial

Orrentation, and Business Performance

A. INTRODUCTION

The existence of SMEs plays a significant contribution in various aspects
of developments in Indonesia. Several contributions in economic and social
development to the state and society include import substitution, growing exports,
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investment, use of local materials, provision of employment (labor absorption),
and distribution of regional development (Clapham 1991). Data from the
Ministry of Cooperatives and SMEs in 2017 reported that the number of micro-
enterprises in Indonesia was 62,106,900 business units or 98.7% of the rtotal
business units in Indonesia, contributing 36.82% of the national gross domestic
product and were able to absorb a workforce of 107, 232, 992 people or 89.17%
of the total workforce in Indonesia( Kementrian Koperasi dan Usaha Keci dan
Menengah 2018).

The size of the contribution of SMEs to national development, the
performance of SMEs is thus pivotal to be considered. Business performance
refers to a result achieved from the ability for develop new idea and to navigate
new way of observing the problem and opportunity as well as ability of applying
creative solutions to problems and opportunities in order to improve people's
lives (Smith and Chimucheka 2014). In addition, business performance is
influenced by several factors such as the internal and external environment. The
internal environment includes resources, entrepreneurial orientation, and mastery.
Meanwhile, the external factors consist of government policies, market
competition conditions, social conditions and environmental and global economic
changes (Darsono 2015; Munizu 2010).

Human resources serve as an important critical point in business
performance, as the owner of the SME also typically functions as the manager,
who operates the business and organizes people. Thus, managerial competencies
such as planning and organizational skills, administrative management, and
communication skills are required to improve performance. Additonally,
entrepreneurial competence is required by a business when facing competition,
both domestically and internationally (Ng and Kee 2013). Research shows that
competence has a signiﬁcant influence on perfonnance, increases competitive
advantage and as a medium for surviving in a business environment in uncertain
situations and conditions.(Lotunani et al. 2014).

To achieve optimal performance in business, entrepreneurs are
encouraged to work along with high motivation to achieve a special level of
competitiveness within strong competition. Motivation has been perceived as a
change in all people’s energy characterized by the emergence of feelings, initiated
by a response to the existence of a goal. Entrepreneurial motivation from business
creation hence could influence decisions regarding business performance
(Greenberger and Sexton 1988). If entrepreneurs are motivated, they will make
positive choices to do something.
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In the meta-analysis study conducted by Stewart and Roth (2007), the
two scholars highlighted several differences between entrepreneur motivation and
manager motivation. Therefore, entrepreneurial motivation should be underlined
particularly on the personal characteristics of entrepreneurs. Understanding
entrepreneurial motivation deals with analyzing the individual and entrepreneurial
processes behind the creation of new ventures (Naftfziger, Hornsby, and Kuratko
1994).

The internal factor affecting the performance of SMEs includes the
entrepreneurial orientation (Darsono 2015), asa factor that contributes to
business performance improvement. The entrepreneurial orientation of SMEs will
determine the goals or focus of the competitive advantage, in which greater
entrepreneurial orientation of the company generates the company’s ability
make changes and to react quickly towards these changes.

Businesses with a strong entrepreneurial orientation will be more
courageous to face risks by not holding onto past strategies. In a dynamic
environment, entrepreneurial orientation is deemed pivotal for the survival of the
company (Lumpkin & Dess 1996). Entrepreneurial orientation refers to a trait
and characteristic, actualizing innovative ideas into the reality, creatively
accomplished; thereby resulting in the new and different outcomes.
Entreprencurship orientation as a process along with an action-oriented
management style, implements innovation and change as the focus of thought and
behavior (Day, Reynolds, and Lancaster 2006).

Research indicates that performance is significantly influenced by
entrepreneurial orientation.  Prior studies (Isa 2012; Purwanto and
Trihudiyatmanto 2018; Suprihhadi 2013; Zainol and Ayadurai 2010), confirmed
that entrepreneurial orientation however had insignificant effect on the
implications of business performance (Wang and Li-Hua 2010).

Accordingtothe Resource - Based View theory, “resources become the
inputs for the production process of a company that are considered valuable, rare,
non-replicable and non-substitutable resources, and are potental to achieve
competitive advantage and superior performance” (Barney 1991). “This approach
is implemented to study companies based on the two basic assumptions,
including: first, resource diversity” (Penrose 1959) which assumes that “each
company has a different set of productive resource ties; and second, untransferable
resources, which assumes that some of these resources are signiﬁcantl}r expensive

to duplicate or that the supply is inelastic” (Barney 2001 ).
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In essence, the RBV perspective emphasizes the importance of unique
and different resources as a source of competitive advantage (Dollinger 2008;
Rumelt 1984).

One of the external factors that affect the performance and growth of
SMEs emerging since 2019 has been the COVID-19 pandemic, depicting a direct
impact on companies, both for large and small businesses(Ruiz Estrada,
Koutronas, and Lee 2020; Sansa 2020). SMEs, which have been at the forefront
of the economic pillars in Indonesia, were able to survive the shocks of the
economic crisis in the previous 1999s, are expected to be able to survive the
COVID-19 pandemic Crisis.

The implementation impact of Large-Scale Restrictions (PSBB) has
suddenly immobilized the state economic activity, which was evident from the
declining demand; thereby disrupting the supply chains across Indonesia. In the
initial survey, more than 50% of SMEs in Indonesia indicated that they could go
out of business in the next few months after the pandemic in early March 2020,
which would certainl}-' demonstrate a huge impact on the Indonesian economy
(Zulkifli 2020).

Several studies report that the pandemic brings the difficulties for Small
and Medium Enterprises (SMEs) associated with low-income gains affecting the
business operations and sustainability. SMEs experience in terms of shortage of
financial resources becomes the biggest challenges for short-term and long-term
recovery in the COVID-19 situation (Cumbie 2007). However, the business
cycle is required to keep running and exist due to their significant role in
supporting the economy. In currently difficult conditions, it is thus necessary to
foster entreprencurial motivation for SMEs to continuously achieve maximum
results based on all the competencies possessed by business actors. In addition,
SME:s are also required to think outside the box in effort to produce innovations
and improve their business.

Referring to several previous research and existing theories, this paper
aims to empirically analyze, test, and discuss the causal relationship
indicatedemonstrating “the influence of competence and work motivation on
entrepreneurial orientation and business performance moderated by the COVID-
19 pandemic on micro-enterprises at the Tourism Center, Culina:}-' Suraba}-’a
City.”

Islamic Entrepreneurship Development is currently a breakthrough or
such an important step by looking at the current conditions that there are still
many business actors who ignore moral values in Entrepreneurship just pursuing
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worldly gains that are only temporary and ignore the benefits ukhrawinya. One of
the fundamental goals of this phenomenon is used as a research study because as
the development of entrepreneurship theory from relevant Muslim scholars with
current economic phenomena. It is also used as a theoretical study explains a
theory that applies to a phenomenon.Thereforewe will also see how the forms of
entrepreneurship in the perspective of Islamic economics.

B. THEORITICAL
Business Performance

Business perfbrmanceis a result made b}-‘ management on an ongoing
basis, which particularly is the result of the decisions of many individuals based
on the level of achievement or profession of the company in a certain period
(Helfert 1996). The success of business performance is inseparable from the role
of an entrepreneur in conducting his business activities (Lestari 2009). To
become a successful entrepreneur, a strong attitude and behavior as well as a
strong sense of independence are thus essential (As'ad 2012).

The assessment and measurement of business performance is not only
applied asall measure of the organization success within a certain period but also
implemented as input for further improvement of organizational performance.
Business performance is measured by instruments, including: (1)) Qualitative and
quantitative, (2) Financial and non-financial, depending on the need for
measurement. Financial measures, generally financial ratios, consist of: Liquidity
Ratio, Leverage, Activity, Profitability, and Market Value (Sloma 1980).
Meanwhile, the supporting factors for business growth include personality,
management skills, goals, and so forth. The entrepreneur's ability to handle the
business growth is critical when aiming for the company's survival amidst the

accompanying chaotic atmosphere (Lambing and Kuehl 2003).

Competence

Competence refers to the ability possessed by an individual and the
selling value along with the application of creativity and innovation. In essence,
competence refers to an individual characteristic (Fahmi 2014), serving as basic
characteristic of people leading to how to behave, think, adapt to situations, and
survive for along periodoftime. Competency characteristics are indicated as
follows: (a) Motive; (b) Nature; (c) -Selflconcept; and (e) skills [Spencer and
Spencer 2011). Thus, competence is a behavioral dimension that is behind the
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competent performance (Michael and Baron 2010).

Entrepreneurial competence refers to the ability that a person has in the
creation of entrepreneurial activities (Saiman; 2009). The abilities that support
entrepreneurship involye creative and innovative abilitiesin crafting the new and
different, start up, opportunity, risk bearing, idea development and resource
combination (Soegoto 2009). Entrepreneurial competence
comprises knowledge, attitudes and skills connected to  each  other,  further
requiring the train and development to produce the best performance in managing
business.

Motivation

Motivation comprises a person's desire to act (Heller 2011), asaprocess
generating a person's intensity, direction, and continuous effort towards achieving
goals (Robbins 2003). “Motivation involves a series of processes that generate,
direct, and maintain human behavior towards the achievement of goals”.
Therefore, the notion of work motivation becomes an encouragement from within
a person and or from external factors indicated by a series of processes of one's
behavior to achieve organizational goals (Greenberg and Baron 2010).
Furthermore, the elements contained in work motivation include the following
actions such as to: generate, direct, maintain, indicate intensity or intention,

continue, and achieve a goal (Wibowo 2007).

Entrepreneurship Orientation

Entrepreneurship orientation involves the ability of someone engaged in
a business having a mindset with basic characters, suchas action-oriented, modest
thinking, creating opportunities with high discipline, thusimplicitly called as an
entrepreneur  when having an  entrepreneurial orientation (Kasali 2010).
Entreprencurship orientation is performed by someone who has the ability to
creatively think and innovatvely act in order to create opportunities in the
engaged business (Suryana 2010). The main capital of entrepreneurship does not
solely lie in the money-matters, but the belief to win. Often many people are
constrainedby material limitations (such as money, place of business, and
products) to start a business, frequently focusing on boundaries and ending up
from not moving forward. However, there is capital that is not money, which
powerfully affects the success of a business such as, which is the belief to win in
business (Kasali 2010).

Entrepreneurship refers to the process of ~ creating new and  valuable
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matter through the devoted effort and time involving inner strength, financial
capital, social risk along with receiving rewardsintheformof value for moneyand
personal satisfaction. Besides having an independent nature entrepreneurship
refers to a method to stimulate an individual in capitalizing or taking advantage of
opportunities in the organization, by employing creativity (Hisrich, Peters, and

Sepherd 2017).

Resource-Based View Theory (RBV)

RBV  theory explains the importance of resources to provide more
economic advantages to owners with fixed or limited resource ownership. The
strength of the RBV theory lies in its ability to explain the exploitation of
business processes, such as why a company has high performance and competitive
advantage compared to its competitors due to the company uniqueness,
uncommonness, and irreplacable nature by other resources.

RBV theory considers that “the company is a bond of various resources
having a significant effect on the company's competitive advantage and
performance. Companies that have unique resources that cannot be imitated by
other companies will assist the company survival within the competiton. RBV
emphasizes the competitive advantage strategy and the company's internal
resources” (Barney 1991).

Grant (1991) “classifies resources into the six major groups, such as:
tinancial resources, physical resources, human resources, technological resources,
reputation, and organizational resources”. Furthermore, Grant (1999) states that
“the five main dimensions of resource-based strategy include financial sources to
identify the ability of businesses in calculating the funds and income, as well as
the risk of internal loss determined based on the entire product manufacturing
process”."Physical resources sustain the results of business products’ efficiency
and accuracy in determining the expected costs and revenues as an indication of
selling prices to consumers. Meanwhile, human resources are functioned t
achieve the production effectiveness, by giving employees responsibility for
calculating the product costs and revenues during production. Technological
resources are aimed at achieving the effectiveness of manufacturing process and
product development to achieve better quality based on the capabilities. Lastly,
the organization's reputation resources provide good customer relations for the
acceptable product result and supplier confidence in sustainable purchases.

https: / /ejournal radenintan.ac.id/i ndex.php /ikonomika
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Relationship of Competence, Work Motivation to Entrepreneurship Orientation

Zwell (2000) stated that the competency model was differentiated based
on position, level and work function; while level and work function are further
differentiated based on superior or not superior nature, as well as between
partners and superiors. Competence according to level and work function is
employed to distinguish both superior and non-superior nature which includes
competence regarding the ability to influence, to develop other people who are
motivated, to work together, to build focus and to endeavor concern for quality,
result orientation, according to the needs in the related field. The mindset of an
entrepreneur unavoidably includes the problem of consumption; thus, an
entrepreneur is encouraged to be productive and not consumptive

An entrepreneur according to Kasali (2010) is constantly challenged with
risks, uncertainties, and limitations in each arising problem. When action does not
speak louder, it is not impossible that such attitude will lead to a disaster or loss
amidst the constantly changing opportunity. The orientation of an entrepreneur is
often acknowledged as to plan, do, check, and act. This orientation means that an
entrepreneur not only makes plans with various strategies and tactics, but also
implements them until obtaining the supervised and controlled results.

Furthermore, Kasali (2010) pointed out that the strong motivation of an
entrepreneur has been inadequate to solely rely on creative ideas in making
producrs as innovations without an accurate strategy and proper execution. This
notion means that an entrepreneur cannot work alone instead, requiring
supporting ideas initiated from the emergence of ideas to convey the
commercialization stage. In addition, success is determined b}-' numerous things,
one of which is through understanding the character andthe actual position, thus
it is not impossible that success is only a matter of time for entrepreneurs who
really love their work. Most successful entrepreneurs state that the product, no
matter how simple it is, “it must be familiar with”, engaging with a personal touch
of affection. Hence, prior to find a real product or business idea, knowing oneself
and strengthening one entrepreneurial orientation are deemed essential either in
motivating ourselves or employees or subordinates.

Relationship of Competence, Work Motivation to Business Performance
Competence relates to the ability to master skills/expertise in a particular

field, accommodating a person to work appropriately, quickly, regularly, and

responsibly. According to  Robbins & Judge (2008), “ability refers to an

individual's capacity to perform various tasks in a tasked job”. Basically,
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abilities are divided into 2 major groups, including intellectualabilities and
physicalabilities. According to Mangkunegara (2008), psychologically, ability
consists of potential ability (IQ) and reality ability (knowledge + skill), in which
the business actors who have an average 1Q (IQ I10 - 120) with adequate
education and are skillful in accomplishing their work, it willbe easierfor them
to achieve the expected performance.

A person's motivation starts from the needs, desires, and urges to act to
achieve the needs or goals, indicating the strong drive, effort, intensity, and
willingness to sacrifice for the achievement of goals. In this case, stronger drive or
motivation and enthusiasm lead to higher performance. This perspective
is in accordance with the opinion of Mathis and Jackson (2007) asserting that
motivation becomes a desire in a person directing a person to act. Motivation thus
serves as a drive driven b}-‘ goals and rarel}-‘ appears in emptiness.

Opverall, greater motivation would generate stronger efforts to achieve the
goals, involving further attempt to take advantage of the various abilities. As a
result, if a business actor has high ability with high motivation, he would utilize
all his abilities to actualize his ambitions.

Relationship of Entrepreneurial Orientation to Business Performance

Porter (1990) “defines entrepreneurial orientation as a company's benefit
strategy to compete more effectively within  similar marketplace. The
entreprencurial orientation, reflected in an attitude full of innovation,
proactiveness and courage to take risks, is believed to boost the company's
performance”. Wiklund (1999), previously stated that higher entrepreneurial
orientation might lead to the increasing
company's ability to market its products towards better business performance. A
high entrepreneurial orientation is closely related to the main driversof profit in
which an entrepreneur could take advantage and response to opportunities, which
in turn hasapositive effecton business performance. Covin & Slevin (2017) added
that the entrepreneurial orientation of an entrepreneur generates in the increasing
outcome in business performance.

SME:s that seck to improve their company performance are advised to
focus on the two things, such as entrepreneurial orientation and business strategy.
Entreprenecurial orientation relates to
a creative and innovative abilit}-’ used as the basis, tips, and resources to find oppor
tunities for success.
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Relationship of Competence, Work Motivation, and Entrepreneurship
Otientation to Business Petformance modetated by the Covid-I9 Pandemic

The COVID-19 pandemic  becomes a trigger demonstrating the
situation and conditions due to corona virus, widely health and safety, and in all
tields, including the economy and business. The impact, especially related to the
sustainability of the business world such as SMEs, is thus inarguably enormous.
Therefore, in the era of a new normal, new behavior and new habits in running a
business in each SME is encouraged to be performed. As an impact in business,
each SME in Surabaya has navigated its new ways, inherently by complying with
the COVID-I9 health protocol and applicable laws and regulations, involying the
competence and work motivation as well as entrepreneurial orientation to business
performance during the redevelopment process.

Figure I. Research Model

C. METHODOLOGY

This research utilizes an explanatory and causal, by explaining the causal
relationship. The target population includes micro-entrepreneurs in the Culinary
Tourism Center and registered at the Department of Cooperatives and Micro
Enterprises, as amounting to 959 SMEs. The research sample was 130 SMEs,
determined by using the proportional cluster random sampling technique with the
criteria of having a minimum education of Junior High School or its equivalent,
business duration of more than I year and own capirtal used was higher than IDR.
S millions. The datawas collectedbyusing a questionnaire and measured on a
Likert scale to obtain agreement or disagreement with a score of I to 4.
Meanwhile, the unit of analysis applied the Structural Equation Modeling (SEM)
operated through AMOS program. SEM is a multivariate statistical technique
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292 E-mail: ikonomika_submission(@radenintan.ac.id




IKONOMIKA
Volume 7, No 2 (2022)

which s a combination between factor analysis and regression analysis
(correlation), which aims to test relationships - relationships between variables
that exist in a model, both between indicators with the construct, or the
relationship between constructs (Santoso, 2007).

D. RESULT AND DISCUSSION
RESULT
Respondent Profile

Respondents were mostly women comprising by 56.9%, aged 41-50
years by 36.9%, high school education by 43.1%, operating more than 3 years by
77.7%, selling food and beverages as much as 51.5%, issuing own capital more

than IDR 25 million or 46.2%, and the frequency of daily transactions with more
than 60 people or 53.8%.

The structural model is initiated with an evaluation of the structural
goodness of fit which aims to ensure that the developed model is in accordance
with the data (fit). The results of the estimation of the structural model and the
value of the goodness of fit criteria are presented in  the following Fig.2
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Figure 2. Full SEM Model Results (Base Model)
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The calculation results of the goodness of fit index value generated by

the structural model of the SEM base model are presented in Table I as follows:

Table 1
Goodness of Fit Criteria
Goodaess of Fit Catena Model Test Results  Criucal Value
Prcb. Chi-square C,000 =>0,05
- \
Absoluie Fit Tndices o i <200
GFI C710 =090
RMSEA 055 <0,08
) ) T1I (849 >0,95
Incremeenial Fit Indices p— 0,856 > 095
Farsimony Fat Indices AGE] 0,683 >090

descopticn
Pocr jir
Cood fit
Pocr jf
Cond fit

Marginal jir

Marginel jit
Pocr jit

The resules of the structural model suitability test (base model) indicate

that there are several criteria show poor results (poor fit), thus the structural

model can be modified to obtain a better level of model suitability.
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Figure 3. Full SEM Model Results (Modification Model)
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The calculation results of the goodness of fit generated by the structural
modification model of the SEM are illustrated in Table 2 as follows:

Table 2
Goodness of Fit Criteria for SEM Model Modification
Goodness of Fit Criteria Model Test Results  Crtical Value Descrption
Prob. Chr-square 0,070 > 0,05 Good fir
Absolute Fit Indices Ciisin/ DN 1 <200 Gm_dﬁ’
GFI 0,829 > 0,90 Marginal fit
RMSEA 0,047 <0,08 Good fit
. TLI 0,890 > 0,95 Marginal fit
I fal Fit Indices !
e " CFI 0,897 > 0,95 Marginal fit
Parsimony Fit Indices AGFI 0,800 > 0,90 Marginal fir

The results of the structural model suitability test after modification
indicate that all the model suitability criteria have met the requirements (marginal

fit or good tit), turther afﬁrming that the SEM model estimation is good and

acceptable.
Hypothesis Testing
Table 3. Testing Structural Relationships Between Variables
Hy Structural Relationships Estma C.R. P Description
p te valie
Entrepreneurship 2.67 o
ompetence (X1) » Orientation (Y1) 0.256 s 0.007 Significant
Tork motivation Entrepreneurship 2.75 o
(X.z) > Orientation (‘I,]) 0.268 5 0.006 Signihicant
Xi) » Business 0290 1% 0002 Signitic
ompetence (X1) Performance (Y2) . 4 X Significant
Jork motivation Business 3.02 L
(X.z) » Performance (‘Iyz) 0.295 5 0.002 Signibicant
Entrepreneursh .
. . . Business 2.70 L
ip Orientation » Performance (Y:) 0.282 6 0.007 Significant

(Y1)

H}-’porhesis anal}-’sis results:
a. The results of testing the coefficient of the influence of competence on
Entrepreneurship Orientation indicate a significant effect, confirming that
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the first hypothesiswhich statesthat competence has a significanteffecton
entrepreneurial orientation (HI is accepted).

b. The results of testing the coefficient of the effect of work motivation on
Entrepreneurship Orientation indicate a significant effect, denoting that the
second hypothesis which states work motivation has a significant effect on
entrepreneurial orientation (H2 is accepted),

c. The results of testing the coefficientof the influence of competence on
business performance indicate a significant effect, signifying that the third
h}'pothesis which states that competence has a signiﬁcant effect on business
performance (H3 is accepted).

d. The results of testing the coefficient of the effect ofworkmotivationon
business performancealso indicate a significant effect, confirming that the
tourth hypothesis which states workmotivation has a significanteffect on
business performance (H4 isaccepted).

e. Theresults  oftesting  the  coefficient  of  the influence of
EntrepreneurshipOrientationon business perfbrmance also indicate a
significant effect, meaning that the fifth hypothesis which states that
Entrepreneurship Orientationhas a significant effect on business performance
(HS is accepted).

Table 4. Testing the Effect of Moderator Variables
. . Estimat P Descriptio
Hyp. Structural Relationships . CR. value N
XI* Y 3.40 0.00 o
Hs ~ - I 0.229 - I Significant
X2* Y 0.22 082 not
Hr Z 21 0029 7 I significant
XI* Y 2.07 0.03 o
Hs 7 - 5 0255 I 9 Significant
X2* Y .23 021 not
F Z 2 2 ol 6 7 significant
H YI* Y 2.69 0.00 DA
. ~ - > 0.499 > 7 Significant
Keterangan:
XI : Competence ; X2 : work motivation; Y1 : Entrepreneurship Orientation
Y2 : business Performance; Z : Pandemi Covidt19 Pandemic
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a. The effect of the interaction variable XI*Z on Y1 produces a p value <0.05,
with a significant moderating effect, thus H6a is accepted. This result means
that the influence of competence on Entrepreneurship Orientation will be even
stronger with the moderation of the COVID-19 pandemic.

b. The effect of the interaction variable X2¥Z on Y1 resulted in a p value >
0.05 with insignificant moderating effect, thus HG6b is rejected. This resulc
means that the COVID-19 pandemic does not moderate the effect of work
motivation on Entrepreneurship Ortentation.

C. The effect of the interaction variable XI*Z on Y2 resulted in a p value <0.05
with a significant moderating effect, thus Hoc is accepted. This result means
that the influence of competence on business performance will increase with
the moderation of the Covid-19 pandemic.

d. The effect of the interaction variable X2*Z on Y2 resulted in a p value >
0.05 with insignificant moderating effect, thus H6d is rejected. This result
means that the COVID-19 pandemic does not moderate the effect of work
motivation on business performance

e. Theeffect of the YI*Z interaction variable on Y2 resulted in a p value <0.05
with a significant moderating effect, thus H6e is accepted. This result means
that the influence of Entrepreneurship Orientation on business performance
will be even stronger with the moderation of the COVID-19 pandemic

DISCUSSION

The results of the research model that was compiled with a modified
structural equation approach indicated the suitability of the structural equation
model upon modification, where all the criteria for model

Suitability had met the requirements of marginal fit or good fit. Thus
far, the estimation of this structural equation model is stated to be good and
feasible and acceptable, signifying that there is a cause and
effect relationship between the four variables of competence, work motivation,
Entreprencurship Orientation, and business performance which are interconnected
as well as one COVID-19 pandemic variable as a moderating variable between
related variables.
4.1.I The Influence of Competence on Entrepreneurship Orientation.

The proven influence of significant competence on Entrepreneurship

Orientation indicates that SMEs demonstrate the potential selling points and can
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appl}-‘ creativity and innovation, generating a positive attitude towards the
products to be offered to consumers. This indication is marked by the motives
and characteristics of SMEs, selfv—concept and inherent skills when operating the
business. The results of this study are hence consistent with the RBV theory that
the application of the Resource Based View strategy (Barney 1991; Grant 1991)
which emphasizes that optimizing resources and capabilities
to realize innovative ideas into the real business world would create the product
that is new and different. Small businesses and micro businesses will survive in the
competition because ofvchanges in the business environment, onl}-' if the}-’ have the
resources and capabilities (RBV) to create a difference presenting unique
characteristics compared to their competitors.

The Influence of Work Motivation on Entrepreneurship Orientation

Theproven influence of work motivation significantly
on Entrepreneurship Orientation indicates that the work motivation raised by
SMEs s signiﬁcantl}-' enthusiastic to generate, direct, maintain attitude and
behavior in running a business to serve the customers. As an indication that SME
actors inspire themselves, they tend to direct the goals and achievements of the
business they run, by sustaining the viability of their businessand the intensity or
intention to do business in a workable manner.

The results of this study are consistent and  in line with the resource-
based view that contributes to most research on diversification strategies
(Ramanujam & Varadarajan 1989) in the 4 areas. First, the resource-based
approach regards the limitations of diversification growth (through internal
development, mergers, and acquisitions). Second, the resource-based approach
considers important motivations for diversification. Third, the resource-based
approach provides a theoretical perspective for estimating the direction of
diversification. Fourth, the resource-based approach provides a theoretical
rationale for estimating the high performance of certain categories related to
diversification.

Entrepreneurs, who are action-oriented and highly motivated, are willing
to accept risks in achieving their goals. To become a successful entrepreneur,
patterns of attitude, behavior, and views are deemed essential to produce bright
ideas and realize them into real business. Based on the resource-based approach,
the source of sustainable competitive advantage for companies includes resources
that are valuable, rare, uncopiable, and irreplaceable. However, the results of this
study are not in line with the results of an empirical study conducted by
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Purwanto and Trihudiyatmanto (2018) thatin fact, entrepreneurial orientation
has a significant effect towards work motivation.

The Influence of Entrepreneutship Orientation on Business Performance.

The proven influence of Entrepreneurship Orientation is significant on
business performance as a research hypothesis of micro business actors, marking
that the Entrepreneurship Orientation owned by SME:s is indicated by a strong
self-confidence, mitiative driven by an energetic spirit in running business, a high
achievernent motive, a leadership spirit, and risk-taking atticude. SMEs have an
entrepreneurial orientation, proved by the confidence and initiative with
enthusiasm to have a strong will to do business, high aspirations to advance and
develop business, and courage to be different with the spirit in facing challenges
amidst the tight competition.

The results of this study are in line with the RBV theory that resource-
based business management provides an alternative solution for SMEs, as such
management 1s porenrial to create special competencies and to provide strategic
choices to achieve excellence (Barney 2001; Grant 2001). Achieving sustainable
competitive advantage is inseparable from the resource-based view (RBV') which
directs company management to idenrif}r, control,
and develop strategic resources in order to produce oprimal performance [Barne}-‘
2001).

In addition, the results of this stud}-' are in accordance with the results of
empirical studies conducted by M. Isa (2012), Zainol and Selvamar (2010), and
Suprihhadi (2013) denoting that Entrepreneurship
Orientation has a significant effect on business performance, butis notin line
with the results an empirical study conducted by Wang and Li-Hua (2010)
arguing  that  Entrepreneurship  Orientation  had no significant effect on
business performance.

The Influence of Competence on Business Performance

The proven influence of competence significantly on the business
performance of SMEs indicates that SMEs have selling points and are able to
apply creativity and innovation leading to a positive attitude. This indication
relates to the factual form of SMEs which have original motives and traits along
with the inherent skills to operate the business.
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The results of this study are in line with the RBV Theory (Grant 1991)
that resources are considered as inputs that enable companies to conduct their
activities. Internal resources and capabilities determine the strategic choices made
by companies as they compete in their external business environment. The
company's capabilities allow the addition of value to the customer value chain,
develop innovations, or expand into new markets. Furthermore, Grant (1991,
1999) stated that internally, an effort is constantly required to create special
competencies derived from internal capabilities (resource-based theory).

Similarl}-‘, the results of this stud}-' are in line with the results of
empirical studies conducted by Lotunani et al. (2014) and Arifin (2015) which

state that competence has a significant effect on  business performance.

Influence of Work Motivation on Business Performance.

Itis  proven that the influence of work motivation is  significant
onthebusinessperformance of SMEs, proving that entrepreneurs have work
motivation b}-' generating, directing, maintaining attitudes and behavior in running
a business to serve consumers. Indications include a strong response in self-
inspiration by directing the goals and achievements of the business they run,
maintaining the viability of their culinary business, realized by demonstrating the
intention to do business in a sustainable manner.

Entrepreneu:ial motivation refers to a condition that encourages, moves,
and directs the desire of individuals to independently perform the entrepreneurial
activities, believe in themselves, to be future-oriented, take risks, to be creative and
highly appreciative of the desire for innovation, as well as profit oriented.
Entrepreneurial motivation and entrepreneurial intention serve as the main
determinants of success factors in entrepreneurial success. Based on the theory of
Intrinsic and Extrinsic Motivation (Robbins
2003), Intrinsic and Extrinsic Factors are interdependent with
each other. The presence of extrinsic factors will only eliminate job dissatisfaction;
however, it will not provide satisfaction. On the other hand, adequate supply in
Intrinsic Factors will foster inner growth and development leading to higher
productivit}r and perfo rmance.

Intrinsic motivation additionally affects business growth thart arises after
previous failures. In particular, INCrinsic motivation acts as a persistence
mechanism which, along with the learning process associated with accepting
blame for previous failures, generating higher growth in subsequent attempts
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(Kato et al. 2015). This research is in line with the theory proposed by Baldoni
(2011), and Kreitner and Angelo (2010).

The Influence of Competence, Work Motivation, and Entrepreneurship
Orientation on Business Performance Moderated by the COVID-19 Pandemic

Research results related to the COVID-19 pandemic as moderation
indicate that the COVID-19 pandemic moderates the effect of competence on
Entreprencurship Orientation and business performance and moderates the
influence of Entrepreneurship Orientation on business performance. The results
of the study indicate that the COVID-19 pandemic has further strengthened the
relationship between the influence of competence on Entrepreneurship
Orientation and business performance. In contrast, research findings indicate that
the COVID-19 pandemic does not moderate the effect of work motivation on
Entrepreneurship Orientation and business performance.

The COVID-19 pandemic as a moderating variable, both reinforcing
and not reinforcing due to corona virus outbreak has clearly had an impact on
SMEs. This situation is predicted in the next few years and even SMEs believe
that there is no certainty over the end of the COVID-19 pandemic. Therefore,
the activities of SMEs that have been recently conducted are based on the
provisions and laws of health protocols. These provisions however cause the
resulting turnover to fluctuate.

The results of this stud}-' are in line with the COVID-19 pandemic as a
trigger which states that the situation and conditions due to corona virus outbreak
will have an impact not only on human health and safety, but also including all
human activities, such as the economic field. Application of Law number 6 of
2018 concerning Health Quarantine and the Result of the Decree of the
Governor of East Java regarding Large-Scale Social Restrictions (PSBB) for
greater Suraba}-'a City Region, Sidoarjo Regency and Gresik Regency are
influential on the sustainability of SMEs. The research findings are in accordance
with the research of Sansa (2020) and Ruiz Estrada et al (2020) which indicate
that one of the external factors that affect the performance and growth of SMEs
since 2019 is the COVID-19 Pandemic, demonstrating a direct impact on SMEs.

Sharia-based business is a business activity carried out by actors business
(entrepreneur) based on Islamic law. This is of course with Pay attention to the
use of assets and how to obrain proﬁ'ts contrary to the teachings of Islam.
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There are four principles (axios) in Islamic Economics that are
mandatory applied in shariah business, namely:;, Balance or alignment
(Equilibrium), Free Will (Free Will), and Responsibility (Responsibility). First
Tawhid (Unity) Monotheism brings people to acknowledge the oneness of Allah
as the Lord of the universe natural. This has the meaning of the belief that the
whole is in the face of this earth came from Him and will return to Him. Only
God is absolutely true owner of all that He created. So every form of activity
especially those related to muamalah and business, then Humans must be on the
path of existing rules.

Second Balance or alignment (Equilibrium) Balance or alignment is a
concept that shows the presence social justice. Third Free will, namely the
existence of ability or potential possessed humans in choosing a path or taking
various choices, because freedom is not limited. However, it is necessary to pay
close attention and remember that God gave this free will so that humans are in
line with principles the basis of his creation on earth, namely as a caliph. To be
free will chis can go hand in hand between the benefit of personal interests and
the interests of the people. Forth Responsibility is closely related to human
responsibility to Lord for all forms of deeds that they have done and also
responsibility to humans as a society. Because in this case humans are not alone
and bound by the laws they make themselves.

E. CONCLUSION

Competence and work motivation have a significant effect on SME
Entreprencurship Orientation. This result indicates that the consistency of
motives, the nature of the response and physical characteristics, self-concept and
knowledge and skills possessed by business actors affect entrepreneurial
orientation. Self-motivation is thus required to generate, direct, maintain the
attitude and behavior of business actors serving as the cause of entrepreneurial
orientation.

Entrepreneurship Orientation has a significant effect on business
performance. This result signifies that SMEs in performing their activities are
action-oriented, with simple and practical mindset, by pursuing and even creating
opportunities followed by high discipline.

Competence and work motivation have a significant effect on business
performance. Competence relates to the disclosure of clear business objectives,
expecting to provide satisfaction to consumers. Micro-enterprises strongl}-’
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influence through self-motivation to generate, direct, maintain attitude and
behavior.

The COVID-19 pandemic moderates the influence of Competence on
Entreprencurship Orientation on business performance. However, the COVID-
19 pandemic does not moderate the effect of work motivation on
Entreprencurship Orientation and business performance. The moderating role of
COVID-19 pandemic has a significant influence indicating that the moderated
influence relationship is to strengthen the intended influence relationship, while
the moderation of the insignificant influence relationship means to weaken the
influence relationship between the intended variables.

The implementation of entrepreneurship is based on the principle of
justice, value ukhuwah, balance, and not harming others. This implementation is
related to the principles of Islamic economics.
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