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This study aims to find out the role of the dynamic business environment
and the support of the local government in bridging the influence of
entrepreneurial orientation on the performance of SME entrepreneurs,
especially wood-based entrepreneurs in tourist destinations (DTW). The
sample in this study was a respondent group of 200. Determination of
the sample was carried out through un-stratified random proportional
sampling for each group of companies. The research objectives were
analyzed using Smart PLS-30. The results show that the business
environment perfectly mediates the effect of entrepreneurial orientation
on business performance at an alpha level of 5%. While the support of
the local government has a positive and significant mediating effect of
entrepreneurial orientation on business performance at an error rate of
10%, direct entrepreneurial orientation has no significant effect on
business performance.
Key words: Entrepreneurship Orientation, Business Environment, Government
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Introduction
The development of the tourism sector as well as the locomotive of Bali's economic growth
has also had a negative impact as excess tourism development in Bali including: (1) the
capitalization of Bali tourism where the tourism sector and its supporters tend to be dominated
by large capital owners/conglomerates and the low role of local communities. managing
business in the tourism sector and other supporting businesses; (2) income inequality and
tourism growth between southern Bali and northern, western and eastern Bali and the carrying
capacity of southern Bali for heavy loads in providing tourism accommodation and
environmental carrying capacity aspects (Udiyana.et.al 2016), (3) changes in the characteristics
of tourist trips from mass tourism to alternative tourism, tourists have a concern for
environmental conservation, sustainable tourism, populist-based tourism and local wisdom.
(Udiyana.et.al. 2018).
SME development is an alternative implementation strategy to overcome the complexity of the
problem. The strategic position of SMEs is influenced by several factors, namely the existence
of SMEs oriented to empowering local communities to be able to play a role in owning and
managing businesses related to tourism supporting activities supporting tourism destinations,
and can develop the economic potential of rural communities (Udiyana et.al., 2018). Small and
medium enterprises have a very important role in a country's economic growth (Sharma et al.,
2014). The position, potential and role of small and medium enterprises are very strategic in
the effort to realize Indonesia's national development in general and the objectives of economic
development in particular (Suyati and Lestari, 2013). The role of SMEs is in addition to
providing employment and business, as well as increasing state revenues (Zimmerer T.W,
2005). In addition, small and medium enterprises are more able to survive in conditions of
economic crisis, because they have characteristics and utilize local resources in their business
activities. (Widyani et al. 2016).
The empirical study of Azzam Manan, et al. (2012), found that the problem of small and
medium enterprises in Wood Crafts, in tourist destinations in Bali Province, still revolves
around problems: marketing, design, production, and capital. This marketing problem is
overcome by the government, among others by quarrelling 'Inacraft' every year, but this is
constrained because not all artisans can take part in this exhibition. The opportunity to take part
in this exhibition seemed to be non-transparent. In terms of design, actually the factor that is
very beneficial to artisans is the basic natural ability of artisans full of imagination and
creativity is very high but is constrained in the implementation of training is not optimal
because of the limited number of trainers, time and number of trainees are very large. In terms
of production, an obstacle is the availability of raw materials, especially craftsmen to bring in
raw materials from outside Bali. The problem of capital is the high-interest rate on loans,
burdensome for small and medium businesses. To overcome this problem, an entrepreneurial
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orientation of small and medium enterprises is needed, as a more adequate capability resource
to overcome this problem, so that the performance of small-scale business entrepreneurs who
produce wooden handicrafts in tourist destinations can be improved.
The main problems of this study are: 1) the influence of entrepreneurial orientation on the
business environment. 2) the business environment influence on business performance; 3) the
influence of entrepreneurial orientation on business performance; 4) the entrepreneurial
orientation influence on the support of the local government. 5) the influence of government
support on business performance; 6) the influence of entrepreneurial orientation as mediated
by the business environment on business performance; and 7) the influence of entrepreneurial
orientation is mediated by government support for business performance. This research was
applied to small and medium-sized business entrepreneurs from wood handicrafts scattered in
tourist destinations in Bali Province. The purpose of this study is to get answers to research
problems, especially about causality relationships conceptualized in this research. This
information can be recommended as a theoretical basis for the next researcher, and as the
theoretical goal of this research, practicing this research also provides information about how
the condition of small and medium entrepreneurs in tourist destinations is related to the
concepts analyzed. For the government, this will be very useful as a basis for policy making,
so that the implementation of various empowerment programs will be carried out to target and
capable of providing solutions to root problems.
The concept of entrepreneurship must be understood by everyone who does business because
the existence of an entrepreneur will be largely determined by the proportional insight of
entrepreneurship. As a justification for Venkataraman's (1997) statement that
"entrepreneurship involves activities ranging from the discovery, evaluation and exploitation
of opportunities to introducing new products, both goods and services by organizing, marketing
and through various previous management methods, so that the existence of a product or
service previously nothing becomes available to be brought to market. "Some literature
explains that entrepreneurship is a resource of capability in utilizing company resources; which
is recognized as the ability to utilize: personal characteristics, environmental perspectives,
social networks, social capital, financial capital, strategies to deal with business dynamics and
the use of appropriate knowledge infrastructure for the continuity of the business they lead.
(Judge Adnan. 2007; Saiman. 2009).
Whether conducive or not the business environment will greatly determine the life or death of
small and medium enterprises. Therefore, small and medium business entrepreneurs must be
able to analyze the industrial environment in which the company is located. That is, analysis
of the industrial environment is far more important than general environmental analysis. This
is because the strength of the general environment in influencing the performance of small and
medium enterprises is very relative. In other words, if there is a change in the general
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environment, not only economic factors change, but also social, political, legal and
technological structures and all companies in one industry will be affected.
Dess & Beard (1984) determined the dimensions of the business environment are divided into
three domains: 1) soft environment (environmental significance), namely the level of
availability of resources for company growth, the soft environment is measured by three
conceptual scales: production costs, labour availability and level existing competition. 2)
environmental dynamism that is the condition of environmental changes cannot be predicted.
These environmental characteristics are very fast changing, irregular and inaccurate, such as in
terms of information, demand, technology, and competition. The size of environmental
dynamics is measured by the level of the product or service in the process, changes in consumer
tastes and preferences. Environmental complexity (environmental complexity) is the diversity
of the business environment in corporate activities. This is the basis for the uncertainty and
turbulence of the business environment, which is closely related to changes in consumer tastes,
increased competition, technology, and socio-economic issues. The industrial characteristics,
in this case, are the characteristics of small and medium enterprises in tourist destinations.
The government has a very strategic role in achieving the development and growth of
woodcraft SMEs in tourist areas. In this case, the government acts as a motivator, facilitator,
and regulator. As a motivator, the government has a role in providing various facilities to small
and medium enterprises so that they can run their businesses, including government training:
providing assistance, conducting technical guidance, establishing partnerships, providing
funding assistance in the form of soft loans and institutional guarantees growth and
development of small and medium enterprises. As a facilitator, the government has a role to
provide various facilities to provide facilities to small and medium enterprises such as; place
management, integrated business licensing, making handicraft exhibition facilities, making
booths where small and medium business entrepreneurs with cheap rent, facilitate handicraft
trade shows (such as Inacraf) and others. Whereas as a regulator, in this case, the government
acts as policymakers who favour small and medium enterprises, making regulations that protect
the sustainability of small and medium enterprises and protect small and medium enterprises
from trade practices that harm small and medium enterprises.
Business performance is the mecca point where all company activities are directed, the ultimate
goal is to realize the achievement of company goals. Therefore an assessment of the company's
business performance must be carried out because the results of this assessment can be used as
a basis for information to improve the company's performance in the future. Carton & Hofer
(2006) states that "Company performance is a multi-dimensional construct whose main
elements include dimensions; profitability, market-based operations, growth, efficiency,
liquidity, size, survival, etc., where each of these dimensions still contains a number of
indicators. "The company's business performance is not easy to realize, because in its
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implementation many factors are of influence. The quality of entrepreneurial orientation,
government support and the dynamics of the business environment in which the company is
located also determines its business performance. Therefore, these three factors contribute to
improving business performance.
In this research, the theories used are industrial competition theory (Porter 1985) and business
strategy theory (David 2011) and the theory of community-based tourism development (Pitana
1999, 76 and Natori 2001, 6). Achieving competitive advantage from small and medium
enterprises can be done through the implementation of appropriate and comprehensive business
strategies to be able to achieve increased business performance through owned competitive
advantages such as excellence in quality, product, excellence in prices, excellence in service
and excellence in brands (Udiyana et al. 2018). By using the theory of industrial competition
and the theory of business strategies for small and medium enterprises and the theory of the
development of small-scale entrepreneurs in the community-based tourism sector so that local
communities can own and manage businesses, provide employment opportunities,
environmental sustainability, and cultural heritage.
The conceptual framework of this research is the research of causal relationships between latent
variables to be proven is that the Entrepreneurship Orientation affects the Business
Environment. Entrepreneurship Orientation influences the quality of Government Support.
Likewise in this study, it was conceptualized that Entrepreneurship Orientation had an effect
on Business performance. Business Environment influences Business Performance. Likewise,
Government Support influences the performance of small and medium enterprises. Business
Environment mediates the influence of the Entrepreneurial Orientation on the performance of
small and medium enterprises. Likewise, Government Support, explains the influence of the
Entrepreneurship Orientation on the Performance of small and medium enterprises. The
relationship between latent variables in this study is visualized in Figure 1 below.

670

International Journal of Innovation, Creativity and Change. www.ijicc.net
Volume 10, Issue 10, 2020

Source: Adapted from Lumpkin & Dess, 1996.
Methods
Regional tourist attractions determined as research locations are Sanur representing the City of
Denpasar, Kuta representing the Badung district, Ubud representing the Gianyar Regency and
Tanah Lot representing Tabanan Regency. As the subject of the research are SMEs who do
business activities in designated tourist areas. This research was conducted from October 19 to
November 19, 2017. From all timber business operators in tourist destinations: Denpasar,
Badung, Gianyar, and Tabanan (SARBAGITA) as populations. Determination of the sample
was carried out by unstratified proportional random sampling, with the number of research
samples determined by 200 small-scale entrepreneurs of woodcraft to represent designated
tourist destinations, as presented in Table 1 below:
Table 1. Population and number of samples
Regency / City Regional tourist destination
Denpasar
Sanur
Badung
Kuta
Gianyar
Ubud
Tabanan
Tanah Lot
671

Total
50
50
50
50
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The variables in this study are: Entrepreneurial Orientation (X1) as exogenous variables
consisting of indicators, independence (X1.1), innovative (X1.2), courage to take business risks
(X1.3), creative nature (X1.4) and aggressive attitude (X1.5). The business environment (Y2)
consists of indicators, availability of handicrafts (Y2.1), environmental dynamics (Y2.2),
environmental diversity (Y2.3) and characteristics of small and medium enterprises (Y2.4).
Government support (Y1) consists of indicators, training (Y1.1), mentoring (Y1.2), technical
guidance (Y1.3), partnership (Y1.4), provision of funds (Y1.5) and guarantees (Y1. 6).
Business Performance (Y3) as an endogenous variable consists of indicators of increase in sales
volume (Y3.1), expansion of market share (Y3.2), increase in profits (Y3.3), overall
appearance (Y3.4) and stakeholder satisfaction (Y3 .5), with each indicator being reflective.
Entrepreneurship Orientation is an additional capability available to small and medium
business entrepreneurs in the form of Independence, innovation, the courage to take business
risks (risk taking), creative nature and aggressive attitude. The business environment is all
available resources in the environment where small and medium business entrepreneurs in
doing business, which in this case are measured by the availability of handicrafts,
environmental dynamics, environmental diversity and the characteristics of the small-scale
business of wooden crafts in tourist areas. Local government support is a form of government
concern for the interests of small and medium enterprises, which in this case is measured by
the quantity and quality of transportation: training, mentoring, technical guidance, partnerships,
provision of funding / soft loans and guarantees. Business Performance is the end result that is
a goal for entrepreneurs, where all company activities are directed, which in this case is
measured by an increase in sales volume, expansion of market share, increase in profits, overall
appearance and stakeholder satisfaction.
The data in this study were collected using a questionnaire that had been tested for validity and
reliability as a research instrument. This means that data is collected in the form of ordinal data.
Questionnaires were given to 200 small and medium business entrepreneurs of Wood Crafts to
state how their opinions regarding the contribution of entrepreneurial orientation, the dynamics
of the business environment and the support of the local government towards the performance
of small-scale business enterprises in wooden crafts in tourist areas in Bali Province. Data
were analyzed using Partial Least Square (PLS) software with Smart PLS. 3.0 application
program, arguing that this study was intended to test and analyze causality relationships
between exogenous variables and endogenous variables and between endogenous and
endogenous variable variables. This means that this study contains multiple variables and
multi-relationships between variables.
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Results and Discussion
The existence of small and medium scale woodcraft businesses is spread relatively evenly in
tourist destinations. In general, they populate handicrafts using local raw materials, namely
from Eben wood and Jempinis. Production techniques still combine manual machine products
and produce according to orders. Of the 187 respondents surveyed (valid), the age of
respondents ranged from 25 to 49 years. Respondents in prime age were 30-44 years 122 people
or around 65 percent. Aged under 30 years 25 people or around 13 percent, and 40 respondents
aged over 44 years which is around 22 percent. In terms of sex-ratio, 102 respondents were
women or around 55 percent; and 85 people are male or around 45 percent. Whereas in terms
of educational background: 135 people or around 75 percent with high school education
background; 2 people or about 1 percent have junior high school education; and the remaining
50 people, or about 24 percent, have an educational background in S1.
The results of the outer model computation show that all constant indicators with adequate
outer loading and with significant t-statistics. Likewise, the criteria such as composite
reliability, Cronbach's alpha, average extracted (ave), have been on the required role of thumb.
The quality criteria of the model calculated by R-Square show that the model is accepted with
index Q2: 0.612 These results are presented in Figure 2 below through the PLS-Algorithm
menu and Figure 3 below through the bootstrapping menu.
Figure 2. PLS Algorithm
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Figure 3. Bootstrapping

This study involved four constants, namely entrepreneurial orientation (X1) with 5 (five)
indicators; Government support (Y1) with six (6) indicators; Business Environment (Y2) with
four indicators; and Business Performance (Y3) with five indicators. By using the Smart
PLS.3.0 software, the results of the analysis show that: 1) Entrepreneurship Orientation (X1)
significantly influences government support (Y1), meaning Hypothesis 1 is accepted; 2)
Entrepreneurship Orientation (X1) significantly affects the business environment (Y2),
meaning that hypothesis 2 is accepted; 3) Entrepreneurship Orientation (X1) does not
significantly affect Business Performance (Y3) meaning H3 is rejected; 4) Government support
(Y1) significantly affects Business Performance, meaning H4 is accepted. 5) Business
Environment (Y2) significantly affects Business Performance (Y3), meaning H5 is accepted.
6) Mediated by the Business Environment, Entrepreneurship Orientation significantly
influences Business Performance, meaning H6 is accepted. By being mediated by government
support, entrepreneurial orientation significantly affects Business Performance, meaning that
H7 is accepted. These results are presented in Table 2 below.
Final Results

X1 -> Y1
X1 -> Y2
X1 -> Y3
Y1 -> Y3
Y2 -> Y3

Original
Sample (O)
0.568
0.390
0.089
0.216
0.378

Indirect Effects
Original
Sample (O)
X1 -> Y1
X1 -> Y2
X1 -> Y3 0.270
Y1 -> Y3
Y2 -> Y3

Sample Mean
(M)
0.584
0.411
0.078
0.236
0.375

Standard Error T
Statistics
(STERR)
(|O/STERR|)
0.057
10.036
0.091
4.271
0.086
1.043
0.111
1.938
0.108
3.509

Sample
Mean (M)

Standard
(STERR)

0.286

0.058
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P Values
0.000
0.000
0.298
0.054
0.001

Error T Statistics
(|O/STERR|) P Values

4.658

0.000
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Total Effects

X1 -> Y1
X1 -> Y2
X1 -> Y3
Y1 -> Y3
Y2 -> Y3

Original
Sample (O)
0.568
0.390
0.359
0.216
0.378

Sample
Mean (M)
0.584
0.411
0.364
0.236
0.375

Standard
(STERR)
0.057
0.091
0.087
0.111
0.108

Error T Statistics
(|O/STERR|)
10.036
4.271
4.117
1.938
3.509

P Values
0.000
0.000
0.000
0.054
0.001

The results of the analysis show that the Business Environment, which is supported by soft
environment indicators, environmental dynamics, the diversity of the environment and the
characteristics of small and medium enterprises is proven to be full (mediated) mediating the
effect of Entrepreneurship Orientation on the Performance of Small and Medium Enterprises
in the destination. This is justified by the results of the analysis which show: the influence of
the Entrepreneurship Orientation on the Business Environment is significant (with 0.390 / t-s
4.271); the influence of the Business Environment on Business Performance is significant (with
0.378 / t-s 3.509) and it turns out that the Entrepreneurship Orientation on Business
Performance is not significant (with 0.089 / t-s 1.043). This mediating effect is indicated by the
0.270 indirect effect coefficient (effect: medium) with t-statistics 4,658, and with p-value
0,000. While the mediating effect of Entrepreneurship Orientation through significant
Government Support (with 0.568 / t-s 10,016); Government support for the business
performance of small and medium enterprises in the region was also significant (with 0.216 /
t-s 1.938), with p-value 0.054. So that it can be said that government support perfectly mediates
the relationship between Entrepreneurship Orientation and Business Performance at an error
rate of 10%.
Competency capability Entrepreneurship Orientation, which is mobilized by independence,
innovation, courage to take risks, creativity and aggressive attitude from small and medium
business entrepreneurs in tourist destinations, becomes very important and strategic to improve
business performance. (Yunia. Et al. 2017: Miller 1983; Covin & Slevin, 1989; Rauch et al.,
2009). Thus, a small and medium business entrepreneur is required to be able to manage soft
environmental conditions (availability of production factors), environmental dynamics
(changes in consumer preferences), environmental complexity, and characteristics of small and
medium enterprises themselves to improve business performance, as indicated by increased
sales volume the breadth of market share, maintaining the level of professionalism, increasing
the representation of the overall business performance, and achieving satisfaction of
stakeholders (government, customers and society) in areas where small and medium-sized
entrepreneurs run their businesses.
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Systematic and ongoing government support for small and medium enterprises in significant
tourist destination areas at an error rate of 10%. This can be said to be the role of the
government in improving the performance of small and medium enterprises, especially
government support such as training, partnerships, mentoring, technical guidance, funding
through soft loans and guarantees felt by small and medium entrepreneurs in tourist
destinations. The approach, 'bottom-up' to be able to identify the things needed by small and
medium business entrepreneurs for business development, is synergized with policies that are
'top-down'. Synergy is based on openness, between small and medium business entrepreneurs
in tourist destinations with the government, is evidence for improving the performance of small
and medium enterprises.
This study found that the factors influencing the performance of small and medium enterprises
are the contribution variables of entrepreneurial orientation, the dynamics of the business
environment and government support or the performance of small and medium enterprises are
functions of entrepreneurial orientation, environmental dynamics, and government support.
Conclusions
Entrepreneurship Orientation has a significant effect on the Business Environment. Business
Environment has a significant effect on Business Performance. Entrepreneurship has no
significant effect on business performance but Entrepreneurial orientation has a significant
effect on government support. Government support has a significant effect on business
performance. Mediated by the business environment, entrepreneurial orientation has a
significant effect on business performance. In the case of this research, it was found that the
business environment mediates perfectly the influence of entrepreneurial orientation on
business performance. Government support, mediates perfectly the effect of the entrepreneurial
organization on business performance because government support significantly affects
business performance at an error rate of 10%.
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