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cross-sectional quantitative approach was used, gathering 136 valid
responses from furniture-exporting SMEs in Central Java. Data analysis
through SPSS and SmartPLS assessed the relationships among EO, INNO,
GS, and EP. Findings indicate that INNO significantly enhances EP,
highlighting its role in global competitiveness. However, EO and GS
showed no direct significant impact, suggesting their influence may be
context-dependent or mediated by other factors. This highlights the need
for SMEs to prioritize innovation strategies, such as sustainable
production and advanced manufacturing, to enhance export success. For
policymakers, the study suggests refining support mechanisms by
reducing bureaucratic inefficiencies, providing targeted financial
incentives, and fostering public-private partnerships. The findings
challenge assumptions about EQ’s universal relevance and emphasize the
need for tailored government policies in resource-intensive industries. By
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1. Introduction

Natural resource-rich nations can leverage their assets to drive economic growth through global
trade, particularly by transforming raw materials into competitive, high-quality products. Yet, as
Anand et al., [5] observe, emerging economies often struggle with resource mismanagement, limited
skilled labor, and technological adaptation, factors that restrict their global competitiveness. For
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Indonesia, where Small and Medium Enterprises (SMEs) form the backbone of industrial activity,
these challenges are especially pronounced.

SMEs in Indonesia’s furniture sector contribute significantly to employment and export earnings.
Badar and Alim [7] highlight their role in job creation and local economic development, while Alegre
et al., [2] stress their growing export contribution, particularly in environmentally conscious markets.
Complementing this, Adi Wicaksono et al., [1] provide statistical evidence showing that SMEs account
for more than 98% of Indonesian business units and over 95% of national employment. Together,
these studies underscore SMEs’ strategic importance but also point to their vulnerability in sustaining
competitiveness amid global market pressures.

The structure of Indonesia’s furniture industry is heavily SME-dominated, with large firms playing
only a marginal role [11]. This structural reality magnifies the importance of SME resilience and
international performance. Government initiatives have attempted to address this by offering policy
and institutional support [1]. However, Badar and Alim [7] demonstrate that SMEs still face
constraints in financing, managerial competence, and technology adoption. Such challenges persist
despite state-led interventions, suggesting that government support mechanisms alone are
insufficient to sustain export competitiveness.

Beyond structural and policy factors, firm-level strategic orientations are pivotal. Christine Riante
and Louis Utama [9] argue that entrepreneurial orientation (EO), through innovativeness,
proactiveness, and risk-taking that drives firms’ adaptability and competitive posture. Meanwhile,
Alegre et al., [2] emphasize innovation capability (INNO) as a differentiating force in meeting global
standards, enabling SMEs to respond to sustainability trends and consumer demands. Government
facilitation also plays a role: Ammal and Al-Sakiti [3] highlight the importance of financial incentives
and training programs in easing market entry and compliance with global requirements. Taken
together, these studies suggest relationship between EO, INNO, and government support (GS), with
export performance though the balance of their effects may vary across industries and contexts.

1.1 Research Gap, Objective, and Significance

While past research has individually highlighted the importance of entrepreneurial orientation,
innovation capability, and government support, limited empirical work has examined their combined
impact on export performance in industry-specific contexts such as Indonesia’s furniture SMEs.
Existing studies also provide mixed results on the effectiveness of EO and GS, leaving unanswered
questions about whether innovation capability outweighs other determinants in shaping export
competitiveness. To address this gap, this study investigates how EO, INNO, and GS collectively
influence export performance in Java’s furniture industry. The objective is to determine the relative
significance of these factors and provide evidence-based insights into strategies that can enhance
SMEs’ global positioning. The study is significant in two respects: theoretically, it advances the
understanding of contingent determinants of export performance in emerging economies;
practically, it offers guidance for policymakers and entrepreneurs in designing innovation-driven
strategies and refining support mechanisms tailored to resource-intensive industries.

2. Literature Review
The export performance (EP) of firms has been a focal point of scholarly research, especially in
emerging economies where exports significantly contribute to economic growth. Several variables

have been identified as key determinants of export performance, including entrepreneurial
orientation (EQ), innovation capability (INNO), and government support (GS). This section reviews
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the existing literature on these variables, with a specific focus on their relationships with export
performance.

2.1 Export Performance (EP)

EP is a multifaceted construct that reflects the success of a firm’s internationalization efforts. It is
typically measured through financial indicators (such as export sales growth and profitability) and
non-financial indicators (such as market share, market diversification, and customer satisfaction in
foreign markets) [8]. The determinants of export performance have been widely studied, with factors
like firm size, market orientation, and external support being considered alongside internal strategic
resources like EO and INNO. Studies suggest that EO and INNO positively influence export
performance by enabling firms to enter new markets and sustain competitiveness [2]. GS further
enhances export performance by providing firms with the necessary infrastructure and incentives to
thrive in international markets [33]. Nevertheless, research indicates that the interplay of these
factors is complex and often context-specific. The effectiveness of EO, INNO, and GS is contingent
upon the firm’s ability to align its internal capabilities with external opportunities, highlight the need
for further research on the distinctions within specific industries and regions, such as the furniture
sector in Java Province.

2.2 Entrepreneurial Orientation (EO)

EO represents a firm's strategic orientation, defined by its propensity for innovation, risk-taking,
and proactive behaviour. The framework consists of three dimensions: innovativeness, risk-taking,
and proactiveness [9]. These dimensions collectively determine a firm's ability to identify
opportunities, adapt to change, and achieve competitive advantages. Entrepreneurial Orientation
(EO) is a multidimensional construct that captures a firm's strategic posture toward innovation, risk-
taking, and proactiveness. Each dimension contributes uniquely to a firm's ability to identify and
capitalize on opportunities, adapt to market dynamics, and sustain competitive advantages.

Innovativeness reflects a firm’s capacity to foster creativity, experimentation, and the
development of novel products or processes. Firms that prioritize innovativeness are better
positioned to differentiate themselves in the market, enabling them to achieve a competitive edge.
This dimension is particularly significant in industries such as furniture manufacturing, where product
innovation—such as integrating eco-friendly materials or sustainable designs—caters to the growing
global demand for environmentally responsible solutions [38]. By continuously exploring new ideas,
firms enhance their ability to respond to dynamic consumer preferences, ultimately improving their
export performance.

Risk-taking entails a company's readiness to allocate substantial resources to ventures with
unpredictable results. This dimension reflects the organization’s ability to operate outside its comfort
zone, pursuing ventures that could yield high returns despite inherent risks. In the context of
international markets, risk-taking is critical for entering untested regions or investing in innovative
products without guaranteed success. However, its relevance varies by industry. For example,
industries characterized by stable demand and high capital requirements, such as furniture
manufacturing, may exhibit a more conservative approach to risk-taking [38].

Proactiveness signifies a firm’s forward-looking orientation and its ability to anticipate future
market needs. Proactive firms act ahead of competitors, positioning themselves advantageously to
exploit emerging trends. In export markets, proactiveness enables firms to identify and adapt to
opportunities, such as the growing demand for sustainable or customized furniture designs. By
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staying ahead of market trends, firms enhance their competitive positioning and improve their
chances of success in global markets [30,38].

Together, these dimensions shape a firm's ability to navigate complex environments, identify
opportunities, and achieve sustainable growth. However, the relative importance and application of
each dimension depend on the industry and cultural context in which the firm operates. For instance,
in emerging economies like Indonesia, EO dimensions must align with the specific characteristics of
the furniture industry to effectively drive export performance.

2.3 Innovation Capability (INNO)

Innovation capabilities implies a firm's proficiency in generating, executing, and maintaining novel
ideas, products, processes, or business models that augment its competitive advantage. This
capability is crucial for enabling businesses to adjust to market dynamics, satisfy customer needs, and
maintain long-term growth in intensely competitive settings [6]. In the context of export
performance, innovation capability enables firms to respond to international market demands,
improve operational efficiency, and achieve sustainable competitive advantages [12]. Innovation
capability is not a single-dimensional concept but a multifaceted construct encompassing various
types of organizational competencies. These encompass learning capability, research and
development capability, resource exploitation capability, manufacturing capability, marketing
capability, organisational capability, and strategic capability [13]. Together, these facets enable firms
to harness internal resources and external opportunities to achieve sustainable innovation outcomes.

Learning capability lies at the heart of innovation, as it reflects a firm’s ability to acquire, process,
and apply new knowledge. Firms with strong learning capabilities are better equipped to recognize
emerging trends, adapt to market shifts, and develop novel solutions that address customer needs.
This capability also enables firms to foster a culture of continuous improvement, where employees
and teams consistently seek ways to enhance products and processes [24]. Learning capability is
particularly crucial in dynamic industries, where rapid technological advancements demand agility
and adaptability.

Research and development (R&D) capability represents a firm’s capacity to innovate by investing
in scientific research and technological development. It involves not only generating new ideas but
also transforming these ideas into tangible outcomes, such as patents, prototypes, or commercialized
products. Firms with robust R&D capabilities can create cutting-edge solutions, differentiate
themselves from competitors, and cater to niche markets with unique needs [30]. However, the
success of R&D efforts often depends on other complementary capabilities, such as resource
exploitation and manufacturing. Resource exploitation capability and manufacturing capability are
integral to transforming innovation into practical outputs.

Resource exploitation capability refers to a firm's efficiency in utilizing its physical, human, and
financial resources to maximize value [40]. On the other hand, manufacturing capability focuses on
operational efficiency, quality control, and scalability in production processes. Firms with strong
manufacturing capabilities can produce innovative products at competitive costs while ensuring high
quality, which is essential for maintaining customer satisfaction and market share [14]. Lastly,
marketing, organizational, and strategic capabilities ensure that innovation is effectively
implemented and aligned with a firm’s overall objectives.

Marketing capability involves understanding and responding to customer needs, developing
promotional strategies, and positioning innovative products effectively in target markets. Whereas,
organizational capability focuses on creating a supportive environment for innovation through
effective leadership, collaboration, and resource allocation. Strategic capability on the other hand,
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enables firms to align innovation efforts with long-term business goals, ensuring that innovation
contributes to sustained competitive advantage [21]. By integrating these capabilities, firms can
achieve a holistic approach to innovation that fosters growth and resilience.

2.4 Government Support (GS)

Government support is a critical external factor influencing the success of export-oriented
businesses, particularly in developing economies. By providing financial assistance, infrastructure
development, policy facilitation, and training programs, governments play a pivotal role in helping
firms overcome barriers to entry and thrive in competitive international markets [33 For Small and
Medium-Sized Enterprises (SMEs), which often face resource and capability constraints, government
support can be a decisive factor in achieving export success. This support is provided in various forms,
each addressing specific challenges faced by SMEs in competitive global markets.

One significant form of government support is financial assistance, which includes grants,
subsidies, and tax incentives. These resources enable firms to invest in critical areas such as
innovation, research and development, and market entry strategies. For example, export financing
programs allow SMEs to manage cash flow challenges, particularly when expanding into new
international markets where upfront costs can be prohibitive. By offsetting these financial burdens,
governments help firms allocate resources more effectively, fostering growth and enhancing their
competitiveness abroad.

Another essential form of support is export promotion programs, which aim to facilitate market
access and build international networks. These initiatives include organizing trade fairs, buyer-seller
meetings, and marketing assistance programs. Such programs are particularly valuable for SMEs that
lack the resources to independently establish a global presence. By participating in trade fairs, firms
gain exposure to foreign buyers and establish partnerships that can lead to long-term export
opportunities [29].

Additionally, marketing assistance initiatives help SMEs adapt their promotional strategies to
meet the preferences and expectations of target markets. Training and capacity-building programs
are also pivotal in improving the technical and managerial skills of SME owners and employees. These
programs equip firms with knowledge about international market requirements, export regulations,
and operational efficiencies. By aligning products with global standards, training initiatives ensure
that SMEs are well-prepared to navigate the complexities of foreign trade [21].

Furthermore, managerial training enhances decision-making capabilities, enabling firms to
develop effective export strategies and respond proactively to market challenges. Lastly, regulatory
support simplifies the procedural and compliance requirements associated with international trade.
Governments facilitate access to trade agreements, streamline export-related documentation, and
provide guidance on meeting international standards. This support reduces transaction costs and
minimizes the administrative burden on SMEs, making it easier for them to enter foreign markets
[20]. For instance, regulatory support helps firms align with sustainability certifications or product
safety requirements, which are often prerequisites for exporting to developed markets.

These various forms of government support collectively create an enabling environment for
SMEs, allowing them to overcome resource constraints and compete effectively in global markets.
However, the effectiveness of these initiatives depends on how well they are tailored to the specific
needs of different industries and regions. By addressing challenges such as financial limitations, skill
gaps, and regulatory complexities, government support significantly contributes to the international
success of SMEs [31].
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2.5 Linking Entrepreneurial Orientation, Innovation Capability, and Government Support to SMEs'
Export Performance

The export performance of Small and Medium-sized Enterprises (SMEs) is significantly influenced
by the relationship between Government Support (GS), Innovation Capability (INNO), and
Entrepreneurial Orientation (EO). In an economy that is becoming more globalised, small and
medium-sized enterprises (SMEs) are essential for the advancement of economic development and
innovation [4]. Comprehending the interplay of these three aspects could provide significant insights
for improving the export potential of SMEs.

Previous study highlighted that firms with high EO are better equipped to navigate international
markets by innovating, adapting to preferences, and overcoming barriers [39]. However, the strength
of this relationship depends on factors such as resource availability, institutional support, and cultural
norms [16]. In emerging economies like Indonesia, EO is most effective when combined with internal
capabilities like innovation and external enablers such as government support [6]. Moreover, INNO
drives export performance by enabling firms to adapt to diverse market demands and comply with
stringent regulations [6]. It is especially valuable in developing economies, where it helps firms
overcome structural challenges like limited resources and skills shortages. Sustainability-oriented
innovation has also emerged as a key driver, helping firms secure long-term market access and
maintain competitiveness [28]. Additionally, GS directly impacts export performance by providing
critical resources and reducing barriers. However, its effectiveness often depends on firms’ internal
capacities, such as EO and INNO [6]. In emerging economies, GS helps address systemic issues like
financing gaps and infrastructure deficits, levelling the playing field for SMEs [20,31].

In summary, the literature suggests that entrepreneurial orientation, innovation capability, and
government support are all important factors influencing export performance. EO drives firms to take
proactive and innovative approaches in their international ventures, while innovation capability
equips them with the necessary tools to remain competitive. Government support further enhances
these capabilities by providing resources and reducing barriers to export. These variables form the
basis of the research framework for examining export performance, with entrepreneurial
orientation, innovation capability, and government support posited as independent variables that
affect export performance as the dependent variable. This framework enables an empirical analysis
of how each factor contributes individually and collectively to enhancing export outcomes. Previous
studies have demonstrated positive correlations among these variables, yet this study will further
explore their interplay, particularly within emerging economies and specific industries where market
conditions and export challenges are unique. Figure 1 shows the research framework for this study.
This study presents the research model illustrated in Figure 1 and proposes the following hypotheses:

H1: Entrepreneurial orientation (EQ) is positively correlated with export performance (EP).

H2: Innovation capability (INNO) is positively correlated with export performance (EP).
H3: Government support (GS) is positively correlated with export performance (EP).
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Independent Variables Dependent Variables

Entreprenuerial
Orientation (EO)

Innovation Capability H1, H2, H3 Export Performance
(INNO) (EP)

Government Support
(Gs)

Fig. 1. Research framework

2. Methodology
3.1 Research Design

This research utilised a cross-sectional quantitative design to examine the effects of
entrepreneurial orientation (EQO), innovation capability (INNO), and government support (GS) on
export performance (EP) within the furniture industry in Java. A quantitative approach was selected
to facilitate the measurement of relationships among variables and to offer statistical insights into
the direct and indirect effects of independent variables on the dependent variable. The cross-
sectional design enabled data collection at one specific time, allowing for a concentrated analysis of
prevailing trends and practices in the industry.

3.2 Population, Sampling Approach, and Sample Size

The target population for this study comprised Small and Medium-Sized Enterprises (SMEs)
engaged in furniture export activities within Central Java, Indonesia. Central Java was selected as the
focus area because it contributes approximately 33% of Indonesia’s total furniture exports [35].These
SMEs play a vital role in the regional economy and are central to understanding the export dynamics
of Java’s furniture industry.

A purposive sampling technique was employed to ensure that participants met specific eligibility
criteria:

e Active involvement in exports: Firms must actively export furniture to international markets.

* Geographic location: SMEs must be based in Central Java.

e Experience: Firms must have at least five years of export experience to ensure they have
sufficient operational maturity to provide valuable insights.

Using consolidated databases from the Ministry of Industry, Central Java Government Bureau,
and Central Statistics Bureau, 350 SMEs were identified as meeting these criteria. This sample size
was deemed adequate to ensure generalizability and statistical robustness, aligning with
recommendations from [17] for survey-based research.

3.3 Measurement
A structured questionnaire was created to collect data on key constructs: entrepreneurial

orientation, innovation capability, government support, and export performance. The questionnaire
comprised five sections:
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1. Demographic Information: Included questions about firm size, export experience, and
respondent roles.

2. Entrepreneurial Orientation (EO): Measured dimensions such as proactiveness,
innovativeness, and risk-taking using items adapted from [23].

3. Innovation Capability (INNO): Assessed firms’ ability to implement new products and
processes, based on items derived from [34].

4. Government Support (GS): Evaluated the perceived impact of regulatory frameworks,
subsidies, and trade facilitation programs, referencing measures from Kharub and Sharma [22].

5. Export Performance (EP): Captured both financial (e.g., profitability) and non-financial (e.g.,
customer satisfaction) indicators using items adapted from Kaleka and Morgan [19].

Responses for sections 2-5 were recorded on a seven-point Likert scale (1 = strongly disagree, 7
= strongly agree) to capture nuanced perceptions and attitudes.

3.4 Data Collection Procedure

The questionnaire was pilot tested with a subset of target demographic respondents to verify
clarity and relevance. Minor language and question structure changes from the pilot research
improved the instrument's reliability and validity.

Data collection was conducted via self-administered online surveys. The survey link was
distributed via email to the identified sample, followed by reminders through WhatsApp and phone
calls to improve response rates. Participation was voluntary, and respondents were assured of
confidentiality and anonymity. The survey included an informed consent section, ensuring
transparency regarding the study’s purpose and use of the data. Of the 350 distributed
questionnaires, 136 valid responses were received, yielding a response rate of 38.8%. This rate is
consistent with the threshold of 30% recommended by Sekaran [36] for survey research.

3.5 Statistical Analysis Techniques

The collected data were analyzed using SPSS (version 24) and SmartPLS (version 4.0) to ensure a
robust examination of the relationships between variables. The analysis process included descriptive
statistics where it summarized demographic characteristics of respondents and provided a clear
overview of the sample. Measurement Model Assessment evaluated the reliability and validity of
constructs using composite reliability (CR) and average variance extracted (AVE). Items with loadings
below the threshold of 0.708 were removed to enhance indicator reliability [17]. Finally, the
Structural Equation Modeling (SEM) where it tested hypothesized relationships between EO, INNO,
GS and EP. SEM enabled the analysis of both direct and indirect effects, providing a comprehensive
view of the interplay among variables.

4. Results
4.1 Firms’ Characteristics

Summary of survey furniture firms' characteristics. The study examined a furniture manufacturer.

The total number of employees, the period of their furniture exporting experience, and the places to
which they ship were used to profile these organisations.
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Table 1
Total number of employees
Frequency Percent
1-49 employees 52 38.2
50-100 employees 45 33.1
101-300 employees 29 21.3
301-500 employees 6 4.4
> 500 employees 4 2.9
Table 2
Years of export experience
Frequency Percent
<5 years 39 28.7
6-10 years 32 23.5
11-20 years 43 31.6
>20 years 22 16.2
8
Europe, Afrika 2
26
Asia, Afrika 1
34
US, Europe, Asia, Afrika 3
19
US, Europe, Afrika 3
) 18
us, Asia 4
16
Afrika 2
0 5 10 15 20 25 30 35 40
Total SMEs

Fig. 2. Country of export

Tables 1 and Table 2, together with Figure 2, provide the background of the companies featured
in this research. Within the total sample, 71.3% of enterprises employ fewer than 100 staff members,
while only 2.9% have a headcount exceeding 500. 31.6% of the furniture company has engaged in
furniture exportation for a duration of 11 to 20 years, but merely 16.2% have been involved in
exporting furniture for over 20 years. Table 2 indicates that 28.7% of other companies have
participated in furniture exporting for less than 5 years, whilst 23.5% have been involved in this
endeavour for 6 to 10 years. Figure 2 illustrates the nations to which the company exports its
furniture. Asia and Europe constitute the predominant recipients of furniture exports, at 25% and
19.1% respectively.

4.2 Measurement Model Assessment

The reflective measurement model was assessed using internal consistency, indicator reliability,
convergent, and discriminant validity. Composite reliability was applied for internal consistency. As
shown in Table 3, several items (EPS4, EOI1, GVS14, MAF3, MAF5, REC4) fell below the 0.708
threshold [17] and were removed. The revised analysis (Table 3) showed all remaining items
exceeded 0.708, confirming reliability and conceptual validity.
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Table 3
Internal consistency reliability and convergent validity results
:gr;)s:;::ts 27 Order Items Loadings a Pc AVE
EOI EOI2 0.720 0.953 0.958 0.591
EOI3 0.812
EOl4 0.810
EOI5 0.776
EOI6 0.774
EOI2 0.720
EOP EO EOP1 0.8
EOP2 0.785
EOP3 0.705
EOP4 0.804
EOR EOR1 0.8
EOR2 0.821
EOR3 0.827
EOR4 0.709
EORS5 0.701
EOR6 0.741
EPF EP EPF1 0.702 0.949 0.956 0.624
EPF2 0.799
EPF3 0.84
EPF4 0.799
EPK EPK1 0.852
EPK2 0.826
EPK3 0.748
EPK4 0.8
EPK5 0.816
EPS EPS1 0.827
EPS2 0.795
EPS3 0.807
GS GVS1 0.783 0.966 0.97 0.695
GVS10 0.87
GVS11 0.873
GVS12 0.808
GVS13 0.796
GVS15 0.814
GVS2 0.849
GVS3 0.82
GVS4 0.868
GVS5 0.871
GVS6 0.83
GVS7 0.798
GVS8 0.815
GVS9 0.857
LCR INNO LCR1 0.726 0.98 0.981 0.584
LCR2 0.778
LCR3 0.754
LRC4 0.777
MAF MAF1 0.746
MAF2 0.795
MAF4 0.75
MAF6 0.732
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MRC

ORG

REC

RND

STC

MRC1 0.746
MRC2 0.737
MRC3 0.749
MRC4 0.707
MRC5 0.742
MRC6 0.718
ORG1 0.737
ORG2 0.801
ORG3 0.824
ORG4 0.754
ORG5 0.77

REC1 0.791
REC2 0.763
REC3 0.85

REC5 0.776
REC6 0.791
RND1 0.764
RND2 0.823
RND3 0.834
RND4 0.773
RND5 0.817
STC1 0.805
STC2 0.813
STC2 0.77

STC3 0.807
STC4 0.843
STCS 0.776
STC6 0.746

Hair et al., [17] define convergent validity as high shared variance among items measuring a
concept, requiring factor loadings and AVE above 0.50. In this study, AVE values (0.584—0.695)
confirm convergent validity. Composite reliability between 0.60-0.69 is minimally acceptable, with
0.80 considered good. As shown in Tables 1 and 3, composite reliability values (0.956—0.981) are

adequate, confirming measurement reliability.

4.3 Discriminant Validity

Discriminant validity refers to how clearly a construct is distinguished from others [17]. In this
study, the Heterotrait-Monotrait (HTMT) ratio was applied, with a recommended threshold of 0.900
[17]. The HTMT analysis indicated that all constructs maintained acceptable distinctions, as none

exceeded the threshold (Table 4).
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Table 4
Heterotrait-monotrait ratio (HTMT) — Matrix
Entreprenurial Export Government Innovation
Orientation (EO) Performance (EP) Support (GS) Capability (INNO)
Entreprenurial
Orientation (EO)
Export
Performance (EP) 0.586
Government
0.515 0.473
Support (GS)
Innovation 0.852 0.718 0.608

Capability (INNO)

4.4 Structural Equation Modelling

Figure 4 demonstrates that the R2 value for export performance was 0.479, indicating a
significant degree of explained variance. This figure suggests that 47.9% of the variation in export
performance (EP) can be attributed to the fundamental elements of innovation capability (INNO).
Upon examining the collective influence of all independent variables, it was evident that EO did not
exert a significant effect on EP (B = -0.049, t = 0.471, p = 0.637). Similarly, GS did not exhibit a
significant impact on EP (B =-0.072, t = 0.906, p = 0.365), whereas INNO contributed significantly to
EP (B=0.687,t=5.696, p = 0.000). Consequently, H1 and H2 have been dismissed, while H3 has been
affirmed.

0.479

EP

Fig. 4. PLS Structural Equation Model

In order to ascertain the extent to which a particular exogenous construct, namely,
entrepreneurial orientation, government support, and innovation capability, exerts a significant
influence on the endogenous construct of export performance, the effect size was calculated
employing the subsequent formula: f2 = (R%included - R?excluded) / (1 - R%included). The alteration in
R? values is determined by executing the PLS path model on two separate occasions. The initial
analysis incorporates a distinct exogenous construct, resulting in R%included, whereas the subsequent
analysis omits a specific exogenous construct, leading to R%excluded [17]. As noted by Cohen (1988)
in [39], an effect size (f2) of less than 0.02 signifies no effect, a range of 0.02 to 0.149 denotes a small
effect, 0.15 to 0.349 reflects a medium effect, and values exceeding 0.35 represent a substantial
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effect of the exogenous latent variable. The findings indicated that both EO (f2 = 0.001) and GS (f2 =
0.007) exerted no influence on export performance. Nonetheless, the findings from INNO suggest a
medium effect size (f> = 0.247). Table 5 presents the direct path coefficients and effect sizes.

Table 5
Direct Paths and effect sizes of each construct
# Path Path t- F? R? Q?
Coefficient Value
1 Entrepreneur Orientation (EO)=> -0.049 0.637 0.001 0.479 0.291
Export performance (EP)
2 Government Support (GS) )= 0.072 0.365 0.007
Export performance (EP)
3 Innovation Capability (INNO) = 0.647 5.313 0.247

Export performance (EP)
Note. **p < 0.05 (t > 1.645) (based on one-tailed test)

5. Discussion

This study provides key insights into the relationship among entrepreneurial orientation (EO),
innovation capabilities (INNO), government support (GS), and export performance (EP) in Java's
furniture industry. These findings hold significance for practitioners, policymakers, and scholars
focused on export success determinants in developing economies. The discussion below examines
each variable's role and interconnectedness, highlighting their practical and theoretical relevance.

5.1 Entrepreneurial Orientation and Export Performance

The findings indicate a minimal relationship between entrepreneurial orientation (EO) and export
performance in Java's furniture industry. This result challenges the conventional view that EO is a
critical driver of international success [39]. The possible explanation lies in the sector’s
characteristics. Furniture manufacturing in Java emphasizes traditional craftsmanship and
operational efficiency, often prioritizing product quality and cost stability over aggressive market
expansion or innovation. Additionally, the entrepreneur often gets contract jobs making furniture
based on specific designs provided by the client. As such, EO dimensions like risk-taking and
proactivity may not align with the prevailing industry dynamics [38].

Additionally, innovation, while often embedded within EO, may not always translate into export
success. Deng, Guo, Zhang, and Wang [10] reveal that innovation can even hinder exporter survival
when firms suffer from low profitability and high receivables, as these conditions limit their ability to
sustain risky, innovation-driven ventures. For Java’s furniture SMEs, which often prioritize cost
efficiency and rely on subcontracting arrangements, such dynamics may explain why EQ’s emphasis
on innovation and risk-taking fails to yield substantial export advantages.

Additionally, cultural factors may play a role. In many developing economies, including Indonesia,
SMEs tend to adopt conservative business practices, focusing on maintaining existing relationships
with clients and minimizing risks associated with international markets. This is especially true in
industries where standardized production processes dominate, leaving little room for the proactive
behaviors typically associated with EO [39]. Future research could explore how cultural dimensions
and industry-specific traits mediate the EO-export performance relationship.
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5.2 Innovation Capability and Export Performance

Innovation capability stands out as the most significant factor influencing export performance,
consistent with previous research emphasizing its role in competitive advantage [30]. In the context
of Java’s furniture industry, innovation could be manifested in two primary forms: product innovation
and process innovation.

1. Product Innovation. Companies leveraging product innovation by introducing eco-friendly
designs or incorporating local cultural elements into furniture pieces have successfully differentiated
themselves in global markets. For instance, firms integrating recycled or sustainably sourced
materials address the growing consumer demand for environmental responsibility, enhancing their
appeal in high-value markets like Europe and North America [14].

2. Process Innovation. Process innovations, such as adopting automated production
technologies or optimizing supply chain logistics, enable firms to reduce costs, improve product
consistency, and scale production. This is critical for SMEs facing competition from countries like
Vietnam and Malaysia, which benefit from lower labor costs and more efficient resource
management [30].

By prioritizing innovation, firms can meet diverse consumer preferences while maintaining cost-
effectiveness. Policymakers should incentivize innovation by funding research and development
(R&D) initiatives and fostering collaborations between industry and academia. The government could
also promote knowledge-sharing platforms where SMEs can learn best practices in product and
process innovation.

5.3 Government Support and Export Performance

The study’s findings reveal that government support has a limited direct impact on export
performance, aligning with mixed evidence in existing literature [18]. While government programs
such as export subsidies, trade fairs, and training workshops provide valuable resources, their efficacy
is often constrained by bureaucratic inefficiencies and misalignment with SMEs' specific needs.

Additionally, the indirect nature of government assistance helps explain why its impact may
appear limited. Mai et al., [25] reveal that government support in Vietnamese agricultural SMEs
influenced export performance only through perceived export stimuli and barriers, rather than
directly. Similarly, Moreira et al., [27] show that government support did not significantly moderate
the link between innovation capability and export performance in Mozambican SMEs, highlighting its
limited standalone effect. This suggests that without complementary firm-level strategies,
government support alone may not translate into higher export performance.

The type of support provided also determines its effectiveness. Mata et al., [26] found that
financial support in Malaysian firms had no direct impact on export performance, whereas marketing
support enhanced competitiveness and indirectly improved outcomes. Purwanto et al., [32], further
stress that marketing assistance fosters stronger export commitment, which in turn contributes to
export growth. By contrast, informational support frequently produces weak or insignificant results
[15]. These findings underscore that not all forms of government support carry equal weight in
shaping export success.

For example, many government initiatives focus on broad-based export promotion, which may
not address the unique challenges faced by furniture SMEs in accessing sustainable raw materials or
navigating international certification requirements. Moreover, firms with strong internal capabilities,
such as innovation and entrepreneurial orientation, are better positioned to capitalize on
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government support [33]. This suggests that the effectiveness of such programs depends on firms’
ability to leverage external resources effectively.

To enhance the impact of government support, policymakers should adopt a more targeted
approach, tailoring interventions to industry-specific needs. Establishing public-private partnerships
could also bridge gaps between policy design and implementation, ensuring that resources reach the
intended beneficiaries.

5.4 Practical and Theoretical implication

This study provides a nuanced understanding of the factors influencing export performance in
Java’s furniture industry, highlighting the pivotal role of innovation capability while identifying
limitations in the contributions of entrepreneurial orientation (EO) and government support. These
findings carry significant implications for both theory and practice, offering a foundation for future
research and actionable recommendations for industry stakeholders.

Innovation capability emerged as the most significant determinant of export performance,
underscoring its critical role in enabling firms to adapt to dynamic global market demands. Firms that
embrace product differentiation, eco-friendly materials, and advanced manufacturing processes are
better equipped to secure competitive advantages. Conversely, EO and government support
demonstrated limited direct effects, suggesting contextual factors such as industry characteristics
and cultural norms may mediate their impact.

Therefore, Java’s furniture exporters should prioritize developing robust innovation strategies.
This includes investing in research and development (R&D), adopting sustainable production
methods, and fostering a culture that encourages continuous improvement and adaptation. As for
the policymakers - The findings call for a more tailored approach to government support programs.
Policies should focus on reducing bureaucratic inefficiencies, providing targeted financial incentives
for innovation, and facilitating collaborations between academia and industry to enhance technology
adoption and skill development. Finally, as for industry associations, by strengthening knowledge-
sharing platforms and providing technical training could empower SMEs to integrate innovation into
their operations effectively. Collaborative efforts to address common challenges, such as sustainable
raw material sourcing and international certification, could bolster the industry’s competitiveness.

This study also adds to the growing body of literature on export performance by emphasizing the
contingent nature of determinants like EO and government support. It challenges the assumption of
their universal applicability, demonstrating that their effectiveness depends on industry-specific
dynamics and firm-level strategies. The research also reinforces the critical importance of innovation
capability as a driver of success in export markets, particularly in resource-intensive industries.

5.5 Limitation of the Research

The selection process for a subset of small and medium-sized enterprises (SMEs) within a singular
national context, particularly Indonesia, is constrained by various limitations. Additional empirical
research examining the relationship between the entrepreneurial orientation profiles of SMEs,
government support, and innovation capability within comparable national contexts will contribute
to the validation and enhancement of current findings. Future considerations may include conducting
longitudinal studies to explore the enduring effects of innovation capability on the competitiveness
of firms. Exploring the relationship between governmental frameworks and corporate strategies to
uncover synergies that enhance export performance. In conclusion, the sample is confined
exclusively to the realm of furniture manufacturing. Future enquiries ought to explore the
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relationships examined in this study within industries that extend beyond the realm of furniture
manufacturing. Ultimately, in addition to EO, GS, and INNO, it is crucial to consider other elements
that can contribute to a more thorough comprehension of export performance. For instance, factors
such as competitive advantage, cultural influences, and institutional elements.

6. Conclusions

The global furniture industry is undergoing rapid transformation, driven by evolving consumer
preferences, technological advancements, and increasing demands for sustainability. Java’s furniture
SMEs, with their rich heritage of craftsmanship and access to abundant natural resources, are
uniquely positioned to capitalize on these trends. However, achieving sustained success in export
markets requires a strategic recalibration that balances traditional strengths with modern demands.

The findings of this study emphasize the critical role of innovation capability in enabling firms to
remain competitive in international markets. By adopting eco-friendly materials, streamlining
production processes, and creating distinctive designs, SMEs can cater to the growing demand for
sustainable and differentiated products. These strategies not only enhance export performance but
also align with global regulatory trends and consumer expectations, ensuring long-term market
relevance.

Entrepreneurial orientation, while traditionally viewed as a key determinant of export success,
may require re-contextualization within Java’s furniture industry. Firms should consider adapting
entrepreneurial strategies to better align with the specific characteristics of the industry, such as a
focus on quality, consistency, and stability. This adjustment could involve adopting calculated risk-
taking behaviors or fostering proactivity in niche markets where their expertise and cultural heritage
are valued.

Similarly, government support, though essential, must evolve to address the unique challenges
faced by furniture exporters. Policymakers should focus on creating a more enabling environment by
reducing bureaucratic hurdles, improving infrastructure, and offering targeted incentives for
innovation and sustainability. Collaborative public-private partnerships could further enhance the
effectiveness of these efforts, fostering a cohesive ecosystem where SMEs thrive.
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