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Abstract. The emergence of the Covid-19 pandemic has had a tremendous impact, 
especially for the business industry. One of the industries that was affected was the Batik 
SMEs. Even at the beginning of the outbreak, the operation of the Batik SMEs had 
stopped. Innovation is a strategy that plays an important role in dealing with these 
conditions. However, SMEs have difficulties due to limited resources. Entrepreneurial 
orientation is needed because it is an ability that encourages innovation. The research was 
conducted at the largest batik industry in Central Java-Laweyan. A sample of 198 
respondents from 200 questionnaires distributed for that respond rate is 90%. Regression 
analysis is used using SPSS. The results show that the dimensions of innovativeness, risk 
taking, and competitive aggressiveness have a significant effect on innovation. 
Meanwhile, proactive and autonomy have no significant effect on innovation. This finding 
differs from previous studies, especially for the proactive and autonomy dimensions. This 
is considered reasonable given the unpredictable pandemic conditions and comes 
suddenly so that the Batik SME’s does not have the ability to respond quickly to the 
conditions that occur. Further research is necessary to include the flexibility strategy of 
SMEs because this strategy is considered the most suitable with current conditions. 
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1 Introduction 

The impact of the current Covid-19 pandemic is being felt by many people in various 
countries around the world. According to Worldometers, the COVID-19 Pandemic as of 
August 11, 2020, recorded 20,254,685 positive cases of corona with 738,930 deaths. Cases in 
Indonesia until August have reached 127,083 positive cases with details of 5,765 deaths and 
82,236 people recovered [1]. The increase in the Covid-19 Pandemic will affect global 
economic growth. There are three major impacts due to the Covid-19 Pandemic on the 
economy in Indonesia. First, the decline in household consumption to 60% of the Indonesian 
economy. Second, the Covid-19 Pandemic has caused prolonged uncertainty resulting in 
weakening investment which can cause a business to stop. Furthermore, the last impact is that 
commodity prices have dropped and export activities to various countries have also stopped 
[2]. 

The four sectors most affected by the Covid-19 Pandemic are households, MSMEs, 
corporations, and the financial sector. It is predicted that economic growth will experience 
unstable shocks. MSMEs themselves experienced a significant decline of 70% due to the 
Covid-19 Pandemic [3]. One of the affected MSMEs is the Batik industry. This industry 
stopped operating at the start of the pandemic. The emergence of this epidemic has 
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encouraged Batik MSMEs to create innovation. Innovation is an important strategy, especially 
when there are changes. Even so, Schumpeter [4] stated that MSMEs have greater difficulties 
than large companies to innovate because they have limited access to resources [5]. These 
limitations include the difficulty of being able to adapt to the environment, lack of ability to 
read business opportunities, lack of innovation in anticipating various environmental 
challenges. On the other hand, in the internal operations of MSMEs, they are weak in 
managerial abilities, skills, promotions and lack of capital. The form of application of 
entrepreneurial attitudes can be indicated by entrepreneurial orientation with an indication of 
innovation ability, proactivity, and ability to take risks [6]. Lumpkin and Dess [7] stated that 
companies that have a strong entrepreneurial orientation will be more willing to take risks, and 
not only stick to the company's past strategies. This is because entrepreneurial orientation has 
five aspects, namely autonomy, innovation, taking risks, being proactive, and aggressive. 
Entrepreneurial orientation is considered capable of collaborating with innovation in creating 
unique opportunities for the survival of a product and industrial growth. Companies that have 
a strong entrepreneurial orientation will have the ability to innovate better than other 
companies that do not have an entrepreneurial orientation. Baker and Sinkula [8] stated that 
entrepreneurial orientation has a positive and significant effect on product innovation. For this 
reason, the main contribution of this research is to explore entrepreneurial orientation, 
especially in creating innovation during the Covid-19 Pandemic. 

2 Literatur Review 

2.1 The Influence of Entrepreneurial Orientation on Innovation 

Entrepreneurial orientation is an important factor for innovation [9]. Entrepreneurial 
orientation refers to trends, processes and behaviors that direct companies to enter new or 
existing markets with existing or new products [7]. 

According to Miller, a company with an entrepreneurial orientation is one that is 
involved in market innovation, doing a rather risky business, first doing it with proactive 
innovation, and beating competitors [6]. In small companies, to become more innovative and 
profitable, flexible structures that allow it to respond quickly to changes in a competitive 
environment is to constantly seek new ways to be more flexible and the adoption of an 
entrepreneurial orientation will increase the ability to be innovative and more competitive 
[10]. 

Companies will gain many benefits by adopting an entrepreneurial orientation [11], this 
is because entrepreneurial orientation is considered the first step in understanding innovation 
[9][10] and plays a key role in the company's competitive advantage [7]. Based on previous 
theory and empirical studies, the hypotheses built from this relationship are: 

H1 = innovativeness has a significant effect on innovation. 
H2 = risk taking has a significant effect on innovation. 
H3 = pro-activeness has a significant effect on innovation. 
H4 = competitive aggressiveness has a significant effect on innovation. 
H5 = autonomy has a significant effect on innovation. 

 



3 Material and Method 

3.1 Measures 

Entrepreneurial orientation (EO) is measured using 5 indicators that adopt research 
conducted by Lumpkin and Dess [7], namely: innovativeness, risk taking, proactiveness, 
competitive aggressiveness, autonomy with a 5-point Likert scale. The results of validity and 
reliability show all dimensions are valid and reliable. 

Innovation. The measurement uses a 5-point Likert scale by adopting 4 indicators in the 
study of Kalkan, Bozkurt and Arman [12], namely product, process, marketing and 
organizational innovation. The results of validity and reliability tests show all indicators are 
valid and reliable. 

 
3.2 Data Analysis 

The research was conducted at the largest batik industrial center in Laweyan-Solo, 
Central Java, Indonesia. Data were collected for 6 (two) weeks by visiting respondents after 
getting time to meet. In addition, the use of the batik community (Paguyuban/social capital) 
was carried out in order to obtain a high response rate [13]. A total of 200 questionnaires were 
distributed. From a variety of attempts, including formal and informal contacts, we received 
198 complete questionnaires across selected regions representing a 90% response rate. We 
found that the sample structure matched the population with the goodness of fit test [14]. The 
data collected from the questionnaire were analyzed using the Statistical Package for Social 
Sciences (SPSS) for statistical analysis. Regression analysis is used to examine the effect of 
the independent variable on the dependent variable. 

4 Result and Discussion 

Demographic information shows that the majority of respondents are male (60.6%), with 
ages ranging from 40-50 years (52.9%) and only 3% of respondents are under 30 years old. 
Most of the Batik industry has been running for 4-13 years (66.7%), with the education of 
most respondents at the secondary school level, namely 50.5%. In the Batik industry, the 
number of workers used is usually in the range of 11-20 craftsmen (45%). The number of 
workers in the Batik industry is usually a combination of permanent and piece workers, with a 
composition of 40%-60% or 50%-50%. 

The correlation shows that the dimensions of pro-activeness, and autonomy have a strong 
relationship with innovation (r = 0.707, r = 0.708, ρ = 0.00), while moderate correlation can be 
seen in the relationship pathway with risk taking, competitive aggressiveness and 
innovativeness (r = 0.556, r = 0.463 r = 0.518 with a value of ρ = 0.00). Proactive and 
Innovativeness have a determinant value (M = 3.99, M = 3.91) in explaining innovation. 

 
Table 1. Mean, Standard Deviation, Correlation 

Var M SD Innova-
tiveness 

Risk- 
Taking 

Pro- 
active 

Comp. 
Agresiveness 

Auto- 
nomy 

Inno- 
vation 

Innova-iveness 3.91 0.56 1      
Risk Taking 3.54 0.67 .421** 1     
Pro-active 3.99 0.65 .350** .551** 1    



Comp. Agresiveness 3.52 0.70 .414** .519** .407** 1   
Autonomy 3.77 0.70 .414** .428** .555** .474** 1  
Innovation 3.06 0.41 .518** .556** .707** .463** .708** 1 

**. Correlation is significant at the 0.01 level 2-tailed).    
*. Correlation is significant at the 0.05 level (2-tailed).   

 
Table 2. Regression Analysis 

Variable β t Sig. Summary 
Innovati-veness 0.159 3,355 0.001 Positif and Significant 
Risk Taking 0.136 3,352 0.001 Positif and Significant 
Proactive 0.072 1,757 0.8 Positif and Unsignificant 
Competit-ve Agresive-ness 0.156 4,247 0.00 Positif and Significant 
Autonomy 0.061 1,611 0.109 Positif and Unsignificant 

 
The results in table 2 show that the value of ρ innovativeness (ρ = 0.001), risk taking (ρ = 

0.001) and innovation (ρ = 0.000) are below the value of the expected significance level 
(0.05), therefore supporting H.1, H.2 and H.4. While in the path of proactive and autonomy 
influence did not have a significant effect on innovation (ρ = 0.8 and ρ = 0.109). This finding 
differs from previous studies, especially for the proactive and autonomy dimensions. The 
regression results show that Innovativeness has a positive and significant effect on innovation. 
Schumpeter [4] describes the economic process as “creative destruction”, where wealth is 
created when the existing market structure is entered by new products or services that shift the 
resources of existing companies and cause the new companies to grow. The key to this cycle 
of activity is entrepreneurship: the introduction of innovative competitive “new combinations” 
promotes the dynamic evolution of economies [4]. Thus “innovative nature” becomes an 
important factor used to characterize entrepreneurship. Risk Taking has a positive and 
significant effect on innovation. Cantillon [15], who was the first to formally use the term 
entrepreneurship, argued that the main factor separating employers from hired employees was 
uncertainty and entrepreneurial risk. Therefore, the concept of risk taking is a term often used 
to describe entrepreneurship. Competitive aggressiveness has a positive and significant effect 
on innovation. Competitive aggressiveness refers to the tendency of a company to directly 
challenge its competitors to enter or increase its position by outperforming industrial 
competitors in the market. Competitive aggressiveness also reflects the desire to be modern 
and not rely on traditional methods to compete. Examples of modern competitive 
aggressiveness for newcomers are, analyzing and targeting competitor weaknesses [16] and 
focusing on high value-added products coupled with monitoring unnecessary expenditure [17]. 
Likewise, Porter [18] recommends three approaches for pursuing existing firms aggressively 
namely doing things differently (reconfiguring), changing the context (redefining the product 
or service and its channels or market scope), and spending more money than the industry 
leader.  

Proactive (activeness) has no significant effect on innovation. Proactive refers to how a 
company deals with the process of entering new market opportunities. Companies act by 
taking the initiative and acting on an opportunity to “shape the environment” in the market, 
that is, to influence trends and create demand. Until recently proactive traits were used to 
describe the companies that innovate the fastest and the first to introduce new products or 
services. This was stated by Miller and Friesen [19] about entrepreneurial companies as 
companies that “produce proactive innovation for the first time”. 

Autonomy has no significant effect on innovation. The concept of autonomy is a key 
dimension of entrepreneurial orientation. Autonomy refers to the independent action of an 



individual or organization in generating an idea or vision and bringing it to completion. In 
general, this means the ability and willingness to direct oneself in pursuit of opportunities. 
Hart [20] suggests an integrative framework including a generative mode, in which strategy 
making occurs from the entrepreneurial activities of organizational members that produce 
ideas which are then passed on to higher levels of management. Hart's opinion is supported by 
Bourgeois [21] who describe the Crescive model, which is a strategy initiated in the 
organization through individual entrepreneurship. This model suggests that the impetus for 
new ventures often occurs at a lower level within an organization [22] and reflects the 
autonomy to organizational members that may be found in internal corporate business settings. 
In both cases, freedom to act independently is an important dimension of entrepreneurial 
orientation. 

5 Conclusion 

The findings of this study supported the results of research conducted by Wu, Chang, and 
Chen [9] that entrepreneurial orientation encourages the development of innovation. 
Entrepreneurial orientation, with the characteristics of innovation, risk-taking, pro-activeness, 
competitive aggressiveness, and autonomy [6][7], is the key to creating a higher level of 
innovation [23][24]. Organizations with a high entrepreneurial orientation can continue to 
identify and take advantage of opportunities that arise [25]. Entrepreneurial orientation 
stimulates the innovative potential and organizational creativity, creates a proactive attitude 
towards innovation [8]. The limitation of this research is using a cross-sectional method that 
didn’t saw the development of entrepreneurial orientation in a comprehensive. For future 
studies is necessary to include the flexibility strategy of SMEs because this strategy is 
considered the most suitable with current conditions. 
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