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The purpose of this study aimed to investigate the moderating role of Tri Hita Karana (THK) culture on the effect 

of entrepreneurial orientation on financial performance. In this study, we obtain the population taken from all 

export-oriented handicraft industries in Bali, Indonesia. Here, the population criteria were proposed as a private 

industry that have a business license which is registered on Trade and Industry Department Bali Province to carry 

out business activities as a producers and exporters. Currently, there are 42 business units that meet the specified 

criteria. The data observation samples obtained from saturated sample with the owner or manager private industry. 

Here, the Partial Least Square technique was performed to analyse significant effect on financial performance. The 

result shows THK culture has a positive and significant effect on financial performance while THK culture is not 

proven to be able to moderate the relationship between entrepreneurial orientation and financial performance.   In 

this study, the THK culture implies that the role of culture is not able to strengthen the relation of entrepreneurial 

orientation to financial performance. Moreover, the entrepreneurial orientation has a positive and significant effect 

on financial performance. This implies that higher the entrepreneurial orientation, the better the financial 

performance. 
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1. INTRODUCTION 

The development of small and medium industries has 

recently attracted more attention specifically in 

developing countries including Indonesia [1, 2]. There are 

at least three important reasons behind this as follows. 

First, SMEs has proven to be effective as a savior of the 

economic crisis that hit the industry. Second, the potential 

is quite large in creating more job opportunities. Third, 

the SMEs, segment can be found ranging from simple to 

relatively sophisticated technology industries. SMEs play 

an important role in relation to economic growth in Asian 

countries [3]. Here, the empowerment of SMEs is very 

strategic because it has the potential to drive economic 

activity as well as become a source of income in 

improving the welfare of most people in Indonesia [4]. 

SMEs have proven to be resistant to crisis and able to 

survive because they do not have foreign debt, do not owe 

much to banks, use more local inputs, and are export 

oriented [5]. Furthermore, the labor population and the 

large number of SMEs business units (around 99%) are 

only able to contribute less than 60% of the total national 
*Email Address: yunijuwitaristanty@gmail.com 

business output in Indonesia. In contrast, large-scale 

enterprises with a population of only about 1% of the total 

national enterprises control almost half of the national 

output. Thus, it’s indicates that there is a productivity gap 

between SMEs and large-scale businesses [6]. The 

problem of low performance of SMEs in general is more 

dominant due to the use of traditional technology, lack of 

capital and weak managerial aspects, weak management 

capabilities, weak decision-making abilities, quality of 

human resources, too small business scale, and lack of 

experience and financial supervision [7]. Thus, the 

financial Performance will be a benchmark for financial 

institutions on the financing decisions to be given to the 

industry. Here, the company must be in a favorable state 

and have good prospects. If the company is in an 

unfavorable condition, it will be difficult for the company 

to obtain loans from creditors and investment from 

outside parties [8]. In this study, the problems faced by 

SMEs is related to improve financial performance, 

namely capital. Capital problems include limited amount 

of capital, limited knowledge about sources of capital, 

collateral values that are not in accordance with capital 
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requirements, difficulty meeting credit requirements. The 

constraints faced by SMEs are capital, especially 

difficulties when meeting credit requirements because 

SMEs are small companies that do not have audited 

financial statements.  The problems faced by SMEs need 

to be solved because they will affect the performance. In 

the previous study, a the determinants of the financial 

performance of SMEs are categorized such as (1) 

alternative venture capital and the effectiveness of the use 

of funds; (2) promotion support, market share, product 

price, productivity, copyright protection, product quality, 

production equipment, quality of human resources, 

innovative and creative products, and product variations; 

(3) patterns of behavior or habits and experiences that 

encourage members of the organization or company to 

work and interact to realize the company's goals [9]. 

Thus, in order to achieve company goals, management  

must be consistent, disciplined, work hard, make 

continuous improvements and maintain the effectiveness 

of the use of company funds [10]. Promotional support, 

market share, product prices, productivity, copyright 

protection, product quality, production equipment, quality 

of human resources, innovative and creative products, and 

product variations are the elaboration of the form of 

Entrepreneurship Orientation which also affects the 

achievement of company goals. Patterns of behavior or 

habits that encourage members of the organization to 

work and interact to create something new is a form of 

innovation. Innovations that are carried out continuously 

will make the company able to survive and increase 

business [11]. Companies that act independently and are 

driven to always make innovation, risk-taking, be 

proactive, and compete more aggressiveness tend to have 

a higher level of entrepreneurial orientation. The level of 

entrepreneurial orientation has a significant impact on 

financial performance [12]. The higher the entrepreneurial 

orientation, the organizational performance tends to 

increase [13]. Here, the SMEs Study are conducted by 

proving that entrepreneurial orientation can significantly 

impact organizational performance while another study in 

South Korea was clarified that entrepreneurial orientation 

does not only affect organizational performance, but can 

continuously create dynamic capabilities and create 

corporate entrepreneurship [14, 15]. 

Research on entrepreneurial orientation has been 

widely carried out, and it was found that the ability of a 

company's entrepreneurial orientation has a significant 

impact on financial performance [16, 17]. Companies 

with a high level of entrepreneurial orientation tend to 

innovate products consistently, dare to take considered 

business risks, and act proactively against possible 

environmental changes. Companies with a high level of 

entrepreneurial orientation always try to find new 

opportunities and strengthen their competitive position in 

conducting business activities in the market [18]. 

Moreover, the emphasizes the development of the concept 

of entrepreneurial orientation is very necessary in SMEs. 

This is important because the personal attributes of the 

owner that form an entrepreneurial orientation have a 

strong influence on financial performance. Dimensions of 

entrepreneurial orientation can be reflected in attitudes 

and behaviors, such as autonomy, risk, innovation, and 

aggressive competition by placing personal attributes on 

the business owner. Here, the entrepreneurial orientation 

is directly related and has a strong impact on encouraging 

companies to perform better [19, 20, 21]. Furthermore, 

entrepreneurial orientation plays an important role in 

pushing companies towards superior performance. 

Another non-financial variable that affects financial 

performance is the organizational culture that applies and 

is applied in the company. The culture that develops and 

is applied to an organization will affect the decisions 

taken by management owners related to the courage to 

use external funding sources which will ultimately affect 

financial performance [22]. Organizational culture is one 

of the non-financial variables that play a role in realizing 

financial performance [23]. Organizational culture also 

influences the development and success of both large and 

small companies [24]. 

Organizational Culture in this study is to explore 

culture based on local Balinese concepts as innovative 

inspiration that is maintained to improve Financial 

Performance. Organizational culture in this study is a 

culture of unique local values and has a philosophy of life 

balance known as the THK concept where this concept 

includes a balanced relationship between humans and 

God, between humans, and between humans with the 

environment. THK is a cultural concept that has grown 

and developed and has been established as the basis of 

business philosophy, philosophy of tourism development, 

spatial planning, and strategic plans for regional 

development. THK is one of the national cultures that 

contains universal values both in concept and 

implementation, regardless of ethnicity, race, and religion 

[25]. Although there has been a lot of research, 

entrepreneurial orientation is increasingly interesting to 

study, especially on SMEs. Entrepreneurial orientation 

has a strong influence on business performance because it 

is triggered by the ability to identify and exploit untapped 

opportunities [26]. This research becomes more 

interesting when THK's local cultural values are used in 

organizational culture practices in collaboration with 

entrepreneurial orientation to encourage financial 

performance. 

 

2. METHODOLOGY 

Entrepreneurial orientation is the level where companies 

are able to be more proactive, innovative, and dare to take 

risks which are seen as playing an important role in 

improving business performance. Meanwhile, an 

entrepreneurial orientation becomes an acceptable 

meaning to explain business performance [27]. Here, the 

entrepreneurial orientation refers to processes, practices, 

and decision-making that lead to new inputs and has three 

aspects of entrepreneurship, namely taking risks, acting 

proactively and always being innovative [28]. 
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Dare to take risks is an entrepreneurial attitude that 

involves a willingness to commit resources and dare to 

face challenges by exploiting or engaging in business 

strategies where the possible outcome is full of 

uncertainty. Proactivity reflects the entrepreneurial 

willingness to dominate competitors through a 

combination of aggressive and proactive moves, such as 

introducing new products or services above the 

competition and activities to anticipate future demand to 

create change and shape the environment. Innovativeness 

refers to an entrepreneurial attitude to be creatively 

involved in the process of experimenting with new ideas 

that allow generating new production methods so as to 

produce new products or services, both for the current 

market and for new markets. High entrepreneurial 

orientation is closely related to the main driver of profit 

so that an entrepreneur has the opportunity to take 

advantage of the emergence of these opportunities, which 

in turn has a positive effect on business performance [29]. 

Other empirical evidence showing that there is a positive 

influence between entrepreneurial orientation and 

business performance [30, 31]. Here, the entrepreneurial 

orientation can improve the company's ability to market 

its products towards better business performance. 

Companies that are more innovative, proactive, and dare 

to take risks tend to be able to perform better.  

Furthermore, culture is the actualization of one's 

behavior because various decisions taken will be 

influenced by their respective cultural identities. 

Companies with different cultural backgrounds have 

different business management behaviors. The elements 

of these differences are found in the cultural style that 

characterizes management in which one of the elements 

of the difference is determined by culture and religious 

teachings. Organizational culture as a pattern of values 

and beliefs that help individuals understand the 

functioning of the organization and provide them with 

norms to behave within the company. Empirical research 

on organizational culture has been carried out by several 

studies finding that organizational culture is an important 

factor in determining entrepreneurial potential; 

organizational culture has a positive and significant effect 

on business performance also organizational culture is 

able to synergize with business performance [32]. THK is 

a philosophy as well as a concept of Balinese life in all 

aspects of life. THK contains elements of harmonious 

relationship between humans and God, harmonious 

relationships between humans, harmonious relationships 

between humans and the environment, which are 

basically analogous to the cultural system. The concept of 

THK culture is a concept that puts forward the principles 

of togetherness, harmony, and balance between economic 

goals, environmental and cultural preservation, as well as 

aesthetics and spirituality. In this regard, business people 

and all components of Balinese society are required to 

apply the THK culture in their daily lives. Likewise, in 

carrying out business activities, one should consider the 

balance between fulfilling worldly needs and religious 

needs. This can be seen from the concept of a balance of 

human relations which includes initiative-creativity, hard 

work without knowing despair, respect for time, 

cooperation and harmony, honesty and loyalty, and ethical 

efficiency. The principle is interrelated with the business 

activities must be based on dharma and the business 

activities must pay attention to the environment. Based on 

the literature study above, we obtain the several 

hypotheses, as follows: 

 

H1 : Entrepreneurial orientation has an effect on 

financial performance. 

H2  : THK culture effects on financial performance 

H3 : THK culture moderates the effect of 

entrepreneurial orientation on financial 

performance 

 

3. RESULT AND DISCUSSION 

This study we use a quantitative causality design to 

analyze the causal relationship between research variables 

in accordance with the hypotheses compiled using 

statistical analysis tools. The causal relationship in this 

study is the role of THK culture in moderating the 

entrepreneurial orientation variable on the financial 

performance variable. The scope of this research was 

carried out on export-oriented SMEs in Bali with the 

object of research on entrepreneurship orientation, THK 

culture and financial performance. The population in this 

study are all export-oriented handicraft industries in Bali. 

Currently, the handicraft industry that meets the specified 

criteria is 42 business units according to the data obtained 

at the Department of Industry and Trade in 2018. 

Furthermore, the entire sample is taken so that this study 

uses a saturated sample with the owner or manager 

analysis unit. The technique that can be used to test the 

validity is the product moment correlation technique 

while the item is declared valid if the correlation 

coefficient [33]. In this test, the value of a reliability is 

shown through Cronbach's Alpha score where if the score 

is higher than 0.60 then the instrument it can be said to be 

reliable. Furthermore, the data that has been collected was 

analyzed using descriptive statistics and Inferential 

Analysis. Based on the results of research conducted on 

export-oriented craftsmen as many as 42 persons. In 

testing the hypothesis, the value analyzed is the value in 

the t-statistic generated from the PLS output by 

comparing it with the t-table value. The PLS output is an 

estimate of the latent variable which is a linear aggregate 

of indicators. Hypothesis testing with PLS was carried out 

in two stages, namely directly calculating the effect of the 

independent latent variable on the dependent latent 

variable, and the effect of the independent latent variable 

on the dependent latent variable by moderating THK 

culture. The outputs of the PLS results to test the research 

hypotheses (H1 to H3) while the calculation results are 

showed in Figure 1 and Table I, respectively. 
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Figure 1. Calculation result on PLS software 

 

 

Table I. Hypothesis calculation results 

Variables 

Original 

sample 

estimate 

Mean of 

subsamples 

T-

Statistic 

p-

value 
Remark 

EO -> FP 0,177 0,228 0,228 0,053 Sig. 

THK culture -> FP 0,199 0,072 0,072 0,011 Sig. 
THK* EO -> FP -0,073 0,025 0,025 0,076 Non sig. 

 

The results of hypothesis testing with the PLS approach 

shows a path coefficient of direct influence of 

entrepreneurial orientation on financial performance with 

a value of 0.177 with t-statistics of 2.670 and p-value of 

0.053. The t-statistics value of 2.670 is greater than 1.896 

(alpha 5%), then the effect of entrepreneurial orientation 

on financial performance is significant. Thus, hypothesis 

1 (H1) which states that entrepreneurial orientation has a 

significant positive effect on financial performance is 

accepted. This implies that the better the implementation 

of work entrepreneurship orientation can improve 

financial performance. The results of hypothesis testing 

state that entrepreneurial orientation has an effect on 

financial performance. This means that the better the 

implementation of the entrepreneurial orientation, the 

better the perceived financial performance of the 

company. Entrepreneurial orientation as measured by 

innovative, proactive and risk taking can increase the 

relationship between entrepreneurial orientation and 

financial performance. The high entrepreneurial 

orientation is closely related to the main driver of profit 

so that an entrepreneur has the opportunity to take 

advantage of the emergence of these opportunities, which 

in turn has a positive effect on business performance. 

showing that there is a positive influence between 

entrepreneurial orientation and business performance. 

The results of hypothesis testing state that THK 

Culture has an effect on financial performance. This 

means that the better the implementation of the THK 

Culture, the better the company's financial performance. 

THK culture which is measured using indicators of 

human relationship with God, human relationship and 

human relationship with environment is able to improve 

the financial performance. This is in line with research 

conducted by Empirical research on organizational 

culture has been carried out by several studies finding that 

organizational culture is an important factor in 

determining entrepreneurial potential; organizational 

culture has a positive and significant effect on business 

performance, and organizational culture is able to 

synergize with business performance. In addition, the 

THK philosophy is a philosophy as well as a concept of 

Balinese life in all aspects of life. THK contains elements 

of harmonious relationship between humans and God, 

harmonious relationships between humans, and 

harmonious relationships between humans and the 

environment, which are basically analogous to the 

cultural system. In addition, the implementation of the 

production processes the harmonization concept is used 

as a guide without reducing business productivity. This is 

done by increasing the variety of resources that must be 

utilized to produce output. Thus, business people in Bali 

are obliged to prioritize the principles of balance based on 

the THK concept. The goal is to increase the ability of 

entrepreneurial orientation to excel. 

 

4. CONCLUSION 

The results of this study indicate that the entrepreneurial 

orientation has a positive and significant effect on 

financial performance. This implies that the better the 

entrepreneurial orientation, the better the financial 

performance. THK culture has a positive and significant 

effect on financial performance. This implies that the 

application of the THK Culture helps in improving 

financial performance. Moreover. the THK culture is not 

proven to be able to moderate the relationship between 

entrepreneurial orientation and financial performance. 

This implies that the role of the THK culture is not 

capable of strengthening the application of an 

entrepreneurial orientation to financial performance. 
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