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Product Development Performance (PDP) has an important role to achieve the 

competitive advantage of the company so that the managerial role is a major 

factor that can contribute to the success of product development. One of the 

important factors for understanding Product Development Performance is how 

a corporate applied the strategic corporate orientation optimally. Strategic 

orientation can be interpreted as a strategic direction that is determined to be 

applied by a company as a means of creating the right behaviour in achieving 

sustainable superior business performance. In this research, we focused in 

Entrepreneurial Orientation that has been developed in family businesses. 

Strategic orientation became an important antecedent in enhancing the 

development of product performance (PDP) because some researchers stated a 

deeper understanding related to the role of Entrepreneurial Orientation (EO) is 

needed especially in family businesses. The development of product 

performance is also supported by other factors, they are Network Capability 

and Environmental Dynamism. These findings explained that entrepreneurial 

orientation has a significant positive effect on product development 

performance when a company has adequate networking capability to manage 

environmental dynamics. Therefore, this study is focused on looking at the 

effect of Entrepreneurial Orientation on Product Development Performance 

with Networking Capability and Environment Dynamic as moderating. The 

research approach taken is quantitative research, which used data presented in 

the form of numbers or numerical information. The population in this research 

is family businesses that are located in Java and Bali, Indonesia and the number 
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 is unknown. This study found that family businesses have entered the survival 

phase have a long-term entrepreneurial orientation, which means that they are 

able to manage opportunities innovatively by being more proactive in all 

conditions, and it has an effect on the performance of product/service 

development. The networking capability has opportunities as an antecedent 

that can affect the performance of product/service development while 

environmental dynamism is only a potential moderator. 

Keywords: 

Environment Dynamic, Entrepreneurial Orientation, Networking Capability, 

Product Development Performance 

 

 

Introduction 

The growth of family businesses in Indonesia over the past 12 months has increased compared 

to 2016. It showed that 65% has experienced growth and only 7% has decreased so that globally 

family business growth reached 69% (PWC, 2020). Business in Indonesia globally is more 

likely to experience rapid and aggressive growth, and current international sales growth of 16% 

is a contribution from the turnover of family businesses in Indonesia and is expected to grow 

to 27% within five years (PWC, 2020). The main challenges for Indonesian’s family businesses 

in the next two years are improvements in accessing right skills and abilities, innovating to stay 

ahead, economic environment and competition. The important thing in meeting personal and 

business goals is the maintenance of the best talent (through recruitment and retention), in 

addition to that innovation and profitability are also the keys to success. In connection with 

strategic planning, there is a fact which states that 17% do not have a medium-term plan. 

 

More than one third (35%) of Indonesian’s family businesses want to change the business 

model over the next two years (20% globally) and 81% will place individuals who have 

professional expertise from outside the family to be able to contribute to the business (PWC, 

2020). 63% of family businesses in Indonesia will make a significant step in terms of digital 

capabilities in the next two years, while there is also data that shows 46% of family businesses 

feel vulnerable to digital disruptions which is more than doubled in 2016, and higher than 30% 

globally (PWC, 2020). Based on these data, the dynamics of the management in family 

businesses are certainly faced with conditions that are always dynamic and full of uncertainty.  

 

Uncertainty in an ever-changing and unpredictable environment encourages companies to 

access competitiveness in improving the long-term performance of the industrial sector 

(Hosseini et.al., 2012). Agbim et.al. (2014) states that many companies try to improve business 

performance by accessing information from the business environment, so as to maintain the 

level of interest and frequency in the business environment. The findings of Hung and Chou 

(2013) show that technology and market can positively increase or decrease the effect on 

company performance. Hung & Chou (2013) explains one way to survive in a dynamic 

business environment, it must innovate and develop in various aspects so it can improve 

company performance in environmental turbulence. Hung & Chou (2013) added that 

environmental turbulence can be influenced by technological turbulence and market 

turbulence, so it is possible that environmental dynamics can increase or decrease company 

performance.  
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Seeing the dynamics that cannot be predicted, many companies try to access sensitivity to 

uncertain conditions. Adomako and Danso (2018) states that networking capability is one of 

the important things that a family company must have in order to survive in all conditions. 

Networking capability is the ability possessed by businesspeople to build relationships with 

buyers, suppliers and competitors. Anwar et al. (2018) states that networking capability is 

needed in establishing relationships with suppliers, buyers and competitors so that without such 

a relationship it is impossible for the company to survive. 

 

Zahra (1993) found that there was a strong positive relationship between entrepreneurship and 

performance among firms in dynamic growth environments. It showed that the relationship 

was largely negative among the firms present in static and impoverished environments whereas 

Miller (1988) found that innovative strategies in uncertain (unpredictable and dynamic) 

environments were associated with higher performance. Those became reasons to believe that 

performance implications can be influenced EO positively. A general tendency in today’s 

business environment is the shortening of product and business model life cycles (Hamel, 

2000). Consequently, the future profit streams from existing operations are uncertain and 

businesses need to constantly seek out new opportunities. An EO can assist companies in such 

a process.  

 

Several empirical studies find support for EO’s positive impact on performance (Zahra, 1991; 

Zahra and Covin, 1995; Wiklund, 1999). This can be explained that entrepreneurial orientation 

has a significant positive effect on product development performance when a company has 

adequate networking capability to manage their environmental dynamics. This is important for 

family business management because there is a competency gap between generations. That is 

why it is very important to know the conditions of dynamic environmental whether next 

generations have the same orientation as the predecessor generations. Regarding the 

involvement of the next generation in managing the family business, of course, it is not just 

continuing, but also providing a different and new improvement in the family business, 

especially if it is related to product or service development. Therefore, this study is focused on 

looking at the effect of Entrepreneurial Orientation on Product Development Performance with 

Networking Capability and Environment Dynamic as moderating. 

 

Literature Review  

 

Product Development Performance 

Product development is a series of development activities, production and delivery of new 

products to the market. Various models have been proposed to describe or manage the product 

development process. Most of these models focus on activities (Saren, 1984) or stage gate 

models (Cooper, 2008). While the need for internal functions to collaborate in the process 

turned out to be an unmatched thing. Furthermore, similar techniques and concepts in the 1980s 

were increasingly revealed by researchers who also stressed the importance of external 

collaboration, namely with suppliers and customers. However, internal and external 

collaboration cannot clearly produce positive results for the company, where some researchers 

find positive effects (Droge et. al., 2004; Koufteros et al., 2005; Mishra and Shah, 2009; Lau, 

2011; Johnson and Filippini, 2013), other mixed results (Fang, 2008), as well as negative 

effects (Eisenhardt and Tabrizi, 1995). In such inconsistencies, there may be differences in 

conceptualization, operationalization, measurement, analytical methods and / or lack of 

consideration of certain antecedents. 
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Therefore, developing and enhancing collaborative competence can be considered as one of 

the action programs that companies can implement to translate strategic objectives and product 

development priorities so that it becomes an action and also to overcome the complexity of 

products and processes. However, the role of this antecedent in collaborative competence in 

the context of product development has not received adequate attention. Some previous studies 

define new products with different definitions based on the product, manufacturer, consumer, 

or product life cycle. The performance of new product development is multidimensional 

construction. Researchers use various measures of performance evaluation based on different 

research focuses.  

 

The performance of new product development in this study includes market performance, 

financial performance, customer performance, and product performance. Furthermore, several 

studies explain the key factors for successful new product development, including (1) the 

company must have a new high-quality product process and design a new product with 

customer orientation; (2) companies must be able to define new product strategies, including 

goals, objectives, and strategic focus areas; (3) senior management must make the necessary 

commitment of resources for new products and product development; (4) the company must 

have a high-quality new product team, including dedicated team leaders, strong and frequent 

communication and interaction, fast and efficient decision making, etc.; (5) the company must 

have an innovative climate and culture, in addition it also shows that the key factors for the 

successful development of new products consist of (i) cross-functional team to make marketing 

decisions and key making; (ii) high quality sales, advertising, and technical support efforts; 

(iii) involves logistics at the beginning of planning; (iv) good launch management and good 

support management programs; (v) the estimated time to launch; (vi) gathering information 

about market testing, customer feedback, advertising testing, etc (Hsu and Fang, 2009). 

 

Companies must excel in exploitative and explorative innovation to achieve success, or even 

survive (Tushman and O'Reilly III, 1996), it means that Continuous investment in the ability 

to exploit and explore is expected to create competitive advantage (Soosay and Hyland, 2008) 

and if giving inadequate attention to one can cause a decline in organizational performance 

(Atuahene-Gima, 2005). Companies need to ensure that there is a balance between exploration 

and exploitation (March, 1991), even though the combination of exploitation and exploration 

is felt to be difficult for the company (March, 1995). As such, some companies prefer a more 

exploitative strategy, while others might choose a more exploratory strategy.  

 

In addition, several companies pursue both, where the choices made by companies in terms of 

pursuing exploitative or explorative strategies also depend on market turbulence and the 

intensity of competition (Molina-Castillo et al., 2011). Various intra-organizational 

arrangements have been proposed to overcome the tension between exploitation and 

exploration, where there are suggestions that are made and are more concrete than others, 

including organizational ambition (Tushman and O'Reilly III, 1996; Birkinshaw and Gupta, 

2013), multiple organizations (Duncan, 1976; Sutcliffe et al., 2000), process management 

(Benner and Tushman, 2003), mass customization capabilities and innovative ambidexterity 

(Kortmann et al., 2014), and quality management (Asif and de Vries, 2015).  

 

In product development, various researchers focus more on cross-functional coordination and 

collaboration between marketing, product development, and production (Bergen and 
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McLaughlin, 1988; Langowitz, 1989; Voss and Winch, 1996; Sherman et al., 2000; Swink and 

Calantone, 2004; Atuahene-Gima, 2005; Partanen and Haapasalo, 2004; Ahmad et al., 2010). 

It means that collaborative arrangements between organizations, namely collaboration with 

customers, suppliers and even competitors, have proven to be very relevant to overcome the 

tensions that arise in product development (Faems et al., 2005) and enable companies to make 

product development faster and with more varied products (Ryall, 2013). Collaboration 

involves sharing information and assimilating technology, knowledge and processes to develop 

products that can meet market needs (Chang and Taylor, 2016), so that absorption capacity is 

needed, which is a collection of routines needed to acquire, disseminate, change, and exploit 

knowledge (Cohen and Levinthal, 1990; Lawson and Potter, 2012). This is based on the 

resource-based view (RBV), collaborative competence and absorptive capacity can be 

considered as a collection of routines that constitute resources (Shah and Ward, 2003), which 

tend to be emulated by competitors or bought in factor markets. 

 

Entrepreneurial Orientation 

Entrepreneurial orientation shows the extent to which business strategies within a company are 

oriented towards the achievement of new market opportunities and the occurrence of updates 

in existing operations through innovation (Lumpkin and Dess, 1996). This places an emphasis 

on how to find external opportunities and make a commitment to resources for enhancing 

internal innovative behavior and competitive advantage (Covin and Slevin, 1989; Wu et al., 

2008). The entrepreneurial orientation reflects the level of risk taking, proactivity, and 

aggressiveness of the company with regard to innovation (Becherer and Maurer, 1997; 

Atuahene-Gima and Ko, 2001; Bhuian et al., 2005). Entrepreneurial values enhance 

organizational transformation and renewal, can help build new competencies, and create new 

business within existing businesses. Entrepreneurial orientations are willing to take risks to 

find market opportunities and therefore use these opportunities to develop and introduce new 

products to the market, so that they gain first mover advantage (Han et al., 1998; Hurley and 

Hult, 1998). In addition, companies also anticipate and act on market opportunities directing 

companies to take initiatives and act optimally in the market (Venkatraman, 1989; Wu et al., 

2008). Therefore, entrepreneurial orientation can foster the company's innovative capabilities 

by taking advantage of emerging market opportunities and by targeting premium market 

segments so that it can benefit the commercialization of new product development (Lumpkin 

and Dess, 1996). 

 

Research in the field of entrepreneurship has shown that new businesses often fail to translate 

entrepreneurial orientation into higher performance due to lack of strategic resources (Hitt et 

al., 2001). Thus, entrepreneurial orientation can only facilitate wealth creation when companies 

strategically acquire, develop, and utilize resources that can foster opportunities seeking 

behavior and create profits (Ireland et al., 2003). This enables companies to take advantage of 

opportunities that arise and is therefore an important driver of new products and organizational 

growth (Slater and Narver, 1994; Hult et al., 2004; Bhuian et al., 2005; Luo et al., 2005). 

Employee orientation relates to the company's internal focus on human resources, placing 

employee welfare and satisfaction above other stakeholders (Fritz, 1996; Harris and Ogbonna, 

2001; Piercy et al., 2002). Employee-oriented companies are characterized by a centralized 

decision-making process, investments in employee development, and delegated 

responsibilities. This tends to increase the satisfaction, motivation, and commitment of 

organizational members (Fritz, 1996; Ruekert, 1992). 
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Furthermore, some previous research also shows the positive effect of employee orientation on 

performance, showing that satisfied, motivated and committed employees create satisfied and 

loyal customers, which, in turn, tends to increase the company's revenue stream (Ruekert, 1992; 

Fritz, 1996; Pfeffer and Veiga, 1999; Harris and Ogbonna, 2001). In addition, there are also 

studies that show a negative relationship between entrepreneurial orientation and performance 

in some circumstances, which is contrary to the positive relationship between entrepreneurial 

orientation and the performance of commercialization of new products. 

 

Networking Capability 

A company's ability to manage its network can be important for resource distribution, 

identification of opportunities and exploitation so that it impacts on the company's overall 

performance (Dyer and Singh, 1998). As such, a new business must have the ability to manage 

strategically and properly manage their network ties and resources so as to achieve successful 

growth. This means that network capabilities can help companies achieve this (Dyer and Singh, 

1998; Walter et al., 2006; Reinartz et al., 2004; Swaminathan and Moorman, 2009; Mitrega et 

al., 2012). Therefore, network capability is defined as the process by which companies find, 

manage and utilize their social ties, contacts and connections over time that aims to develop 

and grow through their social networks. 

 

Formally, network capability is the company's ability to systematically and competently exploit 

and explore social ties, contacts, and connections that complement each other with external 

entities to mobilize and use network resources to create products and services so that they have 

added value as time begins from the market appear, collide, split, evolve and die. The definition 

shows the existence of multiple processes of networking, relationship coordination, the ability 

to adapt relationships and relationship experiences during company development over time. 

Therefore, most researchers define that network capability is the ability that companies have 

to manage relationships between companies. This concept gives rise to the assumption that 

network capability focuses more on company-specific networks rather than the specific 

constituent skills needed to manage a single network (partners). In addition, this network 

capability not only facilitates theoretical expansion in the literature on network structure, but 

also highlights the importance for companies to consider network dynamics and network 

management processes. Furthermore, network capability is also defined as the company's 

ability to find network partners and manage network relationships to create competitive 

advantage so that network capabilities can be seen from two dimensions, where the first 

dimension, finding network partners which refers to the extent of the search by the company 

to identify individuals or organizations the right company to want to interact, while the second 

dimension, managing network relationships shown by the relational skills of a company in 

managing effective and efficient network relationships with resource persons or organizations. 

This is in line with the literature, where to obtain the benefits embedded in the network, the 

company must take deliberate actions to improve its capabilities in 1) choosing the right 

network partner, 2) setting up the right enterprise-level management mechanism to navigate 

various complex network activities with partners. Furthermore, recent research shows that 

network capability is positively related to company performance, and network structure may 

have a contingency value on the results of company performance, so it is important to 

understand the most influential social network bond patterns. In this study the focus is on two 

network structures: strong ties, bridge ties, and their relationship to network capabilities on 

product development performance. 
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Environmental Dynamism  

Environmental dynamics refers to the speed of change and market instability and technological 

environment where high environmental dynamics can reflect a high frequency of unexpected 

new changes that make it difficult for companies to respond by referring to the breadth of 

searches the company does to identify individuals or organizations that are right with 

companies that want to interact determine the objective and formal procedures. Companies that 

operate in a dynamic environment should use appropriate new technology, develop new 

products, actively conduct market and customer analysis, arrange to benefit in the market, 

develop, maintain strategic flexibility, take proactive and innovative strategies, and be oriented 

future. If the company does not understand the level of environmental change, it will fail to 

capture the best opportunities that arise in the market. Prior research has supported the view 

that a dynamic environment tends to positively moderate the entrepreneurial orientation and 

performance relationship (Casillas et al., 2011; Lumpkin and Dess, 2001). There is also 

evidence in the family business literature that, as environmental dynamism increases, family 

firms with higher levels of entrepreneurial orientation will have stronger performance (Casillas 

et al., 2010; Cruz and Nordqvist, 2012). 

 

High environmental dynamics can lead to the need for efficiency and flexibility in order to 

achieve success in the development and commercialization of its products. Efficiency in 

product development and commercialization requires deep exploitation of a strong bond that 

is by getting a degraded information flow, technological innovation, and operational support 

to facilitate the companies involved in improving existing products. Products developed by the 

company in this case are incremental, where additional product innovations can help companies 

generate additional revenue and ensure cost reductions and increased efficiency. In this case, 

network capabilities can help companies utilize existing ties to ensure better financial and 

economic stability in times of uncertainty. 

 

Entrepreneurial Orientation and Product Development Performance 

The three dimensions of entrepreneurial orientation (EO) are risk taking, innovation, and 

proactiveness, suggested by Miller (1983) derived from a review of the strategy-making 

process based on Mintzberg (1973) and Khandwalla (1977), also from entrepreneurship 

(Miller, 2011). Three dimensions of the EO constructs, namely competitive aggressiveness, 

proactive, and autonomy, suggested by Lumpkin and Dess (1996) can be described as EO 

domains (Wales et al., 2013). Although the dimensions of EO are different, they are strongly 

related and showed high mutual relations each other (Rauch et al., 2009). The EO dimension 

estimates that different EO dimensions must be relates to performance in the same way. 

However, experts said that dimension of EO may relate differently to company performance 

(Rauch et al., 2009) and there are studies to know advance alternative to EO constructs and 

conditions as alternative conceptualizations (Covin et al., 2006). In this study, EO is used as a 

multidimensional construction testing competitive aggressiveness, proactiveness, and 

innovation as EO dimensions related to product/service development performance.  

 

Companies can adopt EO to get more benefit, such firms innovate frequently while taking risks 

in their product market strategies (Miller & Friesen, 1982). Efforts to anticipate demand and 

aggressively position new product/service offerings often result in strong performance (Ireland, 

Hitt, & Sirmon, 2003), it means that conceptual arguments suggest that EO leads to higher 

performance. While some studies have found businesses that adopt a strong entrepreneurial 

orientation perform much better than firms that do not adopt an entrepreneurial orientation 
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(Covin & Slevin, 1986; Lee, Lee & Pennings, 2001; Hult, Snow, & Kandemir, 2003; Wiklund 

& Shepherd, 2003), other studies reported lower correlations between EO and performance 

(Zahra, 1991; Lumpkin & Dess, 2001; Dimitratos, Lioukas, & Carter, 2004) or were even 

unable to find a significant relationship between EO and performance (Covin, Slevin, & 

Schultz, 1994; George, Wood, & Khan, 2001). Thus, there is a considerable variation in the 

size of reported relationships between EO and business performance. Then, the relationship 

between EO and performance across previous studies showed moderators of the EO–

performance relationship. In this research, strategic orientations are positively related to three 

aspects of new product commercialization, namely new product advantage, new product 

newness, and number of new products introduced to the market. Interestingly, we find that 

pairs of strategic orientations support each other in exerting their impacts on new product 

commercialization performance. In addition, we find that organizational learning mediates the 

effects of strategic orientations on new product commercialization and that environmental 

dynamism moderates the effect of strategic orientations on new product commercialization. 

We obtain the valuable insight that a firm’s successful commercialization of new products 

hinges upon the development of critical (Mu and Benedetto, 2011a), yet complementary sets 

of strategic orientations, especially in a dynamic business environment (Mu and Benedetto, 

2011b). Based on the discussion, here is the conceptual framework (see Fig. 1). 

 

 
 

Figure 1. Conceptual Framework 
 

Methodology  

The research approach taken is quantitative research, according to Neuman (2015) techniques 

in quantitative research produce data presented in the form of numbers or numerical 

information. Population is all elements such as individual groups or objects that fit the research 

criteria (Grove, et.al., 2015). The sample is a sub-group or sub-set of the population (Sekaran 

& Bougie, 2016). The population in this study is a family company in Java and Bali with an 

unknown population, so it can be mentioned that the population of this study is infinite. 

According to Sugiyono (2010), to determine a sample with an unknown population, the 

determination of the number of samples in this study uses the following formula: 

 

 

 

 

n = Z2 (1−P) 

Moe2 

N     = Number of samples 

Z2      = Confidence level (95% or Z = 1.96) 

Moe = Margin of error (maximum sample error rate that can still be tolerated = 10%) 
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After using the formula, the required number of samples was 96.04 and rounded up to 97 

respondents needed for this study (Sugiyono, 2010). The sample selection technique in this 

study uses convenience sampling technique. Convenience sampling is often used in a study 

which is the fastest technique to get basic information efficiently because of its easy 

accessibility (Sekaran & Bougie, 2016). The sample in this study is a family company that has 

been managed by the next generation, with individual analysis units that can be represented as 

a family business. 

 

The analytical tool used in this study is the Partial Least Square (PLS) method using the 

SmartPLS 3.0 program. Validity test by looking at the Average Variance Extracted Value 

(AVE) for each variable> R ^ 2 and the cross loadings value> 0.5 is declared valid (Hair et al. 

2017), and the Reliability Test Value is seen from the Cronbach's alpha value and composite 

reliability> 0.6 . Significance test in testing the inner model and moderation effect can be seen 

in the value of the path coefficient or total effect. According to Sharma and Kim (2013) 

moderation variables are classified into 4 types namely pure moderation, quasi moderation, 

moderation potential, and moderating predictors. The following Table 1 is a classification of 

types of moderation. 
 

Table 1 Moderation Type Classification 

Moderation type Interaction of M  

(moderator variable) 

Moderating Effect 

Y = f(X,M) 

Pure Moderation No Interactions Significantly Moderated 

Potential Moderation No Interactions Not Significantly Moderated 

Quasi Moderation There are interactions  Significantly Moderated 

Predictor Moderation There are interactions Not Significantly Moderated 
   Source : Sharma, et.al. (1981)  

 

Findings and Discussion 

 

Sample Characteristics 

The respondents of this study are family business owners who have actively contributed to the 

management of their family businesses. Table 2 shows respondents’ characteristics. There are 

40 respondents so that the response rate is 42.2%. Based on Table 2, there are informations that 

show that most of the family company industries are companies engaged in the service industry, 

amounting to 42.5%. The data provides relevance that the service industry has the opportunity 

to be more able to innovate in product development, this can be supported by the ability of 

businesspeople in networking (networking capability). The service industry is also an industry 

that is highly engaged with customers so that it is easier to interact in engaging. 
 

Table 2 Respondents’ Characteristics 

Sample Characteristics Frequency % 

Industry 

     Retail 12 30% 

     Manufacture 10 25% 

     Services 17 42,5% 

     Others 1 2,5% 

Company ownership 

      1st Generation 1 2,5% 
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      2nd Generation 29 72,5% 

      3rd Generation 9 22,5% 

      4th Generation 1 2,5% 

Firm Age 

      Less than 6 years 6 15% 

      6 up to 10 years 8 20% 

     11 up to 15 years 1 2,5% 

     16 up to 20 years 13 32,5% 

     More than 20 years 12 30% 

Numbers of firms’ owners  40 
Source : Processed Data 

 

Regarding the generation criteria, 72% are second generation. The second generation is often 

referred to as the survival generation. According to Lansberg (1999) a survey conducted around 

the world shows a low "survival rate" of family businesses, which explains that there are only 

30% of family businesses worldwide that can survive into the second generation. That is, 70% 

of family businesses fail to achieve success in the hands of the second generation. The data 

becomes interesting when in this study most are second generation, so they can contribute to 

the findings in this study. 

 

The age data of the businesses in this study are mostly companies that have long operated, for 

examples, there are 32.5% aged 16 to 20 years and some 30% of companies have more than 20 

years old. This information gives confidence that these companies can be said as family 

businesses that can last more than a decade or more, so that the data obtained has the 

opportunity to have optimal results. 

 

Validity and Reliability  

Data analysis will begin by testing the validity and reliability, after which the model structure 

will be tested. According to Baron and Kenny (1986) in Abdillah and Jogiyanto (2015) in 

moderation testing the inner model test can be done when the independent variable and the 

dependent variable have a significant effect (main effect testing). This is a requirement for 

continuing further testing. The main effect test results will test the significance of the effect of 

the Entrepreneurial Orientation (EO) on Product Development Performance (PDP). The 

following Table 3 shows the results of the validity and reliability in this study. 

 

Tabel 3 Construct Means, Standard Deviations, Reliabilities, Validity and Correlations 

 1 2 3 4 

1. Entrepreneurial Orientation 0,522    

2. Environment Dynamic  0,523   

3. Networking Capability   0,510  

4. Product Development 

Performance 

   0,501 

Mean 0,302 0,228 0,474 - 

Standard Deviation 0,140 0,124 0,141 - 

Cronbach’s Alpha 0.837 0,583 0,912 0,857 

Composite Reliability 0,885 0,812 0,926 0,892 
  Notes: Correlations above .12 are significant at α = .05; Average variances extracted (AVEs) are on the diagonal 
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Table 3 shows that the variables in this study have met the Average Variance Extracted (AVE) 

value, which is that each variable has a cross loadings value> 0.5 (based on criteria in 

SmartPLS) so that it can be declared valid. The reliability test was in accordance with the 

criteria of Cronbach's alpha value and composite reliability> 0.6, so it was stated that the item 

measurement tool used in this study was classified as very good and reliable to use. 

 

Results 

 

Structure Model Testing 

Hypothesis testing will begin with testing the structure of the main model, Figure 2 below is 

the result of testing the main effect. 

  
 

Figure 2. Main Effect Testing Results                              Figure 3. Inner Model Test Results 

 

Based on Figure 2, it can be seen that the t-statistic value between variables of 11.070 shows 

that there is a significant relationship between entrepreneurial orientation (X) and product 

development performance (Y). Testing significant main effects, the inner model testing can be 

continued by adding moderation variables to the research model. The results of testing the 

structural model (inner model) in this study are shown in Figure 3. 

 

Figure 3 shows that the t-statistic value of the influence of the variable networking capability 

(NC) and product development performance (PDP) of 3.093 is significant with a t-statistic 

value more than 1.96 and the t-statistic moderating effect value of 1.325 can be interpreted that 

the networking capability variable (NC) does not moderate the effect of entrepreneurial 

orientatiom (EO) variables on product development performance (PDP). The t-statistic value 

of the effect of dynamic environment variable (ED) on product development performance 

(PDP) shows a value of 0.263 so that it is not significantly influential and the moderating value 

of the dynamic environment variable shows the result of t-statistic moderating effect of 0.316 

so that it can be interpreted that the dynamic environment variable (ED ) does not moderate the 

effect of entrepreneurial orientatiom variables (EO) on product development performance 

(PDP).  

 

Networking capability is a type of moderating predictor which means that networking 

capability (NC) variables can potentially be an independent variable while the environment 

dynamic (ED) variable is a type of moderation potential (homologous moderation) which 
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means it still has the potential to become a moderating variable where the effect affects the 

strength of the relationship between variables independent and dependent variable. In the 

structural model test (inner model) the thing to consider is the value of R². The value of R² is 

used in measuring changes in the variation of the independent variable on the dependent 

variable. A high R² value indicates that the research model used is getting better (Abdillah and 

Jogiyanto, 2015). The following Table 4.3 presents the R² or R Square values used in this study. 

 

Table 4. R Square 

R Square 

Variable R Square 

Product Development Performance 

(Y) 
0,661 

Source: data processed 

 

Table 4 shows the R² value of the product development performance (PDP) variable is 0.661. 

The results of the R² value illustrate that the product development performance variable can be 

explained by 0.661 (66.1%) by the entrepreneurial orientation, networking capability, and 

dynamic environment variables, while the remaining 33.9% is explained by other variables 

outside the research model. 

 

Path Coefficient and Total Effect 
 

Table 4. Path Coefficient and Total Effect 

Hypothesis Path from 
Path 

to 

SEM 1 SEM 2 

Result 
Path 

estimate 

(t statistic) 

p-

value 

Path 

estimate 

(t statistic) 

p-

value 

H1 

EO PDP 3,206 0,001 3,206 0,001 

S 

 

Environmental 

Dynamism 
PDP 0,263 0,793 0,263 0,793 

Networking 

Capability 
PDP 3,093 0,002 3,093 0,002 

H2 
Moderating 

Effect NC 
PDP 1,325 0,186 1,325 0,186 NS 

H3 
Moderating 

Effect ED 
PDP 0,316 0,752 0,316 0,752 NS 

Notes: S = Supported; US = Not Supported 

Source: data processed 

 

The results showed that H1 "entrepreneurial orientation had a significant effect on product 

development performance in family companies" supported. The results of moderating effect 

networking capability on the influence of entrepreneurial orientation variables on product 

development performance have no significant effect, so the results of this study prove that H2 

"networking capability moderates the effect of entrepreneurial orientation on product 

development performance on family companies" is not supported, but can be categorized as a 

predictor of moderation. Moderating effect of dynamic environment variables on the influence 

of entrepreneurial orientation variables on product development performance has no significant 

effect, so the results of this study prove that H3 "dynamic environment moderates the effect of 
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entrepreneurial orientation on product development performance on family companies" is not 

supported, but can be categorized as a potential moderation because the direct effect of dynamic 

environment on product development performance is not significant. 

 

Disscussion  

The results showed that family businesses in the technological era were more courageous in 

taking risks aggressively by implementing bolder strategies. One long-term strategy is to try to 

increase the product / service line. No wonder that the conditions that occur in the market have 

been accommodated in a long-term strategy so that when faced with ever-changing conditions, 

the company is ready with various strategies that have been designed. Companies tend to 

implement various research activities and innovative product / service developments. An 

interesting thing that can be found in this research is that there are two variables that may have 

a moderating role. The results showed different results on the role of moderating environmental 

dynamism which is an external condition of the company that might have an effect on 

organizational performance. The unpredictable and very rapid condition of external changes 

does not have a significant impact on the performance of product / service development. This 

result did not support prior research which showed that dynamic environment tends to 

positively moderate the entrepreneurial orientation and performance relationship (Lumpkin 

and Dess, 2001; Casillas et al., 2011). Then, it means in the family business literatures, when 

environmental dynamism increases, family firms with higher levels of entrepreneurial 

orientation will have stronger performance (Casillas et al., 2010; Cruz and Nordqvist, 2012). 

Environmental dynamism in this research does not play a role in strengthening the influence 

of the company's strategic orientation on the performance of product development, but in 

certain conditions only has the potential to increase or decrease the performance of product 

development so that it can be categorized as a potential moderator, why is that because basically 

in the digital era 4.0 every company especially companies that have been able to enter the 

survival phase have readiness (alertness) in the long-term orientation. Even companies tend to 

be better equipped to deal with changing market needs. In the context of the family business, 

the readiness of the company in maintaining the longevity of organizational sustainability has 

entered the orientation of the succession initiation stage. In this research, almost all of the 

representation of the next generation has actively contributed in the management of the family 

business, so that the alertness button has begun to function so that the readiness in facing 

environmental dynamism is more optimal. 

 

The relationship between strategic orientation, especially focused on entrepreneurship and 

product development has proven that networking capabilities represent the specific capabilities 

needed by companies so that they can be used to support the procurement, integration, and 

exploitation of network resources for product development (Dyer & Singh, 1998; Mu & Di 

Benedetto, 2012; Mu , 2013; Mu, 2014). Networking ability is needed to realize the synergy of 

family businesses with those who contribute to the overall performance of the organization. 

Networking ability is the company's competence in optimizing network resources to support 

creating products and services that have added value. The network entity in the family business 

is not only related to the network of stakeholders, but also deeper in managing strategic 

networks that contribute to the performance of the organization. The results show that 

networking capability acts as a moderator predictor indicate that networking capabilities not 

only play a role in increasing the influence of the company in the long-term orientation in 

product development, but rather the ability to network has the ability and potential to be 

antecedent that can affect the performance of product development.  
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When networking capability is high, strategic planning and performance improvement 

relationships are made where there is some research related to strategic planning for product 

development, it is important for companies to encourage internal and external networks to 

strengthen the development of product development strategies (Mu, J., et al. ., 2016). These 

results indicate that strategic planning is necessary but not sufficient to improve performance 

(Matsuno et al., 2002; Kirca et al., 2005; Kumar et al., 2011; Mu & Di Benedetto, 2012). 

Therefore, having entrepreneurial support can help companies stay in accordance with market 

opportunities and changing customer needs (Mu J., et.al, 2016). This result supported that 

entrepreneurial orientation supports the company through external and internal resources, so 

the company improved company performance and excellence (Teece, 2007; Mu & Di 

Benedetto, 2012; Mu, 2013, 2014, 2015). The effects of interactions between entrepreneurship 

orientation, network capability, product development provide insights on successful NPD 

product development projects where network capabilities involve important additives from 

supporting entrepreneurship on product development, (Mu, et. al., 2016). An example in a 

family business is competence in networking more in the selection and building relationships 

between partners / networks that can be relied upon and at any time can provide support 

accurately. This can be realized through the quality of relationships between partners and 

quality in maintaining long-term relationships, especially to support the longevity of family 

businesses. 

 

Conclusion 

Based on the hypotheses that have been developed, this study can conclude that family 

companies that have entered the survival phase have an entrepreneurial long-term orientation, 

which means they are able to manage opportunities innovatively by being more proactive in all 

conditions, so as to have an effect on the performance of product development /service. 

Networking capability has opportunities as an antecedent that can affect the performance of 

product / service development while environmental dynamism is only a potential moderator. 

The results of the study are less able to support some of the previous studies so that this study 

still has results that are inconsistent with previous research. Therefore, it can provide 

opportunities for further research to be able to apply to different research settings so that they 

can contribute and enrich knowledge empirically.  

 

This research has limitations that lead to future research. First, the data on the independent and 

dependent variables are mainly perceptual. Researchers have been careful in collecting data 

from different sources, the data obtained are cross-sectional so that they cannot capture 

dynamic interactions between entrepreneurial orientation, network capabilities, environmental 

dynamism on the performance of product development over time. Thus, future research is 

expected to use secondary data and are longitudinal in nature. In addition, the data obtained 

came from Java and Bali. Although Rauch et al. (2009) meta-analysis found no differences in 

the relationship of strategic orientation performance across continents, the results might not be 

generalizable to organizations in other countries. Sampling for future research in various 

countries is needed to overcome this problem. Second, researchers collect data from different 

industries so that it might affect the company's performance results because the type of industry 

can determine the company's technological opportunities (Gatignon & Xuereb, 1997), product 

profitability (Teece, 2007), new product commercialization, customer satisfaction with new 

products and the speed of commercialization of new products (Song & Parry, 1997). Future 

research is expected to be able to collect data from various industries to provide more 

interesting results. 
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APPENDIX 

Measurement and Loading Factor 
 

Constructs Measure Loadin

gs 

Entrepreneu

rial 

Orientation 

In general, the top managers of my firm favor have a strong emphasis on R&D, technological 

leadership, and innovations. 

0,536 

There are very many new lines of products or services has your firm marketed in the past five 

years (or since its establishment). 

0,740 

Changes in product or service lines have usually been quite dramatic. 0,736 

In dealing with its competitors, my firm typically initiates actions to which competitors then 

respond. 

0,419 

My firm becomes very often the first business to introduce new products/services, 

administrative techniques, operating technologies, etc. 

0,549 

My firm typically adopts a very competitive, “undo-the-competitors” posture. 0,419 

In general, the top managers of my firm have a strong proclivity for high-risk projects (with 

chances of very high returns). 

0,818 

In general, the top managers of my firm believe that environment, it is best to explore it 

gradually via cautious,  incremental behavior. 

0,340 

When confronted with decision-making situations in- volving uncertainty, my firm Typically 

adopts a bold, aggressive posture in order to maximize the probability of exploiting potential 

opportunities. 

0,791 

Environmen

tal 

Dynamism 

It was difficult to forecast technology developments in our industry. -0,238 

The technology environment was uncertain. -0,137 

Technological development was predictable (reversed). 0,530 

The technology environment was complex. -0,046 

Customer needs and preferences changed rapidly. 0,192 

Product demands and preferences were uncertain. 0,315 

It was easy to predict change in Customer needs and preferences. 0,537 

Market competitive conditions were unpredictable. 0,107 

R & D investment is in absolute terms. 0,549 

R & D investment is as percentage of sales. 0,402 

R & D investment is as compared to average of main competitors. 0,449 

R & D investment is as compared to leading competitor. 0,575 

There are many potential customers for this product to provide a mass-marketing opportunity. -0,023 

Potential customers have a great need for this class of product. -0,225 

The dollar size of the market (either existing or potential) for this product is very large. 0,545 

The market for this product is growing very quickly. 0,535 

Networking 

Capability 

We have a system in place to help us search locally to find proper network partners. 0,485 

We have a system in place to help us search globally to identify ap- propriate network partners. 0,595 

We have a system in place to help us search widely to look for right partners. 0,782 

We can design appropriate mechanism to navigate the dynamics of partner network. 0,765 

We can fine-tune network partnership relationships. 0,605 

We constantly assess and analyze our relationships with partners so that we know what 

adjustments to make. 

0,758 

We can dynamically integrate networking activities into our busi- ness operational process. 0,586 

We can find partners to count on in time when the need arises. 0,864 

We can be quite accessible to our partners in a timely fashion. 0,717 

We can get the needed assistance from our partners in an accurate and timely manner. 0,785 

Our partners can refer us to a third party who could help if the partners cannot provide direct 

help. 

0,492 

I am good at using my connections and networks to make things happen at my organization. 0,819 

I have developed a large network of colleagues and associates at my organization who I can call 

on for support when I really need to get things done. 

0,751 

I spend a lot of time and effort at my organization networking with others. 0,567 
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I spend a lot of time in my organization developing connections with others. 0,456 

I am good at building relationships with influential individuals in my organization. 0,648 

In my organization, I know a lot of important individuals and am well connected. 0,435 

Product 

Developmen

t 

Performance 

Relative to your firm's other products, this product is very successful in terms of [sales, market 

share, return on investment]. 

0,716 

Relative to competing products in the market, this product is very successful in terms of [sales, 

market share, return on investment]. 

0,572 

Relative to your firm's original objectives for this product, this product is very successful in 

terms of [sales, market share, return on in- vestment]. 

0,643 

Relative to your firm's original objectives for this product, this product is very successful in 

terms of customer satisfaction. 

0,590 

Relative to your firm's original objectives for this product, this product is very successful in 

terms of technological advancement. 

0,689 

Relative to your firm's original objectives for this product, this product is very successful in 

terms of overall performance. 

0,725 

In this business unit we meet with customers at least once a year to find out what generation 

products/services they will need in the future. 

0,437 

In this business unit, we poll end-users at least once a year to assess the quality of our 

products/services. 

0,266 

We often talk with or survey those who can influence our end- users' purchases (e.g., retailers 

or distributors). 

0,647 

In this business unit, intelligence on our competitors is generated independently by several 

departments. 

0,487 

We periodically review the likely effect of changes in our business environment (e.g., 

regulations) on customers. 

0,605 

We have interdepartmental meetings at least once a quarter to discuss market trends 

dissemination and developments. 

0,700 

Marketing personnel in our business unit spend time discussing customers' future needs with 

other functional departments. 

0,610 

Our business unit periodically circulates documents (e.g., reports, newsletters) that provide 

information on our customers. 

0,671 

When something important happens to a major customer or mar- ket, the whole business unit 

knows about it in a short time. 

0,524 

Data on customer satisfaction are disseminated at all levels in this business unit on a regular 

basis. 

0,578 

It takes us forever to decide how to respond to competitor price changes. 0,429 

For various reasons, we tend to ignore changes in our customers' product/service needs. 0,182 

We periodically review our product/service development efforts to ensure that they are in line 

with what customers want. 

0,584 

If a major competitor were to launch an intensive campaign targeted at our customers, we would 

implement an immediate re- sponse. 

0,470 

Customer complaints fall on deaf ears in this business unit. 0,579 

Even if we came up with a great marketing plan, we probably would not be able to implement 

it in a timely fashion 

-0,035 

 

 


