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 The purpose of this study is to measure the impact of institutional environment as government 
regulation and managers’ capabilities to maintain the relationship between the stakeholder net-
works and the entrepreneurial orientation within the context of the hospital industry in Indonesia. 
The results of data analysis from 105 small and medium private hospitals in the Jakarta city and 
surrounding areas show that the hospital entrepreneurial orientation was significantly influenced 
by government policies reflected by the legal certainty and bureaucratic attitudes that assist the 
implementation of the policies. Besides, it is proven that management capabilities to establish the 
relationships with many stakeholders, consisting of all existing partners and employees, also affect 
the growth of entrepreneurial orientation. Finally, the performance of the hospital is proven to be 
significantly influenced by the entrepreneurial orientation directly and also mediated by business 
model innovation. The results of this study become paradoxical because it is different from the 
opinion that the healthcare industry would not have accepted the concept of entrepreneurship.  
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1. Introduction 
 
 

Entrepreneurial orientation is described as the extent to which the top level managers are inclined to take 
business-related risks, to encourage change and to embrace innovation to obtain a competitive advantage 
for their firms, and to compete aggressively with other firms (Douglas & Ryman, 2003; Clauss, 2017). 
The firm’s endeavor to win the competition is the primary focus in the field of strategic management 
(Teece et al., 1997), because it always tries to learn about the critical factors of the firms, as a determinant 
of performance. The firms need to know what elements and why the firm's performance can achieve 
superior success (Barringer & Bluedorn, 1999; Madhok, 2002). One of the factors affecting the perfor-
mance differences among firms is associated with the external environment of the organizations, received 
much attention from the researchers and the corporate practitioners (Venkatraman & Presscott, 1990; 
Rosenbusch et al., 2013). It is said that the firm's ability to adapt and the level of sensitivity to its envi-
ronment play a key role in determining the sustainability of corporate life (Chakravarthy, 1982). Never-
theless, from many empirical studies of external environmental mechanisms in influencing organiza-
tional performance, there is no conclusion of the final findings (Rosenbusch et al., 2013). This is because 
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the environmental impact on the level of organizational performance affects the specific behavior of 
companies that are strategic and will ultimately affect the firms’ performance. The reactions of each firm 
are accurate, so they differ according to the characteristics, availability of resources and capabilities of 
the firms, as well as other contexts, in an attempt to persist in environmental uncertainty (Christensen & 
Overdorf, 2000; Christensen & Raynor, 2003; Christensen, 2009). Fundamentally, the traditional eco-
nomics entrepreneurship is defined as the process that brings land, labor, and capital into combinations 
that make their value higher than before. Besides, the concept of entrepreneurial orientation has been 
used to measure the level of entrepreneurship in organizations (Hitt et al., 2001). Entrepreneurial orien-
tation as a construct of academic study has its roots in the strategy making process, and it involves some 
set of policies and practices that guide entrepreneurial decisions and actions in an organization. Entre-
preneurial orientation, as a central concept in the domain of entrepreneurship, has received a substantial 
amount of theoretical and empirical attention in recent years. The importance of entrepreneurial orienta-
tion among all the firms irrespective of sizes, ages, and industries is on the increase due to its massive 
influence on profitability and growth (Porter & Teisberg, 2004; Porter & Lee, 2013).  
 
There have been different approaches to explore various types of firm's reactions to face the challenges 
of environmental uncertainty. Entrepreneurial strategy making process is a vital element for achieving 
firm success (Lumpkin & Covin, 2011; Su et al., 2011; Miller, 1983a, 1983b). Implementation of this 
entrepreneurial strategy is said to be a strategic need of companies experiencing external environmental 
stress, due to its characteristics that drive the process of organizational change and adaptation (Kuratko, 
2009; Kuratko et al., 2015; Nason et al., 2015). Therefore, the key success in this situation lies on the 
strategic behavior of the organization that comes from the corporate manager's mindset as a strategic 
decision maker. Proactive managers make changes, encourage innovation and recognize opportunities 
according to entrepreneurial thinking and demonstrating specific capabilities (Ireland et al., 2003; Do-
brzykowski et al., 2015). Especially in an era of a shorten product life cycles, blurred inter-industry 
boundaries and increasingly transient competitive advantages, corporate managers are urged to make 
changes and innovate for the sustainability of the organization, based on their entrepreneurial mindset 
(Guo, 2006; Assink, 2006; Nikfarjam & Zarifi, 2015). 
 
The aim of this research is to deepen  the understanding regarding the  implementation of orientation of 
entrepreneurship in small and medium-sized hospital organizations in Indonesia, which are facing the 
impact of a transition of policy reform of hospital payment towards  prospective payment system as part 
of  the universal coverage program (Mboi, 2015; WHO, 2017). In the context of a strategic environment 
which demonstrates disruptive change, hospitals with an entrepreneurial orientation are believed to main-
tain their best performance through business model innovation and collaboration of strategic relation-
ships between hospital management and the physician. The concept of entrepreneurial orientation used 
in this study is an aggregate or unidimensional construct from some studies (Miller 1983a, 2011; Covin 
& Slevin, 1989, 1991). A firm cannot be categorized as an entrepreneurial firm only because it develops 
innovative technology or product lines, but imitates competitors while refusing to take any risks and not 
being proactive. Similarly, firms that make significant financial risks in investments to develop their 
products, but are not involved in product-market competition and innovation, cannot be categorized as 
behaving entrepreneurially (Covin, 1991).   
 
2. Theoretical Framework and Hypotheses 
 
Covin and Slevin (1991) presented a sophisticated model of entrepreneurial orientation. In this model, 
they described entrepreneurship as a firm-level behavior and asserted that not only individuals but also 
organizations behave entrepreneurially. Adoption of firm-behavior model has several advantages over 
traditional models based on individual traits of entrepreneurs. First, entrepreneurial effectiveness is a 
firm level phenomenon since it is a function of individual level and organizational level behavior. Next, 
behaviors and not personal characteristics give meaning to the entrepreneurial process. Firm-level be-
haviors can be reliable, verifiable and objectively measured. Finally, the firm level behavior is affected 
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and therefore can be easily manipulated through the creation of organizational factors such as strategy, 
structure, culture and systems. Fig. 1 depicts the conceptual model of entrepreneurship as firm behavior 
developed by Covin and Slevin (1991).  
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Fig. 1. A Conceptual Model of Entrepreneurship as Firm Behavior  

Source: Covin and Slevin (1991) 
 
Lumpkin and Dess (1996) developed and expanded the previous models in several ways, especially add-
ing two more dimensions to the construct of entrepreneurial orientation. As explained by them entrepre-
neurial orientation is referred to the processes, practices, and decision-making styles of organizations that 
act, entrepreneurially. The new dimensions introduced by them are ‘autonomy' and ‘competitive aggres-
siveness'. The developed model with those five elements (autonomy, innovativeness, risk taking, proac-
tiveness, and competitive aggressiveness) are labelled today as multidimensional conceptualization as 
those five elements are believed to be independent and need not be co-varied.  
 
Accordingly, high performance may be achieved even when only some of these dimensions are operat-
ing. As the same time, the impact of those individual factors on the firm performance may vary depending 
on the  influence of contingent factors external to the organization (dynamism, munificence, complexity, 
industry characteristics) and internal factors to the organization (size, structure, strategy, strategy making 
process, firm resources, culture, top management team characteristics). Accordingly, notable assump-
tions of this model are 1) entrepreneurial orientation-performance relationship is context specific, 2) the 
dimensions of entrepreneurial orientation may vary independently of each other depending on the con-
text; 3) it is primarily a firm-level phenomenon. The model developed by  Lumpkin and Dess (1996) is 
illustrated in Fig. 2.  
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Fig. 2. Framework of Entrepreneurial Orientation 

Source: Lumpkin and Dess (1996) 
 

On the other hand, it is said that entrepreneurial orientation is a strategic choice of organizational reaction 
aimed at enhancing corporate legitimacy in the eyes of stakeholders (Dickson & Weaver, 2008; Schinde-
hutte et al., 2008). Organizations will tend to be entrepreneurial if in general the regulation of the related 
industry sector, feels encouraging ease of entrepreneurial attitude, by forming an entrepreneurial envi-
ronment (Gnyawali & Fogel, 1994). Macro-level government regulations that promote entrepreneurship 
attitudes will be measured through the legal certainty dimension that illustrates (1) the clarity of the 
implementation of the legal system in the courts, (2) tax regulatory compliance (3) investment and finan-
cial security (4) regulation of new entrants and competition (5) the transparency of evaluation actions in 
the form of sanctions for those who violate regulations (Gnyawali & Fogel, 1994). The existence of a 
macro regulation in a country that facilitates the establishment of an entrepreneurial climate is said to 
also increase the level of entrepreneurship orientation at the firm level (Dickson & Weaver, 2008; Galah-
wali & Fogel, 1994; Wales, 2013; Wales et al., 2016; Gómez-Haro et al. 2011).  
 
The influence of micro-level government regulation on the level of entrepreneurship orientation of a firm 
in this research will be measured through dimensions of policy quality (Chadee & Roxas, 2013). The 
aspects of the quality of the policy are reflected as (1) the smoothness and resistance assistance of the 
bureaucracy officers in the government offices faced by the firm in the management of their respective 
fields, (2) the compliance of the organization to run the regulation free of other charges or otherwise 
(Guhwali & Fogel 1994) (3) the efficiency or inefficiency of time and cost of licensing arrangements 
include direct costs or time wastes due to intricate procedures, to the disruption of companies pursuing 
high productivity (Puffer et al., 2009). Hospitals will be more readily entrepreneurial oriented if sup-
ported by policies that support the business climate, administratively not complicated or straightforward 
to prevent the occurrence of cheating motives (Chadee & Roxas, 2013). Also, it ensures the certainty of 
justice in the form of rewards for the run and the confidence of sanctions for violators (Dickson & 
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Weaver, 2008). With an efficient regulatory system, it means the government can provide a conducive 
business climate for entrepreneurial development, which can ensure the organization maintains its sus-
tainability (Puffer et al., 2009; Hwang & Christensen, 2008). Based on the above explanation, we can 
propose the following hypothesis: 
  
Hypothesis 1: The government regulation has a positive influence on entrepreneurial orientation. 
 
In this study, network capabilities is measured through 4 (four) dimensions including (1) coordination, 
(2) relational skills, (3) partner knowledge and (4) internal communication. Coordination is defined as 
coordinating activities among partner organizations. Relational skills are the ability to facilitate the ex-
change of mutually beneficial personalities. The ability to understand business partner includes the ability 
to obtain information in an organized and structured way about the partner. These three dimensions are 
linked to external organizations, which in this study include other organizations and suppliers. Internal 
communication is the ability of the organization to support the process of transferring the knowledge 
among parties within the organization and in this case among staff or workers including managers (Wales 
et al., 2013). Given the networking capabilities, inter-organizational relationships can be established 
within networks that can negotiate and persuade to gather more resources in the form of market infor-
mation, ideas, problem-solving, social support, funding collaboration and other sources of financing from 
other parties in the network (Antoncic & Hisrich, 2003).  
 
Networking capabilities will be the firm's mechanism to proactively anticipate market opportunities, di-
rect the use of resources more focused and targeted markets, and can encourage interaction in the intro-
duction and education of innovative products or services. This condition will encourage a proactive, 
innovative and risk-taking behavior because, with the knowledge of suppliers or partners, the organiza-
tion has enough information to guard the formation of cooperation to meet the interests of each party and 
resulting from the growth of transactions. It also benefits from the efficiency aspect because information 
on synergizing strategies and tactics will help managers make the best decisions to allocate resources, 
including better anticipation in long-term planning. Based on the above explanation, we can propose the 
following hypothesis:  
 
Hypothesis 2: The stakeholder network capability has a positive influence on entrepreneurial orienta-
tion. 
 
Associated with the dimension of entrepreneurial orientation that support change (innovative and proac-
tive) as well as the tendency in decision making with measurable risk, entrepreneurial orientation is con-
sidered as a trigger of business model innovation (Bouncken et al., 2016). Entrepreneurial orientation 
affects business model innovation to prevent the status quo of the organization, which is due to inertia. 
This can occur because of the attitude of risk-taking, accept the existence of competition and proactive 
behavior by strengthening specific circumstances that are changing regarding the content, structure and 
governance of the organization’s systems activities (Amit & Schoemaker,  1993; Amit & Zott, 2010). 
This explains that the selection of a firm's activities, and how it is implemented, showing the interaction 
between activities and the mechanism for the governance of operations are referred to the dynamics rules 
and can be changed rapidly by the firm's entrepreneurial orientation (Chesbrough, 2010; Amit & Zott, 
2010). By encouraging entrepreneurial orientation endogenously, a firm represented the experimental 
attitude and looked for potential new business models, before the pressures of external changes are forc-
ing changes in the business model (Chesbrough, 2010). Based on the above explanation, we can propose 
the following hypothesis:  
 
Hypothesis 3: The entrepreneurial orientation has a positive influence on business model innovation. 
 



 

1278

The application of entrepreneurship orientation is no longer concerned by measuring its impact on de-
constructing the dimensions of entrepreneurial orientation (proactive, innovative) and calculates risk tak-
ing but using the measurements of the outcomes shown in the form of the innovative business model. 
The entrepreneurial orientation influences business model innovation by preventing the occurrence of 
the organizational status quo, caused by inertia. This can happen because of risk-taking behavior, accept-
ing competition and proactive organizational behavior by reinforcing specific unprecedented state 
changes in the organizational structure, organizational structure and governance (Zott & Amitt, 2010). 
This means that the selection of a firm's activities with the routine way of execution, the interrelationship 
between events, and the mechanisms of management of operations referring to the dynamics of the rules 
that have long been applicable can be changed rapidly due to the entrepreneurial orientation factor 
(Chesbrough, 2010; Zott & Amit, 2010). The entrepreneurial orientation will be reflected in an organi-
zation, which always encourages experiential attitudes endogenously and seeks new potential business 
models, before the pressure of external change that forces business model changes (Chesbrough, 2010).   
 
In the context of current hospital conditions with digital disruption, entrepreneurship-oriented organiza-
tions will be more proactive in adopting the relatively new technology known in the industry. Thus, the 
innovation of the organization’s business model will be further demonstrated by an Internet-based ap-
proach that will directly transform the entire value chain of the hospital's business process services busi-
ness (Wade et al., 2018; Aral et al., 2013). The entrepreneurial orientation can affect the organization 
through a particular dimension of its business model builder and not simultaneously in all three aspects. 
Value creation, value proposition and value proposition entrepreneurial orientation can influence each 
by showing innovation separately or differing time of occurrence (Claus, 2015). Based on the above 
explanation, and we can propose the following hypothesis:  
 

Hypothesis 4: The entrepreneurial orientation has a positive influence on business model innovation. 
 

The relationship between the entrepreneurial orientations with firm performance is a significant concern 
to the researchers' history (Wales, 2016; George & Marino, 2011). Many studies suggest an inconsistency 
in the relationship between entrepreneurial orientations on performance. Some reviews indicate direct 
links (Covin & Slevin, 1989, 1991; Barney, 1991; Hinz & Ingerfurth, 2013). Some researchers discov-
ered the results of an indirect relationship between entrepreneurial orientations on performance (Wales 
et al., 2013). Even some studies indicate there has been an inconsistent relationship between entrepre-
neurial orientations on performance (Wales et al., 2013). It is assumed that companies with high entre-
preneurial orientation tend to achieve better performance than companies that have the lower entrepre-
neurial orientation (Miller & Friesen, 1982, 1983). However, there is another opinion that states that a 
high level of entrepreneurial orientation is not always, universally, directly provide added value com-
pared to the conservative organization (Wales et al., 2013). In this study, the hospital with entrepreneurial 
characteristics is assumed to influence the achievement of better performance, because it has properties 
that enable proactive discover new opportunities earlier than the competition (Vandekerckhove & Dent-
chev, 2005). Innovative attitude with proper risk calculation in hospitals tend to push the organization 
with improved performance, especially with the innovative business model, which can help open new 
markets (Claus, 2017). Based on the above explanation, we can propose the following hypothesis:  
 

Hypothesis 5: The entrepreneurial orientation has a positive influence on organizational performance.  
 

Based on the above explanation proposed research model is given in Fig. 3 as follows, 
 

Government    Business Model   
Regulation (REG) H1(+)  H3(+) Innovation (BMI) H4(+)  
  Entrepreneurial    Organizational 

Stakeholder  Orientation (EO)  H5(+)  Performance (PERF) 
Network         H2(+)      

Capability (NET)       

Fig. 3. Research Model 
Table 1 summarizes the hypotheses of the survey. 
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Table 1  
Research Hypotheses 
H1 The government regulation has a positive influence on entrepreneurial orientation.  
H2 The stakeholder network capability has a positive influence on entrepreneurial orientation.  
H3 The entrepreneurial orientation has a positive influence on business model innovation. 
H4 The business model innovation has a positive influence on organizational performance.  
H5 The entrepreneurial orientation has a positive influence on organizational performance. 

 
3. Research Method 
 
This research used the quantitative techniques implemented through data collection from the unit of anal-
ysis by using questionnaires. Before further research, the pre-test was accomplished to test the validity 
and reliability of each item indicator and the instrument as a whole. After the pretest stage was performed, 
the improvement of writing and the contents of the questionnaire was followed by the implementation of 
the survey according to the applicable protocol. After pretest, the obtained valid data came from 105 
private hospitals. The analysis of the data collected from this study were processed by using SPSS and 
Structural Equation Model (SEM).  
 
4. Results 
 
After a measurement model of a valid and reliable research model was obtained, the next step was to 
perform a structural model analysis of the research model. This analysis was related to hypothesis testing. 
Overall model fit which was indicated by GOFI and significance test for latent variables correlation has 
indicated a good fit, which means the overall model fit of research model of this study was good. 
(RMSEA=0.07; NNFI=0.96; CFI=0.97; IFI=0.97; Std. RMR=0.10; GFI=0.92) 
 
Table 2  
Research Hypotheses Test  Results  
Research Hypotheses t-value* Coefficient Significant Conclusion 
H1:  REG →(+) EO 2.73 0.25 Positive Significant H1 supported 
H2: NET →(+) EO 3.60 0.31 Positive Significant H2 supported 
H3:  EO → (+) BMI 8.30 0.63 Positive Significant H3 supported 
H4;  BMI→ (+) PERF 5.05 0.49 Positive Significant H4 supported 
H5:  EO → (+)  PERF 3.58 0.74 Positive Significant H5 supported 

*Absolute t-value  ≥ 1,96 →  Significant 

 
From the significance test from Table 2, it can be seen that the correlations between all latent variables 
were found to be the significant positive. The results also indicate that the five hypotheses can be ac-
cepted.  
 
5. Discussion 
 
This study aimed to provide an insight into the influence of the perceived regulatory environment on the 
exhibition of entrepreneurial orientation. The implementation of entrepreneurship orientation in the or-
ganization will play an essential role in maintaining the existence and winning the competition in the 
hospital industry environment of Indonesia. The results of this research with data from 105 private hos-
pitals in Indonesia have proven that the government regulation significantly influenced the entrepreneur-
ial climate that supports the growth of hospital industry. The stakeholder network capability also has 
maintained a significant positive impact and will encourage the entrepreneurial orientation in hospital 
organizations.  The entrepreneurial orientation influences business model innovation by preventing the 
occurrence of the organizational status quo, caused by inertia (Zott & Amitt, 2010). Barriers to long-
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standing operations are referred to as resource rigidity and routine rigidity (Gilbert, 2005). Entrepreneur-
ial orientation positively affects the improvement of organizational performance, either directly or 
through business model innovation. Business model innovation proves to be an outcome of entrepreneur-
ial implementation, so that different types of business model innovation between hospitals can be found 
based on the differences of the kind of innovation per sub dimension which depends on the choice of 
each hospital.  
 
6. Conclusion 
 
This research has concluded that the hospital entrepreneurial orientation (EO) was significantly influ-
enced by government policies reflected by the legal certainty and bureaucratic attitudes that assist the 
implementation of policies. Besides, it has been proven that management capabilities to establish rela-
tionships with many stakeholders, consisting of all existing partners and employees, also affect the 
growth of entrepreneurial orientation. Finally, the performance of the hospital was proven to be signifi-
cantly influenced by the entrepreneurial orientation directly and also mediated by business model inno-
vation. The contributions of this study stem from the development of a model which examines the ante-
cedent influence that crucial factors from the regulatory pillar of the institutional environment may have 
upon the manifestation of EO among Indonesia private hospitals. A primary implication to the broader 
generalized EO literature is that institutional factors can help explain the strength of EO manifested by 
an organization. This research emphasizes the need for emerging economies to take into account institu-
tional considerations when encouraging the emergence of entrepreneurial orientation among their com-
panies. Thus, a second implication is that the results of this study may be useful for governmental prac-
titioners, as it demonstrates the potentially marginal impact of their decisions concerning critical institu-
tions, and highlights the importance of establishing governmental relationships with SMEs within devel-
oping economic contexts to foster the manifestation of their entrepreneurial. The study provides some 
insight and understanding for practitioners and all hospital industry stakeholders to achieve performance 
growth and organizational sustainability by deepening the knowledge of hospital business model inno-
vation and collaboration of strategic relational assets in the form of collaborative relationship of the hos-
pital with physician profession. 
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