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Abstract

Purpose — There is an emerging recognition in the strategy field that differences in organization
forms represent firms’ capability to gain benefit from investing in technology. This study has intention
to add to this stream of research by proposing the technological turbulence (TT) as a primary
contingency factor focussing on strategic orientation (SO) as main determinant of firm performance
(FP). The purpose of this paper is to provide considerable suggestion on how to match SO with various
level of TT.

Design/methodology/approach — This study uses quantitative approach with structural equation
model to understand the moderating effect of information TT on the relationship between SO and FP.
The 390 small and medium enterprises (SMEs) in Indonesia contributes to the research as randomly
selected respondents.

Findings — The result shows how the TT influences managerial decision-making processes under an
opportunity-based paradigm. However, SME managers face lack of capability to deal with high TT.
Research limitations/implications — This study uses cross-section data at the SMEs context in
Indonesia.

Practical implications — This study suggest that the initiative to encourage SMEs to adopt
information technology (IT) should consider the SME capability to utilize the IT.
Originality/value — The research gap challenges a question from previous literature on how long
firms retain a given capability to deal with dynamic environment. This study has intention to add to
the stream of research by proposing the information TT as a primary contingency factor focussing on
SO as main determinant of FP.
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1. Introduction

There is an emerging recognition in the strategy field that differences in organization
forms represent firms’ capability to gain benefit from investing in technology (Kapoor
and Lee, 2013). The idea of the “Internet of Things” is expected to provide more
opportunities to small and medium enterprises (SMEs) rather than a burden. However,
the silence technology encompasses a vast growing network from various industries,
which brings fundamental change on the way SME works (L1 et al., 2013).

The combination between increasing available of network data and substantial
technology improvements has triggered firms in investing in information technology
(I'T) (Risselada et al., 2014). Therefore, strategic orientation (SO) has two options: firms
set their strategy by opportunities or by resources (Giirbiiz and Aykol, 2009). Firms are
considered to be more entrepreneurial if their strategic actions are driven by
opportunity than by resources (Bradley et al,, 2011).



SMEs may expect greater performance, if their resource allocation is more ambitiously
innovative (Klingebiel and Rammer, 2014). However, the relationship between return of
SO and firm performance (FP) could be heterogeneous due to differences in expectation
on the value of resource availability (Kunc and Morecroft, 2010). Technological capability
increases firms’ expectation to achieve greater performance (Ruiz-Ortega et al,, 2013).

SMEs may make substantial investment in R&D through utilizing radical
technological turbulence (T'T), but may pursue inferior technology to leverage their
assets (Wu et al, 2014). The dynamic capability offers more complicated effects on FP
under dynamic business environment, ranging from stable to very dynamic
environmental settings (Schilke, 2014).

More recently, researchers concern on contingency factors that influence the effect
of TT. Hence, IT allows SMEs to develop their capability in various fields, including
alliances, product development, marketing, and mergers. SMEs need to understand the
stage of competitive advantage as well as their capability to manage an mnovation
under high environmental turbulence, since many firms are short lived (McGrath,
2013). The research gap from previous literature challenges a question on how long
firms retain a given capability to deal with dynamic environment (Schilke, 2014).

This study has intention to add to this stream of research by proposing the TT as a
primary contingency factor focussing on SO as main determinant of FP. The result is
expected to provide considerable suggestion on how to match SO with various level of
TT. To accomplish this purpose, this study conceptualizes SO in terms of opportunity-
based perspective, thus make this measurable and distinct from resource-based
orientation (Guirbiiz and Aykol, 2009). Hence, the difference level of TT is considered as
moderating effect.

2. Literature review

This study considers both contingency theory and resource-based view as underpinning
theories to support the hypothesis. As the study concerns on the impact of information
TT on the relationship between SO and FP, the review on contingency theory and
resource-based view briefly discusses to illustrate their significance.

2.1 Contingency theory

This study adopts contingency approach to understand the impact of SO on SME
performance in the context of dynamic TT. The theory has emerged to criticize the
classical management theory from neglecting contingency factors. It is acknowledge
that both Max Weber with bureaucracy theory and Frederic Taylor with scientific
management theory pay too much attention on internal organization (Pheng and
Shang, 2011). The basic premise of contingency theory is that firms achieve the best
performance when their structures is relevant to deal with the contingencies imposed
by their size, technology, and environment (Donaldson, 1995).

Contingency theory has intention to understand how firms align their expected
performance with both internal and external business environment (Homburg et al, 2012).
This theory views that external environment is key determinant to FP. As organization,
firms are amenable to the influence of business environment. Specifically, this theory lays
emphasis on questions on whether and under which contingency variables contribute to
FP. Hence, it is necessary that firms do not only acquire and develop their resources but
also need to enhance the capability to deal with environmental turbulence.

Contingency-based organizations gain competitive advantage through assessing
their business environment and set strategy, which are appropriate for each level of
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environmental turbulence (Johannesson and Palona, 2010). That involves integration
whole in firm’s interactions with business environment. That presents dynamic
capability is equated with environmental turbulence (Schilke, 2014). Hence,
contingency theory indicates behavior of firms, which is necessary for survival.

Firms are considered as contingency-based organization when adapting to business
environment, such as a choice of product market domain to deal with entrepreneurial
problem, choice of innovation to deal with engineering problem, and reducing
uncertainty to overcome administration problem (Puranam ef al, 2014). The generic
contingency factors include implementing strategy, organization size and structure,
information system (Jaiskelainen et al,, 2012).

Size and structure: contingency theory considers that bureaucracy theory as “iron
cage” due to imposing too much on efficiency issue with some ambivalent analysis,
such as specialization, formal rule, procedure, and scientific performance appraisal. The
classical management approach concerns to threaten workers as machine (Bell and
Martin, 2012). In the context of SMEs, greater involvement of owner managers is
important for the role of managers, while the control system, compliance and
shareholder value may encourage firms to be more risk-aversion, focus on short-term
efficiency and less focus on innovation (Bazemer et al, 2012).

Strategy: the business environment of SMEs indicates interdependent activities with
their customers, suppliers, partners, and competitors. Under some condition, resource
similarity among small firms influences their intention to conduct partnership (Cui, 2013).
The contingent effect of resource similarity implies on portfolio management with resource
diversity toward partnership stability. Firms with integrative strategy tend to control and
improve coordination among their complementary activities, while firms pursuing alliances
have more intention to invest new technologies (Kapoor and Lee, 2013). Firms with
changing competitive strategy to deal with environmental turbulences require changing
their organizational structure to become more flexible and adaptive (Park and Kruse, 2014).

Information system: Changes in technology encourage firms to take advantage of
new opportunities. Access to superior technological capabilities drives firms to be more
proactive, which implies on entrepreneurial behavior to identify and achieve
opportunities (Ruiz-Ortega et al., 2013).

2.2 Resource-based theory

Dynamic capability theory has emerged to develop the classical resource-based theory.
The resource based theory has intention to understand how firms value-creating
strategies meet dynamic environment to achieve sustainable FP (Eisenhardt and
Martin, 2000). The classical RBT presume that firm requires recruitment of more such
resources in order to achieve competitive advantage (Penrose, 1959). This resource
includes valuable assets, capabilities, and information that firms control to conceive
and implement their strategy (Barney, 1991).

This theory underlines the condition under which firms can gain the best performance.
Along with broaden perspective of global sustainability, such performance is considered
to be superior profit if it meets a sustainable competitive advantage. There are two main
concepts, which are expected to bring superior performance, namely, resources and
capability (Bell and Martin, 2012).

In the context of entrepreneurship theory, there are at least two dominant strands:
Kirznerian and Schumpeterian. The Kirzenerian considers discovery process over
business opportunities while innovation is associated with Schumpeterian school of
thought (Sundqvist ef al, 2012). For Schumpeter, external variables are considered to



uncontrollable at the micro-level, while the idea to seize opportunities spring from
internally induced change (Betta et al, 2010).

Dynamic capabilities are acknowledged as strategic options, which SMEs to allocate
their controlled resources when the opportunity comes (Schilke, 2014). Strategic
awareness is acknowledged as a specific capability, which implies on shaping the
strategic posture of the firms. SMEs view their strategic plan, as strategic awareness,
which underlines the rational actions and choices, is imperative to their performance
(Wiesner and Millet, 2012).

Enhancing dynamic capability mmplies serious costs (Schilke, 2014). Firms with
honorable intention to change may achieve greater performance than their competitor, as
they deploy significant resources to develop their capabilities. Asset retrenchment as
deliberately reducing cost with aim of increasing efficiency mainly targets capability
development activities, including research and development (Lim et al, 2013). The balance
between controlled resources and dynamic capabilities comes to a challenging question, as
there is risk of a failure in development of resources to firm capabilities (Huesch, 2013).

3. Hypothesis development

There are various definitions of strategy in the literatures. The early definition argues
that strategy is a consistency in organization behavior to achieve their purposes
(Mintzberg and Waters, 1985). Strategy is also considered as a mechanism on how
firms’ focus on effort in order to achieve the expected performance (Wiesner and Millet,
2012). This study considers the concept of SO as the way firms create strategy, which
could be based on opportunity or resources (Giirbiiz and Aykol, 2009). Entrepreneurial
firms outline business opportunities as main reason to set their strategy.

Opportunity-driven strategy designs opportunity-seeking behavior in decision-
making process. This concept is embedded in entrepreneurial leader in which enables
SMEs to be more flexible to seize opportunities (Kansikas ef al, 2012). This strategy
pertains to firm responsiveness to emerging issues raised by stakeholders, e.g.
emission reduction, governance reform, and fair labor practices. The issue becomes
salient after the firms interpret the environment turbulence through the rational
pursuit of their goals or managerial cognition (Bundy et al., 2013).

They way how firms deploy their resources shows greater intention of the firms to
achieve the best performance (Klingebiel and Rammer, 2014). Entrepreneurial firms have
more commitment to opportunity with willingness and ability to seize opportunities in the
market (Bradley ef al, 2011). Firms with greater SO have more ambitious to gain the
opportunities and prefer to rent the required resources. Driven by perception of
opportunity, entrepreneurial firms enhance their capability to respond the external
environment that brings signal opportunities and act upon those it to achieve performance:

HI. SO has direct impact on FP.

A better understanding of the condition under which SO is expected to impact on FP
requires a contingency factor that lays emphasizes the various level of TT.
Environmental turbulence represents a process that alters the impact of the
independent variables on FP in the context of contingency theory. Previous literatures
view environmental turbulence as exogenous variable, which provides moderating
effect (see Zhang and Duan, 2010; Wang and Fang, 2012; Sundqvist ef al., 2012; and Chi
and Sun, 2012).

IT offers new ways to reach the customers with substantial market information.
Firms gain benefit from social influence on direct marketing, which implies on the
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greater intention to collect information on social networks of customers (Risselada ef al,
2014). IT also allows firms to develop their capability in various fields, including
alliances, product development, marketing, and mergers (Schilke, 2014).

Investment in technology allows firms to develop their capabilities with active
information acquisition, ie. multiple channels, customers’ voice incorporation, and
rapid information dissemination (Kumar ef al, 2011). IT and other departments
including external bodies, users, monitoring system, and support teams may provide
valuable information concerning incidents and possible threats. Specifically,
technology turbulence fosters “energetic will,” which enable firms to create new
innovation (Betta et al, 2010).

Defining IT as a moderating variable offers a holistic conceptual of technological
business value (Cao et al,, 2011). IT brings performance when firms can properly combine
with other organizational factors, including SO. The technology is often defined as a
moderating variable that creates FP through such organizational factor, which is
understood as resource complementary. Investment in I'T allows SMEs to gain information
on customer needs, which may alert firms to new market and technology development into
business value (Zhang and Duan, 2010). A combination between customer group and IT
can leverage firms’ performance to increase their performance (Luo et al, 2014).

On the other hand, firms with SO and more ambitious on innovation have to deal
with higher risk of decision-making error. Deploying resources for opportunity-
oriented strategy may enhance business risk (Zhang and Duan, 2010). As TT
challenges SMEs’ capability to adapt the market changes, the inability to respond to
opportunities has led demise of many firms (Kumar et al,, 2011).

Unpredictable and uncertain business environment, the wide variety of information
becomes not valuable as firms fail to understanding and identifying different kinds of
knowledge (Wang and Fang, 2012). IT provides various alternatives to the customers,
who expect a certain quality of products from other firms. The benefit from TT is
diminished as industry provides various substitution products. Based on the previous
theoretical arguments of diminishing firms’ capability, this study hypothesis that TT
moderates the relationship between SO and FP. Hence:

H2. TT has moderating effect on the relationship between SO and FP.
HZ2a. Under high TT, SO has positive impact on FP.
H2b. Under low TT, SO has negative impact on FP.

4. Research Method
4.1 Data
This study uses quantitative method with cross-section design. The information
analysis springs from a list of questionnaires, which distributed through random
sampling approach to obtain maximum respond rate. The questionnaires design
adapts from some literatures with aims to collect accurate information from
respondents. The measure of SO is adapted from Bradley ef al (2011), while the TT is
adapted from Zhang and Duan (2010). Table I provides the items of measurement.
Turning to the unit analysis, the observed population of this research concerns on
SMEs in Surabaya City, Indonesia. The reason lies behind the observed population
refers to the pivotal role of SMEs in the local economy. The concept of SMEs refers to
the local regulation that is Law No 20/2008. The regulation sets three groups of SMEs,
micro, SMEs. Micro enterprises have criteria with sales less than Rp300 million and



Latent variables Items Descriptions

Firm performance (FP) FP1 Sales growth at the last three years

FP2 Sales growth comparison with direct competitors

FP3 Employment growth

FP4 Gross profit at the last three years

FP5 Return on asset

FP6 Return on investment

FP7 Return on sales

FP8 Overall performance
Strategy orientation (SO) SO1  Our strategy is driven by our perception of opportunity

SO2  We pursue opportunity and then acquire resources

SO3  Opportunities control firm’s business strategy

SO4  We limit the opportunity that we pursue due to limited

resources (R)

SO5  Our resources influence our business strategy (R)
Technological turbulence ET1 Information technology in our industry changes rapidly
(Tech) ET2 Information technology in our industry provides opportunity

ET3 Information technological generates new product ideas to

our business
ET4 Information technology generates new ideas from product supply
ET5 Information technology generates new ideas to our business
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Table 1.
The measures

asset less than Rp50 million. The a small business is a firm with asset between
Rp50 million and 500 million as well as sales between Rp300 million and Rp2.5 billion
per annum, while medium enterprise is a firm with annual sales from 2.5 billion to
Rp50 billion. Hence, the business units with such criteria become major target group for
local governments to promote entrepreneurship program.

This research employs random sample from the 35489 observed population.
Sampling frame, which is a list of population elements from which units to be sampled
can be selected, refers to the database about SMEs published by Indonesian
Government between 2010 and 2012. After identifying and defining the population at
the previous step, the first step for simple random sampling is about determining the
desired sample size. According to Krejcie and Morgan (1970), a sample size for
representative of population with number between 30,000 and 50,000 is about 380.

After the questionnaires are randomized distributed and data screening is carried
out, the study utilizes 390 data from various industries contribute to the research.
The respondents represent various important positions at the firms: 213 people are owner
managers, 95 are owners, 39 managers, and 42 are senior staffs. Those firms work at
various industries, i.e. food processing, manufacture, construction, trading, restaurant,
and services. Most of them come from trading and food processing, 189 and 72 firms,
respectively. In addition, there are 66 restaurants and 24 construction firms, followed by
21 services and 14 manufacture. Other four companies work at urban farming sector.

4.2 Research design

This study uses subjective approach to identify SME performance, which is part of
research strategy to deal with wviable financial report of SMEs (Sheppard and
Radulovich, 2010). This study considers that a firm has two options for SO, whether
focus on internal resources or opportunities. Opportunity-driven strategy pertains to
firm responsiveness to emerging issues raised by stakeholders. Staying ahead of
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mnovation is critical to establishing and extending a competitive advantage for SMEs,
and that technology is key in innovation strategy.

The measures of SO are adapted from Giirbiiz and Aykol (2009) and Bradley ef al
(2012). The measures of TT are adapted from Zhang and Duan (2010) and Didonet et al.
(2012). Given to technology turbulence, Zhang and Duan (2010) and Chi and Sun (2013)
consider three measures of technology turbulence: the speed of technological change;
opportunities from technological change; new products from changing technology. In
addition, Didonet et al. (2012) add the impact of technology change of supplier. To gain
valuable information from the local context, those questionnaires are translated into
local language with support from local experts.

This study uses partial least square (PLS) for statistical analysis and hypothesis testing.
Hair et al (2012) argue that PLS-SEM is still relevant to handle reflective and formative
measures without identification concerns. This approach focusses on prediction with
resampling procedure and non-parametric evaluation criteria to analysis the adequacy of
partial model structure. According to Henseler et al (2009), the popularity of PLS-SEM
springs from four characteristics. First, the approach allows unrestricted computation of
structural equation model with reflective and formative measurements. Second, small
sample size is still acceptable without leading to estimation problem, even with complex
models. Third, PLS can deal with highly skewed data distribution (Hair ef al, 2012).

Moderating variable may bring change direction on the slope or coefficient of
independent variables. Moderating effect may dampen the positive effect of the
independent variables on FP (Henseler and Fassott, 2010). In structural equation model
(SEM), the formulation of moderating effect of TT on the relationship between SO and
FP can be expressed as bellow:

FP =a+b SO (1)

FP =a+(b+d x Tech) x SO+c Tech
=(a+cx TT)+(b+d x TT) x SO 2

5. Finding and analysis

Table I shows the respondent profile and performance. The profile includes asset, sales,
and sectors. The performance measures show that 1 indicating much lower
performance and 7 indicating much higher performance. The performance indicates
7 level of overall performance based on subjective measures. The amount of asset and
sales refer to the Indonesian Law, regarding the SME criteria.

Based on asset, the study indicates that most of the observed firms are medium
enterprises (242 units). They represent 62 percent of total observed firms, while 120
firms represent small enterprises and the rest represent micro enterprises (28 units).
Based on annual sales, most of the observed firms represent small firms. They
represent 67 percent of total observed firms. Hence, 76 firms are considered to be micro
enterprises, while 52 represent medium enterprises. The subjective measure of
performances indicates that 18 firms with asset between IDR2.5 billion and IDR10
billion state that they experience very low performance, while only one firm with sales
between IDR2.5 billion and IDR50 billion has very low performance.

The observation indicates that most of the observed firms represent trading sector
with 189 firms, followed by agricultural firms with 72 unit, restaurant with 66 units,



and construction firms with 24 units. In each sector, most of them experience high
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performance with 5-6 level from 7 scales of performance. Those who argue that their rentation and
performance is much lower come from agricultural sector. However this not represent : :
. ; : . . : information
all firms that work in agriculture. In fact, 24 agricultural firms state that their
performance is quite higher with 6 levels from 7 scale of performance. TT
Table II shows the summary of a set of variables structure. This study considers
average variance extracted (AVE), composite reliability (CR) and Cronbach’s a (CA). It 8
appears that all latent variables have AVE greater than 0.50, which implies that
convergent validity is accepted. Thereafter, CRs are greater than 0.80, indicate that
measures are reliable, while CAs are greater than 0.6, which shows that the measures of
all latent variables are consistent.
The cross-loading factors show correlation of the component scores of each latent
variable with other items. A successful evaluation of discriminant validity shows that a
test of a concept is not highly correlated with other tests designed to measure
theoretically different concepts. Table III provides evident that the measures of each item
explains designation latent variable at greater value than 0.6, which indicates high
correlation of each items for its corresponding construct than other constructs, which
mmplies that the variation of each item are great enough to explain the designated latent
Performance
Overall performance 1 2 3 4 5 6 7
Firm assets
Less than IDR50 million 1 1 0 2 6 12 6
Between IDR50 and IDR500 million 13 2 3 16 33 35 18
Between IDR500 million and IDR10 billion 18 6 8 31 55 91 33
Total 32 9 11 49 94 138 57
Firm sales
Less than IDR300 million 6 2 2 6 26 19 15
Between IDR300 and IDR2.5 hillion 25 5 8 36 49 105 34
Between IDR2.5 billion and IDR50 billion 1 2 1 7 19 14 8
Total 32 9 11 49 94 138 57
Sector
Agriculture 16 1 2 4 19 24 6
Manufacture 0 0 1 2 5 5 1
Construction 1 0 0 4 12 12 3
Trade 8 6 5 26 71 71 32
Restaurant 4 1 2 9 22 22 11
Rental 2 1 1 4 3 3 4
Services 1 0 0 0 1 1 0 Table 1I.
Total 32 9 11 49 A 138 57  Respondent profile
AVE CR R? CA Communality Redundancy
FP 0.658061 0.920145 0.397210 0.895915 0.658061 0.121839
SO 0.647511 0.783345 0.692353 0.647511 Table III.
SO x Tech 0.659308 0.958699 0.953041 0.659308 A set of variable
Tech 0.729805 0.915275 0.876708 0.729805 structure




BPM]J variable. Specifically, EO and SO have items with cross-loadings are greater than 0.8.
299 Table 48 shows that loadings of the observed constructs are greater than for any of other
’ constructs. The loading of each indicator is higher for its designated construct than for
any of the other constructs, and each of the constructs loads highest with its own items, it

can be inferred that the models’ constructs differ sufficiently from one another.

Table IV provides path analysis. The result indicates that A1 is accepted with #-test

9 4.05 or greater than #table and a < 0.01. This indicates that the greater SO may bring
greater FP. The relationship between Tech and FP as well as interaction effect also
have significant with a < 0.5 percent. This indicates that TT has moderating effect on
the relationship between SO and FP (Table V).

Figure 1 shows that TT brings different impact on FP. Under low TT, SO has
positive impact with FP (solid line). This implies that the observed SMEs can gain
greater performance with low environmental turbulence. On the other hand, high TT
changes the positive relationship into the negative one. This indicates the observed
SMEs suffer from high TT (Figure 2).

FP SO SO x Tech Tech
SO01 5.852986
S001 x ET01 21.988844
S001 x ET02 20.766365
S001 x ET03 13.473726
SO01 x ET05 15.975984
SO03 7141474
SO03 x ET01 15919710
S003 x ET02 18.330485
S003 x ET03 13.354890
S003 x ET05 16.452373
SO05 12.342448
SO05 x ET01 27.898543
SO05 x ET02 21.352244
SO05 x ET03 17.140548
SO05x ET05 22438821
ETO01 26.498320
ET02 21.355966
ETO03 18539311
ETO05 18.455091
FP02 16.497003
FP04 8.107064
FP05 12.458960

Table IV. FP06 21.174287

Outer model FPO7 20.081278

t-statistic FP08 13.239880

Original sample Sample mean SD SE t-statistics

SO-FP 0.648808 0.617660 0.159905 0.159905 4.057459

Table V. SOxTech—FP —0.720752 —0.679672 0.322378 0.322378 2235734
Path analysis Tech—FP 0.915508 0.909080 0.247779 0.247779 3.694861




SO xTech

Firm Performance
w
1

—&— Low Technological
turbulence

--4--- High Technological
turbulence

Low SO High SO

6. Discussion

It appears that IT provides challenges for SME performance. The turbulence
represents a process that alters the impact of the independent variables on FP in the
context of contingency theory. SMEs with greater SO can increase their performance in
certain condition. However, the wide range of dynamic TT provides different impact on
the relationship between SO and FP.

Moderate T'T allows the observed SMEs with opportunity-based strategic posture to
achieve their performance. This condition indicates that under predictable
technological change, the SMEs can utilize technology to implement their strategy.
However, under very dynamic technology turbulence, SMEs will suffer from
opportunity-driven strategy. This indicates that there is a scale of absorptive capacity
of the SMEs to utilize technology (Alexy et al., 2013).
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Figure 1.
Path analysis

Figure 2.
Moderating effect of
information
technological
turbulence
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Rapid and significant information technological changes in an industry reflect TT.
A firm might have strong SO, but it requires capability to deal with TT. TT brings
more uncertainty business environment to the SMEs. Thus, technological capability in
a low TT context is more relevant than it has in a high TT context.

The managerial implication indicates that IT can solve the problem of SMEs by
creating online outlet. Typically, SME managers often lack awareness to understand
the business contingency process. This severe problem occurs when crisis hit the
organization (Linstrom, 2012). Hence, the contingency approach encourages SME
managers and their organizations respond it by conducting training. This approach
has been used to examine the solution in various industries, e.g. SMEs and public
organization in different national cultures (Jaiaskelainen, et al, 2012).

In the context of public policy, the initiative to promote such technology needs to
consider the capacity of SMEs. IT may become valuable resources, but the process of
transforming such resources to greater performance needs greater capacity, which
mmplies greater scale of economy. Firms facing significant and persistent technological
changes can adapt by utilizing their technological capabilities. In contrast, under low
TT, they do not face such serious demands to respond to technological changes.

It is more appropriate for the SMEs operating in stable technological change to
adopt SO, which lays emphasis on greater intention for business opportunities, while
firms in more dynamic technological settings should consider their capacity to manage
their resources. The result indicates that implementing strategy is in essence an
investment project requires resources commitment and corresponding adjustment of
organizational capability. A firm requires multiple partners to maximize the benefit of
technology (Alexy et al., 2013). Hence, future study may explore the capability of SMEs
to maximize the benefit of such technology as they go partnership.

SMEs need to understand the extent of information technological change, before
they set a specific SO whether by opportunities or by resources-based orientation (Zhao
et al., 2010). This implies that the initiative respond to exploit market opportunity of
firms, which called as proactiveness (Covin and Lumpkin, 2011), is fluctuated over time.
This marketing capability is acknowledged as valuable resources to SMEs (Pratono
and Mahmood, 2015). Hence, future research on SMEs may address the intersection
between information TT and dynamic marketing capability.

Stable TT allows proactive behavior to achieve the best FP; while firms with
proactive behavior will suffer from poor performance under dynamic TT. Dynamic TT
encourages firms to take risk aversion behavior by setting a strategy with resource-
based orientation. This result supports the previous argument that entrepreneurial
behavior is dynamically adapted to TT (Zellweger and Sieger, 2012).

The cross-section data in Indonesia SME context is considered to be the limitation of
this study, which implies on snap shoot observation. Hence, the future studies may
examine the similar issue with relevant panel data analysis in different countries and
different environment context. In addition, this study relies on one source of
information in each firm. The future studies may involve various stakeholders to
confirm the firm behavior in every business organization.

7. Conclusion

It appears that prevalent capabilities intertwined with organizational boundaries and
provides valuable extension for the perspective of contingency theory, which explains
on how SMEs deal with information technological changes. This study draws
conclusion to argue that SO on business opportunity comes to limitation under



information TT. Recognizing the moderating effect of information TT on the
relationship between SO and FP allows clarifying the key contingency of FP.

This study confirms heterogeneous relationship between return of SO and FP. The
dynamic capability offers more complicated effects on SMEs with concern to gain market
opportunities under various dynamic TTs. SMEs may make substantial investment in
R&D to seize the opportunity but they may suffer from poor performance under high TT

SME performance may stems from opportunity-based strategy but it also
contingent on information TT. The result shows how the TT influences managerial
decision-making processes under an opportunity-based paradigm. In particular, high
TT is the largest driver of responsive market orientation, while competitive intensity is
the most significant driver of proactive market orientation. However, SME managers
seem to face lack of capability to deal with high TT.

The finding should encourage SME managers and policy makers to pay concern in
technological capability that will allow SMEs to gain sustainable competitive
advantage. Indeed, the concept such as opportunity recognition and dynamic
capability are central to the success of SMEs, especially with entrepreneurial behavior.
As the study concerns on the impact of TT on the relationship between SO and FP, the
review on generic contingency factors briefly discuss to illustrate their significance.
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