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ABSTRACT 

 
Entrepreneurial is one of the solutions for a country to face an economic crisis and reduce the country's 

unemployment problem. However, no more than 50% of the startup business can survive in the first 

three years. The Open System Theory explains that there is a positive relationship between external 

environmental factors and business activities. This study tries to provide the complex relationship 

between Self-efficacy, Risk-taking propensity, Innovativeness, and business survival with technology 

turbulence as the moderating variable. The data collection was provided through literature review from 

the previous study as the predictor. The contribution of this study is the clarification of the facts of 

personality characteristics of entrepreneurs and the indication that external environments can moderate 

the personality characteristics of an entrepreneur. The result shows that risk-taking propensity and 

Innovativeness positively affect business survival and will be best influencing at the moderate level. 

 

Keywords: Risk-taking propensity, Technology Turbulence, Self-Efficacy, Entrepreneurship, 
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1. Introduction 

 

The various number of SMEs rising quickly every years but no more than 50% will survive in 

their first five years (Korunka et al, 2010 ; Marivate, 2014 ; Gonzalez, 2017) or even more than 

75% fail in their first three years (Ladzani, 2009 ;  Ligthelm & Brilal, 2012). The difference of 

internal and external environments become the factors that influence the survival rate of each 

SMEs (Virglerova et al, 2020; Fatoki, 2018; Bercovitz & Mitchell, 2007; Praag, 2003). In the 

other hand, the SMEs has been proven as the vital assets on keep the economy of the country 

(Thames, 2021). This is a strong reason to know which environment made the business survival 

rate become better. 

 

Indonesia has the number of 65.5 millions SMEs in 2019 or about 4.13% of the population 

(BPS, 2021). It is about 99.99% of total enterprises in Indonesia. Taiwan has the number of 1.5 

millions SMEs in 2020 or about 21.18% of the total population (MOEA Taiwan, 2021). With 

the total 98.93% og the total enterprises in Taiwan, this country frequent to ask foreign workers 

to help the businesses. The high percentage of SMEs compared to the total population indicate 

the capabilities of the country to face the crisis and strengthen the economy. In the other hand, 

these two different situation indicate the different business survival rate and different condition 

on the environment. 
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2. Literature Review  

 

2.1 Business Survival 

 

Business survival is influenced by many factors, such as the Industrial life cycle (Agarwal, 

1997), the sector’s technology turbulence (Schumpeter, 1942; Audretsch, 1995; Mata et al., 

1995; Aghion et al., 2001; Pranoto, 2018), the size and age of business (Evans, 1987; Geroski, 

1995; Sutton, 1997; Cefis and Marsili, 2005), the pre-experience of the entrepreneur (Boeker, 

1988; Klepper, 2002; Thomson, 2005), the business profitability and financial health (Ortiz et 

al, 2018), business competitiveness (Noor, 2013), as well as the personal characteristics 

(Korunka et al, 2010) and the characteristics of the market (Audretsch and Mahmood, 1995; 

Mata et al., 1995; Agarwal and Gort, 2002). The technology turbulence as the external 

environment are influence internal environment as the open system theory stated by Berglund 

& Sandstrom (2013). 

 

2.2 Internal Environment to Business Survival 

 

Internal Environment come from the inner organization of the SMEs, as like the personal 

characteristics of the entrepreneur/owner (Alshura & Assuli, 2017; Moran, 1998). The personal 

characteristics bring the good wave on business survival (Korunka et al, 2010). Personal 

characteristics of the entrepreneur can be define as characteristic that owned by an entrepreneur 

on running the business. As part of the personal characteristics of entrepreneurs, the risk-taking 

propensity, self-efficacy, and Innovativeness can influence the business survival of SMEs to a 

better result (Bandura & Adam, 1977; Hytinen, 2015; Ortiz, 2018; Moran, 1998). 

 

2.2.1 Risk-Taking propensity 

 

Risk-taking propensity comes from risk-taking behavior that is a personal preference on taking 

some risks to exchange with something else (Antontic et al, 2018). This personal characteristic 

may crucial for an entrepreneur to decision making process. The entrepreneur may face 

dilemmatic issues because the risks in their problem solving options. Pranoto (2018) and 

Schilke (2014) state that SMEs are a high risk business. The bigger the business size, the bigger 

resource can be gather and maintain, and the bigger risk they will face. The owner or the 

entrepreneur will take the responsibility on making the decision. According to Kamalanabhan 

(2000), SMEs facing several kind of risk they need to take, such as prestige risk, commitment 

risk, career risk, and physical and mental well-being risk. 

 

2.2.2 Innovativeness 

 

The previous research proof that innovativeness has positive affect to business survival. 

Rosenbusch (2011) show a detail meta-analysis of the innovativeness-business survival among 

the small and medium enterprises (SMEs). Song et al (2008) and Hyytinen et al (2015) report 

the same result as positive relationship among innovativeness and performance, evidence 

showed the results may be context-dependent and heterogenous. Covin et al (2020) state that 

innovativeness can be measure as how faster an entrepreneur can adopt with renewal and 

change, how fast they can master new routine and works, and how they prefer to creative things 

rather than mainstream things. 
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2.2.3 Self-Efficacy 

 

Self-efficacy is an individual's assessment of their ability to complete a task, meet a goal, or 

generate something (Baron and Byrne, 2000). Personal belief in self-control, self-motivation, 

cognition, affection, and social environment are all linked to self-efficacy. Self-efficacy has a 

significant impact on achieving some of one's objectives. According to a prior study by Ie and 

Visantia (2013) and Wibisono et al (2019), self-efficacy has a positive and significant impact 

on business survival. 

 

2.3 External Environment 

 

In today's fast-changing and unpredictable environments, open system theory is a modern 

system-based changed management theory aimed at fostering healthy, innovative, and resilient 

organizations and communities (Mbithi et al, 2017). The Open-system model is focus on how 

external environment can influence the internal organization directly or indirectly. External 

environment has five factors, they are political factors, Economic factors, socio-cultural 

factors, and technology factors. 

 

The risk-benefit analysis is also used to determine the immaturity of SMEs' capacity to adopt 

technologies (Kim et al., 2016). SMEs identify the low-risk technological arbitrage potential 

with imitable technology complexity, while having a weaker R&D capability and less resources 

(Shin and Lee, 2013). Under predicted technological turbulence, SMEs with a strong purpose 

to capture commercial opportunities will achieve high performance (Pratono, 2018).  

 

As a result of their lack of investment resources and IT expertise, SMEs are unable to tolerate 

performance or security risks (Kim et al., 2016). When technology turbulence is high, 

companies underperform. When technological turbulence is low, firms do well (Carbonell and 

Escudero, 2015). 

 

3. Research Methodology 

 

This is literature review paper, which gather several paper and describe the expected result 

based on the previous research. The data was collected from Elsevier, Emerald, google scholar, 

official website, country law, and other publisher and proceeding available. The researcher 

gather more than 100 articles from May, 2021 until October, 2021. The keywords on searching 

the reference are macro environment, external environment, internal environment, micro 

environment, SMEs’ growth in Taiwan, SMEs growth in Indonesia, SMEs’ survival rate, 

business performance, business survival, technology turbulence, self-efficacy, risk-taking 

propensity, risk-taking behavior, and innovativeness. 
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Figure 1. Framework 

 

4. Results 

 

Based on the framework, all of the independent variables were connected to business survival. 

However, Technology turbulence cannot stand independently. It just become the moderator of 

the relationship between risk-taking propensity and business survival. 

 

According to Wibisono (2019) and Bandura & Adam (1977), self-efficacy has positive impact 

to business survival. Entrepreneurs that have more self-efficacy could bring their business more 

survivable. Which means, if the entrepreneurs cannot understand well about themselves and 

have not enough motivation and belief in their capabilities, they may bring the business survival 

rate lower than others.  

 

Pranoto (2018) state that risk-taking propensity has positive affect to the business survival. The 

result in line with Antoncic et al (2018) finding, that the higher risk-taking propensity of the 

entrepreneur, the higher their business survival. The technology turbulence has relationship 

with risk-taking propensity as the moderator on business survival. According to Pranoto 

(2018), the high technology turbulence bring the less effective of risk-taking propensity on 

business survival. 

 

The relationship between innovativeness and business survival has been proven by Hyytinen 

et al (2015). Innovativeness has positive affect to business survival. The innovation from the 

entrepreneur make the business survival rate higher than if the entrepreneur has no innovation. 

The same result also shown in Ortiz-Villajoz & Sotoca (2018) and Ogbeibu et al (2020), that 

innovativeness of the entrepreneur bring more business survival on their business. Ogbeibu et 

al (2020) also proof that there are no direct or indirect effect of technology turbulence to the 

relationship between business survival and innovativeness. 

 

5. Discussion 

 

Bandura & Adam (1977) proof that self-efficacy will influence the performance (business 

survival) by making the plan management and operational linear with the capability of the 

organization. This statement make sense as founded by Wibisono (2019) that when the 

entrepreneur understand well about themselves, their goal setting and implementation can bring 
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better survival rate. Entrepreneur can increase their self-efficacy by experience and lesson from 

the network. Especially, most of SMEs dominated influence by the owner as entrepreneur. 

 

Antoncic et al (2018) argue that the best result of the relationship between risk-taking 

propensity and business survival is when the technology turbulence in the moderate level. 

Which means that if there are no turbulence on technological in the industry, it also bring the 

result not to the best performance. Entrepreneur that has high enough risk-taking propensity, 

they tend to run a good business survival, especially when they open the SMEs into the industry 

that has moderate turbulence on technological. 

 

We discovered that the combination of entrepreneurs' increased risk appetite and their 

innovativeness decreases the chances of their businesses survival. This conclusion is in line 

with the findings of Buddelmeyer et al. (2010), who claim that the probability of survival varies 

depending on the risk level of innovations. It also aligns with the findings of Forlani and 

Mullins (2000), who claim that risk-averse entrepreneurs are more inclined to engage their 

businesses in riskier innovative endeavors. These data show that the effect of entrepreneurial 

risk-taking is task-dependent, and that it is especially important for innovativeness. 

 

6. Conclusion 

 

This study gives an account of business survival and provides a literature evidence to confirm 

that personal characteristics of entrepreneur positively affects business survival. Not as the 

open system theory state, the technology turbulence as external environment not affecting all 

the internal environment of the entrepreneurs, except the risk-taking propensity. This study 

show that the turbulence of technological in industry may has other relationship with other 

managerial risk. The next study should be try to find more potential relationship among internal 

and external environment in terms of business survival. 
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