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THE EFFECT OF ENTREPRENEURIAL CORPORATE CULTURE
TO CREATE THE ENTREPRENEURIAL PERSONALITY
CHARACTERI STICS: COMPARING MALE AND FEMALE
EMPLOYEES IN SURABAYA

Evi Thelia Sari!

STIE Mahardhiké&Burabaya
INDONESIA
E-mails: evi.thelia@gmail.com

ABSTRACT

This study is to examine the effect of entrepreneurial corporate culture in

creating the entrepreneurigbersonality characteristics and to compare the

effecton entrepreneurial personalitpetween male and female employaes

Surabaya, Indonesia. Using the multiple regression analysis and independent t

test, the results of the study amémultaneously all # components of

entrepreneurial corporate cultures {Xo X) which are: creative innovation,

cooperation, opeigcommunication, organizational ridlking, tolerance of the

creative talents, and acceptance to the criticibming the effect to create the

ertrepreneurial personality characteristics (Y) of the employees. Partially, each

of components X to Xs) influences the entrepreneurial personality
characteristics (YY) of the employees, excer
the negative influence tthe enrepreneurial personality characteristic¥he

Aopeoammuni cationod brings the highest regres
Révalue is less than 50% so Y variable might be influenced by other factors not

discussed in this papemlhe result of independentdst shows the difference

between male and female employees Surabaya on the effect of

entrepreneurial corporate cultureto the entrepreneurial personality

characteristics with coefficiert.422.

Keywords: Entrepreneurial Corporate Culture, Corporatalt@e,
Entrepreneurial Personality Characteristics

INTRODUCTION

There are so many topics about entrepreneurship and most of these propose the term

Ai nnovationo, Adrakatigwi t yboe samae s itihek cul t u
company level cultes which could have influences to create and enhance
entrepreneurship among the people. Indonesian government has been focusing to
support entrepreneurship since 2000 and the growth of entrepreneurship is amazingly
proven by huge numbers of new venturssbelished.

The globalization, however, is bringing more investments to Indonesiany
manufactures, service industries, finance and banking industry, education institutions

and retail industries are invested and operagsgeciallyin Surabaya as the jgigal of

East Java Province with about 3 million population in it and 1.35 million people are

- BookOneli
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working in either private or statwvned companies/institutions in Surabaya Cltlyis
population is mixed of originates and urbanized people from counties os tagund
Surabaya and even from other provinces and islands. This mixture brings more
complication to define its basic culturr addition to this, the global companies
investing in Surabaya enrich this city with many cultures introduced to societglthrou

its employees.

Companies are not static, yet they are continually changing (Morris & Kuratko, 2002).
They must adapt their traditional paradigm and even value to the changing global
environment, demand and also values. Thus, the companies have te thaegmore
innovative and then they need to support their people within with the eagerness and
readiness to change and do something different than they usedStudy.by Shihab,

et al.(2011)found the significant relationship between organizationdtum and
entrepreneurial orientation among its employekkny years agdpasically,male and
female characteristics in Indonesia differed by the conditions of its independences, risk
taking, ability to perceive failures and other personality charatibsrisof an
entrepreneurshipYet, the culture in national level is currently changingdeed
Surabaya, the second largest city in Indonesierently indicated to have some changes

in cultures and even values and norkiile in the past, the basic aute of Indonesian
characteristics are masculinity, high context and collectivist as those in some other
Asian countries and Latin America, but the globalization brings a lot of changes not
only to the economy, technology, political, but also to socialcaitdre life.

This paper will examine the effect of entrepreneurial corporate culture to create the
empl oyeesd entrepreneuri al characteristics
effect is different to male and female employees.

LITERATURE REVIEW

Corporate Culture

Organizational culturés a system of common definitions which are preserved by the
members of an organization and it creates distinction between organizations
(Pardakhtchi,2006). Robbins (1990) identified ten key characteristics osing
organizational culture. They include individual initiative, risk tolerance, direction,
integration, management suppocgntrol, identity, reward system, conflict tolerance

and communication patterngSepehri and Khayati, 2013)

Definingcobhpotaren éultureo needs an introd
withinanor gani zati on or <corporate (Il ater, it ow
(2010), stated thahe concepts about culture aftructural stability: impéesthat it is

not anly shared but also stablecause it defines the grqugepth: culture is the deepest,
oftenunconscioupart of a group and is therefore less tangible and less yibikedth:

after characteristic of culture is that after it has developed, it coMers al f a groupoc
functioning.Thus, wlture is pervasive and influences all aspects of how an organization

deals with its primary task, its varioesvironments, and its internal operati@msl the

last concept is; gtterning or integratiowhich isimplied by the concept of culture and

that further lends stability is padtning orintegration that ties together the various

elements and residest a deper level.Culture, based on Schein (2002), thewplies

that rituals, climateyalues and behavis tie together into a coherent wholend this

patern or integration is the essence of what we mean by culture. Disorder or

- BookOnel¥
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senselessness makawiety and hard worko reduce that anxiety by developing a more
consistent and predictable viewlwdw things are anddw they should be.

Thus, in a corporate, culture will affect the wagw thestrategy is determined, goals
are established and organization operdteglly, Schein (2010) defined formally that
an organization culture (this paper refers to it)fisA  pria bft shared basic
assumptions that a group hdsarned as it solved its problems of external adaptation
and internal integration, that has worked well enoughbt® considered valid and
therefore, to be taught to newembers as the correct way to percethnk, and feein
relation to those probl ems. o

The culturessomehowaffecing the corporate waycome frommacro level (laws and
economic institutions) and micro level (the organization is influenced through a number
of cultural elements relating torployeremployee relationships and behaviour among
employeek

Entrepreneurial Corporate Culture
The understanding of basic culture concepts withaomorate will support the better
idea to the entrepreneurial corporate culti@tter (1996) in Morris& Kuratko (2002)
noted that A culture changes only after yo
after the new behavior produces some group benefit for a period of time, and after
people see the connection between the new actions and the pedogmamn mpr ov e me nt
This statement then brings us the paradigm that management even does not change the
culture so that entrepreneurship begins, but a corporate must create an entrepreneurial
culture through a transformation process including innovation, irzomis
reinforcement, result, and extensive internal communication (Morris & Kuratko, 2002).
Definition of entrepreneurial corporate culture is not clearly destribet its core
meaning refers to corporate which is consistent with entrepreneurship asid m
conducive to entrepreneurship (Morris & Kuratko, 2002) and seems to have the
following elements:

- People and empowerment focused,;

- Value creation through innovation and change;

- Attention to the basics;

- Handson management;

- Doing the right things;

- Freedomo grow and to fail;

- Commitment and personal responsibility;

- Emphasis on the future and a sense of urgency
The basic thing of entrepreneurial corporate culture is about the people within it. They
must champion a concept, persevere in the face of resstamd rejection, make
adaptations, and keep the idea alive, but still need teams. A motivated, coordinated team
is critical for moving an entrepreneurial event through what can be a lengthy process
filled with obstacles (Morris & Kuratko, 2002)
The otherimportant thing in entrepreneurial corporate is about the people view about
failure. Failure is then perceived in the entrepreneurial corporate because the executives
recognize that failure goes hand in hand with innovattaglure is considered a trial
toward an innovation and sometimes it brings extra cost to try. Then avoiding failure in
no way ensures success but experiencing failures can enhance the possibility of success

- BookOnelE
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if learning is taking place. So, the real problem with failure point of viewois a
corporate conceptuaks failure. (Morris & Kuratko2002). However, the study by
Sepehri & Khayati (2013) indicatdbat there is a significant relationship between the
components obrganizational culture and corporate entrepreneurship

Stevenson(1983) in Gathungu, et al. (2014¢onceptualized entrepreneurship as a
management approach that has at its heart amoaduming passion for the pursuit and
exploitation of opportunity without regard to resources currewtytrolled and
contrased entrepeneurial behavior with administrative behavior.

Razavi et al. (2012) in their study used McGuire components of entrepreneurial
organization culture those will be also used in this paper. The six components used to
describe the entrepreneurial corporatdture are: creative innovation, cooperation,
open communication, organizational rslking, tolerance of the creative talents, and
criticism acceptance.

Creative innovation has many definitions and indicabortasically it is characterized

by dynamicenvironment withits new product or procedure or a new management
strategy to an enterprise (Razavi et al., 20T2e product development is one of the
duties of research and development in the institution, organization or corporate.
Cooperation tends tbe defined as the teamwork dynamic and collaboration among
employees within organization. Open communication is clearly seen as the easy access
to information and sharing ideas at all levels and sections in organization/corporate.
Organizational riskaking is defined as the ability of the organization members to
believe reasonable rigkking and learning from mistakes and even failures (Razavi et
al., 2012). Opeminded and informal culture perhaps is easier to adjust with mistakes.
The other componens tolerance of creative talents which refers to supports that given
to the creativity of the employees in doing their tasks. The last component priyyosed
Mc Guire as citedn Razavi et al (2012¥ criticism acceptance which needs the epen
minded leadex in organization oicorporate because it refers to acceptance to the
comment from dissatisfied employees and the cooperation between management and
employee to resolve their dissatisfactionhi s paper uses those tern
with some adaptatioto the proper situation.

Mars (2008) in his study shows four distinct environment about corporate cultures;
piazzas, modul es, pyramids and keeps. To
appropriate form of enterprise: piazza to entrepreneurialism, le®do projects,
pyramids to institutional hierarchies and keeps to specialist pursuits. For those
entrepreneurial, networking and innovating individualist, there is no division between
internal and external space (time) and for them it is about compeditena. So, in the
entrepreneurial corporate culture, competition and innovation must be encouraged
among the employees.

Cakar & Erturk (2010) concluded in their study that innovative culture is a way of
thinking and behaving that creates, developsestdblishes values and attitudes within

a firm that may require rising, accepting, and supporting new ideas involving an
improvement in the functioning and management of the firm. They considered that
empowerment is an antecedent of innovation capabilityg a consequence of
organizational culture. Their findings are meaningful that the more employees tend to
avoid uncertainty, the more they participate in the decisions affecting their tasks. They

- BookOnel
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usually ask feedback from their supervisors and motivatedhbypraise from the

supervisors.

Small firms have their managers more concerned with and involved in the professional

as well as personal lives of their subordinates and this setting makes employees become
more positive to t hevatossmaadereasedheidparticipationons or
in the innovation process (Cakar & Erturk, 2010).

Entrepreneurial Orientation

Although in this paper, entrepreneurial orientaspecificallyis not discussed, but this

term seems to be the other effect of eneapurial corporate culture. Some@rical

studies suggest that EO is a muditnensional construct and can be evaluated from

different perspectives.Mi | | er 6 s (1983) wor k, whi ch Vi e
innovation, risktaking, and proactiveness, is thasiks for severabtudies.Later, a

number of studies have established innovation-taking, and proactiveness as EO
dimensions. Lumpkin and Dess (1996) in Shihab et al., (20dgf)ned each EO

construct as follows:

1. Autonomyis one of the most importastimuli for the entrepreneurs in running
venturesand described as an independency of an individual or a team to
develop business vision and carry it through

2. Completionhere is defined a$i¢ strongautonomy whenever the entrepreneurs
supported with cultres that endorsethem to be independentlyand
opportunities seekers.

3. Innovativenessgefers to willingness to support nadeas, creativity, novelty,
technological leadership, experimentation, and R&D in the development of
new processes. It also gives d@r contribution to the presence of
entrepreneurshidf there is supporting culture which supports tneation of
new ideas, experimentation, original solutions to problem, and creative process
theninnovativeness wilgive thepositive results.

4. Risk takng is defined as willingness to accept uncertaisgizing opportunity
in the marketplace by making large resource commitment with expectation to
achievehigh returns.Risk-taking behavior and commitent toresource will
bring an entrepreneur tarvestthe benefits.

5. Competitive aggressiveness aboutf i r teddency to compete with its
rivals/competitors directly and intensely. It also refers to entrepreneurs who
live in culture of achievement oriented. This dimension is becoming an
important componeraf EO becausaithout competitive aggressiveness, firm
would not be able to survive and success in starting up aveeture. Since
proactiveness dimension is identical to competitive aggressiveness and
therefore is excludeuh this present paper.

Anorgmmi zati onés culture represents the coher
evolved as successful solutions to past challenges (Schein, 1990). Culture represents an
important contextual factor that can foster discretionary knowistigang behaviar

(Burgelman, 1983; Morris et al., 1993; Zahra et al.,, 2004). A significant aspect of
organizational culture is the way in which the organization relates to employees and
employees to one another (e.g., Baron, Hannan & Burton, 1999; Schein, 1990). The

values regarding relationships with employees that underlie organizational culture can

- BookOnell



TheFirst InternationalConferenceon Entrepreneurship

exert a significant influence upon the types of HRM practices selected (Baron et al.,
1999). The dominant values of an organization are expected to exert a direct and
indirect influence on knowledge processes. (Hayton & Macchitella, 2013)

Entrepreneurial Personality Characteristics
There are a lot of versions to describe characteristics associated with entrepreneurs.
John Kao (Kuratko & Hodgetts, 2007) proposed eleven camuoiwracteristics to
idenify the entrepreneurial characteristics, such as: total commitment, determination
and perseverance; drive o achieve and grow; opportunity and goal orientation; taking
initiative and personal responsibility; persistent problemisgjwealism and a sense of
humor; seeking and using feedback; internal locus of control; calculated risk taking and
risk seeking; low need for statuts and power; integrity and reliability. Hornaday (1982)
i n his HAResear ch abouttko & Hadgetisg 20 nfounded@ r ene u r
characteristics often attributed to entrepreneurs, some of them are: confidence, creativity,
initiative, intelligence, flexibility, efficacy, commitment, and ability to take calculated
risks, etc.
Based on the article of Salh Min in 1999 (Kuratko & Hodgetts, 2007), there are the
top ten of twentyfirst century characteristics of entrepreneurs such as: recognize and
take advantage of opportunities; resourceful; creative; visionary; independent thinker;
hard worker; optimist; innovator; risk taker; leader.
In this paper, the characteristics to define entrepreneurial personality are based on the
components studied by Razavi et al. (20dBpse definitions adapted to this research
topic and use other reference tddose eighcharacteristics are:
1. Risk-Taking in this paper considered as calculated risk takingheagxtent
to which a person takes the solving complex issues and offering a variety of
ways to reasonable risks and has the powéaide great risks and problems.
The o6risk6 term here is constodier ed cé
manner (Kuratko & Hodgetts, 2007).
2. Internal Locus of Controlas Kuratko & Hodgetts (2007), is the belief that
either success or failure of their business is not governed by fateofu
similar forces. It is about their accomplishments in controlling and
influencing their business6 outcomes af

3. SuccessSeeking as Razavi et al (2012) proposed it asn i ndi vidual
motivation to succeed and try to achieve goals.
4. Expressiveness chought : It i's the amount of a

complex conceptdt is more clearly to be defined in term of communication
skill, used in sharing ideas or policy.

5. Pragmatism Razavi et al (2012) stated this termths extent towhich an
individual cares about doing work and achieving resHlisatko & Hodgetts
(2007) stated in other term with simil
that appears to others to be internally driven by a strong desire to compete,
excel againsseltimposed standards, pursue and attain challenging goals.

6. Tolerance of Ambiguityis defined asthe extent to which a person
entrepreneursoé personality characteri st
works in condition®f uncertainty and ambigyi (Razavi et al., 2012)

- BookOnell§
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7. Dreamingis also characteristics attached to entrepreneur because it refers to
the amount of a persond6s i magination
others to achieve the different issues and the power of mental imagery.
(Razavi et al., 2012). ater on, this term is more known as vision, to develop
over time as the individual begins to realize what the firm is and what it can
become (Kuratko & Hodgetts, 2007).

8. Challengeseekingis defined aghe amount of interest in takinghallenges
and the ability to deal with difficult and complicated iss(Razavi et al.,
2012). It is similar to the opportunity orientation as they are goal oriented in
their pursuit of opportunities (Kuratko & Hodgetts, 2007). This situation will
challenge them to accomplish their dream, goal and desesadlt.

However, b6 bean entrepreneur does not need any extraordinary talent. It needs some
skills such agnitiative, imagination, a clear vision and confidence. Most entrepreneurs
want to make the @rld a more pleasant place to liygume, et al., 2013)

Gender Issues in Entrepreneurial Characteristics
There are also some other important differences which distingusten from men in
this profession. The following are the most domirafi® a d-Mat kovi I, 2009) :
1. Women start businesses to accomplish flexibilitgependence and to free
themselves from corporative boundariBgsides that, many women look
for personal satisfaction throughinning a business independentty create
spacefor advancing in a careeto createa safe future and the possibility of
a choice of lifestyle and work style.
2. Women are often motivated to start their own business becaut® of
dissatisfaction with their status in their jobs
3. More than half of womewonwners (53%) are guided by intuitievhen they
start and run a business, while men (71%) are gwdsdby logic.
4. Two thirds of women (60%) compared to male business owagrasnine
all possibilities before they make a decision and stame actiongaher
information from theirconsultants and entrepreneurial associations more
than men dpsuccessfully weigh up every possibility and balance different
tasks and prioriteas well ( RaMiaorvkiolvi [, 2013) :
The paper-Maf k Ra il Elabbrétaasorde)main issues in the literature of
female entrepreneurship. Future studies should follow the changes in the roles and tasks
of women as entrepreneurs as the main conductors of these activities, influenced by new
flows of economic operation in the agegbobalization.That is the recognition of the
capacity of women entrepreneurs in our global commusitgo longer a matter of
debate.RadoMarikovi i, 2013) .
Gender differencesfor Spain casejn entrepreneurial intentions and agentic traits
frequently linked to entrepreneurship (locus of control, entrepreneuriatffietcy,
risk-taking propensity, and proactiveness) were examamedthe resulshowed gender
differences in entrepreneurial intention and entrepreneuriak8elécy, in the sense
that men felt themselves more efficient and oriented to create a new venture than
women. Nevertheless, major area and age explainededhiffes in the variabletudied
better than gendeglose & Licciardello, 2012
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Relationship between Corporate Culture and Entrepreneurial Personal
Characteristics

I n ot her wor ds, there is no significant
comporate entrepreneurship and organizational culture, in terms of gender. (Sepehri &
Khayati, 2013) Hian Chi Koo (1996) in Razavi et al. (2012) found that suesesking,
internal locus of control, riskaking, ambiguity tolerance, seiliance and innowtan
as factors to lead people get tendency to entrepreneurial activities.
Razavi et al (2012) in their study fouride negative correlation between creative
innovaion, cooperation and toleranoé creative talents the personality characteristics
open ommunications and organizational Hgiing The result also showed that the
criticism acceptance has no meaningful correlation to the personality characteristics.
But the other part of the result shows that organizationattaiskg and open
communicabn have positive cortation between organizational ristking and open
communication with the personality characteristics of the respondents, so they
recommended the institution to improve the communications and performance by
workshop to educate theiblof risk-taking tolerance, creating thought and so on.
Based on the paper background and literature review along with the previous research
linked to the similar topics, then thggothesis generated this paper are:
I.  There is simultaneous effect &trepreneurial Corporate Culture to the
Entrepreneurial Personality Culture among the employees
Il. There is partially effect of Entrepreneurial Corporate Culture to the
Entrepreneurial Personality Culture among the employees
lll. There is a difference in the efteof Entrepreneurial Corporate Culture to
the Entrepreneurial Personali@haracteristicoetween male and female
employees

Creative Innovation

Cooperation

Open Communication Entrepreneurial

Personality Characteristid

Organizational Risk
Taking

Tolerance othe Creative
Talents

N/

Criticism Acceptance

Figure 1. Research Model
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RESEARCH METHODOLOGY

This quantitative research is conducted by purposive rmadom sampling method
using questionnaires and measured in Likert ScalB).(I'’he sample size is 100
respondents collected from 15 Ji2feJune2014. The analysis techniques are multiple
linear regressiongo examine the effects of components in Enegapurial Corporate
Culture to the Entrepreneurial Personality Characteristics and also indepetedHiort

comparing the gender (male and female).

Entrepreneurial
Corporate Culture

Entrepreeurial
Personality
Characteristics

J L

Male
Employees

Employees

Comparing the Effect of Entrepreneurial Corporate Culture to Creats
Entrepreneurial Personality Characteristics between Male and Fen

1T

Entrepreneurial
Corporate Culture

Entrepreneurial
Personality
Characteristics

Female
Employees

The measurement tools used in this researcjuéstionnaires given to the respondents.
The items in the questionnaire are based on Razavi et al.(2012) with some adaptation
and translated into Indonesian. The operational variables used along with their

Figure 2. Researclirramework

indicators are as shown in Table 1.
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Table 1. Operational Variable Definition

- Expressivenss of thought
- pragmatism

- Tolerance of ambiguity

- Dreaming

- Challengeseeking

Research Definition Indicators Measurement
Variable
Creative Based on - Corporate always does the innovati| Likert Scale:
Innovation (X1) | Razavi et al. - R&D operates well
(2012) 1= strongly disagree
Cooperation (x2) | Based on| - The corporate encourages teamrk | 2 = disagee
Razavi et al. among the employees 3 = neutral
(2012) - The corporate motivates employeeg 4 = agree
to work in team 5 = strongly agree
- Collaborative environment through
teamwork is createdvithin the
corporate
Open Based on - The freedom for every employee to
communication | Razavi et al. share his/her ideas openly
(X3) (2012) - Management communicates openly
and transparently to its employees
- There is tweways communication
within the corpoate
Organizational Based on - The corporate dares to take risks
risk- Razavi et al. - The corporate gives opportunity to
taking (X4) (2012) try new ideas.
- The corporate appreciates every ne
idea
Tolerance of Based on - The corporate motivates its
the creative Razaviet al. empl oyeesd creat
talents (X5) (2012) tasks.
- The corporate motivates its
employees to solve the task probler
in different ways
Acceptance to Based on - the corporate (managemeat)cepts
Critics (X6) Razavi et al. the critics from employees positively
(2012) - - The disputes between corporate a
employees is solved by themselves
Entrepreneurial | Based on - Risk-taking
Characteristics | Razavi et al. - Internal locus of control
(Y) (2012) - Succes$ seeking
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FINDINGS

The respondents description in this study shows that from 100 respondents purposively

taken are 41% male and 59% female employees in many institutions/companies in
Surabaya. Most of them (54%) is-28 years old, 31% is 181 years old, 12% is 2385

years old and only 2% aged-3@ years old while only 1% above 42 years old. Among

the respondents only 12% is marreett the rest 88% is single (not widowed/divorced).

Based on their job positions and tenures, 86% of respondents work in local private
company, 6% in Statewned companies (SOE companies) and 8% work in foreign

private companies in Surabaya. Theorporate/institutions have various number of
employees.les t han 50 employees is the most bas:
(45%). Only 17% of respondents work in companies employing more than 300 people,

23% ranged 5100 employees and only 15% work in companies which employ 101

300 people.

The fields of lisiness also matters in this study to provide better and deeper analysis

since different field of business requires differenaracteristics of jobs and people but

this case is not intensively discussed in this study. Table 2 shows the variety of business
fields gathered from respondentsdé workpl ace

Table2Business Fields of Respondentso

Valid Cumulative
Frequency Percent Percent Percent
Valid Education 8 8.0 8.0 8.0
Manufacture 18 18.0 18.0 26.0
Public service 8 8.0 8.0 34.0
Information 10 10.0 10.0 44.0
Technology/Engineerin
Retalil 17 17.0 17.0 61.0
Finance 3 3.0 3.0 64.0
Hospitality 3 3.0 3.0 67.0
Consultant 1 1.0 1.0 68.0
Pharmacy 3 3.0 3.0 71.0
Food and Beverages 11 11.0 11.0 82.0
Construction 11 11.0 110 93.0
Creative Industry 3 3.0 3.0 96.0
Health and Medical 3 3.0 3.0 99.0
Agriculture, Farming 1 1.0 1.0 100.0
Total 100 100.0 100.0

Source:Primary data

The average year of working done by respondents3ig/dars. Only 1 respondent has
been working in the same current company more than 6 years, 26% has been working
less than 1 year in the same companies and 15% has been workir@yiears.

Towards the questionnaires as the measurementheolatidity test shows that ltem 1,

Item 19 Item 24 are not valid because their value is less than 0.361 (N =30,
significance= 5%) so they must be removed from the item list atebted. After re

test, all the items are valid and no more item rest after round 1 is reniRelébility
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test to he items is done and the itef and iten20 must be removed and the other test
must be executed. The second round of reliability test shows that all rest items are

reliabl e after t hose t wo i tems -Tomlmoved.
Correl attbeoi alemsdé values are more than 0.
and significance= 5%). The Cronbachoés Alp

minimum value 0.6.

So, five statements in questionnaires must be deleted in prior to the pobdiess
regression anal ysi s, estrlkee fiproard u avto rikmgpn @awcat iad
your job withYoruesagroensdmbiiven ydp feach the t
di fficulties to explain and eXqrhave the your t
ideas about your company/institutionbs fut U
locus of control, successeeking, expressiveness of thought, and dreaming as the
indicators of entrepreneurial personality characteristicSther indicators of thki

dependent variable are measured by other five indicatorstakgkg, pragmatism,

tolerance of ambiguity and challengeeking.

Table 3. Correlation

Entrepr
e Toleran
neurial Open ceto | Accep
Charac| Creative Commu | Organizatio| Creativ | tance to
te Innovati | Cooperati ni nd Risk- e Criticis
ristics on on cation Taking Talents m
Pearson Entrepreneur
Correlati ial | 1000 310 401 .454 472 421 407
on Characteristi
cs
Creative 310/ 1.000 422 379 347|255 289
Innovation
Cooperation 401 422 1.000 769 538 541 A73
Open
Communicati .454 379 .769 1.000 400 .390 .333
on
Organization
al Risk 472 .347 .538 400 1.000 474 .620
Taking
Tolerance to
Creative 421 .255 .541 .390 AT74 1.000 .502
Talents
Acceptance | 447 289 473 .333 620 502 1.000
to Criticism

Source: primary data processing

The correlationbetween organizational rigkking and entrepreneurial personality
characteristicss the highest correlation value (0.421), while the creative innovation is
the least (0.310). The other compais of entrepreneurial corporate culture such as
cooperation, open communication, tolerance to creative talents and acceptance to
criticism have similar correlation value (0.401; 0.454; 0.421; and 0.407). These
correlation values show the moderate cotrefa of independent variables and
dependent variable (Entrepreneurial Characteristics.also noticed thahe value of
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R?is 0.354, means that the independent variables are not strong enough to influence the
dependent variable.

The low correlation alue of creative innovation to the entrepreneurial characteristics

can be understood since most of respondents have been woi&iggats in the same

(current) companies and their average age is ranging 2»88 years old and still

single. In this ageral marital status, most of them look for comfort when working.

They still strive to be themselves and less responsibility to family than older ages and
married peopleThe term creative innovation her e
innovate and use its R& effectively. Seemingly, most employees do not pay intention

to R&DOs job.

However, al/l i ndi cdtakr smngof aff®er ggaar ii da tainan rrei
the analysis and this variable is correlate@rntrepreneurial personality charactecist

of the employees. Company welcomes new ideas from its employees and this attitude
towards new ideas correlates to entreprenedhiatacteristic personality

Table 4.Regression Analysis

Unstandardized | Standardizec
Coefficients Coefficients t Sig.
Std. Std.
Model B Error Beta B Error
1 (Constant) 10.881 1.729 6.292 .000
Creative Innovatior .356 .357 .093 .996 322
Cooperation -.710 505 -.212| -1.406 163
Open 1.230 435 371  2.826 .006
Communication
Organizational
Risk-Taking .366 A71 247 2.143 .035
Tolerance to 721 384 198/  1.875 064
Creative Talents
Acceptance to 410 442 104 928/ 356
Criticism

Source: primary data processing

Then the regression analysis result shows F value = 8.503, then the F table = 2.198.
Because F value > F table = 8.503 > 2.198, it means that simultaneously, all the
independent variables have the effect to the dependent variable it means that we accept
hypothesis |. Regression equation is Y= 10.881+ 0.3b6 R.710 »% + 1.230 % +

0.366 % + 0.721 % + 0.410 X%. It means that components altogether if exist within the
culture of corporate will influence positively to the entrepreneurial personality
characteristics of its employees, no matter what the basies/alfithe employees
personallyis. This simultaneous result ignores the gender differences, working periods,
field of business, marital status and the number of employees within companies the
respondents work in. however, the low valoé R®> (0.354 indicates that the
independent varidd (entrepreneurial personality characteristics) might be influenced
by the other factors not described in this pafer,.linked to Schein (2010), thus, in a
corporate, culture will affect the way how the strategy is determined, goals are
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established andrganization operates because i igattern of shared basic assumptions
that a group hasearned as it solved its problems of external adaptatiwh internal
integratiorand somehow, affecting the corporate ways @&mployeremployee
relationships and bakiour among employees

The result of regression analysis shows that t test value = 6.292 and t table = 1.986.
Becausd value > t table 06.292> 1.984 all the independent variableartially have

the effect to the dependent varigh$® hypothesis lls acceptedBut partially, it is
surprising that cooperation has the negative influence terttiepreneurial personality
characteristics and creative innovation is very low but positively effecting
entrepreneurial personality characteristitisis oppsi t el y to fitol eranc:
talentso variable which effects the charac
the other positive effects).

The negative effect of cooperation can be explained based on definition as the
teamwork dynamic and calboration among employees within organization (Razavi et

al., 2012). The teamwork dynamic is not common for most of our respondents and
negatively considered as the barrier to compete with the other employees in the same
company. The basic culture of Indmsian people perhaps influesdhis result since the

high context culture wilbenot easily to be aggressivetgam work Marks et al (2001)

in Lepne (2008) argued that teams orchestrate interpersonal processes both during and
between episodes, so ieeds the interpersonal skills of its membdtsthen also
depends on task interdependence proposed by Thompson (1967) as citgghén L
(2008) which stated that when task interdependence in a work unit is lower, members
work more independently, requisiteterpersonal interaction is more limited and then
member contributions are pooled rather than integratedne et al. (2008) found that

task interdependence and team size affected relationships between teamwork processes
and performance. In terms oftegpreneurship, we more concern in being independent,
than it makes sense when cooperation and collaboration decrease the spirit of
entrepreneurship due to its interdependence.

Kimbrough & Componation (2009), in their study, combined a culture measurement
instrument with gauges &nterprise Risk ManagemeriERM) implementation and the

result shows the correlatiohey summarized that the organic cultures tend to make
greater progress in their ERM progranike organization culture in this study refers to

how quickly the organization careact to market changes and whether or not the
organization can successfully steer major changes of its environmgnking to
entrepreneurial corporate culture, Razavi et al. (2012) defined organizatiorakiis

for their study as the ability of the organization members to believe reasonable risk
taking and learning from mistakes and even failures. The organization (this term is
always considered as corporate) which accustomed to react and be brave in taking risks
wi || influence their employeesd entreprenet
shows the positive influence. It means that the higher intensity of corporate in taking
risk in the management decisions towards the business environment, will bring
enployees to be more ready and easily to react to any risks.

Creative innovationdefined as characterized by dynamic environment with its new
product or procedure or a new management strategy to an enteruligelerance to
creative talentsdefined as @pports that given to the creativity of the employees in
doing their tasks. (Razavi et al.,, 2012) are positively influence the entrepreneurial
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personality. But technically, both components cannot be separated fremmanded

and informal culture. Opemindedness and informal culture are supported by open
communication and acceptance to criticism as well within the organiz&igported

by Mars (2008), piazza corporate culture will support and encourage the innovation
among the employees. innovative aodt is a way of thinking and behaving that creates,
develops and establishes values and attitudes within a firm that may require rising,
accepting, and supporting new ideas involving an improvement in the functioning and
management of the firm and feedbaukd praise from their supervisors motivate the
employees to be involved in creating their new way of work (Cakar & Erturk, 2010).

The low effect of creative innovation and the acceptance of talents could be due to the
field of business where the respondework. Some of them do not require the rapid
innovation or multitalented employees such as banking/finance, construction and retalil
because all jobs have standardized rule and procedures. But if both of them implied in
manufactures, services or creatindustry only, the result must be different.

One thing to be noticed is that the highest effect to entrepreneurial personality is open
communication. Basic culture of population is high context and collectivism so that
every one needs communication withers and considered communication as best way

to solve problems, and could be understood by the range of ages the most respondents
are.Cakar & Erturk (2010) found that small firms have their managers more concerned
with and involved in the professiona aell as personal lives of their subordinates and
this setting makes employees become mor e
innovations and increase their participation in the innovation process, relating this
finding to the respondents charactecistin this paper that most of them are in the
productive ageso they tend to ask for more information andals@ve in information
seeking by communicating more, and also, most respondents work in medium corporate
with less than 50 employees that briegsier condition to communicate and know each
other even with the superiors.

After answering twdypothesesegarding regression analystee other hypothesis is
answered using independenitest to compare theentrepreneurial personality
characteristichetween male and female employeBased on respondent description
this study gets 47 males and 53 females to be analyzed.

Table 5. Chi-Square Tests

Asymp. Sig.
Value df (2-sided)
Pearson ChEquare 21.629(a) 13 .061
Likelihood Ratio 26.880 13 .013
Linearby-Linear Association .949 1 .330
N of Valid Cases 100

Source:Primary Data Processing
FromTable 5,X2value= 21.629 anX?table= 22.36203Due to X value < Xtable, in

this case, there is a difference in entrepreneurial characterstteseen male and
female employeeso the hypothesis Il is accepted.
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Table 6. Symmetric Measures

Value Approx. Sig.
Nominal by Nominal Contingency Coefficient 422 .061
N of Valid Cases 100

Source Primary Data Processing

The symmetric meases (Table 6)show thecontingency coefficient is 0.42@nd it

tends to O rather than to 1. It indicates that although there is difference in entrepreneurial
characteristic between male and female employees in Surabaya, the relationship of
entrepreneuriall@aracteristt and gender is not very strong. However, the differences is
mostly caused by thieasic culture of Indonesians which is high context and masculinity
that differ the gender regarding their positions in family and society and their functions
in their daily life and work. Althouglthe differencas not so strong bwgntrepreneurial
personality such as challengeeking, although not described in this paper, seems to be
strongerin male employees than females because the paradigms that females shoul
stay more at home, taking care of family and not work too much.

Gender differences, for Spain case, in entrepreneurial intentions were examined and
there isgenderdifference in entrepreneurial intention and entrepreneuriatstitacy,

in the senséhat men felt themselves more efficient and oriented to create a new venture
than womenbut howevermajor area and age explained differences in the variables
studied better than gendedose & Licciardello, 2032 In this study, the slight
differences beveen male and females could be influenced by the age and years of
working. Most of the respondents are in the same age and years of working. Their
paradigm and perceptions towards entrepreneurial corporate calturelatively the
sameThe study of Raovi -Mar kovi | (2013) also concl ud
capacity of women entrepreneurs in our global community is no longer a matter of
debate It gives the other understanding that in terms of entrepreneurial discussion,
especially within corporatsetting, gender issues are not the big problem and more
equal than before.

CONCLUSIONS AND RECOMMENDATION

This study has some findings regarding the hypothesis proposed. Simultaneously all the
components of entrepreneurial corporate cultures bring efifiect to create the
entrepreneurial personality characteristics of the employees. Partially, each of
components influences the entrepreneurial personality characteristics of the employees,
but only HAcooper at i oagdive infuenpeotateThe higbesti n g
influence comes from open communication compared to other independent variables as
the components of entrepreneurial corporate cultliree independent-test is to
compare the effects between male and female employees. The result shows the
difference between male and female employees about the entrepreneurial personality
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characteristic affected by the entrepreneurial corporate culture. All hypothesis assumed
in this study are accepted and answered.

LIMITATION OF STUDY

This study has somi@nitations apart of the small humber of respondents. This study
does not include the education background and positions of the respondents to support
the analysis. This study is also limited in analyzing data in terms of culture theories. In
the further tudy, the comparison based on gender must be deeper examined along with
the psychological theories to strengthen the personality differences.

It is also better if in the futurdwgly, the corporate analyzed has identically size, field of
business and owrghip to be more focus in analysis, and if necessary to compare, it
should be three types of corporate or organizations, so the differences can be clearly
seen.
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ABSTRACT

This study aim to investigate the integration of capital market of Indonesia and
America as a result of the global financial crisis. Indonesia capital market is
represented by the Composite Stock Price Index, while the American stock
market is represented by the S&P500 addition to the influence of foreign
capital mar ket conditi on, (S&P500) as the
the Indonesia capital market is influenced by economic conditions in the
country, including the exchange rate and foreign transadien foreign flow).
External and internal factors can affect the stability of the financial system of a
country. To find the integration of world capital markets and Indonesia
financial system stability due to the global financial crisis, this study was
conducted in two periods, they are the period of global financial crisis (July
2007December 2010) and the period of recovery after global financial crisis
(January 2011 December 2013).

This study used a quantitative approach using the Johansen Coiitegraist.
Monthly data were analyzed using the method of Ordinary Least Square (OLS).
The result of this study showed that there is no cointegration between Jakarta
Composite Index and S&P500 in the period of crisis and recovery. It means
there is shortdérm relationship. This prove showed that there is integration
between Jakarta Composite Index and S&P500. When there is collapse in
S&P500, so did the Indonesia stock market. While internal factors, net foreign
flow, showed the stability in the long retatiship to the Indonesia Stock Market.

Keywords: Integration, Stock Market, Cointegration Test, Global
Financial Crisis.

INTRODUCTION

Capital market has a role as a source of {@mmm financing for corporations and
investors. Integrated world cagditaarkets will provide opportunities for companies and
investors to raise capital efficiently. Investors can make investments with broader
diversification (not only between industries, but also between countries). The capital
costs which are borne by thavestor gets smaller, so the investment gets more
profitable. Thus, there are more investments done so that creates greater employment.
Integrated capital markets are geared to achieve the most optimal level of functionality
that supports the achievemeenél of welfare betweetountries. Thereby it increases
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economic development in many countries.

World capital market activity must be influenced by conditions that occur in the world.
Instability from the crisis could lead to high costs of economic, ipolnd social.
Stability of the financial system of a country is influenced by external and internal
factors. Trihadmini (2011) mentions that the external factor could be the world liquidity
shock that encourages the flow into or out of capital in thet dkom, the global
financial instability and the contagion effect. While internal factors may include interest
rates, exchange rates, inflation, and high dependence on banks. External conditions such
as the global crisis in 2007 proved that the activitthe world stock market is severe
affected. Bloomberg Database (2008) reported that from 25 July 2007 until 31
December 2008, a decrease in the S&P 500 is 40.50%. FTSE100 (UK stock market
index) fell by 31.30%, the Nikkei 225 (Japan stock market index)gad by 50.39%,

the KLSE (Malaysia stock market index) fell by 36.45%, and the Jakarta Composite
Index fell by 43.39%. This proves how external conditions affect the country's economy
activities of the country.

The integration of world capital marketsadopic that has been studied since the world
stock market crash in October 1987. Preliminary studies carried out on the stock market
were developed by countries like the United States, European countries, Japan. After the
Asian crisis, many studies beg#m focus their research on the emerging markets of
Asia. With the background of the global financial crisis, previous research concerning
the integration of America with the Malaysian stock market has been studied by Khalifa
and Gallato (2012). The findys showed that when the American stock market
collapsed, so did the Malaysian stock market, but the exchange rate (forex) as a
country's macroeconomic variables, did not significantly affect the Malaysian stock
market during the global financial crisis.i$Hinding proves the existence of a country's
capital market integration with other countries, while the domestic capital market
conditions are formed as a result of maeoonomic aggregates.

This study focuses on the integration of capital marketadiiriesia and America as the
country of the crisis origin to determine how much Indonesia is affected by the crisis
shock. In addition, macreconomic variables such as exchange rate and foreign
transaction are considered as variables to determine theemesilof the domestic
capital market conditions. This research was carried out using Johansen Cointegration
Test in two periods, namely the period of the global crisis and the recovery from the
crisis.

CONTEXT AND REVIEW OF LITERATURE

Capital Market Int egration

Integrated international capital market is a condition in which there are no barriers
whatsoever to have any securities in the capital markets, and also there are no obstacles
in the capital inflow/outflow). In this case, the stability of the idinancial system

needs to be in good shape to be able to support the smooth capital inflow/outflow. The
presence of shock that occurs in the world's financial system can have an impact on the
capital inflow/outflow. The occurrence of shock can leadegative market sentiment,

the condition in which many investors withdraw their funds in the stock market due to
the concerns about the security of their investment. In an integrated market, the
breakdown of the capital inflow/outflow in a market can imphe overall market
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conditions. This occurs in the period of the global crisis 2008, where the American
financial system crash impact capital inflow/outflow to other countries such as Britain,
Japan, Malaysia, Indonesia, etc. This is proved from the decref stock index
movements in the stock market. The results of the research supporting this analysis is
Koh and Mayasami (1996) using a trivariate vector ezarelation model (VECM) on

the effect of the global market shares of the cointegration inSthgapore Stock
Exchange, that at the level of the market, America, Japan and Singapore are
significantly cointegrated in positive.

Study onintegration ofstock exchangem Jakarta Kuala Lumpur, Manila, Singapore
andBangkokwasconductediy Kiang-Ping et al (2003 usingmonthly datafrom 1998

to 2002.Conclusion of theaesults ofstudy suggests th#tere isa commonforce that
drivesthe stock market dive ASEAN countriesvhich aremovingtogetherin the long

term mutuallydependen(interdependefiandhighly integratecandwill moveas part

of integratedmarket

Johansen Cointegration Test

Mobarek states several tests which can be used to test the integration of the stock
markets are multivariate GARCH, vector auto regression (VAR), Unit texif and
various cointegration tests. Johansen Cointegration Test is used to look at the long term
relationship of the variables under study so that the estimation of this research can be
used to look at the longrm equilibrium relationship of the twariables studiedThe

two variables whichare not stationary before differenced but stationary atfirst
difference it is possiblefor cointegration(there is dong-term relationshigpetween the

two). Cointegration hypothesis is widely used by reseaschetest the integration of
international financial markets. Bekaert and Harvey (1995) emphasizes that a stock
market is integrated with the world stock market if the asset has a value corresponding
to the expected return of asset markets that have ¢inéiadl level of risk that is listed

in the world market. In this case, it is applied the law of one price. The nature and
degree of integration of financial markets are very helpful for international investors in
influencing the decision of potential assdlocation on portfolio diversification. Majid

and Kassim (2009) explored the standard time series vector autoregressive technique to
determine whether crossarket relations of Indonesia and Malaysia stock market
change in the period of before and dgrthe crisis. Research results support the general
view that the stock market tends to show a greater degree of integratiemorement
increased during periods of crisis.

Research Framework

Capital market integration is a relationship between twanore capital markets of
countries. If one market is experiencing shocks, such as a change in the stock price
index, it will give effect in the long term as well as skerm on capital markets on
integrated country. Its effects can be positive or negativéhere is capital market
integration, the results of the analysis will show a trend of increase or decrease with the
same for each country. The integration of capital markets provides an opportunity for
investors to make a profit, which in turn bods economy of the countries. However,

the integration of capital markets can overwhelm the fragile capital markets. This occurs
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because the capital markets are susceptible easily affected by capital market volatility
that occurred in other countries. Int@s become reluctant to invest in a volatile market.

METHOD

This study is a descriptive and conclusive study. Dependent variable in this study is
Jakarta Composite Index (www.finance.yahoo.com), while the independent variables
are the S&P500 (www.finaecyahoo.com), exchange rate (www.bi.go.id), and foreign
transactions (www .idx.co.id). The data analyzed is quantitative data analysis. The
period of study was divided into two, namely the global crisis period (July-2007
December 2010) and the period ofaeery from global financial crisis (January 2011
December 2013).

The first step is to test the classical assumptions (normality, multicolinearity,
autocorrelation, and heteroskedastisitas) to ensure that the data used meet assumptions
of classical testThe next is to determine the stationary of data by conducting unit root
test to determine the degree of stationary of the variables used in the study. Unit root
test is done using Augmented Dickey Fuller test (ADF). Furthermore, partial
cointegration tesis done between the independent variables (one by one) and the
dependent variable to determine the possibility of a-kemngp relationship between the
variables. In this study, it is conducted by the Johansen Cointegration Test. Basic
operational model fathis study is:

JCI =+ 1GSPC ktarsIUNF + O1). . . . .

Where JCI is a monthly index of stock price index (Composite Stock Price Index) in
Indonesia Stock Exchange, GSPC is S&P500 as one of the American stock index, kurs
is the exchange rate, and NF is foreigmsaction or Nett Foreign Flow/bsgll). Tests

were carried out using Eviews 4.

FINDINGS

Classical Test Assumptions

a. Normality Test

Normality test is done by JargBerra testing. The results show that in the period of
July 2007December 2010 andanuary 2011 December 2013, research variables are
normally distributed with Jargeerra value greater than 0.05.

Table 1.Normality Test Result

Period Dependent Independent Jarque  Probability Conclusion
Variable Variable Berra
July2007-Dec2010 JCI GSPC, kurs, NF  4.4236 0.109503 Normal
Distribution
Jan2011tDec2013 JCI GSPC, kurs, NF 0.766107 0.681776 Normal
Distribution
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b. Multicollinearity Test

To know whether the dataused are freefrom multicollinearity or not, auxiliary
regression is perfornde The followings are theesultsof multicollinearity testusinga
correlationmatrix.

Table 2 Multicolinearity Test Result

Period of July2007December2010 Period of January201%
December2013
Variab GSPC Kurs NF GSPC Kurs NF
le
GSPC 1 - 0.08456173792 1 0.8962092 -
0.7238003795€ 27 87 0.2977774
7 58
Kurs - 1 0.02490261974 0.8962092 1 -
0.72380037956 86 87 0.3009499
7 67
NF 0.08456173792 0.02490261974 1 - - 1
27 86 0.2977774 0.3009499
58 67

From the correlation matrix above, itis known thatin the periodof July 2007 -
December 2010and the period of January 2011- December 2013there are
multicollinearity disturbancdn the presence dferial correlationon the exchange rate
andGSPC variableCorrelation value# the correlation matrixhatis morethan50%
indicated a correlatioetweenthe independenvariables Prediction modelswill be
allowed to contain multicollinearity becausethe estimatorcan still be BLUE (Best
Linear Unbiased Estimatdr Winarno (2009 statesthat BLUE characteristicare not
affectedby thepresence or absenceaufrrelationbetweerthe independentariables

c. Autocorrelation Test

Testing autocorrelationin this studywas performed usinghe DurbinrWatson test
Winarno (2009 statesthat thevalue ofd which describes thBW coefficientis in the
range of O to4. If the value ofd is in betweenl.54 and 2.46 then there is no
autocorrelationandif the value ofd is in betweenO to 1.1Q it meansthat the data
containspositive autocorrelation. Below is a table ofautocorrelation testesultsof the
two periodsused inthis study

Table 3. Autocorrelation Test Result

Period Dependent Independent Durbin Watson Conclusion
Variable Variable
July2007-December JCI GSPC, KURS, 0.543032 Positive
2010 NF autocorrelation
January2011- JCI GSPC, KURS, 0.563547 Positive
December 2013 NF autocorrelation

d. HeteroscedasticityTest
The following table shows the value of Obs*R-squared probability using White
Heteroscedasticityestin EViews. If the probability valueis smallerthanU= 5%, it is
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concluded thathe dataareheteroscedastido ensurehatthe modelequations usedre
free from the problemof heteroscedasticitywe useGLS (generalized leastquarep
methodthathas been pradedby EViews. This method has weighting criteria based on
cross section weights and activates White heteroscedasticity consistent covariance.

Table 4.HeteroscedasticityestResult

Dependent Independent Obs*R-squared Condusion
Variable Variable Probability
JCI GSPC, KURS, NF 0.831711 Non heteroskedastic
JCI GSPC, KURS, NF 0.766914 Non heteroskedastic

Unit Root Test

To testthe degree o$tationaryof dataas aprerequisite foco-integrationtest a method

unit root test is done by usingugmentedDickey Fuller test (ADF) testing models.

Winarno (2009 statesthata stationaryariablehas avalue ofProh smaller tharb%.

The resultshowthatall study variablegsrestationary afirst differentlevelsexcept the

variableof exchangeatefor theperiodof January 20110 DecembeR013. That 6 s why ,
for the next cointegrationtest the variableof exchangeateis notincluded inthe test

The results othe unit root tesare presenteih the following table

Table 5. Unit Root Test Result

No Variable Period of July2007 Dec 2010 Period of Jan2011Dec2013
Level 1t Difference Level 15t Difference

ADF ADF ADF ADF
1 JCI 0,202646 -4.683338*** -1,93829 -5.239263***

Independent Variable

1 GSPC -2,366957 -4.503631*** 0.645668 -7.555875***
2 Kurs -1.436343 -5.002358*** 3.690280 -2.935020*
3 NF -6.239045*** -8.479691*** -5.241735***  -9.851169***

*+* signifikant at 1% ; ** significant at 5% ; * significant at 10%

Cointegration test

Cointegration test is done partially between the dep#naed independent variables
using the Johansen Cointegration Test. The results show that in the period of July 2007
- December 2010, JCI and GSPC variables are not cointegrated or do not have a long
term relationship. JC} Exchange Rate variables deal tire short term. JCI Net
Foreign Flow variables have cointegration or there is a equilibrium in the long term
between the variables. Table of cointegration test results are presented as follows:
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Table 6. Cointegration Test of JCIGSPC July2007Y December2010
Date: 07/22/14 Time: 16:06
Sample(adjusted): 2007:09 2010:12
Included observations: 40 after adjusting endpoints
Trend assumption: Linear deterministic trend
Series: JCI GSPC
Lags interval (in first differences): 1 to 1
UnrestrictedCointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None 0.144634 7.304512 15.41 20.04

At most 1 0.026042 1.055472 3.76 6.65

*(**) denotes rejection of theypothesis at the 5%(1%) level
Trace test indicataso cointegrationat both 5% and 1% levels

Table 7.Cointegration Test of JGIKurs July2007 December 2010
Date: 07/22/14 Time: 16:06
Sample(adjusted): 2007:09 2010:12
Included observations: 40taf adjusting endpoints
Trend assumption: Linear deterministic trend
Series: JCI KURS

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None 0.174201 7.682903 15.41 20.04

At most 1 0.000668 0.026734 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Trace test indicataso cointegrationat both 5% and 1% levels

Table 8 Cointegration Test of JGI Net Foreign Flow July200i7 December 2010
Date: 07/22/14 Time: 16:07
Sample(adjusted): 2007:09 2010:12
Included observations: 40 after adjusting endpoints
Trend assumption: Linear deterministic trend
Series: JCI NF
Lags inteval (in first differences): 1 to 1
Unrestricted Cointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None ** 0.633894 40.32023 15.41 20.04
At most 1 0.003169 0.126963 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Trace test indicatesdointegrating equation(s) at both 5% and 1% levels
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VariableJCIT Exchange Rates notinvolvedin the cointegrationtesting for the period
of January 2011 December 2013becausethese variablesare not stationary
Cointegration testresults after the period of January 201-December 2013%how a
cointegrationbetweenJCI - Net ForeignFlow, whereasJCli GSPC variables are not
cointegratedCointegration testesultsare presentenh thefollowing table
Table 9.Cointegration Test of JGIGSPC January201December 2013
Date: 07/22/14 Time: 16:08
Sample(adjusted): 2011:03 2013:12
Included observations: 34 after adjusting endpoints
Trend asumption: Linear deterministic trend
Series: JCI GSPC
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None 0.162038 6.190580 15.41 20.04

At most 1 0.005279 0.179962 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Trace test indicataso cointegrationat both 5% and 1% levels

Table 10.Cointegration TestfaJCli Net Foreign Flow January20iDecember 2013
Date: 07/22/14 Time: 16:08
Sample(adjusted): 2011:03 2013:12
Included observations: 34 after adjusting endpoints
Trend assumption: Linear deterministic trend
Series: JCI NF
Lags interval (in firsdifferences): 1 to 1
Unrestricted Cointegration Rank Test

Hypothesized Trace 5 Percent 1 Percent

No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None ** 0.516563 28.92317 15.41 20.04

At most 1 * 0.116486 4.210838 3.76 6.65

*(**) denotes rejection of the hypothesis at the 5%(1%) level
Trace test indicates@integrating equation(s) at the 5% level
Trace test indicatesdointegrating equation(s) at the 1% level

DISCUSION

Seriesof analysisteston monthlytime series datéor the periodof July 2007December
2010 and January 201-December 2013how that thevariablesare notstationary at
level but stationary at levebne (first difference),except forthe variable of exchange
rate for theperiodof January 201-December 2011sothe variableof exchangeateis
notincluded in themodeling Although it has thesameorder ofintegration atthe first
difference by usingthe JohanserCointegrationTest there is nacointegrationat JCI -
GSPC and JCI - Exchange ratgfor the perod of July 2007 - December 2010).
Similarly to JCI - GSPCfor the periodof January 201t December2013.This means
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that there is nequilibriumin the longtermon the variablerelationshipof JCI- GSPC
andJCI - Exchangen the periodof July 2007- December 2010JCI - GSPCJanuary
2011 December 2013Cointegrationrelationshipsound inJCI - Net ForeignFlow in
two periodsof the studylt is claimedthatthere isequilibriumin the longtermin the
relationof JCFNet ForeignFlow in the period otrisisandtherecoveryfrom the crisis
The absence dbng-term equilibrium in the relationshipbetweenJCI - GSPCin the
period of crisisand the recovery periodshow that the Indonesiancapital market
conditionsare affectedjuite stronglydue toshockat theS&P500stock marketThis is
indicated by thenovementin the shortterm due tahe shockthat occurs This proves
that Indonesiancapital marketsare in a vulnerable positianf the Indonesiancapital
market is quite strongto face theshock long-term equilibrium relationship is still
occurs Unfortunately this is nohappento JCIin the period of crisis and recovery
period.

The vulnerability of Indonesiarcapital marketcondition is possible becaugbe
transactioroccurredin the Indonesiarcapital marketis dominatedy foreigninvestors
www.datacon.co.idreportedthat realization offoreign direct investmenprojectsin
Indonesiahas increasedince2007,foreigninvestmentrealizationhas decreasedle to
the globalfinancial crisis on 2009 in 2010foreigninvestmentnto Indonesia increased
with the increasing of Indonesia's economic grothtt reach 6%. Nurhayati(2012)
stateghatregisteredoreigninvestorshold aboui60% of the totalmarket capitalization
If there is anegative setimenttowardsthe marketwherethe investorswithdrew their
funds then there isa crash by significant decrease in Composite Stock Price .Index
There is darge capital outflowand also will affect Indonesi& balance of payments.
Capital market conditns that arevulnerablein the capital market integrationan sink
the stock markaetself. In this casetheconcern is the investors are relucteminvest

CONCLUSION

Based on thdohanserCointegrationtest it is concludedthat there is n@ointegation

at JCFGSPC relationship at the period ofcrisis and recovery periods and the
relationshipof JCIF exchange ratat the period otrisis. Cointegrationrelationships
found inJCI-Net ForeignFlow in the two periodstudied These resultsdicatethat the
Indonesiarcapitalmarketis notstrong enouglto facethe shockof S&P500as a result
of the globalfinancial crisis. While net foreignflow as macroeconomiwariable does

not significantlyaffect the Indonesia capitainarket It is evident fromthe existence of
equilibriumin the longrunrelationship

REFERENCES

Bekaert, G and Harvey, C. 1996ime Varying World Market Integratiodournal of Finance
Vol. 50 403444.

Khalifa, Gawi Mohammed and Galtita Christina A. Gervacio 201Zhe Contagin Effect of
The 2007 Global Financial Crisis on The Malaysian Stock Market. Indonesia
International Conference on Innovation, Entrepreneurship, and Small Business. Surabaya:
Ciputra University.

Y - F-TYOTIYY 27



TheFirst InternationalConferenceon Entrepreneurship

Kian-Ping Lim. HockAnn Lee and L. KhiraSen Liew. 2003International Diversification
Benefits in ASEAN Stock Markets: A Revisébuan School of International Business and
Finance. University Malaysia, University Putra Malaysia.

Koh, Tiong Sim and Ramin Cooper Maysami. 1996. A Cointegration Analysis of thetlofpac
Economic Forces and Global Market Integration on the Singapore Stock Market.
Nanyang Business School. Nanyang Technological University, Singapore.

Majid, M. and Kassim, S. 2008mpact of the 2007 US Financial Crisis on the Emerging Equity
Markets.International Journal of Emerging Markets Vol 4 (4), 32/

Mobarek, Asma.Global Stock Market Integration and the Determinants ofn@wements:
Evidence from developed and emerging countri&sckholm University: NASDAQ
OMX Foundation.

Nurhayati, Mafizatun. 2012 Analisis Integrasi Pasar Modal Asean Dalam Rangka Menuju
Masyarakat Ekonomi Aseahttp://eprints.unisbank.ac.id/205/1/arti#&8.pdf

Trihadmini, Nuning. 2011 Contagion darSpillover Effect Pasar Keuangan Global Sebagai
Early Warning Systentinance and Banking Journal, Vdi3.

Winarno. 2009 Analsis Ekonometri dan Statistika dengan EVieMegyakarta: UPP STIM
YKPN.

http://www.datacon.co.id/ColdStora@®11Fokus.html
www.nasdagomx.com/.../76057_glostaickmarketintegra

Y -7 T-YOTITY 28


http://eprints.unisbank.ac.id/205/1/artikel-38.pdf
http://www.datacon.co.id/ColdStorage-2011Fokus.html
http://www.nasdaqomx.com/.../76057_globalstockmarketintegra

TheFirst InternationalConferenceon Entrepreneurship

COMPETENCE DEVELOPMENT STRATEGY RESOURCES

INDUSTRY PLAYERS THROUGH CREATIVE EDUCATION,

SKILLS AND CULTURE IN THE CREATIVE INDUSTRIES IN
SOUTH TANGERANG

Nila K Hidayat!, Dibia Abduh?, Fiter Abadi 2

SWISS GERMAN UNIVERSITY TANGERANG INDONESIA
E-mails: nila.hidayat@sgu.ac.id; dibia.abduh@gmail.com; fiter.abadi@sgdd.

ABSTRACT

The longterm aim of this research is to develop a concept and model

to optimize the maintenance and devel opmen

industry. The other aim is to identify and to analyze the influence

factors of human resources to sucds u | of SMEO6 s . this researc

focus on one of the subsectors of creative industry namely craft.
Geographic area which will be covered for this research are 7
districts in South Tangerang: Serpong, Pamulang, Ciputat, Ciputat
Timur dan Pondok Aren. Thesult of this research are a model of
human resource competence development for craft subsector;strategic
program and activity plan to performace the competence in creative

industry and devel opment of SMEOGs in Tanger

Variables which will be aalyzed in this research are education, sKill;

culture, competence and performance of
been done by doing survey, interviews with related persons and

institutions, questionnaires and Forum Group Discussion (EGD

Moreover, the datasi analyzed by using Spearman correlation to

figure out how significant the impact of education, skill, culture and

competence of human resource for <creative
these variables wildl influence competence

South &ngerang.
The result of this research showed that skill has strong influence to
performance of creative industry SME®&s

Keywords: CompetenceEducation Skill, Culture Performance
INSME.b s

INTRODUCTION

Creative economy has sificant role in Indonesian economic and and reality creative
economy is one of mail economic pillar to create jobs, increase economic per capita and
sustainable development. Moreover creative economy could develop patriotism thru
domestic products createg breative economic. Based on data from Trade Ministerium,

in year 2006 creative industry donated Rp. 104.4 trilliun or about 6,28% of Indonesian
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GDP. The biggest contribution of creative industry comes from subsectors such as
fashion (44.18%), craft (272%) and advertisement (7.03%). These subsectors could
absorb 5.4 jobs with growth rate of 17.6% in 2006 while in national scale the average
new job grows in 0.54%.

Indonesian Trade Ministerium devides creative industry into 14 subsectors, namely
fashion,advertisement, craft, research and development, music, printing and publication,
computer service and software, television and radio, interactive game, art performance,
design, art product market and antique, film, video and photography.

The blueprint of ational economy creative for 20@®15 which was made in 2008 is:
oceconomic new era after agriculture economy, industry economy and information
economy which intensify information and creativity with idea and knowledge of human
resource as main productidnhact or i n economic activityo

Industry creative consists of many industries which focus on creative idea or intellectual
property of someone. However in the other side, the availability of human resource in
term of quantity or quality becomes main issnedeveloping creative industrifhis

issue should become concern of everyone since it contributes significantly to national
economic. This issue can be solved thru education and therefore it is needed to have an
education system which can produce cregteeple in the futuréBoediono,2012).

(LD.K.R. Ardiang etall.,, 2011) Developing creative indus
include development of human resource in many aspects. A result of one of the
researches showed that atckprenaut is digh stheol e | of
(44.1%), vocational training graduate (7.4%) and bachelor (17.9%) , the rest have
educational background under high scho®his fact showed that it is untrue if

educational background of Indonesian entrepreneurs is relatively However,

increasing human resource quality especially in knowledge, skill, ability and attitude in
entrepreneurship is highly needed. Human ability is defined as human potential in doing

things, to achieve those things well with their abil{iryson & O'neil, 2008).

South Tangerang consists of 7 districts at
enterprise) which covers 4 craft categories: wood and woven craft 40 units, Kota
Tangerang Selatan yang terdiri dari tujuh kecamatan, memiliki lima jenis Ulyidig

meliputi empat katagori kerajinan yaitu kerajinan kayu dan anyaman 40 unit, clay craft

1 unit, textile 243 unit, shoes 6 units and food ad beverages 143 units. The table below

shows the potential of creative industry in South Tangerang.
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Tabel 1 Dataof Creative Industries SouthTangerang

Woven

L bamboo : Food
No Distric ’ Clay Textile and Shoes
rattan,
beverage
wood
1 Setu 7 0 2 19 0
2 Serpong 3 0 20 40 1
3 Pamulang 6 0 1 1] 1
4 Ciputat 11 0 12 24 2
5 Ciputat Timu 7 0 8 8 0
6 Pondok Aren 4 1 189 28 2
7 Serpong Utara 2 0 11 17 0
Total 40 1 243 143 6

Source: Trade and Industry Department, South Tangerang, 2011

Based on the table above, it could be concluded that the amount of creative industry in
South Tangerag is still limited. This is a contrarily to (Saputra, 2010), said that high
ability and capability of human resource are a basic potential of availability of creative
industry. Other phenomenon said by Human Resource and Transmigration Department
that hidh educational background population in South Tangerang does not support them
to open a new business. Culture becomes one of the aspects which has never analyzed
in previous research regarding competence development of entrepreneur in creative
industry. Fo that reason, researcher would like to use it as one variable in this research.

Based on the anal yst above, devel oping ent
create a competitive SMEOG s entrepreneur [
competences wilbe focused on education, skill, and culture. The analysis of data
gathered wil/l examine the influence of entr
to performance

LITERATURE REVIEW

Mi cro, Small and Medium Enterprise (MSMEOGS)

Based on RegulatonNdO0, 2008 regarding MSMEOSs:

a) Micro enterprise is productive business owned by a person and/or a personal
organization which fulfills the category of micro enterprise as regulated in this
regulation.

b) Small enterprise is an independent productive busindsshvg run by a person or
an organization which is not@gaughterenterprise or a branch of a company which
is directly or indirectly part of a medium enterprise which fulfills the criteria of
small enterprise as it is regulated in the regulation.

c) Medium enterprise is an independent productive busiess, which is run by a,person
which is not adaughterenterprise or a branch of a company which is directly or
indirectly part of a small enterprise or big enterprise with total net asset or yearly
sales as radated in the regulation.

Y -7 T-PYOTITY 31



TheFirst InternationalConferenceon Entrepreneurship

MSME6s in Indonesia covers broad understan
agriculture and measured by asset and sales as classification category as in Regulation

No 9/199%bout small enterprise and President InstructionlRd999 about training

for medium enterprise.

Tabel2Cr i teria for MSMEOGS
Usaha Mikro Usaha Kecil Usaha Menengah

Bentuk Usaha Orang Perseorangan/ badan Perseorangan/ badan
Perseorangan  usaha bukan afiliasi usaha bukan afiliasi
usaha menengah/ besar usaha besar
< Rp.50juta Rp.50juta-Rp.500juta Rp.500juta-
Rpl10milyar

Omzet tahunan <Rp.300juta Rp.300juta-Rp.2,5milyar Rp.2,5milyar-
Rp.50milyar

Source: http://www.depkop.qo.id2012

Creative Industry

Indonesian Trade Ministerial stated that creative industry is an industry which comes
from utilizing creativity, skill and individual talent to create prosperity and employment
with create and result in inddual creativity and ability to creat€reative industry is
defined as industry which focus on creation and exploitation of intellectual property
such as art, film, games or fashion design and including creative service among
companies such as advertisarh(Simatupang, 2007). Creative industry, in other word
can be said that it is an activity based idea, art and technology for the use of the
performer.

Jones (2006) said that creative industry is an activity which has originality in individual,
talent, &ill and has potential to create jobs and prosperity thru generation and
exploitation of intellectual right.

Figure 1 Creative Industry Potential in Indonesia

Indunvirkua(" 7 Portarian,
71.74%

Peternatan,

Kehutsran dan
Parikanan
1441

252 Kemasyarakatan
2.75%

Kewangan, Real
Extote, & fons
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Pergunghutun dea__
Komunias e
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_.Industri Pengolahan
23918

Furdagangan, Hotel, "

dan Ressoran

12.0™% __Lnaeik, Gat, dan Ay Rata-Rata Kontribusi
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7% 0.89% 2002-2010

Source :indonesiakreatif.net (2012)
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Based on Holsz (2005) , creative industry has characteristics and differences as follow:

a. Creative industry product is a product from experience in which the success is
dependento the one who consumes it.

b. Creative industry product is mostly a symbolic product which content cultural
values to differentiate with other product.

c. The difference from every consumer in valuing the level of quality is hard to
predict.

d. Creative indusiris mostly recognized by having high diversification.

e. Most of creative industry product is durable and can be use many more than one
time.

f.  Some industries are categorized as a specific technology development.

Competence

Competence shows a proper quabt having a proper quality to accomplish a certain

task. One could receive compensation thru education, trainings, experiences or natural

ability. Even though there are many definition of compensation, they have these 2

general components::

a. Competence idehavior which can be monitored or measured, knowledge and
ability.

b. Requirements (knowledge, skill, and attitude) should differentiate between a
winning player and the others.

Competence is behavior and monitored, since competence is based on someone
behavior. The result of one competence is effective or even excellent in work
achievement. Developing competence model needs process to identify a successful
performance or responsible in work situation, and further to identify knowledge, skill
and attitudewhich is related to work (Kompetensi dan Kinerja , access on May 28,
2011).

Knowledge is defined by Davenport and Prusak (1998) as combination between
experience, contextual information, values and heritages which give form to evaluate
and combine newxgerience and information. Skill is defined as ability and capacity
which are achieved thru accidentally, systematically and sustainability to do effort and
adaptive to carry out a complex activity or job function which involve ideas (cognitive
skill), others (technical skill), and /or persons (interpersonal skill). Based on Sims
(2002), attitude is a positive or negative feeling or mental situation, to bow and
organized thru experience which gives certain influence to respond to a person, an item
or to a guation. Breckler (1984) identified that attitude has 3 separate but connected
parts:
a. Cognitive; perception and believe about attitude object,
b. Af fecti ve; evaluation and feeling toward
to like an object.
c. Behavor; how one wants to behave and what to say about behavior toward the
object. This is not always the same with the monitored behavior follow by attitude
expression.
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Creative Industry Entrepreneur Performance And S ME 0 s
The availability of qualified humraresource will influence the target achievement of

SMEGs, even more when the human resource h:
target achievement.
In order to i mprove the performance of SME

entrepreneur inel/elopment covers some factors such as:

1. Improvement of human resource quality in term of management, organization and
technology

Entrepreneurship competences

Wide access to capital

Transparency of market information

Other production input

Healthy entrepneeur atmosphere which will support innovation, entrepreneurship,
and business practice as well as healthy competition

oahwn

Tambunan (2002) said the strength and wekr
resource which consist of strong motivation, job offerrkwvethics, productivity and

quality of human resource, (2) economic factor which consisits of access to raw material,

access to financial resource, ecnomic value, served target market. Those two factors has

to be anticipated inorder to improve work perfaamc e of SMEO® s .

Human Development Index

Based on UNDP report that human development can be measured based on the three
aspects. This measurement called Human Development Index (HDI) which consists of

A a | ong and healthy | icfeen,t asdcaensdsartdo ok ndwlv
and healthy life is measured by life expectancy while access to knowledge is the
average number of school years people over 25 years age received and the average
number of school years children received. Meanwhile thelatdrof living is assessed

by Gross National Income (GNI). Further, the report explained that Indonesia ranks 121

which shows that Indonesia performance lower than the average of MIST country
(Mexico, Indonesia, Korea and Turkey) and CIVETS country (Colamimdonesia,

Vietna, Eygpt, Turkey, and South Africa) as shown in the below table. However, the
UNDP report stated that over the year s, | nd
12.3 years, average years of schooling increased by 2.7 yearsteexpears of

schooling increased by 4.6 years, and GNI per capita increased by about 225 percent.

Cited by Tomi Soetjipto, a spokesperson fro
developing countries that had done particulary well and demonstratied pepple
centered developmento (Aritonang, 2013).
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Tabel3:1 ndonesi adés HDI indicators for 2012 relati:
group
Life Expected
HDI value HDI rank expec_tancy years.of lc\:fesac';ggliar:gsj c:ag;i'l\a!I (‘;bros
at birth schooling (years) PPP §)
(years) {years)
Colombia 0.719 91 73.9 13.6 7.3 8,711
| Egypt 0.662 112 73.5 12.1 6.4 5,401
Indonesia 0.629 121 69.8 12.9 5.8 4,154
Korea (Republic of) 0.909 12 80.7 17.2 11.6 28,231
Mexico 0.775 61 774 13.7 8.5 12,947
South Africa 0.629 121 53.4 13.1 8.5 9.594
Turkey 0.722 ) 74.2 12.9 6.5 13,710
Viet Nam 0617 127 75.4 1.9 55 2,970
CIVETS 0.661 70.6 12.7 6.3 6,189
MIST 0.688 - 70.5 13.1 5.8 8,287
Source :UNDP Report
In relation to development of creative industryy, i showed t hat l ndones

development which part of human resource has increased over the year. The creative
industry is a promising sector in Indonesia.

Characteristics of Creative Workers
Based on research Setiadi et all (2012) that tweewen(27) behavioral characteristics
of creative people are determined in influencing the performance of creative workers.

The

resul

t s

of

t he

research

wer e

categori

characteristics behavior as shown on the tablevibelFurther, Setiadi et all researmh

2012 characteristics behavior

were grouping

based on -4NED personality

di mensions discovered by Costa & McCraeds
emotional , extraversion, conscientiousness, agreeablemesepenness to experience.
Seti adi et all Il denti fied fAthe most i mport.;
creative people are enthusiasm, a low depression levelj seé c i pl i ne, trust
(2012).
Tabel 4. Five Dimensions of Creative Worker Characteristics
Factor 1 Factor 2 Factor 3 Factor 4 Factor 5
tension excited clever use of time honest theoretical
anxiety sociable work well organised | cynical and skeptical pride
inferior easy to laugh systematic selfish irritability
ashamed gregarious responsible excessive sensitivity
worried active productive cold curiosity
sad happy has a target quarrelsome speculation
worthless fun works hard suspicious
easy to stress neat and net likes to work together
helplessness does not waste time polite
loneliness commifted empathic
egotistical

Source: Setiadi et all (2012)
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PREVIOUS RESERACH

A research done by Rahmani dan Siyamtinah (2007) in Semarang found out that
internal factors such as availability of research and development, adjustmeeéretw
ability and skilled worker to workerso ot
development and utilization of new machine and technology. Other empirical study has
resulted that intellectual capital in term of knowledge toward enterprise perfegman

(Nonaka and Takeuchi, 1994; Zahra and George, 2002). Zahra dan George (2002) gave

a recapitualisation model which shows the relationship among source of knowledge,
absorptive capacity and enterprise ability in creating competitive advantage.

PurposeAnd Advantage Of Research

The purposes of this research are:

i. To identify the influence of education, skill and culture toward competeces of
entrepreneurs in South Tangerang.

ii. To investigate the correlation between competences of entrepreneurs to perormanc

of SMEG6s in creative industry in South Tar
iii. To analyze variables such as education, skill and culture which has significant
influence toward SMEOGs in creative industr

Benefits of this research

This research could contribute ibcal government of South Tangerang in developing a
strategic training or i mprovement for cCre.
Moreover, thru this research, entrepreneurs could develop an effective program to
improve their competences, espdyifbr craft subsector.

RESEARCH METHO D

Type of Research

Type of this research is descriptive. Descriptive research will be proceeding thru
qualitative and quantitative approach. Qualitative approach in this research is to
formulize a competence devploent strategy in human resource. Quantitative approach
in this research is to measure the correlation of education, skill and culture toward
SMEGs performance in South Tangerang.

Type of Data

This research will use primary and secondary data to sutheofindings.

Primary datads for this research are gath
interviews with governmentds institutions.
South Tangerango6s entrepreneurdsionnageuant i t ati
I n order to support this res-pamlshbnlinesecondar
articles and related bosk

Focus Group Discussion (FGID FGDis used as a methodology to answer qualitative

guestions. The audience of this FGD istlteftrt ent r epreneurs of SMEZE
Tangerang.
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Questionnaire This will be spread to creative industry in South Tangerang as primary
data to analyze correlation between competence of human resource and development in
creative industry.

Depth Interview. The interview was done in February 2014 untik July 2014 in order to

gai n depth I nformati on regarding responde
competences.

Population and Sample Popul ation wused for this res
South Tager ang which are 433 SMESOGS, however i
SME6s are in food and beverage industry whi
And as the result of the survey, there are

Tabel5Amount of SMEOGs in South Tangeran

Woven
No Distric bgggg?’ Clay Textile Egggrggg Shoes
wood

1 Setu 7 0 2 19 0
2 Serpong 3 0 20 40 1
3 Pamulang 6 0 1 7 1
4  Ciputat 11 0 12 24 2
5 Ciputat Timur 7 0 8 8 0
6 Pondok Aren 4 1 189 28 2
7  Serpong Utara 2 0 11 17 0
Total 40 1 243 143 6

Source:Dinas Koperasi dan UKM Tangerang Selatan 2014

Tabel 6 Sample allocation

Data
Estimate of True Proportion 0.9
Sampling Error 0.05
Confidence Level 95%

Finite Populations

Population Size 144
Calculated Sample Size 70.7951
Sample Size Needed 71

Operational Variable
The independent variable on this research is Human Resource Competences, and the
dependent variable is performance of entrepreneurs
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Reseach Model
AnalysisData

EDUCATION ~_

KINERJA PELAKU
INDUSTRI KREATIF

COMPETENCE OF
ENTREPRENEUR IN

CREATIVE INDUSTRY
INDUSTRIKREATIVE

SKILL -«—

CULTURE /

Tabel 7 Normality TestTests of Normality

KolmogorovSmirnow? ShapireWilk
Statistic df Sig. Statistic df Sig.
PERFORMANCE 438 100 .000 469 100 .000
EDUCATION 110 100 .005 .966 100 .012
SKILL .465 100 .000 523 100 .000
CULTURE 167 100 .000 .895 100 .000

a. Lilliefors Significance Correction

The table above showed that Significant level scores are below 0.05 (alpha 5%), it
means that all variables are abnormal and therefore pararaatigsis (regression,

SEM) cannot be used but should be analyzed as non parametric to examine 2 variables
with spearman correlation.

FINDINGS

From 100 respondents in 5 districts, there is some information regarding respondents
profile such as:

Percentage
No | Quesions Choices (%)
1 Usia al| < 25yearold 34
b| 25,1-30 year old 28
c| 30,1- 35 year old 13
d| 35,1-40 year old 8
e| 40,1-45 year old 10
f| 45,1-50 year old 4
g | above 50 year old 3
Total 100
Fom the data above it can be concluded that

are below 35 years old (75%).
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From the data above, it shows that 74% of the respondents areawanteonly 26%

are men.

Gender
2 Gender a Laki-laki 26
b Perempuar 74
Total 100

Education Background

Last
Education
3| Background

Elementary schoo

(on

Junior High
School

Senior High
School

Under Graduats

Graduate

(D[ O

Post Graduats

Total

100

From the table above, the average
creative industry is under graduate.

of educational background of entrepreneurs in

Number of Employee

I n average

Number of
Employee a 1-5 persong 52
b 5-10 persong 31
C 10-15 persong 5
d 15-20 persong 6
e 20-25 pesons 3
f Above 25 personj 3
Total 100
SMEGs i n Sout h5 pérsonsg(82fop-80y

persons (31%).
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Length of Less than §
7 Business a years 78
b 5,1-10 years 11
C 10,1-15 years 10
d 15,1-20 years
e 20,1-25 years
f| above 25 year 1
Total 100
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The length of enterprise in South Tangerang is mostly less than 5 years (¥896), 5

years (11%).

Source of Capital

8 Capital a own capital 95
b Bank Loans 1
Combination with Non
C Bank
Own capital + Non
d Bank 4
Total 100

Capital for entrepreneurs comes mostly from won capital (95%) and only 4% said that
their capital comes from bank loans and own capital.

Mothly Sales
Mothly Sales in
11 | Rupiah a < 1 million 5
b 1- 10 million 21
C 10.1 - 50 million 55
e Above 50.1 million 14
f Company secrec 3
g Not known 2
Total 100
Majority of SMEOGs ent r e5p miiameupiah (bB5%)k 10s al es a
milion rupi ah sales by 21 %. Only 5% of

million rupiah.

Correlation test 2 variables using Spearman Correlation
Seeing from the table below, the score of Significant level is higher than 0.05, it means

that there isocorrelationb et ween education to SMEOG6Ss
Correlations
PENDIDIKAN | KINERJA
Spearma Education Correlation Coefficient 1.000 -.110
n's rho Sig. (2tailed) . 275
N 100 100
PERFORMANCE Correlation Coefficient -.110 1.000
Sig. (2tailed) 275 .
N 100 100

Relationship between skill and performance
From the table below, the significant sca@déower than 0.05, it means that there is

relationship between skill and performance. However the value is 0.359 which means

that the relatioship isrelatively low

. BookOnelEl

SMEG®G

perfo



TheFirst InternationalConferenceon Entrepreneurship

Correlations

PERFORMANCE @ERAMPlLAN
Spearman's tho ~ PERFORMANCE  Correlation Coefficient | 1.000 13597
Sig. (2tailed) . .000
N 100 100
SKILL Correlation Coefficient | 58N 1.000
Sig. (2tailed) .000 .
N 100 100

Relationship between culture and performance.
Since the significant level is above 0.05, it means that there is no relationship between
culture and performance of SMEOS.

Correlations

KINERJA BUDAYA
Spearman's rho PERFORMANCE Correlation Coefficient | 1.000 .062
Sig. (2tailed) . .537
N 100 100
CULTURE Correlation Coefficient | .062 1.000
Sig. (2tailed) .537 .
N 100 100

From the three analyses, it is concluded that skill is the most influence variable for
SMEGs per f or ma nftibsecompreSoutharbngeyang. This situation will

be a valuable input for strategic developn
future.
Devel opment Model for SMEGs performance thr

Based on the result from FGD, teeare some facts need to be explained such as:

1 Type of craft. The respondents believe that in craft products with value of innovation
and uniqueness will have potential market.

T Human Resource availability. The respondents, who mostly have undergraduate
background, believe that availability of human resource as labor is important to
support their enterprise. Most of the respondents admitted their employees have
lower educational background. Moreover, they said that employee skill should be
improved since heir market is based on creativity and innovation. All 100
respondents stated that skil/l i's the baror

1 Performance indicator. Almost all respondents said that sales are their indicator of
performance. Other indicator that pesdents agreed is amount of invitation from
media as news material.

1 Enterprise performance development. The respondents said that the biggest
challenges in for their performance are human resource and capital. For this issue, is

the discussion there ima opti on of coll aboration betwe
institution in term of fAbusiness anal ysi s
done between SMEO6s and financi al institut.i

From the points above, the development model is based on Trilpkevdhech is found
by previous researcher. However, this research is focused on human resource
competence.
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Figure 2 Model Tripe Helix in Creative Industry

DISCUSSION AND CONCLUTION

Conclusion

Since the craft industry only available in 5 disctrics namely: Serpong, Pamulang,
Ciputat, Ciputat Timur, Pondok Aren, these districs are chosen as the population areas.

From the datatiis concluded that skill is the most influence factor toward improvement

of SMEGsSs human resource performance.

Suggestion

Based on t he researchos resul ts, S o0ome su
performance are:

a. Educational institutions such as universi s houl d coordinate wi
for their CSR activities; the activities
and their financial management.

b.Activities such as HAEntrepreneurship An
SMEGs has b gearsand shoukel befdone cogtinuously.

c. Banks and other financial institutions should give more detail information
regarding soft | oans, so SMEO6s know exac
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ABSTRACT

The Mentoring application mo d e | t hat usual
contains: challanges, Choisespnsequences, creative solution and conclusions
(pegg, 1999) can be implemented with the goals of competence improvement on
the Ciptura University graduate. The research goals are Hajv can we
applicate the 5C mentoring model in the phase of discoaady planning,
resourcing, implementation, and evaluation in the E4 major course®®)the
student respond to the 5¢ model in the entrepreneurship major 4 (innovation)
The research respondend are 35 student that has been took the
entrepreneurship major dnnovation), got the mentoring proccess( the five ¢
mentoring) that continually did and repeated in every learning phase.

This research has dicovered that the application and the student respond in the
mentoring model implementation are great, showethisy5C mentoring model
through the phase of discovery and planning,resourcing, implementation and
evaluation. the student respond about 5C model (challanges, choices,
conseqguenses, creative and conclusions) in the entrepreneurhip major 4
(innovation)are devided into 3 things that the facilitator believes, the mentoring
proccess, learning method, and facilitator.

Keywords. Entreprenership, Mentoring Pegg 5C, Challanges, Choices,
Consequenses

INTRODUCTION

The awareness about the ionfance of entrepresurship education that should create a
good entrepreneur will motivate a lot of formal education institution that based in
entrepreneur. A lot of research has been developed to find the entrepreneurship learning
method that can grow the creaativity andrepreneurial intention (Hamidi et., al.,
2008) with the big number o f sks (satuan
graduate student will be a master of entrepreneurship if the learning proccess are not
managed well. The future learning conceptstriue oriented to the effort of the learn to
think, learn to act, learn to realize what you are becoming, learn to live together.
Therefor in the learning proccess, it needs an approach that can connecting the science
concept with the factual concept inethreality, so the student involvement in the
learning proccess will be bigger. This facts made the Ciputra University realized to
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develop their entrepreneur competence from its student. Therefore Ciputra university

has developed the entrepreneurship tiezediculum from the first semester until 5

calls E1,E2, E3, E4, and E5Where in every E will have the different competence
subject. For example for the E4 competence what we expecting is the student should
develop the innovation from the business projeat they develop. This E4 major has

been prepared for the student in the 4 semester near the end of entrepreneur study.
Remembering the last step is E5 which is the phase to the entrepreneur study that the
student has to take in the 5 semester. Setbgect that the students are developing in

the E4 subject is expected to be great and not in the phase of start up. Because of that
Ciputra University has set the goals of E4 subject are building the innovative business.
However, in the reality there agelot of student projects that not quite developed in the

E4 subject, based on the context or the business models. It showed by some student that
still not having a big profit, with the range of rebuying number that is low, and making

the concerns thattieu si ness wonodot be able to survive
This E4 subject, has its road map that contaliscovery, planning, resourcing,
actualization, and evaluatiorcrriculum team E4,2012) where in every phase contains

the concept material about busines& entrepreneurship with the mentoring method.

The mentoring application has done by 3 facilitator with 2 academic lecturer
qualification and 1 ERentrepreneur residencer someone who has the experience as

an entrepreneur.the mentoring activity can Held inside the classroom, but in some

cases its not possible to visit the students project because of the limited time and
energy,or involving the outsourcing to as a mentor or even a family member to get
involve for giving the guide and direction fohnetr business while the mentor that

should hep the student to controll a person life and guide it to fill their lifes. What
happened in the mentoring session? You can see the basic mentoring model that
usually call s wi t hchaflahgeychoicesoconsehuercds, creativet a i n
solution and conclusiof P e g g , 1999) therefore the probl
application ofentoring model 5C in the ohase of discovery and planning2) how the
students respond with the application and implememtadf 5¢ with this subject?

Literature Review

According to Pegg(1999 a mentor must have credibility individually as follows:
Through age it means to have wisdom, Through books means not listen to other people's
know-h o w, t hrough s ucgxass axpgerencs is he best teached,
Through street wisdom means being able to choose the way / manner others as
allternatif, through chemestry means should be able to establish a good relationship so it
can be considered as an advisor, being a teltér through it means to be a leading
employee who listen to customer complaints, through expertise means that experience is
very important, through presence means giving presence in the roadtal actors.
According to Pegg (1999) mentoring is hekople to bild on Reviews their strengths,

find solutions and Achieve ongoing success. Thus the actual mentoring will have the
following goals. The purpose of the mentorship learning methods are: 1) Experiencing
the phenomenon itself and find its own preetof entrepreneurship where it is expected

to build confidence, selsteem and sedwareness that is fundamental in solving
problems (Nurachmach, 2007). 2) Integrate all existing sources into a form of learning
systems more effective in achieving congmete, ie which has the basic principles of
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active and independent learning. One of the methods that meet these criteria are
mentorship (Nurachmach, 2007)

Furthermore according to Pegg, 1999 mentors play a variety of roles with a variety of
approaches. Seval approaches can be done by a mentor are: 1) .Classic mentor:
mentor is a wise and trusted counselor. They must have credibility and willingness to
assist the mentee wisely. 2). Leader: As the leader, mentor should be an inspiration to
do their best. 3)Models: a model of a mentor should get a sense of awe from people
around them.4). Coaches: as coaches should assist in daily business activities. They
must be weHeducated person with good skills. A Coaches must offer 3 stages namely:
they increase thstrength in terms of building, Pushing for improvement (improvement)
and has the ability to improve the achievement of success, 5). Teacher: to act as a
mentor as well as teachers who share their knowledge and create a learning atmosphere
menyenangkan.6) dviser: as an advisor to a mentor should be someone who can help
find the specialist / expert in knowledge to find a way out, 7) .Counsellor : mentor who
acts as a counselor should be able to provide an alternative solution to provide a
professional insigis .8). Buddies: Buddies system is used by many organizations,
where employees are long lead new employees to show where the good and the bad, to
develop good habits and minimizing bad habits. Buddies is a longtime employee in this
organization their focuto help new employees to feel right at home. A mentor should
act as buddies. Good mentor should help to control one's life and lead to fill their lives.
What happens in the mentoring session, following the model of mentoring are
commonly referred to as ¢h"five C" namely: Challenges, Choices, Consequences,
creative solutions and conclusions. The model can be shown in Figure 1 below.

Challen

Figure 1 The Mentoring Model.
Source:Pegg, 1999

Research Methods

The design of learning, learning design will be inmpdmted using several stages of
mentoring models 5 C the challenges, choices, Consequences, creative solutions,
conclusions. This cycle will continue to repeat. Where after the conclusion of the
problems typically arise and new ideas to keep in mind thadugage replanning, re

action, observation and reflection over again. The fourth of these activities will continue
to be repeated in accordance with the new findings in practice.
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Learning Implementation Steps: Lesson with mentoring and participatorgnacti
learning can generally be divided into two (2) first stage is the pre learning activities
including the preparation and planning activities, the second stage of the details of

learning activities include material conveying, and mentoring. Followingetivws
stages can be described as follows:
While the details of the learning activities described in detail in Table 1 below:

Table 1Details of Learning Activities

Fase E4
The Five C Fase I: Discovery Fase Il Fase Il Fase IV:
Mentoring and Planning Resourcing Implementation Evaluation
Model
Challenges Directing the student| Directing the Directing the Directing the
how to design a student how to student how to student how to
potential business identify and realize| actualize the justify the
that accepted in resourcebased for | design a business | business design
global market potential business | model that that can be
in the global potentially accepted in the
market . accepted in the global market .
global market. justification
contains strategic
point innovation
from its
implementation of
business desgin
Choices Directing the student| Directing the Directing the Directing the
to analyze the student for student to student to
positives and arranging the arranginga assemble
negatives avery alternatives that | realistic alternatives that
alternatives that connected with the| alternatives that realistic with the
connected with a resourcebased for| connected with strategic point
potential business in | th ebusiness desig| business design | from the
the global market. that potentially that potentially implementation of
accepted in the accepted in the the model.
global market. global market
Consequences| Directing the student | . Directing the Directing the Directing the
to analyze the student for student in student to
positives and arranging the analyzing the assemble
negatives avery alternatives that | positives and alternatives that
alternatives that connected with the| negatives on every realistic with the
connected with a resourcebased for| alternatives that | strategic point
potential business in | th ebusiness desig| connected to the | from the
the global market. thatpotentially critical point implementation of
accepted in the implementation the model.
global market. from the business
design that
potentially
accepted in the
global market
Creative Directing the student| Directing the Directing the Directing the
Solutions to choose the best | student to choose | student to choose | student to choose
alternative based on | the best alternativeg the best alternative the best
its consequences thal based on its based on its alternative based
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conneced with the consequences that consequences that on its

business dggn that | connected with connected with consequencesdh

potentially accepted | resource based for critical point for connected with

in the global market. | the potential the potential strategic point for

The best means the | business in the business in the the potential

most realistic that global market global market business in the

they can get global market

Conclusions Directing the student| Directing the Directing the Directing the

to take the conclusiol student to take the| student to take the| student to take the

which say 1. how big| conclusion which | conclusion which | conclusion which

is the student will to | say 1. how bigis | say 1. how bigis | say 1. how big is

run the alternatives | the student will to | the student will to | the student will to

that they has chose 2 run the alternativeg run the alternativeg run the

How big was the that they has chos¢ that they has chosq alternatives that

choosen altmatives | 2. How big was the 2. How big was the they has chose 2.

posibility to be choosen choosen How big was the

treated successly. alternatives alternatives choosen
posibility to be posibility to be alternatives
treated successly. | treated successly. | posibility to be

treated successly.
Finding

On the determining the student respond about the application of mentoring models 5c,
the researcher has spread a questioner with the questioner instrument that direct to the
Dreher George Fand Ronal A Ash, 1990. The questioner is spreaded to some
respondend which assessingrable 2

Table 2Working Indicator
Given or recommended you fdrallenging assignments that present opportunities to learn new skill
Given or recommended you for assignments that required personal contact with managers in
parts of the company
Given or recommended you for assignments that increased yadactwith higher level managers
Given or Recommended you for assignment that helped you meet new colleagues
Helped you finish assignments/task pr meet deadlines that otherwise would have been difi
complete
Protected you from working with otheramagers or work units before you knew about their likes/disli
opinions on controversial topics, and the nature of the political environment
Gone out of his/her way to promote your career interests
Kept your informed about what is going on at higlesels in the company or how external condition
influencing the company
Conveyed feeling of respect for you as an individual?
Conveyed empathy for the concerns and feelings you have discussed with him/her
Encouraged you to talk openly about anxigtyl fears that detract from your work
Shared personal experiences as an alternative perspective to your problems
Discussed your questions or concerns regarding feelings of competence, commitment to adva
relationship with peers and supervisorsweork/family conflicts
Shared history of his/her career with you
Encouraged you to prepare for advancement
Encouraged you to try new ways of behaving on the job
Served as role model
Displayed attitude and values similar to your own

Source:Pegg, M. D03
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RespondendDescription

Respondents of this study were all students of Class B E4 Ciputra University program.
The following is a list of names and their respondent with group business project. As
described in Chapter 1 that while the goal is studearhieg rabuan entrepreneurial
experience and can create new ventures (business and social), or be able to develop the
family business (family business) can sustainable global challenges as well as having a
good impact for the community (ethical) and acedpby society. While learning
entrepreneurship rabuan structure consists of five semesters (3 credits each) except the
old forces before and including the year 2010, which is still taking the 2 credits with the
Global Player Advance (E6).

While the learmig objectives E4 are Innovators (3sks) learning emphasis on innovation
from a student venture development with market / community there. Innovations related
to product diversification, market, network, process, finance, business models, brand or
completenss of others with permission and legal status needed to reach the global stage
player. For E4 class is divided into three broad categories namely business venture,
social venture that puts the social impact of a family or a business venture. Forms of
busiress venture or project for social ventures. Students continue to build his own team
or a team with a maximum of five people. Maximum capital or additional capital per
person is allowed is five million dollars, more than it had to get special permiss®n. Th
form of the project for the family business, the project is individual. Terms family
business: a). family business that has been running for more than 5 years, b). The
student will be appointed to carry on the family business and c). the studentng tailli
continue these efforts. Family Business for the provision of capital is determined by the
consent of the family or a parent company or a maximum of 5 million dollars per person.
E4 subjects prepared for a 4th semester student at stage approadired #tage of
learning Entrepreneur, considering the stage again the E5 is the final stage of learning
entrepreneurial students who have taken in semester 5. Thus projects developed by
students in the course are expected to have sufficient E4 matureodadger in the

start up phase. For the achievement of specified learning courses E4 is to build
innovative business, where design and business innovation strategies should be
measurable. However, in reality many student projects developed in the clessdE4

yet well established in the context of its business model. It is evident from the many
projects the students who still have a very low turnover, with the level of customer
rebuying is still very low frequency, resulting in fear of this studenteptdpusiness

will not survive in the long term.The students prepared to e4 to the final stage in the 4th
to the entrepreneur, as another step to e5 is a step that must be taken of the entrepreneur
in the five students.The projects are being developedégttidents at this college are
mature enough to e4 and no longer on the stage is set for starting up. to e4 the lesson is
that business, build an innovative business innovation and design strategies in which it
should be measured.In fact, however, that st of students in the class project e4 has
been established in terms of its business model.It is seen from many projects that have a
business turnover of a student who is very low level of customer rebuying it is very low
frequency, to take part in bugiss worry about the students that would not survive in

the long term.Your eyes have a road map to e4 that
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The result of all of the 5c

To address this problem on the draft is in the process of all the discovery and planning,

resourching stage, the actization, and the evaluation and doing some research in the

process of data for any stage.The evaluation conducted in the process of all done every

facilitator / mentor to each individual student as members of a group or groups in the

following:
1 In Phase Phase 1 Discovery and Planning, the respondents in this case are
all students of class B E4 get the mentoring process (The Five C Mentoring) by
the following process:
Challenges: Directs students on how to design a business that has the potential to
be acepted in the global market. Choice: Directs students to develop realistic
alternatives associated with potentially acceptable design business in the global
market, Consequences: Directing the student to assess strengths and weaknesses
of each alternativevith regard to the design of potential business received in the
global market, Creative Solution: Directing students to choose the best
alternative based on the consequences of each alternative with regard to the
design of potential business received he global market. The most realistic
best meaningful and / or best to be grabbed and Conclusion; Directing students
to draw conclusions regarding: (1) how much the desire of students to run the
chosen alternative; and (2) how likely alternative is choseme achieved
successfully.Challenges: Directs students on how to design a business that has
the potential to be accepted in the global market. Choice: Directs students to
develop realistic alternatives associated with potentially acceptable design
busines in the global market, Consequences: Directing the student to assess
strengths and weaknesses of each alternative with regard to the design of
potential business received in the global market, Creative Solution: Directing
students to choose the best altgive based on the consequences of each
alternative with regard to the design of potential business received in the global
market. The most realistic best meaningful and / or best to be grabbed and
Conclusion; Directing students to draw conclusions reggrdl) how much the
desire of students to run the chosen alternative; and (2) how likely alternative is
chosen to be achieved successfully.

1 In Phase / Phase 2 Resourcing, the respondents in this case were all
students E4

class B get the mentoring prosefThe Five C Mentoring) by the following
process:

Challenges: Directs students on how to identify and realize resbasesl
businesses that have the potential to be accepted in the global market. Directing
:, Choice students to develop realistic altékes related to the resourbased
businesses that have the potential to be accepted in the market
global.Consequences: Directing the student to assess strengths and weaknesses
of each alternative with regard to resoubassed businesses that have the
potential to be accepted in the global market .Creative Solution: Directs students
to choose the best alternative based on the consequences of each alternative with
regard to resourebased businesses that have the potential to be accepted in the
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global marké and Conclusion; Directing students to draw conclusions
regarding: (1) how much the desire of students to run the chosen alternative; and
(2) how likely alternative is chosen to be achieved successfully.

1 On Stage / Phase 3 Implementation of the resposderthis case were all
students of class B E4 get the mentoring process (The Five C Mentoring) by the
following process: Challenges: Directs students on how to actualize the design /
business model that has the potential to be accepted in the globalt. marke
Choice: Directs students to develop realistic alternatives related to the critical
point implementation of design / business model that has the potential to be
accepted in the global market. Consequences: Directing the student to assess
strengths and veknesses of each alternative with regard to the critical point
implementation design / business model that has the potential to be accepted in
the market global.Creative Solution: Directs students to choose the best
alternative based on the consequencegawh alternative with regard to the
critical point implementation design / business model potentially acceptable in
the market global.dan Conclusion; Directing students to draw conclusions
regarding: (1) how much the desire of students to run the chtisemative; and

(2) how likely alternative is chosen to achieve with success .

1 in Phase / Phase 4 Evaluation of the respondents in this case were all
students of class B E4 get the mentoring process (The Five C Mentoring) by the
following process: Challergg: Directs students on how to justify the design /
business model that has the potential to be accepted in the global market.
Justification includes the invention of the strategic points of the implementation
of the design / business model .. Awards: Elirgy students to develop realistic
alternatives related to the strategic point of implementation design / business
model .. Consequences: Directing the student to assess strengths and weaknesses
of each alternative with regard to strategic point of imgletation design /
business model. Creative Solution: Directs students to choose the best
alternative based on the consequences of each alternative related to the strategic
point of implementation design / model bisnis.dan Conclusion; Directing
students tadraw conclusions regarding: (1) how much the desire of students to
run the chosen alternative; and (2) how likely alternative is chosen to be
achieved successfully.

The process of all the five ( ¢ ) of all this was done consistently and over again,
or in any phase of the class b e4 learning, in studies conducted in the second
week and the fourth week of the twelve.An evaluation be made by the middle of
this process to the presentation sunday ( 8 ) eight uts ( a ) with the results of the
term examination ofhe facilitator is the following: those with the highest value

is the 21,1 80 % of the value of, as the next was 78 % 18,4 by the percentage of
the students of that is good enough
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Table of the average facilitator result for the middle evaluation psscce

Cumulative
Frequency |Percent Valid Percent |Percent
Valid 66 3 7.9 7.9 7.9

70 7 18.4 18.4 26.3

71 4 10.5 10.5 36.8

74 1 2.6 2.6 395

76 3 7.9 7.9 47.4

78 7 18.4 18.4 65.8

80 8 21.1 21.1 86.8

83 3 7.9 7.9 94.7

86 2 5.3 5.3 100.0
Total |38 100.0 100.0

To answer the research conducted by researchers, the researchers used qualitative
research with irdepth interview data collection methods-@epth interviews).
Researchers conducted interviews with all members of the class. Whezstilie r

of the interviews were described to 35 respondents, but only 31 respondents

involved in the interview and giving a written reflection

Based on the results of these interviews have obtained information about what
they feel from E4 learning processrfone semester. Identified the things that

become the reflection points that can be grouped in three things namely;
facilitator, the process of mentoring, learning methods. Resume three things can

be seen in Table 5 as follows.
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Table 5shows the positive and negative resume of reflection topic

No | Topik Keterangan

1 | Facillitator (+)Facilitator of learning and development methods are very different, makin
confidence of our group increases. Facilitator position ourselves as ourndaitr
makes sense of confidence in the group increased.

(+) Facilitator gives the happy and comfort atmosphere

(+) Facilitator as the menthor, friends

(+) Facilitator gives the way out and great and useful ideas for the developm
the group poduct

(+)Frankly E2 and E4 only class that the professor wants students to undg
and want to go directly to the respective business students

(+)Facilitators provide positive feedback so that the student is more excite
input is realisticdoes not provide a specific target or critical of you the way,
the facilitator actually accompany and monitor any developments there

2 | Mentoring (+) the chance to share with the involvement of parent, mentor, facilitator
proccess (+)Progress busasses are more important than the target

(+)mentoring that we get is also very helpful because in every mentoring i
facing surely find a solution

3 Learning (+)Innovations that benefit consumers be objective anyway

method (+)parent gathering ent, parents can speak to their business. Another great fq
is the parents / mentors / guardians are invited to contribute in the developn
business students, they know and be supportive of business development an
(+)Mini exhibition, | have a lot more business associates from other departr
and other environmental
(+)using the method of learning and development are very different, makin
confidence of our group increased
(+)when invited to a brief lecture learning for our coumity and love the
opportunity to present our business to the next community

(-)gatherings with parents or guardians who dial held by E4, | think the event
helpful and should only be optional, so that only those who feel the need f{
requiredto follow the event

Has Done also questionnaires distributution to 35 respondents ie E4 class B students
with particular regard to evaluation of the mentoring process conducted by the
facilitator. Analysis of respondents' answers to the questionnaitieeiriorm of the

results of such inquiries Tabulation of data in Table 6 below.
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Table 6the average score of respondend answer

Nomor | Question Average

1 Giving or recomending the chalanging projects that shows the opportunity to| 3.771429
in a nav way and innovation?

2 provide or recommend direct contact with businesses that support the ¢ 3.257143
business partners?

3 provide or recommend projects that help you to discuss / collaborate with { 3.771429
students, siblings, parents /aydians?

4 help you complete projects which if done by yourself would be very difficu| 3.742857
resolve?

5 initiative directs aientrepreneur interest you? 4.028571

6 still gives you information about how external circumstances / condittbat| 3.685714
affect business in Indonesia your group business?

7 express feelings / respect for you as an individual? 4.342857

8 expressing empathy for the concerns and feelings you experienced? 3.971429

9 encourage you to talk frankly about anxietynd fears that distract you | 4.142857
completing the project / business?

10 divide personal experience to you as an alternative solution to the problen| 4.085714
you face?

11 share the experience of entrepreneurship to you? 4.028571

12 encourageou prepare yourself to thrive? 4.285714

13 encourage you to try new ways of doing business your group? 4.342857

14 behave as someone who deserves to be an example for you? 4.114286

15 shows the valueand attitudes as you expected? 4.4

Based on Table 6, the average response was 3.76 while the overall average of the lowest
answer is the answer to number 2 "give or recommend direct contact with business
partners who support the grosifdusiness?" With a score of 3.25. Overall, therefore,
indicates that respondents answer good enough for all the aspects in question in the
guestionnaire, especially for question number 7 and number 13 that is the Facilitator
express feelings / respect fgou as an individual as well as a facilitator to encourage
you to try new ways in running your group business? Both of these questions have
answers with the highest mean score of 4.34. While the answer to the question about the
facilitator encourages ydi prepare developing also got average response is quite high
at 4.28. This indicates that it is true and consistent that the purpose of learning methods
mentorship according to Lowenstein & Bradshaw, (2011) is experiencing the
phenomenon itself and findsi own nursing practice in which it is expected to build
confidence, selesteem and seHwareness that is fundamental in the completion
problem. Similarly, the research results of Berglund and Wennberg (2006) states that
good mentorship efforts of thedisitator will boost your confidence and creativity in
solving problems mentee and business innovation. On the other hand the results of this
study are also in line with the opinion Pegg (1999) that the mentor is able to play
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several roles namely Classientor: mentor is a wise and trusted counselor. They must
have credibility and willingness to assist the mentee wisely. Leader: As the leader of a
mentor should be an inspiration to do my best. Models: a model of a mentor should get
a sense of awe from thpgeople around him. Coaches: as coaches should assist in daily
business activities. They must be wailucated person with good skills. A Coaches
must offer 3 stages namely: they increase the strength in terms of building, Pushing for
improvement (improven#) and has the ability to improve the achievement of success,
Teacher: as a mentor should act as well as teachers who share their knowledge and
make learning fun. Adviser: as an advisor to a mentor should be someone who can help
find the specialist / expein knowledge to find a way out, Counsellor: mentor who acts

as a counselor should be able to provide an alternative solution by providing
professional insights, Buddies: Buddies system used by many organizations, where
employees are long lead new empmey to show where the good and the bad, to
develop good habits and minimizing bad habits. Buddies is a longtime employee in this
organization their focus to help new employees to feel right at home. A mentor should
act as buddies. Good mentor should helpdntrol one's life and lead to fill their lives.
What happens in the mentoring session, following the model of mentoring are
commonly referred to as the "five C" namely: Challenges, Choices, Consequences,
creative solutions and conclusions

CONCLUSION

Based on the data analysis and discussion, there are several conclusions that can be

presented in this study is
1. 5C Application of mentoring models on stage discovery and planning,
resourcing, implementation and evaluation on E4 is subject Challengesitstude
more focused on how to design a business that has the potential to be accepted in
the global market. Choice students more focused to develop realistic alternatives
related to the design of potential business received in the global market,
Consequencesnore focused student to assess strengths and weaknesses of each
alternative with regard to the design of potential business received in the global
market, Creative Solution: student more directed to choose the best alternative
based on the consequenceseath alternative with regard to the design of
potential business received in the global market. The most realistic best
meaningful and / or best to be grabbed and Conclusion; students more directed
to interesting conclusions regarding: (1) how much trerelef students to run
the chosen alternative; and (2) how likely alternative is chosen to achieve a
successful
2. Student response to the application of the model 5C on 4 subjects
Entrepreneurship (Innovation) is divided into three terms of the facilitdter
process of mentoring, learning methods. Facilitator: to empower students,
mentoring process: lead to the discovery of solutions and foster student self
confidence, learning methods: fun.
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SUGGESTION

Based on data analysis and discussion there theg some suggestions that can be
presented in this study are: The need for a mentor to provide or recommend direct
contact with business partners supporting the business.group
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ABSTRACT

The purpose of this research is to test the relationship of the independent

variables (commercial bank, mix bank, country risk, CPI, foreign lender, log

amount, maturity, ticke secure, senior, deal purpose, and sector industries) to

the dependent variables (loan spread). Key issues in this study consisted of

information asymmetry, moral hazard, adverse selection and country risk. The

results of this research shows the variabibat significantly affect the loan

pricing decisions by lenders especially in Asia Pacific countries. Borrowers in

Asia Pacific can |l earn from the |l enderods be
They also can have more knowledge on the determinants noduthe

procedure of the loan pricingsovernments of the Asia Pacific countries can

use this study to gain more information about factors that influence the loan

pricing. They should make a regulation according loan pricing decisions and

they should mordred the process of the loans for the local banks so they

woul dnét be bankrupt because | oans in Asia

Keywords : Asymmetry Information, Credit Risk, Loan Pricing.
INTRODUCTION

Loan pricing is a critically important topic ingrstudy of financial institutions (Swank,
1996).There are many research about loan pricing and what is considered in the loan
pricing, but this research is contributing on the behavior in Asia Pacific region while the
other research is conducting the reskan the developing countries such as U.S and
Europe which are already well regulated. Researcher also focusing this study on the
country risk effect and the other credit risk that is considered by lenders in the loan
pricing.

The most substantial thees affecting variables in loan pricing decision are asymmetric
information and moral hazard theories (Sinkey, 2002; Heffernan, 1996). In Indonesia,
asymmetric information becomes a serious issue related to the insufficient monitoring
system from creditoand the weakness of financial system regulation. This situation
creates unique aspect for loan pricing research in Indonesia caused by high level of
asymmetric information, which is different from the previous research conducted in
USA and Europe with lowevel of asymmetric information.
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Country characteristics has an important role in shaping the loan pricing despite the
availability of financial information related to borrower. This is because the risk of
asymmetry information in the Asia Pacific cauesg is greater than the U.S. or
Europe, so the lender need to assess the risks that could affect the ability of borrower to
repay the loan.Comparing risk assessment and loan pricing by domestic lenders and
foreign lenders are also conducted by Atmoj604). Atmojo (2004) explains that
domestic lenders are in a good position to easily obtain information and more cost
efficient than the foreign lenders.

Atmojo (2004) also categorize corporate lending based on listed and non listed
borrowers.For listed boswers which shares traded on the stock exchange, the
information will be more easily obtained. (Booth, 1992) also explained that publicly
owned companies will reduce a lower asymmetric information and monitoring cost, as
well caused a lower risk, sinceethborrower maintain their transparency which results

in a lower/cheaper loan pricing.

For type of creditor, there are 2 kinds of banks which are commercial bank and
investment bank. Marciano (2008) explained that commercial bank have a better ability
to reduce assymmetric information compare to investment.damkhermore, the loan

size that the lenders give to the borrower is representing the quality of the borrower to
decide the spread given.

In finance, maturity or maturity date refers to the finajrpant date of a loan or other
financial instrument, at which point the principal (and all remaining interest) is due to
be paid. It represents that the riskier the company, lenders will tend to give shorter term
maturity so they can reevaluate it, thusders will give high spread to cover high risk

that the company have (Barclay and Smith, 1995; Stoch and Mauer, 1996).

Another variable that needs to be considered is whether the loan is secured with the
collateral or not. The definition of collateral in Won and Rajan (1995) is as a
Aspeci fic assets pledged as security for
(1987) stated that the borrower could have a good credit risk quality by offering a
collateral.While for seniority, if the loan is semdat means it will be paid first than the
subordinates loan. This suggests that senior loans will be charged lower loan spread by
lender.

LITERATURE REVIEW

Lasmono and Marciano (2010) explained that the high rate of corruption perception
index shows the @mmon practice of bribe and misused fundings in the bureaucrat,
which could Il ead to borrowerdéds false acti on
false tax report, etdCountry with high corruption perception index indicates that the
asymmetry inbrmation also greater, thus the lenders will enlarge the loan spiead.

The higher the corruption rate will results in a higher loan spread.

Listed company is monitored by the investors, public claimholders, analysts or bond
rating agencies all the timéhrough cross monitoringThe situation where the
information is easier to obtain could reduce the level of asymmetry information between
lenders and borrowers (Marciano, 2008herefore, listed borrowers will have lower
loan spread compared with nontéid borrowers (Booth, 1992> : Listed company
makes lender gives lower loan spread.
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There are findings from Goldberg, Dages, and Kinney (2000) who explained that
foreign banks will have better performance in lending to developing countries if the
foreign bank may cooperate with the domestic banks located in that coAmtrgjo

(2004) explained that domestic lenders are in a good position to easily obtain
information and more cost efficient than the foreign lenders. Therefore, foreign lenders
will have hgher loan spread than the domestic lende&.: Foreign lenders gives
higher loan spread compare to domestic lenders.

The result of the research conducted njing and Marciano (201Zhows that
investment bank has poor monitoring capabilities, so Wikyncrease the lead share to

get a better monitoring ability. Drucker and Puri (20@830 explainedthat the
investment bank has a higher monitoring costs due to weak evaluation capability
compare to commercial bankl4 : Commercial bank gives lowerloan spread
compare to investment bank.

Country risk is an an index measuring the risk of a country thasidon credit risk

and political risk (Tanjung, 2012No matter how good the company's financial
performance, it will have a high risk if éhcountry condition is unstable (Tanjung,
2012). This condition leads the lender to give higher loan spread to the country that
have high country riskd5 : The higher the country risk will results in a higher loan
spread.

There are negative relationshigtlyeen maturity and loan spread.The riskier the
company, lenders will tend to give shorter term maturity so they can reevaluate it, thus
lenders will give higher spread to cover high risk that the company have. Lasmono
(2010) also explained that it is besa a short term maturity will results in a more
frequent due time payment extension request by the borrower, and cause a more
frequent monitoring activities by the lendek6t : Longer maturity makes lender

gives lower loan spread.

Smith and Warner (1979shows that secured loans need more monitoring than
unsecured loans or loan without collaterBlhe existence of collateral assumed as a
signal of high risk loan (Harhoff and Korting, 1998).conclusion, loan with collateral

is considered riskier thugnder will assigned higher loan spread to the borroiiér.
Secured loans makes lender gives higher loan spread.

The findings of research conducted by Tanjung and Marciano (2012) are consistent with
research by Godlewski and Weill (2007) which stated tha existence of seniority
would lead a lower need of lead arranger to monitor the borrower hdsan spread

will be reducedThis suggests that senior loans will be charged lower loan spread by
lender.H8 : Senior loans makes lender gives lower dm spread.

RESEARCH METHOD

Data collection procedure begins with collecting all transactions data from the data of
all loan corporations that were recorded on Dealscan LPC (Loan Pricing Corporation).
From the data, this research sort it based on thewaatkristics: (1) loan contracts in

the period 2006 2010 (2) loans located in the Asia Pacific region, specifically in 17
countries, i.e. China, Japan, Australia, South Korea, Indonesia, Taiwan, Thailand,
Malaysia, Hong Kong, Singapore, Philippines, l&mka, Vietnam, Bangladesh, Macau,
Cambodia and Laos (3) U.S. dollar denomination loans (4) loans with LIBOR base rate.
After following the characteristics, the sample have total 886 loan transactions.
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This research used only two levels of measurementhmsi nominal and ratio level
regression (Ordinary Least Squares)
determinants in loan spread with white correction method (White heteroscedasticity

measurements.The OLS

correction).

RESULTS AND DISCUSSION
This research will be conducted several groups of model, which are : (1) all sample
loan data (2) public loan data (3) rpublic loan data (4) public loan data with financial

performance.

to estimate the

Table 1 shows the results for all four models, compare to the hypotheses explained in
the theoryabove. The number insig@renthesi$ ] is showing the-Statistic value.

Table 1 Comparison of Hypotheses and Research Results (All Models)

Model 4 :
Model 1 : ) Model 3 : SYRTEVYE
VARIABLE  Hypotheses  ALL Model 2 NON P ANGIAL
SAMPLE PUBLIC
PERFORMANCE
Coefficient Coefficient  Coefficient Coefficient
COMM_BANK Negative -64.4770%** -32.2409**  123.0018*** -33.6570**
[-4.3505] [-1.9545] [-3.4945] [-1.8934]
MIXBANK Negative -65.9912**  -46.7062*** 143.0787*** -41.0108***
[-5.0993] [-3.2736] [-4.6705] [-2.7031]
COUNTRYRISK Positive 14.9030*** 17.0724**  18.0313*** 13.0256***
[5.7165] [5.5934] [2.6778] [3.7166]
CPI Positive 4.2061** 4.0641* 2.4685 1.7792
[2.0731] [1.7896] [0.4612] [0.7084]
LEN_FRGN Positive -9.7603 0.5369 22.7908 1.6075
[-1.2604] [0.0642] [1.2284] [0.1758]
LOGAMMOUNT Negative -5.6729 -13.5767* -11.0042 -1.8664
[-0.7376] [-1.5940] [-0.5969] [-0.1902]
MATURITY Negative -0.3203*** -0.0392%** 0.2780 -0.1067
[-3.0340] [-0.2989] [1.2584] [-0.7373]
TICKER Negative -50.5638*** e e e
[(6.9045] = —-meeeeem e e
SECURE Positive 29.2366*** 46.7265*+* 14.4531 43.1417***
[2.9842] [4.0591] [0.6998] [3.1728]
SENIOR Negative  -114.3224** -5.0083 413.1475** -19.3969
[-3.2153] [-0.1358] [-3.4163] [-0.4704]
DEALPURPOSE Positive 10.6082 7.5459 -3.0431 5.7495
[1.3331] [0.8642] [-0.1545] [0.6003]
DEBTTOASSETS Positive =~ -----—---- 0.5031
---------- [0.0913]
LOGINCOME Negative =~ ---------- -18.7793***
---------- [-3.8272]
ROA Negative =~ ---------- -30.2482
---------- [-0.7988]
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The test results showed negative andifigant ccefficient at 1% between loan spread

with commercial bank . This shows that commercial bank lender have the tendency to

give lower loan spread to the borrower. This happened because commercial bank have a
better ability to reduce asymmetric infaatron compare to investment bank that will

lead to a cheaper loan pricing decision (Marciano, 2008). This research results is in
accordance with the research results conducted by Tanjung and Marciano (2012) that
conclude significant negative relationshipgween loan spread and commercial bank.

Mix bank variable showed negative and significemeficientat 1%.The results of this

analysis is in accordance with the statement of Drucker and Puri (2003) which revealed

that the investment bank has a higher iaoimg costs due to weak evaluation
capability compare to commercial bank. While Gupta, Singh, and Zebedee (2008) adds

that universal banks are more flexible than an investment bank because the bank
function are between investment banks and univees#d

Countryrisk variable showed positive and significaaeficientat 1%. This suggests

that the riskier the country, the higher the loan spread. In their book, Jorion (2002),
Heffernan (2008), Eaton et al., (1894) stated that credit risk is afrisk bor r ower 0 s
incapability to perform their duties as stated in loan agreement, which means that the
borrower <could not paid the | oans because
interest. This findings is in accordance with the findings of LasmomloMarciano

(2010) who found that higher risk of loan will cause lender to require greater
monitoring capabilities.

CPI variable showed positive and significaieficientat 5%. This suggests that the

higher the corruption index will lead the lenderdssign higher spread. Because the

lenders will try to protect themselves by increasing its monitoring capabilities. This
finding is similar with the research done by Lasmono and Marciano (2010) which
explained that when the level of corruption of a douris very high, then the
asymmetry information also predicted to be greater, thus the lenders will enlarge its
share.

Maturity variable showed negative and significaoéficientat 1%. This shows that the

longer the maturity given, lender will assigmier spread because a long term maturity

i ndicates that the | ender didndét need to r
maturity rate will give a chance for creditor to reevaluate or remonitoring when the

loan is due, which mean there is pagtcoeficientb et ween maturity rate
guality (Barclay and Smith, 1995; Stoch an
good, it means that the risk of the company could not paid the loan is lower. Thus, the
lender will give lower loan spréao a long term maturity date.

Ticker variable showed negative and significaoieficient at 1%. The finding is

consistent with the results of Denis and Mulleneaux (2000) which revealed that if the
borrower is registered in the capital markets, it negruce t he l ender 0s
cost. It isalsosupported by the findings of Booth (1992) which explained that listed
borrowers will have lower loan spread because there are cross monitoring that
conducted by the public claimholders, analyst and bondga@gencies. Information is

easier to obtain in listed company than private or non listed company, the situation
where the information is easier to obtain could reduce the level of asymmetry
information between lenders and borrowers.
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Secure variable showepositive and significantoeficientat 1%. This suggests that if
there is a guarantee / collateral in the loan, the loan spread will be higher. The findings
are consistent with the results from Tanjung and Marciano (2012). Berger, Udell (1990)
also assoated collateral with a riskier loans, since collateral usually are found in a loan
transaction that need more monitoring. The existence of collateral assumed as a signal
of high risk loan (Harhoff and Korting, 1998). Smith and Warner (1979) shows that
secured loans need more monitoring than unsecured loans or loan without collateral. In
conclusion, loan with collateral is considered riskier thus lender will assign higher loan
spread to the borrower.

Senior variable showed negative and significaoeficient at 1%. This suggests that if

the loan is senior, the lender will assign lower spread because the existence of seniority
would lead a lower need of lenders to monitor the borrower (Godlewski and Weill,
2007). The findings are consistent with researghThnjung and Marciano (2012)
which showed a negative and significangficient for seniority variable.

The test resultfor model 2showed negative and significacbeficientat 5% between

loan spread with commercial bank . This shows that commerci&l lbader have the
tendency to give lower loan spread to the borrower. This happened because commercial
bank have a better ability to reduce asymmetric information compare to investment
bank that will lead to a cheaper loan pricing decision (Marciano, 2008 research
results is in accordance with the research results conducted by Tanjung and Marciano
(2012) that conclude significant negative relationships between loan spread and
commercial bank.

Mix bank variable showed negative and significemeficient at 1%. The results of this
analysis is in accordance with the statement of Drucker and Puri (2003) which revealed
that the investment bank has a higher monitoring costs due to weak evaluation
capability compare to commercial bank. While Gupta, Siagd,Zebedee (2008) adds

that universal banks are more flexible than an investment bank because the bank
function are between investment banks and universal banks.

Countryrisk variable showed positive and significaaeficientat 1%. This suggests

that he riskier the country, the higher the loan spread. In their book, Jorion (2002),

Hef fernan (2008), Eat on et al ., (1894) st
incapability to perform their duties as stated in loan agreement, which meansethat th
borrower <could not paid the | oans because

interest. This findings is in accordance with the findings of Lasmono and Marciano
(2010) who found that higher risk of loan will cause lender to require greater
monitoring capabilities.

CPI variable showed positive and significaoeficientat 10%. This suggests that the
higher the corruption index will lead the lender to assign higher spread. Because the
lenders will try to protect themselves by increasing itsnitooing capabilities. This
finding is similar with the research done by Lasmono and Marciano (2010) which
explained that when the level of corruption of a country is very high, then the
asymmetry information also predicted to be greater, thus the lewdéranlarge its
share.

Secure variable showed positive and significargficientat 1%. This suggests that if
there is a guarantee / collateral in the loan, the loan spread will increase. Berger, Udell
(1990) also associated collateral with a riskeans, since collateral usually are found
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in a loan transaction that need more monitoring. The existence of collateral assumed as
a signal of high risk loan (Harhoff and Korting, 1998). Smith and Warner (1979) shows
that secured loans need more monitorlmntunsecured loans or loan without collateral.

In conclusion, loan with collateral is considered riskier thus lender will assign higher
loan spread to the borrower.

The test resultfor model 3showed negative and significareficientat 1% between

loan spread with commercial bank . This shows that commercial bank lender have the
tendency to give lower loan spread to the borrower. This happened because commercial
bank have a better ability to reduce asymmetric information compare to investment
bank thatwill lead to a cheaper loan pricing decision (Marciano, 2008). This research
results is in accordance with the research results conducted by Tanjung and Marciano
(2012) that conclude significant negative relationships between loan spread and
commercial bak

Mix bank variable showed negative and significemficientat 1%.This suggests that

the lender with mixed functions (commercial and investment banks) would have a better
monitoring capability compared to omitted variable (investment bank) so thadspr

will be decline and credit risk exposure of the overall lenders will be reduced as well
(Tanjung and Marciano, 201Zhe results of this analysis is in accordance with the
statement of Drucker and Puri (2003) which revealed that the investment baak has
higher monitoring costs due to weak evaluation capability compare to commercial
bank. While Gupta, Singh, and Zebedee (2008) adds that universal banks are more
flexible than an investment bank because the bank function are between investment
banks ad universal banks.

Countryrisk variable showed positive and significaaeficientat 1%. This suggests

that the riskier the country, the higher the loan spread. In their book, Jorion (2002),
Heffernan (2008), Eaton et al., (1894) stated that creditris s a ri sk of bo
incapability to perform their duties as stated in loan agreement, which means that the
borrower <could not paid the | oans because
interest. This findings is in accordance with the findimgdasmono and Marciano
(2010) who found that higher risk of loan will cause lender to require greater
monitoring capabilities.

Senior variable showed negative and significaogficientat 1%. This suggests that if

the loan is senior, the lender laalssign lower spread because the existence of seniority
would lead a lower need of lenders to monitor the borrower (Godlewski and Weill,
2007). The findings are consistent with research by Tanjung and Marciano (2012)
which showed a negative and sigriintcoeficientfor seniority variable.

The testfor model 4results showed negative and significantficientat 5% between

loan spread with commercial bankhis happened because commercial bank have a
better ability to reduce asymmetric information camgpto investment bank that will

lead to a cheaper loan pricing decision (Marciano, 2008). This research results is in
accordance with the research results conducted by Tanjung and Marciano (2012) that
conclude significant negative relationships betwean kkpread and commercial bank.

Mix bank variable showed negative and significemgficientat 1%. The results of this
analysis is in accordance with the statement of Drucker and Puri (2003) which revealed
that the investment bank has a higher monitoringtsc due to weak evaluation
capability compare to commercial bank. While Gupta, Singh, and Zebedee (2008) adds
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that universal banks are more flexible than an investment bank because the bank
function are between investment banks and universal banks.

Couwntryrisk variable showed positive and significaaeficientat 1%. This suggests

that the riskier the country, the higher the loan spread. In their book, Jorion (2002),
Heffernan (2008), Eaton et al., (1894) stated that credit risk is a risk of bori@wse
incapability to perform their duties as stated in loan agreement, which means that the
borrower <could not paid the | oans because
interest. This findings is in accordance with the findings of Lasmono and Marcian
(2010) who found that higher risk of loan will cause lender to require greater
monitoring capabilities.

Secure variable showed positive and significasgficientat 1%. This suggests that if

there is a guarantee / collateral in the loan, the $pa@ad will increase. Berger, Udell
(1990) also associated collateral with a riskier loans, since collateral usually are found
in a loan transaction that need more monitoring. The existence of collateral assumed as
a signal of high risk loan (Harhoff abrting, 1998). Smith and Warner (1979) shows

that secured loans need more monitoring than unsecured loans or loan without collateral.
In conclusion, loan with collateral is considered riskier thus lender will assign higher
loan spread to the borrower.

Sernor variable showed negative but not significartteficient This suggests that
whet her the borrowerds company i sS senior
spread given to the borrower. The negatieeficientshows that if the loan is senior,

the lender will assign lower spread because the existence of seniority would lead a
lower need of lenders to monitor the borrower (Godlewski and Weill, 2007). Besides
that, the results is not significant because the data is grouped in different specification,
so for public with financial performance testing tend to have a more dominant data on
dummy 1 (senior loans).

Log income variable showed negative and significzodficientat 1%. This suggests

that the higher the income of a company will lead to a loweeagl. This happened
because high income indicates that the company have a good financial performance.
This findings is similar with the results of Tanjung and Marciano (2012) which explains
that the better the financial performance of the company wih phes lenders to lose its

lead share, because good financial performance lead to a lower default risk, so
lenders may reduce the monitoring cost too.

CONCLUSION AND RECOMMENDATION

The purpose of this research is to know the relationship of the indiepenariables
(commercial bank, mix bank, country risk, CPI, foreign lender, log amount, maturity,

ticker, secure, senior, deal purpose, and sector industries) to the dependent variables
(loan spreadBased on the test with four models, it is concluded fome significant

factors arethe type of creditor, the country risk, the corruption perception index,
maturity, the borrowero6s companies whether
their loan is secured or not.
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R TRADING COMPANY DEVELOPMENT FEASIBILITY STUDY
Dean MichaelReyhan', David Sukardi Kodrat?

INDONESIA
E-mails: dean_michael_reyhan@yahoaralavid.kodrat@ciputra.ac.id

ABSTRACT

The purpose of this study was to increase R trading company turnover from
Rp500.000.000,00 per year to become Rp1.500.000.000,00 per year by business
environment aspect, industrial structure aspect, market and atiagkaspect,
technical aspect, human resources and management aspect, also financial
aspect.

This study used feasibility study method by analyze many aspects of business. In
this study belong to the population from newcomer, supplier, customer,
substitute competitor, use sampling method: purposive sampling, saturation
sampling, norproportionated random sampling, accidental sampling,
purposive sampling. Data retrieval used with documentation, interview, and
observation.

The result of this study summarizétht in market and marketing aspect,
technical aspect, human resources and management aspect this development
was feasible. For financial aspect this development was only feasible for
optimistic scenario analysis.

Keywords: Feasibility Study, Business Baronment Aspect, Industrial
Structure Aspect, Market And Marketing Aspect, Technical Aspect,

INTRODUCTION

Food sector is one of the business that have sustainable life cycle because this business
provides basic human needs. East Java economics ats2ppdrted by three main

sector, agriculture (14,91%), processing industry (26,60%), also trade, hotel, and
restaurants (31, 34%) . I ndonesiabs national
Moving Consumer Goods) industry have a good growth from Q2 201Z2013.

R trading company is established since 2010, however this family business actually
started at 1999, but the researcher have a little intervention of this business.
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National FMCG Growth
(Q22012VvS Q2 2013)

! 2 17%
FMCG Total

Home Care —, 13% !

Dairy Product J19%

*a 31%

Beverages

Personal Care J 28%

food | 12%

Figure 1. National Fast Moving Consumer Goods Q2 2012 VS Q2 2014
Source Kantar World Panel 2013

According to the data shown in Figure 1 above, the growth of national FMCG growth

IS quite interesting to develop. R trading company started when the researcher have
project from his university. Then this family business developetl now. The
researcher want to develop the distribution of this product both within Surabaya area,
also another city in Indonesia.

In this study there is to increase R trading company turnover from Rp500.000.000,00
per year become Rp1.500.000.000,00 pmaryThe aspects that will be examined are
business environment aspect, industrial structure aspect, market and marketing aspect,
technical aspect, human resources and management aspect, also financial aspect.

CONTEXT AND REVIEW OF LITERATURE

Business Enironment Aspect

When running a business a businessman need to pay attention with the external factor.
The first aspect that need to pay attention is business environment aspect . According to
Ireland (2013)environmentgenerally consistof segmentswhich are outside the
company. This study use PEST Analysis which is contain political analysis, economy
analysis, social analysis, technology analysis.

In this PEST Analysis obtained results show opportunity and threat such as:
governmentsncreasinglyencourge the development of SMEs products, AFTA 2015
that can create new markets, the market that have stable growth and the increased
purchasing power, easy for newcomer to enter the market, technology competition.

Industrial Structure Aspect

The other exterrafactor that must pay attention is industrial structure aspect. This
aspect contains the competition model within this industry. Ireland (2013) say that The
Five Forces Competition Model consists of threat of new entrants, bargaining power of
suppliers, brgaining power of buyers, threat of substitute products, and rivalry among
industries.

In this Five Forces Competition Model obtained results show strength and weaknesses
such as: have many variants of products, products established since 1999, the produc
durability short enough, needs big storage for finished products, and limited capital.
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R Trading Company
Five Forces of Competition Model

Competitive rivairy
within industry
5

4
Baruih wer F 4 Threat of
Al gdimr ow
Fargaining powe ? substitute
of buyers 1 Ly
products
0
Bargaining power Threat of new
of suppliers entrants

Figure 2. R Trading Company Five Force of Competition Model
Source Data were processed in 2014

Company Strategy

After analyze business environment aspect andstnidii structure aspect this company
use SWOT Analysis. Kotler (2009) said that SWOT Analysis is a way to observe
external and internal marketing environment. After weighting internal and external
factors from this company results are: 0.90 for (Strefgdaknesses) and 1.625 for
(OpportunityThreat) which puts the company at stable growth strategy on SWOT
Matrix.

(+) external
OPPORTUNITY
sovie ] e\
Maintenance — ( Gowth )
S \ =

Selecthe G
Marntenance
Srategy
{-) internal o e gy - (+) internal
EAKNESSESS [OS— 2 ety & STRENGTH
Tuin Around Conglomerate
Strategy Stistegy

Gasrelle =

(e Cometric
4 R Trading Company
Strategy Stzate
— - S-W=1285095=09
THREAT O-T=2,175055= 1625
(+) extarnal

Figure 3.R Trading Company SWOT Matrix
Source Data were processed in 2014
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According to the SWOT Analysis, R trading company includedi@aadrant which is
growth quadrant. Which strategies to use is stable growth strategy. This strategy done
by steady growth where development is done in stagddargetsare determined in
accordance witleurrentmarketconditions.

Market and Marketing A spect

After decide the strategy that will be used for development of R trading company
researcher analyze the market and marketing aspestlopment of thendustrial
output valueof crackers in Indonesia 20@®10 good enough with 4.21% increasing
per year. The industrial output value at 2006 is Rpl.778.266.714.000,00 become
Rp2.087.070.505.000,00 at 2010. With this rate of growth, the industrial output value of
crackers in Indonesia will be Rp3.152.325.678.000,00 at 2020.

Flgure 4 Industrlal Output\/alue Crackers in Indone5|a
Source:BPS (Biro Pusat Statistik) data processed in 2014

According to STP (Segmentation, Targeting, and Positioning) and Marketing Mix
(Product, Price, Place, Promotion) R trading company summarized this aspects become:
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Price

Always k2sp the prics
competitive to compete
with ancther competitor

product

All category

Snack

Promotion

Give free product, tester,
budget space renting In
certam outlets,

Figure 5. R Trading Company Marketing Mix
Source: Data were processed in 2014

The evaluation criteria for market and marketing aspects are: have potential market to
develop, have a specific target customer, and have STP and Marketing Mix. B tradin
company has all of the criteria.

Technical Aspect

Technical aspect is also important in this business. The technical aspects contains:
product placement, product packing, and product delivery.

Right product placement at the vendor really affects thes saf crackers products.
Good and interesting product packaging can keep the product quality, also can attract
the buyers. At the end can increasing the sales turn over. The product delivery is also
important in R Trading Company businesses, the effecing efficient product
delivery can increase the sales turn over and satisfy the customer.

The evaluation criteria for technical aspects are: availability of telephone and internet
network, availability of tools, equipment, and transportation, ready suppind deft
employees. R trading company has all of the criteria.

Management and Human Resources Aspect

In R trading company business development plan concerning management and human
resources aspect there were some things to note, such as: busitgssrganization
structure, and qualifications of the employees required.

The business entity of R trading company before and after research still same and not
change to other business entity. The organization of R Trading Company use line
organization. Tts organization structure used becausawhber of employeethereis

still little.
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General
Manager and
Marketing

Finance and Courier ond
Administration Order Taker

Figure 5.R Trading Compny Line Structure Organization
Source: Company data were processed in 2014

The development of organization structure is the additional engliogen courier and

order taker division to handle the customer order. The condition and expertise for
general manager and marketing are: minimum undergraduate scholars, honest,
responsible, able to organize team, able to get new potential customer. Fanance
administration able to do finance and administration job, able to use social media and
do correspondence. Courier and order taker division able to pack the products, send the
products, and proactive at work.

Evaluation of management and human resesiraspect are well formed organization
structure, well formed job analysis, well formed standard operational procedure, and
well formed employee management systems. According to evaluation of management
and human resources aspects, R trading companyadmagleted all the criteria and
feasible for business development.

Financial Aspects

The last aspect discussed in R trading company development feasibility study is
financial aspects. In these financial aspects R trading company used Payback Period
(PP), Né Present Value (NPV), Internal Rate of Return (IRR), Profitability Index (PI),
and scenario analysis (pessimistic, moderate, and optimistic).

Payback period methodsedto assess theeturn oninvestmentperiod ofa business.

This calculation uses thelcalation of net cash each year. Net cash value is the sum of
profits after tax plus depreciation.

Net Present Valu¢NPV) is the ratiobetweerthe netcashPV and PV investmeniver

the life of the investmentThe difference betweethesetwo valuesis often knownas
theNet Present ValugNPV).

IRR is an indicatorthat isusedto describethe percentage qirofit generatedrom the
project If the value ofIRR is greate(>) of theinterest loanthen the projedts accepted

If the IRR is less (<) tAnthe loanrate then the projeds rejected

Profitability Index (PI) or often referred t@s theB / C ratiois the ratio ofthe activityof

total revenueset present valuaevith the present valuef investmentexpenditureover

the life of the investmat. If the Profitability Index (PI) greater (>) than 1 then the
project is accepted. If the value of Profitability Index (PI) is smaller (<) than 1 then the
project is rejected.
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Businessepessimisticscenarioof + 17% peryearbased on thgrowth of FMCG (Fast
Moving Consumer Goodsh Indonesia inquarter2 of 2012compared toQuarter2
Year 2013 Scenariomoderate businessy + 25.8% per year based on &R trading
companyturnovergrowth from the year20122013 Meanwhile businessesptimistic
scenarioof + 33.8% per yearbased on & trading companyurnovergrowth 2012
2013amounted t@®5.8% added td8.014% inflation raten Indonesia in2006-2010for
the food industrybeverages;igarettesandtobacco

Table 1.Summary otEligibility Criteria InvestmnentPessimisticScenario

Criteria Result Standard Description

PP 4.5 years 3 years Not Feasible
NPV 1.143.369 >0 (positive) Feasible
IRR 31,74% 12% Feasible
Pl 2,02 1 Feasible

Source The studyresultswereprocessedh 2014

Table 2. Summary otEligibility Criteria InvestmentModerateScenario

Criteria Result Standard Description

PP 3,07 years 3 years Not Feasible
NPV 2.762.278 >0 (positive) Feasible
IRR 55,33% 12% Feasible
Pl 417 1 Feas|ble

Source The studyresultswereprocessedh 2014

Table 3.Summary otEligibility Criteria InvestmenOptimistic Scenario

“Criteria Result Standard Description
PP 2,49 years 3 years Feasible

T NPV | 4.792.340 | >0 (positive) |  Feasibie
IRR 73.45% 12% Feasible
PI 678 1 Feasible

Source The studyresultswereprocesseth 2014

From Table 1 to 3 show that NPV, IRR, and PI criteria are feasible for every scenario.
But, the Payback Period (PP) criteria only feasible for optimistic scenario.

CONCLUSION

Based on remrch resultghat have beemliscussedabove it can be concludeds
follows:

1. Based on thaspects of théusiness environmenising PEST Analysis it canbe

said that the conditionsin IndonesiasupportingR trading company In PEST
Analysis obtained reailts indicate that there arepportunitiesand threats as
follows: governmentsncreasinglyencourage the development ®MEs products
the AFTAIn 2015thatcreate new marketgrowing marketstability andincreased
purchasing powereasy for newcomersto enter to markets and technology
competition

2. Based on thestructural aspects of theindustry that uses theFive Forces

CompetitionModel, it canbe saidthat the position ofR trading companyn the
competition quite well As for the Five ForcesCompetiion Model shows the
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results ofthe strengths andeaknessesuch ashavinga lot of variance/ typesof
productsthat are marketeda productfrom a supplierthat has beenn existence
since 1999, thedurability of the products not too long/ shortenaugh, needed a
storage aredarge enoughto finished productsas well assufficient capitalis
limited.

3. Based on the analystd the environmentahspectsand thebusinessaspects of the
industrystructure ofcompaniesapplyingSWOT Analysisof strengthsweaknesses
opportunities and threatsownedby UD. R. The results obtaineth the entrance
quadrantl particularlystablegrowth strategwhere thestrategyis doneby means
of steady growttand agradualmannerspecified targetaccording to theonditions
of the existingmarket

4. In the aspect ahe marketandmarketingindicatesthat market growtrexperienced
crackers industryaverageincrease irturnover of4.21% per year This illustrates
the potential othis industryto achieveRp3.152.325.678.0000 turnover in202Q
R trading compangatisfythe criteria usedn the market and marketing aspects
are the marketpotential for developmenhavingspecifics customeand hasSTP
andMarketingMix.

5. Thetechnicalaspects othe companysingproductplacementproductpackaging
anddelivery ofproducts As for theR trading companhas met thdenchmark for
the evaluation othe technicabspects othe availability oftelephoneandinternet
the availability oftools and transportationthe suppliewho is always readynd
agileworkforce

6. In the aspect oiumanresourcananagemenandR trading compansgtill usesthe
samebusiness entityAs for the structure oforganizationstill use thesimpleform
of theline organization

7. In thefinancial aspe&ts ofthe companwsingindicatorsPayback PeriodPP),Net
Present ValuéNPV), Internal Rate of Retur@lRR), Profitability Index (Pl), as
well as risk analysis (pessimistic, moderate and optimistic). Based onthe
calculationresults ofthis feasibility studyshowsthat theNPV, IRR, andP1I feasible
for the third scenarioanalysis As for the PP only feasible for the optimistic
scenario
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Managerial Implications

Table 4. Comparison Before and After Research in R trading company

Before Study After Study
1. Market and Marketing Aspect
Limited marketing Expand marketing area
No promotion budget Budget promotion cost
2. Technical Aspect
Product placement: plastic plastic and corrugated box
Product packing: plastik seal plastik seal and zipper
Product delivery: by phone by phone and taking order
3. Management and Human Resources Aspect
Using 3 employees Add 1 employee
at delivery and order division
4. Financial Aspect
Turnover Rp500.000.000,00 per year Turnover Rpl1.500.000.000,00 per yed
Pessimistic: 7 years later
Moderate: 5 years later
Optimistic: 4 years later

Source The studyresultswereprocesseih 2014
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ABSTRACT

In the industrial planning and controlling area, the production of raw material is
one of the factors that is important to the company. PT XX, the atatiom
company is a type of business that produces batteries in a variety of sizes. Up to
present, the company has produced batteries by conventional method but
sometimes there are problems of process production because of the lack of
material or raw matedal in the warehouse. There are excess of other raw
material and there are lack of another. Production and raw material did not
match well because the company still had the trouble in making planning and
controlling of raw materials, especially in deternnig the amount and time of
ordering.

To produce 1096 unit 12¥5 Ah batteries based on production planning in 2014,
the cost for raw material will be Rp. 1,521,357,600.00

Keywords : Planning and Controlling oRaw Material
INTRODUCTION

The most impdantthing for companies to win competition in the free market area is
how to be abléo produce smoothly without undesirable delay so that compwiilidse

more efficient and will improve the competitiveness of products in the market.

Smooth productiomprocess is dependent on accurate production planning, if wit

give very adverse impact to the compa@y it may be the cessation of the production
process.

Companies need to consider the factors supporting production activity such as raw
materiab, production facilities, labors and otherEherefore it does scheduling,
production planning and raw material planning in order to support the smooth running
of the production process in determining the amount and time of ordering.

LITERATURE

Planning and Controlling of Materials

Inventories can be defined as material that is stored in the waretmobeeusedn
production or sale. Inventories of raw materesrelated to the role of management in
the companyto succeed the goal of companids order to achieve the objectives of
companies in expediting the process of planning and control of production
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materialsare requiredPlanning of raw material consists of Master Production Schedule
(JIP) into any required materials. This schedule shetuwhen and how the amount of
raw materialis requiredand ordered.The planning is a process to predict what will
happen in the futureThereforethe planning and contidotg of raw materials isan
attempt to estimate the raw material requirements fer fireseeable future, and
determine the volume / amount of stock to ensure smooth production process.
Forecasting

Forecasting is an estima of the expected level of demand for a product or multiple
products in a given period of time in the future. d&asting is basically estimation
Howeverby using certain way of forecasting can be more than estimdathe results

of forecasting will affect the plaso production activities can be aligned with the
requess of consumerBecauseof that they areimportant factos that will affect the
production plan on the future relating to the supply of raw materials required in the
production process. Several methods are used in forecastinggtaidasStraight Line
andTrend Line Curved/ethod

Material Requir ement Planning

Material Requirement Planning is a method used to finish up the issue ofai@nals

used to make products wieethe finished product depends on how much and when the
finished product is needed. Master Planning Schedule is a plan rega@v many
products areeeckdand when these products will be needed. Master Planning Schedule
is the first step of the MRP systehy inputiing Bill of Materials of the product
concerned, the above data can be processed by the MRP rgetodhe circuratance

of existing inventory in the company.

There are two ways in determining the amountegfuiredmaterial in accordance with

the master planning schedule. i) purchasing quantity based dviaster Planning
Schedule and) purchasing quantitpasedon Economic Order Quantity.
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ANALYSIS AND DISCUSSION
PT. XX is a small companyrpducing batteries. The data obtained at 12V 75 Ah
batteries production in 2013 is as follows:

No. Month Amount (Unit)| Raw Material| Requirements ( per
accu )

1 January 90 Plate Sel 42

2 February 92 Plate Sel + 36

3 March 93 Splitter 138

4 April 91 Deksel 6

5 May 92 Covering 6

6 June 90 Box 1

7 July 93 Asphalt 125

8 August 92 Lead 465

9 September 92

10 | Octobe 91

11 | November 91

12 | December 90

Y - F-TYOTIYY 52



TheFirst InternationalConferenceon Entrepreneurship

For Test Data Adequacy assumed a 99% confidence level and the degree of accuracy of
5%, the number of obseatrons that must be done is
2

-
60 NI dt —(de)z

A A
NO = Ydt
: 2
N &= [60 J1z2 10029?—(109?]1
1097
N o = 0, 68009 ‘
N 6 O N, The data &s8uth@dsufficeent) 1 2 (
Forthe wiformity test datas as follows:
P4
N
SD = 1,0836
BKA = ¥ + 3.SD = 91,42 + 3,2508 = 94,76
BKB = X - 3.SD = 91,42- 3,2508 = 88,1692

Forecasting using StraightLine Method

dot = a

for b as follows as
b = LthLdt -N.7 tdt
T ONTe (Tl

b = 78.1087 — 12. 7123
T 17 850 — (7).

b = 0,052445

YdE— b.YLt
a=—
N

_ 1097 — 0,052245 .78
12

= 91,076

Q
|

052445

dot = 91, 076 + 0.
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the forecasting gets following:

t

t Dt dot (dtidoét ) (dt - d 6% )
1 90 91.128445 -1.128445 1.273388
2 92 91.18089 0.81911 0.90504696
3 93 91.233335 1.766665 1.32915950¢
4 91 91.28578 -0.28578 0.0816702
5 92 91.33823 0.661775 0.913495544
6 90 91.39067 -1.39067 1.93396
7 93 91.443115 1.556885 1.24775197¢9
8 92 91.49556 0.50444 0.71089396
9 92 91.548005 0.451995 0.672305734
10 91 91.60045 -0.60045 0.36054
11 91 91.652895 -0.652895 0.42627
12 90 91.70534 -1.70534 2.90818
Amount 3.558371447
Sdt = [Eealdedd
"q n—2
N
Sdt = [*=° = 0.355837
Forecasting using Curve Line Method
dot = 2a + b t +
Where:
b=222=001543, c =22 =.000746 ,a ==X _PLt_Xt -ggg]
rf—a ¥ N N N
Curve Line Equation as follows
dot = 9 0 . 90100746+ 0.01543
t A b c dt dot 2 (dtid o t] (dti d &t )
1 [90.91 |001543 | 0.00746 90 | 90.91797 1 |-0.91797 | 0.84266892
2 9091 |0.01543 |0.00746 92 | 90.91102 4 |1.08898 1.18587744
3 9091 |0.01543 |0.00746 93 | 90.88915 9 |2.11085 4.45568772
4 |90.91 |0.01543 | 0.00746 91 | 9085236 16 | 0.14764 0.02179757
5 |90.91 |[0.01543 | 0.00746 92 | 90.80065 25 | 1.19935 1.43814042
6 |90.91 |0.01543 |0.00746 90 | 90.73402 36 |-0.73402 | 0.53878536
7 19091 |0.01543 | 0.00746 93 | 90.65247 49 | 2.34753 5.5108971
8 |90.91 |0.01543 |0.00746 92 | 90.556 64 | 1.444 2.085136
9 |9091 |0.01543 |0.00746 92 | 90.44461 81 | 1.55539 2.41923805
10 |90.91 |0.01543 | 0.00746 91 | 90.3183 100 | 0.6817 0.46471489
11 |90.91 |0.01543 | 0.00746 91 |90.17707 | 121 | 0.82293 0.67721378
12 |90.91 |0.01543 | 0.00746 90 | 90.02092 | 144 | -0.02092 | 0.00043765
19.6408949
P
Sdt = [Z=2 = 1.964089

A
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Agregate Planning

Regular production capacitg 100 unis per month therefore no extra hour in the
production process.
Tabel 1.Agregate Planning

T Month Regular Time dt
1 January 100 91
2 February 100 91
3 March 100 91
4 April 100 91
5 May 100 91
6 Juny 100 91
7 July 100 91
8 August 100 91
9 September 100 92
10 October 100 92
11 November 100 92
12 December 100 92
Jumlah 1006

Raw Material Requirement Planning

Basedon forecasting and production structure, raw material requirements planning is as
follows:

Month Plate | Plate | Splitter| Deksel| Coverage Box | Asphalt| Lead
Sel- Sel +
January 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
February | 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315

March 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
April 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
May 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
June 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
July 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315

August 3822 | 3276 | 12558 | 546 546 91 | 11375 | 42315
Septembel 3864 | 3312 | 12696 | 552 552 92 | 11500 | 42780
October 3864 | 3312 | 12696 | 552 552 92 | 11500 | 42780
November| 3864 | 3312 | 12696 | 552 552 92 | 11500 | 42780
December| 3864 | 3312 | 12696 | 552 552 92 | 11500 | 42780

Amount | 46032 | 39456 | 151248 6576 6576 | 1096| 137000| 509640

1. Plate Sel Planning
Requirement oPlate Sel peryear . 46032sheets
Cost per ordering : Rp. 50.000,00
Price per sheet : Rp. 1.000,00
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Holding percentage
EOQ = 6785

. Plate Sel +Planning
KebutuharPlate Sel + per year
Cost per ordering

Price per sheet

Holding percentage

EOQ = 5618

. Splitter Planning

Requirement of Splitter per year
Cost per ordering

Price per unit

Holding percentage

EOQ = 17393

. DekselPlanning

Requirement ofDeksel perear
Cost per ordering

Priceper unit

Holding percentage

EOQ = 1813

. Cover Planning

Requirement of cover per year
Cost per ordering

Priceper unit

Holding percentage

EOQ = 3627

. Box Planning

Requirement of Box per year
Costper ordering

Priceper unit

Holding percentage

EOQ = 382

. Asphalt Planning

Requirement of Asphalt per year :
: Rp. 50.000,00
: Rp. 3.000,00

Cost per ordering
Price peiKg
Holding perentage
EOQ = 2136

10 %

: 39456 sheets
: Rp. 50.000,00
: Rp. 1.250,00

10 %

© 151248unit
© Rp. 50.000,00
: Rp. 500,00

10 %

. 6576 sheets
: Rp. 50.000,00
: Rp. 2.000,00

10 %

. 6576sheet
: Rp. 50.000,00
: Rp. 500,00

10 %

: 1096 sheets
: Rp. 50.000,00
: Rp. 7.500,00

10 %

13700 Kg

10 %
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8. Lead Planning

Requirement of lead per year : 509640 Kg
Cost per ordering : Rp. 50.000,00
Price per Kg : Rp. 2.500,00
Holding percentage : 10%
EOQ = 14278

CONCLUSION

Based on the results of these oédtions, the conclusions draaneas follows:

1 For Production Planningf 12V 75 Ah batteries are 1096 2014
2 For Raw Material Planning in the following table:

Raw Material Ordering Price per unit Raw Material Cost

Plate Sel 46032 1000 46.082.000

Plate sel + 39456 1350 53.265.600

Splitter 151248 500 75.624.000

Deksel 6576 3000 19.728.000

Coverage 6576 500 3.288.000

Box 1096 7500 8.220.000

Asphalt 13700 3000 41.100.000

Lead 509640 2500 1.274.100.000
Amount 1.521.357.600

Therefore tle purchase of raw materials for the production of batteries 12V 75Ah is Rp.
1,521,357,600.00er year
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ABSTRACT

The main purpose of this research is to determineetifiect of price, and
product quality on buying decision OF Photo Cabin services. The population in
this research are Surabaya people whose been a client to Photo Cabin during
April 2012 to November 2013 which is consist of 31 clients. This study uses
muliple regression analysis and uses the validity test and reliability test before
to test the validity and reliability of any statement filled. Hypothesis testing is
performed using F test, t test, correlation coefficient of determination. This
research usedlassical assumption test, which is consist of multicolinearity test,
normality test, heterokedastisity test, auto correlation tes, and linearity test

The result of this research shown that there were significant effect between
Price (X1), and Product Qlity (X2) on buying decision of Photo Cabin (Y)).

Keywords: Price, Product Quality, Buying Decision of Photo Cabin
Services

INTRODUCTION

The digital revolution has brought tremendous development in the photographic
industry Now thanks to advances ingitial technology, it is no longer needed to wait
long to see the photos and to print the pictures. These technological advances lead to
innovations such as photo corner. According Sianipar (2012), the definition of Photo
Corner is a photographic servicesing a backdrop or background that placed in the
corner of a party, wether it is a birthday party, wedding, and etc, that are intended for
the guests of the party. To print the picture only takes abe@0I€kconds, so that the
guests who had been donéitey a photo session at the photo corner, do not have to
wait long or wait until the event is over to get the result of the picture.

Photo Cabin is a company engaged in the photo corner business which started its
business on 1 April 2012 with a laptop, ithdy camera, studio lighting sets and a Kodak
605 printer as its first capital asset. The main threat that Photo Cabin faces in the photo
corner business is the high competitor rate. Photo Corner is a business with a low
barrier entry level which meansig not difficult for a newcomer to start a their own
photo corner business. This is definitely bring a negative impact on the sales volume of
Photo Cabin.

Based on interview with Andanu Samudra whom served as the regional manager of PT.
Samafitro on1410-2013, as the supplier of HITI printer which are now widely used in
photo corner business, he stated that within a month HITI printers are sold 10 units per
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month minimum in 2012013, in which the printers mostly sold tesellers and partly

are sold to tb photo corner business player in Surabaya. Based on the data obtained
from the sales figures of PT. Samafitro, Andanu estimated there are = 100 photo corner
business in Surabaya that uses the HITI printer, that number does not include the
number of phot@orner businesses that uses apart from HITI printer, such as Kodak and
Photo Luxio.

To know what factors are taken into consideration by the prospective client of photo
corner in Surabaya, therefore conducted aspreey using 10 people. The respondent

of this presurvey are people that lived on Surabaya,and already knew Photo Cabin as
one of the photo corner players in Surabaya, and this 10 peoples also who has been a
guest of an event or party that usesRheto Cabin as its photo corner needs. Resfilts
pre-survey dictates thatlO of the 10 respondentsoncerned tahe price factorand
productquality ofavendorphotocorner

PRI CDEFNITION

Priceds Un daecording sorKdtle(B0d2: 200nis theamount ofmoney that
paid for a product orservice in which the amounbf moneyby the consumeis other
the benefitsof ownershipor use ofa product or serviceThis is consistent witlhe
proposedby Swasthaon Sugiyanto(2012: 36) where thenotion of price is the amount
of money paidn orderto obtainsome goodsr servicesand theirservice.However,to
settingthe price to be cheapess not alwaysbe thebest option becausgquality of
products/ servicesare alsoimportantin the purchase decisio&venif the products/
services at higher pricecould be preferrecby consumerghan a lower price(Owusu
2013 181). This is explainedy aKottler on Owusu(2013:182) in which consumers
use priceas an indicatofor the quality ofa product/ serviceandit alsorelatesalsoto
the presige of the consumerHere there ar¢he indicatorshat characterizéhe price
proposedby Stantonon Sagita(2013): Affordability of theprice P r i coaférisiance
on product qualityPriced sompetitivenesr i ceds conf or mance with

QUALITY PROD U C TBESINITION

According to Kotler and Keller (2012: 143) is the product quality is the totality of
features and characteristics of a product or service that related to its ability to satisfy
stated or implied the needs. Kotler said (2012: 4) Consumg prefer products that

offer the best quality, performance and features, therefore it is necessary for producers
or organizations to further improve their product quality, because the quality of the
product plays an important role to attract conswn@ccording to Kottler and Keller
(2009: 8), the dimensions of the quality of the product include: Performance , refers to
the functional specifications of the products or services and is the primary factor being
taken into consideration by the consumertihe purchase and use of produots
services Features, refers to the additional specifications, or specifications
complementary addition to the basic specifications, closely with a choice of products o
services and developmeiReliability, refers to e probability of a product or service
when its success in carrying out the functiams icertain period of tim&onformance

to Specifications, referring to the specification of the product or service to what has
been previously defined or declared incalance with the wislseof consumers
Durability, refers to the durability or the life of a product, or the life of the operation of
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a product that sed under normal condition&esthetics (Asthethic), refers to how
consumers feel about the existencehef products as quality, it is subjective as it relates
to individual preferences and personal consitien of aesthetic factgrServiceability
refers to the services

BUYING DECISION DEFINITION

According to Peter (2010: 5), to defines consumer behasiar @ocess that involving
thoughts, experiences, and actions of a person to consume a product or service, and the
process is influenced by factors that exist around the person's environment, such as
comments from other consumers , advertising, pricingrimation, product packaging,
product appearance, etc.. Indicator purchasing decisions according toiKalelodo

(2012: 14), namelyStabilty on a product or servigélabits in purchaag a product or

service Provide recommendations to otheRestatdo purchase

THE INFLUENCES OF PRICE VARIABLE TO BUYING DECISION

VARIABLE

According Tedjakusuma in S. R, Larosa (2010: 6) The result of the high competition
between companies or similar efforts, make consumers sensitive to price, so if the price
is raised then the consumer will be inclined to move the other company or
manufacturers that provide products or similar services. This proves that the price factor
is important to the process of purchasing a product or service decisions. This is
supported in UtamResearch (2012) which states that the application of the right pricing
strategy is crucial in an effort to attract consumers. If a consumer get the price is fitting
of they would prefer a store or vendor that provides goods or services at that price, and
if a consumer was not getting the price match, they will buy to the store or alternative
vendors which provide similar products or services. It can be concluded that the factor
price is an important factor in cemmer buying decision procegsd from theresults

of previous studies by Purwati (2012) which is used as reference in this research also
states that the correlation between the price and the purchase decision factors tested
positive significant impact. If the price of a product or service is v demand will

be high, and if the price of a product or service is higher the demand will be low. Price
often becomes a major concern in the strategic purchasing decisions so that proper
pricing is considered essential, in order to increase the punghadecision.

From research by Wahyudi (2012) found that the price factor has a positive influence in
the purchase decision, so it can be concluded that consumers somehow will consider
how much money must be spent to get the benefit or satisfaction pfdtacts or
services that have been purchased, so it also affects consumers in making purchasing
decisions.

THE INFLUENCES OF QUALITY PRODUCT VARIABLE TO BUYING
DECISION VARIABLE

According toresearch by Owusu (2013) statedthat thequality of productshave a
considerable influencen the valueof a product or service This is supportedoy
previous researcthat usedasreference byhe researctShaharudiret al (2011)where
in the researcistatedthat theproduct qualityis a factor thahas positive iffluence on
purchasing decisionsQuality factor of the product is abldo help consumersto
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differentiatea productfrom a manufacturewith a producerthe otherone andusually
sensesreableto capture thequality factor ofthe products the sense afightor eye

Good productquality must be able to drive thepurchasing decisionsef consumers
Similar to previous researchy Wahyudi(2012)which is usedn this researclthat the
quality of the producthasa significant influenceon purchasing decisis. Wahyudi
researchsuggests that consumesse generallyspending moneyo buy a product or
service will comparehe quality ofthe productmore tharamount of money that spent

RESEARCH FRAMEWORK CONCEPT

Based on the discussion of the backgrounch&oINTRODUCTION, found high rates

of competition due to low entry barrier in the corner photo business. Based on the
results of presurvey, obtained the price factor and product quality factors were
instrumental in the purchase decision process of ventdotopcorner. It is also
consistent with previous research studies in which the factor of price and product
quality factors have a positive and significant impact on the buying decision process.
From the background and literature review, it can be formdHerframework of this
research, which there are three variables, namely the independent variables consisting of
the price variable that refers to how much influence the price in the purchase decision at
a Photo Cabin services, and a variable that redetfset quality of products to how much
influence the quality of the product in service purchasing decisions on Photo Cabin and
the dependent variable in the service purchase decision variables Photo Cabin. The
relationship between these variables variabéesbe seen in the following figure:

Price

Buying
Decsion
]

Product Quality
(X2}

Figure1Re |l at i o n détwepniasablesh a r t

HYPOTHESIS

In order to get a clear direction and guidance in the conduct of research and the
formulation of problems that have been formulated in this study, the ggdpo
hypothesis is as follows:

- Price has a positive influence on purchasing decisions on Photo Cabin services
-The quality of products has a positive influence on purchase decisions on the services
of Cabin Photos

-Price And quality of the prodais has a positive influensenultartly on purchase
decisions services at a Photo Cabin

- Quality products give a more dominant influence than the price of services to the
purchasing decision on a Photo Cabin
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RESEARCH METHODS

In order to answer the @blem formulation in the research "The Effect of Price and
Product Quality Services To Purchasing at Photo Cabin Service" is the method used is
causal comparative research methods with quantitative approaches. Definition of causal
comparative research metis are research that show the direction of the relationship
between the independent variables with the dependent variable or free or bound, in
addition to measuring the strength of relationship (Kuncoro, 2009:Thi.research

take place inSurabaya, wére the Surabaya is the focus of the Photo Catarket

Time used for this research conducted in 2014 that at the time of data collection
research on the influence of price and product quality factors of the photo cender
purchasing decisiondn this study, the population is the people who have become
clients Surabaya Photo Cabin in the period April 2012 to November 2013, a total of 31
clients, by using probability samples where each sample is selected based on the
selection procedure and have theng opportunities. Where is the technique that will be
used is random sampling techniqgue samples which means that every element in the
population has the same chance teélkected. (Kuncoro 2009: 12The method used

for data collection in this study is use a questionnaire distributed to respondents. The
nature of the question is closed, using a Likert scale. In response to a question the
qguestion on a Likert scale, respondents choose the level of agreement to a statement by
choosing one of the answehaices are available. Answer choices are as follows:
strongly disagreedisagree agree- strongly agreevery agree completely

RESULTS AND DISCUSSION
Table 1 Descriptive Analysis Profile of Respondents by Gender

Percentage
Category Respondents (%)
Male 14 45.2
Female 17 54.8
Result 31 100

Based on Tablé it can be seen that respondents with male gender as 14 people (45.2%)
of the total of 31 people who were respondents in the study, and respondents with
female gender as 17 peep(54.8%). These results provide information that most
respondents were consumers with the female gender.

Table 2 Descriptive Analysi$rofile of Respondents b&ge

Category | Responden| PercentagéXo)
<20 Th 2 6.5

20-30 Th 14 45.2

31-40 Th 12 38.7
>40Th 3 9.7
Result 31 100

Based on Tabl@ it can be seethat therespondentsvere agedunder20 yearswere 2
(6.5%), respondentaiged 20 ta30 yearsas many ad4 people(45.2%),respondents
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aged31to 40 yearsas many ad2 people(38.7%)andresponderstover the age o0
yearsas much a8 persons 9.7%). These resultprovide information that consumers
CabinPhotoservicesarebecomingthe majority ofsurvey respondentgyed between 20
and30years

Validity Test

Validity test is done to determinegtlextent to which the questionnaire measure what is
desired. Used to measure the validity of the Pearson product moment correlation. If the
Pearson product momenorrelation between each of the questions with a total score
resulted in a significance value f <0.05 (U = 5%), then the
question. Validity testing performed with SPSS 13.0. Validity testing performed with

SPSS, using data from 30 respondents as the initial Test validity test on all

indicators (question items) in the ariable Price Product Qualityand Purchasing
Decisiongeneratesignificant valudessthan 0.05so thatall of the itemsthat make up
thequestionghe study variablesan bedeclarednvalid.

Reliability Test

Reliability testwas conducted to deterngithe extent to whiclhe questionnairean be
trustedor reliable Usedto measure thevalue of Cronbachalphareliability. If the
Cronbachalphavaluesgreaterthan 0.6, then thevariable is saideliable Reliability
testingperformedwith SPSS 13.0Just aghe validity of the test beforetestedto the
respondentsof this researchit was testedto the first 30 respondentsbefore the
instrumentis use on the researchrespondents irthis research Reliability testing
performedwith the SPS$rogram The variabledrice Product QualityandPurchasing
Decision had Cronbachalpha values greaterthan 0.6, in addition tothe value of
Cronbachalphaif item deletedon eachindicator (item question does notexceedthe

value ofCronbachalphafor each variableFrom these resultg can be concludethat

the threevariablescan bedeclaredeliableresearch

Regression Analysis

Multiple linear regression atysis was conducted to determine the effect of price and
product quality of the product purchase decision in Photo Cabin. Data processing is
performed using SPSS 13.0. The following are the results of multiple linear regression
analysis:

Table 3 The Analysis Resultof Multiple Linear

Model Coefficient | Beta Value t Sig. t

Constant 1.248 2.458 0.020

Price 0.441 0.499 3.176 0.004

Product Quality 0.343 0.353 2.246 0.033
R =0.777
R2 =0.604
F =21.392
Sig. F =0.000

Dependent variablé’urchas Decision
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Correlation Coefficient

Table3 shows that the value of the correlation coefficient (R) obtained at 0.777 which
indicates that the relationship between the variables Price and Product Quality with
Purchase Decisions at the Photo Cabin redtistrong (tightly).

Coefficient of Determination

Based on Tabl8 the coefficient of determination @ were produced by 0604, means
that the variable Price and Product Quality jointly affect the purchase decision at a
Photo Cabin products by 60.4%hie the remainder is equal to 39.6% influenced by
other variables in addition to the price and quality of the product.

THE HYPOTHESIS TESTING

Effect of Simultaneous (FTest)

Based on Tabl8 it can be seen that thetést produces the F count of 21238ith a
significance value of 0.000 whose value is
was concluded that the price and quality of products simultaneously significantly

influence the purchase decision at a Photo Cabin products. Based on thisetines

research hypothesis assumed no significant effect simultaneously between variables

Price and Product Quality Decision to Purchase a product in a Photo Cabin, proven true.

Effect of Partial (t test)

Testing the effect of price on purchase decisn Table3, produce of 3,176 with a
significance value of 0.004 whose value is less than 0.05. Thus concluded that the price
is partially significant effect on product purchase decision in Photo Cabin. Based on
these results, the first hypothesis of gtudy who suspect price variables significantly
influence the purchase deiois of consumers, proven trugesting the effect of product
quality on Purchase Decision generate t count of 2,246 with a significance value of
0.03 whose value is less tharDB. So concluded that the Product Quality is partially
significant effect on product purchase decision in Photo Cabin. Based on these results,
two research hypotheses suspect variables significantly influence product quality to the
consumer prchase decien, proven trueTo determine the most influential independent
variable on the dependent variable is to use the Beta value of the variable X. The
variable that has the largest Beta value is a variable that has dominant infleswee.
ontheTable3 it can be seeithat thevariableprice (X1) is variablewith the largesbeta
valueis 0.499 Fromthese resultg was concludedhat thepriceis the mostdominant
variable effect in influencing purchase decisionsf consumerswhen comparedvith
variableproductquality.

CONCLUSIONS AND SUGGESTIONS

Testing the effect ofthe pricevariable to variable purchase decisions Table 3,
produce Tcount of3,176with a significance value d.004whose value idessthan
0.05 It concludedthat the priceis partidly significant effecton product purchasing
decisionsin Photo Cabin Therefore,in order to attracbetterclients thenthe Photo
Cabinthat hadset the pricaat thebeginning ofthe turn of theyear only shouldmore
oftenmake adjustmen@ndpricing that isin intervalsshorterthanl year, in order toset
a price that iscompetitivewith photo corneranothervendor However,in order not to
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get caughtn aprice warwith competitorsPhotoCabinfor the futureare expected tbe
able tomaintainandimprove thequality of theproductor its service andalsoneedto
be able tocommunicateto the prospectiveclients about the quality othe productor
servicethey will receive Testingthe effect ofproductquality on Purchasing Decisions
in Table3, producet count of2,246with a significance value d¥.033whose value is
lessthan 0.051t can be concludethat theProduct Qualitys partiallysignificant effect
on productpurchase decisiom PhotoCabin To be able taattract moreclients then
PhotoCabinneedto find a solutionin orderphoto printsfrom PhotoCabincan lasta
long time If prior researchprints photos directlyinserted intahe frame thenafterthis
studythe PhotoCabintry to run thesolutionto protectthe photo printsphoto pmts by
enteringinto mica pastikfirst beforeinsertinginto the frameso that thghoto printscan
last morelong. And alsoto maintain theprint quality of photos the PhotoCabinalso
needto performmaintenance on thmachineand the printer t@rint quality maintained
andalsopreventdamage to the printém the midst othe event
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ABSTRACT

The purpose of this study was to 1) determine the influence of intrinsic
motivation and extrinsic motivation on Knights management players
performance simultaneously; 8gtermine the influence of intrinsic motivation

to Knights management players performance; 3) determine the influence of
exstrinsic motivation to Knights management players performance.

This study used a quantitative approach with Regression Analysigl dome
influence the intrinsic motivation (Xdan extrinsic motivation (X on player
performance (Y). In this study belong to the population are Knights
management players as many as 34 people. The sample in this study was 34
respondents were obtainedeusampel jenuh. Data retrieval technique using a
guestionnaire.

The results of this study indicate that the intrinsic motivatiah @&n extrinsic
motivation (%) simultaneously influence the player performance (Y), because
the obtained value of F 10,11®ith significance level of 0.000. Partially,
intrinsic motivation (X) significantly influence the player performance (Y), with

a value of 2,083 with a-test significance level of 0,009. In addition, the
extrinsic motivation (¥ also has a significant fluence player performance (Y),
where the value of 2,469dst with significance level of 0,019.

Keywords: Intrinsic Motivation, Extrinsic Motivation, Player
Performance

INTRODUCTION

Sports development in Indonesia has undergone a change. So mudh smpiohesia,
basketball is the number one sport for young people in Indonesia. Based on the survey
of teenager aged 1B/ years in 11 major cities which have hosted the Honda DBL at
least. The sample surveyed is random, youth are not only the schdm¢hate Honda

DBL. participants based on the survey, managed to become a favourite sport of
basketball.

CLS is one of the clubs that follow the NBL domiciled in Surabaya, joined the
management of the Knights in 2008 and renamed CLS Knights. With the ifmmnoat

the WNBL in 2011, the management of Knights formed the Surabaya Fever who is also
domiciled in Surabaya to follow the League's WNBL. Management of the Knights have
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players who play in a professional league as much as 34 players consists of 1&/ player
CLS Knights Surabaya players 17 and Fever.

Table 1.Surabaya Fever Result 200013

Season Target Finish at Regular Seasol Finish at Playoff | Target Achievement
2011-2012 | Champion 1st Champion Completed
20122013 | Champion 1st Runnerup Failed

Saurce: Data were processed in 2013

Table 2.CLS Knights Result 2002013

Season Target Finish at Regular Finish at Playoff | Target Achievemen;
Season
20072008 | Road to playoff g Failed road to Failed
playoff
20082009 | Road to playoff 5th Failed in first round Completed
20092010 Final four 4 4t Completed
20102011 | Road to Final 4 Runnerup Completed
20112012 Champion 5t Failed in first round Failed
20122013 Champion 4th Failed in first round Failed

Source:Data were processed in 2013

Performance assessment conducted by management Knights based on the achievement
was reached at the end of the season in the playoffs. Achievement of CLS Knights
season 2012011 successfully finish at runner up, but 2 22013 does not qualify for

final four of the NBL.Surabaya Fever season 2112 are champion of WNBL but
season 2012013 only became runnep. Based on the achievement of CLS Knights
Surabaya and Fever management under Knights do not reach the target at last season
Achievement earnedybCLS Knights Surabaya Fever and certainly will never be
separated from the aspect of motivation of team members. The2PQ#3season CLS
Knights have become the target of the NBL champion. Surabaya Fever also has targeted
reclaim the Championship titleadt season is gone. Early stage become NBL and
WNBL are more vigorous exercise, which in turn will affect the performance of the
play. Therefore need the motivation that will encourage members of the management
team of Knights to achieve the goal of becognchampion to the NBL and WNBL.

Based on the desire of thought and arising researchers review deeper about intrinsic
motivations and extrinsic motivation. Therefore want to influence research and
researcher intrinsic motivation and motivation extrinsicalh the performance of a
basketball player in the management of knights.

In this studythere ard@hreeobjectivesthe first isto investigate the influence aftrinsic
motivationand extrinsic motivatiosimultaneouslyto player performanceéhe second

goal from this study isto determine the influence intrinsic motivation to player
performanceAnd thethird goalis to investigate the influence @dtrinsic motivatiorto

player performance.

CONTEXT AND REVIEW OF LITERATURE

Understanding the Intrinsic Motivation and Extrinsic Motivation

Understanding the attitudes and motivation of employees, Herzberg (Luthans, 2011:
165) did a study for the factors that can lead to the occurrence of satisfaction and
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dissatisfaction by an employee in a work environmAntording to Herzberg there are

two factors that motivate employees. Two of these factors are: motivation factor which
is called intrinsic motivation or satisfier, and keepers (maintenance factor) called
disatisfier or extrinsic motivation.

Herzberg in Hrtati (2011) mention job satisfaction factors as internal motivation
factors sourced from within the person (intrinsic condition), it functions as a driving
factor for someone to Excel, or it can be said that the motivational factor (motivator)
needed tanotivate employees to produce high performance, where those factors was
the result of an internal or comes from the inside of the employees. The factors that lead
to job satisfaction according to Herzberg (Robbins, 2012: 461) differ from the factors
that @use the dissatisfaction of work.

Herzberg in Schermerhorn (2008: 348) mentions factors that cause dissatisfaction as
factors keeping work coming from external or it can be said that the factor is hygiene
factors necessary to ascertain what the causesgfutitled employees. This factor
cannot give rise to higher motivation of employees or may imply that employees
without any compulsion, this factor does not produce motivation but only movement. It
can be said that the factor hygiene only keeps job saimfadoes not decline so that

the motivation of the employees will not be decreased.

Herzberg in Hartati (2011) mention intrinsic motivation factors include: (1) job
satisfaction it self (the work it self), (2) chances to get ahead (advancement), (3) the
recognition of others (recognition), and (4) responsibility (responsibility). Job
satisfaction and responsibility can be said the need foastlflization, whereas the
recognition of others is a requirement for the award.

Herzberg in Schermerhorn (20(8t8) mention the extrinsic motivation factors include:

(1) Compensation (compensation), (2) working conditions (working condition), (3) the
quality of supervision (quality supervisors), and (4) human relationships (interpersonal
relations).

Understanding the Performance

Rivai and Basri (Riani, 2011: 96) states that the performance is the result of someone's
overall during a certain period in the standard tasks, such as carrying out the work,
targets or goals or criteria have been determined in advancageseld upon together.

In other words performance is the result of work that is a person in carrying out the task
assigned to him in accordance with the criteria set out and have a certain period.
Performance is the extent to which someone has to plaaitsin implementing the
strategy of the Organization (Riani, 2011: 50). Robbins (in Riani, 2011: 98) declares the
performance was as much an attempt individual issued on his work. Based on the
understanding of the performance can be defined as a perssuls achieved
according to the measure that applies to the work in question. In addition to it's
performance can be defined as the role and efforts that have been made by a person or
group of people that is certain and is measured in units of time.

Accoarding to Prawirosentono (2008: 27), performance can be assessed or measured
with several indicators, namely: a) the effectiveness of the Group's objectives can be
achieved when needs are planned. b) responsibilities that are an integral part or as a
resultof ownership of the work. c) Discipline that is obedient to the laws and rules in
force. Employee discipline employee concerned obedience is in honoring work
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agreement with the company where he works. d) Initiative that is related to the intellect,
creatvity in the form of an idea related to the purpose of the company. The nature of the
initiative should get attention or response company and a good supervisor. In other
words an employee initiative advances thrust will eventually affect the performance of
the employee.

Hypothesis

The hypotheses proposed in this study are as follows:

H1 . Intrinsic motivation and extrinsic motivation has to simultaneously influence
Knights management players performance.

H2  : intrinsic motivation has a significant influenéights management players
performance.

H3 : Extrinsic motivation has a significant influence on Knights management

players performance.

RESEARCH METHODS

The research approactsedin this studyis quantitativeapproach As for the type of
research usedithis research is the explanatory research, that is research that outlines
the relationships between variables. According to Sugiyono (2012: 15) explanatory
research is intended to explain the position of the variables examined.

Total populationin this gudy is determinedrom the number of Knights management
players 2013s 34 people In this study for the collection ofsamplesthe technique
usedin this studyis sampling jenuhThe technique of determination of the sample when

all members of a popuian is used as a sample.

Researchers chose sampling jenuh because of in this study because the number of total
population slightly (limited) so it is not possible to use the sample, so the researchers
took a number of samples of the same population oplsagrenuh called by basketball
players who are under the management of Knights that add up to 34 people consists of
17 players CLS Knights Surabaya players 17 and Fever.

The data usenh this studyis Datainterval which isassociateavith intrinsic motvation
andextrinsic motivationSourcesf data usedh this studyare dividednto two, namely
internal and external What is meant byhe internal datas a datacompany While
categorized int@xternal datas data playeranda wide range ofiterature review and

other sourcesuch asprevious studigsreference booksetc. Data collection methods
usedin this studyis throughquestionnaires

Variables examined ithis studycan be divided intéwo. The firstvariableis calledthe
independent variabl which consists ofthe intrinsic motivation ()and extrinsic
motivation () While thesecondvariableis calledthe dependent variable ike player
performance ()

Data Analysis Techniques
1. Multiple Linear Regression Analysis
Multiple linearregressions a method usetb determine whether thereiisfluence
of independent variablem the dependent varialf@hozali,2011) Multiple linear
regression equation used in this study is as follows:
Specification:
Y : Dependent Variable (player performance)
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: Numbers constant (indicating the influence of the independent variables the
dependent
variable)
: Error / Residual
: Regression Coefficient
X1 : 1*Independent Variable (intrinsic motivation)
X2 : 2" |ndependent Variable (extrinsic motiwari

2. Simultaneous Significance Test (F test)

F testwas conducted in ordéo determinewhether thendependent variabldsave

a significanteffect simultaneouslyon the dependent variab{8utrisno in Istiarini
and Sukanti2012) The conclusiorthatcanbe drawnfrom the F tesis if the value

of the F testof significancesmallerthan 0.05, iindicatesthat there is &ignificant
relationship betweemmtrinsic motivation and extrinsic motivation simultaneously
to the Knights management players perforogan

3. Individual Significance Test (t test)
T testconductedn orderto determine the significandeetweenthe dependent variable
(Sugiyonoin Istiarini and Sukantj 2012) The conclusiorthatcan be drawrirom the t
testis if the value othet testof sgnificancesmallerthan 0.05, iindicatesthat there is
a significant relationship betweerntrinsic motivation and extrinsic motivation
simultaneouslyo the Knights management players performance

RESULT
Characteristics of Respondents

Table 2.Charateristics of Respondents by Gender and Age

Attributes Category Number Percentage (%)
CLS Knights 17 50
Club
Surabaya fever 17 50
Male 17 50
Gender
Female 17 50
18-25 years old 20 58,8
Age 26-33 years old 11 32,3
> 33 years old 3 8,8
2008 5 14,7
2009 3 8,8
Since 2010 1 2,9
2011 8 23,5
2012 6 17,6
2013 11 32,4

Source: The study results were processed in 2014
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From thetable aboveit can be seethat mostof the respondentsy gendelis maleas
many as 1people(50%),the highestagecategoryis agel8-25 yearsby the number of
20 peoplg58,8%).and the most joint since 2013 sby the number 11 people (32,4%).

Multiple Linear Regression Analysis
Based on theesearch that has bedane therobtainedhe following results:

Table 3.Result of Multiple Linear Regressions

Variable Regression Coefficient|
Constants 0,069
Intrinsic Motivation (%) 0,425
Extrinsic Motivation ()¢) 0,539

Source The studyresultswereprocesseih 2014
According to the tablabove generatedegression modek:
Y = 0,069 + 0,425 X+ 0,539 %
Regressiorquationabovecan be explaineds follows
1. Regressiorcoefficientof variable intrinsic motivatiorf) is 0.425, itmeans that
if the variablevalue is fixedextrinsic motivatiorandintrinsic motvation will go up
onepoint, then theplayer performanc€Y) will increase by,425 The coefficients
positive it means therés a positive relationshipetweenintrinsic motivationwith
the player performancehe higher the intrinsic motivatiorthe hgher theplayer
performance
2. Extrinsic motivation variable regressioncoefficient () pales 0,539 intrinsic
motivationvariablevalue is fixedandthe extrinsic motivationill go uponepoint,
then theplayer performanceY() will increase by,539 The cefficientis positiveit
means therds a positive relationshifpetweenexstrinsic motivation and player
performancethe higher the extrinsic motivatiothe higher player performance

F test
Table 4.Result of F test
Variable Sig. R?
Intrinsic Motivaion (X1)
Extrinsic Motivation (%) 0,000 0,395
Source The studyresultswere processedn 2014

Based orthe F testin the table abovehowsthat F Calculatethe resultingvalue of
10,119with a significant levebf 0.00Q whichis smallerthan0.05 which means it iof
variable intrinsic motivation and extrinsic motivati@imultaneouslysignificantly
influenceplayer performance.

t test
Table 5. Result of t Test
Variable Sig.
Intrinsic Motivation (%) 0,009
Extrinsic Motivation (%) 0,019

Source The studyresultswereprocesseih 2014
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t valuein the variableservice qualityby 2,803to 0,009below thesignificant level of
0.05 have indicated thaintrinsic motivation variablepartially influenceon player
performance Similarly, the extrinsic mativation variable the resultingvalue of tat
2,469 with a significant levelof 0,019 below 0.05 it means theextrinsic motivation
variablepartially influenceon player performance

CONCLUSION
Based on research resuttext have beeniscussedn the pevious chapterit can be
concludedas follows:

1. Intrinsic motivation andextrinsic motivation havesimultaneousinfluence on
player performancelntrinsic motivation and extrinsic motivation together can
result in the same spirit of the players, becausdeafrom the motivation in
yourself arise extrinsic motivation comes from outside themselves in the form of
compensation, good working conditions, the quality of supervision, and a good
human relationships within the Organization will be able to created go
performance among its players. The players will practice more diligently and with
good practice when based on the existence of a family atmosphere and good
cooperation between players. Hence the need of the intrinsic motivation and
extrinsic motivatiorto improve the performance of employees.

2. Intrinsic motivation hasa significant influence omlayer performanceA high
intrinsic motivation cause the player with their own accord without being forced to
improve performance in playing basketball. Playaes motivated from within
himself will feel the work is very valuable so the players will work hard in
completing the appropriate target that has been set.

3. Extrinsic motivation has asignificant influence onthe player performance
Extrinsic motivation is afactor that makes people dissatisfied. That is, the
fulfillment of the extrinsic motivation will not make people happy, he was only
able to minimize dissatisfaction. In contrast to intrinsic motivation, a factor that
makes people happy. It means the fmifent of these needs will increasingly add
to the satisfaction in life. A player may carry out work that is given to him well
and there's not. Target management can be achieved if the player had a good
performance, the performance of players comprisirfgieficy, responsibility,
discipline, and initiative. But if not then management needs to know the cause.
Usually performance degradation may occur due to the decline in the motivation
of the players, the management should be able to give you the mativatio
players while reducing player discontent.
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Managerial Implications

Table 6. Comparison Before and After Research in the Matter of intrinsic Motivation

Before Study

After Study

Players feel less like his work as a basketball athle

Give a little bit of freedom players in doing other wo
activities.

Players feel less like tasks as basketball athletes
a boring exercise.

1. to provide a varied workout exercise but the goa
the same.

2. Often do game situations at the time of exercis

Chance players raise achievement still valued les
the player.

Choose a coach who had the courage to try young pla
with player evaluation.

The opportunity to develop the performance
individual players are still valued less by the playe|

Recruiting individual coaches to develop the performanc
individual players.

The lack of opportunity to add experience to |
young players.

Often doing tests with other teams and dare to try the
trial of young players.

The good performance dfie scant recognition fron
management.

Bonuses will be performance.

A small sense of responsibility over the giv
exercise.

Provide confidence and playing time to young players.

Players have a sense of responsibility for the he
of the body is quitéigh.

Increase awareness of the importance of players again
health to improve performance.

Source The studyresultswereprocessedh 2014

Table 7.Comparison Before and After Research in the Matter of Extrinsic Motivation

Before Study

After Study

The given salary management unable to meet ¢
needs.

Evaluation of the need for players to meet the daily needs

Salary provided less meet the expectations of
players.

Salary offer by management not too pressed, looking U
the player befa.

The value of the contract was not materially
accordance with the role players on the team.

The value of the contract is evaluated each year.

Bonus are met by the management but is often
timely.

Communication management with players must
reproduced in terms of awarding a bonus incentive.

The exercises place are quite clean.

Improve hygiene practice.

The exercise is less comfortable because of the s
field conditions.

Increase the number of exhouse and the fan.

The slippery field bemuse field conditions whicl
have long caused a lack of security in the practice|

Repainted the field.

Managers have adequate behavior in support
communication with the players, but the players
low because rarely present in practice.

1. Manager g required to attend every practice session.

2. Manager doing briefings with the players once a month

Coach lacking in providing technical assistance
the player.

Add Assistant coaches, in order to reduce the burde
coaches in terms of providingechnical assistance to t
player.
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Communication with the coaches sometin The Assistant should be more interactive with the player
hampered by a sense of hesitate. it can be as people voice communication between pla
and coaches.

Communicabn between players and managemen Adds meeting with management team.

still lacking.
Communication between players in one team Improve communication between players by hold
already good enough. outbound activities.
Source The studyresultswereprocesseih 2014
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ABSTRACT

The pedagogical challenge of entrepreneurial education lies on more holistic

entrepreneurial competence that covers three areas; cognitive, affective and

psychomotor areas, so the provision of material will be more effective when it

is accompanied with & sharpening of sense and eventually will develop

certain entrepreneurial behavior. The relatively high intention of becoming

entrepreneur is not always accompanied with entrepreneurial behaviors in the

forms of founding, managing and developing businkesthis area there are

other factors that explain the reason why they only intend to do but not dare to

6starté or O6érealized Its relation to the di
on the demand that teacher as facilitator should have capability in

internalizing the spirit of entrepreneurship on students. Teacher plays

significant and decisive role in entrepreneurial learning. Teacher creativity

becomes the best mod e | for students though
difficult to prove. Invitingstudents to practice entrepreneurial values turns out

to be actual way for teacher in implementing entrepreneurial values in their

daily life. Module based entrepreneurial learning provides specific facilitation

to students because module is managed iordance with both student need

and characteristic. The comprehension is led to be more applicative with

objective to encourage the entrepreneurial interest on vocational high school

students.

Keywords: Entrepreneurial Learning, Entrepreneurial Spirit

INTRODUCTION

The recent increasing quantity of research on entrepreneurship indicates the growing
attention from various parties on the role of entrepreneurship in the national economy.
While developing countries such as Indonesia recognize the relgrepreneurship as
providing significant contribution, developed countries in Europe recognize the role of
entrepreneurship in producing reliable entrepreneurs and impelling the national
economy growth. Such fact affirms McClelland statenm(®iijaya, 2008 stating that

any country is moving to developed country when the amount of entrepreneur shows at
least2% out of the total national population
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It is hard to deny that unemployment issue is one of critical issues for any country as
also found in Indoneés. Almost half of unemployment in Indonesia represents the
increasing amount of college graduates. The ironical phenomenon emerging from the
Indonesia education shows that the higher the education level of individual is, the
higher probability or chancef ®wecoming unemployed will be. According to Statistic
Centre Office (BPS), in relation to education level, the amount of unemployed
workforce in Surabaya until the end of 2010 reaches 200 thousand people. It is
predicted that this figure is increasing wedaew jobs are provided immediately.

The increasing number of unemployment deteriorates national condition and it will get
worse unless the situation is handled at once. Such problem along with the necessity to
increase refined fuel oil will urge vodanal school students to graduate soon and get
personal income with the use of acquired knowledge and skill through entrepreneurship.
Entrepreneurship is rational choice due to its independent nature so entrepreneur will
not rely on the job availability.

Many parties in educational institutions seem to commence the effort to impel this
movement. The curriculum that includes entrepreneurial learning or entrepreneurial
subject is commonly found. However, the result is not evid8aised on the
preliminary study conducted by the author and the results of interview with subject
teacher on entrepreneurship in various Business and Management Vocational High
Schools in Surabaya, it is argued that the student enthusiasm on entrepreneurship during
the course oentrepreneurial field practice was very low. The result was known during
the final evaluation of entrepreneurship subject and in fact most students were reluctant
to start their own business because during the course of entrepreneurial field practice
they found many challenges and obstacles and they felt the anxiety of failure and risk
when they start new business. Such evidence reveals that the entrepreneurial spirit in the
form of courage to deal with the risk and audacity to meet failure are not fgehed
Question often raised by many experts i s
entrepreneurial spirit than others?o. Licht
Surabayaas one of big cities in Indonesia should provide its own opportunity for
Vocational High Skhool graduates. Students have already had mindset that becoming
employee is more promising than becoming employer. Moreover Surabaya as a big city
becomes the target city that is under assault of new potential workers from other regions.
Considering thed c t t hat job availability doesnoét
potential workers, various opportunities must be developed with the use of skills
acquired by Vocational High School graduates. Potential businesses for Vocational
High School students vary awding to the department they choose such as catering,
fashion, marketing, mechanic, multimedia and many other departments. Types of
business Vocational High School students could choose include selling food in food
stall, opening garage, and opening tailg business

The pedagogical challenge of entrepreneurial education lies on the more holistic
entrepreneurial competence that covers three areas; cognitive, affeahde,
psychomotor areas so the provision of material will be more effective when it is
accompanied with the sharpening of sense and eventually will develop certain
entrepreneurial behavigTatiila, 2010). The relatively high intention of becoming
entrepreneur is not always accompanied with entrepreneurial behaviors in the forms of
founding, managing and developing business. In this area there are other factors that
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explain the reason why they onlyriermatt ezaeddt o
Its relation to the direction of entrepreneurial education lies on the demand that teac

as facilitator should have capability in internalizing the spirit of entrepreneuoship
students One of many ways teacher can implement is that in Teaching Learning
Activities teacher can always motivate students to develop independent and creative
attitude as well as courage to take ri&@arman.et.al (Heinonen & Poikki, 20063tated

that the objective of entrepreneurial education inclu@dgslearning to understand
entrepreneurship(2) learning to be entrepreneurial and (3) learn to become
entrepeneur.The objective of entrepreneurial subject in Vocational High School covers
(1) and (2);learning to understand entrepreneurship and learning to be entrepreneurial.
One way to develop entrepreneurial spirit on Vocational High School students is
throuch the internalization of entrepreneurial learning itself. The real appearance of
such idea comes out through designing learning model that is based on entrepreneurial
interactive module. The material is designed to develop entrepreneurial spirit on
studens and module is also designed in such a way so teaching and learning process can
be delivered interactively in which student activeness is sharpened through interesting
games. Afterward assignments are directed to form creative attitude and possess the
shapness in seizing chance for example through the analysis of business chance based
on student skill. For students, such method will become interesting experience because
the method can turn student knowledge into tangible one and provoke their desire to
have their own business.

This article will describe the internalization of entrepreneurial learning in an effort to
develop the spirit of entrepreneurship on Vocational High School students. The
explanation in present article is based on literature stugy®nous studies that show
relation to entrepreneurial learning.

CONTEXT AND LITERATURE REVIEW

Entrepreneurial Learning

Entrepreneurial Education

Entrepreneurship is individual spirit that is expressed through creative and innovative
attitude and bedvior to do any activity. As a result it can be emphasized here that
actually the objective of entrepreneurial learning is not only led to produce business
man or business entrepreneur but also covers all profession whose foundation is
entrepreneurial sptror being entrepreneur.

According to Solomon and Fernald (1991) as welHasich and Peters (20025 cited

by Bell (2008), traditional entrepreneurial education focuses on the arrangement of
business plan, how to get financing, the process of asidevelopment and small
business management. The education also provides knowledge on entrepreneurial
principles and technical skills in relation to how to conduct business. However learners
who know the aforementioned entrepreneurial principles and éassimanagement are

not guaranteed to be successful entrepren8atemon and Fernald (1990)hey need

to be provided with many attributes, skills, and behaviors that can improve their
entrepreneurial competence. It means that entrepreneurial subjedbendssigned in
special way in order to develop entrepreneurial characteristics such as creativity,
decision making, leadership, social network, time management, and team work. As
consequence, entrepreneurial education system must be changed from fagusing
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functional control orientation such as finance, marketing, human resource, and
operation into focusing to the development of entrepreneurial spirit on learners. As a
result the challenge is shifted into the development of learning system that improves
learners in relation to skill, attribute and behavioral characteristic of businessman. In
this context Ciputra (2007:16) divides entrepreneurship into 4 groups named BAGS
after the modification of their order:

1) Business Entreprenewvhich is further diviéd into 2 groupsowner entrepreneur
and professional entrepreneuOwner entrepreneurs the creator and owner of
business. Whilgrofessional entrepreneus an individual who has entrepreneurial
capacity but he/she practices it in company that belangsrheone else.

2) Academic Entrepreneurdescribes academician that teaches and manages
educational institution with pattern and style of entrepreneur but still maintains the
noble objective of education

3) Government entrepreneus an individual or a groupfagoeople that leads and
manages government institution with entrepreneurial spirit and proficiency

4) Social Entrepreneuris a founder or a manager of social organization that
successfully gather community fund for social assignments

The objective of entrepneurial learning is how to transform entrepreneurial spirit,
attitude, and behavior frotmusiness entreprenegroup that becomes basic material to
explore other entrepreneunl environment; academic, government@nd social
entrepreneur.

Learning designhat is provided is learning design that is oriented or led to generate

business entreprenewspeciallyowner entrepreneuror the candidate of independent

entrepreneur that has capability in founding, owning and managing companies as well
as capacity to gar business and industrial world professionally. As consequence the
basic pattern of education must be systemic that includes theory, practice and
implementation aspects. Furthermore the implementation of learning should be
accompanied with relatively iajrated and comprehensive educational operation such
as through counseling, coaching, consultation and so on

According toSuherman (2008:29ntrepreneurial learning should be commenced with
preparation and provision of learning materials that fit to rheractice and
implementation. After the preparation and provision of learning material is complete,
the process of entrepreneurial learning can be conducted with fulfilling cognitive,
affective and psychomotor areas as its main taifegrward, alongwith the course of
learning process consultation media can be provided especially for pragmatic things in
order to complete learning process that is led to fulfill cognitive, affective and
psychomotor areas. Besides, consultation media hopefully cagteariearner 4 Hs.

The first H is Head defined as thinking and in learning it is fulfilled with knowledge on
values, enthusiasm, spirit, attitude, and behavior so learners can gain entrepreneurial
thinking. The second H is Heart defined as feeling thatfuifiled with the
internalization of social economy empathy so learner can feel the emotional dynamic of
entrepreneurship and gain empirical experience from preceding entrepreneur. Then the
third H is hand defined as skill that must be acquired by éeario be entrepreneur. As

a result in this context entrepreneurial learning provides learners with production
technique with a purpose of preparing them to have competence in producing good
product such as goods, service or idea. And finally the fddrit Health defined as
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physical, mental and social health. In relation to this, learner should be provided with
techniques to anticipate various matters that can become apparent while engaging in
entrepreneurship such as problem, difficulty or other risksné®preneur. Learner in
terms of this area can be given throlgT (Achievement Motivation Trainipgor

Outbound TrainingAfter learners learn four Hs above, it is expected that they can put

them into practice and become entrepreneurs. Thereforeednsdered important to

add another impelling factoEarzier and Niehm (2008)iting from Van Auken et.al

(2006) statement argued that role model has significant effect to impel learners to

become entrepreneur. In this ar&arzier and Niehm (2008)ave an example by

inviting entrepreneurial practitioner as guest speaker in lecture or as mentor in
apprenticeship.

Based on social cognitive career theory, career interest is formed through direct or

memorable experience that provides opportunity for iddi&i to train, receive

feedback and develop skill that leads personal efficacy and expectation from satisfying
result. Lent, et.al (Farzier and Niehm, 2008). Kram (1983) and Shagmeddokol

(1982) as cited inFarzierand Niehm (2008)found that educatio and training affect

people perception toward entrepreneurial career by providing opportunity to simulate

how to commence business and observing a role model. It means that it is not enough to
conduct entrepreneurial education only in class in the forneaifiring. It should

provide opportunity to learners to experience directly the difficulty while commencing

and running business and gain chance to observe a role model, an entrepreneur who has
run his/her business in the form of apprenticeship.

Entregpreneurship is a discipline that needs to be learned. Individual capability in

conducting entrepreneurship can be matured through education process. Individuals

who becomeentrepreneur are those who recognize their potential and eager to learn to
develop heir potentials to seize opportunity and organize their business in bringing

their expectation into reality. The pattern of entrepreneurial learning is described as
follows:

1) Knowledge Opening can be accomplished through activities such as: lecturing,
discwssion, invitation to Vocational High School successful graduates, invitation to
entrepreneurs who live near school to share success and failure they ever dealt with
or visit to companies, direct observation through apprenticeship or comparative
study.

2) Attitude Internalization. Attitude internalization is carried out through habituation
and encouragement in doing something. Sometimes it must be done through the use
of Apressuredo or Ainvoluntarinesso in pos

3) Technical povision. It aims to give technical and useful provision to live life in
future, not a grandiose knowledge

4) Early experience provision. It aims to e
paceso, feel the enjoyment ofof feilurecess at
(Sumarsono, 2009).
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Components of Entrepreneurial Program
Entrepreneurship Education Progr&EP consists of various components designed to
achieve its objective. Figure 1 shows the correlations between components

Objectives [« Audiences
2 3 l . |
z Vv P A\ 4 5 \ 4
Assesment 8 Content » Pedagogies

Figure 1 Components of Entrepreneurship Education Program
(source: Abertiet.al, 2004)

Figure2.1shows that there are 5 components and 8 correlations between components in.
Correlationl shows that the determination of objectives must censagidience need

and characteristi¢-or example, the objective of entrepreneurial subject will be different
from other business incubators in Vocational High School, such as business center
because learner need is to obtain certain qualification, wialee#tner need of business
incubator is to begin real business. Correlation 3 and 4 shows that content is determined
by objectives and audiences. The implemented Pedagogies must consider contents and
learner characteristics as shown in correlation 5 ar@o6relation 2, 7, and 8 shows

that assessment is made to assess the achievability of the previously determined
objectives, the implemented pedagogies and contents

Objectives of Entrepreneurial Education

Gormaet.al (Heinonen & Poikkijoki, 2006tatedthat the objectives of entrepreneurial
education include 1) learn to understand entrepreneurshif2) learn to be
entrepreneurial an8) learn to become entrepreneur

The objectives of entrepreneurial subject are to provide entrepreneurial knowledge,
internalize entrepreneurial skill and behavior, and develop entrepreneurial spirit.
Considering that it is difficult to cover all aforementioned objectives, usually it covers 1
and 2 out of three objectivelslany experts argue that willingness to take riskdmees

the nature of entrepreneur in which risk is connected with chance. If different people see
it as risk, an entrepreneur sees it as ch@demonen & Poikkijoki, 2006)As a result

the main entrepreneur behavior is ability to seize, evaluate, amutestincg Shane &
Venkataraman, 2000).

The pedagogical challenge of entrepreneurial education lies on the more holistic
entrepreneurial competenddatiila, 2010). Consequently entrepreneurial education
must be centered on learners and provide oppoyttmitearners to learn from actual
case.
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Module Based Learning
Module is printed teaching material designed to be learned independently by learners.
Module is also called media for self learning because module is completed with hints
for self learning.lt means that readers can do learning activities without the direct
presence of teacher. Language, pattern, and other completing features found in module
i's arranged in such way that It provi des
language of tea@r who is teachingConsequently, this media is often called as self
instructional material.
Modules functions as learning tool or media that contains material, method, limitations,
and evaluating way designed systematically and interestingly to achieexplected
competence in accordance with its complexity level. Module can be considered a good
and interesting one is it has the following characteri¢bdsnas, 2008):
1) Self Instructiongl means that through the module someone or a learner is able to
learn independently, not dependent on other parties
2) Self Containedmeans that a module completely contains all learning materials of
a learned competency or sub competency unit
3) Stand Alonemeans t hat the developed modul e doc
necessarily used together with other learning media
4) Adaptive means thatmoduk should have high adaptive capacity toward the
development of knowledge and technology. It is regarded adaptive if module can
adapt to the development of knowledge and teldyyoas well as being able to be
used in flexible
5) User Friendly means that module should be friendly to its users. Each instruction
and information description must he useful and friendly to its users, including the
easiness for its users in respondargl accessing something in accordance with
their desire

DISCUSSION

According to Government Regulation Number 19 2005, article 26 paragraph 3 stating
the graduate competence standard for vocational secondary education unit (SMK) aims
to improve intelligace, knowledge, personality, noble character, and skill for
independent living and continue to the next education level according to vocational
department. In the regulation of National Education Minister Number 23 2007 on
Graduate Competence Standard f&focational Secondary Educational Unit
(SMK/MAK) states that acquiring the competence of expertise and entrepreneurship
program aims both to meet the employment demand and continue to high education
level according to the vocational department.

From the rgulation described above it can be concluded that SMK (Vocational High
School) aims to prepare its graduate to enter employment and continue to higher
education level. In the context of preparation to employment, learners are prepared to be
intermediate leel workers to meet the employment need or entrepreneur who starts
business and create occupational vacancy

According to Regulation of National Education Minister Number 22 2007 on Content
Standard, the curriculum structure of SMK includes entreprenauigéect with 192

hour time allocation. Graduate competence standard for entrepreneurial includes:
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1) Able to identify business activities and chances in daily life, especially in local
community.
2) Implement entrepreneurial attitude and behavior in dailyrdifecal community
3) Comprehend the principles of leadership and able to implement professional
achiever behavior in daily life
4) Able to design and manage small/micro business in his/her field
Vocational High School education is carried out in the form db@igtrial occupational
practice. Educational process starts from planning, implementation, and evaluation, the
process that is not only carried out by educational unit (SMK) but also involves
business and industry stakeholders. Learning loadVocational Hgh School
(SMK/MAK) consists of facdo-face learning activities, in school practices, and on site
practices in real location of business/industry equal in 36 lesson hours per week.
In the implementation of vocational high school education, there isialivcalled as
Production Unit. The implementation of Production Unit functions as media for
productive learning in school that aims to assist the improvement of learning activities
in form of actual production for students so they can engage themselpgssduction
that is maintained to fit to employment standard, develop students entrepreneurial spirit
and aid the financial source for school.
The objective of Production Unit implementation follows the targets as stated in The
Ministerial Decree of N#gonal Education and Culture Number 0490/U/1992, Article 29,
paragraph (2) that reads as follows:
1) Provide opportunity to students and teachers to conduct practical activities oriented
to market.
2) Encourage students and teachers to develop economical egreméurial insight
3) Obtain additional fund to implement education
4) Improve the efficiency of educational resource in school
5) Improve student and teacher creativity

Internalization of Entrepreneurial Learning

Entrepreneurial Learning in Vocational Higbchool (SMK) must be implemented
systematic and integrative fashion. Integration or any effort of integrating is a conscious
and structured attempt by teachers in order to integrate objectives between
entrepreneurial values into specific education anditrg program (inter discipline) in
learning process to accomplish the internalization and personalization of entrepreneurial
values intended to be known, understoedmprehended and implemented consistently
The integration of entrepreneurial valuesdbaconsider local potential in accordance
with location/place where students live. The other consideration must be given to the
heterogeneity of student background such as family life, school, community, and
developmental age level so as a result studeiltgposses entrepreneurial spirit and
high consciousness to actualize their potential in intellectual way in society life.

The integration of entrepreneurial education and training subject must emphasize the
formation of entrepreneurial spirit found teaching material under discussion so

teachers dondét need to find special mater.i

education and training subject that is being taught
In entrepreneurial learning, teachers play significant and decisive radedifficult to
describe methodologically but teacher creativity will become the best role model for
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students. Inviting students to practice entrepreneurial values is one of actual examples

for teacher in implementing entrepreneurial values in his/hér lifat

The learning of entrepreneurial values integrated into education and training subject

uses various approaches and methods. Learning source is teaching material that comes

from various sources in specific education and training subject that meettioe

criteria, emphasize student competence both in individual or classroom area, and still

refer to student learning completion.

Module based entrepreneurial learning provides exceptional comfort for students in

which module is prepared accordimgstudent need and characteristic. Comprehension

is led to be more applicative with intention to encourage entrepreneurial career interest

on vocational high school students.

The core activities whose implementation aims to attract student attentionterestin

must regard the following issues

1) Entrepreneurial values that is successfully integrated into education and training
subject including those that are already understood and experienced by students in
their daily life, both directly or indirectly (ectextual learning)

2) Provision of freedom and guidance to students in understanding (conceptualizing)
materials of entrepreneurial values under discussion (concept achievement and
constructivism learning).

3) Attempt to create activities that enable studentxdoperate and collaborate in
understanding moral values under discus§iooperative learning

4) Opportunity provided to students to try and implement learnt materials

5) Use of various learning media to facilitate students in sharpening and understanding
the learnt entrepreneurial values

6) Preservation of student discipline and responsibility during learning process as well
as the prevention of activities that could generate boredom, deterioration of learning
motivation and finally interruption in studenttagty and creativity.

7) Learning directed to habituate students in conducting careful observation on
surrounding realitylocal, regional, national and global)

8) Teacher who always functions as role model in thinking, attitude exposure, and
action in implemeting proper entrepreneurial values

CONCLUSION

Entrepreneur attitude and behavior gain more significance in society. Entrepreneur
attitude and behavior will grow and develop when characteristic from entrepreneur
personality has been internalized firmlyitlin personality of individual student.
Consequently successful internalization of entrepreneur characteristic will give birth to
entrepreneur attitude and behavior and finally produce entrepreneur generation in
significant number. It must be preservedatiention focus because Indonesia still needs
more entrepreneurs in improving public welfare.

In an effort to produce tough entrepreneurs, educational institution (school) becomes
one of institutions that play significant role because school is eegpémthave capacity

in transforming entrepreneur characteristic to its students, especially Vocational High
School that aims to produce graduates who are prepared to enter employment, either
working in independent way or as employee. In the context opemtent working, the
graduates must be able to become entrepreneur
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Education in this case Vocational High School plays significant role in producing
entrepreneur generation. Therefore Vocational High School must be prepared, managed
and controlled t@chieve its objective, producing graduate with entrepreneurial mental.
To generate graduate with entrepreneurial mental, it is considered important to
familiarize students with entrepreneurial implementation. The familiarization of
entrepreneurial impleentation in school can be carried out through teaching and
learning activities, implementation of entrepreneurial characteristic values in school and
entrepreneurial practices. Teaching and learning activities can be carried out through:
first, the implematation of entrepreneurial subject designed to open entrepreneurial
insight, the internalization of entrepreneurial attitude, the provision of preliminary
knowledge in conducting business; second, the integration of entrepreneurial
characteristic values to all subjects. Activities for entrepreneurial practice can be
implemented through: the student engagement in Production Unit activities and the
implementation of entrepreneurial extracurricular activities. By engaging students in
production unit, it is xpected that such activities function as concept introduction,
attitude instilment, technical understanding development, and the provision of
entrepreneurial preliminary experience. Meanwhile by implementing extracurricular
activities, it is expected thauch activities serve as attitude instilment and the provision
of both technical knowledge and entrepreneurial experience.
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ABSTRACT

To improve the competitiveness of companies, one way that can be achieved is
by developing the capability or competence of the company (Tambunan, 2001).
This research attempts to see the impact of competenceaiketing of
competitive advantage, especially seen from a comparison of the relative
market share and market share growth. It is expected that the results of this
study can be used as an alternative solution to the company in exploring the
sources of compidive advantage, especially in the field of marketing to be able

to improve the performance of small scale industries.

The population in this study is the overall industry owners and employees Small
Pond Village Fish Processing in Wedi. In this study, @emwere taken from

the Small Fish Processing Industry in the Village Pond Wedi, with a total of 100
people. Hypothesis testing used in this study was multivariate analysis with
Structural Equation Modeling (SEM). Assessment of influence on-esath
independent variable on the dependent variable using path coefficient.
Based on the research that has been done to analyze the influence of the
sources of competitive advantage in marketing to the company's performance,
showed that these variables have pesiand significant influence

Keywords: Sources Of Competitive Advantage And Performance Of

Small Industry
INTRODUCTION
Development and environmental changes so quickly and dramatically, including
changes in consumer tastes, technological advancesoai@economic changes, has

resulted in the emergence of business competition in various industries that are so tight.
Developments and changes occurring across geographic. The popular development is
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known as globalization. Such a condition requires thapamy to be able to explore

and develop sources of competitive advantage in order to survive. Source of competitive
advantage can be found from the ability of management competency in tapping the
corporate functional areas: competence in marketingslogwent and product design
andproduction.

Field of functional competence represents a real knowledge and skills that are
specifically reflected in the expertise, capabilities and performance of marketing,
innovation, technology use and production. Competémte by the company should

not be easily imitated by competitors and sustain the achievement of sustainable
competitive advantage. Competitive advantage is not a new idea, but penekanaannya in
the field of new marketing is a trend in the decade of th@4 98jiptono, 1997). While

the traditional view of marketing place as one of the members of the body corporate.
Marketing is generally regarded as a task to create, introduce and deliver goods and
services to consumers and companies. Competitive advastiagéd be viewed as a
dynamic process rather than as the final result.

Competency directing patterns of diversification and how the company entered the
market (market entry). Special competence is the competitive advantage of companies
owned or done thataye him the strength to deal with competitors (Tjiptono, 1997).
Marketing competency is the ability and performance level of marketing that supports
the achievement of corporate strategic objectives. The amount of marketing competence
is calculated by knoing the total value of the performance factors of competitive
advantage is multiplied by the relative importance of these factors and the percentage of
responsibility in marketing. (Purnama, 2003: 111)

Corporate performance is the level of achievementessnred company in the form of
employment outcomes or performance outcomes (Rue & Byard, 1997). Based on
research results Szimansky, et al. (1993) indicators of performance measurement and
competitive advantage of the most frequently used is the marketate profitability.

Market share is a measurement of marketing performance or operational performance
that can distinguish between winners and losers. Volume sales of the company did not
disclose how well the company's performance compared to its coonpetif the
company increased market share means the company can outperform its competitors, if
the models share the company declined, saying the company could lose to competitors.
The definition of market share here is the relative market share, theasgspotal

sales expressed as a percentage of sales to major competitors. Measurements with the
overall market share is widely used becausenly requires information on total sales
(Kotler, 1997)

Surabaya as a maritime city has a natural resolaki$ very supportive. Territory
coupled with the Java Sea and the Strait of Madura makes Surabaya has a strategic
position in the field of maritime. To enhance the role kemaritimannya, Surabaya should
facilitate traffic to and from the Port of Tanjungr&®e Therefore, continued to pursue
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Surabaya building of railroads and highways that are biased closer to Tanjung Perak
with the hinterland. Support land transport system is redllg &le in the development

of Surabaya as a maritime city.

Fisheries setor as one of supporting the economic sector has a role in national
economic development, which provide added value and strategic value, and may
provide financial or economic benefits, particularly in the provision of protein food,
foreign exchange earrgs and providing employment. So far, the development of
fisheries conducted has shown real results and positive impact on national development.
This can be seen from the contribution of Gross Domestic Product (GDP) National
fisheries sector to GDP contirsiéo increase. The contribution of fisheries and marine
sector to the national GDP reached about 12.4%. Even the fishing industry to absorb
more than 16 million workers directly (Dahuri, 2009)

Fish processing activities in the Village Pond Wedi, Suralmagatly still done the
traditional form of domestic industry (home industry), such as fresh fish processing
(cooling), salted (salting), fish pindang (pemindangan), fish fillets, smoked fish
(fumigation),crackers, fish / shrimp, and shrimp paste.

Based ordata from Directorate General of Capture Fisheries (2009), judging from the
way of treatment include marketed fresh (31.37%), drying / salting (46.41%),
pemindangan (15.52%), shrimp paste (0.41%), bike (0.002%), smoking (2.88%),
freezing (0.82%), fish me#D.08%), and others (2.45%), in the region of Central Java
Province, dominated by the marketing of fishery products in the form of drying / salting.
Fish processing performed by the coastal communities in the Village Pond Wedi to
circumvent their incomehat is formed through SMEs continued to decline, fishing
village looking ponds Wedi largely a side income by empowering the processing of fish,
because of the many tourists who come to the Bridge tour, therefore, in empower
coastal fishermen are to be iztd in an optimal and sustainable (Sustainability), for
fisheries and marine resources, especially fish is a source of nutrition for the community.
Revenue of SMEs in the Village Pond Fish Processing Wedi fluctuated from year 2008
up to 2010. In 2008 thaverage income of Rp. 11,900,000 whereas 2009 decreased by
USD. 6,828,900, and in 2010 also returned a decrease of Rp. 5,237,766. This indicates a
decline in the performance of the alleged lack of precision implement strategies that
made by the central afe that less can be applied into practice by the employee
because the competitive advantage associated with how the company chooses and is
really a generic strategy to implement in practice.

Many research scientists who have proved that superior skikxpertise (superior
skills) will produce superior performance (superior performance). Superior skills are
unique competence (distinctive competence), which supports the company to achieve
positional advantage (positional advantage). Positional advartagesmpany stated

with performance outcomes (performance outcomes). While the indicator most often
used to evaluate or measure the results of performance is market share (market share)
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and profitability (Szimansky, et al, 1993). Some research in thedfahdarketing has

also been proved that marketing competence has a positive influence on the results of
the company's performance. So if the marketing competence increases, the results of the
company's performance will also increase, and vice versa. &bemnch attempts to
examine the concept of relationship in manufacturing firms in Indonesia.

To improve the competitiveness of companies, one way that can be achieved is by
developing the capability or competence of the company (Tambunan, 2001). This
reseach attempts to see the impact of competence in marketing of competitive
advantage, especially seen from a comparison of the relative market share and market
share growth. It is expected that the results of this study can be used as an alternative
solutionto the company in exploring the sources of competitive advantage, especially in
the field of marketing to be able to improve industrial performance.

Literatur Review
The concept of Conpetitive Advantage (CompetitiveAdvantage) Competitive
advantage retas to the way how the company memilihan really can implement a
generic strategy into practice (Porter, 1994). All parts are there in the organization,
either in the form of resources and activities, can be a competitive advantage through
three alternativestrategies: Cost leadership, differentiation, or focus. By introducing a
tool known as value chain analysis, management is able to separate the basic activities
undertaken by the company, ranging from the activities of design, production processes,
markeing to after sales service and all supporting activities ranging from human
resource management, infrastructure , purchasing and technology development. Porter
gives a new perspective on competitive strategy and practical by showing how all the
basic actiities and support activities can be combined to form a synergy which in turn
will bring a competitive advantage.
By using this value chain analysis, management can do the following activities:

- Understanding the behavior of costs

- Identify what is creatingalue for buyers

- Selecting a technology strategy that reflects the significance of corporate

technology for competitive advantage

Cravens (1996) argued that competitive advantage should be viewed as a dynamic
process rather than seen as the final resulpg@titive advantage has stage process
consisting of a source of excellence, excellence and achievement of final results
positon as well as investment income to sustain  excellence.
Competitive advantage analysis showed the differences and uniqueness itsnong
competitors. Source of competitive advantage is skill, resources and superior control.
Superior skills that allow organizations to select and implement strategies that will
differentiate the organization from the competition. Skills include technagedhilities,
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managerial and operational. For example, knowledge about the wishes and demands of
consumers helps firms to use its ability to satisfy consumers.

Meanwhile, the superior resources that enable the formation of the dimensions of
excellence. Forexample, a strong distribution network, manufacturing capabilities,
marketing strength (an experienced sales force), technology and natural resources.
Superior control includes the ability to monitor and analyze processes and business
results. For exampleéhe superior cost control costs and inhibit the introduction of the
field where the assessment and management action is required. The control system also
provides the performance stakes guess (bench mark).

Monitoring efforts should be more than just im@r operations, but also includes
consumers, competitors and distribution networks. Advantages position is the result of
production with low cost (cost leadership) or differentiation that delivers superior value
for consumers. Lower costs enable the comparprovide superior value by providing

a lower price than its competitors for the same product. Differences appearance
products that comply with buyer preferences to produce unique benefits that can cover
the high price. Important factor in seeking ekmete is how to make a decision to
compete.

Definition of Small Industry Performance

Orally and in writing, many sides use different terms to discuss this small industry. In
addition to use the term small scale industries (small industry), there arebarmoim

other terms that mean the same, such as: small business (small business), small
companies (small enterprise or a small firm), sraadlle enterprises (small scale
busines) and others . Some claimed the small industry is the sector, while smatyindus

is the subsector. This assumption should be ignored just because of all the terms it
basically has the same content.

Based on research results Szimansky, et al. (1993) indicators of performance
measurement and competitive advantage of the most fribjgjused is the market share

and profitability. In this study the researcher only uses market share (market share) as
indicators of company performance measurement which is then fitted with the growth
of market share (market share growth). Market shaee iseasurement of marketing
performance or operational performance that can distinguish between winners and
losers. Volume sales of the company did not disclose how well the company's
performance compared to its competitors. If the company increased slaaketmeans

the company can outperform its competitors, if the models share the company declined,
saying the company could lose to competitors. The definition of market share here is the
relative market share, the company's total sales expressed as raggerad sales to
major competitors. Measurements with the overall market share is widely used because
it only requires information on total sales (Kotler, 1997). This study also uses a
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measurement relative market share by asking the comparison market ¢fhar
respondents with their main competitors.

Effect of Sources of Competitive Advantage The Performance Company
To improve the competitiveness of companies, one way this can be achieved is by
developing capabilities in order to improve company performé&hambunan, 2001).
Competency directing patterns of diversification and how the company entered the
market (market entry). Special competence is the competitive advantage of companies
owned or done that gave him the strength to deal with competitorsofigipL997).
Marketing competency is the ability and performance level of marketing that supports
the achievement of corporate strategic objectives. The amount of marketing competence
is calculated by knowing the total value of the performance factors mpetiive
advantage is multiplied by the relative importance of these factors and the percentage of
responsibility in marketing. (Purnama, 2003: 11).

RESEARCH METHOD
MeasurementVariables
Sources ofCompetitive Advantagex)
Isthe abilityand performance Ideémarketingthatsupportsthe  achievement
ofstrategicobjectiveswithindicato&gkarno2009 568
1) AdvertisingCampaign
2) AbilityMeetsTargetMarketDemands
3) Pricing
4) The extent ofProduct Line
5) The extent ofDistributionCoverage
6) SelectiveDistribution
7) SalesMastery

Boundvariables:
Performance ofSmall Industries()
Is the level ofachievementSmallFish Processingindustriesismeasured in terms
ofworkwith theindicatorluljaningsihandSukarnp2011:148:
a) SalesGrowth
b) Profitability

Population
The populationinthis studyis theoeimdustryownersandemployeesFish Processingin
TambakwWed..

Sample
In this studysamplesvere takerfrom theSmallFish Processintndustryin theVillage
PondWedi, with a numberof indicatorsat least 9x10=9@ustomersAnd tomeet the
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requirements othe SEMtestwhich requiresa sample ofL00-200, then thesamplein
this studyof 100 people

TechnicalAnalysis

Hypothesis testingsedin this studywasmulti variateanalysiswith Structural Equation
Modeling SEM). Assessment oinfluence on eacheachindependent variable ahe
dependent variablesingpath coefficient

RESULTS AND DISCUSSION

EvaluationModelOne-StepApproachtoSEM

In the SE Mmodelmeasurement modelandstructuralmodelparametersestimatedjointly
This method issome what experienceddifficulty in meeting thedemands ofthe
modelfit Most likely causedby the interaction betweenmeasurementnodels and
structuralmodelsareestimatedointly (one stepapproachtoSEM

Onestepapproachto SEM is usedwhenthe modelis believedthat based orstrong
theoryand thevalidity andreliability datais verygood (Hair.et.al,1998.

Tablel. EvaluationCriteria forGoodnessofFitindices

o Results Critical Evaluation
Criteria Value Model
Cmin/DF 0.810 02,00 good
Probability 0.594 00,05 good
RMSEA 0.000 00,08 good
GFI 0.982 00,90 good
AGFI 0.953 00,90 good
TLI 1.054 00,95 good
CFI 1.000 00,94 good

From the results of evaluation of the model was one step elimination nof all goodness of
fitcriteria are usedall showing good results of the evation model the modelis
consistent with the datal'hat is the conceptual model was develop dandis based
theories have been fully supported by facts.

Causality Test

Judging from the number determinant ofthe sample covarian cematrix
25329337630indicates there multi colinierity or Singularity in this dataso that
assumptions are mékhus there gression coefficientof each factor can betrust edas seen
in the causality test below
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Table2. EvaluationCriteria forGoodnessofFitindices

Ustd Std
Faktor e Faktor Estimate Estimate Prob.
Performance
Sources of Competitive e of Small
Advantage Industries 0.029 0.150 0.028
limit of significance é 00,10

Judging from the level of Prob. direction of causal relationship, then the hypothesis
which stats that: Factors Resources Competitive Advantage positive effect on company
performance, can be accepted [Prob. kausalnya 0.028 <0.10 [significant [positive].

Based on the results of research that has been done to analyze the influence of the
sources of cometitive advantage in marketing to the company's performance, it is
known that these variables have positive and significant. This means increased
competence will enhance the performance of companies and enterprises with high
competence will achieve ressilbetter performance than the company's incompetent.
This finding is consistent with the results of previous studies that have shown a positive
relationship marketing competence of the products of the company's performance. The
study also found that wheniewed from the level of importance of sources of
competitive advantage, brand image and reputation of the company is considered as a
source of competitive advantage is most important. Thus we can conclude that the
sources of advantage in marketing that emasidered most important was indeed a
primary responsibility of the marketing function (percentage of major responsibilities.)

CONCLUSIONS

Conclusion

Based on the research that has been done to analyze the influence of the sources of
competitive advamige in marketing to the company's performance, showed that these
variables have positive and significant influence

Suggestion

By considering the limiteteterbatasam this research, this study's findings are expected

to remain useful for the manufacturingdustry in Indonesia as well as for the
academics. Marketing competence can be used as a source of competitive advantage
that can improve corporate performance results. Thus the company can continue to
explore and develop competencies in marketing toisrin an era of increasing
competition this. The sources of competitive advantage that are considered less
important to be reconsidered. Because of the importance of the source of this advantage
was also affect both the poor performance. For examplerethdts of this research
resource advantages related to distribution, pricing, service before and after the sale of
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the lowest ranks (considered less important). As a result the performance of resource
advantage Sumner tersebutpun less good than the safiather advantages.
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ABSTRACT

Small and medium enterprises, which are oftefierred to as SMEs, play a
significant role in the economic growth and employment rate. This role is
categorized as a strategic role in national economic development. Considering
the scale of the role, the government has tried to support it by training,
mertoring, developing, and financing the subject, but the performance of SMEs
in reality did not meet the expectation. It is believed that the spirit of
entrepreneurship is a big factor in the success of SMEs. The purpose of this
research is to determine tHactors that shape the spirit of entrepreneurship.
The sample of this research consists of 48 respondents who own small and
medium enterprises. Factor analysis is used as a means of data analysis in this
study. The result of the study suggests that therdians of entrepreneurship
spirit, which consist of market sensitivity, risk taker, and creativity and
innovation, provide a massive contribution to the creation of entrepreneurship
spirit.

Keywords: Entrepreneurship Spirit, Market Sensitivity, Risk Tiake
Creativity And Innovation

INTRODUCTION

Small and medium enterprisgday a significant role in economic growth and
employment rateThis role is also considered as a strategic roleaitional economic
growth. SMEsare better equippei surviveecoromical crisiscompared to largscale
enterprises.

Considering the scale of the role, the government has tried to support it by training,
mentoring, developing, and financing the subject, but the performance of SMEs in
reality did not meet the expectatigRartomo, 2002)Several researchers attempt to
explain the reasons behind this conditi®@mbudiand Rabanni (1995) iNurhayati
(2004) mention about how the interaction of several contributingfactors such as
marketing, financial, management, technidatation, human resources, afigancial
structuresaffectsthe performance of small enterpriseMeanwhile Idrus (1990) and
Scarborough & Zimmerer (1993)ggesthat management incapability, weak decision
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making process, lack in experiena@nd weakfinancial supervisionare the factors
behind the unsuccessful business run by small enterprises.

This research is funded by the Directorate of Research and Community Service (Dit.Litabmas) from the Directorate Gegieral of H
Education of Ministry of Cultte and Education with funding from University Research Grant in 2013

Baswir (1995) and Christian (2008)insist that the dominant use of traditional
technology, capital shortage, and weak managerial aspects are the factors leading to the
low performancedvel of small enterprises. This condition is closely related to several
internal and external problems faced by SM&sveral internal problems include the
inability to capture market opportunity, capital shortage, and managerial wekness,
which includes th inability in acquiring market access. These factors then affect the
ability of SMEs to increase their business scale which require them to increase turnover,
meet demands, and adjust their quality to consumer taste, as well as dealing with the
difficulty in selling goods, accessing market information source, and dealing with the
small amount of market research studies (Sangen, 2005). On the external side, we can
see that the unconducive national economic and political system influences the growth
of SMEs(Budi, 2003)

The same condition also happens to the food manufacturing industry in East Java. The
food manufacturing industry is a field that absorbs an ample number of employees,
especially in East Java. It employ#&ii4.815people in 2003126.240peoplein 2004,

and 126.318 people in 20QBPS, 2009)The food manufacturing industry in East Java
escalates in number in 2B@s many as 44.371 business urig536units in 2004, and
56.618units in 2005 (BPS 2009). These statistics are based on the #éissuthat the
enterprises belong to local ethnics such as Javanese, Padangese, Sundanese and
Maduranese who have specific characteristics and different cultures in managing their
businesss. Additionally, the statistics are measured using the most conprazhiged

raw materials from each area. As quotedsSlaypgen (2005)Pelkam and Welson (1996)
states that these differences can strengthen their ability in doing market orientation. The
process of becoming entrepreneurs is highly affected by the factowsnainhand their
intuition, as well as the society and culture they come from.

The essencef entrepreneurship according Brucker (1959) as quoted bySuryana
(2006) is the ability to create something new and differeptusingcreative thinking
and inrovative action to create an opportunity. The creative and innovative pliscess
performed by entrepreneurswith creative and innovative characteréccording to
Suryana (2006)the characteristics includ€l) confidence with indicators ofhigh
confidence optimism, commitmentdiscipling and responsibility(2) initiative, with
indicators ofenthusiasmpace, and active behavidB) high achieverwith indicators of
result orientationand insight for the future(4) leadership with indicators ofbeing
different trustworthy, and tougland(5) calculated risk taker.

Zimmerer (1996:51)n his book Entrepreneurship and The New Venture Formation
discloseghat creativity is creating something from nothiagd is aesult ofcombining

old and new ways toreate a simpler and better alternative.

From this definition, we can conclude that creativity is important for an entrepreneur to

create something from nothing and combine old and new ways to create a simpler and
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better alternative. Meanwhil&aldacchino(2009) states that accurate decision making

in a corporation can be defined as the creative and innovative ability to come up with
tips and resources in seeking a success opportunity. Creativity and innovation becomes
the basis of accurate decision making corporationCreativity is a character that an
entrepreneur must hay&arutko 2009) Creativity is an important factor in creating
competitive advantage and business sustainability (AI2@)9. In conclusion,
creativity is the ability to develop neideas and find new ways to spot an opportunity.

The willingness and the ability to take risks are one of the main values in
entrepreneurship. An entrepreneur who is not willing to take risk will find it hard to
start or initiate a business. The valueewnitrepreneurship is the courage to bear the
calculated and realistic risks (Suryana, 2006). Additionally, it is also the ability to
consider the possibility of success and failure in reaching the goal, as well as being able
to continue if the failure po#slity is low. According to Drummond (2009) most
people see risk as a bad possibility or a potential dis&w§an (2009, 52 states that
failure is not something shameful or something to avoid. Therefore, an entrepreneur
should deal with risk in a tm manner(Y udiantoro 2006: 8®8).

On the other hand, an entrepreneur should keep a close watch on the potential of other
competitors. An entrepreneur must analyze their chance of developing new products,
successful experience in developing new produfitiancial support, and other
advantages that the competitors have in the mdf&etyana, 2006)Therefore, an
entrepreneur has to understand his own strength and weakness as well as the ones
possessed by his competitors. Ban & Bradstreet (19933uggets, our weaknesses

and strengths, as well as our competitorso,
entrepreneur is expected to own a strong attitude and market sensitivity in order to look
to the future and fulfill the demands of the market. éatrepreneur also needs to be

able to identify the size of the penetrated maBessanto, 2009)r'his can be defined as

the ability to identify the market in terms of goods and services and providing added
values and benefits to customers.

Vitale, et al, (2002) conducted a research with the purpose of getting managerial
implications that would help us understand what a company should do to apply
entrepreneurial orientation. Entrepreneurial orientation has been proven to have a
positive and strong relationo t he companyds ability to pe
(Matsunoet all., 2000; Atuahen&ima dan Ko, 2001; Miles, Munilla dan Cavin, 2002).

If entrepreneurs, executives, and managers can understand the relationship between

their works and the entreprenship orientation, they will then be able to perform better

(Sangen, 2005)The purpose of this research is to analyze the factors that shape the

spirit of entrepreneurship.
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METHODOLOGY

The population in this research is athall enterprise ownemgho are involvedin food
manufacturing industry in SurakeyThe sample includes small enterprigesood
manufacturing industryvhich meet the criteri@f having one to five employees and
have established their business for at least one year.

Sampling is basedn Cluster Samplindechnique. Ingetting the samples requiretthe
researchex utilize several considerations to obtain informations related to the
enterprises by choosing 148 business owners as the right respondents to provide
information based on thaugposes and questions of the study.

DISCUSSION

The spirit of entrepreneurship is an entrepreneur's orientation to find a new market for
his product, as well as creating new products, providing customer services, beating
competitors in getting the besttoof a business opportunity, and taking risky actions.
The dimensions of Entrepreneurship Spirit are creativity and innovation, market
sensitivity, and calculated risk taker (Suryana, 2006).

Validity and reliability tests are conducted to examine thesewsions. Validity tests
determine the extent of which the measurement scale can cooperate and measure what
needs to be measured (Kuncoro, 2009:172). The validity test is conducted by running a
convergent validity test using Amos18 program. An indicata@oissidered valid when

the CR value is bigger than 2.SE (Waluyo, 2011:79).

The Entrepreneurship Spirit variable is measured by three indicators which consist of
three statements. By using the Amos18 program, the validity test results in the
following:

Table 1 Convergent Validity Test of Entrepreneurship Spirit

Estimate S.E. C.R. 2.SE
SE3 |1
SE2 | 0,926 0,110 8,412 0.22
SE1 | 0,902 0,126 7,153 0252

Source:processed data

Table 1 suggests that the overall value of CR is bigger than 2.SE. Therefore, every
estimated indicator is a valid measurement for the variable of Entrepreneurship Spirit.

Reliability testing is then conducted to see whethaegulationscale will be
consistent and stable in doing its job (Kuncoro, 2009:175). The reliability testing
used in this research monstruct reliabilitytest. This method will teghe reliability

by measuringhe index usingconstruct reliabilitywith a minimumcut-off value of

0,7 (Waluyo, 2011:113).
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The following is the reliability test result of the Entrepeurship Spirit variable

dimension
Table 2Reliability Test of Entrepreneurship Spirit
( loading)2 +
Indicator Loading Loading2 (1-Loading2) (1-loading?) CR Description

SE1 0.694 0.481636 0.518364

SE2 0.737 0.543169 0.456831

SE3 0.814 0.662596 0.337404

Total SE 2.245 1.312599 6.352624| 0.793377| Reliable
(Total SE2) 5.040025

Source: processed data

Table 2 suggests that the Construct Reliability (CR) value of Entrepreneurship Spirit is
0.79. This means that the Entrepreneurship Spirit variable can be classified as reliable
due to a higher cwff value than 0.7.

The next part of the analysis disceissthe loading factowalue of each of the
Entrepreneurship Spirit dimension. Entrepreneurship Spirit is measured using three
indicators, namely Creativity and Innovation (SE1), Risk Taker (SE2), and Market
Sensitivity (SE3).

Table 3Standardized Regressi Weights: (Group number-Default model)

Estimate
SE3 <--- Spirit_Entrepeneur .814
SE2 <--- Spirit_Entrepeneur 737
SE1 <--- Spirit_Entrepeneur .694

Source processed data

Table 3 describes the loading factatue foreach indicator as follows:

a) The loading factorvalue for Creativity and Innovation (SE1) is 0.69.
This means that the indicator statistically measures the Entrepreneurship
Spirit as much as 0.69.

b) Theloading factorvaluefor Risk Taker (SE2) is 0.74. This means that
the indicator dtistically measures the Entrepreneurship Spirit as much
as 0.74.

c) The loading factor value for Market Sensitivity (SE3) is 0.81. This
means that the indicator statistically measures the Entrepreneurship
Spirit as much as 0.81.
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The data analysis result ggests that the three indicators shape the spirit of
entrepreneurship, and thatarket sensitivityis the biggest indicator of the three.
Therefore, it is essential that entrepreneurs pay good attention to these indicators in
order to maintain a good perfoance.

Companies with market sensitivity are markaented companies which constantly use

mar ket i nformation to fulfild]l their custon
anticipate future needs. Therefore, companies must have quick accessk&i mar
information and respond to it. It is related to the adaptive ability of a company in the
available market(Jaworski & Kohli; 1993). Apart from these factors, every
entrepreneur is expected to have a strong market sensitivity attitude and character in

order to see the available opportunities and understand the unfulfiled needs of the

people at present time. An entrepreneur also needs to identify the size of thehwmarket

will enter (Susanto 2009:1267 his factor is strongly related {@) the ability b identify

the market(2)t he abi l ity to be sensitivg3)theo t he m
ability to capture a market shar@) the ability to be attractive, and (5) the need to

increase company capacity. Marseinsitive companies will apply mi@ting concepts

to fulfill the needs of the customers and are very effective and efficient in creating the

best value for their buyers while creating a productive comfidayer& Slater, 1990).

The dimension of calculated risk taker character is to aletihe possibility of success

and failure in fulfilling the set purpose, as well as being able to move on when the
possibility of a failure is lowDrummond (2009%inds that most people view risk as a

potential disaster. Another researcher suggestdaihate is not an embarrassment that

should be avoide{Sofjan 2009, 52)Thus, an entrepreneur should not be afraid to take

risks and calmly deal with thefYudiantoro2006: 8688). This idea is also applicable

to SME owners. They must consider failurepast of the process of being successful.

According toSuryana (2013:121}fhe risks often experienced ai&) technical risks

related to expected product developmefisfinancial risks related to the financing and
development of new products, af®) competition risk, which is can be defined as the
competitorsdé ability to maintain their posi

Baldacchino (2009) states that accurate decision making in a corporation can be defined
as the creative and innovative ability to come up wijik and resources in seeking a
success opportunity. Creativity and innovation becomes the basis of accurate decision
making in a corporation. Creativity is a character that every entrepreneur must have
(Karutko 2009). Creativity is crucial for the estahlinent of competitive advantage and
business sustainability (Alma 2009). It is the ability to develop new ideas and find new
ways of looking at an opportunity. Fontana (2011) also suggests that SMEs are required
to innovate, because innovation is essertalfinancial success since it replaces old
methods with new ones in order to transform input into output that will lead to a
significant change in the value and price offered to consumers. Therefore, SMEs
entrepreneurs must be sensitive to the availatdeket opportunity, ready to face any

risk, and able to create a breakthrough through creativity and innovation.
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CONCLUSION

Fierce competition requires SMEs entrepreneurs to possess a spirit of entrepreneurship
in conducting their business. Data analysiggests that the three dimensions of
entrepreneurship spirit contribute to the creation of entrepreneurship spirit. Market
Sensitivity becomes the biggest contributor, followed by Calculated Risk Taker and
Creativity and InnovationBy knowing the marketegsitivity is the largest contribution

to the entrepreneurial spirit , the company should be oriented to the needs of the market ,
to find out information about the needs of the market and respond to the information.
Thus the company is required to be adegpin responding to the needs of the market .
sensitivity to market will enable companies to create the best value for consumers as
well as to improve the performance of the company
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ABSTRACT

This research is conducted to : (1) identify fiscal decentralitation which have
been done by the East Java Government, (2) identify economic growth in East
Java Province, (3) identify investment growth in East Java Province, and (4)
andyze the effect of fiscal decentralitation and investment growth on economic
growth on East Java Province. The result of this analyst shows that fiscal
decentralitation and investment growth has significant influence upon the
economical growth of East Ja¥aovince.

Keywords : Fiscal Decentralitation, Investment Growth, Economic

Growth.
INTRODUCTION
After I ndonesiads Government applied UU n

Government and UU number 25 Year 1999 about Financial Balance Between Central
Gowernment and Regional Government, revised into UU number 32 Year 2004 about
Regional Government and UU number 33 Year 2004 about Financial Balance Between
Central Government and Regional Government, then Regency / City in Indonesia have
been executing reginal autonomy policies.

As consequences of a broad autonomy jurisdiction, regional government has obliged to
increase community services and wellfares democrately, fair, evently and
simultaneously. This obligation can be fullfilled if regional governmenéable to
manage their local potentials which are natural resources potentials, human resources
and financial resources optimaly. As it is, regional government is given autonomy rights
to determine their own Regional Income and Spending Budget (APBDjodtreeir

local needs and potentials. Regional Income and Spending Budget (APBD) is written as
regional government financial policies which are one of several triggers of regional
economic growths.

Basically there are three variants of fiscal decentralitatvthich are linked to the grade

of independency in acquiring regional policy. (1) Releasing responsibilty from central
government circle into regional government instancy vertically (2) Connecting with a
situation which the regional government is conddicie government representation to
execute certain functions on behalf of the government. (3) devolution as connecting to
a spesific situation but also authority to decide what have to be done locally.
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It is interesting to see that if a country is decdiéing larger spending responsibility

than the available resources, then the level of services will be decreasing or regional
government will pressure central government to give additional fund. And if there are
more fund than spend which are decentihfy, then regional fund mobilitation can be
decreased and imbalancing of macro economy could occure.

If the goodness of decentralitation is followed by increasing resources mobility and
depressure of central financial, increasing accountability, andasicry common
performance and responsibilty then decentralitation is something valuable.

With fiscal decentralitation, regional government is urged to increasing their economy
strenght, so that they can compete with other regional government throughggainin
regional government capital into investment needs. So it is necessary to make a study
about fiscal decentralitation effect on economic growth and investment in East Java.
Based on the descriptions above, iate:can be
(1) How is the implementation of fiscal decentralitation in East Java Province? (2) How
are the economic growth of East Java Province? (3) How is the investment growth on
East Java Province? And (4) What is the effects of fiscal decentralitatioconaneic

and investment growth on East Java Province ?

THEORETICAL FRAMEWORK

FISCAL DECENTRALITATION

Fiscal Decentralitation is granting authority to regional government to dig up income
resources, rights to achieve transfer from higher rank of govetamand decide
routine spending and investments. In short term regional government is given
opportunity to decide the regulation of budgeting.

Regional autonomy and fiscal decentralitation, in formally legal, is written in Laws
(UU) number 32 Year 2004 abbRegional Government and Laws (UU) number 33
Year 2004 about Financial Balance Between Central Government and Regional
Government. Both laws are regulating basics of hand over authority into regional
government and funding over implementation of thahawiy. Beside that, there is also
Laws number 28 Year 2009 about Regional Tax and Restribution which are regulating
basics about Regi onal Government 6s aut hor i
regional society in order to earn income resource for nagjidevelopment. Both basics
laws and laws about regional tax and retributions mentioned above, basically are linked
in one basic principal that is commonly namednasney follows functionin this
principal, functions which are given to regional by Lawsmber 32 Year 2004 is
followed by funding to accomodating those functions.

In order to implementation of fiscal decentralitation, main instrument which is used is
giving authority to the regional government to collect taxasirig powey and transfer

into regionals. Although regional government authority to collect regional taxes is very
limited, nevertheless year by year there is increasing role of regional income (PAD)
upon Regional Income and Spend Budget (APBD).
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ECONOMY GROWTH

According to Sadom Sukirno (1996:33), economic growth is process of accelerating
output per capita which is continously in long term. The economic growth is one of the

i ndicator of devel opmentds success. Hi gher
higher society welare, although there are other indicator which is income distribution.
Adam S meoryhod 6&rowth(17231790) mentioned there are two aspects of
economic growth which are (1) total output growth, measuredsimss Domestic
Products(GDP) orGross NationaProducts(GNP); (2) Population Growth.

Benefits of Economic Growth among others as follows : speed of growth is to measure
economic progress as the result of national developments, income per capita is used to
measure level prosperity of the populatiaas the higher income per capita with
constant work means higher level prosperity of the populations and their productivity.

INVESTMENT GROWTH

Investment can be define as nett addition to existing capital stock (Nanga,2005:123) or
investment is a relidiund acquired by an industrial field or others which is come from
overseas or domestic, conducted by the government to financing a project, or expanding
existing projects to fulfilled increasing needs of life of the population.

According to Dornbusch (199468) investment is spendings to increase or maintaining
capital stocks. While according to Samuelson (2004:137) investment growth has
increadibly major role in economic growth, because : (1) investment is a quite large and
dinamic spending components, shumajor change in investment very influences
agregat s demand and eventwually also infl
Investment collects accumulations of capital, by develop a number of buildings and
usefull tools, potentials output of a nationre&ses and so will the long term economic
growth too. Therefor investment is playing two major roles which are determines
number of output and incomes.

RESEARCH METHOD
This research is a quantity descriptive research, which is a study to explain in detail
about certain phenomena and supported by data and quantitative analyze.

TYPE AND DATA SOURCE

Type and Data Source used in this study is secondary data. Secondary data is panel data
which is time series data from year 268%BL1 and cross section from 3&gencies or

cities in East Java Province.

RESEARCH PROCEDURE

This study has several main steps as follows : (a) Preparation and Making of Study
Instruments, (b) Implemantation of Data Collecting based from the instruments, (c)
Editing and Data Analysisnd (d) Making tje report.
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RESEARCH VARIABLE
Table 1Research Variable
Construct Variable | Notation | Manifestation Variable (Indicator)

1.1. PAD / Total Regional Income

1. Fiscal 1. 2. Balance Fund / Total Regional Income
Desentralitation 1. 3. Bd&anceFund / Total Regional Income

1. 4. Public Allocation Fund / Total Regional Incon

5. Spesific Allocation Fund / Total Regional

Income
2. Investment 2.1 GrowthPMA(X2.1)
Growth X2 2.2 GrowthPMDN (X2..9)
2. Economic 2.1 R@gionalDomestic Product GrowtBruto upon

Y1

Growth constant basic pricg)

CONCEPTUAL FRAMES :

X1.

\ FISCAL
X1 ™~ DECENTRALITA
~ /' TION (X1)

ECONOMIC

X1. GROWTH (Y)
X1. /
X2.
X2. /

Figure of Conceptuaframework

ANALYSIS DATA AND DISCUSSION

Administratively, East Java are consisted of 29 regencies and 9 cities, making it the
province with largest amount oégencies/cities in Indonesia, consist of 30 regencies
and 8 cities.
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ECONOMIC GROWTH

Economic data growth of East Java, while is compared with national economic growth,
shows that it is always higher than the national economic growth. It is shthaingast

Java Province has strategic economical role in national scale. East Java Province is
having a significant economic growth compared with other regional economic growth.
The significant economic growth that East Java has, is marked with sectmndh g

which East Java has 3 leading sectors, that have become main thrust of economic
growth.Those sectors in succesively as follows trading, hotels and restaurants is
29,47%; processing industries is 27,49% and farming is 15,75%.

Regional that have ecomic growth rate above the average East Java economic growth
rate (5,9) are Tulung Agung Regency (6,43); Bojonegoro Regency (7,81); Tuban
Regency (6,01); Gresik Regency (6,87); Blitar City (6,58); Malang City (6,15);
Pasuruan City (6,42); Mojokerto City 63); Madiun City (6,02); Surabaya City (6,86);

and Batu City (7,13); while others which have the lowest economic growth rate is
Pacitan Regency (4,41).

From data that is showing in year 2002, 2006 and 2009 approximately 50% of regencies
and cities in Easlava showed economic growth rate higher than East Java economic
growth. There are four factors that are influencing economic growth which are human
resources, natural resources, capital gain and technology.

Table 1Numbers of Regencies/Cities which Haviglitr Economic Growth Than East
Java Economic Growth

Year Number Of procentage
Regency/City
2001 12 32 %
2002 18 47%
2003 11 29%
2004 8 21%
2005 10 26%
2006 24 63%
2007 13 34%
2008 12 32%
2009 22 58%
2010 9 24%
2011 8 21%

Source : BPS Jawd imur,edited

FISCAL DECENTRALITATION

Region which has Regional Income by Total Regional Income Rate higher than
Regional Income by East Java Income Rate are Sidoarjo Regency (18,8%); Jombang
Regency (11,4%); Tuban Regency (11,6%); Kediri City (12,5%gtalg City (12%)

and Surabaya City (31%) while the lowest ones is Pacitan Regency (4,2%).

Regional Income (PAD) of East Java Regency contribution are only around 10% of
total regional income for the last ten years. While Surabaya City is placed in highest
rank because its income reaches 45% of total regional income. Then regional income of
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Sidoarjo reaches 21% of its total regional income in 2011. Based on Relationship
Pattern of Regional Ability, most regencies and cities in East Java are still instructive
exclude Surabaya City which has consultative relationship.

From the financial side of the country, implementation of fiscal decentralitation policy
have brought consequences upon changing fiscal management maps substantially. But,
up until now, source foregional development funds in Indonesia is reflecting
dependency upon endowment and aid from central government.

For ten years, it is showed that contribution of balance funds rate in East Java Province
upon East Java Total Income is 89,3%. Regionswhave less contribution of balance
funds rate than contribution balance funds rate of East Java are Kediri Regency (85%);
Sidoarjo Regency (79%); Gresik Regency (82,8%); Tuban Regency (88,9%); Kediri
City (88,4%); Blitar City (85,9%); Probolinggo City (@80); Surabaya City (61,4%);

Batu City (76,9%)

Balance fund of East Java Province for ten years showed that contribution balance funds
rate of East Java by Total Income of East Javais 89,3%. While regions which have
lower contribution balance funds ratethcontribution balance funds rate of East Java
are Kediri Regency (85%); Sidoarjo Regency (79%); Gresik Regency (82,8%); Tuban
Regency (88,9%); Kediri City (88,4%); Blitar City (85,9%); Probolinggo City (86,2%);
Surabaya City (61,4%); Batu City (76,9%)

Balance funds from 2001 to 2011 tendenciously decreasing. As proved, East Java
Province in 2001 has balance funds of 88% from its total regional income. And it is
decreasing into 71% in 2011. It is also happening in regencies / cities, it is decreasing
significantly. It is showing that fiscal decentralitation will be implemented well.
Significant decreasing happens on Surabaya City. In 2001 its balance funds is 67% of
total regional income, becoming 34% in 2011. There have been 33% decreasing.

INVESTMENT GR OWTH IN EAST JAVA

Based on data from Capital Investment Agency (BPM), business fields on East Java are
divided into three groups which are primary sector, secondary sector and tertiary sector.
In further studies in secondary sector, sub sector thatlé&sge demands by domestic
investor are chemistry industry, foods industry, non metal mineral industry, metal
industry and textile industry. It is showed by the large amounts of companies proposing
for business expansion on that sub sector mentioned.

DATA ANALYSIS
As follows are processed data SPSS using all collected datas, blank datas is assumed
have zero value and included in calculation.

EFFECTS OF FISCAL DECENTRALITATION UPON ECONOMIC GROWTH
Calculation result with SPSS software shows #djusted RSquare valuas 0,203. It
means that 20,3% PE variant can be explained by variation of fourth independent
variables DAK, DP, PAD and DAU. While the rest (100920,3% = 79,7%) is
explained by causes beside the models. While probability value (Sig.)08. O;Bis

value is lower than 0,05 (5%), then the fourth independent variables DAK, DP, PAD
and DAU all together influences significantly upon PE.
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Partial test result shows that from fourth independent variables DAK, DP, PAD and
DAU, individually PAD and DAJ variables influences significantly upon PE because
probability value (Sig.) below 0,05 (5%). While DP and DAK individually does not
have any significant influences upon PE.

EFFECTS OF FISCAL DECENTRALITATION UPON INVESTMENT
GROWTH (PMDN)

Calculation reslt with SPSS software shows thadjusted R Square valug 0,038. It
means that 3,8% PMDN variant can be explained by variation of fourth independent
variables DAK, DP, PAD and DAU. While the rest (100%8% = 96,2%) is explained

by causes beside theonels. While probability value (Sig.) is 0,002. This value is lower
than 0,05 (5%), then the fourth independent variables DAK, DP, PAD and DAU all
together influences significantly upon PMDN.

Partial test result shows that from fourth independent varidiwds, DP, PAD and
DAU, individually PAD and DAU variables influences significantly upon PMDN
because probability value (Sig.) below 0,05 (5%). While DP and DAK individually does
not have any significant influences upon PMDN.

EFFECTS OF FISCAL DECENTRALITA TION UPON INVESTMENT
GROWTH (PMA)

Adjusted R Square valug 0,036. It means that 3,6% PMA variant can be explained by
variation of fourth independent variables DAK, DP, PAD and DAU. While the rest
(100%- 3,6% = 96,4%) is explained by causes beside theéetaoWhile probability
value (Sig.) is 0,002. This value is lower than 0,05 (5%), then the fourth independent
variables DAK, DP, PAD and DAU all together influences significantly upon PMA.
From fourth independent variables DAK, DP, PAD and DAU, indiviguaAD, DAU

and DAK variables influences significantly upon PMA because probability value (Sig.)
below 0,05 (5%). While DP individually does not have any significant influences upon
PMA

EFFECTS OF INVESTMENT GROWTH UPON ECONOMIC GROWTH

Adjusted R Squarealue is negative 0,003. Because it is negative tAeljusted R
Square valuas assumed zero value. It means that variants PMA and PMD can not
explain variants of PE.

Probability value (Sig.) is 0,608 which is much larger than 0,05% (5%), then
independent ariable PMA and PMD equally does not influence significantly upon PE.
From both independent variables, PMA and PMD, individually those variables does not
influence significantly upon PE because they have probability value (Sig.) much above
0,05% (5%).

EFFECTS OF FISCAL DECENTRALITATION AND INVESTMENT GROWTH

UPON ECONOMIC GROWTH

Adjusted R Square valug 0,218. It means that 21,8% variants PE can be explained by
variants of sixth independent variables DAK, DP, PAD, DAU, PMD and PMA. While
the rest (100% 21,8% = 78,2%) is explained by causes beside the model. Probability
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