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ABSTRACT 

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

creating the entrepreneurial personality characteristics and to compare the 

effect on entrepreneurial personality between male and female employees in 

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

test, the results of the study are simultaneously all the components of 

entrepreneurial corporate cultures (X1 to X6) which are: creative innovation, 

cooperation, open-communication, organizational risk-taking, tolerance of the 

creative talents, and acceptance to the criticism, bring the effect to create the 

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

of components (X1 to X6) influences the entrepreneurial personality 

characteristics (Y) of the employees, except ñcooperationò component brings 

the negative influence to the entrepreneurial personality characteristics. The 

ñopen-communicationò brings the highest regression value to Y variable while 

R2value is less than 50% so Y variable might be influenced by other factors not 

discussed in this paper. The result of independent t-test shows the difference 

between male and female employees in Surabaya on the effect of 

entrepreneurial corporate culture to the entrepreneurial personality 

characteristics with coefficient 0.422. 

 

Keywords: Entrepreneurial Corporate Culture, Corporate Culture, 

Entrepreneurial Personality Characteristics 

 

INTRODUCTION  

 

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

ñinnovationò, ñcreativityò and ñrisk-takingò, besides the culture either national or 

company  level cultures 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 ventures established. 

The globalization, however, is bringing more investments to Indonesia, many 

manufactures, service industries, finance and banking industry, education institutions 

and retail industries are invested and operated .especially in Surabaya as the capital of 

East Java Province with about 3 million population in it and 1.35 million people are 
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working in either private or state-owned companies/institutions in Surabaya city. This 

population is mixed of originates and urbanized people from counties or towns around 

Surabaya and even from other provinces and islands. This mixture brings more 

complication to define its basic culture. In addition to this, the global companies 

investing in Surabaya enrich this city with many cultures introduced to society through 

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 to change to be more 

innovative and then they need to support their people within with the eagerness and 

readiness to change and do something different than they used to do. Study by Shihab, 

et al.(2011) found the significant relationship between organizational culture and 

entrepreneurial orientation among its employees.  Many years ago, basically, male and 

female characteristics in Indonesia differed by the conditions of its independences, risk-

taking, ability to perceive failures and other personality characteristics of an 

entrepreneurship. Yet, the culture in national level is currently changing, indeed. 

Surabaya, the second largest city in Indonesia, currently indicated to have some changes 

in cultures and even values and norms. While in the past, the basic culture 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 social and culture life.  

This paper will examine the effect of entrepreneurial corporate culture to create the 

employeesô entrepreneurial characteristics in Surabaya and then try to see whether the 

effect is different to male and female employees.  

 

LITERATURE  REVI EW 

Corporate Culture 

Organizational culture is 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 composing 

organizational culture. They include individual initiative, risk tolerance, direction, 

integration, management support, control, identity, reward system, conflict tolerance 

and communication patterns.  (Sepehri and Khayati, 2013). 

Defining the term ñcorporate cultureò needs an introduction of culture in its existence 

within an organization or corporate (later, it will be mentioned as ñcorporateò). Schein 

(2010), stated that the concepts about culture are: Structural stability: implies that it is 

not only shared but also stable because it defines the group; depth: culture is the deepest, 

often unconscious part of a group and is therefore less tangible and less visible; breadth: 

after characteristic of culture is that after it has developed, it covers all of a groupôs 

functioning. Thus, culture is pervasive and influences all aspects of how an organization 

deals with its primary task, its various environments, and its internal operations and the 

last concept is; patterning or integration which is implied by the concept of culture and 

that further lends stability is patterning or integration that ties together the various 

elements and resides at a deeper level. Culture, based on Schein (2002), then implies 

that rituals, climate, values and behaviors tie together into a coherent whole and this 

pattern or integration is the essence of what we mean by culture. Disorder or 
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senselessness makes anxiety and hard work to reduce that anxiety by developing a more 

consistent and predictable view of how things are and how they should be.  

Thus, in a corporate, culture will affect the way how the strategy is determined, goals 

are established and organization operates. Finally, Schein (2010) defined formally that 

an organization culture (this paper refers to it) is ñA pattern of shared basic 

assumptions that a group has learned as it solved its problems of external adaptation 
and internal integration, that has worked well enough to be considered valid and 

therefore, to be taught to new members as the correct way to perceive, think, and feel in 

relation to those problems.ò  
The cultures somehow, affecting the corporate ways come from macro level (laws and 

economic institutions) and micro level (the organization is influenced through a number 

of cultural elements relating to employer-employee relationships and behaviour among 

employees).  

 

Entrepreneurial Corporate Culture  

The understanding of basic culture concepts within a corporate will support the better 

idea to the entrepreneurial corporate culture. Kotter (1996) in Morris & Kuratko (2002) 

noted that ñ culture changes only after you have successfully altered peopleôs actions, 

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 performance improvementò. 

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, continuous 

reinforcement, result, and extensive internal communication (Morris & Kuratko, 2002).  

Definition of entrepreneurial corporate culture is not clearly described, but its core 

meaning refers to corporate which is consistent with entrepreneurship and most 

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; 

- Hands-on management; 

- Doing the right things; 

- Freedom to 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 resistance and 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 other important 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 innovating. Failure 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 
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if learning is taking place. So, the real problem with failure point of view is how a 

corporate conceptualizes failure. (Morris & Kuratko, 2002). However, the study by 

Sepehri & Khayati (2013) indicates that there is a significant relationship between the 

components of organizational culture and corporate entrepreneurship. 

Stevenson (1983) in Gathungu, et al. (2014) conceptualized entrepreneurship as a 

management approach that has at its heart an all-consuming passion for the pursuit and 

exploitation of opportunity without regard to resources currently controlled and 

contrasted entrepreneurial 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 corporate culture are: creative innovation, cooperation, 

open communication, organizational risk-taking, tolerance of the creative talents, and 

criticism acceptance.  

Creative innovation has many definitions and indicators but basically it is characterized 

by dynamic environment with its new product or procedure or a new management 

strategy to an enterprise (Razavi et al., 2012). The product development is one of the 

duties of research and development in the institution, organization or corporate. 

Cooperation tends to be 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 risk-taking is defined as the ability of the organization members to 

believe reasonable risk-taking and learning from mistakes and even failures (Razavi et 

al., 2012). Open-minded and informal culture perhaps is easier to adjust with mistakes. 

The other component is tolerance of creative talents which refers to supports that given 

to the creativity of the employees in doing their tasks. The last component proposed by 

Mc Guire as cited in Razavi et al (2012) is criticism acceptance which needs the open-

minded leaders in organization or corporate because it refers to acceptance to the 

comment from dissatisfied employees and the cooperation between management and 

employee to resolve their dissatisfaction. This paper uses those term based on Razaviôs 

with some adaptation to the proper situation. 

Mars (2008) in his study shows four distinct environment about corporate cultures; 

piazzas, modules, pyramids and keeps. To each ñcorporate cultureò he equated an 

appropriate form of enterprise: piazza to entrepreneurialism, modules to 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 competitive arena. 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, 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. They considered that 

empowerment is an antecedent of innovation capability and 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 
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usually ask feedback from their supervisors and motivated by the praise 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 the managersô decisions on innovations and increase their participation 

in the innovation process (Cakar & Erturk, 2010). 

 

Entrepreneurial Orientation  

Although in this paper, entrepreneurial orientation specifically is not discussed, but this 

term seems to be the other effect of entrepreneurial corporate culture. Some empirical 

studies suggest that EO is a multi-dimensional construct and can be evaluated from 

different perspectives. Millerôs (1983) work, which views the EO construct as 

innovation, risk-taking, and proactiveness, is the basis for several studies. Later, a 

number of studies have established innovation, risk-taking, and proactiveness as EO 

dimensions. Lumpkin and Dess (1996) in Shihab et al., (2011), defined each EO 

construct as follows:  

1. Autonomy is one of the most important stimuli for the entrepreneurs in running 

ventures and described as an independency of an individual or a team to 

develop business vision and carry it through 

2. Completion here is defined as the strong autonomy whenever the entrepreneurs 

supported with cultures that endorse them to be independently and 

opportunities seekers.  

3. Innovativeness refers to willingness to support new ideas, creativity, novelty, 

technological leadership, experimentation, and R&D in the development of 

new processes. It also gives large contribution to the presence of 

entrepreneurship. If there is supporting culture which supports the creation of 

new ideas, experimentation, original solutions to problem, and creative process 

then innovativeness will give the positive results.  

4. Risk taking is defined as willingness to accept uncertainty, seizing opportunity 

in the marketplace by making large resource commitment with expectation to 

achieve high returns. Risk-taking behavior and commitment to resource will 

bring an entrepreneur to harvest the benefits.  

5. Competitive aggressiveness is about firmôs tendency 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 component of EO because without competitive aggressiveness, firm 

would not be able to survive and success in starting up a new venture. Since 

proactiveness dimension is identical to competitive aggressiveness and 

therefore is excluded in this present paper. 

An organizationôs culture represents the coherent pattern of values and beliefs that have 

evolved as successful solutions to past challenges (Schein, 1990). Culture represents an 

important contextual factor that can foster discretionary knowledge-sharing behaviors 

(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 
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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 common characteristics to 

identify 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 problem solving; realism 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) 

in his ñResearch about Living Entrepreneursò (Kuratko & Hodgetts, 2007) found 42 

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 Soo Ji Min in 1999 (Kuratko & Hodgetts, 2007), there are the 

top ten of twenty-first century characteristics of entrepreneurs such as: recognize and 

take advantage of opportunities; resourceful; creative; visionary; independent thinker; 

hard worker; optimistic; innovator; risk taker; leader.  

In this paper, the characteristics to define entrepreneurial personality are based on the 

components studied by Razavi et al. (2012) whose definitions adapted to this research 

topic and use other reference too. Those eight characteristics are:  

1. Risk-Taking, in this paper considered as calculated risk taking, as the extent 

to which a person takes the solving complex issues and offering a variety of 

ways to reasonable risks and has the power to face great risks and problems. 

The óriskô term here is considered calculated and carefully thought-out 

manner (Kuratko & Hodgetts, 2007).  

2. Internal Locus of Control, as Kuratko & Hodgetts (2007), is the belief that 

either success or failure of their business is not governed by fate, luck or 

similar forces. It is about their accomplishments in controlling and 

influencing their businessô outcomes after their actions.  

3. Success-Seeking, as Razavi et al (2012) proposed it as an individualôs 

motivation to succeed and try to achieve goals.  

4. Expressiveness of thought: It is the amount of a personôs ability to convey 

complex concepts. It 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 term as the extent to which an 

individual cares about doing work and achieving results. Kuratko & Hodgetts 

(2007) stated in other term with similar definition to it as ñdrive to achieveò 

that appears to others to be internally driven by a strong desire to compete, 

excel against self-imposed standards, pursue and attain challenging goals.  

6. Tolerance of Ambiguity is defined as the extent to which a person 

entrepreneursô personality characteristics to accept instability and change and 

works in conditions of uncertainty and ambiguity (Razavi et al., 2012).  
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7. Dreaming is also characteristics attached to entrepreneur because it refers to 

the amount of a personôs imagination of organization belief in working with 

others to achieve the different issues and the power of mental imagery. 

(Razavi et al., 2012). Later 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. Challenge-seeking is defined as the amount of interest in taking challenges 

and the ability to deal with difficult and complicated issues (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 desired-result.   

However, to be an entrepreneur does not need any extraordinary talent. It needs some 

skills such as initiative, imagination, a clear vision and confidence. Most entrepreneurs 

want to make the world a more pleasant place to live. (Kume, et al., 2013) 

 

Gender Issues in Entrepreneurial Characteristics 

There are also some other important differences which distinguish women from men in 

this profession. The following are the most dominant (Radoviĺ-Markoviĺ, 2009):  

1. Women start businesses to accomplish flexibility, independence and to free 

themselves from corporative boundaries. Besides that, many women look 

for personal satisfaction through running a business independently, to create 

space for advancing in a career, to create a safe future and the possibility of 

a choice of life style and work style.  

2. Women are often motivated to start their own business because of the 

dissatisfaction with their status in their jobs.  

3. More than half of women owners (53%) are guided by intuition when they 

start and run a business, while men (71%) are guided only by logic.  

4. Two thirds of women (60%) compared to male business owners, examine 

all possibilities before they make a decision and start some action, gather 

information from their consultants and entrepreneurial associations more 

than men do, successfully weigh up every possibility and balance different 

tasks and priorities as well. (Radoviĺ-Markoviĺ, 2013): 

The paper of Radoviĺ-Markoviĺ (2009) elaborated some 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 age of globalization. That is, the recognition of the 

capacity of women entrepreneurs in our global community is no longer a matter of 

debate. (Radoviĺ-Markoviĺ, 2013).   

Gender differences, for Spain case, in entrepreneurial intentions and agentic traits 

frequently linked to entrepreneurship (locus of control, entrepreneurial self-efficacy, 

risk-taking propensity, and proactiveness) were examined and the result showed gender 

differences in entrepreneurial intention and entrepreneurial self-efficacy, in the sense 

that men felt themselves more efficient and oriented to create a new venture than 

women. Nevertheless, major area and age explained differences in the variables studied 

better than gender. (Jose & Licciardello, 2012).  
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Relationship between Corporate Culture and Entrepreneurial Personal 

Characteristics 

 

In other words, there is no significant difference between employeesô viewpoints on 

corporate entrepreneurship and organizational culture, in terms of gender. (Sepehri & 

Khayati, 2013). Hian Chi Koo (1996) in Razavi et al. (2012) found that success-seeking, 

internal locus of control, risk-taking, ambiguity tolerance, self-reliance and innovation 

as factors to lead people get tendency to entrepreneurial activities.  

Razavi et al (2012) in their study found the negative correlation between creative 

innovation, cooperation and tolerance of creative talents the personality characteristics, 

open communications and organizational risk-taking. 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 organizational risk-taking and open 

communication have positive correlation between organizational risk-taking 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 the skill of 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 the hypothesis generated in this paper are:  

I. There is simultaneous effect of Entrepreneurial Corporate Culture to the 

Entrepreneurial Personality Culture among the employees 

II.  There is partially effect of Entrepreneurial Corporate Culture to the 

Entrepreneurial Personality Culture among the employees 

III.  There is a difference in the effect of Entrepreneurial Corporate Culture to 

the Entrepreneurial Personality Characteristic between male and female 

employees 

 
Figure 1. Research Model 

Cooperation 

Open Communication 

Organizational Risk-

Taking 

Tolerance of the Creative 

Talents 

Criticism Acceptance 

 

 

Entrepreneurial 

Personality Characteristics 

Creative Innovation 



The First International Conference on Entrepreneurship 

Book One  9 

 

 

RESEARCH METHODOLOGY  

This quantitative research is conducted by purposive non random sampling method 

using questionnaires and measured in Likert Scale (1-5). The sample size is 100 

respondents collected from 15 June-21 June 2014. The analysis techniques are multiple 

linear regressions to examine the effects of components in Entrepreneurial Corporate 

Culture to the Entrepreneurial Personality Characteristics and also independent t-test for 

comparing the gender (male and female).  

 

 
Figure 2. Research Framework 

 

The measurement tools used in this research is questionnaires 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 

indicators are as shown in Table 1.   
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Entrepreneurial Personality Characteristics between Male and Female 

Employees  

 



The First International Conference on Entrepreneurship 

Book One  10 

 

 

Table 1. Operational Variable Definition 

 

 

 

 

Research 

Variable 

 

Definition  Indicators Measurement 

Creative 

Innovation (X1) 

Based on 

Razavi et al. 

(2012) 

- Corporate always does the innovation  

- R&D operates well 

 

Likert Scale:  

 

1= strongly disagree 

2 = disagree 

3 = neutral 

4 = agree 

5 = strongly agree 

 

Cooperation (x2) Based on 

Razavi et al. 

(2012) 

- The corporate encourages team-work   

among  the employees 

- The corporate motivates employees 

to work in team 

- Collaborative environment through 

team-work is created within the 

corporate 

 

Open 

communication 

(X3) 

Based on 

Razavi et al. 

(2012) 

- The freedom for every employee to 

share his/her ideas openly  

- Management communicates openly 

and transparently to its employees 

- There is two-ways communication 

within the corporate  

 

Organizational 

risk-  

taking (X4) 

Based on 

Razavi et al. 

(2012) 

- The corporate dares to take risks 

- The corporate gives opportunity to 

try new ideas.  

- The corporate appreciates every new 

idea  

 

Tolerance of 

the creative 

talents (X5) 

Based on 

Razavi et al. 

(2012) 

- The corporate motivates its 

employeesô creation in doing their 

tasks.  

- The corporate motivates its 

employees to solve the task problems 

in different ways 

 

Acceptance to 

Critics  (X6) 

Based on 

Razavi et al. 

(2012) 

- the corporate (management) accepts 

the critics from employees positively  

- - The disputes between corporate and 

employees is solved by themselves  

Entrepreneurial 

Characteristics 

(Y) 

Based on 

Razavi et al. 

(2012) 

- Risk-taking 

- Internal locus of control 

- Success ï seeking 

- Expressiveness of thought 

- pragmatism 

- Tolerance of ambiguity 

- Dreaming  

- Challenge-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 22-28 years old, 31% is 15-21 years old, 12% is 29-35 

years old and only 2% aged 36-42 years old while only 1% above 42 years old. Among 

the respondents only 12% is married and 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 State-owned companies (SOE companies) and 8% work in foreign 

private companies in Surabaya. Their corporate/institutions have various number of 

employees. Less than 50 employees is the most based on the respondentsô information 

(45%). Only 17% of respondents work in companies employing more than 300 people, 

23% ranged 51-100 employees and only 15% work in companies which employ 101-

300 people.  

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

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

this case is not intensively discussed in this study. Table 2 shows the variety of business 

fields gathered from respondentsô workplaces. 

 

Table 2. Business Fields of Respondentsô Workplace 

  Frequency Percent 

Valid 

Percent 

Cumulative 

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 

Technology/Engineering 
10 10.0 10.0 44.0 

Retail 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 11.0 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 respondents is 1-3 years. 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 working for 4-6 years.  

Towards the questionnaires as the measurement tool, the validity test shows that Item 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 and re-tested. After re-

test, all the items are valid and no more item rest after round 1 is removed. Reliability 
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test to the items is done and the item 18 and item 20 must be removed and the other test 

must be executed. The second round of reliability test shows that all rest items are 

reliable after those two items removed. In the column ñCorrected Item-Total 

Correlationò all the itemsô values are more than 0.361 (based on the r table for N =30, 

and significance= 5%). The Cronbachôs Alpha value is 0.925 and it exceeds the 

minimum value 0.6. 

So, five statements in questionnaires must be deleted in prior to the process of linear 

regression analysis, are ñyour workplace always does the product innovationsò, ñyou do 

your job with responsibilityò, ñYou are driven to reach the targetò, you donôt have 

difficulties to explain and express your thoughts in your workplaceò, ñYou have the 

ideas about your company/institutionôs futureò. The last four statements refer to internal 

locus of control, success-seeking, expressiveness of thought, and dreaming as the 

indicators of entrepreneurial personality characteristics. Other indicators of this 

dependent variable are measured by other five indicators: risk-taking, pragmatism, 

tolerance of ambiguity and challenge-seeking.  

 

Table 3. Correlation 

   

Entrepr

e 

neurial 

Charac

te 

ristics 

Creative 

Innovati

on 

Cooperati

on 

Open 

Commu

ni 

cation 

Organizatio

nal Risk-

Taking 

Toleran

ce to 

Creativ

e 

Talents 

Accep 

tance to 

Criticis

m 

Pearson 

Correlati

on 

Entrepreneur

ial 

Characteristi

cs 

1.000 .310 .401 .454 .472 .421 .407 

  Creative 

Innovation 
.310 1.000 .422 .379 .347 .255 .289 

  Cooperation .401 .422 1.000 .769 .538 .541 .473 

  Open 

Communicati

on 

.454 .379 .769 1.000 .400 .390 .333 

  Organization

al Risk-

Taking 

.472 .347 .538 .400 1.000 .474 .620 

  Tolerance to 

Creative 

Talents 

.421 .255 .541 .390 .474 1.000 .502 

  Acceptance 

to Criticism  
.407 .289 .473 .333 .620 .502 1.000 

Source: primary data processing 
 

The correlation between organizational risk-taking and entrepreneurial personality 

characteristics is the highest correlation value (0.421), while the creative innovation is 

the least (0.310). The other components 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 correlation of independent variables and 

dependent variable (Entrepreneurial Characteristics). It is also noticed that the value of 
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R2 is 0.354, means that the independent variables are not strong enough to influence the 

dependent variable.  

The low correlation value of creative innovation to the entrepreneurial characteristics 

can be understood since most of respondents have been working 1-3 years in the same 

(current) companies and their average age is ranging from 22-28 years old and still 

single. In this age and 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 people. The term creative innovation here refers to companyôs culture to 

innovate and use its R&D effectively. Seemingly, most employees do not pay intention 

to R&Dôs job.  

However, all indicators of ñorganization risk-takingò are valid and reliable to be used in 

the analysis and this variable is correlated to entrepreneurial personality characteristics 

of the employees. Company welcomes new ideas from its employees and this attitude 

towards new ideas correlates to entrepreneurial characteristic personality.  

 

Table 4. Regression Analysis  

Model   

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B 

Std. 

Error Beta B 

Std. 

Error 

1 (Constant) 10.881 1.729   6.292 .000 

Creative Innovation .356 .357 .093 .996 .322 

Cooperation -.710 .505 -.212 -1.406 .163 

Open 

Communication 
1.230 .435 .371 2.826 .006 

Organizational 

Risk-Taking 
.366 .171 .247 2.143 .035 

Tolerance to 

Creative Talents 
.721 .384 .198 1.875 .064 

Acceptance to 

Criticism 
.410 .442 .104 .928 .356 

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 I. Regression equation is Y= 10.881+ 0.356 X1 ï 0.710 X2 + 1.230 X3 + 

0.366 X4 + 0.721 X5 + 0.410 X6. 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 basic values of the employees 

personally is. 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 value of R2 (0.354) indicates that the 

independent variable (entrepreneurial personality characteristics) might be influenced 

by the other factors not described in this paper. So, 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 and organization operates because it is a pattern of shared basic assumptions 

that a group has learned as it solved its problems of external adaptation and internal 

integrationand somehow, affecting the corporate ways in employer-employee 

relationships and behaviour among employees.  

The result of regression analysis shows that t test value = 6.292 and t table = 1.986. 

Because t value > t table or 6.292 > 1.986, all the independent variables partially have 

the effect to the dependent variable, so hypothesis II is accepted. But partially, it is 

surprising that cooperation has the negative influence to the entrepreneurial personality 

characteristics, and creative innovation is very low but positively effecting 

entrepreneurial personality characteristics. It is oppositely to ñtolerance to creative 

talentsò variable which effects the characteristic positively (highest value compared to 

the other positive effects). 

The negative effect of cooperation can be explained based on definition as the 

teamwork dynamic and collaboration 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 Indonesian people perhaps influences this result since the 

high context culture will be not easily to be aggressive in team work. Marks et al (2001) 

in Lepine (2008) argued that teams orchestrate interpersonal processes both during and 

between episodes, so it needs the interpersonal skills of its members. It then also 

depends on task interdependence proposed by Thompson (1967) as cited in Lepine 

(2008) which stated that when task interdependence in a work unit is lower, members 

work more independently, requisite interpersonal interaction is more limited and then 

member contributions are pooled rather than integrated. Lepine et al. (2008) found that 

task interdependence and team size affected relationships between teamwork processes 

and performance. In terms of entrepreneurship, 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 of Enterprise Risk Management (ERM) implementation and the 

result shows the correlation. They summarized that the organic cultures tend to make 

greater progress in their ERM programs. The organization culture in this study refers to 

how quickly the organization can react to market changes and whether or not the 

organization can successfully steer major changes of its environment.  Linking to 

entrepreneurial corporate culture, Razavi et al. (2012) defined organizational risk-taking 

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 

will influence their employeesô entrepreneurial personality and the result of this study 

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 

employees to be more ready and easily to react to any risks.  

Creative innovation, defined as characterized by dynamic environment with its new 

product or procedure or a new management strategy to an enterprise and tolerance to 

creative talents, defined as supports 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 from open-minded 

and informal culture. Open-mindedness and informal culture are supported by open 

communication and acceptance to criticism as well within the organization. Supported 

by Mars (2008), piazza corporate culture will support and encourage the innovation 

among the employees. innovative culture 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 feedback and 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 respondents work. Some of them do not require the rapid 

innovation or multitalented employees such as banking/finance, construction and retail 

because all jobs have standardized rule and procedures. But if both of them implied in 

manufactures, services or creative industry 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 with others 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 professional as well as personal lives of their subordinates and 

this setting makes employees become more positive to the managersô decisions on 

innovations and increase their participation in the innovation process, relating this 

finding to the respondents characteristics in this paper that most of them are in the 

productive age, so they tend to ask for more information and be active in information 

seeking by communicating more, and also, most respondents work in medium corporate 

with less than 50 employees that brings easier condition to communicate and know each 

other even with the superiors.  

After answering two hypotheses regarding regression analysis, the other hypothesis is 

answered using independent t-test to compare the entrepreneurial personality 

characteristics between male and female employees. Based on respondent description 

this study gets 47 males and 53 females to be analyzed.  

 

  Table 5. Chi-Square Tests 

 Value df 

Asymp. Sig.  

(2-sided) 

Pearson Chi-Square 21.629(a) 13 .061 

Likelihood Ratio 26.880 13 .013 

Linear-by-Linear Association .949 1 .330 

N of Valid Cases 100   

Source: Primary Data Processing 

  

From Table 5, X2 value= 21.629 and X2 table= 22.36203. Due to X2 value < X2 table, in 

this case, there is a difference in entrepreneurial characteristics between male and 

female employees so the hypothesis III is accepted.  

 

 



The First International Conference on Entrepreneurship 

Book One  16 

 

 

 

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 measures (Table 6) show the contingency coefficient is 0.422 and it 

tends to 0 rather than to 1. It indicates that although there is difference in entrepreneurial 

characteristic between male and female employees in Surabaya, the relationship of 

entrepreneurial characteristic and gender is not very strong. However, the differences is 

mostly caused by the basic 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. Although the difference is not so strong but entrepreneurial 

personality such as challenge-seeking, although not described in this paper, seems to be 

stronger in male employees than females because the paradigms that females should 

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 is gender difference, in entrepreneurial intention and entrepreneurial self-efficacy, 

in the sense that men felt themselves more efficient and oriented to create a new venture 

than women but however, major area and age explained differences in the variables 

studied better than gender. (Jose & Licciardello, 2012). In this study, the slight 

differences between 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 culture are relatively the 

same. The study of Radoviĺ-Markoviĺ (2013) also concluded that the recognition of the 

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 corporate-setting, 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 the effect to create the 

entrepreneurial personality characteristics of the employees. Partially, each of 

components influences the entrepreneurial personality characteristics of the employees, 

but only ñcooperationò component bring the negative influence to it. The highest 

influence comes from open communication compared to other independent variables as 

the components of entrepreneurial corporate culture. The independent t-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 some limitations apart of the small number 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 study, 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 future study, the corporate analyzed has identically size, field of 

business and ownership 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 aims 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. In addition to the influence of foreign 

capital market condition, (S&P500) as the external factor of countryôs economy, 

the Indonesia capital market is influenced by economic conditions in the 

country, including the exchange rate and foreign transaction (net 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 

2007-December 2010) and  the period of recovery after global financial crisis 

(January 2011- December 2013).  

This study used a quantitative approach using the Johansen Cointegration Test. 

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 short term 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 relationship to the Indonesia Stock Market. 

 

Keywords: Integration, Stock Market, Cointegration Test, Global 

Financial Crisis.  

    

INTRODUCTION   
Capital market has a role as a source of long-term financing for corporations and 

investors. Integrated world capital markets 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 the investor 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 achievement level of welfare between countries. Thereby it increases 

mailto:ristanti@stikom.edu
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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, politic, and 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 the short term, 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 activity of the 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) plunged 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 markets is a topic 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 began to 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 findings 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. This finding 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 macro-economic aggregates.  

This study focuses on the integration of capital markets of Indonesia and America as the 

country of the crisis origin to determine how much Indonesia is affected by the crisis 

shock. In addition, macro-economic variables such as exchange rate and foreign 

transaction are considered as variables to determine the resilience of 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 world financial 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 lead to negative 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 impact the 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 decrease of stock index 

movements in the stock market. The results of the research supporting this analysis is 

Koh and Mayasami (1996) using a trivariate vector error-correlation model (VECM) on 

the effect of the global market shares of the cointegration in the Singapore Stock 

Exchange, that at the level of the market, America, Japan and Singapore are 

significantly cointegrated in positive.  

Study on integration of stock exchanges in Jakarta, Kuala Lumpur, Manila, Singapore 

and Bangkok was conducted by Kiang-Ping et al (2003) using monthly data from 1998 

to 2002. Conclusion of the results of study suggests that there is a common force that 

drives the stock market of five ASEAN countries which are moving together in the long 

term, mutually dependent (interdependent) and highly integrated and will   move as  part  

of  integrated market. 

 

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 root test, 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 long-term equilibrium relationship of the two variables studied. The 

two variables which are not stationary before differenced but stationary at first 

difference, it is possible for cointegration (there is a long-term relationship between the 

two). Cointegration hypothesis is widely used by researchers to test 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 the identical 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 asset allocation on portfolio diversification. Majid 

and Kassim (2009) explored the standard time series vector autoregressive technique to 

determine whether cross-market relations of Indonesia and Malaysia stock market 

change in the period of before and during the crisis. Research results support the general 

view that the stock market tends to show a greater degree of integration or co-movement 

increased during periods of crisis. 

 

Research Framework  
Capital market integration is a relationship between two or more 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 short-term on capital markets on 

integrated country. Its effects can be positive or negative. If there 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 boost the economy of the countries. However, 

the integration of capital markets can overwhelm the fragile capital markets. This occurs 



The First International Conference on Entrepreneurship 

Book One  22 

 

because the capital markets are susceptible easily affected by capital market volatility 

that occurred in other countries. Investors 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.finance.yahoo.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 of recovery 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 test. The 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 test is done between the independent variables (one by one) and the 

dependent variable to determine the possibility of a long-term relationship between the 

variables. In this study, it is conducted by the Johansen Cointegration Test. Basic 

operational model for this study is:  

 

JCI  = Ŭ0 + Ŭ 1GSPC + Ŭ2kurs + Ŭ3NF + Ů.......... (1)  

 

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 foreign transaction or Nett Foreign Flow/buy-sell). Tests 

were carried out using Eviews 4.  

 

FINDINGS   

Classical Test Assumptions 

 a. Normality Test  

Normality test is done by Jarque-Berra testing. The results show that in the period of 

July 2007-December 2010 and January 2011 ï December 2013, research variables are 

normally distributed with Jarque-Berra value greater than 0.05. 

 

Table 1. Normality Test Result 
Period Dependent 

Variable 

Independent 

Variable 

Jarque 

Berra 

Probability  Conclusion 

July2007-Dec2010 JCI GSPC, kurs, NF 4.4236 0.109503  Normal 

Distribution 

Jan2011-Dec2013 JCI GSPC, kurs, NF 0.766107 0.681776 Normal 

Distribution 
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b. Multicollinearity  Test 

To know whether the data used are free from multicollinearity or not, auxiliary 

regression is performed. The followings are the results of multicollinearity test using a 

correlation matrix. 

 

Table 2. Multicolinearity Test Result 
Period of July2007-December2010 Period of January2011-

December2013 

Variab

le 

GSPC Kurs  NF GSPC Kurs  NF 

GSPC 1 -

0.72380037956

7 

0.08456173792

27 
1 0.8962092

87 

-

0.2977774

58 

Kurs  -

0.72380037956

7 

1 0.02490261974

86 

0.8962092

87 

1 -

0.3009499

67 

NF 0.08456173792

27 

0.02490261974

86 

1 -

0.2977774

58 

-

0.3009499

67 

1 

 

From the correlation matrix above, it is known that in the period of July 2007 - 

December 2010 and the period of January 2011 - December 2013, there are 

multicollinearity disturbance in the presence of serial correlation on the exchange rate 

and GSPC variables. Correlation values in the correlation matrix that is more than 50% 

indicated a correlation between the independent variables. Prediction models will be 

allowed to contain multicollinearity because the estimator can still be BLUE (Best 

Linear Unbiased Estimator). Winarno (2009) states that BLUE characteristics are not 

affected by the presence or absence of correlation between the independent variables. 

c. Autocorrelation Test  
Testing autocorrelation in this study was performed using the Durbin-Watson test. 

Winarno (2009) states that the value of d which describes the DW coefficient is in the 

range of 0 to 4. If the value of d is in between 1.54 and 2.46 then there is no 

autocorrelation, and if  the value of d is in between 0 to 1.10, it means that the data 

contains positive autocorrelation . Below is a table of autocorrelation test results of the 

two periods used in this study.  

 

Table 3. Autocorrelation Test Result 
Period Dependent 

Variable 

Independent 

Variable 

Durbin Watson Conclusion 

July2007-December 

2010 

JCI GSPC, KURS, 

NF 

0.543032 Positive 

autocorrelation 

January2011-

December 2013 

JCI GSPC, KURS, 

NF 

0.563547 Positive 

autocorrelation 

 

d. Heteroscedasticity Test  
The following table shows the value of Obs*R-squared probability using White 

Heteroscedasticity Test in EViews. If the probability value is smaller than Ŭ = 5%, it is 
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concluded that the data are heteroscedastic. To ensure that the model equations used are 

free from the problem of heteroscedasticity, we use GLS (generalized least squares) 

method that has been provided by EViews. This method has weighting criteria based on 

cross section weights and activates White heteroscedasticity consistent covariance.  

 

Table 4. Heteroscedasticity Test Result 
Dependent 

Variable 

Independent 

Variable 

Obs*R-squared 

Probability  

Conclusion 

JCI  GSPC, KURS, NF 0.831711 Non heteroskedastic 

JCI  GSPC, KURS, NF 0.766914 Non heteroskedastic 

 

Unit  Root Test 

To test the degree of stationary of data as a prerequisite for co-integration test, a method 

unit root test is done by using Augmented Dickey Fuller test (ADF) testing models. 

Winarno (2009) states that a stationary variable has a value of Prob. smaller than 5%. 

The results show that all study variables are stationary at first different levels except the 

variable of exchange rate for the period of January 2011 to December 2013.  Thatôs why, 

for the next cointegration test, the variable of exchange rate is not included in the test. 

The results of the unit root test are presented in the following table. 

 

Table 5. Unit Root Test Result 
No Variable Period of July2007ïDec 2010 Period of Jan2011-Dec2013 

Level 1st Difference Level 1st 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 dependent and 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. JCI - Exchange Rate variables deal in the 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  JCI ï GSPC July2007 ï December -2010 
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 

Unrestricted Cointegration 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 the hypothesis at the 5%(1%) level 

Trace test indicates no cointegration at both 5% and 1% levels 

 

Table 7. Cointegration Test of JCI ï Kurs July2007 ï December 2010 
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 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 indicates no cointegration at both 5% and 1% levels 

 

Table 8. Cointegration Test of JCI ï Net Foreign Flow July2007 ï 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 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 ** 0.633894 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 indicates 1 cointegrating equation(s) at both 5% and 1% levels 
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Variable JCI ï Exchange Rate is not involved in the cointegration testing for the period 

of January 2011- December 2013 because these variables are not stationary. 

Cointegration test results after the period of January 2011-December 2013 show a 

cointegration between JCI - Net Foreign Flow, whereas JCI ï GSPC variables are not 

cointegrated. Cointegration test results are presented in the following table: 

Table 9. Cointegration Test of JCI ï GSPC January2011- December 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 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 indicates no cointegration at both 5% and 1% levels 

 

Table 10. Cointegration Test of JCI ï Net Foreign Flow January2011- December 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 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 ** 0.516563 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 2 cointegrating equation(s) at the 5% level 

Trace test indicates 1 cointegrating equation(s) at the 1% level 

 

DISCUSION 

 

Series of analysis test on monthly time series data for the period of July 2007-December 

2010 and January 2011-December 2013 show that the variables are not stationary at 

level but stationary at level one (first difference), except for the variable of exchange 

rate for the period of January 2011-December 2011,  so the variable of exchange rate is 

not included in the modeling. Although it has the same order of integration, at the first 

difference, by using the Johansen Cointegration Test, there is no cointegration at JCI - 

GSPC, and JCI - Exchange rate (for the period of July 2007 - December 2010). 

Similarly to JCI - GSPC for the period of January 2011 - December 2013. This means 
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that there is no equilibrium in the long-term on the variable relationship of JCI - GSPC 

and JCI - Exchange in the period of July 2007 - December 2010, JCI - GSPC January 

2011- December 2013. Cointegration relationships found in JCI - Net Foreign Flow in 

two periods of the study. It is claimed that there is equilibrium in the long-term in the 

relation of JCI-Net Foreign Flow in the period of crisis and the recovery from the crisis. 

The absence of long-term equilibrium in the relationship between JCI - GSPC in the 

period of crisis and the recovery period show that the Indonesian capital market 

conditions are affected quite strongly due to shock at the S&P500 stock market. This is 

indicated by the movement in the short-term due to the shock that occurs. This proves 

that Indonesian capital markets are in a vulnerable position. If the Indonesian capital 

market is quite strong to face the shock, long-term equilibrium relationship is still 

occurs. Unfortunately this is not happen to JCI in the period of crisis and recovery 

period. 

The vulnerability of Indonesian capital market condition is possible because the 

transaction occurred in the Indonesian capital market is dominated by foreign investors. 

www.datacon.co.id reported that realization of foreign direct investment projects in 

Indonesia has increased since 2007, foreign investment realization has decreased due to 

the global financial crisis on 2009, in 2010 foreign investment into Indonesia increased 

with the increasing of Indonesia's economic growth that reach 6,3%. Nurhayati (2012) 

states that registered foreign investors hold about 60% of the total market capitalization. 

If there is a negative sentiment towards the market, where the investors withdrew their 

funds, then there is a crash by significant decrease in Composite Stock Price Index. 

There is a large capital outflow and also will  affect Indonesia's balance of payments. 

Capital market conditions that are vulnerable in the capital market integration can sink 

the stock market itself. In this case, the concern is the investors are reluctant to invest. 

 

CONCLUSION 

 

Based on the Johansen Cointegration test, it is concluded that there is no cointegration 

at JCI-GSPC relationship at the period of crisis and recovery periods, and the 

relationship of JCI- exchange rate at the period of crisis. Cointegration relationships 

found in JCI-Net Foreign Flow in the two periods studied. These results indicate that the 

Indonesian capital market is not strong enough to face the shock of S&P500 as a result 

of the global financial crisis. While net foreign flow as macroeconomic variable, does 

not significantly affect the Indonesia capital market. It is evident from the existence of 

equilibrium in the long-run relationship. 
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ABSTRACT 

 
The long-term aim of this research is to develop a concept and model 

to optimize the maintenance and development of SMEôs in creative 

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

factors of human resources to successful of SMEôs. this research will 

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. The result 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 development of SMEôs in Tangerang Selatan.  

Variables which will be analyzed in this research are education, skill; 

culture, competence and performance of SMEôs. This research has 

been done by doing survey, interviews with related persons and 

institutions, questionnaires and Forum Group Discussion (FGD). 

Moreover, the data is analyzed by using Spearman correlation to 

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

competence of human resource for creative industryôs actor; and do 

these variables will influence competence performance of SMEôs in 

South Tangerang.  

The result of this research showed that skill has strong influence to 

performance of creative industry SMEôs in South Tangerang.  

 

Keywords: Competence, Education, Skill, Culture, Performance 

In SMEôs. 

 

 

INTRODUCTION  

 

Creative economy has significant 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 created by creative economic. Based on data from Trade Ministerium, 

in year 2006 creative industry donated Rp. 104.4 trilliun or about 6,28% of  Indonesian 



The First International Conference on Entrepreneurship 

Book One  30 

 

GDP. The biggest contribution of creative industry comes from subsectors such as 

fashion (44.18%), craft (27.72%) 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 national economy creative for 2009-2015 which was made in 2008 is: 

òeconomic new era after agriculture economy, industry economy and information 

economy which intensify information and creativity with idea and knowledge of human 

resource as main production factor in economic activityò  

 

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 issue in developing creative industry. This 

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 creative people in the future.(Boediono,2012). 
 

 (I.D.K.R. Ardiana, et all. ,2011) Developing creative industry including SMEôs should 

include development of human resource in many aspects. A result of one of the 

researches showed that education level of an SMEôs entrepreneur is high school 

(44.1%), vocational training graduate (7.4%) and bachelor (17.9%) , the rest have 

educational background under high school. This fact showed that it is untrue if 

educational background of Indonesian entrepreneurs is relatively low. 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 ability. (Bryson & O'neil, 2008). 
 

South Tangerang consists of 7 districts and has 5 MSMEôs (micro, small, medium 

enterprise) which covers 4 craft categories: wood and woven craft 40 units,  Kota 

Tangerang Selatan yang terdiri dari tujuh kecamatan, memiliki lima jenis UMKM yang 

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 Data of Creative Industries in South Tangerang 

No Distric 

Woven 

bamboo, 

rattan, 

wood 

Clay Textile 

Food 

and 

beverage 

Shoes 

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: Trade and Industry Department, South Tangerang, 2011 

 

Based on the table above, it could be concluded that the amount of creative industry in 

South Tangerang 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 high 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.  For that reason, researcher would like to use it as one variable in this research.  

 

Based on the analyst above, developing entrepreneurôs competences is important to 

create a competitive SMEôs entrepreneur in a global market. Development of 

competences will be focused on education, skill, and culture. The analysis of data 

gathered will examine the influence of entrepreneurôs profile competence and it impacts 

to performance 

 

LITERATURE REVIEW  

Micro, Small and Medium Enterprise (MSMEôS) 

Based on Regulation No 20, 2008 regarding MSMEôs: 

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 business, which is run by a person or 

an organization which is not a daughter enterprise 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 a daughter enterprise 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 regulated in the regulation. 
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MSMEôs in Indonesia covers broad understanding in all economic sectors including 

agriculture and measured by asset and sales as classification category as in Regulation 

No 9/1995about small enterprise and President Instruction No 10/1999 about training  

for medium enterprise.  

 

 
Tabel 2 Criteria for MSMEôs  

 
Source:: http://www.depkop.go.id, 2012 

 

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 individual creativity and ability to create. Creative 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 advertisement (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, skill and has potential to create jobs and prosperity thru generation and 

exploitation of intellectual right. 
 

Figure 1 Creative Industry Potential in Indonesia 

 
Source : indonesiakreatif.net (2012) 

http://www.depkop.go.id/
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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 

dependent to 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 industry is 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 quality or 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 is behavior 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 attitude which 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 new experience 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 situation. Breckler (1984) identified that attitude has 3 separate but connected 

parts:  

a. Cognitive; perception and believe about attitude object, 

b. Affective; evaluation and feeling toward attitude object; oneôs feeling to like or not 
to like an object. 

c. Behavior; 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 SMEôs  
The availability of qualified human resource will influence the target achievement of 

SMEôs, even more when the human resource has strong motivation and commitment to 

target achievement.  

In order to improve the performance of SMEôs, Haerum (2000) said that challenges for 

entrepreneur in development covers some factors such as: 

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

technology 

2. Entrepreneurship competences 

3. Wide access to capital  

4. Transparency of market information 

5. Other production input 

6. Healthy entrepreneur atmosphere which will support innovation, entrepreneurship, 

and business practice as well as healthy competition 

 

Tambunan (2002) said the strength and wekness factors for SMEôs are: (1) human 

resource which consist of strong motivation, job offer, work ethics, 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 performance of SMEôs.  

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 

ñ a long and healthy life, access to knowledge and a decent standard of livingò. Along 

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 the standard of 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 (Columbia, Indonesia, 

Vietna, Eygpt, Turkey, and South Africa) as shown in the below table. However, the 

UNDP report stated that over the years, Indonesiaôs life expectancy at birth increased by 

12.3 years, average years of schooling increased by 2.7 years, expected years of 

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

Cited by Tomi Soetjipto, a spokesperson from UNDP that ñIndonesia is to be among the 

developing countries that had done particulary well and demonstrated rapid people 

centered developmentò (Aritonang, 2013). 
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Tabel 3 : Indonesiaôs HDI indicators for 2012 relative to countries from the MIST and CIVETS 

group 
 

 
Source : UNDP Report 

 

In relation to development of creative industry, it showed that Indonesiaôs human 

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 twenty-seven (27) behavioral characteristics 

of creative people are determined in influencing the performance of creative workers.  

The results of the research were categorized into five dimensions of creative workersô 

characteristics behavior as shown on the table below.  Further, Setiadi et all research on 

2012 characteristics behavior  were grouping  based on NEO-FFI personality 

dimensions discovered by Costa & McCraeôs (1992) in which consists of dimension 

emotional , extraversion, conscientiousness, agreeableness, and openness to experience. 

Setiadi et all identified ñthe most important elements determining the characteristics of 

creative people are enthusiasm, a low depression level, self-discipline, trust and ideasò 

(2012). 

 
Tabel 4: Five Dimensions of Creative Worker Characteristics 

 
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, adjustment between 

ability and skilled worker to workersô jobs desk, training program, human resource 

development  and utilization of new machine and technology. Other empirical study has 

resulted that intellectual capital in term of knowledge toward enterprise performance 

(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.  

Purpose And 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 performance 

of SMEôs in creative industry in South Tangerang. 

iii.  To analyze variables such as education, skill and culture which has significant 

influence toward SMEôs in creative industry in South Tangerang.  

Benefits of this research  

This research could contribute to local government of South Tangerang in developing a 

strategic training or improvement for creative industryôs entrepreneurs in its area. 

Moreover, thru this research, entrepreneurs could develop an effective program to 

improve their competences, especially for 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 development strategy in human resource. Quantitative approach 

in this research is to measure the correlation of education, skill and culture toward 

SMEôs performance in South Tangerang.  

 

Type of Data  

This research will use primary and secondary data to support the findings.  

Primary dataôs for this research are gathered thru surveys, questioners, FGD and 

interviews with governmentôs institutions. In order to get deeper understanding from 

South Tangerangôs entrepreneurs, quantitative dataôs are gathered thru questionnaire 

In order to support this research, secondary dataôs are gathered thru e-journals, online 

articles and related books.  

 

Focus Group Discussion (FGD). FGD is used as a methodology to answer qualitative 

questions. The audience of this FGD is the craft entrepreneurs of SMEôs in South 

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 Intervi ew. The interview was done in February 2014 untik July 2014 in order to 

gain depth information regarding respondentsô business, their experiences and 

competences.  

 

Population and Sample.  Population used for this research are all listed SMEôs in 

South Tangerang which are 433 SMESôs, however after the survey is done most of 

SMEôs are in food and beverage industry which is not categorized in creative industry. 

And as the result of the survey, there are 100 SMEôs in craft subsector.  

 
Tabel 5 Amount of SMEôs in South Tangerang 

No Distric 

Woven 

bamboo, 

rattan, 

wood 

Clay Textile 
Food and 

beverage 
Shoes 

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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Research Model 

Analysis Data 

 

 

 

 

 

 

 

 

Tabel 7 Normality Test Tests of Normality 
 

 
Kolmogorov-Smirnova Shapiro-Wilk  

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 parametric analysis (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:  

 

No Questions Choices  

Percentage 

(%) 

1 Usia a  <       25 year old  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 

 

From the data above it can be concluded that entrepreneurs of SMEôs in craft subsector 

are below 35 years old (75%). 

 

 

EDUCATION 

SKILL 

CULTURE 

COMPETENCE OF 
ENTREPRENEUR IN 

CREATIVE INDUSTRY 

INDUSTRI KREATIVE 

KINERJA PELAKU 

INDUSTRI KREATIF 
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Gender 

2 Gender  a Laki-laki  26 

    b Perempuan  74 

      Total 100 

From the data above, it shows that 74% of the respondents are wamen. And only 26% 

are men.  

 

Education Background 

3 

Last 

Education 

Background a Elementary school   

    b 

Junior High 

School    

    c 

Senior High 

School  6 

    d Under Graduate  89 

    e Graduate 5 

    f Post Graduate   

          

      Total 100 

From the table above, the average of educational background of entrepreneurs in 

creative industry is under graduate. 

 

Number of Employee 

6 

Number of 

Employee a 1-5 persons 52 

    b 5-10 persons 31 

    c 10-15 persons 5 

    d 15-20 persons 6 

    e 20-25 persons 3 

    f Above 25 persons 3 

      Total 100 

In average SMEôs in South Tangerang has employee of 1-5 persons (52%), 5-10 

persons (31%).  

 

Length of Business 

7 

Length of 

Business a 

Less than 5 

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 years 1 

      Total 100 
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The length of enterprise in South Tangerang is mostly less than 5 years (78%), 5-10 

years (11%).  

 

Source of Capital 

8 Capital a own capital  95 

    b Bank Loans 1 

    c 

Combination with Non 

Bank    

    d 

Own capital + Non 

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 

11 

Mothly Sales in 

Rupiah a < 1 million 5 

    b 1 - 10 million 21 

    c 10.1  - 50 million 55 

    e Above 50.1 million  14 

    f Company secrecy  3 

    g Not known 2 

      Total 100 

 

Majority of SMEôs entrepreneur has sales around 10.1-50 million rupiah  (55%), 1-10 

million rupiah sales by 21 %. Only 5% of SMEôs said that their sales are below 1 

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 is no correlation between education to SMEôs performance  

 

Correlations 

 PENDIDIKAN KINERJA 

Spearma

n's rho 

Education  Correlation Coefficient 1.000 -.110 

Sig. (2-tailed) . .275 

N 100 100 

PERFORMANCE  Correlation Coefficient -.110 1.000 

Sig. (2-tailed) .275 . 

N 100 100 

 

Relationship between skill and performance  

From the table below, the significant score is lower than 0.05, it means that there is 

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

that the relationship is relatively low.  
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Correlations 

 PERFORMANCE  KETERAMPILAN 

Spearman's rho PERFORMANCE  Correlation Coefficient 1.000 .359**  

Sig. (2-tailed) . .000 

N 100 100 

SKILL Correlation Coefficient .359**  1.000 

Sig. (2-tailed) .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 SMEôs. 

Correlations 

 KINERJA BUDAYA  

Spearman's rho PERFORMANCE Correlation Coefficient 1.000 .062 

Sig. (2-tailed) . .537 

N 100 100 

CULTURE Correlation Coefficient .062 1.000 

Sig. (2-tailed) .537 . 

N 100 100 

 

From the three analyses, it is concluded that skill is the most influence variable for 

SMEôs performance especially in craft subsector in South Tangerang. This situation will 

be a valuable input for strategic development to improve SMEôs performance in the 

future. 

 

Development Model for SMEôs performance thru Education, skill and culture.  

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

¶ Type of craft. The respondents believe that in craft products with value of innovation 

and uniqueness will have potential market.  

¶ 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 their market is based on creativity and innovation. All 100 

respondents stated that skill is the barometer of the successes of SMEôs.  

¶ Performance indicator. Almost all respondents said that sales are their indicator of 

performance. Other indicator that respondents agreed is amount of invitation from 

media as news material.  

¶ 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 is an option of collaboration between SMEôs and educational 

institution in term of ñbusiness analysisò of an SMEôs . Other collaboration could be 

done between SMEôs and financial institutions.  

From the points above, the development model is based on Triple Helix which is found 

by previous researcher. However, this research is focused on human resource 

competence.  
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Figure 2 Model Triple 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 data, it is concluded that skill is the most influence factor toward improvement 

of SMEôs human resource performance. 
Suggestion  

Based on the researchôs results, some suggestions for SMEôs human research 

performance are: 

a. Educational institutions such as university should coordinate with local SMEôs 

for their CSR activities; the activities should help SMEôs with their performance 

and their financial management.  

b. Activities such as ñEntrepreneurship Analysisò between universities and local 
SMEôs has been done for 2 years and should be done continuously.  

c. Banks and other financial institutions should give more detail information 

regarding soft loans, so SMEôs know exactly what they need and risks. 
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ABSTRACT 

 
The Mentoring application model that usually calls with ñfive cò which 

contains: challanges, Choises, consequences, creative solution and conclusions  

(pegg, 1999) can be implemented with the goals of competence improvement on 

the Ciptura University graduate. The research goals are : 1) How can we 

applicate the 5C mentoring model in the phase of discovery and planning, 

resourcing, implementation, and evaluation in the E4 major course? 2) How the 

student respond to the 5c model in the entrepreneurship major 4 (innovation) 

The research respondend are 35 student that has been took the 

entrepreneurship major 4 (innovation), got the mentoring proccess( the five c 

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, showed by this 5C mentoring model   

through the  phase of discovery and planning,resourcing, implementation and 

evaluation. the student respond about 5C model (challanges, choices, 

consequenses, 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 importance of entrepreneurship 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 and entrepreneurial intention (Hamidi et., al., 

2008) with the big number of sks (satuan kredit smester) wonôt be a guarantee that 

graduate student will be a master of entrepreneurship if the learning proccess are not 

managed well. The future learning concept must be 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 in the reality, so the student involvement in the 

learning proccess will be bigger. This facts made the Ciputra University realized to 

mailto:whidyautami@ciputra.ac.id
mailto:hendrasmoro@ciputra.ac.id
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develop their entrepreneur competence from its student. Therefore Ciputra university 

has developed the entrepreneurship tiered curriculum from the first semester until 5 

calls E1, E2, E3, E4, and E5. Where 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 project that 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. So the project 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 are a lot 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 that the business wonôt be able to survive in the long term. 

This E4 subject, has its road map that contains discovery, planning, resourcing, 

actualization, and evaluation (curriculum team  E4,2012) where in every phase contains 

the concept material about business and entrepreneurship with the mentoring method. 

The mentoring application has done by 3 facilitator with 2 academic lecturer  

qualification and 1 ER  entrepreneur residence  or someone who has the experience as 

an entrepreneur.the mentoring activity can be 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 for their 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 calls with ñfive cò which contain : challanges, choices, consequences, creative 

solution and conclusion (Pegg, 1999) therefore the  problem formulation, 1) howôs the 

application ofentoring model 5C in the ohase of discovery and planning2) how the 

students respond with the application and implementation of 5c 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-how, through success means someoneôs success experience is the best teacher, 

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 truth teller 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 middle-central actors. 

According to Pegg (1999) mentoring is help people 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 practice of entrepreneurship where it is expected 

to build confidence, self-esteem and self-awareness that is fundamental in solving 

problems (Nurachmach, 2007). 2) Integrate all existing sources into a form of learning 

systems more effective in achieving competence, 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. Several 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 well-educated person with good skills. A Coaches must offer 3 stages namely: 

they increase the strength 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) Adviser: 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 insights .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 focus to 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 the "five C" namely: Challenges, Choices, Consequences, 

creative solutions and conclusions. The model can be shown in Figure 1 below. 

 

 
Figure 1 The Mentoring Model. 

Source: Pegg, 1999 

 

Research Methods  

The design of learning, learning design will be implemented 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 that encourage re-planning, 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 participatory action 

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. Following these two 

stages can be described as follows:  

While the details of the learning activities described in detail in Table 1 below:  

 

Table 1 Details of Learning Activities 

                                                                                                               Fase E4 
The Five C 

Mentoring 

Model 

Fase I: Discovery 

and Planning 

Fase II: 

Resourcing 

Fase III: 

Implementation 

Fase IV: 

Evaluation 

Challenges Directing the student 

how to design a 

potential business 

that accepted in 

global market 

Directing the 

student how to 

identify and realize 

resource-based for 

potential business 

in the global 

market . 

Directing the 

student how to 

actualize the 

design a business 

model that 

potentially 

accepted in the 

global market. 

Directing the 

student how to 

justify the 

business design 

that can be 

accepted in the 

global market . 

justification 

contains strategic 

point innovation 

from its 

implementation of 

business desgin 

Choices Directing the student 

to analyze the 

positives and 

negatives avery 

alternatives that 

connected with a 

potential business in 

the global market. 

Directing the 

student for 

arranging the 

alternatives that 

connected with the 

resourcebased for 

th ebusiness design 

that potentially 

accepted in the 

global market. 

Directing the 

student to 

arranging a 

realistic  

alternatives that 

connected with 

business design 

that potentially 

accepted in the 

global market 

Directing the 

student to 

assemble 

alternatives that 

realistic with the 

strategic point 

from the 

implementation of 

the model. 

Consequences Directing the student 

to analyze the 

positives and 

negatives avery 

alternatives that 

connected with a 

potential business in 

the global market. 

. Directing the 

student for 

arranging the 

alternatives that 

connected with the 

resourcebased for 

th ebusiness design 

that potentially 

accepted in the 

global market. 

Directing the 

student  in 

analyzing the 

positives and 

negatives on every 

alternatives that 

connected to the 

critical point 

implementation 

from the business 

design that 

potentially 

accepted in the 

global market 

Directing the 

student to 

assemble 

alternatives that 

realistic with the 

strategic point 

from the 

implementation of 

the model. 

Creative 

Solutions 

Directing the student 

to choose the best 

alternative based on 

its consequences that 

Directing the 

student to choose 

the best alternative 

based on its 

Directing the 

student to choose 

the best alternative 

based on its 

Directing the 

student to choose 

the best 

alternative based 
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conneced with the 

business design that 

potentially accepted 

in the global market. 

The best means the 

most realistic that 

they can get   

consequences that 

connected with 

resource based for 

the potential 

business in the 

global market 

consequences that 

connected with 

critical point for 

the potential 

business in the 

global market 

on its 

consequences that 

connected with 

strategic point for 

the potential 

business in the 

global market 

Conclusions Directing the student 

to take the conclusion 

which say 1. how big 

is the student will to 

run the alternatives 

that they has chose 2. 

How big was the 

choosen alternatives  

posibility to be 

treated successly.  

Directing the 

student to take the 

conclusion which 

say 1. how big is 

the student will to 

run the alternatives 

that they has chose 

2. How big was the 

choosen 

alternatives  

posibility to be 

treated successly. 

Directing the 

student to take the 

conclusion which 

say 1. how big is 

the student will to 

run the alternatives 

that they has chose 

2. How big was the 

choosen 

alternatives  

posibility to be 

treated successly. 

Directing the 

student to take the 

conclusion which 

say 1. how big is 

the student will to 

run the 

alternatives that 

they has chose 2. 

How big was the 

choosen 

alternatives  

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 assessing in Table 2 

 

Table 2 Working Indicator 
Given or recommended you for challenging assignments that present opportunities to learn new skills 

Given or recommended you for assignments that required personal contact with managers in different 

parts of the company 

Given or recommended you for assignments that increased your contact with 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 difficult to 

complete 

Protected you from working with other managers or work units before you knew about their likes/dislikes, 

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 higher levels in the company or how external condition are 

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 anxiety and 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 advancement, 

relationship with peers and supervisors or work/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. 2003 
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Respondend Description 

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 student learning 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 accepted by 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 learning 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 

completeness 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 

business 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 permission. The 

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 student is willing to 

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 approaches the final stage 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 mature and no longer 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 class E4 is not 

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 student project business 

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 developed by the students 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 is a lot 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 business 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 actualization, 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: 

¶  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 accepted 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 alternative with 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 in the 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 chosen to be 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 

business 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 alternative 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 regarding: (1) how much the 

desire of students to run the chosen alternative; and (2) how likely alternative is 

chosen to be achieved successfully. 

¶ In Phase / Phase 2 Resourcing, the respondents in this case were all 

students E4  

class B get the mentoring process (The Five C Mentoring) by the following 

process:  

Challenges: Directs students on how to identify and realize resource-based 

businesses that have the potential to be accepted in the global market. Directing 

:, Choice students to develop realistic alternatives related to the resource-based 

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 resource-based 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 resource-based businesses that have the potential to be accepted in the 
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global market 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. 

¶ On Stage / Phase 3 Implementation 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: Challenges: Directs students on how to actualize the design / 

business model that has the potential to be accepted in the global market. 

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 weaknesses 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 consequences of each 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 chosen alternative; and 

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

¶ 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: Challenges: 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: Directing 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 implementation 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 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. 

The process of all the five ( c ) 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 of the 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 proccess 

  
Frequency Percent Valid Percent 

Cumulative 

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 39.5 

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 in-depth interview data collection methods (in-depth interviews). 

Researchers conducted interviews with all members of the class. Where the results 

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 process for one 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 5 shows the positive and negative resume of reflection topic 

No Topik  Keterangan 

1 Facillitator (+)Facilitator of learning and development methods are very different, making the 

confidence of our group increases. Facilitator position ourselves as our team and it 

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 development of 

the group product 

(+)Frankly E2 and E4 only class that the professor wants students to understand 

and want to go directly to the respective business students 

(+)Facilitators provide positive feedback so that the student is more excited, the 

input is realistic, does not provide a specific target or critical of you the way, but 

the facilitator actually accompany and monitor any developments there 

2 Mentoring 

proccess 

(+) the chance to share with the involvement of parent, mentor, facilitator  

(+)Progress businesses are more important than the target 

(+)mentoring that we get is also very helpful because in every mentoring issues 

facing surely find a solution 

3 Learning 

method 

(+)Innovations that benefit consumers be objective anyway 

(+)parent gathering event, parents can speak to their business. Another great feature 

is the parents / mentors / guardians are invited to contribute in the development of 

business students, they know and be supportive of business development ananknya 

(+)Mini exhibition, I have a lot more business associates from other departments 

and other environmental 

(+)using the method of learning and development are very different, making the 

confidence of our group increased 

(+)when invited to a brief lecture learning for our community and love the 

opportunity to present our business to the next community 

(-)gatherings with parents or guardians who dial held by E4, I think the event is not 

helpful and should only be optional, so that only those who feel the need that is 

required to 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 questionnaire in the form of the 

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

1 Giving or recomending the chalanging projects that shows the opportunity to learn 

in a new way and innovation?  

3.771429 

2 provide or recommend direct contact with businesses that support the group's 

business partners? 

3.257143 

3 provide or recommend projects that help you to discuss / collaborate with fellow 

students, siblings, parents / guardians? 

3.771429 

4 help you complete projects which if done by yourself would be very difficult to 

resolve? 

3.742857 

5 initiative directs air-entrepreneur interest you? 4.028571 

6 still gives you information about how external circumstances / conditions that 

affect business in Indonesia your group business? 

3.685714 

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 anxiety and fears that distract you in 

completing the project / business? 

4.142857 

10 divide personal experience to you as an alternative solution to the problems that 

you face? 

4.085714 

11 share the experience of entrepreneurship to you? 4.028571 

12 encourage you 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 values and 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 group's business?" With a score of 3.25. Overall, therefore, 

indicates that respondents answer good enough for all the aspects in question in the 

questionnaire, especially for question number 7 and number 13 that is the Facilitator 

express feelings / respect for you 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 you to 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 find its own nursing practice in which it is expected to build 

confidence, self-esteem and self-awareness that is fundamental in the completion 

problem. Similarly, the research results of Berglund and Wennberg (2006) states that 

good mentorship efforts of the facilitator 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 Classic mentor: 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 the people around him. Coaches: as coaches should assist in daily 

business activities. They must be well-educated person with good skills. A Coaches 

must offer 3 stages namely: they increase the strength in terms of building, Pushing for 

improvement (improvement) 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 / expert in 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 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 focus to 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 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 Challenges: students 

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, 

Consequences: more 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 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; students more directed 

to interesting conclusions regarding: (1) how much the desire of 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 facilitator, the 

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 then there are 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, ticker, 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 variable that significantly affect the loan 

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

Asia Pacific can learn from the lenderôs behavior in the loan pricing decision. 

They also can have more knowledge on the determinants influence the 

procedure of the loan pricing. Governments 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 monitored the process of the loans for the local banks so they 

wouldnôt be bankrupt because loans in Asia Pacific contains high risk. 

 

Keywords : Asymmetry Information, Credit Risk, Loan Pricing. 

 

INTRODUCTION  

 

Loan pricing is a critically important topic in the study 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 research in 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 theories 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 creditor and 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 low level 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 countries 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 Atmojo (2004). 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 borrowers 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, since the  borrower  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 bank. Furthermore, 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 final payment 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, thus lenders 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 Winton and  Rajan (1995) is as a  

ñspecific  assets pledged as security for a loanò. Bester (1985), Besanko and  Thakor 

(1987)  stated that the borrower could have a good credit risk quality by offering a 

collateral. While for seniority, if the loan is senior it 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 common practice of bribe and misused fundings in the bureaucrat, 

which could lead to borrowerôs false action such as issuing a misleading financial report, 

false tax report, etc. Country with high corruption perception index indicates that the 

asymmetry information also greater, thus the lenders will enlarge the loan spread. H1 : 

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 time through cross monitoring. The situation where the 

information is easier to obtain could reduce the level of asymmetry information between 

lenders and borrowers (Marciano, 2008). Therefore, listed borrowers will have lower 

loan spread compared with non listed borrowers (Booth, 1992). H2 : 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 country. Atmojo 

(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 higher loan spread than the domestic lenders. H3 : Foreign lenders gives 

higher loan spread compare to domestic lenders. 
The result of the research conducted by Tanjung and Marciano (2012) shows that 

investment bank has poor monitoring capabilities, so they will increase the lead share to 

get a better monitoring ability. Drucker and Puri (2003) also explained that the 

investment bank has a higher monitoring costs due to weak  evaluation capability 

compare to  commercial bank. H4 : Commercial bank gives lower loan spread 

compare to investment bank. 
Country risk is an an index measuring  the risk of  a  country  that is based on credit risk 

and political risk (Tanjung, 2012). No matter how good the company's financial 

performance, it will have a high risk if the country condition is unstable (Tanjung, 

2012). This condition leads the lender to give higher loan spread to the country that 

have high country risk. H5 : The higher the country risk will results in a higher loan 

spread. 
There are negative relationship between 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 because 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 lenders. H6 : Longer maturity makes lender 

gives lower loan spread. 
Smith and Warner (1979) shows that secured loans need more monitoring than 

unsecured loans or loan without collateral. The existence of collateral assumed as a 

signal of high risk loan (Harhoff and Korting, 1998). In conclusion, loan with collateral 

is considered riskier thus lender will assigned higher loan spread to the borrower. H7 : 

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 that the existence of seniority 

would lead  a lower need of lead arranger to monitor the borrower, thus the loan spread 

will be reduced. This suggests that senior loans will be charged lower loan spread by 

lender. H8 : Senior loans makes lender gives lower loan 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 these characteristics: (1) loan contracts in 

the period 2006 ï 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, Sri Lanka, 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 measurement which is nominal and ratio level 

measurements.The OLS regression (Ordinary Least Squares) to estimate the 

determinants in loan spread with white correction method (White heteroscedasticity 

correction). 

 

RESULTS AND DISCUSSION 

This research will be conducted in several groups of model, which are : (1) all sample 

loan data (2) public loan data (3) non-public loan data (4) public loan data with financial 

performance. 

Table 1 shows the results for all four models, compare to the hypotheses explained in 

the theory above. The number inside parenthesis [  ] is showing the t-Statistic value. 
 

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

VARIABLE  Hypotheses 
Model 1 : 

ALL 
SAMPLE 

Model 2 : 
PUBLIC  

Model 3 : 
NON 

PUBLIC  

Model 4 : 
PUBLIC WITH 

FINANCIAL 
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*** ---------- ---------- ---------- 

 
  [-6.9045] ---------- ---------- ---------- 

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 and significant coefficient 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 information 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 relationships between loan spread and commercial bank. 

Mix bank variable showed negative and significant coeficient 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, Singh, and 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 significant coeficient at 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 borrowerôs 

incapability to perform their duties as stated in loan agreement, which means that the 

borrower could not paid the loans because of bankruptcy, or late payment for loanôs 

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 significant coeficient at 5%. 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 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 country is very high, then the 

asymmetry information also predicted to be greater, thus the lenders will enlarge its 

share. 

Maturity variable showed negative and significant coeficient at 1%. This shows that the 

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

indicates that the lender didnôt need to  reevaluate or remonitoring oftenly. Shorter term 

maturity rate will  give a chance for creditor to reevaluate or remonitoring when the 

loan is due, which mean there is positive coeficient between maturity rate with debtorôs 

quality (Barclay and Smith, 1995; Stoch and Mauer, 1996). If the debtorôs quality is 

good, it means that the risk of the company could not paid the loan is lower. Thus, the 

lender will give lower loan spread to a long term maturity date. 

Ticker variable showed negative and significant coeficient 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  may reduce the  lenderôs  monitoring 

cost. It is also supported 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 bond rating agencies. 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.  



The First International Conference on Entrepreneurship 

Book One  64 

 

Secure variable showed positive and significant coeficient at 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 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 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 significant coeficient 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  research by Tanjung and Marciano (2012) 

which showed a negative and significant coeficient for seniority variable. 

The test results for model 2 showed negative and significant coeficient at 5% 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 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 between loan spread and 

commercial bank. 

Mix bank variable showed negative and significant coeficient 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, Singh, and 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 significant coeficient at 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 borrowerôs 

incapability to perform their duties as stated in loan agreement, which means that the 

borrower could not paid the loans because of bankruptcy, or late payment for loanôs 

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 significant coeficient at 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 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 country is very high, then the 

asymmetry information also predicted to be greater, thus the lenders wil l enlarge its 

share.  

Secure variable showed positive and significant coeficient at 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 riskier loans, 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 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. 

The test results for model 3 showed negative and significant coeficient 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 information 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 relationships between loan spread and 

commercial bank. 

Mix bank variable showed negative and significant coeficient at 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  the spread 

will be decline and credit risk exposure of the overall lenders will be reduced as well 

(Tanjung and Marciano, 2012).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, Singh, and 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 significant coeficient at 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 borrowerôs 

incapability to perform their duties as stated in loan agreement, which means that the 

borrower could not paid the loans because of bankruptcy, or late payment for loanôs 

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. 

Senior variable showed negative and significant coeficient 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  research by Tanjung and Marciano (2012) 

which showed a negative and significant coeficient for seniority variable. 

The test for model 4 results showed negative and significant coeficient at 5% between 

loan spread with commercial bank. 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). 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 bank. 

Mix bank variable showed negative and significant coeficient 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, 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. 

Countryrisk variable showed positive and significant coeficient at 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 borrowerôs 

incapability to perform their duties as stated in loan agreement, which means that the 

borrower could not paid the loans because of bankruptcy, or late payment for loanôs 

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. 

Secure variable showed positive and significant coeficient at 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 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 but not significant coeficient. This suggests that 

whether the borrowerôs company is senior or not, it would not affect the amount of 

spread given to the borrower. The negative coeficient shows 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 significant coeficient at 1%. This suggests 

that the higher the income of a company will lead to a lower spread. 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 will push the 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 independent variables 

(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 spread).Based on the test with four models, it is concluded that some significant 

factors are the type of creditor, the country risk, the corruption perception index, 

maturity, the borrowerôs companies whether they are listed or not, seniority and whether 

their loan is secured or not. 
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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 marketing aspect, 

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, non-proportionated random sampling, accidental sampling, 

purposive sampling. Data retrieval used with documentation, interview, and 

observation. 

The result of this study summarized that 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 Environment 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 at 2013 supported by three main 

sector, agriculture (14,91%), processing industry (26,60%), also trade, hotel, and 

restaurants (31,34%). Indonesiaôs national FMCG growth also shows that FMCG (Fast 

Moving Consumer Goods) industry have a good growth from Q2 2012 until Q3 2013.   

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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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 developed until 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 per year. The 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 Environment 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) environment generally consists of segments which 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: 

governments increasingly encourage 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 external factor 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, bargaining 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 product 

durability short enough, needs big storage for finished products, and limited capital.  
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Figure 2. R Trading Company Five Force of Competition Model 

Source: Data were processed in 2014 

 

Company Strategy 

After analyze business environment aspect and industrial 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 (Strength-Weaknesses) and 1.625 for 

(Opportunity-Threat) which puts the company at stable growth strategy on SWOT 

Matrix. 

 

 
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 included in 1st Quadrant which is 

growth quadrant. Which strategies to use is stable growth strategy. This strategy done 

by steady growth where development is done in stages and targets are determined in 

accordance with current market conditions.  

 

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 aspect. Development of the industrial 

output value of crackers in Indonesia 2006-2010 good enough with 4.21% increasing 

per year. The industrial output value at 2006 is Rp1.778.266.714.000,00 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. 

 

 
Figure 4. Industrial Output Value Crackers in Indonesia 

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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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. R trading 

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 the sales of 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 effective and 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 supplier, and 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: business entity, organization 

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. This organization structure used because of number of employees there is 

still little. 
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Figure 5. R Trading Company Line Structure Organization 

Source: Company data were processed in 2014 

 

The development of organization structure is the additional employee from 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. Finance and 

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 resources aspect 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 company has completed 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), Net Present Value (NPV), Internal Rate of Return (IRR), Profitability Index (PI), 

and scenario analysis (pessimistic, moderate, and optimistic).  

Payback period method used to assess the return on investment period of a business. 

This calculation uses the calculation of net cash each year. Net cash value is the sum of 

profits after tax plus depreciation. 

Net Present Value (NPV) is the ratio between the net cash PV and  PV investment over 

the life of the investment. The difference between these two values is often known as 

the Net Present Value (NPV). 

IRR is an indicator that is used to describe the percentage of profit generated from the 

project. If the value of IRR is greater (>) of the interest loan, then the project is accepted.  

If the IRR is less (<) than the loan rate, then the project is rejected. 

Profitability Index (PI) or often referred to as the B / C ratio is the ratio of the activity of 

total revenues net present value with the present value of investment expenditure over 

the life of the investment. 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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Businesses pessimistic scenario of + 17% per year based on the growth of FMCG (Fast 

Moving Consumer Goods) in Indonesia in quarter 2 of 2012 compared to Quarter 2 

Year 2013 Scenario moderate business by + 25.8% per year based on a R trading 

company turnover growth from the year 2012-2013. Meanwhile, businesses optimistic 

scenario of + 33.8% per year based on a R trading company turnover growth  2012-

2013 amounted to 25.8% added to 8.014% inflation rate in Indonesia in 2006-2010 for 

the food industry, beverages, cigarettes, and tobacco. 

 

Table 1. Summary of Eligibility Criteria Investment Pessimistic Scenario 

 
Source: The study results were processed in 2014 

 

Table 2. Summary of Eligibility Criteria Investment Moderate Scenario 

 
Source: The study results were processed in 2014 

 

Table 3. Summary of Eligibility Criteria Investment Optimistic Scenario 

 
Source: The study results were processed in 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 research results that have been discussed above, it can be concluded as 

follows: 

1. Based on the aspects of the business environment using PEST Analysis, it can be 

said that the conditions in Indonesia supporting R trading company . In PEST 

Analysis obtained results indicate that there are opportunities and threats as 

follows: governments increasingly encourage the development of SMEs products, 

the AFTA in 2015 that create new markets, growing market stability and increased 

purchasing power, easy for newcomers to enter to markets, and technology 

competition.  

2. Based on the structural aspects of the industry that uses the Five Forces 

Competition Model, it can be said that the position of R trading company in the 

competition quite well. As for the Five Forces Competition Model shows the 
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results of the strengths and weaknesses such as: having a lot of variance / types of 

products that are marketed, a product from a supplier that has been in existence 

since 1999, the durability of the product is not too long / short enough, needed a 

storage area large enough to finished products, as well as sufficient capital is 

limited.  

3. Based on the analysis of the environmental aspects and the business aspects of the 

industry structure of companies applying SWOT Analysis of strengths, weaknesses, 

opportunities, and threats owned by UD. R. The results obtained in the entrance 

quadrant I particularly stable growth strategy where the strategy is done by means 

of steady growth and a gradual manner specified targets according to the conditions 

of the existing market.  

4. In the aspect of the market and marketing indicates that market growth experienced 

crackers industry average increase in turnover of 4.21% per year. This illustrates 

the potential of this industry to achieve Rp3.152.325.678.000,00 turnover in 2020. 

R trading company satisfy the criteria used in the market and marketing aspects 

are: the market potential for development, having specifics customer, and has STP 

and Marketing Mix .  

5. The technical aspects of the company using product placement, product packaging, 

and delivery of products. As for the R trading company has met the benchmark for 

the evaluation of the technical aspects of the availability of telephone and internet, 

the availability of tools and transportation, the supplier who is always ready and 

agile workforce.  

6. In the aspect of human resource management and R trading company still uses the 

same business entity. As for the structure of organizations still use the simple form 

of the line organization.  

7. In the financial aspects of the company using indicators Payback Period (PP), Net 

Present Value (NPV), Internal Rate of Return (IRR), Profitability Index (PI), as 

well as risk analysis (pessimistic, moderate and optimistic). Based on the 

calculation results of this feasibility study shows that the NPV, IRR, and PI feasible 

for the third scenario analysis. As for the PP only feasible for the optimistic 

scenario. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The First International Conference on Entrepreneurship 

Book One  78 

 

 

 

 

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 Rp1.500.000.000,00 per year

Pessimistic: 7 years later

Moderate: 5 years later

Optimistic: 4 years later

Source: The study results were processed in 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 accumulator 

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 material 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 determining the amount and time of 

ordering.  

To produce 1096 unit 12V 75 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 of  Raw Material 

 

INTRODUCTION  

 

The most important thing for companies to win competition in the free market area is 

how to be able to produce smoothly without undesirable delay so that companies will be 

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

Smooth production process is dependent on accurate production planning, if not it will 

give very adverse impact to the company. Or it may be the cessation of the production 

process.  

Companies need to consider the factors supporting production activity such as raw 

materials, production facilities, labors and others. Therefore 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 warehouse to be used in 

production or sale. Inventories of raw materials are related to the role of management in 

the company to succeed the goal of companies. In order to achieve the objectives of 

companies in expediting the process of planning and control of production, raw 
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materials are required. Planning of raw material consists of Master Production Schedule 

(JIP) into any required materials. This schedule includes when and how the amount of 

raw material is required and ordered. The planning is a process to predict what will 

happen in the future. Therefore the planning and controlling of raw materials is an 

attempt to estimate the raw material requirements for the foreseeable future, and 

determine the volume / amount of stock to ensure smooth production process.  

Forecasting  

Forecasting is an estimation of the expected level of demand for a product or multiple 

products in a given period of time in the future. Forecasting is basically estimation. 

However by using certain way of forecasting can be more than estimation. The results 

of forecasting will affect the plan so production activities can be aligned with the 

requests of consumer. Because of that they are important factors 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 forecasting trends such as Straight Line 

and Trend Line Curves Method.  

 

Material Requir ement Planning  

 

Material Requirement Planning is a method used to finish up the issue of raw materials 

used to make products where the finished product depends on how much and when the 

finished product is needed. Master Planning Schedule is a plan regarding how many 

products are needed and when these products will be needed. Master Planning Schedule 

is the first step of the MRP system by inputting Bill of Materials of the product 

concerned, the above data can be processed by the MRP method given the circumstance 

of existing inventory in the company.  

There are two ways in determining the amount of required material in accordance with 

the master planning schedule i.e. i) purchasing quantity based on Master Planning 

Schedule and ii)  purchasing quantity based on Economic Order Quantity. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The First International Conference on Entrepreneurship 

Book One  82 

 

METHOD  
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ANALYSIS AND DISCUSSION  

PT. XX is a small company producing 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 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

January 

February 

March 

April  

May 

June 

July 

August 

September 

October 

November 

December 

90 

92 

93 

91 

92 

90 

93 

92 

92 

91 

91 

90 

Plate Sel ï 

Plate Sel + 

Splitter 

Deksel 

Covering 

Box 

Asphalt 

Lead 

42 

36 

138 

6 

6 

1 

125 

465 

 

START 

Collecting Data 

The adequity of data 

Nô̓N  

and uniformity test 

a 

Analysis and Discussion 

Forecasting, Agregate Design, MRP  

Conclusion 

Finish 

Problem Identification Study Literature Study Lapangan 
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For Test Data Adequacy assumed a 99% confidence level and the degree of accuracy of 

5%, the number of observations that must be done is 

Nô =  

                Nô =  

 
         Nô  =  0,6809 

  Nô  Ò   N,   0,6809  Ò  12 ( The data assumed insufficient ) 

 

For the uniformity test data is as follows:  

    =   

 

  SD      =  1,0836 

  BKA  =     +  3. SD  =  91,42  +  3,2508  =  94,76 

  BKB   =     -  3. SD  =  91,42   -  3,2508  =  88,1692      

 
Forecasting using Straight-Line Method 

 

dôt  =  a  +  b t 
for b as follows as : 

  

b  =   

 

     b  =   

 

                b  =   0,052445 

 

a  =   

 

   a  =   

 

               a  =  91,076 

 

            dôt  =  91,076  +  0.052445  t 
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the forecasting gets following: 

t Dt dôt  (dt ï dôt ) (dt  -  dôt )2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

90 

92 

93 

91 

92 

90 

93 

92 

92 

91 

91 

90 

91.128445 

91.18089 

91.233335 

91.28578 

91.338225 

91.39067 

91.443115 

91.49556 

91.548005 

91.60045 

91.652895 

91.70534 

-1.128445 

0.81911 

1.766665 

-0.28578 

0.661775 

-1.39067 

1.556885 

0.50444 

0.451995 

-0.60045 

-0.652895 

-1.70534 

1.273388 

0.90504696 

1.329159509 

0.0816702 

0.913495544 

1.93396 

1.247751979 

0.710239396 

0.672305734 

0.36054 

0.42627 

2.90818 

Amount 3.558371442 

  

Sdt  =  

 

Sdt  =     =  0.355837 

Forecasting using Curve Line Method 

dôt   =  a  +  b t  +  c t2  

Where : 

b =    = 0.01543 ,  c  =     = -0.00746 , a  =    = 90.91 

 

Curve Line Equation as follows 

dôt  =  90.91  +  0.01543 t  -  0.00746 t2 

 
t A b c dt dôt t2 (dt ïdôt) (dt ï dôt)2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

90.91 

 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.01543 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

0.00746 

90 

92 

93 

91 

92 

90 

93 

92 

92 

91 

91 

90 

90.91797 

90.91102 

90.88915 

90.85236 

90.80065 

90.73402 

90.65247 

90.556 

90.44461 

90.3183 

90.17707 

90.02092 

1 

4 

9 

16 

25 

36 

49 

64 

81 

100 

121 

144 

-0.91797 

1.08898 

2.11085 

0.14764 

1.19935 

-0.73402 

2.34753 

1.444 

1.55539 

0.6817 

0.82293 

-0.02092 

0.84266892 

1.18587744 

4.45568772 

0.02179757 

1.43844042 

0.53878536 

5.5108971 

2.085136 

2.41923805 

0.46471489 

0.67721378 

0.00043765 

 19.6408949 

 

Sdt  =     =  1.964089 
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Agregate Planning 

 

Regular production capacity is 100 units per month, therefore no extra hour in the 

production process. 

Tabel 1. Agregate Planning 

T Month Regular Time dt 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

January 

February 

March 

April  

May 

Juny 

July 

August 

September 

October 

November 

December 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

91 

91 

91 

91 

91 

91 

91 

91 

92 

92 

92 

92 

Jumlah 1096 

 

Raw Material Requirement Planning 

 

Based on forecasting and production structure, raw material requirements planning is as 

follows: 

 

Month Plate 

Sel - 

Plate 

Sel + 

Splitter Deksel Coverage Box Asphalt Lead 

January 

February 

March 

April  

May 

June 

July 

August 

September 

October 

November 

December 

3822 

3822 

3822 

3822 

3822 

3822 

3822 

3822 

3864 

3864 

3864 

3864 

3276 

3276 

3276 

3276 

3276 

3276 

3276 

3276 

3312 

3312 

3312 

3312 

12558 

12558 

12558 

12558 

12558 

12558 

12558 

12558 

12696 

12696 

12696 

12696 

546 

546 

546 

546 

546 

546 

546 

546 

552 

552 

552 

552 

546 

546 

546 

546 

546 

546 

546 

546 

552 

552 

552 

552 

91 

91 

91 

91 

91 

91 

91 

91 

92 

92 

92 

92 

11375 

11375 

11375 

11375 

11375 

11375 

11375 

11375 

11500 

11500 

11500 

11500 

 

42315 

42315 

42315 

42315 

42315 

42315 

42315 

42315 

42780 

42780 

42780 

42780 

Amount 46032 39456 151248 6576 6576 1096 137000 509640 

 

1. Plate Sel ïPlanning 

Requirement of Plate Sel ï per year :  46032 sheets 

Cost per ordering   :  Rp. 50.000,00 

Price per sheet    :  Rp. 1.000,00 
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Holding percentage   :   10 % 

EOQ  =  6785 

 

2. Plate Sel +  Planning 

Kebutuhan Plate Sel + per year :  39456 sheets 

Cost per ordering   :  Rp. 50.000,00 

Price per sheet    :  Rp. 1.250,00 

Holding percentage   :   10 % 

EOQ  =  5618 

 

3. Splitter Planning 

Requirement of Splitter per year :  151248 unit 

Cost per ordering   :  Rp. 50.000,00 

Price per unit    :  Rp. 500,00 

Holding percentage   :   10 % 

EOQ  =  17393 

 

4. Deksel Planning 

Requirement of  Deksel  per year :  6576  sheets 

Cost per ordering   :  Rp. 50.000,00 

Price per unit    :  Rp. 2.000,00 

Holding percentage   :   10 % 

EOQ  =  1813 

 

5. Cover Planning 

Requirement of cover per year :  6576 sheet 

Cost per ordering   :  Rp. 50.000,00 

Price per unit    :  Rp. 500,00 

Holding percentage   :   10 % 

EOQ  =  3627 

 

6. Box Planning 

Requirement of Box per year  :  1096  sheets 

Cost per ordering   :  Rp. 50.000,00 

Price per unit     :  Rp. 7.500,00 

Holding percentage   :   10 % 

EOQ  =  382 

 

7. Asphalt Planning 

Requirement of Asphalt per year :  13700  Kg 

Cost per ordering   :  Rp. 50.000,00 

Price per Kg       :  Rp. 3.000,00 

Holding percentage   :   10 % 

EOQ  =  2136 
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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 calculations, the conclusions drawn are as follows:  

 

1 For Production Planning of 12V 75 Ah batteries are 1096 in 2014  

2 For Raw Material Planning in the following table:  

 

Raw Material Ordering Price per unit Raw Material Cost 

Plate Sel - 46032 1000 46.032.000 

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 the purchase of raw materials for the production of batteries 12V 75Ah is Rp. 

1,521,357,600.00 per year 
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ABSTRACT 
 

The main purpose of this research is to determine the effect 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 

multiple 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 used classical 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 Quality (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 in digital 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 services using 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 about 10-20 seconds, so that the 

guests who had been done taking 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, digital 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 means it is 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 on14-10-2013, 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 

mailto:rendy.iswanto@ciputra.ac.id
mailto:tina.melinda@ciputra.ac.id
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month minimum in 2012-2013, in which the printers mostly sold to re-sellers and partly 

are sold to the 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 photo corner 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 a pre-survey using 10 people. The respondent 

of this pre-survey 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 uses the Photo Cabin as its photo corner needs. Results of 

pre-survey dictates that 10 of the 10 respondents concerned to the price factor and 

product quality of a vendor photo corner.  

 

PRICEôS DEFINITION  

Priceôs Understanding in according to Kotler (2012: 290) is the amount of money that 

paid for a product or service, in which the amount of money by the consumer is other 

the benefits of ownership or use of a product or service. This is consistent with the 

proposed by Swastha on Sugiyanto (2012: 36) where the notion of price is the amount 

of money paid in order to obtain some goods or services and their service. However, to 

setting the price, to be cheapest is not always be the best option, because, quality of 

products / services are also important in the purchase decision. Even if the products / 

services at a higher price could be preferred by consumers than a lower price. (Owusu 

2013: 181). This is explained by a Kottler on Owusu (2013: 182) in which consumers 

use price as an indicator for the quality of a product / service and it also relates also to 

the prestige of the consumer. Here there are the indicators that characterize the price 

proposed by Stanton on Sagita (2013):  Affordability of the price, Priceôs conformance 

on product quality, Priceôs competitiveness, Priceôs conformance with benefits 

  

QUALITY PRODUCTôS  DEFINITION  
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) Consumers will 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 consumers. According 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 consumer in the purchase and use of products or 

services, Features, refers to the additional specifications, or specifications 

complementary addition to the basic specifications, closely with a choice of products or 

services and development, Reliability, refers to the probability of a product or service 

when its success in carrying out the functions in a certain period of time, Conformance 

to Specifications, referring to the specification of the product or service to what has 

been previously defined or declared in accordance with the wishes of 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 used under normal conditions, Aesthetics (Asthethic), refers to how 

consumers feel about the existence of the products as quality, it is subjective as it relates 

to individual preferences and personal consideration of aesthetic factors, Serviceability 

refers to the services 

 

BUYING DECISION DEFINITION  

According to Peter (2010: 5), to defines consumer behavior as a process 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, pricing information, product packaging, 

product appearance, etc.. Indicator purchasing decisions according to Kotler in Widodo 

(2012: 14), namely: Stability on a product or service, Habits in purchasing a product or 

service, Provide recommendations to others, Restate to 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 Utami Research (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 consumer buying decision process. And from the results 

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 low, the 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 purchasing decision.  

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 of the products 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 to research  by Owusu (2013) stated that the quality of products have a 

considerable influence on the value of a product or service. This is supported by 

previous research that used as reference by the research Shaharudin et al (2011) where 

in the research stated that the product quality is a factor that has positive influence on 

purchasing decisions. Quality factor of the product is able to help consumers to 
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differentiate a product from a manufacturer with a producer the other one, and usually 

senses are able to capture the quality factor of the product is the sense of sight or eye. 

Good product quality must be able to drive the purchasing decisions of consumers. 

Similar to previous research by Wahyudi (2012) which is used in this research, that the 

quality of the product has a significant influence on purchasing decisions. Wahyudi 

research suggests that consumers are generally spending money to buy a product or 

service, will  compare the quality of the product more than amount of money that spent. 

 
RESEARCH FRAMEWORK CONCEPT   
Based on the discussion of the background to the INTRODUCTION, found high rates 

of competition due to low entry barrier in the corner photo business. Based on the 

results of pre-survey, obtained the price factor and product quality factors were 

instrumental in the purchase decision process of vendor photo corner. 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 formed in the framework 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 refers to the 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 variables can be seen in the following figure: 

 
Figure 1 Relationshipôs chart between variables 

 

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 proposed 

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 products has a positive influence simultantly 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 problem 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 methods 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: 15). This research 

take place in Surabaya, where the Surabaya is the focus of the Photo Cabin market. 

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 corner vendor 

purchasing decisions. In 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 the same opportunities. Where is the technique that will be 

used is random sampling technique samples which means that every element in the 

population has the same chance to be selected. (Kuncoro 2009: 127) The method used 

for data collection in this study is to use a questionnaire distributed to respondents. The 

nature of the question is closed, using a Likert scale. In response to a question the 

question on a Likert scale, respondents choose the level of agreement to a statement by 

choosing one of the answer choices are available. Answer choices are as follows: 

strongly disagree - disagree - agree - strongly agree -very agree completely.  

 

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

Category Respondents 
Percentage 

(%) 

Male 14 45.2 

Female 17 54.8 

Result 31 100 

                 

Based on Table 1 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 people (54.8%). These results provide information that most 

respondents were consumers with the female gender. 

 

Table 2 Descriptive Analysis Profile of Respondents by Age 

Category Respondent Percentage (%) 

<20 Th 2 6.5 

20-30 Th 14 45.2 

31-40 Th 12 38.7 

>40 Th 3 9.7 

Result 31 100 

 

Based on Table 2 it can be seen that the respondents were aged under 20 years were 2 

(6.5%), respondents aged 20 to 30 years as many as 14 people (45.2%), respondents 
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aged 31 to 40 years as many as 12 people (38.7%) and respondents over the age of 40 

years as much as 3 persons (9.7%). These results provide information that consumers 

Cabin Photo services are becoming the majority of survey respondents aged between 20 

and 30 years. 

 

Validity  Test 
Validity test is done to determine the extent to which the questionnaire measure what is 

desired. Used to measure the validity of the Pearson product moment correlation. If the 

Pearson product moment correlation between each of the questions with a total score 

resulted in a significance value of <0.05 (Ŭ = 5%), then the item is declared valid 

question. Validity testing performed with SPSS 13.0. Validity testing performed with 

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

indicators (question items) in the variable Price, Product Quality and Purchasing 

Decision generate significant value less than 0.05, so that all of the items that make up 

the questions the study variables can be declared invalid. 

 

Reliability  Test  
Reliability test was conducted to determine the extent to which the questionnaire can be 

trusted or reliable. Used to measure the value of Cronbach alpha reliability. If the 

Cronbach alpha values greater than 0.6, then the variable is said reliable. Reliability 

testing performed with SPSS 13.0. Just as the validity of the test, before tested to the 

respondents of this research it was tested to the first 30 respondents before the 

instrument is used on the research respondents in this research. Reliability testing 

performed with the SPSS program. The variables Price, Product Quality and Purchasing 

Decision had Cronbach alpha values greater than 0.6, in addition to the value of 

Cronbach alpha if  item deleted on each indicator (item question) does not exceed the 

value of Cronbach alpha for each variable. From these results it can be concluded that 

the three variables can be declared reliable research 

Regression Analysis  

Multiple linear regression analysis 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 Result of 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 variable: Purchase Decision 
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Correlation Coefficient  
Table 3 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 relatively strong (tightly).  

 

Coefficient of Determination  
Based on Table 3 the coefficient of determination (R²) 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%, while 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 (F Test)  
Based on Table 3 it can be seen that the F-test produces the F count of 21,392 with a 

significance value of 0.000 whose value is less than 0.05 (Ŭ = 5%). From the results it 

was concluded that the price and quality of products simultaneously significantly 

influence the purchase decision at a Photo Cabin products. Based on these results, the 

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 decision in Table 3, 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 the study who suspect price variables significantly 

influence the purchase decision of consumers, proven true. Testing the effect of product 

quality on Purchase Decision generate t count of 2,246 with a significance value of 

0.033 whose value is less than 0.05. 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 purchase decision, proven true. To 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 influence. Based 

on the Table 3 it can be seen that the variable price (X1) is variable with the largest beta 

value is 0.499, From these results it was concluded that the price is the most dominant 

variable effect in influencing purchase decisions of consumers, when compared with 

variable product quality. 

 

CONCLUSIONS AND SUGGESTIONS  
Testing the effect of the price variable to variable purchase decisions in Table 3, 

produce T count of 3,176 with a significance value of 0.004 whose value is less than 

0.05. It concluded that the price is partially significant effect on product purchasing 

decisions in Photo Cabin. Therefore, in order to attract better clients, then the Photo 

Cabin that had set the price at the beginning of the turn of the year only, should more 

often make adjustments and pricing that is in intervals shorter than 1 year, in order to set 

a price that is competitive with photo corner another vendor. However, in order not to 
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get caught in a price war with competitors, Photo Cabin for the future are expected to be 

able to maintain and improve the quality of the product or its service, and also need to 

be able to communicate to the prospective clients about the quality of the product or 

service they will receive. Testing the effect of product quality on Purchasing Decisions 

in Table 3, produce t count of 2,246 with a significance value of 0.033 whose value is 

less than 0.05. It can be concluded that the Product Quality is partially significant effect 

on product purchase decision in Photo Cabin To be able to attract more clients then 

Photo Cabin need to find a solution in order photo prints from Photo Cabin can last a 

long time. If  prior research prints photos directly inserted into the frame, then after this 

study the Photo Cabin try to run the solution to protect the photo prints photo prints by 

entering into mica pastik first before inserting into the frame so that the photo prints can 

last more long. And also to maintain the print quality of photos, the Photo Cabin also 

need to perform maintenance on the machine and the printer to print quality maintained 

and also prevent damage to the printer in the midst of the 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; 2) determine 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 Analysis aimed to 

influence the intrinsic motivation (X1) dan extrinsic motivation (X2) 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 obtained use sampel jenuh. Data retrieval technique using a 

questionnaire. 
The results of this study indicate that the intrinsic motivation (X1) dan extrinsic 

motivation (X2) simultaneously influence the player performance (Y), because 

the obtained value of F 10,119 with significance level of 0.000. Partially, 

intrinsic motivation (X1) significantly influence the player performance (Y), with 

a value of 2,083 with a t-test significance level of 0,009. In addition, the 

extrinsic motivation (X2) also has a significant influence player performance (Y), 

where the value of 2,469 t-test with significance level of 0,019. 
 

Keywords: Intrinsic Motivation, Extrinsic Motivation, Player 

Performance 

 

INTRODUCTION  

 

Sports development in Indonesia has undergone a change. So much sport in Indonesia, 

basketball is the number one sport for young people in Indonesia. Based on the survey 

of teenager aged 13-17 years in 11 major cities which have hosted the Honda DBL at 

least. The sample surveyed is random, youth are not only the school that became 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 formation of 

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 

mailto:bongjeffry@hotmail.com


The First International Conference on Entrepreneurship 

Book One  99 

 

players who play in a professional league as much as 34 players consists of 17 players 

CLS Knights Surabaya players 17 and Fever. 

 
Table 1. Surabaya Fever Result 2007-2013 

Season  Target Finish at Regular Season  Finish at Playoff Target Achievement 

2011-2012 Champion 1st  Champion  Completed 

2012-2013 Champion 1st  Runner-up Failed  

Source: Data were processed in 2013 
 

Table 2. CLS Knights Result 2007-2013 
Season  Target Finish at Regular 

Season  

Finish at Playoff Target Achievement 

2007-2008 Road to playoff 9th Failed road to 

playoff 

Failed 

2008-2009 Road to playoff 5th Failed in first round Completed 

2009-2010 Final four 4th 4th  Completed 

2010-2011 Road to Final 4th Runner-up Completed  

2011-2012 Champion 5th Failed in first round Failed  

2012-2013 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 2010-2011 successfully finish at runner up, but 2 2011-2013 does not qualify for 

final four of the NBL. Surabaya Fever season 2011-2012 are champion of WNBL but 

season 2012-2013 only became runner-up. Based on the achievement of CLS Knights 

Surabaya and Fever management under Knights do not reach the target at last season 

Achievement earned by CLS Knights Surabaya Fever and certainly will never be 

separated from the aspect of motivation of team members. The 2013-2014 season CLS 

Knights have become the target of the NBL champion. Surabaya Fever also has targeted 

reclaim the Championship title last 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 becoming champion 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 extrinsically on the performance of a 

basketball player in the management of knights.. 

In this study there are three objectives, the first is to investigate the influence of intrinsic 

motivation and extrinsic motivation simultaneously to player performance. The second 

goal from this study is to determine the influence intrinsic motivation to player 

performance. And the third goal is to investigate the influence of extrinsic motivation to 

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 environment. According 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 Hartati (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 to motivate 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 cause 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 cause of disgruntled 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 satisfaction does 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 for self-actualization, whereas the 

recognition of others is a requirement for the award. 

Herzberg in Schermerhorn (2008: 348) 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 advance and agreed 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 play its part in 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 person's results 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. 

According 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 

result of 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, 

creativity 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 influence Knights management players 

performance. 

H3 : Extrinsic motivation has a significant influence on Knights management 

players performance. 

 

RESEARCH METHODS 

The research approach used in this study is quantitative approach. As for the type of 

research used in this 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 population in this study is determined from the number of Knights management 

players 2013 is 34 people. In this study, for the collection of samples, the technique 

used in this study is sampling jenuh. The technique of determination of the sample when 

all members of a population 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 or sampling jenuh 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 used in this study is Data interval, which is associated with intrinsic motivation 

and extrinsic motivation. Sources of data used in this study are divided into two, namely 

internal and external. What is meant by the internal data is a data company. While 

categorized into external data is data players and a wide range of literature review and 

other sources such as previous studies, reference books, etc. Data collection methods 

used in this study is through questionnaires. 

Variables examined in this study can be divided into two. The first variable is called the 

independent variable which consists of the intrinsic motivation () and extrinsic 

motivation (). While the second variable is called the dependent variable is the player 

performance (Y). 

 

Data Analysis Techniques 

1. Multiple Linear Regression Analysis 

Multiple linear regression is a method used to determine whether there is influence 

of independent variables on the dependent variable (Ghozali, 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 : 1st Independent Variable (intrinsic motivation) 
 X2 : 2nd Independent Variable (extrinsic motivation) 

 

2. Simultaneous Significance Test (F test) 

F test was conducted in order to determine whether the independent variables have 

a significant effect simultaneously on the dependent variable (Sutrisno in Istiarini 

and Sukanti, 2012). The conclusion that can be drawn from the F test is if  the value 

of the F test of significance smaller than 0.05, it indicates that there is a significant 

relationship between intrinsic motivation and extrinsic motivation simultaneously 

to the Knights management players performance. 

 

3. Individual Significance Test (t test) 

T test conducted in order to determine the significance between the dependent variable 

(Sugiyono in Istiarini and Sukanti, 2012). The conclusion that can be drawn from the t 

test is if  the value of the t test of significance smaller than 0.05, it indicates that there is 

a significant relationship between intrinsic motivation and extrinsic motivation 

simultaneously to the Knights management players performance. 

 

RESULT 

Characteristics of Respondents 

 
Table 2. Characteristics of Respondents by Gender and Age 

Attributes  Category Number Percentage (%) 

Club 
CLS Knights 17 50 

Surabaya fever 17 50 

Gender 
Male 17 50  

Female 17               50 

Age 

18-25 years old 20 58,8 

26-33 years old 11 32,3 

> 33 years old 3 8,8 

Since 

2008 5 14,7 

2009 3 8,8 

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 the table above, it can be seen that most of the respondents by gender is male as 

many as 17 people (50%), the highest age category is age 18-25 years by the number of 

20 people (58,8%).and the most joint since 2013 sby the number 11 people (32,4%). 

 

Multiple Linear Regression Analysis 
Based on the research that has been done then obtained the following results: 

 
Table 3. Result of Multiple Linear Regressions 

Variable Regression Coefficients 
Constants 
Intrinsic Motivation (X1) 
Extrinsic Motivation (X2) 

0,069 
0,425 
0,539 

Source: The study results were processed in 2014 

According to the table above, generated regression model is: 

Y = 0,069 + 0,425 X1 + 0,539 X2 

Regression equation above can be explained as follows: 

1. Regression coefficient of variable intrinsic motivation () is 0.425, it means that 

if the variable value is fixed extrinsic motivation and intrinsic motivation will  go up 

one point, then the player performance (Y) will  increase by 0,425. The coefficient is 

positive it means there is a positive relationship between intrinsic motivation with 

the player performance, the higher the intrinsic motivation, the higher the player 

performance. 

2. Extrinsic motivation variable regression coefficient () pales 0,539 intrinsic 

motivation variable value is fixed and the extrinsic motivation will  go up one point, 

then the player performance (Y) will  increase by 0,539. The coefficient is positive it 

means there is a positive relationship between exstrinsic motivation and player 

performance, the higher the extrinsic motivation, the higher player performance. 

 

F test 
Table 4. Result of F test 

Variable Sig.  R2 

Intrinsic Motivation (X1) 
Extrinsic Motivation (X2) 

0,000 0,395 

Source: The study results were processed in 2014 
 

Based on the F test in the table above shows that F Calculate the resulting value of 

10,119 with a significant level of 0.000, which is smaller than 0.05, which means it is of 

variable intrinsic motivation and extrinsic motivation simultaneously significantly 

influence player performance. 

 

t test 
Table 5. Result of t Test 
Variable Sig.  

Intrinsic Motivation (X1) 
Extrinsic Motivation (X2) 

0,009 
0,019 

Source: The study results were processed in 2014 
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t value in the variable service quality by 2,803 to 0,009 below the significant level of 

0.05, have indicated that intrinsic motivation variable partially influence on player 

performance. Similarly, the extrinsic motivation variable, the resulting value of t at 

2,469 with a significant level of 0,019 below 0.05, it means the extrinsic motivation 

variable partially influence on player performance. 

 

CONCLUSION 

Based on research results that have been discussed in the previous chapter, it can be 

concluded as follows: 

1. Intrinsic motivation and extrinsic motivation have simultaneous influence on 

player performance. Intrinsic motivation and extrinsic motivation together can 

result in the same spirit of the players, because aside from 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 create good 

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 motivation to improve the performance of employees. 

2. Intrinsic motivation has a significant influence on player performance. A high 

intrinsic motivation cause the player with their own accord without being forced to 

improve performance in playing basketball. Players are 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 a significant influence on the player performance. 

Extrinsic motivation is a factor 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 fulfillment 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 comprising efficiency, 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 motivation to 

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 athlete. Give a little bit of freedom players in doing other work 

activities. 

Players feel less like tasks as basketball athletes like 

a boring exercise.  

1. to provide a varied workout exercise but the goal is 

the same.  

2. Often do game situations at the time of exercise.. 

Chance players raise achievement still valued less by 

the player. 

Choose a coach who had the courage to try young players 

with player evaluation.  

The opportunity to develop the performance of 

individual players are still valued less by the player.  

Recruiting individual coaches to develop the performance of 

individual players. 

The lack of opportunity to add experience to the 

young players. 

 Often doing tests with other teams and dare to try the free 

trial of young players.  

The good performance of the scant recognition from 

management. 

 Bonuses will be performance. 

A small sense of responsibility over the given 

exercise. 

Provide confidence and playing time to young players. 

Players have a sense of responsibility for the health 

of the body is quite high. 

Increase awareness of the importance of players again body 

health to improve performance. 

Source: The study results were processed in 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 daily 

needs.  

Evaluation of the need for players to meet the daily needs.  

Salary provided less meet the expectations of the 

players.  

Salary offer by management not too pressed, looking upon 

the player before. 

The value of the contract was not materially in 

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 not 

timely. 

Communication management with players must be 

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 stuffy 

field conditions. 

Increase the number of exhouse and the fan. 

The slippery field because field conditions which 

have long caused a lack of security in the practice.  

Repainted the field.  

Managers have adequate behavior in support of 

communication with the players, but the players are 

low because rarely present in practice.  

1. Manager are required to attend every practice session.  

2. Manager doing briefings with the players once a month.  

Coach lacking in providing technical assistance to 

the player.  

Add Assistant coaches, in order to reduce the burden of 

coaches in terms of providing technical assistance to the 

player.  
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Communication with the coaches sometimes 

hampered by a sense of hesitate.  

The Assistant should be more interactive with the player, so 

it can be as people voice communication between players 

and coaches.  

Communication between players and management is 

still lacking.  

Adds meeting with management team.  

Communication between players in one team is 

already good enough. 

Improve communication between players by holding 

outbound activities.  

Source: The study results were processed in 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 the 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 business. In this area there are 

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

óstartô or órealizeô Its relation to the direction of entrepreneurial education lies 

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 model for students though methodologically itôs relatively 

difficult to prove. Inviting students 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 in accordance 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 role of entrepreneurship 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 statement (Wijaya, 2008) stating that 

any country is moving to developed country when the amount of entrepreneur shows at 

least 2% 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 Indonesia. 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 chance of becoming 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 unless new 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 vocational 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 evident. Based 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 of entrepreneurial 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 formed yet. 

Question often raised by many experts is ñWhat makes some individuals have better 

entrepreneurial spirit than others?ò. Licht (Sarwoko, 2011).        

Surabaya as one of big cities in Indonesia should provide its own opportunity for 

Vocational High School 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 the fact that job availability doesnôt match with the amount of new 

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 according 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 tailoring business.  

The pedagogical challenge of entrepreneurial education lies on the 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 the sharpening of sense and eventually will develop certain 

entrepreneurial behavior (Tatiila, 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 only intend to do but not dare to óstartô or órealizeô realizeô 

Its relation to the direction of entrepreneurial education lies on the demand that teacher 

as facilitator should have capability in internalizing the spirit of entrepreneurship on 

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 risk. Gorman, et.al (Heinonen & Poikki, 2006) stated 

that the objective of entrepreneurial education includes (1) learning to understand 

entrepreneurship (2) learning to be entrepreneurial, and (3) learn to become 

entrepreneur. 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 

through 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 

students 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 

sharpness 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 study on previous 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 behavior 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 spirit or being entrepreneur.   

According to Solomon and Fernald (1991) as well as Hisrich and Peters (2002) as cited 

by Bell (2008), traditional entrepreneurial education focuses on the arrangement of 

business plan, how to get financing, the process of business development 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 business management are 

not guaranteed to be successful entrepreneurs. Solomon and Fernald (1991). They need 

to be provided with many attributes, skills, and behaviors that can improve their 

entrepreneurial competence. It means that entrepreneurial subject must be designed 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 focusing to 
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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 Entrepreneur, which is further divided into 2 groups: owner entrepreneur 

and professional entrepreneur. Owner entrepreneur is the creator and owner of 

business. While professional entrepreneur is an individual who has entrepreneurial 

capacity but he/she practices it in company that belongs to someone else.  

2) Academic Entrepreneur describes academician that teaches and manages 

educational institution with pattern and style of entrepreneur but still maintains the 

noble objective of education. 

3) Government entrepreneur is an individual or a group of people that leads and 

manages government institution with entrepreneurial spirit and proficiency. 

4) Social Entrepreneur is a founder or a manager of social organization that 

successfully gather community fund for social assignments. 

The objective of entrepreneurial learning is how to transform entrepreneurial spirit, 

attitude, and behavior from business entrepreneur group that becomes basic material to 

explore other entrepreneurial environment; academic, government and social 

entrepreneur. 

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

business entrepreneur especially owner entrepreneur or the candidate of independent 

entrepreneur that has capability in founding, owning and managing companies as well 

as capacity to enter 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 integrated and comprehensive educational operation such 

as through counseling, coaching, consultation and so on 

According to Suherman (2008:29), entrepreneurial learning should be commenced with 

preparation and provision of learning materials that fit to theory, practice 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 target. Afterward, along with 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 can strengthen learner 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 that is fulfilled 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 learners to 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 fourth H is 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 risks as entrepreneur.  Learner in 

terms of this area can be given through AMT (Achievement Motivation Training) or 

Outbound Training. After learners learn four Hs above, it is expected that they can put 

them into practice and become entrepreneurs. Therefore it is considered important to 

add another impelling factor. Farzier and Niehm (2008) citing from Van Auken et.al 

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

become entrepreneur. In this area, Farzier and Niehm (2008) gave 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 individual 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 Shapero and Sokol 

(1982) as cited in Farzier and Niehm (2008) found that education 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 form of lecturing. 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.     

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

conducting entrepreneurship can be matured through education process. Individuals 

who become entrepreneur are those who recognize their potential and eager to learn to 

develop their 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, 

discussion, 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) Atti tude Internalization. Attitude internalization is carried out through habituation 

and encouragement in doing something. Sometimes it must be done through the use 

of ñpressureò or ñinvoluntarinessò in positive meaning such as applying deadline   

3) Technical provision. It aims to give technical and useful provision to live life in 

future, not a grandiose knowledge  

4) Early experience provision. It aims to encourage learners to be bold in ñtaking 
pacesò, feel the enjoyment of success and learn from the bitterness of failure 

(Sumarsono, 2009). 
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Components of Entrepreneurial Program  

Entrepreneurship Education Program-EEP consists of various components designed to 

achieve its objective. Figure 1 shows the correlations between components. 

 

 

 

 

 

 

 

 

 

 

Figure 1  Components of Entrepreneurship Education Program  

                (source : Aberti et.al, 2004) 

 

Figure 2.1 shows that there are 5 components and 8 correlations between components in. 

Correlation 1 shows that the determination of objectives must consider audience need 

and characteristic. For 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, while the learner 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 and 6. Correlation 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  

Gorma et.al (Heinonen & Poikkijoki, 2006) stated that the objectives of entrepreneurial 

education include: 1) learn to understand entrepreneurship, (2) learn to be 

entrepreneurial and (3) 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 objectives. Many experts argue that willingness to take risk becomes 

the nature of entrepreneur in which risk is connected with chance. If different people see 

it as risk, an entrepreneur sees it as chance (Heinonen & Poikkijoki, 2006). As a result 

the main entrepreneur behavior is ability to seize, evaluate, and exploit chance (Shane & 

Venkataraman, 2000). 

The pedagogical challenge of entrepreneurial education lies on the more holistic 

entrepreneurial competence (Tatiila, 2010). Consequently entrepreneurial education 

must be centered on learners and provide opportunity to learners 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. It means that readers can do learning activities without the direct 

presence of teacher. Language, pattern, and other completing features found in module 

is arranged in such way that it provides the impression of ñinstructor languageò or 

language of teacher who is teaching. Consequently, 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 achieve the expected 

competence in accordance with its complexity level. Module can be considered a good 

and interesting one is it has the following characteristics (Diknas, 2008): 

1) Self Instructional; means that through the module someone or a learner is able to 

learn independently, not dependent on other parties. 

2) Self Contained; means that a module completely contains all learning materials of 

a learned competency or sub competency unit.  

3) Stand Alone; means that the developed module doesnôt rely on other media or is 

necessarily used together with other learning media.  

4) Adaptive; means that module 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 technology as 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 responding and 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 intelligence, 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 for Vocational 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 regulation 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 level 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 entrepreneurial subject 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 daily life in local 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 of industrial 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 load in Vocational High School 

(SMK/MAK) consists of face-to-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 is division called 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 themselves in production 

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 National 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 and entrepreneurial 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 High School (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 and training program (inter discipline) in 

learning process to accomplish the internalization and personalization of entrepreneurial 

values intended to be known, understood,  comprehended and implemented consistently. 

The integration of entrepreneurial values should consider 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 students will posses 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 in teaching material under discussion so 

teachers donôt need to find special material in order to shape entrepreneurial spirit in 

education and training subject that is being taught. 

In entrepreneurial learning, teachers play significant and decisive role. It is difficult 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/her daily life.  

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 meet educative 

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 according to student 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 attention and interest 

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 (contextual 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 students to cooperate and collaborate in 

understanding moral values under discussion (cooperative 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 student activity and creativity. 

7) Learning directed to habituate students in conducting careful observation on 

surrounding reality (local, regional, national and global) 

8) Teacher who always functions as role model in thinking, attitude exposure, and 

action in implementing 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 firmly within 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 preserved as attention 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 expected to have 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 of independent 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 to achieve 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 implementation 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 implementation 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 into 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 expected 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 that such 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 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 solution to the company in exploring the 

sources of competitive 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, samples were 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 each - each 

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 positive and 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 advances and socio-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 the company 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 marketing, development and product design 

and production. 

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. Competence held 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 the 1980s (Tjiptono, 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 advantage should 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 that gave 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 knowing 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 achievement as measured 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 market share and 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 competitors. If 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, the company's total 

sales expressed as a percentage of sales to major competitors. Measurements with the 

overall market share is widely used because   it only requires   information on total sales 

(Kotler, 1997) 

Surabaya as a maritime city has a natural resource that is 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 Tanjung Perak. 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 really a big role in the development 

of  Surabaya as a maritime city. 

Fisheries sector 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 earnings 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 continues to 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, Surabaya mostly 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 on data 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 meal (0.08%), 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 income that 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 utilized 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 the average 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 office 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 skills or expertise (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 advantages the company 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 the field of marketing 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. This research 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 

research 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 

solution to 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 Competitive Advantage (Competitive Advantage) Competitive 

advantage relates 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 alternative strategies: 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, 

marketing 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 activities 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 creating value 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 result. Competitive advantage has stage process 

consisting of a source of excellence, excellence and achievement of final results 

position as well as investment income to sustain excellence. 

Competitive advantage analysis showed the differences and uniqueness among its 

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 technical capabilities, 
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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. For example, 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 example, the 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 internal 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 company to provide 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 excellence 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 are a number of 

other terms that mean the same, such as: small business (small business), small 

companies (small enterprise or a small firm), small-scale enterprises (small scale 

busines) and others . Some claimed the small industry is the sector, while small industry 

is the sub-sector. 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 frequently used 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 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 competitors. If 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, the company's total sales expressed as a percentage of 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 share of 

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 performance (Tambunan, 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 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 knowing 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: 11). 

 

RESEARCH METHOD  

MeasurementVariables 

Sources ofCompetitive Advantage(X) 

Isthe abilityand performance levelofmarketingthatsupportsthe achievement 

ofstrategicobjectiveswithindicators(Sukarno, 2009, 568) 

1) AdvertisingCampaign 

2) AbilityMeetsTargetMarketDemands 

3) Pricing 

4) The extent ofProduct Line 

5) The extent ofDistributionCoverage 

6) SelectiveDistribution 

7) SalesMastery 
 

Boundvariables: 

Performance ofSmall Industries(Y) 

Is the level ofachievementSmallFish ProcessingIndustriesismeasured in terms 

ofworkwith theindicator(Muljaningsih andSukarno, 2011:148): 

a) SalesGrowth 

b) Profitability 
 

Population 

The populationinthis studyis theoverallindustryownersandemployeesFish Processingin 

Tambak Wedi. 

 

Sample 

In this study, samples were taken from the Small Fish Processing Industry in the Village 

Pond Wedi, with a number of indicators at least 9x10=90 customers. And tomeet the 
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requirements of the SEM test which requires a sample of 100-200, then the sample in 

this study of 100 people. 

 

TechnicalAnalysis 

Hypothesis testing used in this study was multi variate analysis with Structural Equation 

Modeling (SEM). Assessment of influence on each-each independent variable on the 

dependent variable using path coefficient. 

 

RESULTS AND DISCUSSION 

EvaluationModelOne-StepApproachtoSEM 

In the SE Mmodel, measurement modelandstructuralmodelparametersestimatedjointly. 

This method is some what experienced difficulty in meeting the demands of the 

modelfit. Most likely caused by the interaction between measurement models and 

structural models are estimated jointly (one-step approachtoSEM). 

One-step approach to SEM is used when the model is believed that based on strong 

theory and the validity and reliability data is very good. (Hair.et.al, 1998). 

 

Table1. EvaluationCriteria forGoodnessofFitIndices 

 
Criteria  

Results  
Critical 
Value  

Evaluation 
Model  

Cmin/DF  0.810  Ò 2,00  good  

Probability  0.594  Ó 0,05  good  
RMSEA 0.000  Ò 0,08  good  

GFI 0.982  Ó 0,90  good  
AGFI  0.953  Ó 0,90  good  

TLI  1.054  Ó 0,95  good  
CFI 1.000  Ó 0,94  good  

 

From the results of evaluation of the model was one step elimination nof all goodness of 

fitcriteria are used, all showing good results of the evaluation model, the modelis 

consistent with the data. That 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: 

2532933763>0indicates there multi colinierity or Singularity in this dataso that 

assumptions are met. Thus there gression coefficientof each factor can betrust edas seen 

in the causality test below. 
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Table2. EvaluationCriteria forGoodnessofFitIndices 

   
Ustd  Std  

Prob.  
Faktor  ē Faktor  Estimate  Estimate  

Sources of Competitive 
Advantage  

ē 
Performance 
of Small 
Industries  0.029  0.150  0.028  

limit of significance  ē       Ò 0,10  

 

 

Judging from the level of Prob. direction of causal relationship, then the hypothesis 

which states 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 competitive 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 results better 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 when viewed 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 are considered 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 advantage in marketing to the company's performance, showed that these 

variables have positive and significant influence 

 

Suggestion 

By considering the limited-keterbatasam this research, this study's findings are expected 

to remain useful for the manufacturing industry 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 to survive in 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 example, the results 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 sources of other advantages. 
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ABSTRACT 
 

Small and medium enterprises, which are often referred 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, 

mentoring, 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 the factors 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 the dimensions 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 Taker, 

Creativity And Innovation 

 

 

INTRODUCTION  

 

Small and medium enterprises play a significant role in economic growth and 

employment rate. This role is also considered as a strategic role in national economic 

growth. SMEs are better equipped to survive economical crisis compared to large scale 

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 expectation (Partomo, 2002). Several researchers attempt to 

explain the reasons behind this condition; Pambudi and Rabanni (1995) in Nurhayati 

(2004) mention about how the interaction of several contributing factors such as 

marketing, financial, management, technical, location, human resources, and financial 

structures affects the performance of small enterprises.  Meanwhile, Idrus (1990) and 

Scarborough & Zimmerer (1993) suggest that management incapability, weak decision 
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making process, lack in experience, and weak financial supervision are 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 General of High 
Education of Ministry of Culture 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 performance level of small enterprises. This condition is closely related to several 

internal and external problems faced by SMEs. Several internal problems include the 

inability to capture market opportunity, capital shortage, and managerial wekness, 

which includes the 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 employed 114.815 people in 2003, 126.240 people in 2004, 

and 126.318 people in 2005 (BPS, 2009). The food manufacturing industry in East Java 

escalates in number in 2003 as many as 44.371 business units, 56.536 units in 2004, and 

56.618 units in 2005 (BPS 2009). These statistics are based on the assumption that 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 commonly produced 

raw materials from each area. As quoted by Sangen (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 factors of human and their 

intuition, as well as the society and culture they come from.  

 

The essence of entrepreneurship according to Drucker (1959), as quoted by Suryana 

(2006), is the ability to create something new and different by using creative thinking 

and innovative action to create an opportunity. The creative and innovative process is 

performed by entrepreneurs with creative and innovative characters. According to 

Suryana (2006), the characteristics include: (1) confidence, with indicators of high 

confidence, optimism, commitment, discipline, and responsibility; (2) initiative, with 

indicators of enthusiasm, pace, and active behavior; (3) high achiever, with indicators of 

result orientation and insight for the future; (4) leadership, with indicators of being 

different, trustworthy, and tough; and (5) calculated risk taker. 

Zimmerer (1996:51) in his book Entrepreneurship and The New Venture Formation 

discloses that creativity is creating something from nothing, and is a result of combining 

old and new ways to create 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. Meanwhile, Baldacchino (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 in a corporation. Creativity is a character that an 

entrepreneur must have (Karutko 2009). Creativity is an important factor in creating 

competitive advantage and business sustainability (Alma, 2009). In conclusion, 

creativity is the ability to develop new ideas 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 value of entrepreneurship 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 possibility is low. According to Drummond (2009), most 

people see risk as a bad possibility or a potential disaster. Sofjan (2009, 52) states that 

failure is not something shameful or something to avoid. Therefore, an entrepreneur 

should deal with risk in a calm manner (Yudiantoro 2006: 86-88). 

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 products, financial support, and other 

advantages that the competitors have in the market (Suryana, 2006). Therefore, an 

entrepreneur has to understand his own strength and weakness as well as the ones 

possessed by his competitors. As Dan & Bradstreet (1993) suggests, our weaknesses 

and strengths, as well as our competitorsô, are an interesting subject for analysis. Every 

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. An entrepreneur also needs to be 

able to identify the size of the penetrated market (Susanto, 2009). This 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 relation to the companyôs ability to perform in many researches 

(Matsuno et all., 2000; Atuahene-Gima dan Ko, 2001; Miles, Munilla dan Cavin, 2002). 

If entrepreneurs, executives, and managers can understand the relationship between 

their works and the entrepreneurship 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 all small enterprise owners who are involved in food 

manufacturing industry in Surabaya. The sample includes small enterprises in food 

manufacturing industry which meet the criteria of having one to five employees and 

have established their business for at least one year. 

Sampling is based on Cluster Sampling technique. In getting the samples required, the 

researchers utilize several considerations to obtain informations related to the 

enterprises by choosing 148 business owners as the right respondents to provide 

information based on the purposes 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 best out of 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 these dimensions. 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 indicator is considered 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 0.252 

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 whether a regulation scale will be 

consistent and stable in doing its job (Kuncoro, 2009:175). The reliability testing 

used in this research is construct reliability test. This method will test the reliability 

by measuring the index using construct reliability with a minimum cut-off value of 

0,7 (Waluyo, 2011:113). 
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The following is the reliability test result of the Entrepreneurship Spirit variable 

dimension 

Table 2 Reliability Test of Entrepreneurship Spirit 

Indicator  Loading Loading2 (1-Loading2) 

(  loading)2 + 

 (1-loading2) 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 cut-off value than 0.7. 

 

The next part of the analysis discusses the loading factor value 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 3 Standardized Regression Weights: (Group number 1 - Default model) 

   

Estimate 

SE3 <--- Spirit_Entrepeneur .814 

SE2 <--- Spirit_Entrepeneur .737 

SE1 <--- Spirit_Entrepeneur .694 

Source: processed data 

Table 3 describes the loading factor value for each indicator as follows: 

a) The loading factor value for Creativity and Innovation (SE1) is 0.69. 

This means that the indicator statistically measures the Entrepreneurship 

Spirit as much as 0.69. 

b) The loading factor value for Risk Taker (SE2) is 0.74. This means that 

the indicator statistically 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 suggests that the three indicators shape the spirit of 

entrepreneurship, and that market sensitivity is the biggest indicator of the three. 

Therefore, it is essential that entrepreneurs pay good attention to these indicators in 

order to maintain a good performance. 

 

Companies with market sensitivity are market-oriented companies which constantly use 

market information to fulfill their customersô needs at present, as well as predict or 

anticipate future needs. Therefore, companies must have quick access to market 

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 unfulfilled needs of the 

people at present time. An entrepreneur also needs to identify the size of the market he 

will enter (Susanto 2009:126). This factor is strongly related to (1) the ability to identify 

the market, (2) the ability to be sensitive to the marketôs needs and movements, (3) the 

ability to capture a market share, (4) the ability to be attractive, and (5) the need to 

increase company capacity. Market-sensitive companies will apply marketing 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 company (Naver& Slater, 1990). 

The dimension of calculated risk taker character is to calculate the 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 low. Drummond (2009) finds that most people view risk as a 

potential disaster. Another researcher suggests that failure is not an embarrassment that 

should be avoided (Sofjan 2009, 52). Thus, an entrepreneur should not be afraid to take 

risks and calmly deal with them (Yudiantoro 2006: 86-88). This idea is also applicable 

to SME owners. They must consider failure as part of the process of being successful. 

According to Suryana (2013:121), the risks often experienced are: (1) technical risks 

related to expected product developments, (2) financial risks related to the financing and 

development of new products, and (3) competition risk, which is can be defined as the 

competitorsô ability to maintain their positions in the market. 

Baldacchino (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 in a corporation. Creativity is a character that every entrepreneur must have 

(Karutko 2009). Creativity is crucial for the establishment 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 essential for financial 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 available market 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 analysis suggests 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 Innovation. By knowing the market sensitivity 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 adaptive in 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) 

analyze 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 Java Province. 

 

Keywords : Fiscal Decentralitation, Investment Growth, Economic 

Growth. 

 

INTRODUCTION  

 

After Indonesiaôs Government applied UU number 22 Year 1999 about Regional 

Government and UU number 25 Year 1999 about Financial Balance Between Central 

Government 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 regional 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 government is able 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 (APBD) due to their 

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 decentralitation which 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 conducted as 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. 

mailto:Nekky_888@yahoo.com
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It is interesting to see that if a country is decentralitating 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 decentralitating, 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, and increasing 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 through gaining 

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, it can be formed several researchesô issues which are : 

(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 decentralitation on economic 

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 governments, and 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 about Regional 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 that authority. Beside that, there is also 

Laws number 28 Year 2009 about Regional Tax and Restribution which are regulating 

basics about Regional Governmentôs authority to conduct funds collecting to the 

regional society in order to earn income resource for regional development. Both basics 

laws and laws about regional tax and retributions mentioned above, basically are linked 

in one basic principal that is commonly named as money follows function. In this 

principal, functions which are given to regional by Laws number 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 taxes (taxing power) 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 Sadono 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 

indicator of developmentôs success. Higher the economic growth usually is followed by 

higher society wellfare, although there are other indicator which is income distribution. 

Adam Smithôs Teory of Growth (1723-1790) mentioned there are two aspects of 

economic growth which are (1) total output growth, measured by Gross Domestic 

Products (GDP) or Gross National Products (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 population, as 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 relief fund 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 (1991:268) 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, thus major change in investment very influences 

agregatôs demand and eventually also influences output and work opportunity (2) 

Investment collects accumulations of capital, by develop a number of buildings and 

usefull tools, potentials output of a nation increases 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 2005-2011 and cross section from 38 regencies 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 Analysis, and (d) Making tje report. 
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RESEARCH VARIABLE  

Table 1 Research Variable 

Construct Variable Notation Manifestation Variable (Indicator) 

1.  Fiscal 

Desentralitation  
X 

1.1. PAD / Total Regional Income 

1.  2. Balance Fund / Total Regional Income 

1.  3. BalanceFund / Total Regional Income 

1.  4. Public Allocation Fund / Total Regional Income 

  
.     5. Spesific  Allocation Fund / Total Regional 

Income 

2.  Investment 

Growth 

 

X2 

2.1  Growth PMA(X2.1) 

2.2  Growth PMDN (X2..2) 

 

2.  Economic 

Growth 
Y1 

2.1  Regional Domestic Product Growth Bruto upon 

constant basic price (Y) 

 

CONCEPTUAL FRAMES  :  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ANALYSIS DATA AND DISCUSSION 

Administratively, East Java are consisted of 29 regencies and 9 cities, making it the 

province with largest amount of regencies/cities in Indonesia, consist of 30 regencies 

and 8 cities. 

 

 

 

 

 

Figure of Conceptual framework 
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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 showing that East 

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 sectoral growth  

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 economic 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 (6,63); 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 East Java 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 1 Numbers of Regencies/Cities which Have Higher Economic Growth Than East 

Java Economic Growth 

Year 
Number of 

Regency/City 
procentage 

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 Jawa Timur,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%); Malang 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 of regional 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%. Regions which have 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 (86,2%); 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 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 (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 that is in large 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 that Adjusted R Square value is 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 (100% - 20,3% = 79,7%) is 

explained by causes beside the models. While probability value (Sig.) is 0,000. This 

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 DAU 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 result with SPSS software shows that Adjusted R Square value is 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% - 3,8% = 96,2%) is explained 

by causes beside the models. 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 variables DAK, 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 value is 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 the models. 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 PMA. 

From fourth independent variables DAK, DP, PAD and DAU, individually PAD, 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 Square value is negative 0,003. Because it is negative then Adjusted R 

Square value is 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 variable 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 value is 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 




