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Abstract: This research is conducted based on the phenomenon of the apparel industry at Cipulir Market,
South Jakarta in small business context. The production rate drastically decreased since the tight competition
with the apparel product from China occurred when the free-trade policy was applied. Based on the literature
review, small business sector decreased because of the lack of role from the entrepreneur, government, and
managerial competence aspects. The purpose of this study was to quantify andexplain the effect
ofentrepreneurial orientation on business performance and the moderating influence factors and the role of
governmentas well as the factors mediating influence managerial competencies of entrepreneurial orientationon
business performance. The method applied in this research was quantitative method. The location of the
research was at Cipulir Market, South Jakarta. The research sample consisted of 255 people from the group of
apparel industry in small business sector. Data analysis utilized PLS (Partial Least Square) technique. The
result demonstrated that entrepreneurship orientation did not have any influence on the small business
performance. The government role was not yet influential to strengthen the relationship between
entrepreneurship orientation and business performance; yet, entrepreneurship orientation affected managerial
competence. Managerial competence influenced small business performance; Managerial competence a
requirement that entrepreneurial orientation capable of improving the small business performance.
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I. Introduction

Small business sector has considerable role to the overall economic development of a nation (1); yet,
the improvement of the small business competitiveness often faces constraints since the tiny economic scale and
limited resource availability. However, small business sector is able to implement flexibility for they have
simple internal organization, quickly responds and adapts to every change (2). Small business needs to keep
their flexibility in order to adapt to the environmental changes (3).

Some researchers mentioned that entrepreneurship is very crucial to the business performance
improvement (4), (5); yet, the relationship between entrepreneurship orientation and performance is varied still
(6), (7). Some research had proved positive significant relationship between entrepreneur orientation and the
performance of SME (8); (9); (10); (11); (12). Some other research demonstrated the contradictory results that
there was no relationship between entrepreneurship orientation and business performance (13); (14). The
relationship between entrepreneurship orientation and performance still needs contingency conceptual
framework to create a match among other constructs such as managerial competence and government support in
order to achieve optimum performance (15). Many organizations have taken their effort to improve
entrepreneurship orientation in their business (16); (17); nevertheless, it comes up a new argument stating that
mere entrepreneurship orientation is not sufficient to enhance business performance. To support small business,
it requires government role (18); (19). Further, Frank mentioned that government support on the small business
sector was perceived by some experts as the key to achieve performance accomplishment of the business in the
future time. Research on entrepreneurship orientation in long term period lately becomes a very interesting topic
and relevant with the recent condition as every business practitioner must deliver satisfaction for each of the
costumer (20).

Entrepreneurship orientation offers value-added by creating, developing, and maintaining the
relationship with the customers (21). (22) stated that a manager who has courage to take a risk tends to prefer to
introduce new product in order to respond the change of customer demand. This kind of manager is also pro-
active in the context of entrepreneurship related to the future perspective in taking initiative for anticipating and
chasing new opportunity to take over the market (23); (24).

The objective of this research is to analyze and measure the influence of entrepreneurship orientation
on SME performance, the role of entrepreneurship orientation on SME performance through government role as
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its moderator, the influence of entrepreneurship orientation on managerial competence, and the role of
managerial competence on small business performance.

. Review Of Literature
A. Entrepreneurship Orientation.

Schuler, (25), explained that entrepreneurship is an innovation creation to produce new product in an
existing organization or in a new organization. Entrepreneurship is a process conducted by individuals in an
organization both for their own interest and for organization interest by considering the resources that they
possess (26). Jones & Butler (27) described that entrepreneurship is a process that is run by an organization in a
way that considers the available opportunity and enhance quality related to the production factors to achieve
value-added. A successful entrepreneur in establishing his business does not only depend on his role but also on
his orientation toward the organization itself; thus, entrepreneurship orientation is an important part since it can
assist an individual to adapt to his working environment (28).

A rapid growth of the economic as occurring in Japan was rooted from the small business sector; it
happened in The U.S. as well since small business sector created new job vacancies. Therefore, developing
countries started to change their orientation related to the entrepreneurship aspect as they saw the experience of
developed industrial countries’ economic growth were supported by the SME sector. There is a difference on
the starting point of the government attention on the SME development between developing countries and
developed and industrial countries. Among developing countries, SME experiences tight competition and
distressed from the huge scale business. SME itself has weakness in keeping its product quality; yet, SME sector
is always connected to public interest and needs. Thus, government is willing to develop and protect SME. On
the contrary, in the developed industrial country, SME gets huge attention as it has several positive potential
factors to support national economics (29).

B. Government Role

Dahi (30) explained that government role was crucial to support small business performance; if there
was no capital support from government, small business performance would not be achievable. Okhomina (31)
also mentioned that positive environment was an important factor of the entrepreneurship successfulness.
Environment factor such as supporting environment moderates the relationship between psychological traits and
entrepreneurship orientation. Stam (32) explained that business performance would not run if there was no
government assistance in providing capital support. Positive influence of the environment such as supporting
environment has moderated the relationship among entrepreneurship orientation (33).

C. Managerial Competence

In the literature of strategic management, the importance of managerial competence in the
successfulness of small business has been studied; however, it provides various conclusions. Managerial
competence refers to personal skill which is oriented to tasks and related to the effective leadership (34);
meanwhile, management practice is related to formal methodology utilization to ensure the operation of the
organization (35).

It is mentioned that the role of managerial competence on the organizational performance depends on
the growth and development of the organization (36). The indicators of the managerial competence used by
Standard Chartered are interpersonal skill, initiative skill, and adaptive skill (37).

D. Organizational Performance

Drucker (37) explained that performance is “the level of achievement or obvious outcome that is
obtained which sometimes is used to obtain positive result.” Performance is also defined as the personnel’s
successfulness in achieving strategic objective from four perspectives: finance, customer, process, as well as
learning and growth (39). The definition above implies that organizational performance is the management
decisions’ outcome to achieve particular objective in effective and efficient way. Keats (40) formulated brief
conceptual framework of organizational performance by making a proposition that correlated entrepreneurship,
environment effect, and performance. Related to SME performance, it had been described in some thoughts
through scientific study, consultation, and business practice. The paradigmatic definition difference on the term
of performance is distinguished from the development stages during examining and planning the business
management. The research spectrum has been categorized into theoretical perspective. Business performance is
the quality and quantity of the tasks achievement, both by individuals and by group or organization (41). There
are five indicators used for measuring performance that are the preciseness in fulfilling demand, ability to
maintain good relationship with customers, sufficient inventory, keeping quality of the product, and providing
affordable price for customers. The research conceptual framework is presented as follow:
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Figure 1. Conceptual Framework of the Research
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1. Method

Research Design

This research was design to utilize quantitative approach (positivism). Quantitative approach refers to
empirical and rational principles of study because before conducting the research, it must be initialized by
finding the occurring problems with some predetermined research criteria. Quantitative research deals with
numbers; the data are numerical and analyzed by using statistical tools to answer research question or to
examine the research hypothesis. It is specific for predicting that particular variable(s) affects other variable(s)
(42).

Research Location

This research was conducted at Cipulir Market, South Jakarta. Cipulir Market was chosen by considering
that this market had a potential to develop Small Business related to the apparel products that became the
important and reliable product for the government.

Population and Sample

The population of this research is 700 small business practitioners dispersed over the Cipulir Market,
South Jakarta. The sampling technique used proportional random sampling by drawing method. The sample
amount was defined by using Slovin’s formula; thus, it obtained 255 entrepreneurs/ business practitioners.

Data Analysis Technique

This research is aimed to examine and analyze the causal relationship between exogenous and
endogenous variables both for intervening or dependent variables; it also checks the overall research
instrument’s validity and reliability. To do so, this research utilized Partial Least Square analysis technique that
is assisted by Smart PLS application program.

IV. Result

A. Profile of Cipulir Market

Kelurahan Cipulir, Kecamatan Kebayoran Lama at South Jakarta is well-known as one of the apparel
product centers for pants that used Jeans as its raw material. One of the advantages of Cipulir Market is known
as the wholesaler center of Textile and Textile Products in Jakarta. The practitioners in convection business
generally have a kiosk/stand at Cipulir Market that ease them in selling their product that covers the area not
only in Jakarta but also through all over regions in Indonesian archipelago. Small business at Cipulir Market has
been established since 1989 for A Cluster; while for B Cluster, it was built in 1993. The numbers of kiosks at
the recent day are 1,016 kiosks, respectively 700 old kiosks and 316 new kiosks.

B. Description of the Respondent
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The description of the respondents consists of their sex, age, education background, the length the run
the business, and the business scale (monthly turnover).

Tabel.1. Description of the Respondent

Sex

1. | Male 205 75

2. | Female 50 25
Total. 255 100
Age

1. | 0-30yearsold 40 15

2. | 30 years old — 40 years old 69 18.

3 | More than 40 years old 146 57
Total. 255 100
Education Background

1. | Junior High School 82 20

2. | Senior High School 150 70

3 | Bachelor 23 10
Total. 255 100
Length of Business Establishment

1. | 0-10years 51 20

2 | More than 10 years 204 80
Total. 255 100
Business Scale (Monthly Income)

1. | Lessthan 2 Million 0 0

2. | 2-4 Million 5 1.3

3 | 5-7 Million 40 25.3

4 | 8-10 Million 169 46.8

5 | More than 10 Million 41 26.6

255 100.
Source : Primary Data, 2012

Based on the Table 1, the respondent's age that is more than 40 years old is 57 percent; while below 30
years old is only 10 percent. The length of the business establishment which is more than 10 years has the
hugest number as it reaches 80 percent; whereas the small business establishment which is less than 10 years is
20 percent. The group of the old small businesses which have been established more than 10 years mostly are
managed by entrepreneurs who are older than 40 years old; meanwhile, for less than 10 years of establishment,
those are managed by entrepreneurs who are younger than 30 years old and who are between 30 to 40 years old
for 15 percent and 18 percent respectively. Small business owner commonly has education background until
middle school level (senior high school) and bachelor graduate with the score of 70 percent and 10 percent
respectively. The monthly income from the sales of the production outcome in average reaches 8 to 10 million
takes the highest average with 46.8 percent; meanwhile the second highest monthly average income of more
than 10 million is 26.6 percent. This is because they have loyal customers who come from region other than
Jakarta.

C. Hypothesis Test Result

The hypothesis test result is meant to answer the questions related the relationship among variables
that consists of entrepreneurship orientation, government role, and managerial competence variables. The
hypothesis test result is presented in the following figure and table
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Figure 2. Structural Modeling
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Table 2. Result of Inner Weight

Relationship of Variables original Standard T-Statistic Description
sample deviation
estimate
Entrepreneurship Orientation -> Performance 0.042 0.258 0.163 Not Significant
Government Role-> Performance -0.083 0.232 0.357 Not Significant
Managerial Competence-> Performance 0.386 0.183 2.106 Significant
Entrepreneurship Orientation-> Managerial 0.608 0.261 2.332 Significant
Competence
X1*Y1 -> Performance -0.248 0.361 0.689 Not Significant

D. Moderating Role Analysis

The moderating variable of the model is a potential moderating variable. Potential moderating variable
is a type of moderating variable that can be identified from the relationship’s coefficient between government
role and business performance. The coefficient statistically is not significant as the score 0.357 is lesser than the
t-table value; and, with alpha is 0.05, it shows 1.645. Further, it can be observed from the relationship’s
coefficient between the predictor variable and dependent variable. This variable does not interact with the
predictor variable and does not have any significant relationship with the dependent variable.

E. Mediating Role Analysis

If the coefficient value of the relationship between entrepreneurship orientation and managerial
competence is statistically significant, the value of 2.332 is higher than t-table value with alpha 0.05 that scores
1.645. The relationship’s coefficient value between managerial competence and business performance is
statistically significant since the value of 2.106 is higher than its t-table with alpha 0.05 that scores 1.645.
However, the relationship’s coefficient between entrepreneurship orientation and business performance is not
significant statistically; its score is 0.163 which is lesser than its t-table with alpha 0.05 that scores 1.645. From
this result, it is concluded that managerial competence can be stated as a complete mediation variable.

V. Analysis And Discussion
The research result demonstrated that entrepreneurship orientation did not significantly influence
business performance of apparel industry at Cipulir Market, South Jakarta. Those small business practitioners at
Cipulir Market commonly did not have high education background, since those who had higher education
degree were few. It does affect the development of the entrepreneurship at Cipulir Market. The entrepreneurship
insight is very important since those small businesses must face hard challenge when the free-trade agreement is
applied. Other countries have made their entrepreneurs enormously enter Indonesian market; meanwhile,
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Indonesian small business at Cipulir Market is far left behind. Therefore, the entrepreneurship of the small
business owners at Cipulir Market needs attention from several parties, mainly from the government. This
research found similar finding with the prior research from Matsuno, Mentzer & Ozsomer (2002), Sadler-Smith,
E., Hampson, Y., Chaston, I., and Badger, B. (2003).

The research result showed that government role did not have significant role on the business
performance. It indicated that so far, the government had taken effort to develop small business sector in Jakarta
by issuing Kredit Usaha Rakyat (Loan for Small Business) and other programs; yet, in its implementation, it
was not yet optimum since the bank appointed by the government required unreachable term and condition to
apply for the loan for the small business. One of the term and condition that was required is collateral;
meanwhile, small business commonly did not have any collateral in applying for loan to the bank. From this
point, it is concluded that the government role is not yet able to moderate the relationship between
entrepreneurship orientation and small business performance at Cipulir Market, South Jakarta. This finding is in
resemblance with Dahi’s research (2012).

The result also presented that entrepreneurship orientation had positive and significant effect on the
managerial competence; further, managerial competence affected business performance positively and
significantly. Even the small business entrepreneurs at Cipulir Market were not yet optimum in developing their
business to reach export market, they had conducted hard effort at their best of the resources and ability that
they possessed to adapt to the changing and developing era. Yet, they were only able to fulfill their daily needs
and manage the cost to pay their employee’s wage for 5 to 8 people. Thus, managerial competence is able to
mediate the relationship between entrepreneurship orientation on the small business performance at Cipulir
Market, South Jakarta.

V1. Conclusion

Based on the problem formulation, research objective, hypothesis testing, and discussion, it can be
concluded that entrepreneurship orientation is not yet able to enhance business performance. Creativity, courage
to take a risk, flexibility, and anticipative dimensions commonly are not yet able to improve the performance of
convection and apparel industry at Cipulir Market. The produced goods is not yet able to compete with the
goods from both domestic and international markets. A reason why entrepreneurship orientation is not yet able
to enhance business performance is related to education background. Commonly, they are Senior High School
and Junior High School graduates; thus they are not able to develop their creativity in apparel production to
attract customers. They do not have any courage to take risk since they simply think about the small amount of
profit is not an important matter as long as they can fulfill their daily needs. They cannot think in flexible way
and are not yet able to anticipate challenges in free-trade era so that they just leave it to the occurring condition.
Government does not yet provide contribution to support entrepreneurship orientation. Even some policies for
SME had been issued, its implementation did not meet the expectation of the apparel small business sector at
Cipulir Market, South Jakarta. The bank appointed by the government does not have enthusiasm to distribute
loan for the small business sector since this sector commonly is not able to provide requirements asked by the
bank. The effort to develop small business sector taken by the bank which is appointed by the government only
works on one entrepreneur who achieves the loan as credited by the bank; it does not work on the most of the
existing small business units at Cipulir Market. Entrepreneurship orientation is able to improve managerial
competence. Though only have limited capital, the small business units perceive that their businesses are
sufficient. They also think that they are skillful in leading and able to synergize with the employees, as well as
able to make proper decision. In fact, it can enhance business performance as they have good relationship with
the customers, keep the product quality, maintain the punctuality of product demand, and provide sufficient
inventory.
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