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The usefulness of this study is to investigate the entrepreneurial orientation developed in order to
encourage performance improvement Small and Medium Enterprises . Even the successful
implementation kewirausaahaan orientation on Small and Medium Enterprises to encourage
applications to the corporate giants. This view is essentially that development of small and medium
businesses is more focused on the formation and orientation of the entrepreneurial spirit rather than
simply funding assistance and technical skills as long as this government implemented. Therefore, we
should study the effect of entrepreneurial orientation on corporate performance in the context of
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business strategy so as to create employment and profit achievement.

Interest entrepreneurial orientation is to create a

INTRODUCTION

Figures benchmark used and of the best practices in the world
to maintain the ratio between the number of people with
industrial units is 1 to 20 , meaning that every 20 inhabitants
there should be one industrial unit . Even Sutrisno (2004: 6)
found for Indonesia that most existing business unit is a

household industry (cottage industry) and other services as
micro enterprises more precise then the member is 1 to 6. That
is, every six people residents must be supported by the business
units outside agriculture, so the problems worked as forced and
dependency burden is not an obstacle for the growth of the
strengthening of competitiveness. This means with a population
of approximately 230 million people , Indonesia must pursue a
number of business units outside the agricultural sector as much
as 38.33 million units , or more than double the current number
. Required the right policy and implementation consistent basis
to be able to realize these figures. Law number 25 of 2000 on
the National Development Program (Propenas) outlined that the
development of Small and Medium Enterprises reached by
three basic policies, namely: (Agung Nur Fajar, 2004) creation
of a conducive climate; (Aldrick and Pfeffer, 1976) improving
access to productive resources; and (3) development of
entrepreneurship. The creation of a conducive climate and
access to, the more the purview of the role of government,
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while the development of entrepreneurship despite being a
command to the government legislation, but can only be
optimal if all the parties participating, including the community
itself. Widespread entrepreneurial development community
will be able to accelerate the growth of professional
entrepreneurs and new entrepreneurs in Indonesia. Sixth
fostering a desirable trait in discussions Foundation and
Yayasan Indonesia Forum (1998) is actually the basic character
of an entrepreneur. Lyon, Lumpkin & Dess (2000) develop
entrepreneurial characteristics are referred to as the orientation
kewirasahaan (entrepreneurial orientation), stating: "There are
five dimensions of entrepreneurial orientation are autonomy,
keinovatifan, risk taking, keproaktifan, and competitive
aggressiveness.

Entrepreneurial orientation is different from entrepreneurship.
Definition of entrepreneurship refers to entrants / new players
in the business, while the more entrepreneurial orientation
leads to a process that is how entrepreneurship is carried out
which includes the methods, practices, and decision-making
styles to act entrepreneurial.Various evidence of significant
influence entrepreneurial orientation on performance (Miller &
Friesen, 1982; Lumpkin and Dess, 1996; and Lyon, Lumpkin
and Dess (2000) is a fact of the importance of the study of
entrepreneurial orientation. On the other hand, studies that
examined the relationship between strategy businesses with
organizational success, in which also examined in depth the
relationship between managerial characteristic of various sizes
success of the company (various measures of success). For
example, a study conducted by Noburn and Birley (1988)
found that the manager teams that run its functions both based
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on proper training, provide satisfactory performance compared
to that based on knowledge passed down through generations.
Entrepreneurship orientation introduced by Miller & Friesen
(1982), developed by Lumpkin and Dess (1996), Lyon,
Lumpkin & Dess (2000) and further investigated by many
researchers and observers of small and medium enterprises in
order to boost the performance of Small and Medium
Enterprises. Even the successful implementation
kewirausaahaan orientation on Small and Medium Enterprises
to encourage the application of this concept to the giant
company (Guth & Ginsberg, 1990). This view is in line with
the recommendations of the Asia Foundation and the
Foundation discussion Indonesia Forum (1998), which
essentially so that small and medium business coaching is more
focused on the formation of entrepreneurial spirit and
orientation of the mere capital assistance and technical skills as
long as this government implemented. Therefore, we should
study the effect of entrepreneurial orientation on corporate
performance in the context of Small and Medium Enterprises
in Indonesia.

This study is focused on small and medium businesses.
Analysis unit selection is based on several considerations.
First, small and medium enterprises is one solution to alleviate
poverty and unemployment. The amount of unemployment in
Indonesia on one side and the need for approximately 38.33
million new entrepreneurs in order to strengthen the
competitiveness of Indonesia in the era of global competition
on the other hand, the riel is a challenge that should be solved
simultaneously with the transfer of the unemployed labor force
into a new entrepreneur.Empirically there are challenges
related to entrepreneurship and development of small and
medium enterprises, namely: first, the development of
entrepreneurs will be new is the urgent need for Indonesia, not
only due to the fact the amount of unemployment that may not
just be solved by large-scale investments, but also to the efforts
increasing competitiveness in the global marketplace requires
an additional more than 20 million new entrepreneurs. And
second, the development of small and medium businesses into
a business that is not only able to achieve success in the short
term, but also be sustainable, is another fact which still requires
serious attention through the creation of quality entrepreneurs
who are able to develop small and medium businesses are
strong and resilient.

Review Of Literature
Enterpreneurial Orientation Theory

The theory of entrepreneurship orientation (entrepreneurial
orientation theory), of Schumpeter (1934); Kets de Vries
(1977); Miller and Friesen (1982); Gupta & Govindarajan
(1984); Miller and Toulouse (1986); Gartner (1988); Naman
and Slevin (1993); Nahafandi & Malekzadeh (1993); Lumpkin
and Dess (1996); Dess, Lumpkin & Covin (1997); Zahra,
Jennings & Kuratko (1999); Drucker (1999); Culhane (2003);
Zimmerere & Scarborough (2005); Timmons & Spinelli
(2008); entrepreneurship is all matters relating to the attitudes,
actions and processes undertaken by entrepreneurs in
pioneering, run and grow their businesses. Yet there is a
fundamental difference between entrepreneurship
(entrepreneurship) with entrepreneurial orientation
(entrepreneurial orientation).Entrepreneurship refers to content
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that can be expressed in one sentence: "what business shall we
enter?", That is what the business sectors that will be entered.
This question takes on the ensuing consequences, namely,
where the market that will be worked, what kind of products
according to the market and everything related to the utilization
of its resources. While entrepreneurial orientation refers to the
process that is how the methods, practices and decision-making
style of a manager used to work on the content that is a
business or a new product (new entry).

Business Strategy Theory

The theory of business strategy (business strategy theory),
Porter (1985), Schwalbach (1991); Pepall (2002); McDonald
(2002); Wheelen & Hunger (2003); Williamson (2004); and
Chonger et al. (2005), the strategy management process
includes four basic elements, namely: (1) environmental
monitoring; strategy formulation; (3) the implementation of the
strategy; and (4) evaluation and control. At the corporate level,
strategy management process includes activities that start from
the observation of the environment to performance evaluations.
In winning the competition, companies must be willing to take
challenges and exploit opportunities / opportunities faced in the
competition. Companies must build a strategy consisting of
new technology and expertise, a fundamental change in the
outlook, organizational structure, and process management.

The pressure to redesign the company's main strategy is driven
by China's development is very fast, the cumulative impact of
deregulation and free trade in Asia, and the implications of the
new generation of social and demographic strength began
reshaping (reshape) the future of Asian economies. Pressure to
change in order to win the competition in Asia has caused a
shift in the base of competition, namely from manufacturing
productivity into "total productivity"; from "better" to be
"different"; of asset arbitrage into value creation and capture;
of horizontal diversification into geographic diversification. In
any industry, both of which produce goods and services,
competition is affected by the five competing forces: (1) the
entry of new competitors; (2) the threat of substitute products
(substitution); (3) the strength pertawaran (bargaining) buyer;
(4) the power pertawaran suppliers; and (5) competition among
existing companies.

The five forces determine industry profitability because they
influence the prices, costs and require investment firms in an
industry - the elements of industrial profit (return on
investment). The market share is the proportion of the
company's actual sales volume compared to the total volume of
actual sales of the companies that are trying to serve the needs
and wants (needs and wants) of the same consumer. The size of
the competing forces of a company can be seen from the
market share held. If a company has a high competitive
strength, the market share of these companies will be even
greater as a result of its ability to beat the competition. On the
other hand, the market share is only controlled by a few
companies only shows the level of industry concentration is
high enough. The market share reflects the competitive
position obtained by the company in the market. Companies
that have a high market share to meet customer needs better,
and thus enjoy a competitive advantage compared to its
competitors. Companies with a high market share enjoyed the
return on invested capital is higher.
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Definition of Entrepreneurship

The term comes from French entrepreneurship is the
entrepreneur who translated into English as TransCanada taker
or go-between / intermediary (Alma, 2002: 19).
Entrepreneurship is the equivalent of the word
entrepreneurship (Echols and Shadily, 2001: 615) so that the
word entrepreneur in Indonesian paired with the word
entrepreneur. Wira means valiant, courageous, brave, business
is being paired with the word so that the term entrepreneurial
business can be defined as persons who brave or mighty in
business / business. In Big Indonesian Dictionary (2002: 1273)
is a synonym for self-employed entrepreneurs and by Echols
and Shadily (2001: 615) is translated as an entrepreneur. Big
Indonesian Dictionary (2002: 1273) entrepreneurship or self-
employment is defined as "intelligent people or gifted (talent)
to identify new products, determine how new production,
preparing the operation for the procurement of new products,
marketing, and arranging capital operations.

Corporate Entrepreneurship

Based on the weaknesses that are owned by a "trait", then Lee
and Venkataraman (2006: 9-10) proposes an approach called
"prospect theory". Mendadasari reason this approach are: "That
individuals who have different aspiration levels or intentions
growing niche to have different sets of opportunities Because
The locus of the search is directed by an individual's aspiration
level." But among the investigators feel frustrated, they feel
that the approach characteristic difficult for scalable, repeated
and generalized, and on the basis of these shortcomings then
any attempt to find the approach from another angle (Covin &
Slevin, in Culhane, 2003: 19). Pendeketan alternatives were
considered to be more scalable, more understandable and
conducive to the relationship between strategy and
performance of the company. This Pendekakatan given the
term with "the firm-level behavioral approach or corporate
entrepreneurship approach (Culhane, 2003: 19). Further
Culhane explained that this approach is more focused on the
process and the activity of the unit of analysis on companies
(Gartner, 1988, in Culhane, 2003: 20).

Orientation Entrepreneurship

Entrepreneurship (entrepreneurship) is an integral part of
business activities, and entrepreneur (entrepreneur) is a person
who always found a way to solve a particular problem or to
create and innovate in the delivery of new products and ways
of working, and has always been a pioneer in many aspects.
Entrepreneurship as a creative act or an ability to see and take
advantage of opportunities, even when everyone does not see a
chance. Entrepreneurship is the unity unified orientation,
values and principles and attitudes, tips, art and real action that
is necessary, appropriate and superior in handling and
developing the company or other activities that lead to the best
service to customers and other parties interested including the
community, the nation and negara.Beberapa researchers did not
differentiate between entrepreneurship and entrepreneurial
orientation (Zahra, 1999). While other researchers are both
different states in which it is considered that entrepreneurial
orientation is not an attitude (attitudinal) but rather as a form of
behavior (behavior) and can be seen in the strategy-making
process and decision-making of a company (Lumpkin & Dess,
1996).
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Business strategy

The term strategy described by Hard, 1967 (in Snow &
Hambrick, 1980: 527) as: "the word strategy is derived from
the Greek: strategos - literally," the art of the general "strategy
can be defined as:" strategy can be defined as the combination
(profile) of environmental, contextual, and structural elements
affecting an organization at any one time "(Osborn, 1980: 492);
"... Plans to Achieve organization goals" (Anthony &
Govindarajan, 2003: 51). While Andrews, Learned,
Christensen, and Guth (1965), Andrews (1971) (in Snow &
Hambrick, 1980: 527), states the strategy by describing
strategies Harvard the following: "The Harvard view of
strategy was (and is) a normative, in strategy that was treated
as a situational art, an imaginative act of integrating numerous
complex decisions. "Strategy is the art of situational and
imaginative measures are developed based on consideration of
the complex as a way to hack into success. The strategy is the
formulation of the mission and goals of the organization which
include action to achieve the mission and objectives, as stated
by Anthony, et al. (1993: 9):

"Strategy as the formulation of organizational missions, goals,
and objectives, as well as action plans for achievement, that
explicitly Recognize the competition and the environmental
impact of outside forces." Not only the competition aspects that
are the focus of the strategy, but also includes resources used to
achieve the goal. Chandler (1962: 13) explains: "In chandler's
view strategy Refers to the determination of the basic long-
term goals and objectives of the enterprise and the adoption of
courses of action and the allocation of resources, Necessary for
carrying out these goals." Strategy can also be expressed as a
translation of leadership within the organization's mission
planners are designed to be implemented by the executive. In a
broader sense, Learned et al. (1981: 610), explain the meaning
of the strategy as follows: "Strategy as how a firm attempts to
Compete in its environment, Encompassing key choices about
goals, products, markets, marketing, manufacturing, and so on.
The goals of the firm were broadly conceived to encompass
both economic and non-economic considerations, such as
social obligations, treatment of employees, and organizational
climate. "

In the perspective of Achieving competitive advantage, Porter
(1980: 32) propose the term generic strategy by Stating:
"Strategy for a generic approach to outperform competitors in
the industry: the structure of this particular industry means that
all companies can get the high profit , whereas in industry
another, success with one of the generic strategies may be
needed just to get the results of a decent profit in the sense of
the absolute. "Meanwhile, Melo (2002: 62) view of the
strategic management by Stating:" strategic management is the
process by roomates organizations attempt to Determine what
needs to be done to Achieve corporate objectives and more
importantly, how reviews reviews These objectives are to be
met. "Various definitions of reviews These strategies then
summarized by Robbins (1994: 134) by Stating : "the strategy
can be defined as the determination of basic goals and long
term goals a company, and acceptance of a series of actions
and allocation of resources required to implement Reviews
These objectives. "Anthony & Govindarajan (2003: 61)
describes the mission to build (build) by saying:" this mission
implies an objective of Increased market share, even at the
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expense of short-term earnings and cash flow ". The business
unit with the mission "hold" (retain) means to be in a position
ripe in the product cycle is called the maturity stage. With this
mission, the business unit should be able to maintain what has
been achieved, because that position is a position coveted by
every player in the market. To describe the business unit with a
mission to maintain (hold), Anthony & Govindarajan (2003:
61) says: "this strategic mission is geared to the protection of
the business unit's market share and competitive position." The
business unit with the mission of "harvest" (harvesting ) is a
position where the business unit is at a stage of maturity life
cycle, so that the position thus enabling the business unit to
enjoy the fruits of his struggle in the arena of competition in
the market.

The business unit with the mission of "Divest" (release) is a
business unit that is at a stage of life cycle slowdown. That is,
in terms of business, the business unit is not expected to rise
again able to regain a better position, even tend to start to
suffer losses. Business units can achieve its mission from
building, maintaining and harvesting can only be successful if
it has the right competitive strategy. In connection with the
strategy to achieve competitive advantage, Porter (1998: 11)
states: "Though a firm can have a myriad of strengths and
weaknesses vis-a-vis its competitors, there are two basic types
of competitive adventage a firm can process: low cost or
differentiation ".It is also in accordance with what is stated by
Anthony & Govindarajan (2003: 641):" The business unit has
two generic ways to Compete and develop a sustainable
competitive advantage: low cost and differentiation ".The
advantages for low cost shows that the business units work
efficiently. Business units can achieve low cost advantage,
enabling the business unit can sell their products cheaper than
competitors. With lower prices enable the business unit has
broad market coverage, with different segments. This was said
by Porter (1998: 12): "... a firm sets out to Become the low cost
producer in its industry.

The firm has a broad scope and serves many industry
segments, and may even operate and in related industries.
"Advantages for differentiation shows that the business unit
was able to make a breakthrough to produce products that have
advantages and specifications that are not owned by competitor
products.Porter (1993: 3) states that competitive advantage is
basically grew from a value or benefit to a company creates for
its buyers more than the costs the company to create it. Value
or benefit that is available is paid by the buyer, and superior
value is derived from offering lower prices than competitors
prices for equivalent benefits or offers unique benefits that
exceed the price offered. Excellence is more unique benefits is
the result of creativity and continuous innovation by the
company so that they can launch a product that is much better
than a competitor's product is then called by Porter as
differentiation. Therefore, Porter (1993: 3) concludes: So there
are two basic types of competitive advantage: cost advantage
and differentiation. In order to achieve competitive advantage,
companies must execute the right competitive strategy. Porter
(1993: 1) says that the competitive strategy is the search for a
favorable competitive position in an industry, the fundamental
arena in which competition takes place. Competitive strategy
aimed at fostering a favorable position and strong in fighting
the forces that determine competition in  the
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industry.Furthermore, Porter (1993: 1) revealed that there are
two important questions underlie the selection of competitive
strategy. First, the attractiveness of the industry for the long-
term profitability as well as a number of factors that determine
it. Not all industries are promising opportunities equal
profitability, and profitability inherent industry is one
important ingredient in determining the profitability of
companies in it. The second important question in competitive
strategy is the determinants of relative competitive position
within an industry. In most industries, some companies were
able to profit much more than others, regardless of how much
the average profitability of the industry.Therefore, to
understand the factors of competition are essential to achieve
competitive advantage. In any industry, whether the domestic
industry or international, whether goods or services,
competition rules included in the five competition factors: the
influx of newcomers, the threat of substitute products, the
power to bargain shoppers, southwest bargaining suppliers, and
competition among the participants of existing competitors
(Porter, 1993: 4). Fifth, these factors determine industry
profitability because they influence the prices, the costs and the
necessary investment firm in an industry - the elements of the
Return On Investment (ROI) (Porter, 1993: 4).

Competitive advantage can only be achieved when the
leadership of the company is able to see the company as a
whole. This is due to the fact that the competitive advantage
derived from a wide variety of activities carried out companies,
ranging from designing, making, market, distribute, and
support its products. Each of these activities may affect a
company's relative cost position and create the basis of
differentiation. Porter (1993: 31) says that the cost advantage
can be derived from a variety of different sources such as
physical distribution systems at low cost, highly efficient
assembly process, or the utilization of superior sales force.
Differentiation can be sourced from a variety of factors as well,
including high-grade raw material acquisition, system service
that is responsive orders or exceptional product design.
Analyze the source of competitive advantage is the key to
achieve and sustain competitive advantage. Therefore,
companies should be able to learn all the company's activities
and how these activities interact with each other in creating a
competitive advantage, both in the form of a low-cost
advantage and excellence in the form of differentiation. One of
the main tools in analyzing the company's activities and their
interactions with one another are the value chain (value chain).

The Effect of Orientation Toward Entrepreneurship
Business Strategy

These last few years, the attention to increasing entrepreneurial
orientation. Entrepreneurial orientation expressed in various
ways and one that is widely accepted is the definition proposed
by Miller (1983) which states that the entrepreneurial
orientation with regard to product-market innovation, take
risks, and behaves proactively. With the challenges of
technology and globalization, then even though innovation is a
common thing at any time, but with the challenges of
technology and globalization, innovation becomes a catalyst
for entrepreneurial orientation (Venciana, 1986). In an era of
global ability to make good decisions, creativity, innovation,
risk taking, proactive to change will determine the success of
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Table Categorization Average Score Respondents Regarding cost advantages

No. Indicator

mass production
Cost position in the industry
Continuous cost efficiency

W N —

The average score of the cost advantage

0,2571
\

0,3611 X, 0.8619
0,7993
0,2915 )(3 «— 0,8417
0,9068
0.1777 X4 0.9121 0,4613
/ 0:4689 \ T
0,1682 )(5 0,7288

0,3754 <— 0.7903
0,7759

0,3979
)

0,0000 1,0000

Average Score  Category

3,482 High

3,172 High enough

3,266 High enough

3,307 High enough

0.3388
A

0,2984 0,8131

A

0,6351

0,8151

0,2663 0,8336

._9.,3051

Image. Path Diagram Structural Equation Model

an organization, but to achieve success, enterprise
organizations need to formulate appropriate strategies are able
to anticipate changes in the market and observing the
environment, especially the external environment such as
economic conditions, technology, government policy, political
and socio-cultural conditions (Whelen, 2004: 52).
Entrepreneurial orientation with regard to the element of top
management, that is, the behavior and attitude of top
management is a reflection of the entrepreneurial orientation.
In this regard, Entrialgio (2002) states that the entrepreneurial
orientation that includes innovation and risk-taking associated
significantly with the strategy in achieving organizational
success. Furthermore, Miller (1983), Miller and Toulsouse
(1986), Miller (1982) states that: "Internal CEOs are more
inclined than Reviews their external counterparts to select
complex and bold innovation i.e innovative product market
differentiation. Internal CEOs are more Likely than exernal
Reviews their colleagus to engage in pro-active strategies and
risk-taking. "

Framework

Entrepreneurial orientation is an important part in the growth
of small and medium businesses. Miller and Friesen (1982),
Lyon, Lumpkin and Dess (2000) and Culhane (2003) details
the indicators of entrepreneurial orientation within five (5)
dimensions, namely: autonomy, innovation, risk taking,
proactiveness and competitive aggressiveness is then referred
to as entrepreneurial orientation. The fifth dimension of
entrepreneurial orientation is observed in the context of the
decision-making process and the management of the company,
so the stronger (higher) dimensions of entrepreneurial
orientation showed the higher the entrepreneurial quality of a
company. On the other hand, every company facing external
environmental conditions are constantly changing. Companies
should condition its business activities based on environmental
trends. In the era of free market where competition is not only
faced with local competitors but also foreign competitors, the
company needed an effective strategy in order to win the
competition.

In this context, Porter (1998) and Anthony and Govindarajan
(2003) classifies strategy in three main categories, namely cost
advantage, differentiation and focus (the focus on cost or
differentiation focus). The use of Porter's business strategy in
the context of small and medium businesses is the answer to
the main problems of many small and medium businesses,
namely the inability of the competition. With the selection of
Porter's business strategy, small and medium enterprises will
focus more on how companies face and win the competition in
entrepreneurial pasar.Orientasi describe the quality of
entrepreneurial entrepreneurs. Entrepreneurial quality apparent
in various decisions and implementation. The results showed
that entrepreneurial orientation is reflected in the various
indicators affect the business strategy (Hofer, 1980;
Leontiades, 1982; Gerstein and Reisman, 1983; Abraham and
Kelly, 1986; Chaganti and Sambharaya, 1987; and Luo, 1999).

Business strategy

Variable business strategies is measured using a three-
dimensional and 8 points of indicators. Here is presented an
overview of the results of the categorization of the average
score of respondents in each of these dimensions and
indicators. The results of the categorization of each indicator
on the dimensions of cost advantages shows that, overall, the
cost advantage of small and medium enterprises in West Java
in the category is quite high . The results obtained from the
average score for an indicator of mass production with high
category , while the average score on two other indicators ,
namely cost position in the industry and sustainable cost
efficiency of each category only with high enough.

MATERIALS AND METHODS
Results Analysis Data

To find and examine the influence between the study variables
(entrepreneurial orientation, the external environment, business
strategies, and performance of the company) in the study
conducted by statistical analysis using Structural Equation
Modeling (SEM).
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The data used is the data collected from 163 respondents who
were leaders of small and medium industries in West Java. The
research variables consist of four (4) latent variables (two
exogenous variables and two endogenous variables), namely:

e  Orientation entrepreneurship (§1) consisting of five
manifest variables (observed variables), namely:
autonomy (X1), keinovatifan (X2), risk taking (X3),
keproaktifan (X4), and competitive aggressiveness (X5).

e  Business Strategy (nl) consisting of 3 variables manifest
(observed variables), namely: a cost advantage (Y1),
differentiation (Y2), and focus (X3).

Based on data obtained from the results of questionnaires with
measurement scale ordinal, then to qualify the data used, which
at least have a level of measurement interval, the data collected
from the questionnaire beforehand transformed into an interval
scale using Method of Successive Interval (MSI), Furthermore,
the calculation of average total score of each respondent for
each sub-variables of the study variables. While the estimated
value of loading every dimension of research variables and
coefficients between variables influence of research conducted
with the help of Software lisrel 8.3. The estimation results of
the t test and its loading factor in the Path Diagrams structural
equation model is presented in Figure

Model Testing Results

To find out if the model has earned the right to describe relationships
between variables or have met the suitability size model ( Goodness -
of- Fit Measures ) so that it can be said that the model is obtained
either in Structural Equation Modeling ( SEM ) can be seen based on
the criteria in Table . The size of the fitness model in SEM analysis,
namely:

Compliance Test Results Table 1 Model (GOF)

GOF Size Estimation
Chi-Square 95,92
P-Value 0,0011
RMSEA 0,064*
GFI 0,914*
AGFI 0,869
NFI 0,937*
CFI 0,975*
IFI 0,975*
RFI 0,919*
PNFI 0,721

Source: Output lisrel
* Meet the criteria for a good model

e The calculation result value to the model studied y2
obtained at 95.92 with a p - value = 0.0011 . Judging
from p-value less than 0.05 indicates that a significant
ujiy2 . Based 2 test criteria , the model obtained not
meet the criteria of a good model ( p - value> 0.05) .

e Judging from the value of RMSEA ( Root Mean Square
Error of Approximation ) to the model studied by 0,064
shows a model obtained meet the criteria in which the
expected value of RMSEA small ( <0.08) .

e Judging from the value of GFI ( Goodness of Fit Index)
for models studied by 0.914 shows a model obtained
meet the criteria in which the expected value of GFI
close to 1 (> 0.90) . The results show the absolute size
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of the suitability of the model obtained meet the criteria
for goodness of fit in RMSEA relatively small size ( <
0.08) and GFT relati high ( > 0.90 ) so that it can be said
empirical models obtained are in accordance with the
theoretical model .

Loading Estimation Results Variable Factors Shaping
Research (Measurement Model Calculation Results)

To determine whether the loading factor used in each of the
latent variables in the model, ie entrepreneurial orientation
(€l), business strategy (nl), and has had a good degree of
conformity, first tested the reliability using the approach
cunstruct reliability and variance extracted as well as the
significance test for each loading factor forming latent
variables by t-test. The estimation results of the determining
factors of the variable loading entrepreneurial orientation (£1)
The results of model estimation variable measurement
entrepreneurial orientation (§1) consisting of five manifest
variables (observed variables), namely: autonomy (X1),
keinovatifan (X.2), risk taking (X.3), keproaktifan (X.4), and
competitive aggressiveness (X5) can be seen in Figure while
the results summary computational model of latent variable
measurement entrepreneurial orientation () is presented in
Table Table viewable t value for the five indicators that make
up the latent variable entreprenecurial orientation () is greater
than 1.96 are indicated that the five indicators used are
significant in shaping the entrepreneurial orientation of latent
variables ().

Based on the calculation in the table can be seen that the value
cunstruct reliability for latent variables entrepreneurial
orientation () used in this study amounted to 0.9370 or is above
the lower limit value of 0.7 which means that the construct has
met the limit to be accepted and meaningful indicators used in
the latent variable entrepreneurial orientation () have a good
agreement. Values obtained for the variance extracted latent
variables entrepreneurial orientation () of 0.7489. This means
that 74.89% of variance of the indicators used is included in
the construct that exists - the latent variable entrepreneurial
orientation (). Based on the loading factor obtained for the
indicators that make up the variable entrepreneurial orientation
can be aggressive to compete (0.9121) has a weighting factor
of greatest among four other indicators followed by
keproaktifan (0.9068), autonomy (0.8619), risk taking
(0.8417), and the last keinovatifan (0.7993).

The estimation results of the determining factors of the variable
loading business strategy (n1) The results of model estimation
variable measurement business strategy (nl) consisting of 3
variables manifest (observed variables), namely: a cost
advantage (Y1), differentiation (Y2), and focus (Y3) can be
seen in Fig. In Table seen the t value for each indicator latent
variables business strategy (nl) is greater than 1.96 which
indicates that all the indicators used are significant in shaping
business strategy latent variables (nl). From the results of
these calculations can be seen that the value of the latent
construct reliability for business strategy latent variables (n1)
used in this study amounted to 0.8092 or greater than the lower
limit of 0.7, which means the value of these constructs has met
the limit to be accepted and meaningful indicators used in the
latent business strategy (1 1) have a good agreement.
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0,2571 = X \

0.3611 —+ X,

0,1682 = Xs /

0,8619
0,7993
0,2915 — X; | 0,8417

0,9068
01777 = X4 7 09121

Information:

X1 1 Autonomy

Keinovatifan
risk taking

M2 Keproaktifan
’ competitive aggressiveness
X1_3 ariabel latent (entrepreneurial orientation)

X1 4

Xis

&1

Image: Model Measurement of Latent Variables Entrepreneurship Orientation

Table 2 Summary of Results of Measurement Computing Model Latent Variable orientation Entrepreneurship (981 )

Indicator Standardized Loading (Standardized Loading)2 Value t* Error Variance
X 0,8619 0,7429 13,6216 0,2571
X, 0,7993 0,6389 12,1142 0,3611
X; 0,8417 0,7085 13,1157 0,2915
X4 0,9068 0,8223 14,8245 0,1777
Xs 0,9121 0,8318 14,9726 0,1682
Jumlah 43218 3,7443 1,2557
Construct reliability = 0,9370
Variance extracted = 0,7489
*t-kritis = 1,96
Information :
0.1680 \ . Y The cost advantage of Differentiation
o.3751 —] N | 0.7903 SB Focus .
n. Variable Latent ( business strategy )
0,7759 Y2
Y3

1

Latent Variable Business Strategy (n1 )

Image: Model Measurement of Latent Variables Business Strategy

Table 3 Summary of Results of Measurement Computing Model

Indicator  Standardized Loading (Standardized Loading)’>  Value t* Error Variance
Y, 0,7288 0,5311 9,4832 0,4689
Y, 0,7903 0,6246 10,3892 0,3754
Y; 0,7759 0,6021 10,1851 0,3979
Amaunt  2,2950 1,7578 1,2422

Construct reliability = 0,8092
Variance extracted = 0,5859
*t-kritis = 1,96
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Table 4. Latent Variables Structural Model Inter

Endogenous Constructs

Exogenous Constructs

&l
utl &
11> Y281

Error
& ull
MBS - + G
Yzz_&z Baimi + &

Table 5. Structural Equation Between Latent Variables

Endogenous Constructs Exogenous Constructs Error
&1 E,.Z m
m 0,4613 0,2604 + 0,6332
(4,9210) (3,1451) + 0,1151
0,2984 0,2663 0,5845
N2 (3,9111) (3,9570) (4,1768)

Description: Figures in brackets are the t-test statistical value.

Table 6. Significance Orientation Effect Against Enterprise Business Strategy

coefficient Line {arictmetic {critical
— —

Conclusion

-._04689

0,4613 49210 1,96 There is a significant influence
0,2571 X \
; 0,8619
03611 = X, ' 07288
0.2915 X,

01T Xy ¥ 0121

L

0,1682 = Xs

“~
0,7993

— 0,8417 0,4613 0,7903 —>- 10,3754
0,9068 m

- <—0 3979

Picture. Diagram Line Orientation Effect Against Enterprise Business Strategy

Values obtained variance extracted for business strategy latent
variables (n1) of 0.5859. This means that 58.59% of variance
of the indicators used is included in the construct formed,
namely business strategy (n1). Factor loading value obtained
show that the weighting factor latent variable indicators that
make up the business strategy (ml), can be an indicator of
differentiation (0.7903) has the greatest weighting factor
between two other factors, followed by the focus indicator
(0.7759), and indicators keungulan costs (0.7288).

Structural Model Calculation Results

Once obtained the result of all significant indicators in the
measurement model for each latent variables are used , then it
can be seen the results of the structural model to answer the
hypothesis . Structural model based testing framework , so in
general there are two sub- structures to be tested in this study ,
namely:

Effect of the strategy bisnis.Sebelum entrepreneurial orentasi
test both substructures proficiency level, first described
structural equation model four latent variables being studied.
Information:

&1: Entrepreneurial orientation

£2: Business strategy

y: Coefficient of latent exogenous pathway to endogenous
latent

B: Coefficient of endogenous latent track against latent
endogenous

Through the results of data processing using software LISREL
structural equation study as presented in Table. While the
overall relationship model variables of this study are presented
in Fig.

Effect of Orientation Toward Entrepreneurship Business
Strategy

The first hypothesis to be tested is the effect of entrepreneurial
orientation and business strategy. The first hypothesis is
operationally divided into three sub- hypotheses and test results
are outlined below.

Effect of entrepreneurial orientation on business strategy .
hypothesis:

Ho. y11 = 0: Partially entrepreneurial orientation does not
affect the business strategy.

Ha. y11 # 0: Partially entrepreneurial orientation influence on
business strategy.

In Table viewable path coefficient entrepreneurial orientation
of the business strategy of 0.4613 with positive direction. Path
coefficient is positive meaning that the higher the
entrepreneurial orientation that tends to improve business
strategy.
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Furthermore, t-count value greater than tkritis shows that at
95% confidence level is concluded there is a significant effect
of entrepreneurial orientation on business strategy.
Entrepreneurial orientation directly contribute / influence
amounted to 21.28 % increase in business strategy, So that
total entrepreneurial orientation contribute / influence
amounted to 25.59 % increase in business strategy. The
structural relationship between the entrepreneurial orientation
of the business strategy can be described as Image

DISCUSSION

Descriptive analysis

Deepening study on the characteristics of small and medium
businesses in relation to the variables of the study was an
attempt to photograph the position of the high and low
categories of entrepreneurial orientation, business strategy. The
size of the high and low categories of small and medium
enterprises based on a five-point Likert Scale which has
resulted in five categories of the position of small and medium
businesses, namely: 1) very low with a score value ranges from
1.00 to 1.80; 2) Low range value score of 1.81 to 2.61; 3) high
enough score with a range of values from 2.62 to 3.40; 4) high
with a score value ranges from 3.41 to 4.21; and 5) a very high
score values range from 4.22 to 5.00. By hypothesis
descriptive:  "entrepreneurial  orientation, the external
environment, business strategy, and the performance of small
and medium enterprises have a higher category", then the
following evaluation will focus on the four sub-hypotheses of
hypotheses descriptive, which once focused for each variable
research are: 1) aggression compete with the highest score of
3.996; 2) proactif

Orientation Relationship Between Enterprise
Business Strategy

With

The relationship between the entrepreneurial orientation with
business strategy expressed in the first hypothesis of this study,
namely: Orientation entrepreneurial significant effect on small
and medium enterprises business strategy. Hypothesis test
results validate the hypothesis, in which the entrepreneurial
orientation significantly influence business strategy. The
results of this study corroborate the findings of Luo (1999);
Gerstein and Reisman (1983); Chaganti & Sambharaya (1987);
Hofer (1980); Ibrahim & kelly (1986); and Leontiades (1982).
The fact this study shows that the entrepreneurial orientation
has a significant contribution in forming the right business
strategy.

Entrepreneurial orientation is built on five dimensions of
autonomy, keinovatifan, risk taking, keproaktifan and
competitive aggressiveness. While the business strategy is built
on three dimensions of cost advantage, differentiation and
focus (focus on cost advantage or differentiation focus). As
stated by Burgelman (1983), Autonomy is the ability of the
organization and the tendency of the independence of the
future with independent leadership both in ideas and actions
that spawned a culture that encourages each individual or
group behaves like that in the organization. Companies with
strong autonomy demonstrated the ability and capability in
managing the business to a better direction. Strength autonomy
would be perfect when supported by keinovatifan, namely high
creativity within the enterprise level that led to the birth of new
technologies, new products, new markets, new processes and
new strategies (Schumpeter, 1934).
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On the other hand, risk-taking is a willingness and commitment
to menginfestasikan the company's resources on projects or
specific strategy without a guaranteed return (Miller, 1983). In
other words, taking risks is the courage companies to invest,
despite the hopes of getting a profit, but if the opposite
happens, the company is ready with all its consequences. Three
dimensions of entrepreneurial orientation: autonomy,
keinovatifan and risk-taking is a strength for the company to
build a strong business and advanced, who have the courage to
build a business prosektif albeit with substantial risk, is
managed independently with full of creativity and innovation.

All three are basic fundamental in determining the progress of
the company, because of ketiganyalah strength of the company
is built. Autonomy spawned courage to act while giving birth
innovation ideas and new creations are relentless in promoting
the business, and taking the risk of having the courage to
invest. ~Meanwhile, two-dimensional = forming more
entrepreneurial orientation: keproaktifan and competitive
aggressiveness is actually the same line of thinking to the
concept of business strategy adopted in this study, namely
business strategy of Porter (1990; 1993). The orientation in an
attempt to win the competition. Keproaktifan is a step ahead in
anticipating. changes in business environment, and preparing
strategic steps to transform environmental challenges into
opportunities. Keproaktifan mastery is a step ahead for
conditioning the environment (Miller, 1983), specifically
linking the company with visionary leadership (Collins &
Porras, 1991; Hamel and Prahalad, 1994; Penrose, 1959). It
requires an active monitoring of the market to get a favorable
opportunity (Culhane, 2003).

While the competitive aggressiveness is the company's ability
to monitor the movements of competitors and react
appropriately in order to maintain a controlled market and
maintaining  corporate  excellence.  Aggressiveness  is
distinguished from keproaktifan compete in two respects: (1) It
specifically relates to an action responsive (responsiveness)
rather than an anticipatory measures; and (2) is directed at
existing competitors rather than on the creation of new markets
or product opportunities (Lumpkin & Dess, 1996). The overall
picture shows the dimensions of entrepreneurial orientation
forming a strong theoretical relationship between the two,
beyond previous studies that have explained the relationship.
Because, Porter developed a business strategy that is actually a
competitive strategy, which by Miller (1988) also known as
Porter's business strategies.

Significantly influence entrepreneurial orientation towards
business strategy indicates that the appropriate selection of
small and medium business strategy is also determined by how
the quality of the entrepreneurial orientation of the small and
medium businesses. The higher the quality of entrepreneurial
orientation, of course, will increasingly form the selection of
appropriate strategies. Effect of entrepreneurial orientation on
business strategy occurs directly and indirectly. The magnitude
of the direct effect in improving the entrepreneurial orientation
strategy by 21.28%, while the amount of influence indirectly
because of its relationship with the external environment
amounted to 4.31%. So that the total amount of entrepreneurial
orientation influence to contribute / influence to the business
strategy of 25.59%%.
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Conclusion

Based on the analysis and discussion, it can be conclusions as
the following, namely the influence of factors of
competitiveness to the competitiveness of the manufacturing
industry in Indonesia at the 5% significance level, the period
1993 to 2006, is, labor production department has a positive
and significant impact on the competitiveness of export
products manufacturing industry sub-sector in Indonesia.
Technology has a positive and significant impact on the
competitiveness of export products manufacturing industry
sub-sector in Indonesia. Capital has a positive and significant
impact on the competitiveness of export products
manufacturing industry sub-sector in Indonesia. The price level
of products has a negative and significant impact on the
competitiveness of export products manufacturing industry
sub-sector in Indonesia. Growth in the manufacturing industry
has positive and significant impact on the competitiveness of
export products manufacturing industry sub-sector in
Indonesia. It is hoped that this study can be researched again
by further research by the same method of analysis of different
units.

REFERENCES

1993. Competitive Advantage: Creating and

Maintaining Superior Performance, Jakarta: Erland.

. 2000. The Balanced Scorecard: Applying Being
Strategy Action, Jakarta: Erland.

——————————— . 2003. Competitive Strategy: Techniques Analyzing
Industries and Competitors, Jakarta: Erland.

. 2006. Business Research Methods.
International edition. Mc Graw Hill

——————————— . 2007. Legislation: Small Business and Franchise.
Yogyakarta: Pustaka Yustisia.

Agung Nur Fajar. 2004. Model of Entreprencurship
Development and Projected Number of New
Entrepreneurs in Indonesia 2005 - 2020. Papers in New
Entrepreneurial Development Workshops. Jakarta: Hotel
Hyatt Aryaduta -14 December 2004

Aldrick, H.E. and Pfeffer. 1976. Environment of organization,
Annual Review of Sociology. 2: 79-105

Anthony, Robert N. and Govindarajan, Vijay. 2004.
Management Control System. Eleventh edition, New
York: McGraw-Hill.

Benedicta Concerned Dwi Riyanti. 2003. Entrepreneurship
from the Perspective of Psychology of Personality.
Jakarta: Grasindo.

Buchari Alma. 2002. Entrepreneurship. Bandung: Alfabeta.

Bygrave, William D. 1994. The Portable MBA in
Entrepreneurship. John Willey & Sons. Inc. New York.

Chaganti, R. and Sambharaya, R. 1987. Strategic Orientation
and Characteristics of Upper Management

Chandhler, A.D., Jr., 1990 Scale and Scope: The dynamics of

9th edition.

industrial ~ capitalism. Cambridge, MA: Harvard
University Press.
Churchill, Gilbert A., Jr. and Dawn Lacobucci. 2005.

Marketing Research: methodological Foundations. South-
Western, Thomson Corporation.

Cooper, Donald R & Pamela S Schindler. 2001. Business
Research Method. 7th Edition. Boston: McGraw Hill
International Edition.

1834

Covin and Slevin. 1989. Strategic Management of Small Firms

and Benign in Hostile Environments. Strategic

Management Journal. January / Feb 1989; 10: 1, Vol 10:

75-87

G. Gregory. 1998. The Meaning of Social
Entrepreneurship, Stanford Business School: The Center
for Social Innovation
Dess, Gregory G. and Lumpkin, G.T. 2003. “Strategic
Management: Creating Competitive Advantages”, New
York. USA: McGraw-Hill/Irwin.

Gregory; Lumpkin, G.T and Covin, JG. 1997.
Entrepreneurial Strategy making and Firm Performance:
Tests of Contingency and Configurational Models.
Strategic Management Journal, Oct 1997; 18, 9, p. 677-
695
Dessler, Gary. 2003. Human Resources Management. 11"

edition. Prentice Hall.

Devis. K. 1996. Human Behavior at Work, Organizational
Behavior. Singapore: Mc.Graw Hill.

Drucker, Peter F. 1994. Innovation and Entrepreneurship:
Practice and Basics. Fifth mold. Jakarta: Erland.

Entrialgo, Montserrat. 2002. The impact of the alignment on
strategy and managerial characteristics of Spanish SMEs,
Journal of Small Business Management, vol. 40: Iss 3,
260.

Fadel Muhammad. 138. 1992. Industrialization and
Entrepreneurship, Jakarta: PT Gramedia Pustaka Utama.

Gerstein, M and Reisman, H. 1983. Strategic Selection:
Matching Executives to Business Conditions.

Govindarajan, V. 1988. A Contingency Approach to Strategy
Implementation at the Business-unit level: Integrating
Administrative Mechanisms with Strategy.

Gujarati, Damodar N. 2006. Essential Econometrics. USA-

New York: McGrow-Hill.

Gupta, A.K. and Govindarajan. 1984. Business Unit Strategy,
Managerial Characteristics, and Business Effectiveness
unit at Strategy.

Guth, W. and Ginsberg. 1990. Corporate Entrepreneurship.
Strategic Management Journal, 11, p: 5-15

Harun Al Rashid. 1998. Analysis of Path (Path Analysis).
Workshop Papers. Bandung: LP3E-ubuntu.

Kaplan, Robert S. and Anthony A, Atkinson. 1989 Advanced
Management Accounting. Second Edition, Prentice-Hall
International, Inc.

Kaplan, Robert S. and Norton, David P. 1996. Translating
Strategy Into Action The Balanced Scorecard. Boston:
Harvard Business School.

Noer Soetrisno. 2004. Entrepreneurship in SME development
in Indonesia. Paper presented in the Seminar in Gorontalo
State University, May 17, 2004.

Ropke, Jochen and Kozlova, Elizaveta. 2003. Entrepreneurship
creativity and innovation. Makalah disampaikan pada
Seminar Kewirausahaan pada tanggal 22 Oktober 2003.
Bandung: Universitas Padjadjaran.

Sigit Suhardi. 1980. Fostering Entrepreneurship. Yogyakarta:
Gadjah Mada University.

Supaman Sumahamijaya. 1980. Fostering Mental Attitude Self.
Gunung Jati

Suryana. 2006. Entrepreneurship, Practical guidelines: Tips
and process toward success. Jakarta: Publisher Salemba
Four.

Thomson, J.D. 1967. Organization in action. New York:
McGraw-Hill.

Dess,

Dess,



International Journal of Recent Advances in Multidisciplinary Research 1835

Tjahja Muhandri. 2002. Creation of Entrepreneurial Strategies ~ Zikmund, William G. 2000. Business Research Methods 6th

(Entrepreneur) Small and Medium Tough. Bogor: Institut Edition. Of Philadelphia: The Dryden Press.

Pertanian Bogor. Zimmerer, Thomas W., and Norman M. Scarborough. 2005.
Venkataraman, N.1989. The concept of fit in strategy researc;j: Essentials of entrepreneurship and small business

Toward verbal and statistical correspondence, Academy management, 4th edition. New Jersey: Prentice Hall, Inc.

of Management Review. 14 (3), 423-444.

Wheelen Thomas L, J. David Hunger. 2004. Strategic
Management and Business Policy 9th Edition. New
Jersey: Prentice Hall.

seskeskoskoskookok



