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PREFACE

This publication document the refereed, review and edited paper presented at rhc
Intemational Multidisciplinary Conference (IMC) with main theme .,Asean Econoruic
Cotttrnunity: Tratrcfonnation, Policy, Partnership and Actiott toward Regional Prosperitlt"
held at School of Postgraduate Srudies, University of Muharnmadiyah Jakarta, Jakarta,
Indonesia, I2-13 November 2014.

The conference had higlighted, discussed and anallzed wide range of issues peftaining to
transformation, policy, partnership, and action toward regional prosperity among regional
ASEAN, neighbour, and implication to worldwide. The Prooeeding and paper of the
conference had have been grouped under eight theme and twenty six sub theme the
following headings;

l. Politic, Policy, Iaw and Governance
2. Economic, Finance and Managemeflt
3. Science. Environment and Technology
4. I-anguage, Madeia and Communication
5. Psychology, Education and Development
6. Health, Nursing and Social Work
7. Religion, Art, Culture and Tourism
8. Children, Women, and Family

AII theme and sub theme having crucial topics that represent an important region, this
Intemational Multidisciplinary Conference is expected to cofltribute the regional
development of new strategies f?om multidisciplinary perspective beyond the ASEAN
Economic Community. The Prooceding include a number of good ideas, arguments, and

opinions, which have implication for transoformation, policy, practice and research.
Important for academic, this publication may be used as source of reference material for
citations and references.

On behalf of the Steering Committee, I congratulate to all the keynote speakers and paper
pl esenter, also active palticipants. The thoughts of all the speakers have bcen highly
regarded and have significantly added value of the conference. I trust that Intemational
Multidisciplinary Conference 2014 will be a memorable one and I hope that an

intemational multidisciplin network will be retained. Again, I wish to thanks each and
every delegate for the support given to inake this conference possible.

May we all be in continued spirit to achieve an inclusive and equitable ASEAN community
and human prosperity.

PROFESSOR ADI FAHRUDIN, Ph.D
Chair

Inter nalional Multidis ciplinary Co nference &
Eclitor
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COMPETITIVE ADVANTAGE MODEL IN SMALL AND MICRO
ENTERPRISE SMEs BATIK

(Focus on f,ffect of Government Policy, Resources, Enterpreneurship, Cost
Leadership Strategr and Differentiation Strategy as lntervening Variable)

Eddy lrsan Siregarr, Nur Hidayah2

{ hh ersih ol Muhamnadi)'ah.lakarta, lndohasia

rc-mail: c sircgar(rryahoo.com: Contacl numbcr: +6281 16001809
re-nrailr nurhidayahpranoto(a,yahoo.coml Contact nunrber: +628 I2 1868736

Abstract

Thc goal olthis rcscarch is to dcvclop cconorrrics, cspccially in stratcgetical managcnrcnt scicncc aiming
thc dcvelopmcnt of fit ffodcl lor high dcgrcc compctilivcncss in Micro and Middlc Enleryrisc SMES
(Usaha Mikro Kccil dan Mcncngah and abbrcviatcd as UMKM in hahasal in Batik (lndoncsian
troditional hand-nradc clothing dcsign by applying wax (nralam ii hahasal). Thc practical aim of this
rescarch is to apply this modcl scning as an altcmativc input foi Batik Micro Enterpisc in ordcr to
dcvelop thcir high dcgrcc cornpctivcncss. Thc result ofthis study is tcnded to give input for Indoncsian
govcrnftcnl in lcrms oI mainlenunce policy cl-fcctiveness and in up scaling Batik Micro Entcrprisc. This
study analyzcd thc govcrnmcntal rolc, rcsourccs and cntrcprcncurship in uffccting thc lcadcrship cost and
ditlerential strategy in buildirg the high degree courpetitiveness of Batik Miffo Ente.prise by applying
thc dcscriptive analysis and Srucrural Equation Modclling (SEM1. The data wcrc processed with AMOS
soliware. Thc Rcspondcnts wcrc takcn t'rom batik's srnall cnterprisc in jogia and solo as lnany as 144

cntctprisc, rcgistctcd in tltc Dopartmcnt ofCoopcrativcs aod SMI-s jogia and solo. Thc rcscarchcr Ibuld
that most ol stratcgy botik's snrall cntcrprisc arc diffcrcntiation stratcgies. Govcrnmcnt and rcsourccs
variable have a positive inlluence and signilicart to competitive advaEtage by batik Micro Enteprise.

I{eywonls: goternuet role, re.\ouraet, entrepreune^h4), co tpclilip adrahlage, cotl leaderthip
sl tdleKt dah di fferenl iat ion sl ru I et{\,

INTRODUCTION

Micro, srnall and mcdiurn enterprises (SMEs) is the work done by most people

all over the country, both in developed countries and in developing countries. [n the
United States, the number of small businesses that are less than 100 employees account
lbr about 24.92 million people, or 99.7 percent, and the rcmaining 0.3 percent are

medium and large busincsses. Nearly 90 percent of small businesses employing less

than 20 people. Srnall busincsses are labor-intensive effort, so as likely to create more
jobs. Small businesses create two thirds to three quarters of the new jobs in the United
States economy. Based on the research of David Birch, only 3 percenl of small
businesses, which create 70 percent of new jobs, growth of 20 percent or more per year.

Most ofthe srnall businesses do not grow and do not create manyjobs. Small businesses

also contributed 5l percent to the Gross Domestic Product (GDP). In addition, many
slnall businesses also create new ideas, products, and new services and have a very

r36



137 Intcmational Multidisciplinary Conl'crcncc 2014

ISBN: 978-602-17688-l-5

irnportant rolc in innovation. Many important discovcrics that can bc traccd its roots
lrom an cntrepreneur (an entreprencur) includcs zipper, FM radio, laser, air
conditioning, escalators, light bulb, computcrs, and automatic transmission (Zirnmcre,
Scarborough, and Wilson. 2008).

In Indonesia, the number of SME population in 201 I reached 55.2 million units
or 99.99 percent of the total Indonesian unit. In 201 l. the number of people working in
SMEs reached 101,722.458 people or 97.24 percent of all Indonesian workers
numbering 613 681 104 people. In 2011, the amount of the contribution of SMEs to
GDP by 57.94 percent, while large enterprises contributed 42.6 percent to the GDP.

ln 1997 when the econonric crisis, rnany large companies in Indonesia are

falling, but SMEs still survive, and even experienced growth. This is because small
businesses are evenly distributed in all parts of Indonesia, most of who are independent
businesses. Strengthen and develop SMEs means to reduce unemployment and poverty.
While n.rany large businesses are actually reducing its workforce to be replaced with
machinery or electronic equipment and computers.

Thc rcsults of thc cconomic ccnsus in 2006 showcd that in Indoncsia, ,17.7 pcr
cent of SMEs do not have a plan or expand their business pengembangkan upcoming
year. What is nreant by "developing r' expanding a business" is a business plan to
expand, opening branches, improving skills, or other. SMEs that do not have the plan
because ofnot only the problern ofcapital, but also a marketing issue. Indeed, it is clear,
50.2 percent of MSEs do not have a plan because of the difficulty ol capital, followed
by 24.2 percent due to the constraints of marketing.

Due to various constraints faced by small businesses, especially in terms of
nrarketing, the low bargaining power of small business. It also does not have a

competitive advantage thal its competitiveness was low. To overcome the various
problems f'aced by SMEs need the participation of govemment as regulator, facilitator,
and motivator. So far the govemment has issued various policies in an effort to nurture,
empower and develop SMEs, to enhance national econonric developrnent based

cornmunity economy or economic democracy. However. in reality the policies that have
been nrade have not been able to be fully irnplemented to address the various pt'oblems
facing SMEs.

Batik is strategic SMEs to be empowered and developed, as it is one of
lndonesia's cultural heritage, which has been recognized by UNESCO as a World
Masterpieces of the Oral, and Intangible Heritage of Humanity. Historically, batik has

cxistcd sincc the scvcnth century in the kingdom of Srivijaya, and continues to grow as

the cultural activitics of thc Majapahit kingdom and other kingdoms in Java. New Batik
lndouesia bccame the peoplc's business since the ISth century AD Indouesian batik
industry has contributed creativc cconomy Rp 3 trillion each year and is able to absorb
up to 7 million people working either directly or indirectly (lndonesia.com media on
Wednesday, 25 May 201 I ).
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Literature Review

The competitive advantage of SMEs. Unique challenges of SMEs today are
globalization, increased customer expectations, technological advances, and increased
competition. Models, business process improvement, and business management
techniques have been widely used by and originate from large organizations, and the
private sector, which are not necessarily applicable to SMEs. It is considered
appropriate by the researchers to make the argument that the planning and the process
of change from a large organization can be applied to SMEs with less formal manner or
on a smaller scale (McAdam, 2000; McAdam & Armstrong, 2001, and Curran &
Blackbum 2001 in Ban-ham. 2010).

To be able to sunive and grow in a healthy rnanner, then SMEs reqr.rire the
ability to respond to the growing expectations of customers by utilizing creativity and
exploit technological advances in order to compete both nationally and globally
(Banham,20l0).

Compcting ways that havc bccn uscd by SMEs. which only uscs just such a

comparative advantage of cheap labol and abundant natural resources, for now and in
the future is no longel appropriate. SMEs f'ace a competitive environrnent that is
changing very rapidly due to the influence of cornmunicalion technology, information
technology, and technology to produce goods and services more ef'ficiently, effectively,
and productively. ln order to have high competitiveness of SMEs need the ability to
create benetit ty using the competitive advantage is the ability to compete on the cost,
quality, shipping / delivery, and flexibility (Porter in UNCTAD, 2005: 5).

A study analyzing 1,789 strategic business units (SBU) found that businesses
that combine dilferentiation and cost leadership, as a competitive advantage is better
perfbrmance conrpared to using only one strategy. Lowest pertbrmance occurs when the
business unit is not to identify the types of advantages (Dess, Lumkin, Eisner, 2008:
rs7).

Table L I
Strategies lor Gaining Cornpetitive Advantage

Compelilive Advantugc

138

Dilfcrcntiati on

and Cosr

Diffcrcntiat
ion

Cosl Dillcrcnt
iation

and

l'ocus

Cosl and

Focus

Stay ln Midst

Pcrlbnnancc

Return of
Invcstmcnt (%)

lt o 30.2 t7 23.7 17,8

Salcs Growth 15.1 r 3.5 r 3,5 r6.4 r7.5 12,2

Additiorl of
Market Share

5.3 6.1 6.3 4,1

Saurplc Size r23 160 100 I4l 86 r05

Source: Dcss. Lumkin. Eisner.2008: 157
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Asscts and proccsscs within an organization that providcs a compctitivc
advantagc is a sourcc of colnpctitivencss. Competitivcness is dividcd into three, namcly
thc country's compctitivcness, industrial cornpetitiveness, and compctilivcness oi thc
company. Competitiveness reflects the economic strength of a country, industry or
colnpany taking into account econolnic competitors in the global lnalket in which
goods, services, people, skills, and ideas move freely across geographical boundaries
(Murths, 1998, in funbastha and Momaya, 2004).

Competitive advantage in general indicates that the company can achieve higher
perlormunce than the competitors in the industly can by utilizing the assets and or
competence. There are two streams oftheories of competitive strategy that influence the
competitive advantage. One of them is the theory of Porter (1994) in Lee and Hsieh
(2010) which describes its positioning within the strucnrre of the competitive strategy
and the use of "five forces (" five tbrces ") to analyze the competitive advantage in the
industry. The theory suggests that a company should choose an appropriate position in
the industry, to fufiher relieve the pressure of cornpetition, or to take some action on its
corl.rpctitors, so that thc company's own bcncfit.

Another school is the resource-based view (resource-based view / RBV)
ploposed by Wernelfelt (1984) and enrphasized by Prahalad and Hanrel (1994) in Lee
and Hsieh (2010). RBV suggests ihat the competitive advantage of a company should
be built based on its core competencies, which include resources (tangibie) and invisible
(intangible).

Jacobson (1988) and Porter (1990) in Lee and Hsieh (2010) define sustainable
competitive advantage as a competitive advantage to survive in a long tirne. Such
competitive advantage must have the following characteristics: l). Sustainable: A
company should lead its competitors on an ongoing basis or survive in a little time, and
will end when the conrpetitors managed to replicate the same competitive advantage;2).
Uniqueness: A conrpany only needs to pick the competencies possessed by a snrall
number of companies; 3. Robustness: A company needs to lead the company's
competitors with a significant gap.

Role ofGovernment. The primary roles ofgovemment in the development of
creative industries (Ministty,2008) arc as:

l. Catalyst, facilitator, and advocate. The govemment has the political power that
can be used to create creative business environment to provide stimulation,
challengc, and cncouragement of creativc ideas that move the business to a level
of compctencc that is highcr.

2. Regulator Govemmcnl as regulator making policies related businesses peoplc,
industrial, institutional, intemediary, resources, and tcchnology. Wisdom
govcmrnent to bc onc of thc tools to crcate a conducive business climate.
Govcmmcnt policies that havc bcen made should bc rcgulated by a particular
mechanism, so that can be implemented.

The Govemment of Indonesia has set several SME devclopmcnt policics:

l. Govemment Regulation No. 44 Year 1997 About the Partnership.
2. Goverrunent Regulation No. 32 Year 1998 conceming Guidance and

Development Small Business.
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3. Instruction Prcsidcnt of thc Rcpublic of lndoncsia Numbcr l0 Year 1999 on
Empowenrent Medium Enterprises.

4. Rcgulation of thc Statc Ministcr of CooperBtivcs and Small and Mcdiurr
Enterprises Republic of lndonesia Number: 23lPer/M.Kuknr/Xi/2005
funendrnents to the Decree of the State Minister of Cooperatives and Srnall and
MediumNumber:32lKep/M.Kuknr/Iv/2003 about Guidelines for Growth and
Development Centers Small And Medium Enterprises

5. Indonesian Presidential Instruction No. 6 of 2007 on the Acceleration of Real
Sector Development and Empowement of Micro, Small and Intennediate.

6. Regulation of the State Minister of Cooperatives and Srnall and Medium
Enterprises Republic of Indonesia Nurnber: 02lPer/M.KUKM/l/2008 About
Guidelines for Empowering Business Development Services-Provider (Beds-P)
for the Developrnent of Cooperatives, Micro, Srnall and Medium Enterprises
(MSME)

7. Law of the Republic of lndonesia Nurnber 20 Year 2008 on Micro, Small, and
Mcdium.

MSME developnrent policy lras been quite a lot, but in practice not nteet the
needs, especially the needs of nricro and small businesses, because it has not fully
inrplenrented and well socialized. For example, in the capital MSME policy.

Entrepreneurship. Entrepreneurs arc often defined as those who organize and
manage business risk-taking tbr prolit. An entrepreneur is really as a strategist. He made
a strategic and operational decision. Strateji all levels, be it corporate, business, and
l'unctional managers be a concem as the founder and owner of the company (Hunger
and Wheelen,20l2). Meanwhile, according to Sclrumpeter (1934) in Rodney et al
(2008). who first described the entrepreneur as an innovator? Entrepreneurial
orientation is evidenced by the apparent trend to innovativeness, proactive, and willing
to take risks.

Entrepreneurship development in SMEs has been part of the development plan
of action in India. Malaysia, Pakistan, and Philippine. Such initiatives are also
undefiaken by Bangladesh and Nepal. Promotion of entrepreneurship among srrrall
industries widely addressed by a combination of public sector organizations and the
cooperation of public and private organizations in several countries. In Bangladesh,
lndia. Malaysia, Pakistan, and Philippine, the Prime Minister or the President has
cmphasized in his specch about thc importance of building entreprcncurship. In
Malaysia lrave been cstablishcd SME Award and Quality Award, as wcll as in
lndonesia, SME Award and Quality Award was successfully launched for SMEs (Baig,
2007, APO, lntegrated Rcport). Thc award ainrs to motivatc SMEs to develop
entrepreneurial and producc a quality product.

Cost Leadership Strategy. For small businesses, to achieve thc chcapcst plicc,
special attention should bc given to all activilies in the business ranging from malerial
purchasc to llnal sale to the cnd customcr. Competition today is no longcr fronr busincss
to busincss but from thc supply chain to supply chain. Lowest pricc among all membcrs
of thc supply chain will rcsult in lower priccs than rctailcrs result last and incrcase
demand without reducing prolit margins. Dill'erent shategies can help to obtain a price
leadership strategy in an industry. The most cornmon strategy used by many small
businesses is the economies of scale and leaming, business process re-engineering.
product design, and purchase materials in large amounts (Srnall Business Course).
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Some of the ways that can be done by the company to achieve cost advantage, namely
by improving the efficiency of the process, adding a unique access to sources of raw
materials (materials) are large at lower prices, making optimal outsourcing and make
decisions that are vertically integrated, or avoid some ofthe overall costs (erl"ktltgA.).

Company Resources. Dess, Lumpkin, and Eisner (2009) exptalns that the
company's rcsources include all assets, capabilities, organizational processes,
information, knowledge, etc. controlled by the company and can be developed and can
be implemented for value creation strategy.

Resource-based view (the Resource-Based View / RBV) offers basic theory
about the importance ofa wide range of resources for competitiveness and performance
of the company. RBV argues that firms can achieve and maintain a competitive
advantage if they have the resources tangible and intangible valuable, rare, inimitable
and ineplaceable (Bamey, l99I; Wemerfelt, 1984 in Roxas and Chadee, 20ll). Four
characteristics of the resources, as described by Bamey (2007) n Roxas and Chadee,
201 I is seen as a strategic asset if properly mobilized, build and maintain a competitive
advantagc and improvc pcrformancc.

RBV combines two perspectives: l) Analysis of intemal company, and 2) an
external analysis of the industry and the conrpetitive envirorunent in an integrated way.
The ability of the company's resources to provide a competitive advantage can not be
determined without taking into account the broader context of competition (Dess,
Lumpkin, and Eisner. 2008: 88). It is important to note that the resource itself cannot
create a competitive advantage if it is not integrated with value creation activities are
important as well as marketing and sales. Therefore, the central theme of the RBV of
the firm is that competitive advantage is created and maintained through a combination
of uniquely from some resources.

Micro. Small and Betik . According to Law No. 20 Year 2008 on Micro, Small
and Mediurn Enterprises, Article 6 staled that the criteria for SMES based on total nel
assets, excluding land and buildings, and the number ofsales per year, as can be seen in
the table which follows.

Table I .2
Criteria for Micro, Small and Medium Enterprises

50 nrillion 300 million

>50 500 million -

mitlion - 2.5 billion
500

million

Mediurn 500 2.5 billion - 50

Enterprises million - billion
l0 billion
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Among small and mcdium cntcrprises, batik business has vcry spcciai
characteristics, and has Indonesian cultures that consistcntly survive. With thc influence
ofa particular rcgion motil-s, batik cvolvcd and spread, cspccially in Java, tbr cxanrplc,
known as Batik Carut, Tasikmalaya, Kudat, Pekalongan, Kedungwuni, Tcgal,
Banlumas, Navan, Kudus. Demak, Sr.rrakarta, Yogyakarta, Heilbron, Apex, Lasern and
Madura. Meanwhile, until the batik current regional growing nationally (Bank
Indonesia, 2001). According Ulum (2010), batik has been around since the Kingdom
Mojopahit. and then extends to the Kingdom of Mataram, Solo, and Yogyakarta. In
Java, batik is also not only growing and expanding into the island of Sumatra.

More than just a cultural heritage, batik has been transfonned into the industry
that provides high's contribution to the Indonesian economy. Batik industry export value
reached US $ 32.28 in 2008, and the first quartedy of 2009, the export value reached
US $ 10.86 million. Originally. batik became one of the kings of the family culture as
clothing royal f'amily and their followers, Many followers of the king who lived outside
Kerton, they brought the art of batik is out of the palace, and then the rnaking of batik
cloth madc in thcir rcspcctivc placcs. Long batik art was imitatcd by tllc pcoplc ncarcst
and subsequently expanded into the work of women in the household ro fill his spare
tinte. Fulthelnrorc, batik clothes that used only the royal fanrily then becanre popular
folk clothes. both women and men.

In general, the process of nraking batik through 3 stages: coloring, giving the
night (candles) on the fabric and release wax frorn the cloth. White cloth that will be
based on batik can be colored according to our tastes remain white or befbre then in the
given night. The process ofgiving tonight can use the process ofbatik canting or with a

hand stamp process. In the evening, the fabric is given a batik dyeing process cannot go
on as it is covered by the night (wax resist). Alter a given night, batik dyed. This
coloring process can be performed several times as you wish what color you want. lf the
process of coloring, and the night finished the night dilunturkan the heating process.
Batik, which has been boiled until the evening, so be melted and separated from the
water. The boiling process is done two times, the last with a solution of soda ash to tum
off the color attached to batik, and avoid smearing. After the boiling is cornplete, batik
soaked cold water and dried (http://batikoekalonean.wordpress.con/categoq/teknik-
batik-rnaking). On October 2, 2009, Batik has a patent as non-objects of cultural
heritage, cultural heritage anrong the 76 non-object world. This patent was obtained
through the Organization of Educational, Scientific, and Cultural Organization
(UNESCO). Despitc of 76 arts and cultural heritage that is recognized the world,
Indonesia is only donate one, while China 21 and Japan l3 legacies (Ulum, 2010).

Previous Research

Previous research studies related to the influence of the Role of Govemmcnl.
Social Media, the Cost l,eadership Strategy and Dift'erentiation Strategies, and Impact
on Competitive Advantage of SMEs, can be seen in the following table.

t42



143 Intcmarional Mulridisciplinary Confcrctrcc 2014
ISBN: 978_602_ 17688-l _5

Tabel 1.3
Previous Research

(2004),

Lcc, Jia-
Sheng and
Chia-Jung
Hsieh
(2009)

Pribadi and
Kanai
(20r r)

Raduan at

Odcntation versus
Small Business
Orientation: What
Are Thcir
Relarionships to
Firm Performance

A Rcscorch Ia
Relating
Entreprcncurship.
Marketing
Capability.
Innovetivc
Capability And
Sustained
Colnpcaitivc
Advantage
Examiling ancl
Exploring
lndonesia Small
and Medium
Ente.prise
Performqncc: An
Empirical Study

Orientation young
(<l I ycan) )
Performance. Small
Busiaess Orieotation
elderly (> ll years)
) performancc

EDtrcprcncurship )
Sustainable
compctitivc
advantagc, an ir i&ct
effect through
markcti!g
capabilities and
ionovation
capabilirics

lnternal and external
factors ) SME
straregy. SMES wirh
high pcrfonnance
tcnd to usc a

di{Iercntiation
rtlategy
Emphasizing on rhe

acscts of thc
organization and
human tesource

capabilities aod focus
ott customcr necds.

Entrcprcncurship
directly sflect rhe
compctitivc
advantagc of

Rescarch in
the Unired

Statcs, 267

small

busioesses,

using SEM

Rcscarch in
Taiwan 1000
companics
maoufacturing
Using SEM /
Lisrel8.7

Roxas and A Resource-Based This study shows rhat . Resources
9I**. View Of Sma sup"rio. ierform"nce .;ilil;,20ll Expon Firms. is a tunctron ot, Rhi^

Social Capiral In valuable resour". .Coilp"r;,ir.
A Sourheasr Asian cannol be dupljcaled i;;',';; '
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Status of this study in the Development Model of Competitive Advantage.
Based on the results of previous studies novelty of this study is the role of govemmJnt
influcncc on cost lcadcrship stmtcgy, diticrcntiation stratcgy, and its impact on
competitivc advantagc. In additio,. thc effect of cntrepreneurship on cost lcatlcrship
skategy, and competitive advantage, then the efl'ect of resources on a cost leadership
strategy and differentiation strategy. The similarity with previous studies is that staregi
two generic strategies cost leadership and dirTerentiation strategies a1't'ect ttre
competitive advantage, which has become patent Michael porter. Another similarity is
the entrepreneurial resources and affects the competitive advantage. Sedangkang
similarities with other studies indirectly in the form of external and intemal factois. the
study focused on the role of govemrnent as part ol the extema.l factors, and
entrepreneurship and resources as part of the internal factors of SMES. Another
sirnilarity is only on stand-alone variables without causal influence of the study of
entrepreneurship, resources, cost advantage, diilerentiation and competitive advantage.

Framework

Based on the forrnulation of the prr:blem, literature review, and pr.evious
research, the frarnework can be structured as follows.

Effect of Direct and Indirect Role of Govemment, Entrepreneurship, and
Resources, Cost Leadership Strategy Against, And Differ.entiation Strategies, and aflect
Competitive Advantage in SMEs Barik Yogyakafia and Surakarta.

l. Direct Effect of Exogenous Variables on Endogenous Variables
. Role of Covemulent lnfluence on Cost Leadership Strategy SMEs Batik

Yogyakarta and Surakarta
. The role of govemment influence on the differentiation strategy MSE Batik

Yogyakarta and Surakarta
. Rolc of Governl]]ent Influence on Competitivc Advantage in SMEs Batik

Yogyakarra and Surakarta
. Efl'ect of Enhepreneurslrip on the MSE Cost Leadership Shategy Batik

Yogyakarra and Surakana
. Eff'ect of Resources on Cost Leadership Stmtegy SMEs Batik Yogyakarta and

Surakarta
. Effect of Resources on Differentiation Strategy MSE Batik Yogyakarla and

Surakarta
. Rolc of Covemment Intluence on Competitivc Advantage Batik yogyakarta

and Surakarta MSEs
. Effect of Entrepreneurship on the Conpetitive Advantage of yogyakarla and

Surakarta batik SMF-s
. Effect of Competitive Advantage Resources Against MSE Batik yogyakarta

and Surakarta
. Effect of Cost Lcadership Strategy against Competitive Advantage ol SMEs

Batik Yogyakarta and Surukarta
. Effect of Differentiation Strategy against Cornpetitive Advantage MSE Batik

Yogyakarta and Surakarla

146
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2. Indirect Effect of Exogenous Variables Against Endogenous Variables
Through the intervening variable
. Indirect lnfluence on Govemment Role Competitive Advantage Through

Strategic CosI Lcadership, Differenliation Srrategies MSE Batik in yogyakama
and Surakarta

. Indirect influence Entrepreneurship Strategy Against Competitive Advantage
Tkough Cost Leadership, Differentiation Strategies MSE Batik in Yogyakarta
and Surakarta

. lndirect lnfluence Resources Strategy Against Competitive Advantage
Tfuough Cost Leadership, Differentiation Strategies MSE Batik in Yogyakarta
and Surakarta

Framework based on lhe research paradigm can be described as follows.

sourccr Rcs!:archcl ConDilcd by lrdn.wo*

Figure 1.4. Paradigm Research

METHODOLOGY

Methods Used. This study used a quantitative approach. Types of non-
experimental research. In terms of time, used a cross-sectional method, the research
carried out at a time. The research method used was a survcy method to collect
quantitative data are required, and then processed with descriptive statistics and
Structural Equation Method (Structural Equation Modeling i SEM) using Amos
software Version 5 Measurement scale used for the survey is a modified Likert Scale to
6 scale, namely: Strongly Agrec (SA), Agree (A), Somewhat Agree (SA), Somewhat
Disagree (ADA), Disagree (D), and Strongly Disagrce (SDA).

Analysis Unit. This research was conducted in the city of Yogyakarta, Sleman
regency, Kulon Progo, Banrul, Gunung Kidul and Surakarta. Of the six selected areas

where there are many batik entrepreneurs to serve as the unit of analysis. Preliminary
research has been conducted on 18 to 25 February 2013; to get an idea of the population
as a basis for sarnpling and sampling techniqucs were used. Rescarchers visited
Yogyakarta Provincial Department of Industry, Department of Industry, Yogyakatta,
and Sleman regency, Kulon Progo Regency, Banrul, Gunung Kidul and Surakarta, as

well as the Great Hall of Batik (National) in Yogyakada. Researchers express intent and
purpose of this preliminary study to obtain secondary data from the Office of the City
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Total

r48

and County. Preliminary Research Report and Data Address Entrepreneur Batik can be
seen in the appendix.

Population. From the results of preliminary studi€s we can see that the
population ofbatik in Yogyakarta City, Sleman regency, Kulon progo Regency, Bantul,
Gunung Kidul District obtained 166 entrepreneurs Surakarta batik and batik
entrepreneurs gained 103 addresses, but most districts drawn batik entrepreneurs, the
District Laweyan.

Samples. When it comes down to the field, many of which address data is no
longer compatible with the data obtained from the Department of Industry yogyakarta
Special Region and the Department of Industry, City and County in the province.

Finally the sarnple was determined by a quota sampling technique to obtain a
sample of approximately 150 batik entrepreneurs to qualii/ in data analysis using SEM.
Quota sampling is less precise for SEM models, more appropriate use of random
sampling, but conditions on the ground it was not possible given the cost, and the
manner of limited power to conduct a census in each district in detennining the exact
amount ofthc population. lVhcn thc rcscarchcrs conductcd a prcliminary study to dciinc
the sample population and found that each area has its own characteristics in the policy
and collect and present data MSE batik, there are aress that already have data that is
neat with a special computerized for MSEs batik, there are areas that collect data MSES
by mixing batik products to clothing and skin, there are areas that do not collect the data
in a cornputerized, only relying on notes / handwriting. Data batik in yogyakarta
Province is not exactly the same as the existing data in the area, so researchers need to
examine the similarities and differences to obtain a number of addresses in yogyakarta
batik entrepreneurs. According Ghozali (2005) the minimum sample to estimate the
model using Maximum Likelihood (ML) is 100 recommended getting the goodness of
fit better model using a sample size ofbetween 100-200.
In detail, the following number ofsamples

Table 1.5

City / County and Number of Samples

No city / courlty

5l
10

14

25
t6
40
156

Sourcc Adapr€d from Ficld Rscarch

Number of samples that can be processed only 156 of the
lack ofcompleteness ofdata in the questionnaire.

144 samples due to

I

2

3

4
5
6

Yogyakarta
Sleman

Kulonprogo

Bantul
Gunung Kidul
Surakarta
Total
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Lattice Research Instruments

Obtained from literature review a conceptual definition of each variable as a
basis for the operationalization of the resgarch variables to construct the gmting
instrument as ibllows.
Table
Lattice Research lnslruments

Vrriables

1.6

Catalyst

Facilitator

Lawyer

Regulators

Cost Leadership

Straregy

Focuscd cost lcadership

Differentiation

Focus Differcnliation

Integrated

Product cxcellence

Cost adva0tage

Values ofexcellence

Advantage ofresources that arc rarely

owncd by competitor

Product cxccllence is not easily
imitated and sought a replacemcnt

x2

x3

x4

x5

6.7.8,9

10, I l, l2

13, andl4

t,2,Cost Leadership

Strategy

Differentiation Stratcgy

Comp€titivc AdYaniage

So!rc.: C.l.ulntd fioln Libfrl Studics

The data obtained from the study were analyzed using descriptive and inferential

statistical analysis. Descriptive statistical analysis is used to describe all the data from
all study variables in the fomr of frequency distributions, histograms, mode. median,

average price, and the standard deviation (standard deviation). While the inferential

statistical analysis used to test, the hypotheses and the results are applied to the

population. The resulting data are arranged in intervals. Structural Equation Models will

Y6

v7

Y8

Y9

Yl0

Y

Yl2

Yt3

5,6

3,4

7, 8, 9, l0

9, t0

1, 2,3

6

7,8

9, l0

Yl4

Yl5
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be used to examine the causal relationship between the study variables (latent variables)
that have been formulated based on theoretical research and specific knowledge called
structural models. ln addition, to measure the contribution ofeach indicator of the latent
variable by using the so-called loading factor measurelrent model,

RtrSULTS

Questionnaires were distributed to respondents totaled 146, which is located
along the city of Yogyakarta, Sleman regency, Kulon Progo district, Bantul, Gunung
Kidul District, and the city ofSurakarta.

Distribution of the respondents can be seen from the following table.

Table 1.7

Region ofOrigin / Location ofBusiness Respondents

150

city districts

Frcquency Percent Valid Percent Cumulativc Percent

Yogyakarta

Sleman

varid Kulonprogo

Bantul

'l 4.8

5 r 34.9

5 3.4

t4 9.6

25 t',t.)

16 I 1.0

28 t9.2

Total 146 100.0

4.8

34.9

3.4

9.6

1'7.)

I1.0

t9.2

r00.0

4.8

39.7

43.2

52.7

69.9

80.8

100.0

Gunung Kidul

Surakarta

From the above table location unknown number of businesses that most
respondents respectively are in the city of Yogyakarta, Surakarta later, Bantul, Gunung
Kidul, Kulon Progo, and at least in Sleman. Characteristics ol batik in Yogyakarta,
Surakafia, Bantul and Gunung Kidul ooncentrated in places that are close together to
form the centers ofbatik making it easier for data colleotion. Unlike rhe batik in Sleman
and Kulon Progo Regency, spread his business location (far from each other) and not all
potential respondents are willing to fill out a questionnaire with specific reasons or
provide specific requirements. Prospective respondents are not willing to fill out
questionnaires voluntarily excluded from the category of respondents.

The city of Yogyakarta and Surakarta (Solo) has historically come from the
kingdom of Mataram kingdom that was split into two / Kraton, batik origin. Originally,
batik is the work ofthe women of the palace, a new start ofthe l8th century AD, batik
spread beyond Kraton Yogyakarta and Solo. Thus, it can be understood until now there
are many batik entrepreneurs in the second city of the kingdom. In addition, both cities



t5l Intcmational Multidisciplioary Confcrcncc 2014
ISBN: 978-602- l 7688- | -5

also become a tourist destination both nationally and intemationally to visit both the

palace of Yogyakarta and Solo. Yogyakarta is famous for its batik trade center in
Malyoboro, whereas in Solo in Klewer Market-

In Bantul, batik business getting a lot of attention from the local govemmett
district of Bantul so grows the villages of batik production houses and his showroom.
Batik of Bantul is also many that are sent to Yogyakarta. The founding ofthe company

in the Batik ofsurvey respondents can be seen from the following table:

Table 1.8

Company Year of Establishment Batik

years ofexistence

Frequency Percent Valid Cumulative

Perceflt Peicent

t960 - t910

l97l - 1980

l98l - 1990

Valid l99l -2000

2001 - 2010

Afte! 2010

Total

Missing System

Total

t9

t2

l1

l3

50
,7

ll2
34

146

13.0

8.2

7.5

8.9

34.2

4.8

7 6.7

23.3

100.0

t7.0

t0.7

9.8

Il.6
44.6

6.3

t00.0

17.0

27.7

37.5

49.1

93.8

100_0

From the above table it can be seen that the people who responded to the
founding of the company Batik I 12 people or 7 6.7 per cent, the remaining 34 people not
filling the question of the establishment of the batik company. Year established
company's batik highest between 2001 to 2010 in the last two years there is an incfease
of 7 companies, or 4.8 percent, if the increase in the linear batik company in eight years

to come grow 35 companies, or about 25 percent. It shows that the establishment of the
new company developme ts occuned rnost rapidly between the years 2001 - 2010, alier
which it is expected to decline, unless there are efforts to increase the production of
batik to develop business and create new batik firms in the years to come.

Initially batik is the women of the palace, then spread beyond the palace of
Yogyakarta afld Solo, then a lot of men who are interested in setting up companies or
beeome entrepreneum' batik. Gender of respondents ean be seen in the following table.
Initially batik is the women of the palace, then spread beyond the palace of Yogyakarta
and Solo, then a lot of men who are interested in setting up companies or become
entrepreneur's batik. Gender ofrespondents can be seen in the following table.
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Tabel 1.9
Respondents' Gender

Cender

Frequency Valid

Percent

Cumulative

Percent

Male
Valid

Female

Total

38

57

5l
t46

26.0

39.0

34.9

100.0

26.0

39.0

34.9

100.0

26.0

65.1

t00.0

From the above table it can be seen that the number of respondents who filled
out the age there were 108 people, 38 do not fill out the rest. Than 108 people tumed
out to the number of men more that 57 people, or 39 percent, and women 5l or 34.9
percent. The difference is not so much; however, prove that the batik business is a
business that promises so attractive men as a source of family income. According to
Islam, men are required to provide maintenance to his Wife and his children, while the
esrnings of wom€n as wives, if used to meet the needs of the family as Sunna nature
worship. Of the respondents, educational level from elementary to college spreading can
be seen in the following table.

Table l.l0
Education Levels of Respondents

Education
Frequency Percetrt ValidPercent Cumulative

Percent

37
l4

25.3
9.6

4.t

26,7

34.2
100,0

25.3
9.6

4.t

26.',l

34.2
100.0

25.3
34.9

39.0

65.8

I00.0

elementary
school

Junior High

vaiid school

Senior High
School

University
Total

39

50
t46

From the above table it can be seen that of the 109 respondents who filled out
the last tinkat education, college educated respondents were the most in number that is
50 people or 34.2 per cent, followed by high school 39 people or 26.7 percent.

Respondents were last education only up to basic education (primary and secondary) as

many as 20 or 13, 7 percent. This composilion is very interesting because most ol the

entrepreneurs had high school education and college, when they formed community
groups batik, better educated they can share knowledge and technology to the less
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educated, while most respondents have primary education are those who have
experienced continue the legacy of ancestors effort, could share the experience to new
entrepreneurs.

From Table 5.5 it can be seen that the respondents who filled out the age of 144
people, two people do not fill the remaining life of the data. Based on the age group in
mind that 68.5 percent of respondents fall into the age group between 3l to 50 years,
which is in full swing work, and is usually in a state of stable / steady.
Table l.ll
Age Group

Age Grour)
Frequency Percent Valid Percent Cunrulative

Pcrcent
19 - 30 years 12 8.2 8,3 8.3
3l - 40 years 49 33.6 34.0 42.4
4l-soycars 51 34.9 35.4 71.8vauo
50 - 60 years 23 15.8 16.0 93.8
More rhan 60 years 9 6.2 6.3 100.0
Total 144 9E.6 100.0

Missing System 2 1.4
Total 146 100.0

The nurnber ofemployees can be seen from the following table.

Table I .12

number ofemployees

Frcqucncy Pcrccnt Valid Pcrccnt Cumulativc
Percent

t -10 pcoplc 79 54.1 68.7 68.7
ll-20people 20 13.7 17.4 86.1

2l - 30 D€oolc 1 4.8 6.1 92.2valrd 
3 t - 40 peopl" 3 2.1 2.6 94,8
Morc fian 40 people 6 4,1 5.2 100.0

Totsl I 15 78.8 100.0
Missing System 31 21,2
Total 146 100.0

From the above table it can be seen that the number of employees t'rom I to l0
people occupying the highest nurnber of 79 companies, or 54.I percent, followed by the
number of employees between I l-20 people as many as 20 companies, So companies
that have a number ofernployees l -20

People numbering 99 people or 67.8 percent. The size of the company when
seen from the number of errployees, the majority of enterprises is micro enterprises

with number of employees less than 20 people. The size of the companies seen of
capital can be seen in the following table.
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Table l. l3
Type of business

type ofbusiness

Frequency Percent Valid Percent Cumulative

Percent

I

Valid 2

,7

75

7

146

4.8

5t.4

39.0

4.8

t00.0

4.8

5 t.4

39.0

4.8

100.0

4.8

56.2

95.2

100.03

Total

Conclusions

efTect of 0.28.
4. Cost leadership strategies

coefficient of 0.38.
5. Dilferentiatiorl strategies

coefficients at 0. 17.

CONCLUSIONS AND SUGGESTIONS

directly affect the competitive edge with path

directly affect the competitive edge with path

l. The effect of the govemment's role to competitive advantage, either directly or
indirectly through a strategy of cost leadership and differentiation stralegies
influence obtained a total of 0:41.

2. Tho effect of entrepreneurship on competitive advantage, either directly or
indirectly through a strategy of cost leadership and differentiation strategies
obtained total effect of 0.37.

3. Influence of resources on competitive advantage, either directly or indirectly
tfirough a strategy of cost leadership and differentiation stmtegies obtained total

Suggestion

For Academics in the Context of Development Science Strategic
Management and Community Services. The results of this study can be a relerence
fbr further research both quantitative approach to menelitian othei variables that affect
the cost leadership strategy and competitive strategy, and the competitive advantage that
is not covered in this study or re-study the same variables with the study for make
broader generalizations of the generalization of this study is conlined to the MSE Batik
in Yogyakafia which consists of the city of Yogyakarta, Slenran regency, Kulon progo,
Bantul and Gunung Kidul and Surakarta to take the District Laweyan yan MSE batik
population at most.
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Moreover, it can also be developed into a qualitative and experimental research
related to the role of govcrnment, resources, entrepreneur-ship, the cost leadership
stralegy and compctitive strategy to achieve competitive advantagc MSE batik.
Quantitative research is very limited, if supported by qualitative research and
experimentation, the results of the study will be more comprehensive in order to fonn a
model ofthe competitive advantage ofSMEs batik.

Experimental studies in order to improve resource uniqueness ol batik as a
source of competitive advantage can be performed to obtain patents and increase the
production of natural dyes natural dyes that do not depend on the MSE batik synthetic
dyes from imported products that are more expensive and diflicult to make batik
achieve competitive advantage against similar products or product substitution batik
batik, batik is a non textile products. In addition, experimental studies can also be
perfonned for batik waste treallnent to be satb for the envitonment, thanks if waste can
be utilized.

The acadernics can perlonn community service through the development of the
batik SMEs and cncouragc thc govcmmcnt to work togcthcr as a triplc hclix incrcascs
the creative economy through the development of batik SMEs in order to play better in
inrprnving the local econorny.

For the MSE Batik Practitioners, To improve competitiveness and achieve
conrpetitive advantage, batik SMEs need to improve entreprcneurial capacity and
resources. MSE batik can fonl lheir own coopemtives both coopcrative services, to
gain greater access to capital, consumer cooperatrves to garn access to cheaper raw
materials, and cooperativc manufacturers to irnprcve product marketing batik and
expand market orientation not only the domestic nlarket, but for export market . If the
cooperative has been fonred, cooperative batik SMEs can cooperate with universities
and govemment to gain access to yarious resources such as enhancement, lnanagement,
expansion into overseas markets, batik waste treatment, and so on.

For the Government. The results of this study can serve as an input for the
govenlment to increase its role as a facilitator. catalyst. advocate, motivalor and
regulator in creating a conducive environment fbr the development of SMEs batik as
part of local econonric developnrent.

The role of govemment has the greatest influence on batik cornpetitive
advantage, either direct or indirect effect and total effect. It can be used by the
govemment to make the MSE batik as a unique resource that is becorning one of the
sources of competitivc advantagc by nurturing and empolvering local batik SMEs are

more instcnsif'.
To Soeiety. Conrnrunity can participatc in developing and nrarkeling thc pnrduct

quality of batik with batik SMEs provide input lo what thc community wants and

expectations of batik products, so that it continues to grow batik as an intangible
cultural icon and crcativity of thc pcople of lndoncsia that has bccn recognized
worldwidc


