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ABSTRAK

Tujuan dari penelitian ini adalah untuk menganalisis hubungan antara kewirausahaan perempuan dan nilai-nilai
kearifan local dalam keputusan penggunaan hutang dan kinerja UKM di Bali. Penelitian ini mempergunakan data
primer yang dikumpulkan dengan mempergunakan kuesioner dan indepth interview. Sampel penelitian terdiri dari
35 UKM dengan pemilik perempuan. Pengujian data menggunakan Partial Least Square (PLS). Hasil penelitian
menunjukkan bahwa nilai-nilai kearifan lokal yang digali dari budaya Hindu di Bali yaitu Jengah, Menyama-braya
dan Dana Punia secara signifikan mampu meningkatkan keputusan penggunaan hutang UKM tetapi tidak
berdampak signifikan terhadap peningkatan kinerja UKM. Ketika pemilik UKM menggunakan hutang yang tinggi,
justru menurunkan kinerja UKM. Orientasi kewirausahaan yang tinggi pada kepemilikan perempuan telah
mereduksi keputusan penggunaan hutang pada struktur modal usaha, tetapi meningkatkan kinerja UKM. Penelitian
ini berkontribusi pada pengembangan teori keuangan khususnya teori struktur modal, bahwa Kinerja bisnis tidak
hanya ditentukan oleh faktor keuangan tetapi juga faktor non finansial yaitu nilai-nilai kearifan lokal dan orientasi
kewirausahaan perempuan.

Kata kunci: orientasi kewirausahaan perempuan, kearifan lokal, hutang, kinerja keuangan, UKM

ABSTRACT

The purpose of this study is to analyze the relationship between women's entrepreneurial orientation and local
wisdom values on the capital structure and performance of SMEs in Bali. This study uses primary data collected
by using a questionnaire. The research sample consisted of 35 silver craft SMEs in Gianyar, Bali with female
owners. Testing the data using Partial Least Square (PLS). The results show that the values of local wisdom
extracted from Hindu culture in Bali, namely Jengah, Menyama-braya and Dana Punia are significantly able to
improve the decision to use debt, but it does not have a significant impact on improving the SMEs’ performances.
When the owner uses high debt, it actually reduces the SMEs’ financial performance. The high entrepreneurial
orientation of women's ownership has no significant effect on the decision to use debt on the capital structure, but
it does have a significant positive impact on the financial performance of silver handicraft SMEs. This research
contributes to the development of financial theory, especially the theory of capital structure, that the financial
performance of SMEs is also determined by non-financial factors, namely entrepreneurial orientation.
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INTRODUCTION

The economic growth of a country is generally determined by the performance of SMEs. Some
indicators of the performance of SMEs include employment, income, and profits. SMEs are
able to reduce unemployment compared to other large industries (Cawood, 2010).

The performance of SMEs is the focus of local and central governments. Various efforts to
optimize the performance of SMEs are outlined in various policies including the Kredit Usaha
Rakyat (KUR) program (SMEs’ debt platform), SME’s product exhibitions, skills training, and
management and development of entrepreneurial programs among university students.
Although, there are various obstacles also to overcome, such as meeting credit requirements,
bankable SMEs but not yet feasible, network development, production management, ability to
adopt information technology, product design and marketing, and interaction with local culture.
This study focuses on the financial performance. The relationship between financial
performance and local cultural values where the business is located is a dualism and has been
investigated previously. In a study conducted by Ningsih et al. (2015) and Wiagustini et al.
(2017) found that cultural values extracted from Balinese local wisdom "Catur Purusa Artha"
can improve financial performance as measured by the profitability of SMEs in Bali. The
values of local wisdom also affect business funding decisions.

Local wisdom values adopted by businesses also have an impact on business funding decisions.
Capital management has an impact on business development (Fauzi et al., 2017). In the
hierarchy of capital structure (Modigliani & Miller, 1958) a business will use its own capital
which has the lowest cost, until finally using additional capital from loans with the lowest cost
and risk (Myers & Majluf, 1984). The use of debt in the capital structure in the company's
activities has a significant effect on business profitability (Yani, 2016). Research related to the
relationship between culture and capital structure includes Hogan & Coote (2014); Ningsih et
al. (2015); Naranjo-Valencia et al., (2016); Wiagustini et al., (2017) found that organizational
cultural values have an impact on increasing the use of capital for business development.
Consistent results were found on Antonczyk & Salzmann (2014); (Fleming, (2015) found that
cultural values extracted from local concepts applied to organizations had a significant positive
impact on funding decisions as measured by the use of debt.

One of the non-financial aspects that support the optimization of business performance is
entrepreneurial orientation (EO). This attitude is reflected by innovation, proactiveness, and
risk taking (Covin, Jeffrey & Slevin, Dennis, 1989). A high level of EO is increasingly able to
improve business performance. The EO of the business owners or managers will be able to
increase profitability (Gupta & Gupta, (2015); Magaji et al., (2017); and Otoluwa et al. (2018)).
The EO also plays a role in a business’ financial resources management. The increase in EO is
in line with the increasing need for capital. Studies on the increase in the capital needs of SMEs
found that the EO of entrepreneurs or business owners has a significant effect on SME funding
decisions. (Ningsih et al., (2015); Wiagustini et al. (2017).

The purpose of this study is to examine the relationship between the EO of female business
owners and the values of local wisdom and financial factors, namely the use of debt and the
financial performance of SMEs.
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LITERATURE REVIEW AND HYPOTHESIS FORMULATION

Pecking Order Theory

In pecking order theory, the use of internal financing (retained earnings) is the main choice
before using external financing. If the company requires additional sources of funds, the
securities, like bonds, options, and shares should be alternatives. This would need to consider
the effect of information asymmetry and the cost of issuing shares (Myers & Majluf, 1984)

Trade-Off Theory

The use of debt in the company's capital structure could optimally maximize company profits.
Companies can get tax savings from using debt. To manage the capital structure, managers will
consider the trade-off between tax savings and the possible costs that may arise (Modigliani &
Miller, 1958).

Local Wisdom Values, Debt and Financial Performance of SMEs

The value of local wisdom extracted from Hindu culture in Bali is formed from jengah (internal
drive to work hard) taksu (honesty in business activities), menyama braya (togetherness/mutual
cooperation in work to achieve goals) (Sitiari et al., 2016) and dana punia (donations for social
and religious activities) (Kusuma et al., 2017). The better the application of cultural values, the
better the financial resources management by the business actors or owners. An urge to work
hard to advance the business, work honestly, work with the principle of togetherness and
contribute to social and religious activities require high costs.

The ability of a business to generate profits is a result of the business interaction with the
cultural values (Antonczyk & Salzmann, 2014). Fleming (2015) found that the application of
local cultural values in an organization has a significant positive influence on funding decisions
as measured by the debt use. Ningsih et al. (2015) and Wiagustini et al. (2017) examined the
cultural values extracted from Balinese local wisdom that can increase the profitability of
SMEs in Bali. The consistent implementation of culture in an organization can be a stimulus
in improving business performance (Sitiari et al., 2020).

The pattern of interaction between the values of local wisdom and the decision to use debt in
the company's capital structure is carried out by (Hogan & Coote, 2014) (Ningsih et al., 2015);
(Naranjo-Valencia et al., 2016); (Wiagustini et al., 2017). The studies found that local wisdom
values reflected from cultural values affect the use of debt in the company's capital structure.
Therefore, it would be logical to formulate the following hypotheses.

H1. The values of local wisdom have a significant effect on the Financial Performance.

H2. The values of local wisdom have a significant effect on the debt use.

Entrepreneurship Orientation, Debt and Financial Performance of SMEs

Entrepreneurial orientation is the attitude of business actors including being proactive,
innovative, and having the courage to take investment risks, that determine the company goals
achievement (Covin & Slevin, 1986) and (Covin, Jeffrey & Slevin, Dennis, 1991). Innovation
is an effort to improve product/service quality through increasing creativity (Rauch et al.,
2009). Proactive is an effort to look for business development opportunities, like product
development, introduction of new products, diversification of new products and brands or
services with the aim of maintaining the business life cycle (Venkataraman, 1999). Risk taking

79



Matrik: Jurnal Manajemen, Strategi Bisnis dan Kewirausahaan Vol. 16, No. 1, Februari 2022

is implied from the courage to take risky actions related to business management and the use
of business resources for business opportunities where there is an element of uncertainty
(Lumpkin & Dess, 1996).

The attitudes that are patterned continuously shape the character of an entrepreneur.
Entrepreneurial characters which are important to face business competition include high
motivation to meet the needs of life, future oriented, having superior leadership spirit, having
extensive business network, responsive and creative in dealing with changes. This
entrepreneurial characters affect business performance significantly (Timisela et al., 2017)
Pattern of relationship between entrepreneurial orientation and financial performance by
(Covin, Jeffrey & Slevin, Dennis, 1989); (Gupta & Gupta, 2015); (Magaji et al., 2017) show
that the higher the level of entrepreneurial orientation owned by managers or business owners
the higher the profitability of the business. The decision of managers or business owners in
using debt as a source of business funding is determined by the level of entrepreneurial
orientation. An increase in attitudes that reflect the level of entrepreneurial orientation further
increases the need for capital. If internal funding sources are insufficient, debt will be used
before deciding to issue new shares. Studies related to the increasing capital needs of SMEs in
Bali are explained by the increasing entrepreneurial orientation of business actors or owners
conducted by (Ningsih et al., 2015) and (Wiagustini et al., 2017). Thus, the next hypotheses
would be as follows.

H3. Entrepreneurial orientation has a significant effect on the Financial Performance of SMEs
H4. Entrepreneurial orientation has a significant effect on the use of debt

SME's Debt and Financial Performance

The use of debt in the component of financial resources is in line with the development of a
business. Management of financial resources, specifically the use of loan capital in companies,
is able to improve financial performance. In reverse, it is also explained that when a company
tends to have good performance, it will increase the confidence of investors and creditors in
providing loans (Brigham & Houston, 2017)). Several studies have found that companies using
bank loan have better financial performance (Jaisinghani & Kanjilal, 2017); (Das & Swain,
2018) also found similar results, namely that optimizing the use of debt has an impact on
increasing the company's ability to generate profits. The more optimal the proportion of debt
use in the capital structure of SMEs the better the business performance (Ningsih et al., 2015)
(Wiagustini et al., 2017). Capital management is important for measuring their impact on the
company's financial performance (Taqi et al., 2016). The increase of the use of debt in the
capital structure to a certain extent has an impact on increasing business financial performance
(Purbawangsa & Suana, 2019). The hypothesis that follows would be:

H5. The use of debt has a significant effect on the Financial Performance of SMEs

RESEARCH METHODS

This study uses a quantitative research design using primary data in the form of business
owners' perceptions regarding the variables studied in this study. The population consists of
Silver Craft SMEs in Sukawati District, Gianyar Regency, Bali Province which was recorded
at the Gianyar Regency Industry and Trade Office in 2019, with a total of 117 business units.
Using the purposive sampling method, with the criteria that the business owners are women, a
sample of 35 business units is obtained. The data then analyzed using using Partial Least
Square.
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The variables being studied include the following. Firstly, Local Wisdom, extracted from
Hindu cultural values in Bali, which are formed from jengah (internal drive to work hard),
taksu (honesty in business activities), menyama-braya (togetherness/mutual cooperation in
work to achieve goals). goals) (Sitiari et al., 2016) and dana punia (donations for social and
religious activities) (Kusuma et al., 2017). Secondly, The capital structure variable, which is
measured by the proportion of debt to equity capital (Ningsih et al., 2015) and (Wiagustini et
al., 2017). Thirdly, Entrepreneurial Orientation, which is reflected in the attitude of women
entrepreneurs in business activities, namely innovative, proactive, and risk taking (Covin,
Jeffrey & Slevin, Dennis, 1991). The last variable is financial performance of SMEs, measured
by indicators of the increase in sales volume, profit growth and asset growth (Riana, 2011)
(Ningsih et al., 2015).

Local
Wisdom

Financial
Performance

Capital
Structure

Entrepreneurial
Orientation

Figure 1. Research Model

RESULTS AND DISCUSSION

Table 1 shows that most of the respondents are in the age of 41-50 (71%); have undergraduate
education level (89%), 69% book annual sales of 300 - 2,500 million rupiah, employ workforce
of 5-19 people (77%) and have a business age of 11-20 years (63%).

Table 1. Respondent Characteristics
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Total Percentage
(%)
Age (Person)
<30 2 6%
31-40 5 14%
41-50 25 71%
50 > 3 9%
Education (Person)
SMA 3 9%
Sl 31 89%
S2 1 3%
Annual Sales (Business Unit)
> 300 — 2.500 million 24 69%
> 2.500 — 50.000 million 11 31%
Employment (Business Unit)
>5—19 orang 27 7%
20 — 99 orang 8 23%
Business Age (Business Unit)
> 5 years 1 3%
5— 10 years 8 23%
11 — 20 years 22 63%
20 > years 4 11%

Source: Data analysis results (2020)

Based on statistical testing using Partial Least Square (PLS), the results of validity and
reliability as well as the pattern of relationships between variables are presented in the
following table.

Table 2. Test of Composite Reliability and Cronbach Alpha

Construct Compo_s_ite Cronbachs
Reliability Alpha
Local Wisdom 0,87 0,81
Debt 0,84 0,72
Financial Performance 0,78 0,75
Entrepreneurial Orientation 0,80 0,78

Source: Results of Data Analysis (2020)

Table 2 shows that the values of Composite Reliability and Cronbachs Alpha of each construct
show a value greater than 0.70, which are considered as reliable and valid criteria (Solihin &
Ratmono, 2013) so the reliability and validity requirements are met.

Table 3. Results of Data Analysis
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Original ~ Sample Standard  Standard T Statistics
Construct Sample Mean Deviation  Error ((O/STERR])
(0) (M) (STDEV) (STERR)
Local Wisdom -> Debt 0,45 0,40 0,24 0,24 1,97
Local Wisdom -> Fin Performance 0,11 0,13 0,12 0,12 1,21
Debt -> Fin Performance -0,31 -0,31 0,11 0,11 2,19
Entrepr Orient -> Debt -0,37 -0,36 0,23 0,23 1,78
Entrepr Orient -> Fin Performance 0,49 0,50 0,08 0,08 3,02

Source: Results of Data Analysis (2020)

At the 5 percent alpha significance level, a significant positive effect is found in the relationship
between the values of local wisdom extracted from the values of Hindu culture in Bali on the
decision to use the debt, but it does not significantly affect the financial performance of silver
handicraft SMEs. This business has indirectly implemented the values of local wisdom in its
business operations. The application of local wisdom values, the existence of jengah (intrinsic
urges to work hard), menyama-braya (togetherness/mutual cooperation in work to achieve
goals), dana punia (donations given sincerely both for religion and helping others) require
additional funding. When internal funding sources are insufficient, external funding sources,
in the form of debt will be used. The implementation of these local wisdom values does not
have a direct significant impact on improving the financial performance of silver handicraft
SMEs.

The decision to use debt (capital structure) has negative significant effect on the financial
performance. When the female business owners decide to use debt, it will decrease the financial
performance of silver handicraft SMEs. The use of debt creates fixed costs for the business unit
that could decrease the financial performance of silver handicraft SMEs.

Women entrepreneurs of silver SMEs in Bali have a relatively high level of entrepreneurial
orientation, but this does not have impact on the use of debt. This is due to the occurrence of
fixed costs of mandatory periodic payments of principal and interest of the debt. On the other
hand, the entrepreneurial orientation impacts financial performance significantly. The higher
the entrepreneurial orientation the higher the financial performance of silver handicraft SMEs.
The more courageous the owners take on risky investment opportunities, the more innovative
and proactive they are, which in turn will have significant impact on increasing sales volume,
profit and assets growth a of silver handicraft SMEs.

CONCLUSION

Based on the results and discussion, it can be concluded that the optimization of the financial
performance of silver handicraft SMEs in Bali is directly influenced by the entrepreneurial
orientation of the SME owners. The entrepreneurial orientation of SME owners has no
significant effect on the decisions of SME owners in the use of debt. The use of too high debt
actually reduces the financial performance of silver SMEs. The values of local Balinese
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wisdom do not have a significant impact on optimizing the financial performance of silver
handicraft SMEs. The findings in this study, the values of local wisdom that are explained by
jengah, menyama-braya and dana punia affect the capital structure of the silver handicraft
SMEs.

The variables studied were limited to the decision to use debt, the entrepreneurial orientation
of female business owners, the values of local wisdom. The research location is also limited to
Sukawati sub-district, Gianyar Regency, Bali. Further research is expected to expand the study
on other types of SMEs such as the wood craft industry and the traditional food industry in
Bali; as well as add the human resources qualification as research variables, as it also an
important factor in maximizing business performance.

Business owners are suggested to pay attention to non-financial factors including the values of
local wisdom and the entrepreneurial orientation in achieving the financial performance of
SMEs.

Further researches are expected to study the pattern of the relationship between the
entrepreneurial orientation of business owners and the use of debt. The next researcher can
conduct in-depth testing regarding the gender differences of the owners in the pattern of
financial decision making
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