No. ISSN : 2339-1650

L'

4 universitas
%3 bandar lampung

- - = __ SR THE FIHET 23.—24
‘USINESS OCTOEER 2013

......  BANDAR LAMPUNG

--f:&* GOVERNANCE | &5

Hosted by :
Bandar Lampung University (UBL), Indonesia

= VUBL G O s SMETEEE B NGy I PROCEEDINGS



Icon-LBG 2013

THE FIRST INTERNATIONAL CONFERENCE
ON LAW, BUSINESS AND GOVERNANCE 2013

22,23, 24 October 2013
Bandar Lampung University (UBL)
Lampung, Indonesia

PROCEEDINGS

Organized by:

SOLUMION FOR PREESENT AND FUTLRE

Faculty of Law, Faculty of Economics and Faculty of Social Science
Bandar Lampung University (UBL)
JI. Zainal Abidin Pagar Alam No.89 Labuhan Ratu, Bandar Lampung, Indonesia
Phone: +62 721 36 666 25, Fax: +62 721 701 467
website :www.ubl.ac.id



The First International Conference on Law, Business and Governance | SSN 2339-1650
(Icon-LBG 2013)

Bandar Lampung University (UBL)

Faculty of Law, Faculty of Economics and Faculty of Social Science

PREFACE

The Activities of the International Conference are in line and very appropriate with the
vision and mission of Bandar Lampung University (UBL) to promote training and
education as well as research in these areas.

On behalf of the First International Conference on Law, Business and Governance (Icon-
LBG 2013) organizing committee, we are very pleased with the very good response
especially from the keynote speaker and from the participans. It is noteworthy to point
out that about 67 technical papers were received for this conference.

The participants of the conference come from many well known universities, among
others : International Islamic University Malaysia, Utrech University, Maastricht
University, Unika ATMA JAYA, Universitas Sebelas Maret, Universitas Negeri Surabaya,
Universitas Jambi (UNJA), Diponegoro University, Semarang, Universitas 17 Agustus
1945 Jakarta, Universitas Bandar Lampung, Universitas Andalas Padang, University of
Dian Nuswantoro, Semarang, Universitas Terbuka, Universitas Airlangga, Bangka
Belitung University, President University, Tujuh Belas Agustus University Jakarta,
International Business Management Ciputra University, Surabaya, University of
Indonesia, Business School Pelita Harapan University, STIE EKUITAS, Bandung, STAN
Indonesia Mandiri School of Economics Bandung, Lampung University.

[ would like to express my deepest gratitude to the International Advisory Board
members, sponsor and also to all keynote speakers and all participants. I am also
gratefull to all organizing committee and all of the reviewers who contribute to the high
standard of the conference. Also I would like to express my deepest gratitude to the
Rector of Bandar Lampung University (UBL) who give us endless support to these
activities, so that the conference can be administrated on time

Bandar Lampung, 22 October 2013

Mustofa Usman, Ph.D
Icon-LBG Chairman
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INNOVATION STRATEGY WITH ENVIRONMENT VARIABLE
ANTESENDEN INTERNAL, EXTERNAL AND ENVIRONMENTAL
PARTNERSHIP STRATEGY FOR THEIR IMPACT ON THE SUSTAINABLE
COMPETITIVE ADVANTAGE
(Survey on Small Businessin Pangkalpinang city)

A) Reniati* B) Dian Prihardini Wibawa"*
*Economy Faculty of Bangka Belitung University, Bangka Belitung, Indonesia

Corresponding email : *) r3ni4ti @yahoo.com #)dian_pw2000@yahoo.com

Abstract

Environment faced by entrepreneurs today have changed. Therefore, companies need to consider internal
and external environments to survive the competition. Besides partnering strategy become very important to
do in order to achieve superior performance and sustainable competitive advantage. This study aimed to
analyze the influence of the internal environment, external environment and strategic partnerships for
innovation strategy and its impact on SMESs Featured sustai nable competitive advantage.

The research method used descriptive and verification with a sample of 48 SMEs featured in
Pangkal pinang city taken by random sampling. The analysis technique used is the Partia Least Square —Path
Method. So the expected findings are as follows. Base Resources Strategy, SME Partnership Strategy,
Innovation Strategy and a Model Policy for Development of SMEs in the province of Bangka Belitung.
Results showed internal environment to have the most dominant in influencing sustainable competitive
advantage, followed by the external environment and innovation strategies. The partnership strategy has not a
significant effect on sustainable competitive advantage, but to the innovation strategy, strategic partnerships
have a positive effect. In addition to strategic partnerships, internal environment and the external environment
also affect the innovation strategy of SME Pangkal pinang city.

Keywords: Internal Environment, External Environment, Partnerships Strategy, Innovation Strategy and
Sustainable Competitive Advantage.

1. INTRODUCTION

The environment faced by the current entrepreneurial has changed alot. Therefore, companies need to pay
attention to the internal and external environment in order to survive competition. In addition to achieving
sustainable competitive advantage, according to Hao Ma (2004) is to gather resources with partners to
increase the power of form alliances with others in dealing with third parties, join multiple alliances to gain a
wider expansion.

Sustainable competitive advantage becomes the last keyword to see the final performance of a business.
So it's not a short term performance is assessed but long-term performance which means referring to the
business continuity with an ever increasing level of profit. Next aso said (Man et al, 2008 p. 130)
sustainable competitive advantages are affected besides the internal factors, external factors, entrepreneurial
competence and performance of SMEs.

In the province of Bangka Belitung Islands, based on an research result of Indonesia bank with LPPM
Bangka Belitung University ( 2008 ) in 10 (ten) KPJU/ group seed products services inter-sector province as
seen on the table 1.1.

[11-118
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Table 1.1 : 10 (ten) KPJU/ Group Seed Products Services Inter-Sector Province In 2008

No Commaodity Seed Score
1 Capture Fisheries 0,8333
2 Oil Pam 0,4230
3 Rubber 0,4048
4 Fishery Products Processing 0,3847
5 Whosale Groceries 0,2476
6 The Cultivation of Freshwater Fishes 0,1819
7 Peper 0,1302
8 The Cultivation of Kerapu 0,1282
9 Restaurant/Food Stalls 0,1035

10 Hotel/lnns 0,0891

Source: research results of basic research the economic potential of the area/Baseline Economic Survey (BIs) within
the framework of the development of the main commodity of micro, small And medium enterprises (SMES), in the
province of Bangka Belitung Islands (2008)

From the table above that all superior products for SMES in the province of Bangka Belitung Islandsisin
addition to the products is environmentally friendly is also based on natural resources, the product is not
widely known outside of Bangka Moreover export to foreign countries (except black pepper), if a superior
product was developed then it could be one way to get out of the lead problem “Tin” is still coiled Bangka
and Belitung.

The problems encountered by SMES practitioners in Pangkal pinang city as a capital city of a province is
till limited owned and pre-sighted, technology also to capital, who are till small packaging design less
innovative, unique and al this because of low observation of its external and internal and environmental
partnership strategy that has not yet been established. For that required partnership strategy, with various
parties as stakehol ders of Pangkalpinang city.

Based on the above phenomenon, this study takes a central theme:”Excellence SME’s Sustainable in
Pangkalpinang city competing through its performance, by managing the strategy of innovation,
Environmental Partnerships Strategy, Internal and external environment”. So according to the background
research, then reformulated the problem as follows:

1. How do environmental influences internal and external environment, strategic partnerships, innovation
strategy in Pangkal pinang city.

2. How do environmental influences internal and external environment, strategic partnerships, sustainable
of competitive advantages of SME's Flagship in Pangkal pinang city.

3. How to influence innovation strategy of competing superiority of SME's Flagship Sustainable in
Pangkal pinang city.

2. RESEARCH OBJECTIVES

Based on past experience and the identification of problems on the research objectives are:
1. Anayses the influence of the internal environment, external environment, strategic partnerships,
innovation strategy in Pangkal pinang city.
2. Measure and analyze the influence of internal environment, external environment, strategic partnerships,
sustai nable competitive advantages of SME's Flagship in Pangkal pinang city.
3. Measure and anayze the influence of innovation strategies of sustainable competitive advantages
flagship SME Cooperation in Pangkal pinang city.

3. FRAMEWORK OF THOUGHT AND HYPOTHESIS

This research framework of thought can be plotted on the chart 3.1 where illustrates that became a staple
of this research is “the Excellence of sustainable Competitive SMEs in Pangkalpinang city. Through the
Innovation Strategy by designing the Environmental Partnership Strategy, Interna and external
environment”. Bangka Belitung islands province is an area of the Islands is of course the development of his
business was greatly influenced by the external environment. In addition to internal environmental influences

[11-119



The First International Conference on Law, Business and Government 2013, UBL, Indonesia

and strategies of partnership as well as the determinants of innovation, this is because the competition has
been so tight and the need for SMES to get support by many institutions, both Government and private sector
in development. The innovation strategy is declared to be the most important determinant for sustainable
competitive advantage gained from SME'S if you want to be awinner in the marketplace in both the local and
national level and even internationally.
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Picture 3.1 Framework Research of SMES in Pangkal pinang city

From the framework of thought, then compiled a hypothesis as follows:

1. The internal Environment, external environment, and partnership strategies affect the SME innovation
strategies in Pangkal pinang city.

2. The internal environment, external environment, and partnership strategies affect the sustainable
competitive advantage of SMES in Pangkal pinang city.

3. Innovation Strategy affect the sustai nable competitive advantage of SMES in Pangkal pinang city.

4, RESEARCH METHODS

For researching more about the influence between the variables then this research was designed using the
verification properties. In this research analysis technique used is Partia Least Squares Path-Modeling. So
associated with hypothesis testing, engineering the most appropriate sample sizes used is power anaysis.
MacCallum (1996). The structural Modd in this study is a model of causality between the latent variables
according to the hypotheses on previous chapters. The method PLS-Path Model is used as an dternative to
the completion of the structural equations where the settlement with LISREL relative complex, including any
abnormalities of the data, the sample size is relatively small so the LISREL does not provide a good solution
for structural equation model for settlement. The main purpose of the application of PLS is to predict. In
addition to predicting, another goa of the PLS is to confirm the theory and explains the relationship between
the presence or absence of the latent variables. The focus in the variance of maximizing PLS variables the
dependent variables that are described by its independent variables as placeholders in the covariance matrix
yields empiric.
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Various limitations often encountered when using LISREL researchers in structural equation models to
become one of the factors causing the growing use of Partial Least Squares Path Modeling in structura
equation models especialy in marketing research. Calculation of sample size with power test performed
using Statistic Software 7.0, so the sample size is at least that should be taken in this study as much as 60
units of the respondents. But from a questioner who propagated only 48 questioner who returned and
processed in this research.

5. RESULTSAND DISCUSSIONS

5.1. TheIndustry Of Micro, Small And Medium Enterprises In Pangkalpinang City Industrial

Development and its development is an attempt to increase the added value, extending the field and job
opportunities, providing quality goods and services at competitive prices in the domestic market and abroad,
increasing exports, supporting local development and other development sectors as well as simultaneoudly
developing technology capabilities. Agricultural products and mining are processed into products such as
industrial goods of wood, rubber, ceramic and others.

Based on data from the Department of industry, Commerce, cooperatives and small and medium
enterprises in Pangkalpinang city, by 2011 the number of units of the small and medium industrial enterprises
totaled 612 shaped, which is capable of absorbing manpower 3.171 people.

When viewing the development of the industry for a decade and the Economic Census results can be seen
in 1996 and 2006. The number of industrial enterprises as much as 1192 shaped in 1996, and has decreased
quite markedly into the 2006 effort. 968 This decrease was caused partly because the merger efforts into
larger enterprises (mergers), there are businesses that were aready closed and the existence of differencesin
the methodology used as well as the differencesin the classification effort. Whereas the devel opment of 1abor
from 3,275 people in 1996 to 4,819 people in 2006. Thus means the industry business has decreased on
average by 18,79 percent per year, instead of growing labor 45.40 percent per year.

5.2. Analysis of verification.

Analysis of suitability of the model indicates that the proposed research fits models with data indicating
that the models were constructed in accordance with reality. The complete research model can be described
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Picture 4. 1. Structural Model
Source: Processed Data Research (2012)
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After done with significant levels of hypothesis testing of 5% and concludes that the internal environment
variable, environment variables, and external partnerships strategy provide innovation strategy, an impact on
subsequent interpretation of the results. Sub model structure first explains the influences of environmenta
variables are internal, external and environmental partnership strategy towards innovation strategy. Results of
anaysis showed that the external environment variable is the variable that most of its effects on innovation
strategies that achieve the standard derivation 0.309 followed by internal environment variables with the huge
influence of 0.284. Variables that influence most small innovation strategy is a strategy of partnershipsi.e.
variable reaches the standard derivation 0.277 as presented in the following figure:
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Picture 4.2. Direct Influence of the Sub Model First Structure
Source: Processed Data Research (2012)

These results illustrate that the changes to the innovation strategy is related to the external environment
variables as well as internal environment but less so predominantly influenced by the partnership strategy.
Anaysis of model of kindness coefficient determination value of 0.633 show model is a good model with
variable proportions of diversity for innovation strategies capable of sub model is described by the first
structure by the internal environment variables, and external environment strategy partnership reached 63%.

Next up for the second structure model sub explained that the significant influence the interna
environment variables and variables significant innovation strategies at the level of 5% to sustainable
competitive advantage, and at the influence of the externa environment variables significant at the level of
10% with respect to sustainable competitive advantage. Results of the analysis show that variable does not
affect partnership strategies at competitive advantage is sustainable. The most influentia variables of
sustainable competitive advantage is the internal environment variables with the direct effects of 0.569 next
followed by the innovation strategy variables with immediate effect of 0.252 standard deviation, influence the
externa environment variables of 0.158 standard deviation as depicted in the following picture:
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Picture 4.3. Direct Influence of the Second of Sub Structural Model
Source: Processed Data Research (2012)

In addition to providing direct effect, the interna environment variables, external environment, and
innovation strategies of competitive advantage also provides indirect influences so that it can be counted a
total of three such variables influence towards a sustai nable competitive advantage.

Tabel 4. 1 Direct Effect, Un Direct Effect and Total

Path coefficients

Variabel Direct Indirect Total

Effect Effect
E.Internal 0.57 0.07 0.64
E.Eksternal 0.16 0.08 0.24
Str.Inovasi 0.25 0.25

Source: Processed Data Research (2012)

Results of analysis showed that the internal environment variables provide total impact on sustainable
competitive advantage reached 0.64 of standard deviation and external environment achieved a 0.24 standard
deviation and innovation strategy variable reach 0.25 of standard deviation. These results indicate that the
internal environment provide the most dominant impact in influencing sustainable competitive advantages.

6. CONCLUSIONSAND SUGGESTIONS

6.1. Conclusions

Based on the discussion, then the conclusion of this study is as follows:

There is a positive influence both simultaneously as well as internal environment between partial, external
environment, and the partnership strategy of innovation strategies. The environmental sector support means
more internal, external and environmental partnership strategy which is being built by al stakeholders of
existing SMES in Pangkal pinang city then innovations will be higher and well, especially with regards to the
innovation of its products. External environment variable is the variable that most of its effects on innovation
strategies that achieve 0.309 standard deviation which was followed by a huge variable with internal
environmental influence of 0.284. Variables that influence most small its influence on innovation strategy is a
strategy of partnershipsi.e. variable reach 0.277 standards deviation

There is a simultaneous influence of internal environment, external environment, strategic partnerships
and innovation strategies of sustainable competitive advantage. As for the partia of internal environment
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variables and innovation strategies at the level of significance of 5% effect on sustainable competitive
advantage and to the significant influence of external environmental variable to the sustainable competitive
advantages on a significant level of 10%. On partnership strategies variable does not provide significant
influence towards sustainable competitive advantages of variables. This is because the partnership programs
conducted by STATE and local governments have yet to touch the roots of the problems of the SME itsdlf so
it does not have a significant impact to their advantage.

The internal Environment provide the most dominant impact in influencing sustainable competitive
advantage, followed by the external environment and the innovation strategy.

6.2. Suggestions

Based on the conclusions above, recommendations are given for research:

Advanced research, especialy research area needs to be expanded not only for Pangkalpinang city, but
also coverage of Bangka Belitung Islands Province. Variables such as the entrepreneur's value system need to
be included in a follow-up study, this is due to differences in value systems it is possible to affect the
competitiveness of SMEs. In addition to sustainable competitive advantages, variable customer satisfaction
and loyalty are important consumers is measured, this is due to the quality of services have not been
optimally conducted SMES today.

For SMEs, so as to improve in Pangkalpinang city on environmental quality internal information system
usage primarily in business, for the external environment in order to better take into account economic
factors, as well as suppliers of labor. In the partnership strategies need for SMES to develop strategic
alliances with various parties so that the quantity or the quality will be better. Innovation process, although it
has been continuously improved in order to promote efficiency and effectiveness, thereby reducing
operational costs and competitive prices of its products. To increase competitive advantage, it is very
important that programs relating to taking care of customers so that their loyalty is getting stronger.

For the Government of Pangkalpinang city, to support internal environment of SMES needs to be made
more intensive assistance to them by including academics from tertiary institutions to become involved. The
external environment is a very important safeguard economic condition primarily to inflation so that
purchasing power is aways awake and higher economic growth. Having trouble finding a qualified
workforce needs to be addressed seriously by providing training to jobseekers in Pangkal pinang city.
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