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menjelaskan babwa terdapat perbedaan yang signifikan antara peng:
Jawa dengan Tionghoa pada operating profit margin, net profit margi

return on investment, Temuan lainya adalab  bentuk sole propriety

dengan bentuk partnership memiliki perbedaan yang signifikan
! aperating profit margin, net profit margin, and refurn on investmient,

:Keywords : small medium enterprise, sole proprietorship and part

profit margin, return on investment.

T Dosen Fakultas Ekonomi UII

berdasarkan bentuk kepemilikan dan etnis. Kepemilikan dibagi i' #jadi

ity
ibagi

st
Jitian
sabha
1, dan
rship
| pada

hnicity: .
- .Study On Automotive Sector In Yogyakarta|

nership, net

1415



APLIKASI BISNIS, Vol. 12, No. 9, Maret 2012

Introduction ' 7

The global crisis in 2008 has driven the developing countries to be'more
precautious in_investing in securities. The developing countries does not
intended for their economy to be influenced by securities. The investment in
real sector is prioritized to strengthen the fundamental of a country. Based on
World Bank data, see figure 1, SME has significantly " contributed to
employment and gross domestic products (GDP). Therefore, every developing
country’s government attempt to develop SME through several ways such as
training, funding for free or in the form of loan, and others. Onugu (20035)
explained SMEs have played and continue to play significant roles in the
growth, development and industrialization of many economies the world over.
Fadhil (2010) explained SMEs have been very important in many countries
including Malaysia because of its role for the country™s economic growth.

: _ Figure 1
SME Contribution to Employment and GDP
Figure 1: SME contribution to employment and GDP
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Source: World Bank, 2011.

Indonesia government play a major enroll in developing SME in
Indonesia to building strong and firm national economy. The government role is
to encourage the private sector together in SME activity. This can be seen by
the increasing number of financial organization such as bank and non-bank in
providing Ioan to the society in running SME business. The government also
encourages the educational institution in developing and creating human
resources that are ready to be an entrepreneur, The fact that in the past three
years Indonesian economy has developed positively, and manages to be in the
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d rank after China and India. Other than that, in table 1 describe the growth
of SME in Indonesia. These data indicate the.increase in number of SME from .
year to year, and it was- predlcted that this year it reached more than 20 million
SME.” L

Table 1
“Total SME in Indonesta
YEAR 2002 - 2003 2004
TOTAL 15.703.560 | 15.784.059 | 17.145.244

Source: Central of Statistic Body. 2002-2004

. The problem or topic that is raised in this research is about the opinion in
thc% Indonesian society collected from several printed media which I‘xplained
that Javanese entrepreneur cannot compete against Chinese entrepfeneur in
: busmess This research will discover the profitability of Javanese entrepreneur
and Chinese entrepreneur or its descendant whether there is differences or not in
thelr SME business. If not, it can be concluded that Javanese entrepreneur able
to compete in obtaining the same profitability with the Chinese entrepreneur in
SME business. This can reject the society’s opinion that the profitability of
Ja\:ranese entrepreneur in all this time cannot compete with | Chinese
entrepreneur.

Moreover, this research will compare the SME’s profitability| between
proprietorship and partnership. This research is done to describe whether the
SME with partnership is better in providing profit than proprietorship. The
previous research done by Onugu (2005) stated that there is a significant
difference of SME in the form of partnership which has greater profit than
propnetorshlp In Indonesia, SME in the form of partnership is more than
propnetorsh1p, therefore this research will support the previous research, The
researcher motivation in domg this research is that SME is the trendmg toplc in
Indonesm

Problem Identification
Based on the explanation above, in this research there arg several
questions that should be discussed, such as: .
1.| Are there any significant difference in profitablhty between | SME . of
Javanese entrepreneur and Chinese entrepreneur?
"2.| Which has better average proﬁtablhty between Javanese entreprTneur and

_ Chinese entrepreneur?
3.| Are there any significant difference in proﬁtabﬂlty between SME in the -
form of proprietorship and partnership?
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4. Which has better average profitability between SME in the form of
propnetorshlp and partnership?

Literature Review
1. Small Medium Enterprise
Turan dan Utkmez (2010) explained that different countnes have

different SME definition; however the important consideration is the number of -
employee asset, and income. In Indonesia, the definition of SME based on Act
Number 20/2008 is the enterprise in the form of sole proprietorship and
partnership with the total assets of Rp 50 million — Rp 10 billion, annual income
of Rp 50 million — Rp 50 billion, and maximum number of employees is 300
people. Radam et al (2008) explained An enterprise is considered as an SME
based-on the annual sales turnover or number of full-time employees. An SME
in the manufacturing sector is defined as an enterprise with full-titne employees
not exceeding 150 employees or with annual turnover not exceeding RM25
million. According to Smafl and Medium Industries Development Corporation
(SMIDEC), SME is defined as the enterprise that with full time workers less
than 75 employees or the share holder’s capital is no-more than M $ 2.5 million.
Based on SMIDEC, SME defined into two, which are:
a. Small Industry (SI), with the number of employee of 5 — 50 people or the

share capital with no more than M § 500 thousand.
b. 2. Medium Industry (MI), with the number of employee of 50 — 75 people

or the share capital between M § 500 thousand — M § 2.5 million.

Based on Word Bank, SME is classified into two referrmg groups:

a. Medium Enterprise:

- Maximum number of employees is 300 people

- Maximum annual income is $ 15 million

- Maximum number of assets is $ 15 million
b. Small Enterprise: ' -

- Maximum number of employees is 30 people

- Maximum annual income is $ 3 million

- Maximum number of assets is $ 3million

2. Sole Proprietorship and Partnership

Sole proprietorship is a business or enterprise that owned and managed
by one person and bares all the responsibility and risk. While partnership is the
relationship between two or more people and they agree to share profits and
risks that attached on their business (Onugu, 2005). The advantages of each type
of ownership are as follows:
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a; Sole Proprietorship : Easy to form and wind up, direct motiva:lion, quick

_decision and prompt action, better-control, maintenance of busin

close personal relation, flexibility in operation, encourage self-em ployment.

bi Partnership: Easy to-form, availability of large resources, _b_etter decisions,
flexibility in opt;ratio'ns; sharing risks, protection of interest of each partner,

benefits of specializhtiqn. : : ‘ )

Ethnicity :
Suryadarma et al (2006) describe ethnicity as the fundamental factor in
the human society where culture, language, religion, behavior, and|biological
tra1ts affect behavior or way of working. Indonesia comprise of many ethnics,
Suryana et al (2006) research found that four ethnics dominate uf;come and
populatlon in Indonesia, which are Javanese, Malay, Bugis, and Chinese. Butler
and Herring (1991) explained that ethnic migrants group has better possibility to '
run a business than local ethnic. In this research the local ethnic group is
Javanese as the Chinese as the ethnic migrants. Javanese ethnic is the majority
population that lives in Java island, while Chinese is the people that came from
China and stayed in Indonesia or bom in Indonesia and has descendant from
Chinese.

3{. Financial Performance

_ Several researcher uses profitability as the performance measurement in
determining the good and bad SME. The previous research has been done by
Hudson et al. (2001), Onugu (2005), Ntalakas et al. (2006), and Locke (2006).
Hudson et al. (2001) uses cash flow, market share, overhead cost|reduction,
inventory performance, cost control, sales profitability, efficiency, and product
cost reduction as the financial performance. According to tlje sales
proﬁtablhty and market share is the best measurement in dete g SME
performance. Onugu (2005) argues that his research uses opera;ng profit
margm as the best way to measure profit because it does not consider whether
tllle SME uses debt or capital in financing the business. Ntalakas et al. (2006)
stated that the best measurement is to refer to Balance Scorecard. In financial
perspective, the best measurement is return on investment. Locke (2006) also
stated the return on investment with net profit margin, debt ratio, and inventory
turnover is the best combination to measure financial performance of SME.

Net Profit Margm
Brigham and Houston (2004) described that net proﬁt margin indicates .
he level of the conipany’s ability generate proﬁt in every sales value. The
igher the net profit margin, the better the company in generating profit. This. -

= -
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ratio is suitable in SME because the main income of SME is the product saIes or
servmes The net proﬁt margin formula is as follow '

Earning After Tax
' Sales‘

- Net Profit May ‘gin =

' Operatmg Profit Margin

‘Brigham and Houston (2004) descnbed that operating profit margin is a
tool to measure the comparny’s ability to generate profit where it uses income
before interest and tax. This ratio is suitable to determine the SME ability
evenly regardless the company capitalize it using debt -or without debt. The
operating profit margin formula is as follow:

Operating Income
Total Sales

Operating Profit Margin =

Return on Investment | )

The profitability ratio as a proxy of financial performance is widely used
in several researches. The increase in profitability ratio indicates the company
success in implementing the company’s strategy and method by relating it with
the profit gained from sales and investment (Van Home and Wachowicz, 2005).
The return on investment calculation is as follow:

Earning After Tax
Total Asset

Retrn on Investment =

Previous Researches And Hypothesis Development
There has no research found in Indonesia on SME financial performance,

therefore the result of this research refer to research on other countries.
However, the overseas research is limited in number. Locke (2006) research
compares the SME financial performance of companies located in the city with
the rural area. The result indicates that there is a significant difference between
SME in the city and in the rural area. Also the SME’s financial performance in
average in the city is better than in the rural area. Onugu (2005) research result
indicates that SME in the form of partnership has better performance than SME
in the form of sole proprietorship and both has significant differences. A classic
research done by Butler and Herning (1991) described that ethnic migrants has
bigger possibility to be a good entrepreneur than the local ethnic group.

Based on the previous researches, it can be hypothesized as follow:
HI1 : There is a significant difference in net profit margin of SME owned by

Javanese with Chinese _
H2 : There is a significant difference in operating profit margin of SME

owned by Javanese with Chinese
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H3 . There is a significant difference in retum on investment of SME owned -
Il by Javanese with Chinese
4 :There is a significant difference in net profit margm of SME in the form
| of sole proprietorship with partnership '
?  There i is a significant difference in operating proﬁt margm of SME m'
6

=

us

the form of sole proprietorship with partnership A
: There is a significant difference in return on investment of SME in the
form of sole proprietorship with partnership

e

1
P

Research Methodology
1. Data Collection
This research uses SME located in Yogyakarta and run in automotive
sector which is in selling spare parts and services as the population. The reason
in deciding Yogyakarta as the research location is because the mlajority of
business is dominated with SME and the accessibility of acquiring direct data
sample. The automotive sector is selected because in average this business
sector has perform for more than three years, grow fast, the avallabllriy of data,
and the simplicity in acquiring samples. Based on the survey, the population of
automotive sector is 345 SME. The data used is sales, earning before interest
and tax, net profit, and investment in 2010 to calculate operating profit margin,
net profit margin, and return on investment. The sampling method uses
purposive sampling method with several sampling criteria as follow:
a.' Javanese entrepreneur : the business owner is Javanese, where| the total
population is 113 SME and the sample is 50 SME.
b. Chinese entrepreneur ; the business owner is Chinese, where!the total
population is 232 SME and the sample is 50 SME.

c., Sole proprietorship : the business owner is one person, wherc| the total
. population is 272 SME and the sample is EO SME.
d.: Partnership : the business owner is more than one person, where
the total population is 73 SME and the sample is
50 SME.,

1.| Analysis Method

Normality Test for Data
Normality test is used to test whether the data used in the research are
normally distributed or not. The explanation of normal data dlstnbu(j?n is that

the data follow the normal distribution curve where the data converge to mean
an:d median, The normality test for data in this research uses Kolmogrov
Smunov, to test the two directions by comparing the probability (p) acquired
that have significant level (@) of 5%. If the p value > « then the data can be

|
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considered to be normally distributed and if p value >aq then the data are not
normally distributed. -
- Hypothesis Testing
. * If the normality test is conducted and the result of thie data test shows that
the data are normally distributed,.then the next step is to use parametric test
which is independent sample t-test. Locke (2006) uses independent sample t-test
to compare the SME financial pcrfonnance in the city with the rural area. The
steps of hypothesis testing are as follow :
a. Determine the statistic hypothesis for each research variables
H1 : SME Javanese entrepreneur - NPM # SME Chinese Entrepreneur -
NPM
H?2 : SME Javanese entrepreneur - OPM # SME Chinese Entrepreneur -
OPM ‘
H3 : SME Javanese entrepreneur - ROI # SME Chinese Entrepreneur - ROL
H4 : SME Sole Proprietorship-NPM # SME partnership - NPM
H5 : SME Sole Proprietorship-OPM # SME partnership - OPM
H6 : SME Sole Proprietorship-ROI # SME partnership - ROI
b. Select the level of significance « = 5% and determine the degree of freedom
from the sample :
¢. Determine the significant value
d. Interpret: if the significant value is < a = 5%, then Ho is rejected. In
contrary if the significant value is > a = 5%, then Ho is accepted.

The Result Of Hypothesis Testing
2. Normality Test

The purpose of normality test is to test whether the data is normally
distributed or not. In testing the data normality, this research uses kolmogorov
smirnov test. The decision to determine whether to use parametric or non-
parametric test is based on the probability value. The decision is determined if
the probability value > 0.05, then it fulfill the normality assumption. The result
of normality test using kolmogorov smirnov test is as follow:
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‘ ‘ Table 2.
The Result of Normality Test With Kolmogorov Smirnov Test
Variabel Sig. - Sig. Value Remarks
" | SMEJAVA-NPM 0,578 . |. 0,05 Notmal
SME CHINA - NPM 0,397 0,05 Normal
SME JAVA -OPM 0,255 ©.0,05 Normal
SME CHINA - OPM © 0,446 * 0,05 Normal
SME JAVA - ROI 0,318 0,05 Normal
SME CHINA - ROI 0,391 0,05 Normal
SME SOLE - NPM 0,447 0,05 Normal
SME PARTNER - NPM 0,229 0,05 No
SME SOLE - OPM 0,179 0,05 Normal
SME PARTNER - OPM 0,372 0,05 Normal
SME SOLE - ROI 0,301 0,05 Normal
SME PARTNER - ROI- - 0,155 0,05 Normal

Source: Processed Data.

, Based on the normality test in table 2, the kolmogorov smirnov
indicates that the probability value for every SME’s profitability >
résult indicates that all data are normally distributed, therefore the nex
is independent sample t-test.

|
3. Hypothesis Testing
i The result summary of hypothesis one to three statistic test can
table 3. The summary for each hypothesis is as follow:
e Hl : Accepted, the significant value < a = 5%, therefore
significant difference in net profit margin between

test above
0.05. This
't test used

be seen in

there is a

. SME of

Javanese entrepreneur and SME of Chinese entrepreneur. The
average value of Chinese entrepreneur is greater than Javanese

entrepreneur. This indicates that Chinese entreprene
generate higher net profit margin than Javanese entrepr

e H2 : Accepted, the significant value < a = 5%, therefore

ur able to
eneur,

there is a

significant difference in operating profit margin betw

entrepreneur. This indicates that Chinese entreprene
generate higher operating profit margin than
entrepreneur.

: Accepted, the significant value < a = 5%, therefore
significant difference in return on investment betwee

e H3

een SME of
Javanese entrepreneur and SME of Chinese entreprlneur. The
average value of Chinese entrepreneur is greater than Javanese
ur able to

Javanese

there is a

n SME of -
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Javanese entrepreneur and SME of Chinese entrepreneur, The
average value of Chinese entrepreneur is greater than Javanese

* entrepreneur. This indicates that Chinese entrepreneur able to
* generate higher return on investment than Javanese entrepreneur.

Table 3 : Result Summary of Indei)endent Sample T-Test NPM, OPM, and
ROTX Between SME of Javanese Entrepreneur and Chinese Entrepreneur

Profitability SME of Javanese SME of Chinese
Variables Entrepreneur Entreprenenr 2-tail Sig.
Mean Standard Mean Standard
Deviation Deviation
NPM 0,3299 0,15107 0,7618 0,19062 0,000
OPM 0,2748 0,14514 0,6702 0,15953. 0,000
ROIL 0,3718 0,13227 | 0,7861 0,18739 0,000

Source: Processed Data

The result summary of hypothesis four to six statistic test can be seen in
table 4. The summary of each hypothesis as follows:

e H4

e H5

: Accepted, the significant value < a = 5%, therefore there is a

significant difference in net profit margin between sole
proprietorship. SME form and partnership SME form. The
average value of partnership SME form is greater than sole
proprietorship SME form. This indicates that partnership SME
form able to generate higher net profit margin than sole
proprietorship SME form.

: Accepted, the significant value < a = 5%, therefore there is a

significant difference in operating profit margin between sole
proprietorship SME form and partnership SME form. The
average value of partnership SME form is greater than sole

. proprietorship SME form. This indicates that partnership SME

» H6
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form able to generate higher operating profit margin than sole
proprietorship SME form.

: Accepted, the significant value < a = 5%, therefore there is a

significant difference in return on investment between sole
proprietorship SME form and partnership SME form. The
average value of partnership SME form is greater than sole
proprietorship SME form. This indicates that partnership SME
form able to generate higher retumn on investment than sole
proprietorship SME form.
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Table 4 : Result Summary of Independent Sample T-Test NPM,

PM, and

ROI Between Sole Proprietorship SME form: and Partnership SME form i

Profitability Sole Proprietorship Partnership SME form

Variables, " SME form - o 2-tail Sig.
. - Mean Standard | Mean Standard ‘
1 Deviation | . Deviation
| NPM 00,2726 | 0,13478 0,8320 " 0,2054 0,000
' OPM 0,2273 | 0,13926- 0,8179 0,1857 0,000
ROI 0,2591 0,13552 0,8815 | 0,2182 10,000

Source: Processed Data

Conclusmns

This research result provides an answer to several questions ih problem
formulatmu that there is a significant difference in profitability between
Ia_vanese entrepreneur- and Chinese entrepreneur. The Chinese enfrepreneur

generates better profit than Javanese entrepreneur. Other resear
indicates that there is-a significant difference in profitability be

~h results
een sole

proprietorship SME form and partnership SME form. Partnership SME form is

better than sole proprietorship SME form because they generate hi

er profit

than sole proprietorship SME form. The recommendation for the future research
is to add other financial measures other than profitability to have better insight

than only viewed from profitability only.
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