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Abstract
Objective – This study aims to explain and predict about the implementation of good
governance on small business entities as a key performance indicator. Implementation of
good governance is needed and becomes important for small business entities to be able
to develop and still exist in business environments.

Design/methodology – This study was designed with field study research approach

oriented explorative study with a combination of primary and secondary data. This r esearch proposed two precision, namely: First, an understanding of small business entities
on the principles of SMEs governance is positively associated with perceptions of small
business entities about the importance of implementing good governance in business a ctivities. Second, the perception on the implementation of good governance is positively
associated with the performance of small business entities.

Results – The results showed that the understanding of small business entities are pos i-

tively related to perceptions of the importance of implementing good governance, but not
positively related to the performance of small business entities. This means that the co nstraints and obstacles faced by small business entities in the application and implement ation of good governance is more due to the principles of SMEs governance do not have a
positive and significant relationship with the performance of small business entities.

Research limitations/implications – For further research is needed to add more

small business entities as respondents, particularly small business entity that has the l egality (listed in the government and/or have a business license.) Necessary to reexamine
the instrument that has been used to make some adjustments such as set back a list of
questions compiled by Credit Lyonnais Securities Asia (CLSA) to make some adjustments
in accordance with the needs of small business entities. Further research is recommended
to use the same method or using other research methods in the test results, such as using
Discriminate Analysis.

Keywords Good SMEs Governance, Key Performance Indicators, CG

Indicators, Small

Business Entity.

1. Introduction
Recognition of the existence of small business entities (Micro, Small and Medium Enterprises - SMEs) in Indonesia have been tested since the economic crisis that
began a multi in 1997/1998. The existence of small business entities is evidenced by its
ability to survive in the midst of crisis and even a very large contribution to the economic sustainability of the Indonesian nation. But unfortunately, the recognition of
the existence of these entities have not fully made the small business as a business major who had received coaching and a strong and consistent protection against its existence.
There are a lot of research and scientific articles relating to the existence of
Journal of Accounting
these
small
business entities. Piper (1997), states that 63.2 percent of the total workResearch, Organization
and Economics force in the United States to work in the 350,000 companies that belong to the small
Vol. 1 (1), 2018: 26-42 business entities. Even in the Netherlands, the number of small business entities
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reached 95% of the total number of existing firms (Bijmolt and Zwatt, 1994). There is
also mentioned that 99% of the total business unit for all categories of small business
entities contained in it (Aharoni, 1994). In industrialized countries who are members
of other advanced OECD, such as Japan, Germany, France, and Canada, a small business entity is an important motor of economic growth, innovation and technological
progress in the country concerned (Thornburg, 1993).
In Indonesia, as a developing country, small business entities is very important
especially from the perspective of job opportunities and sources of income for the
poor, income distribution and poverty reduction and rural economic development.
However, if seen from its contribution to GDP and non-oil exports, particularly manufactured products and innovation and technology development, the role of small business entities are still relatively low, and this is actually a big difference to small business entities in developed countries (Tambunan, 2009). Therefore, to realize how important small business entity (at least potentially), so many development programs
mainly subsidized credit schemes as an important component to support the development and growth of small business entities. Not only that, the international institutions, such as the World Bank, Asian Development Bank (ADB) and The United Nations Industry and Development Organization (UNIDO), and many donor countries,
through cooperation-cooperation bilateral, very active in assisting efforts to development (capacity building) of small business entities in Indonesia.
Aware of the role of importance, then the small business entity must be able to
reform internally to increase strength and durability in the constellation of existing
business. Zimmerer et al (2008) stated that there were ten fatal mistakes made by
small business entities that cause it are not able to survive more than 3 years after entry into the market. Only about 40% of the total small business entity that is able to
survive more than 10 years, and for all survive or even be greater. The 10 fatal error is
related to the managerial skills of small business entities in managing its business.
These errors can be formulated into three major errors, namely (1) failure in the development of strategic planning, (2) the poor financial controls, and (3) failure to respond positively to conditions (environment), external companies. The three main focus is a key indicator of success (keys performance indicators) that would make the
small business entity can survive and thrive.
Sound management is the key to SMEs success, and effective managers recognize that all business success requires the proper financial controls. Sound management is a characteristic of the application of SMEs governance in small business entities. Business success also requires a sufficient amount of capital at the beginning.
Lack of capital is a common cause of business failure because companies lack the capital before they are able to generate positive cash flow. Many owners of small business
entities to make mistakes at the beginning of their business by misjudging the money
required to go into business. Another aspect of adequate financial control is by applying the techniques of proper cash management. Many small business entities who believe that profit is the cornerstone of a new business, but the inability to manage finances, particularly with respect to accounting methods (including the choice of accounting) make such profits is meaningless because the profit is accounting information that might be misleading them. Accounting practices healthy (governance)
should be a key performance indicator if the small business entities to be successful in
business.
Small business entities in Indonesia also have similar problems when faced
with a fatal error described by Zemmerer (2008). Even in some studies say that 60%
of small business entities in Indonesia cannot afford to pass more than 5 years of age,
so many small business entities changed its operations in the 4th and 5th not being
able to survive (Tambunan, 2009). The main factor that causes it is a failure in implementing the principles of good governance.
Based on the description above, then the formulation of the problem and research objective in this research are to explain and predict about: (1) Are the princi-
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ples of good SMEs governance has been implemented by small business entities?; (2)
Does the implementation of good SMEs governance has been well perceived by small
business entities?; and (3) Does the perception of the application of good SMEs governance affects the performance of small business entities?
The result is expected to be useful in explaining and predicting the adoption
and implementation of good SMEs governance in small business entities, especially
for: (1) Policy makers (government) in measuring performance and coaching for small
business entities; (2) Small business entity to survive and thrive in a business environment by understanding and implementation of the principles of good SMEs governance; (3) Development of science in order to find the key indicators the principles
of good SMEs governance can be implemented on small business entities; and (4)
Subsequent researchers who have research interests within the scope of performance
measurement of small business entities associated with the implementation of the
principles of good SMEs governance.
2. Literature Review and Precision Development
2.1 Characteristics of Small Business Entities
Research on small business entities is increasingly becoming an attractive offer
from year to year, is seen from the amount of research in this field are increasing. The
Committee for Economic Development (1978) suggested a small business entity has
the following characteristics: First, the management company is characterized by familiarity, mostly members of the management board, is also owner of the company or
the family of the owner; Second: the company's capital Owner and company managed
and owned by individuals or small groups of people; Third: a small company doing
business in a host where the owners and workers lived in one community the same,
although the market may be beyond the host, and the Fourth: the size of companies
within the industry category must be small compared with large companies. This size
is usually seen from the number of sales, total employment, and others.
The findings of research found that most countries in Asia have a small business entity located outside the city (rural) (Tambunan, 1994). Most of the developing
countries where the export of small business entities just under five percent of total
expenditure. Exports of handicrafts, ready-made clothes and electronics, and many
crafts issued by micro-enterprises. This is because small firms are more oriented on
the domestic market (CBS, 1993; Hooley and Ahmad, 1990; Tambunan, 1994).
In the problems of labor, wage levels of small business entities in rural areas
are lower than the small business entities in the big city. In general, the attempted
capital comes from private companies, saving the owner company or financial resources obtained by excluding financial institutions (Liedholm and Mead, 1987;
Suhartono, 1988; Tambunan, 1994; Zainudin, Nasution and Bahri, 1990). Because of
the small business entities are the property of individuals and managers mostly dominated by the relatives, the owners make important decisions, such as on spending,
marketing, finance, personnel, and strategies. Therefore, managers of small business
entities still require practice, technical analysis, project design, marketing supplies,
and strategic planning (Hooley and Ahmad, 1990; Tambunan, 1994). Tambunan
(2009) summarizes the characteristics of small business entities as depicted in table 1
below:
Indonesia generally defines small business entities based ona fixed quantitative criteria such as the number of employees, amount of capital traded, total assets
and total sales. Central Statistics Indonesia (PDSI) defines a small business entity
based on the number of permanent workers, ie 1 to 4 workers are classified to micro
firms, 5 to 19 workers were classified as small companies, 20 to 99 company employees
were classified as medium company, and large companies have labored more than 100
workers.
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With so many definitions of small and medium firms in Indonesia, it have led
to errors in helping small business entities, so Urata (2001) proposes a definition of a
small business entity that is a small firm that uses labor as 10 to 50 workers and with
the acquisition amounted to USD. 3 billion, the company that has a simple labor 51 to
250 people working with the acquisition amounted to Rp. 15 billion. In addition, Indonesian Institute of Certified Public Accountants (Certified, 2008) in his book "Audit
Guide for Small Business Entities" small business entity has been characterized as follows: (a) Total assets of the company <Rp25 billion, (b) Total income <USD $ 50 billion; (c) Number of employees <50 people, (d) The number of audit hours <300
hours.
No

Aspect

1

Formality

2

Management
and
Organization
Workers
Opportunities
Production
Process Pattern

3
4
5

Market
Orientation

6

Owners Profile

7

Capital and
Materials
Resource

8

External
Relationship

9

Women
Entrepreneur

Micro
Informal sector;
not taxpayers
Runs by owner
Used family
members
Low mechanistic (manual)

Small Business
Some formal sector;
some taxpayers
Runs by owner and
have a simple organizational structure
Some used employee
Medium mechanistic
(used simple machine)

Medium
Business
Formal sector; listed
and taxpayers
Runs by the manager
and have an organizational structure
Used formal
employee
High mechanistic
(access to
technology)
Sales to domestic and
export market.

Generally sales
to the local
market
Low Education.
Motivation:
Survival
Own Capital
and Local
Resource

Some sales to the domestic market (some
sales to export)
Well Education Motivation: Profit Oriented

No Access to
Governance
Program
(No Business
Unit)
The ratio of
women to men
as entrepreneurs is very
high

Have Access to
Governance Program
and Link Foreign
Investment

Well Education.
Motivation:
Prosperity
Some used import
raw materials and
have formal credit
from Bank
Have Access to
Governance Program
and Link Foreign
Investment

The ratio of women to
men as entrepreneurs
is high enough

The ratio of women
to men as an entrepreneur is very low.

Some used import raw
materials and have
access to Bank
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Table 1
Main Characteristics
of Small Business
Entities

Source: Tambunan, 2009

There are also additional criteria in determining the audit for small business
entities based on considerations of public accountants with respect to such factors as:
(a) Concentration of the owner and/or senior management, (b) a limited source of income, (c) The recording is not too complicated, and/or (d) Controlling the level of entities that are not complicated.
2.2 Good SMEs Governance for Small Business Entities
SMEs governance has dominated the agenda of market economic policies that
have been developed over a decade and gradually has become a top policy agenda
around the world. The economic crisis and the relatively poor performance in the
SMEs sector have made SMEs governance became a hot debate in its development
(Berglof and von Thadden, 1999). Developing countries today are now increasingly
adopting the concept of good SMEs governance because of its ability to provide a posi-
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tive impact on sustainable growth. It is believed will increase the goodwill of government and investor confidence in every company that applies the principles of SMEs
governance. Good SMEs governance is seen as a structured process that is used to direct and manage the business affairs of the company to enhance business prosperity
and SMEs accountability with the main purpose of realizing long-term shareholder
value, while also considering the interests of other stakeholders. Claessens et al.
(2002) state that SMEs framework that will better benefit the company through greater access to financing, lower capital costs, better performance and more favorable
treatment of all stakeholders.
There are several definitions of SMEs governance, but the definition is more
relevant to small business entities is a "set of rules, regulations, and structures that
aim to achieve optimal performance by applying appropriate effective methods to
achieve company goals" (Abor & Adjasi, 2007 .) In other words, SMEs governance refers to the internal state of the company and system that regulates the relationship
between the elements in the organization. In addition, SMEs governance in small
business entities also supports the sustainability of the organization for the long-term
(going concern) with implementing responsibility, accountability, fairness, and transparent.
Issues of SMEs governance has become a growing area of research management, especially between large companies and listed on the stock market. Research in
the area of small business entities (Small and Medium Enterprises) have also been developed, especially in developed countries (Eisenberg et al., 1998; Bennett & Robson,
2004). It is important to examine SMEs governance in the sector of small business
entities from the context of developing economies. This is important because small
business entities have been recorded accounts for about 85 percent of employment
(Steel and Webster, 1991) and reached about 92 percent of businesses in developing
countries. Small business entities have an important role in promoting economic
growth that represents the majority of SMEs networks in the economy. Flawed SMEs
governance mechanisms employed by small business entities cause of failure of small
business entities in maintaining its presence in the business arena. Many phenomena
encountered in the implementation of SMEs governance in small business entities,
especially the weak understanding of small business entities on SMEs governance
principles.
There are at least three reasons for small business entities in applying and implementing SMEs governance in its business activities, namely: First, the practice of
good SMEs governance, paving the way for small business entities to grow and thrive
by attracting investors to invest in companies these, including raising capital through
bank loans. Second, Good SMEs governance practices to give effect to small business
entities renewing and improving the system of internal controls that affect the improvement of accountability and high profitability, which includes minimizing the
emergence of losses and fraud in SMEs activity. Third, SMEs governance framework
ensures that the owners (shareholders) are free from executive duties and administration. As a result, conflicts between the owners who play a management role within the
organization (owner as manager) will be further reduced by the application of this
principle of SMEs governance.
Traditionally, SMEs governance is associated with large SMEs agency problem,
it arises as a result of the relationship between shareholders and managers as a result
of the separation between ownership and control of the company (Abor & Adjasi,
2007). In many cases, a small business entity consisting of only owners who are sole
owners and managers, agency problem does not arise (Hart, 1995). Basically, small
business entities tend to be less evident in the separation of ownership and management than of large companies.
Apart from the arguments above, there are global concerns in CG applications
for small business entities, it is often stated that similar SMEs governance guidelines
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applicable to companies listed on stock markets should also apply to small business
entities. Jensen (1993) provide examples of what should be done by small business
entities to improve the governance structure of the efficiency of the implementation of
the CG system itself.
SMEs governance is a topic that has received extensive and growing attention
in recent years as part of policy-making and provides a better contribution to the stability of financial markets and economic growth. SMEs governance is all related to
how to control the relevant business, and indeed essential, to all organizations, regardless of size or structure. The core of any good SMEs governance is to allow small
business entities to run their activities more effectively. Figure 1 below illustrates the
basic principles of SMEs governance for small business entities, as designed by the
PWC (2005).
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Figure 1
Basic Principles of Good
SMEs Governance for
Small Business Entities
Source: CG Toolkit for SMEs, PWC, 2005

SMEs Governance Toolkit Price Water House Coopers (2005) identified seven
key characteristics of good SMEs governance, namely:
 Discipline - senior management commitment to a broad organization to perform
the correct behavior and correct the appropriate standard.
 Transparency - easy for outsiders to be able to analyze the actions and organizational performance.
 Independence - the extent to which conflicts of interest must be avoided, such as
that organization's best interests always manage better all the time.
 Accountability - guarantee the rights of business owners and provide enough information related to wealth management and organizational performance.
 Responsibility - acceptance of all the consequences of the behavior and actions of
the organization, including a commitment to performance improvement is required.
 Equality and Fairness - recognition, respect, and balance between the rights and
interests of various parties who assume the interests of the organization.
Social Awareness - a real commitment to the organization for ethical standards
and respect the social, environmental and economic activities in the communities in
which the entity operates a small business.
2.3 Relations Between Good SMEs Governance and Performance of Small Business
Entities
CG structure is considered as a whole series of structures and processes used
to direct and control the firm (OECD, 1999). His influence is made explicit in the reciprocal influences between management systems and SMEs governance structure
(Miller and Toulouse, 1986). CG approach is applied in different studies on the company's CG. Most of the research paper uses agency theory as the main theoretical
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background (Zahra and Pearce, 1989). Two dimensions are often used to analyze CG:
(1) the composition of the board of directors and (2) role. The organizational structure
of small business entities play a key role, in the presence of these companies directors
in family-owned businesses are very common and is a key factor in the decision making process. To study the structure of SMEs governance in a small business entity has
two key dimensions that should be considered: the role of the board of directors and
the influence of ownership on SMEs governance. By using two-dimensional, the proposed framework and typology of a small business entity which is a traditional family
company, then focus on business profitability is essential and strategic.
The empirical results emphasize that when the composition of SMEs managers
to move from family-owned business into a company that is managed by a group of
managers and external shareholders, the role of the board of directors to move from
service to a strategic role. The owner does not manage the company and they do not
have the effect of SMEs governance. In this case, the importance of strategy as a tool
to support decision-making will increase. When the owners manage the company,
then the strategy is not used or used in the wrong way will reduce the company's performance.
2.4 Theoretical Framework
The theoretical framework that the authors also proposed the development of
the hypothesis is as follows:
The principles of good
corporate governance:

Figure 2
Theoretical
Framework









Discipline
Transparency
Independence
Accountability
Responsibility
Fairness
Social Awareness

Perception of
Corporate
Governance
Implementation

Performance

Question (Precision) Research
Based on the description in the literature review and theoretical framework
above, it can be arranged in the form of precise research questions as follows:
Precision-1: Understanding the small business entity on the principles of SMEs
governance is positively associated with perceptions of small business
entities about the importance of the application and implementation
of SMEs governance in business activities.
Precision-2: Perceptions of the application and implementation of SMEs governance is positively related to the performance of small business entities.

3. Research Method

3.1 Research Method Framework
The study was designed with field study research approach (in the form explorative), which combines primary data with secondary data. The primary data obtained through questionnaires to the employers of small business entities (as respondents) and secondary data obtained from financial and nonfinancial information from
business entities. Secondary data was also obtained from a database of small business
entities that exist in the Ministry of Cooperatives and SMEs of the Republic of Indonesia.
Here is a design research method developed in this research:
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3.1.1 Data Quality Test
Before conducting the test precision and regression testing is done first so that
the assumption of classical regression model can produce an unbiased estimator (valid). Classic assumption test conducted in this research is normality test, reliability
test, and test validity.
Normality test is performed to determine the normality of confounding variables (residual). Classical normal linear regression assumes that each ± (residual) normally distributed. For two normally distributed variables,  and  not only do not correlate but also distributed independently (Gujarati, 1999:166). Residuals are normally
distributed variable will lie around the horizontal line (not scattered far from the diagonal line). The results of data processing results obtained Histogram and Normal PP
Plot of which can explain the normality of data to be tested. The following figure explains the normality of the data for the variable of SMEs Governance Principles, Perception for Small Business Entities on SMEs governance, and Performance of Small
Business Entities.
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Figure 3
Normality Test
Source: Processed Data, 2015

From the picture above can be said that the data were normally distributed superbly so it can be done more testing. Reliability test intended to determine the reliability of the data has been collected. This test is useful to see the level of consistency of
respondents in completing the questionnaire. Reliability test can be measured by looking at the value of alpha Cronbach output data processing. According to Nunally
(2001), a questionnaire instrument is said to reliable (reliable) if it has Cronbach's alpha value greater than or equal to 60%. While Malhotra (1996: 305) states reliability
can be declared reliable with Cronbach's alpha value less than or equal to 50% reliability test results contained in table 2.
Validity testing is done to see the ability of an instrument to measure what it
should be measured. Tests validity is done by calculating correlations between scores
each of the items by a score total of all the questions by using Pearson Product Moment Tests Coefficient of Correlation. Instruments will be declared invalid if it has a
95% confidence level (significant at level 0.05). The Reliability test results contained
in table 2.
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No
1

2

3

Variable

Item
6

Grand
Mean
3,63

Cronbach’s
Alpha
0,517

CA -Based
on SI
0,551

Pearson
Correlation
18,735 ***

Performance
of Small
Business
Entities (Y)
Perception of
Small
Business
Entities
About GCG
Principles
CG principles

Result

7

3,50

0,636

0,638

13,421 ***

Reliable
and
Valid

21

3,52

0,638

0,643

7,405 ***

Reliable
and
Valid
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Reliable
and
Valid

*** significant 1%
Source: Processed Data, 2015

Table 2
Reliability dan
Validity Test

From the table above it can be concluded that the research instrument in this
study can be deemed reliable and valid so that further testing can be done.
3.1.2 Descriptive Statistics
The result of data processing that has tested the quality, the next will be analyzing descriptive statistics that begins with an explanation of the characteristics of
respondents. As mentioned previously, who were respondents in this study is mall
business entities registered at the Ministry of SMEs. However, due to limitations of
time and effort, then the selected respondents are small entrepreneurs who do their
business activities are in SMEs in the Union of Entrepreneurs of Small Gelora Sports
(GOR) in Bekasi. These small entrepreneurs are on a regular basis each week doing
the buying and selling activity around GOR Bekasi. From the information obtained
from the manager GOR Bekasi, there are more than 800 small entrepreneurs to conduct its activities around the GOR Bekasi.
The survey has been conducted for 3 consecutive weeks on the 16, 23, and 30
January 2011 to the 200 respondents, of which only 120 eligible respondents who processed the data. Table 3 the following are the characteristics of respondents in this
study. From the table 3 can be explained that the respondent is dominated by women
(71%), this can be understood that women tend to have the willingness and ability to
become an entrepreneur. If in terms of age, then 83% of respondents are in the productive age (25-40 years). 85% of respondents are married and 81% having a nonscholar. Status of the respondents in the company by 65% is as owner cum manager,
while the remainder (46%) only existed as manager only. 62% of respondents had run
their business within 3-6 years, this case illustrates that a relatively small business entity having a young business. All respondents (100%) did not register their business at
the Ministry of SMEs. Most SMEs assets in the range of 100-200 million dollars
(52%), the value of these assets are included in the criteria for small and medium enterprises. While the sales turnover per month ranges from 5-10 million rupiahs by
57% of respondents. Furthermore, the amount of labor is still relatively low even as
many as less than five workers (58%) and no company has a workforce of more than
10 people. 61% of respondents do not prepare regular financial statements, while the
elements of financial statements prepared in which most of the Statements of Income
(53%) and 47% of respondents prepare Income Statement and Consolidated Balance
Sheet. Finally, from the table above, note that none of the Financial Report prepared
by the respondent has ever been audited by independent accountants.
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No
1

Gender

2

Marital Status

3

Status in Company:

4

Registered at the Ministry of SMEs

5

Company turnover per
month:

6

Age of Respondent:

Description
Men
Women
Single
Married
Widow/Widower
Owner
Manager
Owner cum Manager
Yes
No

Frequency
35
85
15
102
3
0
55
65
0
120

%
29
71
12
85
3
0
46
54
0
100

43
69
8
0
0

36
57
7
0
0

14
53
47
6
0

12
44
39
5
0

70
50
0
0
0

58
48
0
0
0

<= 100 millions
100-200 millions
200-400 millions
>= 400 millions
<= 3 years
3-6 years
6-10 years
>= 10 years

23
97
44
63
13
0
32
75
13
0

19
81
37
52
11
0
27
62
11
0

Yes
No

47
73

39
61

Yes
No

0
120

0
120

Income Statement
Income Statement and Balance Sheet
Income Statement, Balance Sheet,
and Statement of Cash Flows
Income Statement, Balance Sheet,
Statement of Cash Flows, and Statement of Changes in Capital
Income Statement, Balance Sheet,
Statement of Cash Flows, Statement
of Changes in Equity and Notes to
Financial Statements

64

53

56

47

0

0

0

0

0

0

<= 5 millions
5-10 millions
10-25 millions
25-50 millions
>= 50 millions
<= 25 years
25-30 years
30-40 years
40-50 years
>= 50 years

7

Number of Workers:

<= 5
5-10
10-20
20-30
>= 30

8

Education:

Degree
Non Degree

9

Asset:

10

Company Age

11

Preparing Financial
Statements on a regular
basis
Audited Financial Statements Independent Accountants:
Audited Financial Statements Independent Accountants:

12
13

Table 3
Respondent
Characteristics
Source: Processed Data, 2015
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Table 4 illustrates the descriptive statistics of main variables in this study
N

Discipline
Transparency
Independence
Accountability
Responsibility
Fairness
Social Awareness
Perception of Small
Business Entity in GG
principles
Performance of Small
Business entities
Valid N (listwise)

Statistic
120
120
120
120
120
120
120
120
120
120

Minimum
Statistic

Maximum
Statistic

3
3
3
3
3
3
3

4
4
4
4
4
4
4

Statistic
3.49
3.48
3.51
3.51
3.53
3.54
3.56

3

4

3.63

3

4

Mean

3.50

Std.
Deviation
Statistic

Skewness

.280
.301
.270
.270
.268
.267
.362

Statistic
-.050
.020
-.040
-.040
-.080
-.117
-.401

Std.
Error
.221
.221
.221
.221
.221
.221
.221

.313

-.041

.221

.289

.168

.221

Table 4
Descriptive
Statistics

Source: Processed Data, 2015

The table above shows the distribution of each variable, namely the principles
of SMEs governance criteria consisting of Discipline, Transparency, Independence,
Accountability, Responsibility, Fairness, and Social Awareness. The seven criteria
showed that the mean values ranged from 3.48 to 3.56 which means that the criteria
are understood by small business entities (respondents) can be implemented in their
business activities. Perceptions of Small Business Entities on Principles of SMEs Governance have a mean value of 3.63 which means a small business entity has perceived
the principle of good SMEs governance. Furthermore, the mean value of 3.50 for the
Performance of Small Business Entities describe the performance measures can be
explained by the perception of the implementation of the principles of SMEs governance in small business entities. This means that the implementation of the principles
of SMEs governance by a small business entity can affect performance positively.
Table 5 below describes in more detail on the statistics from the perception of
small business entities in implementing the seven principles of SMEs governance.
Discipline

TransParancy

Independence

3.49
.026
3.50
4
.280
.078
-.050
.221

3.48
.028
3.33
3a
.301
.091
.020
.221

3.51
.025
3.67
4
.270
.073
-.040
.221

3
4
419

3
4
417

3
4
422

3.33
3.50
3.67

3.33
3.33
3.67

3.33
3.67
3.67

Mean
Std. Error of Mean
Median
Mode
Std. Deviation
Variance
Skewness
Std. Error of
Skewness
Minimum
Maximum
Sum
Percentiles
25
50
75
N=120

AccountAbility
3.51
.025
3.67
4
.270
.073
-.040
.221

Respo
nsibility
3.53
.025
3.67
4
.268
.072
-.080
.221

Fairness

3
4
422

3
4
423

3
4
425

3
4
427

3.33
3.67
3.67

3.33
3.67
3.67

3.33
3.67
3.67

3.33
3.67
3.92

3.54
.024
3.67
4
.267
.071
-.117
.221

Social
Aware
ness
3.56
.033
3.67
4
.362
.131
-.401
.221

Table 5
Statistics Perceptions
of Small Business
Entities in
Implementing
the Principles of SMEs
Governance

Source: Processed Data, 2015

From the above table, it can be concluded that the small business entities perceive the implementation of the principles of SMEs governance as a "high" in their
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business activities that impact on performance improvement. This is evidenced by the
mean value of the total value above 3.50. This means that SMEs governance principles
applicable to small business entities.

4. Discussion
4.1 First Precision
In the Library Reviews and the Development of Precision has been explained
that there is a positive relationship between small business entities of understanding
about the principles of SMEs governance with the perception of small business entities
about the importance of implementing SMEs governance in their business activities.
Table 6 below presents the results of tests of the first precision.
Model

Table 6
Relation Between Small
Business Entity
Knowledge About Principle of SMEs Governance
With Small Business Entities Perceptions About
the Importance of
Implementation of SMEs
Governance

(Constant)
Discipline
Transparency
Accountability
Responsibility
Fairness
Social Awareness
Firm Aged
Firm Asset
Labor
Education

Unstandardized
Standardized
Coefficients
Coefficients
B
Std. Error
Beta
3.334
.591
-.067
.094
-.060
.069
.088
.067
.370
.131
.319
-.633
.126
-.543
.523
.188
.446
-.038
.131
-.044
-.059
.042
-.112
-.068
.040
-.139
-.088
.052
-.139
-.082
.064
-.104

t
5.641
-.712
.786
2.823
-5.028
2.787
-.289
-1.394
-1.714
-1.687
-1.280

Sig.
.000
.478
.433
.006
.000
.006
.773
.166
.089
.094
.203

F=5.170; R=.567a; R Square= .322; Sig=.000
Source: Processed data, 2015

From the table above can be explained that in general, the relationship between small business entities of understanding about the principles of SMEs governance with the perception of small business entities about the importance of implementing SMEs governance in its business activity is significantly positive. This is evidenced by the F-value of 5.170 with a significance value of 0.000 (alpha 1%). Medium
partial understanding of the relationship between small business entities of the principles of SMEs governance with the perception of small business entities about the
importance of implementing SMEs governance in its variations of business activities
on each element of SMEs governance principles. Of the seven principles of SMEs governance, accountability and fairness which only showed a significant positive relationship with value t-value amounted to 2.832 and 2.787. Meanwhile, the value of t-value
for the principle of responsibility significant negative value of -5.028. It's hard to explain why negative principally concerned but can be explained by the logic that all respondents are owners as a manager in his efforts so that the principle of responsibility
(accountability) to be not so relevant. However, further analysis will be done in the
next section. In this precision, testing found that the variable Independence issued in
testing due to these variables indicated collinearity occurs so that these variables were
not included in further testing.
Furthermore, by including control variables in the form of Age of Company,
Company Size, Number of Employment, Education Owner/Manager, and Financial
Report small business entity, then based on the above table is obtained R 2 value of
0.322 or 32.2%, which means that the perception of small business entities on the implementation of SMEs governance can be explained by the principles of SMEs governance while the rest of 67.8% explained by other factors. This means that not all the
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principles of SMEs governance as perceived by small business entities can be applied
in the implementation of SMEs governance in their business activities.
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4.2 Second Precision
In the second precision is mentioned that the perception of the application and
implementation of the principles of SMEs governance is positively associated with the
performance of small business entities.
From the table can be explained that the relationship between perceptions of
small business entities regarding the implementation of the principles of SMEs governance to the performance of small business entities are not significant. This means
that the performance of small business entities are not related to their perception of
the implementation of the principles of SMEs governance. This is contrary to the basic
theory that the implementation of the principles of SMEs governance can improve the
performance of small business entities, primarily in SMEs governance well. Therefore,
further study is needed to reexamine this relationship.
4.2 Analysis
Further analysis was done by testing precision research has been done previously. Table 7 The following is a summary of the question.
No
1

2

3
3

Variable
Independent Variable:
 Principles of SMEs
Governance:
 Discipline
 Transparency
 Independence
 Accountability
 Responsibility
 Fairness
 Social Awareness
Intervening Variable:
Perception of SMEs
Governance Implementation
Dependent Variable:
Performance of Small
Business Entities
Controls Variable
 Age
 Size
 Number of Labor
 Education
 Financial Statement

Scale

Prediction

t-value

Sig

Precision

Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal

(+)
(+)
(+)
(+)
(+)
(+)
(+)

-0,712
0,786
Excluded
2,823
-5,028
2,787
-0,289

0,478
0,433
-0,006
0,000
0,006
0,773

Not Support
Not Support
-Support
Not Support
Support
Not Support

Ordinal

(+)

5,170

0,000

Support

Ordinal

(+)

1,526

0,176

Not Support

Nominal
Ratio
Nominal
Dummy
Dummy

(+)
(+)
(+)
(+)
(+)

-1,394
-1,714
-1,687
-1,280
--

0,166
0,089
0,094
0,203
--

------

Source: Processed Data, 2015

Table 7
Summary of Research
Precision Testing

From the table above can be explained that the only criteria for Accountability
and Fairness, which is part of the perceived SMEs governance principles relating to
the implementation of SMEs governance by small business entities. This indicates that
the criteria (principles), SMEs governance has not been fully considered important by
small business entities in carrying out its business activities. Is needed further study
and analysis to find criteria and other principles relating to good SMEs governance for
small business entities.
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Conclusion, Limitation, and Suggestion
The conclusion of this study aimed at answering the research objectives previously set. From the results of the precision test and analysis results, it can be taken
several conclusions as follows:
a. Precision is the first study that has been established previously been able to be answered in this study, but the application of good SMEs governance not fully carried out by small business entities, this is evidenced by the just principles of Accountability and Fairness perceived positively related to the implementation of
SMEs governance principles in the governance of business entities small. While
the precision of the second study failed to be supported in this study, this means
implementation of SMEs governance principles in small business entities are not
positively related to the performance of small business entities.
b. Not entirely the principles of good SMEs governance implemented by small business entities, therefore, required further study and research to discover the principles of SMEs governance in accordance with the small business entities.
c. Obstacles and barriers experienced by small business entities in the application
and implementation of good SMEs governance over due to the principle of SMEs
governance do not have a positive and significant relationship with the performance of small business entities. This ends the performance of small business entities do not have anything to do with the implementation of the principles (criteria) SMEs governance.
5.

This study has limitations, especially in terms of research methods, including
the threat of external validity, so that the results of this study cannot be generalized.
As for some of the limitations of this study can be detailed as follows:
a. The number of respondents who are limited and only focused on small business
entities, non-formal (not legally registered or not registered at the Ministry of
SMEs).
b. Research that is "exploratory study" which is more focused on testing the research
instruments that have not found the research methods that "fit" with this study.
c. Time is limited research that led to the identification of respondents is limited and
does not include small business entities widely.
Based on the limitations of the study above, it can be given some suggestions
as for the implications for subsequent research. The suggestions that may be recommended are as follows:
a. Conduct further research to include more small business entities, especially small
businesses that have entities legality (listed in the government and/or have a business license).
b. Reexamine instrument that has been used to make some adjustments such as set
back a list of questions compiled by Credit Lyonnais Securities Asia (CLSA) to
make some adjustments in accordance with the needs of small business entities.
Testing can also be done by conducting a pilot test first.
Using the same research methods or using other research methods in the test
results, such as using Discriminant Analysis.
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