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Chapter 12

PROPENSITY FOR SUSTAINABLE ENTREPRENEURSHIP
OF MSES OWNER IN YOGYAKARTA, INDONESIA

Kartika Nuringsih™ and Nuryasman MN

Faculty of Economic and Business, Tarumanagara University, Jakarta, Indonesia

ABSTRACT

The goal of the research is to identify the determinants of the propenmsity for
sustainable entrepreneurship that are perceived by Micro-Small Enterprises (MSEs) at
Kulon Progo County, Yogyakarta. Based on 130 respondents, it was identified that
perceived feasibility, perceived desirability, and social norm had significant relationships
with the propensity for sustainable entrepreneurship. Otherwise, sustainability attitude
has not been proven significant. The benefit of the study is to provide information that, at
the level of MSEs, has a positive perception of sustainable entreprencurship so that to
broaden the involvement of entrepreneurs needs to be proven through best practices. The
collaborations are expected to create a mindset about the triple bottom line. Therefore,
integration is in line with the strategy of developing entrepreneurship that is
environmentally-local and wisdom oriented in the region.
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INTRODUCTION

Entrepreneurship is an approach to encourage economic growth and wealth creation in
modern society. Along with the decline in the global ecosystem, the changes need to be
addressed by entrepreneurs. In line with sustainable development, the entrepreneurial process
is not limited 1o creating value in an economic context but includes the economic-social value
[1]. Following Schumpeter in 1934 through creative destruction, entrepreneurs process to find
new opportunities and to stimulate changes in society. It agrees with Belz & Binder [2] who
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stated that the goals of sustainable development could be implemented through the activitjeg
of entrepreneurship. To maintain sustainability, it is necessary to balance business orientagjgy,
conservation, and local wisdom so that the entrepreneur does not negleet the welfare of futurc'
generations.

The transformation of sustainable development is fostered through sustainab|e
entreprencurship  (SUEs) that integrates the principles of  sustainability in  busines,
management. It emphasized the term key drivers of sustainable entrepreneurship as a Stralegy
for SUEs. Referring to [2], the terminology of the activitics is discovery, creation, evaluation,
and exploitation. Other studies highlighted an equal footing the goals of cconomic, socia],
cultural, and environmental when exploiting opportunitics. Related to Battistella et al. [2),
introduced a convergent process model with starting a double bottom line (DBL) than going
to triple bottom line (TBL). For the reason, the study [3] noted that the ability in the
implementation of TBL has a positive impact on business performance, so [4] suggested the
approach to bridge the limitations SMEs are assisted through sustainable business models,
The elaboration illustrates the relation between sustainable development and it
implementation in business.

In line with the issues, Kuckertz & Wagner (5] declared that the entrepreneur orientation
has a relation to the entrepreneurial intention on the TBL. Hence, the concept of sustainability
was also proved by [6]. For that reason, the base of the study develops entrepreneurs’ interest
in sustainable entrepreneurship. Before research [S] used the term of intention while studies
[7, 8] used the word of propensity in capturing the interest of small-medium enterprises.
Similarly, [9] used the term of entreprencurial intention of sustainability growth in
Philippines’s case. In the same case as pointed by [10] which was applied to the urban nascent
entrepreneurs in Jakarta. Therefore, extensive studies have been implemented with the
intention of owners of a business in rural areas.

Based on the studies, the scale of application for Micro-Small Enterprises (MSEs) was
carried out. This group of enterprises is at the bottom of economical pyramid. Therefore, they
need education for understanding sustainability in the future. The perceptions of
entrepreneurs and the commitment of the government are to shape trends towards business in
a sustainable manner. It is an interesting topic in capturing the state of mind among people t©
empower their potentials and catch up with the opportunity to become sustainablc‘
entrepreneurs. Relevant to the issues, Kulon Progo is one of the counties in the province ol
Yogyakarta which is known to have special features due to cultural and historical factors. The
leader has committed to implement the values of sustainable development and even inspiml_
other regions. In line with these achievements, the study aims to determine the prim:iplf.'ti of
sustainability that are considered by owners ol MSEs in the county.

Geographically, located in the south coast of Java which condition: (1) the high land arcd
of Menoreh Hill with the elevation on 500-1000 meters above sea level, (2) the hilly '“""
with the elevation on 100-500 meters above sea level, (3) the lowland area with the L‘l'-""“"orl
on 0-100 meters above sea level. The majority of the territorial are in rural areas or village>
therefore appropriately as rural entreprencurial. This area impacts biodiversity, par
resource, social cullure, heritage, business opportunity, and climate. Furthermort, e
strategically, it is important for economy access, agricultural, and tourism destination. l_!usn'
on the reasons, the region needs regulation 1o anticipate environmental risk and mainta!!
sustainability in the entreprencurial sector,
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Based on [7, 8] four constructs are sclected as determinants of the propensity for
custainable entrepreneurship. The considerations of MSEs are (1) basically, the ability and
knowledge of entreprencurs to handle waste or pollution is still limited. They face limitations
of resources 1o anticipate the ecological problem so that they scem to ignore the
environmental issues [11]. (2) Geographically, Kulon Progo is a quite large mountainous

arca. therefore the realization of sustainable development needs to be improvised on this rural
- N M T s bt viibins i tha hattam of the D\_f]'amid comes
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from MSEs. Hence, the point is how to know the perceptions about sustainable development
in their activity.

The defining of the propensity for sustainable entreprencurship (PSE) is the intention of
the economic, social, environmental, and cultural objectives of entreprencurial business. It
forms a sustainable behavior among entrepreneurs. The entreprencurial intention is examined
through the entrepreneurial events model (EEM) and the theory of planned behavior (TPB).
The first model consists of three enters, namely: perceived desirability, perceived feasibility,
and propensity to act as predictors of entrepreneurial intention. It considers the interaction of
cultural factors and social conditions when making decisions to become entrepreneurs. The
Shapero & Sokol Model places intention specificaly on entreprencurial activities so that the
term ot an entrepreneunal event 1s used and the interest 1n building a business 1s a choice. The
local wisdom, social systems, and regulations are taken into consideration when adopting
sustainable development in business activities. The TPB is a continuation of reasoned action
theory where individual behavior is generally determined by intention while the intention is
determined by attitude toward the behavior and subjective norm. Both are used to investigate
the intention of MSEs owners.

To understand perceptions about the intention of MSEs owners, the research question is:
Is there a relationship between sustainability attitudes, social norms, perceived desirability,
and perceived feasibility to the propensity for sustainable entrepreneurship? Hence, the
development of the hypothesis is used to identify the relationship between four determinants
T 4 NOC Tha anonlén mninte ta the orann of the study particularls_' enlerr_vrises at the
bottom of the pyramid. It adapts the prior indicators to become instruments for rural
sustainable entreprencurship at a small county level. The goal of the study is 1o examine the
impact of the four variables on the propensity of entrepreneurs to choose the sustainability
platform as their business orientation for the future. The result serves as information for the
regional government to perfect regulations and prepare necessary technology for
el.nrcpreneurs. It can be utilized to mitigate the potentials of environmental degradation and 10
diminish the social culture’s gab from business activities.

METHODS

Population and Sample

The The population consists of MSEs in creative industries at Kulon Progo County. As a
PE!rl of the province of Yogyakarta, society has strong the root of culture and respect l'c;r local
Wisdom. The sample selection method used purposive sampling with participants as many as
130 respondents, The sample criteria are: (1) involved in the creative industry category of the
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Ministry of Trade, (2) belong to the MSME category in the Micro, Small, Mediup,
Enterprises (MSMES) constitution No. 20 the year 2008, (3) at least 3 years in business 1 See
the effort in pioneering a business. Based on the method, collected samples as much g 130
respondents are from the service and production sector.

Variable Operationalization

The variable of the propensity for sustainable entreprencurship (PSE) is measured bageq
on entreprencurial intention questionnaire (EIQ) which is adapted from Lifdn & Chen (12]
whereas sustainability attitudes (SA), social norms (SN), perceived desirability (PD), and
perceived feasibility (PF) are adopted from (7, 8]. Based on EIQ, six items are used as
indicators of entrepreneurial intention. Questionnaires were distributed to respondents on
L\rfii‘j"-:—iu'@'sf, 2\?1‘8, any lTI‘I‘CU‘ oul EJy e Il.:bl_)UlIU‘Ulll:i u_u:mal;wc:,. 11ICY WCIC adRiuU LU Cnoose
one option from 1 (very not important) up to 4 (very important). The reason for the range is to
make it easier for respondents to self-administrate their perception or avoid ambiguity.
Furthermore, to ensure the accuracy of the conceptual measurement scale could be used the
composite reliability and validity testing. The results are elaborated in the next section.

RESULTS AND DISCUSSIONS

Respondent Profiles

The result summarizes the 12 types of businesses run by 130 respondents consists of 52%
of micro and 48% of small enterprises. The highest number is in traditional food production
(25%) and fashion (13%). The fewest number is printing (2%). The next group spread (0
traditional culinary, clothing craftsmen, traditional bride makeup, and management of village
tourism with a total of 8% each. A respondent from handicrafts is 7%, meanwhile the
performing arts, video shooting, and traditional arts with a total of 5% each. Furthermore.
most management is run by husband and wife (38%), while 37% is managed by husband and
25% by the wife. Duration ranges from 3-5 years (37%), 6-10 years (23%), 11-15 yeP®
(22%), and over 16 years (18%). The business types grab the advantage of marke!
opportunities from local wisdom, tradition, culture, and conservation. The majority of
businesses are in rural areas so they are suitable 1o be developed into a cluster of sustainabl¢
rural entrepreneurship. .

Related to sustainability, the profile is summarized as follows: (1) the origin of fﬂ“‘
materials: the respondents consider that the raw material needs can be met by local supplie®
(52%), outside the region (23%), and a combination of both (25%). (2) Raw mater?
capacity: abundant (33%), sufficient (52%), and limited (15%). (3) Marketing areas: distric!
Tevel (38%), provinces (33%), and outside provinces (29%). (4) Sales growth: respor~-
feel stable (70%), fluctuating (20%), and increasing (10%). (5) Way of marketing: 52% ‘\3‘
participants do it themselves and the rest work together with a partner or community. (6).H0.n
to innovate: MSEs innovate by combining modern elements (55%) and the rest still mamla:-1
traditional values. (7) Starting a business: pioneering alone (75%), continuing the busines
parents (15%), and joint ventures (10%). (8) Government assistance: 40% have rece”
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qssistance (.8 training, funding, promotion, assistance). Otherwise, 60% have not. (9)
gocial or environmental participation: 71% of participants were never involved, but 29% of
respondents had participated in social and environmental actions (c.g., planting a fruit tree,
perbal plant, mangrove conservation, communal forest protection, cleaning beach, turtle
conservation, cooperation, entreprencurship training for teenagers, and others). Although
participation is few, entreprencurs care about sustainability. Therefore, it needs a mechanism
to encourage people to do something for social equily, environmental quality, or cultural
prescr\'ation.

Tests for Reliability and Validity

To ensure the accuracy of the conceptual measurement scale, the information from
composite reliability could be used. According to Werts et al. cited by [13], it can be more
appropnate to test internal consistency or construct reliability than Cronbach's Alpha, because
the value of Cronbach's Alpha tends to be higher or lower than the estimate. The Smart PLS
test produces the value on PSE (0.724), SA (0.799), SN (0.740), PD (0.812), and PF (0.956).
Differences in culture and lifestyle are thought to be factors that cause a contradiction in the
value of reliability. Further, the testing of validity was verified through bootstrapping
processes. The value of the loading factor is above 0.60, while discriminant validity based on
the value of cross-loadings on the intended construct must be greater than the value of the
other constructs. Based on Table 1, the result of validity scores is less than 0.60, especially in
PSE1 and PSE2. However, both values of the cross-loadings are greater than other indicators
on the entire constructs. Otherwise, two indicators are not valid to measure the PSE.

Table 1. Validity of propensity for sustainable entrepreneurship

COD | STATEMENT LOADI
LE__ NG
PSEI | 1am ready to become an entrepreneur who cares about the preservation of nature, tradition or 0.473
local cultural wisdom
PSE2 | In running a business, | try to avoid adverse ¢ffects on the environment and conllict with the 0.441
| local culiure
_F_'EE{_ I capture business opportunities through the use of natral resources or local traditions culture 0815
LPSE4_| I THINK SERIOUSLY TO CONTRIBUTE TO SUSTAINABLE DEVELOPMENT 0.755
Table 2. Validity of independent variables
EEAU]N(.‘ CODE LOADING CODE | LOADING | CODE LOADING
—-E-.E_lz_____ ::::?H SN Il,'}'H‘J I:I): 0,052 |:]~;|' 0,732
S —— u- )5 rfwz 0,879 |ln_ 0,837 | ;.,_ 0,736
S _U_ﬂ f: SN3 0,860 l.m 0,848 |-a~‘ 3 0,931
AT ( S22 SN4 0,265 (Y] 0614 PF4 0918
"-E-R________J_S_‘Jl'p s - rns 0,587 PF$ 0.924
o Ll . PD6 0435 Pr6 090
Ao - - ' - PF7 0,89
'-57\-6_______ 0,588 . ) . - . .
—~——__ | 0414 2 3 . - z =
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The same happens in indicators of sustainability attitude, social norms, and percejveg
desirability (Table 2). Although the scores are not appropriate with the criterion of convergen,
validity, the criterion of cross-loadings meets the requirement of discriminant validity testing,
For example, the item of SN4 is not excluded from the indicator because it can change the
conceptual relatedness of the social norm. However, it is maintained as an instrument i
measuring social norms. The perfect score is indicators of perceived feasibility.

Empirical Results

The result depicts the path analysis among four variables towards PSE. Firstly, the path
coefficient between sustainability attitude and PSE produces a statistical t value of 0.055. Itis
smaller than 1.96, so this attitude does not significantly predict the PSE. Original and mean
samples in sustainability attitude produce the lowest value compared to others. On the
contrary, producing has the highest standard deviation of 11% so that sustainability attitude is
not yet a predictor of PSE. This result (first hypothesis) is not following the prior study.
Secondly, the path coefficient shows the relationship between social norms and PSE. The t-
value of statistics is 1.68, it is smaller than 1.96, but the social norm is still able to have a
significant effect at the level of 10%, so the second hypothesis (H2) is accepted. Thirdly, the
path coefficient between perceived desirability and PSE shows a statistical value of 2.338 so
that the third hypothesis (H3) is accepted at the level of 5%. Lastly, the path coefficient
between perceived feasibility and PSE identifies a statistical t-value of 5.456 so that the
fourth hypothesis (H4) is accepted.

It is found that perceived feasibility and perceived desirability produce original sample
values and a high mean sample that give a strong influence on the PSE. Although the result is
low, H2 is suitable with the previous study [7]. Contrarily, the sustainability attitude has not
been significant to PSE, so it is not appropriate with [7, 14]. Moreover, the testing of H3-H4
agrees with [7]. The value of R? results is 0.433 which means approximately 43.30% of the
determinant of PSE is constructed by three factors. Therefore, 56.70% of the perceived MSES
owner intention is formed by other factors e.g., stakeholders’ engagement, government

support, sustainability knowledge, and sustainability concerns. The next studies focus 0f
other predictors to determine the PSE.

DISCUSSION

Since sustainable development has been considered in the entrepreneurship field, $0 the
interest among business owners toward sustainability issues is relatively imPO"an.‘:
Hypothesis testing shows a tendency for MSEs to appropriate with EEM than TPB. Thb
result differs relative to the studies of [7-9), specifically in the relation of sustaiﬂﬂblllt.)
attitude and social norm to the entrepreneurial intention for sustainability. This concluSiO_n. |5,
seen in the effect of high significance between perceived feasibility and perceived clr‘-ﬁiif"blm"c
to PSE. Conversely, the sustainability attitude as an antecedent of TPB has a weak influer®
on intention. The pattern of paths relatively turns to the EEM. Even though respondent * .
less aware of the term sustainable entrepreneurship, in the business practices the values
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Su_;[;.‘in:gbiliry were well perceived by micro-small entreprencurs, Both are strong in forming
jntention on sustainable entreprencurship.

Learning from researches, the psychological aspects dominate in constructing the
intention 10 business owners. If the thinking is supported by regulations, the intention
hehavior will be formed clearly. The interaction of culture, local wisdom, education, and best
~mctice from regional govemment policies are an inspiration for MSEs to adopt the
;mrainabilir}' value of the business activities. Meanwhile, natural resources are potential in
jmproving the value-added of commodities. Therefore, innovation and creativity must be
craded simultaneously for entreprencurs. Wisdom and cultural heritage are preserved to
maintain authentic potentials. For these reasons, conservation must be a routine agenda in
developing commitment to sustainability. The changes will improve the state of mind among
people 10 catch up with the opportunity to become a sustainable entrepreneur.

In line with best practices, the regional government has succeeded in promoting
sustainable development. The regulation to protect and buy local products and services can
move the economy of society. Under the tagline “Bela & Beli Kulon Progo™ the phrase could
appreciate local products, natural wealth, and culture to prove a positive effect on economic
growth. social development, and environmental conditions. The realization of the policy of
eiving multiplayer effects includes: (1) Capturing green market opportunities through the
export of organic brown sugar. Processing and controlling the quality of the product is
coordinated by the cooperative. It is beneficial to improve people's welfare, social equity, and
ecological protection. (2) Establishing partnerships with tourism-conscious communities as a
management system for natural tourist destinations. Kulon Progo has natural tounism
potentials with a management system involving the tourism-based community. This approach
is effective in moving the rural economy, preserving of communal forests, and appreciating
the local wisdom.

Furthermore, in the context of the double bottom line, it is shown: (1) Regulations on the
Louanoration ol retailers and cooperative networks wiih the pranding of “Peoples Owned

Stores”. This regulation sided with the interests of the community to provide a positive effect
on economic growth and social development. (2) Pioneering the mangrove forest as a tourist
area. It is a commitment to enhance economic growth and preserve mangrove ecosystems in
coastal communities. (3) Creating batik motifs of regional characteristics. It is an innovation
n reviving the local market and opening opportunities for craftsmen to realize economic
&rowth and social culture development. (4) Jamparing village was pioneered to appreciate and
Preserve archery during the Mataram Kingdom. The practices inspire people so that a positive
Perception of sustainable development among MSEs has been built. They innovatively exploit

the opportunities for economic gains without ignoring society equity, environmental quality,
Or culnieal e s

R LTI

Although, owners of MSEs have a simple vision of sustainable development. The owners

Y€ opinions and do the jobs relevant to sustainability. In the process of business
m_anag._mcm' financial administration, supervision, and motivation, and training of employees
ve bccn carried out following the vision of sustainability. The owners also enjoy and
Einlhus:astically run businesses following ti.n: c.x[‘)cclu!ions ot'.suslainablc development. They
¢ and dare 10 face challenges in maintaining the business. Other proves about the
Peteeption of the social norm is their care about ideas given by friends, community leaders,
= f;r:ners, Their bchavio‘r is. in§pircd by best pracEi!:cs SO ll}at relal_ie?ns among fellow
actors, academic institutions, and communities provide positive empower the
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15] when empowering small enterprises i Urbay

enterprises. It is relevant to the study of [ ; : _
ous determinants, this relationship formg
a

areas. Although not as strong as the (wo previ
social pressure on SUESs. ' ‘

As a part of Yogyakarta’s society, the mechanism could mollwatc people to bujlg i
innovative manner when grabbing economic gains without neglcctmg the economic welfare
o = temsesansneanle will develop the equity of economic, social
and environmental aspects [16). Through EEM, the founders perceive entrepreneurship as;;
credible carrier altemative. Entreprencurs have a perception to protect sustainability by
implementing services and production activities. Eventually, the government can €ncourage
the seeds of sustainability citizenship behavior as stages in building sustainable
entrepreneurship for SME owners in the region.

CONCLUSION

The mechanism of owners’ interest is formed by perceived feasibility, perceived
desirability, and social norms that are suitable for EEM. Entrepreneurs feel the right moment
to develop a business in line with TBL or limited to DBL. Best practices inspire entrepreneurs
and public figures to support each other towards sustainability events. Hence, this atmosphere
creates a sense of self-efficacy, then fosters a desire to enjoy or be enthusiastic about
sustainable entrepreneurship, and forms the social pressures on sustainability. Conversely.
sustainability attitude has a weak influence on PSE. For that reason, the programs of
socialization, workshops, and assistance are improved routinely to build a positive attitude
fee A il laaW A Aavral Aanen ant

Constraints are caused by the limited educational background and knowledge of MSEs’
owners. Thus, the process of upgrading information needs to involve community leaders.
schools, universities, non-government organizations, and art actors. The result is &
information for the regional government that a positive perception about sustainability is

forr.ned. To expand the involvement of entrepreneurs, they need to be encouraged throug?
regional regulation, networking, and technology. The collaboration will create a posit*®

mindset in realizing economic growth, social development itions

) ; and environmental cond
Integration must be aligned with

: the strategy of developing environmentally-oret
entrepreneurship of small-medium enterprises and the entire local wisdom, There are some
pocanUS. 1 UL ISanLe, as poniea at the quantitative approach that includes determinai® b
[7]. I:unhcnnore, the avenue for the next studies needs to involve the stakeholder's support
suslan.wbil.ily knowledge, and green market (e.g., green Oppormnit: o gt custome’
behavior) in the entrepreneurial behavioral studies. It is relevant 1}) oals of susminuhlt‘
development, especially in a small county of Yogyakarta o the goals
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PREFACE

One of the issues of urban development and urban lifestyle, which can be studied from
the sea to space, has posed important challenges for humanities, environmental management
of cities and urban areas, and the economy. This field is one of the pillars of sustainable
development from urban studies towards sustainability welfare. Research and development (R
& D) in this part plays a crucial role where urban problems are always alive and increasing
every year because of changing customer preferences and needs. City authorities must make
appropriate policy choices to protect the provision of equitable housing, health, and
transportation services in the future. Thé megatrends 2030 triggered by the Industrial
Revolution 4.0 estimates urbanization will increase sharply, massive move from rural to
urban areas, and the land is getting narrower, especially in Asia. New directions and
developments in this field and discussion of future priorities must be well anticipated,
meticulous, dignified, and innovative.

This book highlights the latest views and solutions to technological innovations adapted
to achieve prosperity in urban sustainability. For instance, adapting new buildings for urban
needs with low-cost and modern design materials, the housing environment and the layout of
city space, weather changes to disaster, and smart transportation systems are also taken into
account. It also involves electricity, environmental management, and ways to use agricultural
land to increase income. The ease of technology produced will change the business model.

This contributed volume presents solicit selected papers of the 2020 International
Conference on Urban Sustainability, Environment, and Engineering (CUSME 2020) with the
theme “Urban Life and Technology”. The book covers the point of view in urban
architectures with green technology, sustainable environmental, management,
agrotechnology, and smart transportation systems. The impact of urban development such as
psychological and cultural influences, communication and social complexity, information
systems and technology is also discussed with various solutions offered. The outcomes of the
conference will certainly support government policy, stakeholders, policymakers, scientists,
and engineers by bringing together their latest findings towards achieving a sustainable
economy, improved quality of life, and protecting the environment. The findings of this study
will create opportunities for further collaboration and are expected to improve the welfare of
humanity.

The conference committee and all our contributors wish to pleasantly thank for their
efforts and cooperation in finalizing this volume. We wish to acknowledge and gratitude



Xiv Wayan Suparta

Nova Science Publishers Team for supporting our book proposal and for granting the
opportunity to publish these conference proceedings and for their cooperation and support.

Wayan Suparta
Chairperson of CUSME 2020
The Editor-in-Chief
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ABSTRACT

The goal of the rescarch is to identify the determinants of the propensity for
sustainable entreprencurship that are perceived by Micro-Small Enterprises (MSEs) at
Kulon Progo County, Yogyakarta. Bascd on 130 respondents, it was identified that
perceived feasibility, perceived desirability, and social norm had significant relationships
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ABSTRACT

The goal of the research is to identify the determinants of the propensity for
sustainable entrepreneurship that are perceived by Micro-Small Enterprises (MSEs) at
Kulon Progo County, Yogyakarta. Based on 130 respondents, it was identfied that
perceived feasibility, perceived desirability, and social norm had significant relationships
with the propensity for sustainable entrepreneurship. Otherwise, sustainability attitude
has not been proven significant. The benefit of the study is to provide informanon that, at
the level of MSEs, has a positive perception of sustainable entrepreneurship so that to
broaden the involvement of entrepreneurs needs to be proven through best practices. The
collaborations are expected to create a mindsel about the triple bottom line. Therefore,
integration is in line with the strategy of developing entreprencurship that is
environmentally-local and wisdom oriented in the region.

Keywords: propensity, sustainable entrepreneurship, sustainable development

INTRODUCTION

Entrepreneurship is an approach to encourage economic growth and wealth creation in
modern society. Along with the decline in the global ecosystem, the changes need to be
addressed by entrepreneurs. In line with sustainable development, the entrepreneurial process
is not limited to creating value in an economic context but includes the economic-social value
[1]. Following Schumpeter in 1934 through creative destruction, entreprencurs process to find
new opportunities and to stimulate changes in society. 1t agrees with Belz & Binder [2) who

* Correspondin ¢ Author's Email: kartikan(@fe.unar.ac.id.




132 Kartika Nuringsilt and Nuryvasman MN

stated that the goals of sustainable development could be implemented through the activifjey
of entreprencurship. To maintain sustainability, it is necessary to balance business orientatjoy
conservation, and local wisdom so that the entreprencur does not negleet the welfare of f'utun,:
generations,

The transformation of sustainable development is fostered through  sustainap),
entreprencurship  (SUEs) that integrates (he principles of sustainability in  busines,
management. It emphasized the term key drivers of sustainable entrepreneurship as a strategy
for SUEs. Referring to [2], the terminology of the activities is discovery, creation, evaluation,
and exploitation. Other studies highlighted an equal footing the goals of cconomic, socia],
cultural, and environmental when exploiting opportunitics. Related to Battistella et al. [2),
introduced a convergent process model with starting a double bottom line (DBL) than gl
to triple bottom line (TBL). For the reason, the study [3] noted that the ability in the
implementation of TBL has a positive impact on business performance, so [4] suggested the
approach to bridge the limitations SMEs are assisted through sustainable business models,
The elaboration illustrates the relation between sustainable development and it
implementation in business.

In line with the issues, Kuckeriz & Wagner (5] declared that the entrepreneur orientation
has a relation to the entrepreneurial intention on the TBL. Hence, the concept of sustainability
was also proved by [6]. For that reason, the base of the study develops entreprencurs’ interest
in sustainable entrepreneurship. Before research [5] used the term of intention while studies
[7, 8] used the word of propensity in capturing the interest of small-medium enterprises.
Similarly, [9] used the term of entreprencurial intention of sustainability growth in
Philippines’s case. In the same case as pointed by [10] which was applied to the urban nascent
entrepreneurs in Jakarta. Therefore, extensive studies have been implemented with the
intention of owners of a business in rural areas.

Based on the studies, the scale of application for Micro-Small Enterprises (MSEs) was
carried out. This group of enterprises is at the bottom of economical pyramid. Therefore, they
need education for understanding sustainability in the future. The perceptions of
entrepreneurs and the commitment of the government are to shape trends towards business in
a sustainable manner. It is an interesting topic in capturing the state of mind among people 1©
empower their potentials and catch up with the opportunity to become sustainabl¢
entreprencurs. Relevant to the issues, Kulon Progo is one of the counties in the province of
Yogyakarta which is known to have special features due to cultural and historical factors. Th¢
leader has commitied to implement the values of sustainable development and even inspired
other regions, In line with these achievements, the study aims to determine the principles of
sustainability that are considered by owners of MSEs in the county.

Geographically, located in the south coast of Java which condition: (1) the high land areé
of Menoreh Hill with the elevation on 500-1000 meters above sea level, (2) the hilly “f""u
with the clevation on 100-500 meters above sea level, (3) the lowland area with the elevation
on 0-100 meters above sea level. The majority of the territorial are in rural areas or village
therefore appropriately as rural entreprencurial. This area impacts biodiversity, nawe
resource, social culture, heritage, business opportunity, and climate. Furthermore. g
strategically, it is important for ecconomy access, agricultural, and tourism destination. E‘"siﬁ
on the reasons, the region needs regulation 10 anticipate environmental risk and maintal!
sustainability in the entreprencurial sector,

e
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Based on (7, 8] four constructs are selected as determinants of the propensity for
sustainable entreprencurship, The considerations of MSEs are (1) basically, the ability and
knowledge of entreprencurs to handle waste or pollution is still limited. They face limitations
of resources fo anticipate the ecological problem so that they scem to ignore the
environmental issues [11]. (2) Geographically, Kulon Progo is a quite large mountainous
arca. therefore the realization of sustainable development needs to be improvised on this rural

UM et s bt sssboas at tha hattam of the pyramid comes

e

from MSEs. Hence, the point is how to know the perceptions about sustainable development
in their activity.

The defining of the propensity for sustainable entrepreneurship (PSE) is the intention of
the economic, social, environmental, and cultural objectives of entrepreneurial business. It
forms a sustainable behavior among entrepreneurs. The entreprencurial intention is examined
through the entrepreneurial events model (EEM) and the theory of planned behavior (TPB).
The first model consists of three enters, namely: perceived desirability, perceived feasibility,
and propensity to act as predictors of entrepreneurial intention. It considers the interaction of
cultural factors and social conditions when making decisions to become entrepreneurs. The
Shapero & Sokol Model places intention specifically on entreprencurial activities so that the
term of an entreprencunal event 15 used and the interest in building a business 15 a choice. The
local wisdom, social systems, and regulations are taken into consideration when adopting
sustainable development in business activities. The TPB is a continuation of reasoggd action
theory where individual behavior is generally determined by intention while the intention is
determined by attitude toward the behavior and subjective norm. Both are used to investigate
the intention of MSEs owners.

To understand perceptions about the intention of MSEs owners, the research question is:
Is there a relationship between sustainability attitudes, social norms, perceived desirability,
and perceived feasibility to the propensity for sustainable entrepreneurship? Hence, the
development of the hypothesis is used Lo identify the relationship between four determinants
trwresd MOE TLa cmvialies wninte ta tha oraun of the studv particularly enteronses at the
bottom of the pyramid. It adapts the prior indicators to become instruments for rural
sustainable entrepreneurship at a small county level. The goal of the study is to examine the
impact of the four variables on the propensity of entrepreneurs to choose the sustainability
platform as their business orientation for the future. The result serves as information for th;r
regional government to perfect regulations and prepare necessary technology for
éntrepreneurs. It can be utilized to mitigate the potentials of environmental degradation and to
diminish the social culture’s gab from business activities.

METHODS

Population and Sample

The The population consists of MSEs in creative industries at Kulon Progo County, As a
Pil.rl of the province of Yogyakarta, society has strong the root of culture and respect Ii;r local
Wisdom, The sample selection method used purposive sampling with participants as many as
130 respondents, The sample criteria are: (1) involved in the creative industry category of the
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Ministry of Trade, (2) belong to the MSME category in the Micro, Small, Mediup,
Enterprises (MSMES) constitution No. 20 the year 2008, (3) at least 3 ycars in business sce

the effort in pioneering a business. Based on the method, collected samples as much a4 130
respondents are from the service and production sector.

Variable Operationalization

The variable of the propensity for sustainable entreprencurship (PSE) is measured baseg
on entrepreneurial intention questionnaire (EIQ) which is adapted from Liidn & Chen []2
whereas sustainability attitudes (SA), social norms (SN), perceived desirability (PD), ang
perceived feasibility (PF) are adopted from (7, 8]. Based on EIQ, six items arc used as
indicators of entrepggneurial intention. Questionnaires were distributed to respondents on
May-August, 2016, anu (1I1ty VUL DY UIE TESPUNUCTIES UICHISEIVED. 1 IEY WEIG adAtU U cnoge
one option from 1 (very not important) up to 4 (very important). The reason for the range is to
make it easiegpfor respondents to self-administrate their perception or avoid ambiguity.
Furthermore, to ensure the accuracy of the conceptual measurement scale could be used the
composite reliability and validity testing. The results are elaborated in the next section.

RESULTS AND DISCUSSIONS

Respondent Profiles

The result summarizes the 12 types of businesses run by 130 respondents consists of 52%
of micro and 48% of small enterprises. The highest number is in traditional food production
(25%) and fashion (13%). The fewest number is printing (2%). The next group spread 10
traditional culinary, clothing craftsmen, traditional bride makeup, and management of village
tourism with a total of 8% each. A respondent from handicrafis is 7%, meanwhile the
performing arts, video shooting, and traditional arts with a total of 5% each. Furthermore
most management is run by husband and wife (38%), while 37% is managed by husband and
25% by the wife. Duration ranges from 3-5 years (37%), 6-10 years (23%), 11-15 y&a@
(22%), and over 16 years (18%). The business types grab the advantage of market
opportunities from local wisdom, tradition, culture, and conservation. The majority of
businesses are in rural areas so they are suitable to be developed into a cluster of sustainabl¢
rural entrepreneurship. .

Related to sustainability, the profile is summarized as follows: (1) the origin of ™"
materials: the respondents consider that the raw material needs can be met by local suPPl"fn
(52%), outside the region (23%), and a combination of both (25%). (2) Raw maten?
capacity: abundant (33%), sufficient (52%), and limited (15%). (3) Marketing areas: distric!
level (38%), provinces (337%), and outside provinces (29%). (4) Sales growth: rcspOI':""ﬂf
feel stable (70%), Muctuating (20%), and increasing (10%). (5) Way of marketing: 52% 5
participants do it themselves and the rest work together with a partner or community- ((,}.lloin
to innovate: MSEs innovate by combining modern elements (55%) and the rest still mmnlﬂo
traditional values. (7) Starting a business: pioneering alone (75%), continuing the busines®
parenis (15%), and joint ventures (10%). (8) Government assistance: 40% have re¢¢'"

e
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assistance (€. training, funding, promotion, assistance). Otherwise, 60% have not. (9)
Social or environmental participation: 71% of participants were never involved, but 29% of
respondents had participated in social and environmental actions (e.g., planting a fruit tree,
herbal plant, mangrove conservation, communal forest prolection, cleaning beach, turtle
conservation, cooperation, entreprencurship training for teenagers, and others). Although
participation is few, entreprencurs care about sustainability. Therefore, it needs a mechanism
to encourage people to do something for social equity, environmental quality, or cultural
preservation.

Tests for Reliability and Validity

1

?o ensure the accuracy of the conceptual measurement scale, the infor@tion from
composite reliability could be used. According to Werts et al. cited by [13], it can be more
appropriate to test internal consistency or construct reliability than Cronbach's Alpha, because
the value of Cronbach's Alpha tends to be higher or lower than the estimate. The Smart PLS
test produces the value on PSE (0.724), SA (0.799), SN (0.740), PD (0.812), and PF (0.956).
Differences in culture and lifestyle are thoughtg) be factors that cause a contradiction in the
value of reliability. Further, the testing of validity was verified through bootstrapping
processes. The value of the loading factor is above 0.60, while discriminant validity based on
the value of cross-loadings on the intended construct must be greater than the value of the
other constructs. Based on Table 1, the result of validity scores is less than 0.60. especially in
PSEI and PSE2. However, both values of the cross-loadings are greater than other indicators
on the entire constructs. Otherwise, two indicators are not valid to measure the PSE.

Table 1. Validity of propensity for sustainable entrepreneurship

COD | STATEMENT

LOADI
E NG
PSEl | 1am ready to become an entreprencur who cares about the preservation of nature, tradition or 0473
local cultural wisdom

PSE2 | In running a business, | try to avoid adverse elTects on the envionment and contlict with the 0.441
— | local culiure
_?'_E_!_ I capture business opportunities through the use of natural resources or local traditions culiure 0815
_._E_E{_ I THINK SERIOUSLY TO CONTRIBUTE TO SUSTAINABLE DEVELOPMENT 0.758

Table 2. Validity of independent variables

roa LOADING [ CODE LOADING [ CODE | LOADING [ CODE | LOADING
S 0,734 SNJ 0,783 i 0,652 PF1 0,732
So— 0,765 SN2 0,879 p2 0,837 Pr2 0.7%
SA— 0,510 SN3 0,860 rp3 0,848 PE3 0,931

5 0,522 SN4 0,265 P4 0,604 PF4 0918
‘%——-—-&2’3__ = - rps 0,587 PES 0,924

A 0,413 - . Do 0435 PF6 0932

0,393 R = - - PF7 0,890
A% " Tose
3 » - - - - - -
oy 0414 - X : : -
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The same happens in indicators of sustainability attitude, social norms, and perceiveqd
desirability (Table 2). Although the scores are not appropriate with the criterion of convergen
validity, the criterion of cross-loadings meets the requirement of discriminant validity testing,
For example, the item of SN4 is not excluded from the indicator because it can change the
conceptual relatedness of the social norm. However, it is maintained as an instrument i
measuring social norms. The perfect score is indicators of perceived feasibility.

Empirical Results

The result depicts the path analysis among four variables towards PSE. Firstly, the path
coefficient between sustainability attitude and PSE produces a statistical t value of 0.055. It is
smaller than 1.96, so this attitude does not significantly predict the PSE. Original and mean
samples in sustainability attitude produce the lowest value compared to others. On the
contrary, producing has the highest standard deviation of 11% so that sustainability attitude is
gpt yet a predictor of PSE. This result (first hypothesis) is not following the prior study.
Secondly, the path coefficient shows the relationship between social norms and PSE. The
value of statistics is 1.68, it is smaller than 1.96, but the social norm is still able to have a
significant effect at the level of 10%, so the second hypothesis (H2) is accepted. Thirdly, the
path coefficient between perceived desirability and PSE shows aualistical value of 2.338 so
that the third hypothesis (H3) is accepted at the level of 5%. Lastly, the path coefficient
between perceived feasibility and PSE identifies a statistical t-value of 5.456 so that the
fourth hypothesis (H4) is accepted.

It is found that perceived feasibility and perceived desirability produce original sample
values and a high mean sample that give a strong influence on the PSE. Although the result is
low, H2 is suitable with the previous study [7]. Contrarily, the sustainability attitude has nol
been significant to PSE, so it is not appropriate with [7, 14]. Moreover, the testing of H3-H4
agrees with [7). The value of R? results is 0.433 which means approximately 43.30% of the
determinant of PSE is constructed by three factors. Therefore, 56.70% of the perceived MSEs
owner intention is formed by other factors e.g., stakeholders’ engagement, govemment

support, sustainability knowledge, and sustainability concerns. The next studies focus on
other predictors to determine the PSE.

DISCUSSION

Since sustainable development has been considered in the entreprenecurship field, s0 the
interest among business owners toward sustainability issues is relatively importan®
Hypothesis testing shows a tendency for MSEs to appropriate with EEM than TPB. ThIS
result differs relative to the studies of [7-9], specifically in the relation of sustainﬂbﬂ“_)
attitude and social norm to the entrepreneurial intention for sustainability. This conclusiC{“‘ '5_
seen in the effect of high significance between perceived feasibility and perceived desir‘ﬁlb‘mc
to PSE. Conversely, the sustainability attitude as an antecedent of TPB has a weak influen®
on intention. The pattern of paths relatively tums to the EEM. Even though respondents ! 4
less aware of the term sustainable entrepreneurship, in the business practices the values

el
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wsmin;\bilit}' weee well perceived by micro-small entreprencurs. Both are strong in forming
atention on sustainable entreprencurship.

Learning from researches, the psychological aspects dominate in constructing the
intention in business owners. If the thinking is supported by regulations, the intention
nehavior will be formed clearly. The interaction of culture, local wisdom, education, and best
~mctice from regional government policies are an inspiration for MSEs to adopt the
;ust:;inabilir_\' value of the business activities. Meanwhile, natural resources are potential in
improving the valuc-added of commodities. Therefore, innovation and creativity must be
craded simultaneously for entrepreneurs. Wisdom and cultural heritage are preserved to
;ng'mtain authentic potentials. For these reasons, conservation must be a routine agenda in
developing commitment to sustainability. The changes will improve the state of mind among
people to catch up with the opportunity to become a sustainable entreprencur.

In line with best practices, the regional government has succeeded in promoting
sustainable development. The regulation to protect and buy local products and services can
move the economy of society. Under the tagline “Bela & Beli Kulon Progo™ the phrase could
aporeciate local products, natural wealth, and culture to prove a positive effect on economic
growth, social development, and environmental conditions. The realization of the policy of
giving muluplayer effects includes: (1) Capturing green market opportunities through the
export of organic brown sugar. Processing and controlling the quality of the product is
coordinated by the cooperative. It is beneficial to improve people's welfare, social equity, and
ecological protection. (2) Establishing partnerships with tourism-conscious communities as a
mznagement system for natural tourist destinations. Kulon Progo has natural tourism
potentials with a management system involving the tourism-based community. This approach
is effective in moving the rural economy, preserving of communal forests, and appreciating
the local wisdom.

Furthermore, in the context of the double bottom line, it is shown: (1) Regulations on the
vouaporation of retailers and cooperative networks with the pranding of “People’'s Owned
Stores”. This regulation sided with the interests of the community to provide a positive effect
on economic growth and social development. (2) Pioneering the mangrove forest as a tourist
area. It is a commitment to enhance economic growth and preserve mangrove ecosystems in
ml communities. (3) Creating batik motifs of regional characteristics. It is an innovation
In reviving the local market and opening opportunities for craftsmen to realize economic
&rowth and social culture development. (4) Jamparing village was pioneered to appreciate and
Preserve archery during the Mataram Kingdom. The practices inspire people so that a positive
Perception of sustainable development among MSEs has been built. They innovatively exploit

the oppontunities for economic gains without ignoring society equity, environmental quality,
L1 o 7] [T R S

. v s sansase

Although, owners of MSEs have a simple vision of sustainable development. The owners

Y€ opinions and do the jobs relevant to sustainability. In the process of business
Management, financial administration, supervision, and motivation, and training of employees

Ve been carried out following the vision of sustainability. The owners also enjoy and
t.mh““ﬂstically run businesses following the expectations of sustainable development, They

¢ and dare 1o face challenges in maintaining the business. Other proves about the

| :du;;:ion of the sfocial norm |:s l.heirAcarc about ideas givcn by friends, f:onln1unit)' leaders,
USinesr:nm' Their bchaviof is ms:pucd by best practices so ll.lat rclat_n?ns among fellow
actors, academic institutions, and communities provide positive empower the

-
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enterprises. It is relevant to the study of [15] \'t’h‘:ﬂ cmpov.icring 3"“_‘” cme‘l'pris?s N urby,
areas. Although not as strong as the (wo previous determinants, this relationship forms ,
social pressure on SUESs. _ '

As a part of Yogyakarta's society, the mechanism could mo.lwalc people to bujlg an
innovative manner when grabbing economic gains without neglecting the economic welfae
o = 0 e cmano neanle will develop the equity of economic, social
and environmental aspects [16). Through EEM, the founders perceive entrepreneurship as;
credible carrier altenative. Entreprencurs have a perception to protect sustainabiliry by
implementing services and production activities. Eventually, the government can €Nncourage
the seeds of sustainability citizenship behavior as stages in building sustainabje
entrepreneurship for SME owners in the region.

CONCLUSION

The mechanism of owners’ interest is formed by perceived feasibility, perceived
desirability, and social norms that are suitable for EEM. Entrepreneurs feel the right moment
to develop a business in line with TBL or limited to DBL. Best practices inspire entrepreneurs
and public figures to support each other towards sustainability events. Hence, this atmosphere
creates a sense of self-efficacy, then fosters a desire to enjoy or be enthusiastic about
sustainable entrepreneurship, and forms the social pressures on sustainability. Conversely.
sustainability attitude has a weak influence on PSE. For that reason, the programs of
socialization, workshops, and assistance are improved routinely to build a positive attitude

- de crictnlmahla davalanmant

Constraints are caused by the limited educational background and knowledge of MSES
owners. Thus, the process of upgrading information needs to involve community leaders
schools, universities, non-government organizations, and art actors. The result is &
information for the regional government that a positive perception about sustainability i

forr.ned. To cxpz?nd the involvement of entrepreneurs, they need to be encouraged through
Femional regulation, networking, and technology. The collaboration will create a posii*®
mmdsc‘. in realizing economic growth, social development, inons-
Integration must be aligned with (he strategy of dev
entrepreneurship of small-medium enterprises and the ent

and environmental cond

: . orient
eloping environmentally-one?

ire local wisdom. There ar¢ ’“""‘T
pasanULS. UL DIANICE, @8 poIniea at the quantitative approach that includes determinaf® v
(7). l?unh‘e.rmorc, the avenue for the next studies needs to involve the stakeholder's suppert
sustainability knowledge, and green market (e.g., green op, Dmmit-' or green custom®
behavior) in the entreprencurial behavioral studies. 1t is relev pt 1 ]>‘ , Ii of sustaina?®
development, especially in a small county of Yogyakarta it fo e got .
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