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Abstract: This study aimed at investigating the effects of (1) organizational culture on organizational
commitment, (2) learning organization on organizational commitment, (3) empowerment on organizational
commitment, (4) organizational culture on the performance of SMEs, (5) organizational commitment on the
performance of SMEs, (6) learning organization on the performance of SMEs, and (7) empowerment on the
performance of SMEs. The study employed a quantitative approach. As many as 354 samples of enterprise
owners served as the variable of SMEs performance. The employees served as the variable of organizational
culture, learning organization, empowerment and organizational commitment on SMEs in 17 districts in the
Regency of South Minahasa. Data were then analyzed using SEM (Structural Equation Modelling) and further
tested using CFA (Confirmatory factor Analysis). Based on the findings, it was be concluded that there were six
significant and direct effects, namely: (1) Organizational Culture had a direct effects on organizational
commitment (2) Learning organization had a direct effects on organizational commitment (3) Empowerment
had a direct effects on the performance of SMEs (4) Organizational Culture had a direct effects on the
performance of SMEs (5) Organizational Commitment had no direct effects on the performance of SMEs (6)
Learning organization had a direct effects on the performance of SMEs, and (7) Empowerment had a direct
effects on the performance of SMEs

. Introduction

Small and medium enterprises in Indonesia are arguably a pillar of national economy. In 2013 alone,
the report showed there were 56.5 million units of enterprises which made up 99% of total business in Indonesia
(Kompas Newspaper, October 25, 2013). The business contributed 57.95%, that is, IDR 4,303.57 trillion, with
the total value of investment IDR 830.9 trillion on gross domestic products (GDP). Accordingly, the business
provided employment for 110.80 million people (Data from the Ministry of Small and Medium Enterprises in
2013). In regards of the potentials of SMEs, the contribution to the gross domestic products (GDP) was
conceivably bigger than 58%. Regardless of their extensive proportion compared to large enterprises in terms of
the contribution to the GDP, it was not due to high productivity. Rather, according to Tambunan (2009:60), it
was caused by their collosal amount of units in comparison to large enterprises. In other words, large enterprises
both totally and partially still have higher productivity rather than their SME conterparts. Furthermore,
Tambunan (2008 :1-2) reported an empiric study showing that up to nowadays, low contributions of SMEs to
the economy in developing countries are results of low level of skills and education, lack of capital, and
government’s policies not favoring SMEs. Additionally, Budiretnowati (2008:14) believed that SME owners
were lacking knowledge about the economic value of their products, thus prevented them from gaining profit
appropriately in accordance to the added value they created.

In 2014, The Government of the Regency of South Minahasa designed an extensive promotional and
marketing strategy of SMEs in conjunction to tourism. In this regards, the government sought to provide
business locations which at the same time created tourist attractions.

Challenges to the implementation and development of small and medium enterprises are classified into
two categories, namely internal challenges and external challenges.

Internal challenges are as follows.

(1) Lack of awareness and willingness of the business owners to implement science and technology.
(2) Lack of capital to support improvement of technology.

(3) Lack of ability to make use of business opportunities.

(4) Limited access and information about certain technology and science
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External challenges are as follows.
(1) Minimal process of technology transfer, one of the cases being shortfall of counselling experts, and

(2) Limited options of funding schemes for the development of science of technology, one of which is leasing
system.

Il.  Theoretical Review

According to O’Reilly et.al (in Tepeci, 2001) organizational culture refers to several dimensions,
namely, people orientation, team orientation, innovation, outcome orientation, attention to detail, and stability.
According to Utomo (2004), dimensions of empowerment are business counselling, business facility, service,
market development and education. According to Meyer and Allen in Luthan (2008:147) dimensions of
organizational commitment are affection, continuity and norms. According to Riyanti (2003); Robbins (2000);
Terziouski & Samson (2000); and Brealey & Gitmen in Sangen (2005) dimensions of performance of SMEs are
level of income during past 3 years, profit, volume growth during past 3 years, market coverage, self-
satisfaction as an entrepreneur, supportive working environment, employee growth, conflict of surrounding
environment due to the operating equipment/machines, and environmental awareness.
The conceptual model being reviewed in this study is presented as follows.
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Figure 1 Conceptual Model of the Study
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The conceptual model straightforwardly reflects the status of each variable of the study comprising
three types, i.e. antecedent variable, intervening variable and consequence variable. Antecedent variables are
preceding variables that cause impacts. Antecedent variables being investigated were organizational culture,
learning organization, and empowerment. Next are intervening variables, which are intermediating variables or
in-between variables. The intervening variable being investigated was organizational commitment. The last is
consequence variable, which is resulted variable. In this case, it was the performance of SMEs.

Il.  Findings
Alternative Model Using Structural Equation
The model illustrating inter-variable relationships is shown as follows.

I R— BO

Chi-Sauare=1.21, df=1, P-value=0.27134, RMSEA).024

Figure 2 Alternative Model (Standardized)
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Consequently, it is safe to assume that the alternative model had goodness of fit to be made a model.
The adequacy of its compliance is displayed below.

Table 1 Goodness of Fit Test on Final Model

Factor Coefficient Criteria Conclusion
Chi-Square (x?) 1.21 Small (non-significant) comply
P-value 0.27 > 0.05 comply
Df 1
Cmin (x*/Df) 121 <2.00 comply
RMR (standardized) 0.036 <0,08 good
RMSEA 0.024 <0,08 good
GFI 1.00 > 0,90 perfect
AGFI 0.98 >0,90 good
CFI 1.00 > 0,94 perfect
IFI 1.00 >0,94 perfect
NFI 1.00 >0,94 perfect
AIC (Model) 29.21 small, relative good

Table 4.19 above showed that all criteria of the goodness of fit model complied in terms of AIC,
Cmin/df, and p-value. In addition to that, the value of CFI (Comparative Fit Index), IFI (Incremental Fit Index)
and NFI was each 1. It showed that the model had the best alignment (Arbucke & Wothke, 1999). Therefore, it
can be inferred that empirically the model complied the actual condition.

IV.  Discussion
1. Organizational Behaviour had direct effects on organizational commitment

Hypothesis testing 1 showed a t-value of 3.46 (> t1.96) which was conclusive and significant. This
indicated that organizational culture had direct effects on organizational commitment.

Findings of the study showed that directly organizational culture gave total effects of 0.18 on
organizational commitment. It is understandable because organizational culture is a foundation of a company: it
is difficult to keep the existence of a company if the organizational culture is weak. Accordingly, it is imperative
that organizational culture be strong to maintain the existence of a company.

In regards to organizational commitment, organizational culture is an internal environment of an
organization to facilitate, support and give opportunities to its employees to actualize their commitment to
escalate SMEs through their roles. Commitment of the employees is critical to ensure the performance of SMEs.
In other words, when there is strong organizational culture within a SME, there is an effect on the commitment
of the employees. The notion is in accordance to Robbins (2001:528) who maintains that one of functions of
organizational culture is facilitating revitalization of commitments to something bigger than an individual
interest. Reviews of preceding studies found conformable theory, some of which are those by Greenberg &
Baron (2013:518), Robbins (2001:528), Elzbieta Sikorska-Simmons (2005), Odom, et.al. (1990) and Elizur &
Koslowsky (2001).

2. Learning organization had direct effects on organizational commitment

Hypothesis testing 2 showed an estimated result of the model having t-value of 6.62(> tp1.96) which
was conclusive and significant. This indicated that learning organizational had direct effects on organizational
commitment.

Findings of the study showed a direct effect of learning organization on organizational commitment
with a total value 0.34. Learning organization manifested in training, mentoring and experience. Among the
three manifests, monitoring has the highest loading value. It suggested that successful mentoring affects
employee commitment, which in turn will affect the increasing performance of SMEs. The theory is in line with
findings from Xianting & Fungfai (2010) which shows that organizational learning culture has a positive
influence on organizational commitment through mentoring. The finding is similar with preceding studies by
Jun & Kyoo (2011), Chaoo (2007), Barlett (2004), Kyoo, (2011), Xianting & Fungfai (2010), and Tseng (2010).

3. Empowerment had direct effects on Organizational Commitment

Hypothesis testing 3 showed an estimated result of the model having t-value of 5.79(>ty1.96) which
was conclusive and significant. This indicated that empowerment had direct effects on organizational
commitment.

Findings of the study showed a direct effect of empowerment on organizational commitment with a
total value 0.30. Empowerment of employees are presented by SMEs by giving them business training both
inside and outside the company. Employees are expected to gain knowledge about market, asset and technology.
This way, it is projected that their organizational commitment boosted. In regards of creating work fields,
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business training given to social groups in rural areas is projected to generate economic independence in SME.
It is therefore expected that a person given training will be more motivated to create their own labour. In other
words, empowerment affects organizational commitment. This is in accordance to previous studies conducted
by Corsun & Enz (1999) and Koberg et.al. (1999).

4. Organizational Culture had a direct effect on the performance of SMEs

Hypothesis testing 4 showed an estimated result of the model having t-value of 7.43 (> typ1.96) which
was conclusive and significant. Findings of the study showed a direct effect of organizational behaviour on the
performance of SMEs with a total value 0.15. This indicates that strong values of organizational culture shared
by employees contribute to the performance of SMEs. The stronger the organizational culture, the better the
performance of the SMES. This finding is in conformity by previous studies conducted by Djoko Santoso
(2003), Pastin (1986; 272), Chatman & Bersade (1997), as well as Bintoro (2002).

5. Organizational Commitment had no direct impact on the performance of SMEs

Hypothesis testing 5 showed that organizational commitment had direct effects on the performance of
SMEs. However, the findings suggested that the effects were not direct. Based on the simulation of model using
structural equation modelling, the direct effects of organizational commitment on the performance of SMEs
were eliminated. The absence of direct influence of organizational commitment on the performance of SMEs
was feasibly due to the fact that every so often the existing theory did not always reflect the real condition.

Due to the absence of direct effects of organizational commitment on the performance of SMEs in this
study, it is recommended that further study be carried out to investigate the relationship. However, at the
moment it is believed that there is influence, though indirect.

6. Learning organization had a direct effect on the performance of SMEs

Hypothesis testing 5 showed an estimated result of the model having t-value of 4.10(>ty1.96) which
was conclusive and significant value. It indicated that learning organization had direct effects on the
performance of SMEs.

Findings of the study showed a direct effect of learning organization on the performance of SMEs with
a total value of 0.22. This suggested that learning organization influenced the performance of SMEs — in a way
that employees’ strong learning organization was built by giving them training, mentoring and experiences,
there would be increasing performance of the SMEs.

This finding is in accordance to previous studies conducted by Hurly & Hult (1998) and Antariksa
(2000).

7. Empowerment had a direct effect on the performance of SMEs

Hypothesis testing 7 showed an estimated result of the model having t-value of 7.76(> tpe1.96) which
was conclusive and significant. This suggested that empowerment had direct effects on the performance of
SMEs.

Findings of the study showed direct effects of empowerment on the performance of SMEs with a total
value of 0.42 Empowerment in this study was demonstrated in the facilitating technology and machines. This
process of providing facilities is assumed to influence the business independency of the entrepreneurs of SMEs.
This is regarded to lead to the betterment of their life qualities. In short, successful empowerment positively
affects the performance of SMEs. This finding is in accordance to previous studies conducted by Xavier et.al,
(2006), Vincent (2005) and Rice (2000).

V.  Conclusion
This study aimed at investigating the relationship of Organizational Culture, Learning Organization,

Organizational Commitment and Empowerment on the Performance of SMEs. Subjects of the study were

owners of SMEs. Object of the study were SMEs in 17 Districts in the Regency of South Minahasa.

Based on the finding, there were six definite relationships and one indefinite relationship. The
summary is as follows:

(1) Organizational culture had direct effects on organizational commitment. The t-value was at 3.46 (>
taniel.96). Findings of the study showed that directly organizational culture gave total effects of 0.18 on
organizational commitment. This suggests that high organizational culture in the SMEs positively affects
the organizational commitment of the employees.

(2) Learning organization has direct effects on organizational commitment. The t-value was at 6.62(> tiy,1.96).
Findings of the study showed a direct effect of learning organization on organizational commitment with a
total value of 0.34. It indicated that successful learning organization affects organizational commitment.
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(3) Empowerment had direct effects on organizational commitment. The t -value was at 5.79(>e1.96).
Findings of the study showed a direct effect of empowerment on organizational commitment with a total
value of 0.3. It indicated that successful empowerment affected organizational commitment.

(4) Organizational culture had direct effects on the performance of SMEs. The t-value was at 7.43(>tiyc1.96).
Findings of the study showed a direct effect of organizational culture on the performance of SME with a
total value of 0.15. It indicated that strong organizational culture affected the performance of SMEs.

(5) Organizational commitment had no proved direct effects on the performance of SMEs. Findings of the
study showed no effects of organizational commitment on performance of SMEs. It was allegedly due to
discrepancies between the theory and the factual conditions of the populations. Further studies are crucial to
investigate the effects of organizational commitment on the performance of SMEs under different
circumcisions.

(6) Learning organization had direct effects on the performance of SMEs. The t-value was at 4.10(>tiy,.1.96).
Findings of the study showed a direct effect of learning organization on the performance of SME with a
total value of 0.22. It indicated that strong learning organization affected the performance of SMEs.

(7) Empowerment had direct effects on the performance of SMEs. The t-value was at 7.76(> tipel1.96).
Findings of the study showed a direct effect of empowerment on the performance of SME with a total value
of 0.42. It indicated that strong empowerment affected the performance of SMEs.

VI.  Recommendations
Education is crucial to ensure the promptness of prospective SME entrepreneurs in the future. Based on the
findings, there are two types of recommendation can be given, i.e. formal education and informal education as
described below.

Formal Education

1) Establishing more vocational schools with special business-based curriculum to prepare students knowledge
about entrepreneurship and provide them with real life skills on managing enterprises.

2) Establishing polytechnics with a study program of business.

3) Reconstructing curriculum in schools to give more focus on economics and business.

4) Establishing training institutions on SME activities to provide labours for the enterprises.

Informal Education
Strengthening independent groups in rural areas by giving the people training and counselling on how
to run the business.
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