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Improving Islamic Entrepreurship to Increase the Performance of SMEs 

This study aims to analyze the correlation of Islamic entrepreneurship and organizational 
performance which include the indicators ofeconomic, social, environmental and value-based drivers; 
and organizational commitment, culture and performance.Moreover, this sudy also aims to create a 
models for the development of the Islamic models of entrepreneurship so as to improve the 
organizational performance. The respondents included are 150 entrepreneurs trained leaders through 
a purposive sampling method.Then to analyze the data of this study, the researcher uses the Structural 
Equation Modeling (SEM) of the AMOS software package.The finding of this study recommends that 
to develop Islamic entrepreneurship in improving the performance of the organization, it can be 
implemented through a commitment initiated by the organizational culture.Commitments indicators 
are indicated by the terms that our human resources have a passion for advancing the organization, 
willingness to make sacrifices, emotional attachment and common interest to the organization. While 
the indicators of organizational culture are indicated by the terms that our organization gives 
freedom of expression, provides a fair reward, takes every decision based on consensus and gives 
autonomy to employees. 

Key words: Islamic entrepreneurship, economic, social, environmental and value-based drivers, 
organizational commitment, culture and performance. 

I. INTRODUCTION 

Based on the literature review, it is concluded that entrepreneurship is an attitude, spirit and 

ability to create something new that is very valuable and useful to us and others. Entrepreneurship is 

the mental attitude and spirit that is always active or creatively powerful, inovative, have strong will 

and desires in business in order to increase revenue in a credible form of business or work. A person 

with an entrepreneurial spirit and attitude is always not satisfied with what he/she had accomplished. 

Entrepreneurs will always create and innovate without stopping because being creative and innovative 

is the way to get everything. An entrepreneur is a person who skillfully takes advantage of 

opportunities in developing his business by purpose to improve livc's quality. 

Yet, in its development and in accordance with the dynamics of the environment, the 

meaning of entrepreneurship has transformed into a social entrepreneurship which means an 

entrepreneur does not take the gains obtained, but continue to invest in that aims to address social 

problems or to increase the the welfare of society (Bornstein, 2007). According to Roberts and Woods 

(2005) a social entrepreneurs has not been significant and not having awareness and approval in the 

community. Then, Pelley and Pelley (2008) argue that most of the previous studies related to social 

entrepreneurship have merely examined this issue from the western perspective not from Islamic 

sides. So that, the government cannot resolve anyproblems encountered in their society. 

Islam has answered this issue since the beginning, Islam messages have been given to the first 

human creation, Adam, and continued with the prophets after him which states that all can be resolved 

by creative experiment, hard work, risk-taking, and innovation (Basheer: 2010). Furthermore, it is 
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explained that the Islamic entrepreneurship has four characteristics; economic drivers, social drivers, 

environment drivers and value-based drivers. Relazing that the Moslems in Indonesia are very 

dominant, Islamic entrepreneurship is the best answer to solve the problems occur society. However, 

the condition of existing SMEs in Semarang related to the driving aspect of social, economic, and 

environmental values has not been optimal yet. Based on the research gap of the dynamics of SME 

business entrepreneur and phenomena, the formulation of the problem in this study is "How to 

develop Islamic entrepreneurship to improve the performance of SMEs ". 

II. LITERATURE REVIEW 

A. Islamic Entrepreneurship 

Entrepreneurship reflects the tendency of companies to be more innovative, proactive, risk- 

taking, autonomous and aggressive-competitive (Lumpkin. D & Covin 1997). Yet, the meaning of 

Islamic Entrepreneurship according to Basheer (2010) includes some of the following characteristics: 

1. Social Drivers 

Islam is a religion that not only regulates human relationships with his God (vertical 

relationship) but also guides his follower to build relationships with fellow human beings and 

the natural environment (horizontal relationship). As a Muslim, we ought to strive for a 

balance between hablum-minallaah with hablum-minannas. Hence, The Social urgency 

proposed is as follows: 

a. God favors 

"And hold firmly the rope (religion) of Allah all together and do not become 

devided, and remember the favor of Allah upon you-when you were enemies and He 

brought your heartstogether and you became, by his Favors, brothers, and you were on 

the edge of a pit of the fire, and he saved you from it. Thus does Allah make clear- to you 

his verses that you may be guided. And let there be (arising) from you a nation inviting to 

(all that is) good, enjoining what is right and forbidding what is wrong, and those will be 

successful. In these two verses, there arc demands that must be done by a Muslim in 

establishing Islamic brotherhood, those arc: 

1) Having commitment to al-Quran and as-Sunnah and not using the others. 

2) Staying away from hostility and division. 

3) The heart unification is love to God. 

4) Telling kindness to others. 

With this brotherhood, Moslems will help each other to cany out the obligation. 

b. Representing the direction of Rabbani. 

"... It is He who supported you with His help and with the believers. And brought 

together their hearts. If you had spent all that is in the earth, you could not have brought 

their hearts together; but Allah brought them together. Indeed, He is Exalted in Might and 

Wise. "(Surah al-Anfal 8:62-63) Allah is solely brotherhood creator among Moslems' 

hearts. 
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c. Representing the power of faith 

"No faith in any one of you untill he loves his brother as he loves himself." 

(Bukhari). As the correlation between Islamic brotherhood (ukhuwah Islamiyah) and 

'faith' is very strong, Rasulullah Muhammad SAW requires devotion to fellow Moslems 

as one of the elements forming the faith. True faith really requires a solid knit fraternity in 

the way of Allah. Therefore,the existence ukhuwwah is directly proportional to the 

condition of a person or group of people faith. The more solid a fdlah brotherhood, the 

higher the opportunity for members categorized as a true believer (Mu'min al haq), so that 

for the opposite. 

A study by Russell Lacey (2007) explains that public recognition is the level of 

individual identification or memory of the customers to receive the existence of an 

organization. 

By a series of interactions over time, the organization has a chance to improve its 

ability to recognize. As the basis of customers, an enterprise becomes increasingly 

difficult to be more familiar with all regular" customers. By using management and 

technology of social relationship, it will be easier to create more personal interaction with 

the community. The consequences of the increase rate of social networking will have a 

positive impact on commitment (Garbarino and Johnson 1999). Furthermore, A study by 

Gruen, Summers, and Acito (2000) reveals a positive influence of social networking on 

commitment. Therefore, the first hypothesis proposed in this study is: 

HI: The higher the social drivers, the higher the organizational commitmentwill be. 

2. Economic Drivers 

The economic concepts lay the foundation of equitable distribution toward everything given 

by Him to His servants. Equitable here does not see on how and who it is, but it focuses on an 

absolute right, that everything given by Him to His servants is the solely rights and belongs to God 

(Allah). Therefore, however and whoever the person is, he is entitled to enjoy all the God's gifts. And 

for those who do not have time to enjoy it, then this right is "attached" to those who are wealthy / 

capable as a liability, so they distribute it to those who are entitled to receive and enjoy all the gifts. 

This is the main base why the welfare principles become one form of equations, humans as God 

creation have the same rights, and while in the sense of values, they are not the same. It means that 

only the most cautious (fear) person alone is deemed the most noble in the sight of Allah as 

mentioned in the Quran: Inna akramakum 'ndallahi atqaakum. At the time of the rampant of 

economic capitalism system, even in the Islamic nations or by the majority of Moslems, the problem 

of unemployment and the unequal distribution of social welfare is the part that will never be separated 

from the capitalist economic system itself. Briefly, "There has to be sacrificed parties", it is the 

principles contained in the economic capitalism system, something that is quite contrary to the 

teachings of Islam, in which all people are entitled to equal opportunity in obtaining welfare. 

According Parvatiyar and Sheth (2000), the economic value usually serves as the main 

driving force in the exchange, and thencontributes to commitment. Therefore, the second hypothesis 

proposed in this study is: 

H2: The higher the economic drivers, the higher the organizational commitment will be. 
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3. Value Based Drivers 

In Islamic economics, business and ethics should not be seen as two opposites, because 

business is a symbol of worldly affairs that is also regarded as an integral part of the things related to 

investment of hereafter. It means that if the orientation of the business and investment efforts of 

hereafter (intended as a totality of worship and obedience to God), then the business itself should be 

in line with the rules of morality which is based on belief in the afterlife. Even in Islam, the concept of 

business is not limited to the affairs of the world matters, but it also covers all the activities of our 

world that is "commercialized" (intended as worship) for profit or reward in hereafter. This Statement 

is expressly mentioned in a verse of the Qur'an as follows: O people who believe, do you happy if I 

show you a commercial (business) that can save you from a painful torment? That is believe in Allah 

and His Messenger and strive in the way of Allah with your wealth and soul, that's better for you if 

you know". 

The shared values describe the extent to which objectives, policies and beliefs held by the 

parties to a relationship will be (Morgan and Hunt 1994). The Psychological similarity directly 

contributes to the quality of relationship (lacobucci and Hibbard 1999). The united perception will 

increase the value of relationships and contribute to the commitment (Sirdeshmukh, Singh, and Sabo: 

2008). Therefore, third hypothesis proposed in this study is: 

H3: The higher the value-based drivers, the higher the organizational commitment will 

be. 

4. Environmental Drivers 

To establish Islamic business environment is not something new in the Islamic fields; even it 

can be regarded as a necessity. And if we want to trace the history, the religion of Islam brought 

positive views on trade and economic activity. Prophet Muhammad is a merchant (businessman), and 

Islam is primarily disseminated through Muslim traders. Therefore, it is not an exaggeration when 

business can be implemented with the Islamic values and atmosphere. 

Therefore, the business actors or firms are expected to be not bringing contradiction of words 

and deeds in their business. They arc obliged to fulfill their promises, be on time, acknowledge 

weaknesses and shortcomings (not covered up), always improve the quality of goods and services on 

the ongoing basis and not deceive or lie. The business actors arc required to have an awareness of 

ethics and morals, as both arc a must-have requirement. The businesses actors or companies that are 

careless and do not keep the ethics will not do a good business, so that they can threaten social 

relationships and harm the customers, and even themselves. 

Contingency theory states that organizational performance is a result of the adjustment of the 

internal variables with environmental variables. The presence of the difference intensity of the 

diversity of the external environment requires different intensities of decision making. This is to 

adjust the company's resources with the prevailing external environment (Sharma and Arrogant- 

Corera, 2003). The study by George Balabanis and Stavroula Spyropoulou (2006) shows that the 

changes of organizational culture, based on the difference in intensity with the intensity of the 

external business environment, produces a higher competitiveness. Therefore, the fourth hypothesis 

proposed in this study is: 

H4: The higher the environmental drivers, the higher the organizational culture will be. 

B. Commitment 
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Mowday, et.al (1991) defines organizational commitment as the relative strength of the 

employee involvement in identifying himself as the organizational part. It is characterized by three 

things, those are 1) Acceptance of the values and goals of the organization. 2) Readiness and 

willingness to buck the name of the organization. 3) The desire to maintain membership in the 

organization (being part of the organization). 

A study by Meyer (1994) distinguish the organizational commitment into three components, 

namely: 1). Affective component related to emotional, identification and involvement in an 

organization. 2). Normative component is feelings of obligation that he has to give something to his 

organization 3). Continuance component which means a component based on the perception of the 

loss that will be faced when he left the organization. 

Every human being has the basic resources and different behaviors depending on the 

commitment of its organizations. Employees with a basic affective commitment to the organization 

have a different behavior with employees based on continuance. Employees who wish to become 

members will have strong desire to use efforts in accordance with organizational goals. Yet, those 

who arc forced to become members will avoid financial losses and other losses, so that they tend to do 

inmaximum effort. Meanwhile, the normative component that develops as a result of socialization 

experiences, depending on the extent to which an employee liabilities held feelings. Normative 

components induce a feeling of obligation on employees to reward for what he has received from the 

organization. 

However, the nature of the psychological conditions for each form of commitment is 

different. Employees with strong affective commitments remain in the organization because they want 

to, employees with strong continuance commitment remain in the organization because they need to 

and employees who have a strong normative commitment remain in the organization because they 

ought to, Imam Widodo (2005). 

Referring to the opinion of Morgan and Hunt (1994), the shared values describe the extent to 

which objectives, policies and beliefs held by the parties committing relationship. Organizational 

culture refers to an understanding of together accepted system (Robbins SP: 1996). Then, the shared 

perception will increase the value of relationships and contribute to the commitment (Sirdeshmukh, 

Singh, and Sabo: 2012). Therefore, the hypothesis proposed in this study is: 

H5: The higher the organizational culture, the higher the commitment will be. 

C. Organizational culture 

Organizational culture refers to an understanding system that is acceptable (Robbins SP: 

1996). A successful organization is an organization with a strong culture and should fit with the 

surrounding environment, Hofstede (1997). A strong culture is characterized by the core values of the 

organization at large. The more members accepting the core values, approves the level of interest and 

feel bound, the culture of the organization will become stronger, Robbin. S. (1996). Therefore, 

adaptability is the most important variable to consider in explaining the meaning of organizational 

culture for organizational success. Study by Hessket & Kotter (1992) at 200 companies in several 

countries in Asia, Europe and America finds that a strong and adaptive culture has strength and real 

contribution to the improvement of organizational performance in the long run. Therefore, the 

hypothesis proposed in this study is: 

H6: The higher the organizational culture, the higher performance of the organization will be. 
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D. Organizational Performance 

According to Wiklund (1999), the mesurement of performance is a growth. Yet, According to 

Beal (2000), it is profitability. Functionally, the performance of the organization is reflected in the 

following matters (Ferdinand: 2003): 

First, the company with a good performance will be reflected by the good performance level 

of human resource management (HRM) indicated by a high level of productivity, creativity and 

innovativeness of HR in related organization. 

Second, a good performance organization is reflected by the good performance level of 

productional operations management such as the high level of efficiency of internal business 

processes, the high quality products and quality of service that accompany the products, the high level 
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F. RESEARCH METHODS 

Respondents 

The population in this study is all leaders of SMEs in Semarang. Based on data 

from the partners of SMEs Dinas Koperasi and SMEs in Semarang In 2012, there is 409 

numbers included. 

By the estimated model using Maximum Likelihood (ML), sample size should 

consist of 100-200 (Hair, 1992), thus, the number of samples in this study is 150 

respondents. The sampling method is "purposive sampling", it means a sampling by 

considering the characteristics of the population, namely: a). Operational experience of 

minimum 5 years, b). Representatives of SMEs' business types. 

Variables and Indicators 

Variables and indicators in this study appear in the following table: 

Table 1 
Variables and Indicators 

No. Variables Indicator Source 

Social Drivers 

Balance between hablum- 

minallaah and hablum- 

minannas 

Economic Drivers 

Equalization of everything 

given by Him to His 

servants 

Value Based Drivers 

Associated with worldly 

affairs and also considered 

as an integral part of the 

things related to hereafter 

investment. 

Enviromental Drivers 

Promoting the islamic 

values and atmosphere. 

Commitment 

Relative strength of 

employee involvement in 

identifying himself to be a 

part of organization. 

Fore no competition 

Ties of fraternity 

Cares 

Welfare of employees 

Encouraging the 

financial exchange 

Caring for environment 

Moral orientation 

Intention of worship 

Quality of life of 
harmony 

Consistency 

Quality improvement 

Awareness of ethics and 

moral. 

Having a passion 

will 

Emotional bond 

Basheer (2010) 

Basheer (2010) 

Basheer (2010) 

Basheer (2010) 

Sirdeshmukh, Singh, and 

Sabo (2012) 

The similarity 

interests 

of 
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Organizational culture 

An an accepted definition 

system by together 

Expressing opinions 

Fair reward 
Robbin. S. (1996). 

SME Performance 

Agreement 

Autonomy 

Profitability 

7 
The level of achievement 

of the organization in a 

given period. 

Market share 
Wiklund (1999 

Efficiency 

Market position 

Analysis Techniques 

To analyze the data in this study, it is used the Structural Equation Modeling 

(SEM) of the AMOS 4.0 software package. This Model is a set of statistical techniques 

that allow the testing of a relatively complex set of relationships. 

The benefits of SEM application in management research is its ability to confirm 

the dimensions of a concept or a factor and to measure the correlation that are 

theoretically existed . The Steps in SEM, According to Ferdinand (2000) is as follows: 1). 

The Development of theory-based model. 2). The Development of Path diagrams. 3). The 

Evaluation Criteria of goodnes-of-fit (In this step, the suitability of the model is evaluated 

through a study of the various criteria of goodnes-of-fit). 

G. DISCUSSION 

Once the model is analyzed through confirmatory factor, then each indicator in the fit model 

can be used to define latent constructs, so that the full model of the Structural Equation Model (SEM) 

can be analyzed. The results of the processing can be seen in Figure 1 and Table 2 
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FIGURE 1 

THE FULL MODEL OF SUSTAINABLE ISLAMIC ENTREPRENEURSHIP 
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Then the test model shows that this model meets the data or fit with the data used in 

the study. This is proven by the Chi-Square, Probability, CMIN / DF and TLI which are 

within the expected range of values of GFI and AGFI is marginally accepted. 

TABLE 2 

STANDARDIZED REGRESION WEIGHT (LOADING FACTOR) 

Std.Estimate S.E. C.R. 

ORG._ CULTURE<- ENVIROMENT_DRIVE 0.224 0.134 2.003 

COMMITMENT<—  SOCIAL DRIVERS 0.224 0.116 2.392 

COMMITMENT^- 

2.297 

— ECONOMIC DRIVERS 0.223 0.097 

COMITMENT <  

2.279 

VALUE BASED_DRIVERS 0.225 0.094 

COMMITMENT^- — ORG. CULTURE 0.240 0.100 2.601 

ORG._PERFORMANCE<- ORG._ CULTURE 0.252 0.108 2.451 

ORG. PERFORMANCE< COMMITMENT 0.211 0.096 2.120 
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Hypothesis Testing 

Based on calculations through confirmatory analysis and the structural equationmodel as 

presented in Table 3, then the model is accepted. Furthermore, based on this fit model, it will be 

conducted a test related to the hypothesis proposed in this study. 

1. The influence of Social drivers toward Commitment 

The first hypothesis proposed in this study is the higher the social drivers, the higher 

the organizational commitment will be. Organizational commitment indicators axe 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While soci aid rivers' indicators are constructed by the terms that our organization does not 

adore competition in the business, our organization has a bond of brotherhood with fellow 

business associates and our organization has a concern with the environment. 

The parameter estimation between socialdrivers and commitments shows significant 

results with a value ofCR =2.392 or CR> ± 2.00 with a significance level of 0.05 (5%). Thus, 

the first hypothesis is accepted, it means that the higher socialdrivers, the higher the 

organizational commitment will be. This finding indicates that to increase the commitments, 

it can be established by social drivers. 

Every organization or firm is always trying to improve human capital.Human capital 

is determined by the characteristics of human knowledge used to create value for the 

organization. Human capital management must pay attention to the sources of knowledge and 

the ideology of it. The ideology of knowledge is meant as a process of skill development and 

institutionalization of knowledge, especially related to the market. Human resources (HR) 

with high motivation and competence are more willing and able to influence and meet the 

needs of external partners, so that, external partners are more willing to develop a long-term 

relationship with the organization. The researchers say that the individual external social ties 

provide access to the important corporate resources. 

The findings of this study show that when human capital is higher, the more extensive 

social capital will be. This finding supports the study conducted by Brown and Duguid (1998) 

which states that the human capital is seen as antecedent networking resource because it 

represents the organizational capability to effectively respond the external partner needs, and 

resolve the problems in a wide variety of information 

As Moslems, we should seek to strike a balance between hablum-nrinallaah with 

hablum-nrinannas. The acknowledgement of society is the level of individual identification or 

memory of the organization's customers to receive the presence of the company. By a series 

of interactions over time, the organization has a chance to increase their private recognizition 

to the customers. As an enterprise with customers' base expansion, it becomes increasingly 

difficult to be more familiar with all the regulars. With the acceptance of this hypothesis, it 

supports the study by Gruen, Summers, and Acito (2000) which finds a positive influence of 

social networking toward commitment. 
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2. The Influence of Economic Drivers toward Commitment 

The second hypothesis proposed in this study is the higher the economic drivers, the 

higher the organizational commitment will be. Organizational commitment indicators axe 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While the economic drivers' indicators are indicated that our organization wants to heighten 

the welfare of employees,encourages mutual financial exchanges, and concerned about the 

welfare of organizational business environment. 

The parameter estimation between economic drivers and commitment shows a 

significant result by the value of CR = 2.297 or CR > ± 2.00 with a significance level of 0.05 

(5%). Thus, the second hypothesis is accepted, it means that the higher the socialdrivers, the 

higher the organizational commitment will be. These results indicate that to increase the 

commitments, it can be constructed by economic drivers. 

Economic equity lays the foundation of everything given by Him to His servants. 

Equitable here is irrespective of how and who it is, but it focuses on an absolute right, that 

everything given by Him to His servants is the rights of God and solely belongs to Him. 

Therefore, whatever and whoever the person is, he is entitled to enjoy all the gifts of God. 

And for those who do not have time to enjoy it, then this right is "attached" to those who arc 

wealthy / capable as a liability to distribute it to those who are entitled to receive and enjoy all 

the gifts. Upon the acceptance of this hypothesis, it supports the study by Parvatiyar and 

Sheth (2000) that explains that the economic value usually serves as the main driving force in 

the exchange andcontributes to commitment. 

3. Thelnfluence of Value Based Drivers toward Commitment 

The third hypothesis proposed in this study is the higher the value based drivers, the 

higher the organizational commitment will be. Organizational commitment indicators axe 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While the indicators of valuebaseddrivers are indicated that our organization is more oriented 

to moral basis of faith in the Hereafter, the values of our business is intended as a religious 

service and the values of our organization is to heigthen the quality of life harmony. 

The parameter estimation of the value-baseddrivers and commitment demonstrates 

significant results with a value of CR = 2.279 or CR > ± 2.00 with a significance level of 0.05 

(5%). Therefore, the third hypothesis is accepted, it means that the higher the value based 

drivers, the higher the organizational commitment will be. These results indicate that to 

increase the commitment, it can be initiated by increasing the value-based drivers. 

Business and ethics should not be seen as two opposites, because, business as a 

symbol of worldly affairs is also regarded as an integral part of the things related to hereafter 

investment. It means that, if the orientation of the business and investment efforts to Hereafter 

are intended as a totality of worship and obedience to God, then the business itself should be 

in line with the rules of morality which is based on belief in the existance of afterlife. 

The acceptance of this hypothesis supports the study by Morgan and Hunt ( 1994) 

that explains that the shared values illustrate the extent to which the objectives, policies and 

beliefs held by parties who arc having psychological similarity directly contribute to the 

Fakultas Ekonomika dan Bisnis 
Universitas Kristen Satya Wacana 649 

3rd Economics & Business Research Festival 
13 November 2014 

2. The Influence of Economic Drivers toward Commitment 

The second hypothesis proposed in this study is the higher the economic drivers, the 

higher the organizational commitment will be. Organizational commitment indicators are 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While the economic drivers' indicators are indicated that our organization wants to heighten 

the welfare of employees,encourages mutual financial exchanges, and concerned about the 

welfare of organizational business environment. 

The parameter estimation between economic drivers and commitment shows a 

significant result by the value of CR = 2.297 or CR > ± 2.00 with a significance level of 0.05 

(5%). Thus, the second hypothesis is accepted, it means that the higher the socialdrivers, the 

higher the organizational commitment will be. These results indicate that to increase the 

commitments, it can be constructed by economic drivers. 

Economic equity lays the foundation of everything given by Him to His servants. 

Equitable here is irrespective of how and who it is, but it focuses on an absolute right, that 

everything given by Him to His servants is the rights of God and solely belongs to Him. 

Therefore, whatever and whoever the person is, he is entitled to enjoy all the gifts of God. 

And for those who do not have time to enjoy it, then this right is "attached" to those who are 

wealthy / capable as a liability to distribute it to those who are entitled to receive and enjoy all 

the gifts. Upon the acceptance of this hypothesis, it supports the study by Parvatiyar and 

Sheth (2000) that explains that the economic value usually serves as the main driving force in 

the exchange andcontributes to commitment. 

3. Thelnfluence of Value Based Drivers toward Commitment 

The third hypothesis proposed in this study is the higher the value based drivers, the 

higher the organizational commitment will be. Organizational commitment indicators are 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While the indicators of valuebaseddrivers are indicated that our organization is more oriented 

to moral basis of faith in the Hereafter, the values of our business is intended as a religious 

service and the values of our organization is to heigthen the quality of life harmony. 

The parameter estimation of the value-baseddrivers and commitment demonstrates 

significant results with a value of CR = 2.279 or CR > ± 2.00 with a significance level of 0.05 

(5%). Therefore, the third hypothesis is accepted, it means that the higher the value based 

drivers, the higher the organizational commitment will be. These results indicate that to 

increase the commitment, it can be initiated by increasing the value-based drivers. 

Business and ethics should not be seen as two opposites, because, business as a 

symbol of worldly affairs is also regarded as an integral part of the things related to hereafter 

investment. It means that, if the orientation of the business and investment efforts to Hereafter 

are intended as a totality of worship and obedience to God, then the business itself should be 

in line with the rules of morality which is based on belief in the existance of afterlife. 

The acceptance of this hypothesis supports the study by Morgan and Hunt ( 1994) 

that explains that the shared values illustrate the extent to which the objectives, policies and 

beliefs held by parties who are having psychological similarity directly contribute to the 

Fakultas Ekonomika dan Bisnis 
Universitas Kristen Satya Wacana 649 



3rd Economics & Business Research Festival 
13 November 2014 

quality of relationships ( lacobucci and Hibbard 1999). The united Perception will increase 

the value of relationships and contribute to commitment ( Sirdeshmukh, Singh, and Sabo: 

2008). 

4. Thelnfluence of Environmental Drivers toward Commitment 

The fourth hypothesis proposed in this study is the higher the environmental drivers, 

the higher the organizational commitment will be. Organizational commitment indicators axe 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

Meanwhile, the environmental drivers indicator is indicated that our organization is 

consistent with what is said to what is done, always improving the quality of goods or services 

on an ongoing basis and more oriented to the awareness of ethics and morality in business. 

The Parameter estimation between the value-baseddrivers and commitment shows a 

significant result with the value of CR = 2.003 or CR > ± 2.00 with a significance level of 

0.05 (5%). Therefore, the fourth hypothesis is accepted, it means that the higher the 

enviromental drivers , the higher the organizational commitment will be. These results 

indicate that to increase the commitment, it can be established by the enviromental 

baseddrivers. 

A business actor is required to be no deliberate contr adiction between word and deed 

in his business. They are demanded to pay their promise, be on time, acknowledge 

weaknesses and shortcomings, always improve the quality of goods or services on an ongoing 

basis and must not deceive or lie. The businesses actors are required to have an awareness of 

ethics and morals, as both arc a must-have requirement. The businesses actors or companies 

that arc careless and do not keep the ethics will not do a good business so as to threaten social 

relationships and harm consumers, even himself. 

The acceptance of this hypothesis supports the study by Sharma and Arrogant-Corera 

(2003) which states that organizational performance is a result of the adjustment between the 

internal valuables with environmental valuables. The big difference in the intensity of the 

external environment requires diversity of the intensity of different decision-making and 

commitment. 

5. The Influence of Organizational Culture toward Commitment 

The fifth hypothesis proposed in this study is the higher theorganizational culture, the 

higher the organizational commitment will be. Organizational commitment indicators are 

constructed by the human resources that have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

While the organizational culture indicators are indicated that our organization gives freedom 

of expressions, provides a fair reward, takes every decision based on consensus and gives 

autonomy to employees. 

The parameter estimation between organizational culture and commitment 

demonstrates significant results with the value of CR = 2.601 or CR > ± 2.00 with a 

significance level of 0.05 (5%). Thus, fifth hypothesis is accepted, it means that the higher the 
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quality of relationships ( lacobucci and Hibbard 1999). The united Perception will increase 

the value of relationships and contribute to commitment ( Sirdeshmukh, Singh, and Sabo: 

2008). 
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on an ongoing basis and more oriented to the awareness of ethics and morality in business. 

The Parameter estimation between the value-baseddrivers and commitment shows a 
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A business actor is required to be no deliberate contradiction between word and deed 

in his business. They are demanded to pay their promise, be on time, acknowledge 

weaknesses and shortcomings, always improve the quality of goods or services on an ongoing 

basis and must not deceive or lie. The businesses actors are required to have an awareness of 
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relationships and harm consumers, even himself. 
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of expressions, provides a fair reward, takes every decision based on consensus and gives 
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demonstrates significant results with the value of CR = 2.601 or CR > ± 2.00 with a 

significance level of 0.05 (5%). Thus, fifth hypothesis is accepted, it means that the higher the 

Fakultas Ekonomika dan Bisnis 
Universitas Kristen Satya Wacana 650 



3rd Economics & Business Research Festival 
13 November 2014 

organizational culture, the higher the organizational commitment will be. These results 

indicate that to increase the commitment, it can be established by the organizational culture. 

The more members accept the core values, approve the level of interest and feel 

bound, the stonger the cultural organization will be. Refening to the opinion of Morgan and 

Hunt (1994) that the shared values illustrate the extent to which the objectives, policies and 

beliefs held by the party in their relationship. The cultural organization refers to an 

understanding of the united accepted system (Robbins SP: 1996). The acceptance of this 

hypothesis supports the study by Sirdeshmukh, Singh, and Sabo (2002) that the united 

perception will increase the value of relationship and contribute to commitment. 

6. Thelnfluence of Organizational Culture toward Organizational Performance 

The sixth hypothesis proposed in this study is the higher theorganizational culture, the 

higher the performance of the organization wil be. The organizational performance indicators 

is constructed by the average profitability, the average market share, the improvement of 

efficiency and market position over last three years are above average. While the 

organizational culture indicators are indicated that our organization gives freedom of 

expressions, provides a fair reward, takes every decision based on consensus and gives 

autonomy to employees. 

Theparameter estimation between organizational culture and organizational 

performance shows a significant result with the value of CR = 2.451 or CR > ± 2.00 with a 

significance level of 0.05 (5%). Thus sixth hypothesis is accepted; it means that the higher the 

organizational culture, the higher the organizational performance will be. These results 

indicate that in order to improve the performance of the organization, it is initiated by the 

organizational culture. 

A strong culture is characterized by the core values of the organization at large. The 

more members accept the core values, approve the level of interest and feel bound, the 

stronger the culture of the organization will be, Robbin. S.(1996). Therefore, adaptability is 

an important var iable to be considered in explaining the meaning of organizational culture for 

organizational success. Then, the acceptance of this hypothesis supports the study by Hessket 

& Kotter (1992) at 200 companies in several countries in Asia, Europe and America culture 

which evokes that a strong and adaptive culture has power and real contribution to the 

improvement of organizational performance in the long run. 

7. Thelnfluence of Commitment toward Organizational Performance 

The Seventh hypothesis proposed in this study is the higher the organizational 

commitment, the higher performance of the organization will be. The organizational 

performance indicators is constructed by the average profitability, the average market share, 

the improvement of efficiency and market position over last three years are above average. 

Meanwhile, the organizational commitment indicators are constructed by the human resources 

that have a passion for advancing the organization, willingness to make sacrifices, emotional 

attachment and common interest to the organization. In addition, the organizational culture 

indicators arc indicated that our organization gives freedom of expressions, provides a fair 

reward, takes every decision based on consensus and gives autonomy to employees. 
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The Parameter estimation between organizational culture and organizational 

performance shows a significant result with the value of CR = 2.120 or CR > ± 2.00 with a 

significance level of 0.05 (5%). Thus the seventh hypothesis is accepted; it means that the 

higher the organizational commitment, the higher the performance of the organization will be. 

These results indicate that in order to improve the performance of the organization, we should 

establish the organizational commitment. 

Every human being has the basic resources and different behaviors depending on the 

commitment of its organizations. The organizational commitment based individual will form 

an association to the organization (Meyer, 1998). Another study explains that the concept of 

organizational commitment is based on the belief that organizational commitment has 

implications, not only on the employees and the organization, but also on society as a whole 

(Yaping Gong. 2009). The acceptance of this hypothesis supports the previous study that high 

commitment will improve the performance of the organization (Gary J. Greguras, 2009). 

8. The Direct, Indirect and Total Influence 

Analysis on the direct, indirect and total influence is intended to determine the 

influence of the hypothesized variables. The direct influence is the coefficient of all lines with 

arrows coefficients at one end or often called as the path coefficient. The indirect influence is 

caused by the influence of the intervening variable. While, the total influence is the sum total 

of direct and indirect influence. Tests on the influence of the direct, indirect and total of each 

variable model of islamic entrepreneurship is presented in Figure 2 and Table 3 
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Table 3 

The Direct, Indirect And Total Influence Model Of 

Islamic Entrepreneurship 

No Variable Efect Value Based 
Drifers 

Enviroment 
Drrifers 

Economic 
Drrifers 

Social 
Drrifers 

Organizational 
culture 

Commitm 
ent 

1 Organizational 
culture 

Direct 0.000 0.224 0.000 0.000 0.000 0.000 

Indirect 0.000 0.000 0.000 0.000 0.000 0.000 

Total 0.000 0.224 0.000 0.000 0.000 0.000 

2 Commitment Direct 0.225 0.00 0.223 0.244 0.240 0.000 

Indirect 0.000 0.054 0.000 0.000 0.000 0.000 

Total 0.225 0.054 0.223 0.244 0.240 0.000 

3 Organizational 
Performance 

Direct 0.000 0.000 0.000 0.000 0.252 0.211 

Indirect 0.047 0.068 0.047 0.0052 0.051 0.000 

Total 0.047 
(5) 

0.068 
(3) 

0.047 
(5) 

0.052 
(4) 

0.303 
(i) 

0.211 
(2) 

Figure 2 and Table 3 about the the direct, indirect and total influence model of 

Islamic entrepreneurship explains that organizational culture is directly influenced by the 

enviromental drivers (0224). While the indirect influence of variables affecting social capital 

does not appear- in our model because the variables of social capital is a variable on the first 

step in a structured equation model. 

Then the commitment variable is directly influenced by the value-based drivers 

(0.225), economic drivers (0.223) and social drivers (0.244). It shows that the value based 

drivers variable (0.225) has the most influence on commitment. Yet, the indirect influence of 

organizational culture variables does not appear- in this study as a model of commitment 

variable is a variable in the first step in a structured equation model. 

The model of Islamic entrepreneurship related to the organizational performance 

variables is directly influenced by organizational culture (0.252) and commitment (0.211). It 

shows that the variable of organizational culture (0.252) has the most influence on 

organizational performance. Meanwhile, the indirect influence affecting the organizational 

performance and value based and econonricdrivers variables is 0.047, enviromental drivers is 

0.068, social drivers is 0.052 and organizational culture is 0.051. 

The total influence of the value based and economicdrivers' variable is 0.047, 

enviromental drivers is 0.068, social drivers is 0.052, the organizational culture is 0.303 and 

commitment is 0211. Therefore, it can be concluded that the variables of organizational 

culture (0.303) has the most dominant total influence on the organizational performance 

variables. 
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Figure 2 and Table 3 about the the direct, indirect and total influence model of 

Islamic entrepreneurship explains that organizational culture is directly influenced by the 

enviromental drivers (0224). While the indirect influence of variables affecting social capital 

does not appear in our model because the variables of social capital is a variable on the first 

step in a structured equation model. 

Then the commitment variable is directly influenced by the value-based drivers 

(0.225), economic drivers (0.223) and social drivers (0.244). It shows that the value based 

drivers variable (0.225) has the most influence on commitment. Yet, the indirect influence of 

organizational culture variables does not appear- in this study as a model of commitment 

variable is a variable in the first step in a structured equation model. 

The model of Islamic entrepreneurship related to the organizational performance 

variables is directly influenced by organizational culture (0.252) and commitment (0.211). It 

shows that the variable of organizational culture (0.252) has the most influence on 

organizational performance. Meanwhile, the indirect influence affecting the organizational 

performance and value based and economicdrivers variables is 0.047, enviromental drivers is 

0.068, social drivers is 0.052 and organizational culture is 0.051. 

The total influence of the value based and economicdrivers' variable is 0.047, 

enviromental drivers is 0.068, social drivers is 0.052, the organizational culture is 0.303 and 

commitment is 0211. Therefore, it can be concluded that the variables of organizational 

culture (0.303) has the most dominant total influence on the organizational performance 

variables. 
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Based on the direct and indirect influence described above, it shows that in addition 

to the direct influence of organizational culture and commitment toward the organizational 

performance, we must also consider the other variables. The variables proposed arc value- 

based, economic, enviromental and social drivers. 

H. CONCLUSION 

I. Hypothesis Conclusion 

The higher the social drivers, the higher the organizational commitment will be, it 

means that the improvement of commitment to the organization is constructed by the social 

drivers along with indicators that our organization does not adore competition in the business, 

our organization has a bond of brotherhood with fellow business associates and our 

organization has a concernwith the environment. 

The higher the economic drivers, the higher the organizational commitment will be. It 

means that the increase in organizational commitment is built by the economic drivers along 

with indicators that our organization heightens the welfare of employees , encourages the 

financialexchange and concerns about the businessenvironment. 

The higher the value-based drivers, the higher the organizational commitment will 

be. It means that the increase in the organizational commitment is initiated by the value-based 

drivers along with indicators that our organization is more oriented to morality which is based 

on the belief in the afterlife, the values of our business organization arc intended as a religious 

and encourage the quality of life harmony. 

The higher the enviromental drivers, the higher the organizational culture will be. It 

means that the increase in organizational culture is built by the enviromentaldrivers along 

with indicators that our organization is consistent of what is spoken and what is done, always 

improving the quality of goods or services on an ongoing basis and more oriented to 

awareness of ethics and morals in business. 

The higher the organizational culture, the higher the commitment wil be. It means 

that the increase in the organizational culture is built by the commitment along with indicators 

that our the human resources have a passion for advancing the organization, willingness to 

make sacrifices, emotional attachment and common interest to the organization. 

The higher the organizational culture, the higher the performance of the organization 

will be. This means that the increase in the performance of the organization is initiated by the 

organizational culture along with indicators that our organization gives freedom of 

expression, provides a fair reward, takes every decision based on consensus and gives 

autonomy to employees. 

The higher the commitment, the higher the performance of the organization will be. It 

means that the increase of the organizational performance is established by the commitment 

along with the indicators that our the human resources have a passion for advancing the 

organization, willingness to make sacrifices, emotional attachment and common interest to the 

organization. 
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2. Conclusions of Research Problems. 

This study is intended to test the valuables that influence the development of Islamic 

entrepreneurship and their implications. In the introductory chapter, it is described that there 

are research gaps and business phenomenon underlying this research, so that, it has been 

developed into an issue for this study, that is: How to develop Islamic entrepreneurship to 

improve organizational performance. 

The support of the 1st, 2nd, and 3rd hypotheses strengthen the organizational 

commitment which is influenced by social, value-based and economic drivers. Then the 

support of the 4th hypothesis strengthens organizational culture variables influenced by 

enviromental drivers. Then, The support the 5th hypothesis strengthens the organizational 

culture variables influenced by commitment. Finally, the support of the 6th and 7th 

hypotheses strengthens the organizational performance variables affected by the commitment 

and organizational culture. 

Based on the hypotheses developed in this study, then the research problems 

proposed can be justified by testing Structural Equation Modeling (SEM) and conceptualized 

through the existence of correlation among variables influencing Islamic entrepreneurs. 

Briefly, there arc 7 construction proposed and empirically supported in this study, they are 

social, value-based, economic, enviromental drivers; organizational culture, commitment and 

performance. 

The various significant supports of hypotheses testing in this study have answered the 

problems proposed, there arc six major developmental strategic of knowledge that can realize 

sustainable competitive advantages, those arc: 

First, the steps to develop Islamic entrepreneurship in improving the performance of 

the organization can be implemented through commitment initiated by the organizational 

culture. Commitment indicators are indicated that our human resources have a passion for 

advancing the organization, willingness to make sacrifices, emotional attachment and 

common interest to the organization. While the indicators of organizational culture are 

indicated that our organization gives freedom of expression, provides a fair reward, takes 

every decision based on consensus and gives autonomy to employees. 

Second, the steps to develop Islamic entrepreneurship in improving the performance 

of the organization can be implemented through improving commitment. Commitment 

indicators arc indicated that human resources have a passion for advancing the organization, 

willingness to make sacrifices, emotional attachment and common interest to the organization. 

Third, the steps to develop Islamic entrepreneurship in improving the performance 

of the organization can be conducted through the organizational culture initiated by the 

enviromental drivers. Commitments indicators are indicated by the terms that our human 

resources have a passion for advancing the organization, willingness to make sacrifices, 

emotional attachment and common interest to the organization. While the indicators of 

organizational culture are indicated by the terms that our organization gives freedom of 

expression, provides a fair reward, takes every decision based on consensus and gives 

autonomy to employees. 

Fourth, the steps to develop Islamic entrepreneurship in improving organizational 

performance can be conducted through a commitment initiated by social drivers. 

Commitments indicators arc indicated by the terms that our human resources have a passion 
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for advancing the organization, willingness to make sacrifices, emotional attachment and 

common interest to the organization. Meanwhile, Social drivers indicators is indicated bt the 

terms that our organization does not adore competition in the business, our organization has a 

bond of brotherhood with fellow business associates and concerns with the environment, 

Fifth, the steps to develop Islamic entrepreneurs so as to improve organizational 

performance can be conducted through a commitment to the organization initiated by value 

based drivers. Commitments indicators are indicated by the terms that our human resources 

have a passion for advancing the organization, willingness to make sacrifices, emotional 

attachment and common interest to the organization. Meanwhile, the values based drivers 

indicators is indicated by the terms that our organization is more oriented to morality which is 

based on the belief in the afterlife, the values of our business organization are intended as a 

religious and encourage the quality of life harmony. 

Sixth, the steps to develop Islamic entrepreneurs so as to improve organizational 

performance can be conducted through a commitment initiated by economic drivers. 

Commitments indicators arc indicated by the terms that our human resources have a passion 

for advancing the organization, willingness to make sacrifices, emotional attachment and 

common interest to the organization. Meanwhile, the economic drivers indicators is indicated 

by the terms that our organization heightens the welfare of employees , encourages the 

financialexchange and concerns about the businessenvironment. 

3. Theoretical Implications 

The study of literature explains that Islamic entrepreneurship will improve the 

organizational performance of SMEs in Semarang. The variables included in this study are 

value-based, social, enviromental, economic drivers , organizational commitment, culture and 

performance. The theoretical implication of Islamic entrepreneurship towards the 

improvement the organizational performance of SMEs in Semarang is reflected on some of 

the findings of the study as follows: 

The first research finding based on testing on the 1st, 2nd and 3rd variable 

emphasizes that the organizational commitment is influenced by social, value-based, and 

economic drivers with the level of Squared Multiple Correlations of32.3%. According to 

Klane (2002) the influence of 10% to 50% is categorized as medium. These findings support 

the previous study by Basheer (2010) that Islamic Entrepreneurship includes some 

characteristic of value based, social, enviromental and economic drivers. Moreover, Morgan 

and Hunt ( 1994) explains that the shared values illustrate the extent to which the objectives, 

policies and beliefs adopted by the parties arc carted out.Then, the united perception will 

increase the value of relationships and contribute to commitment ( Sirdeshmukh, Singh, and 

Sabo: 2002). 

The second research findings based on testing on the 4th hypothesis strengthens that 

the organizational culture variables is influenced by enviromentsl drivers with the value of 

Squared Multiple Correlations of5% . According to Klane (2002), the influence of 0% to 

10% is categorized as low criteria. This finding supports the previous study developed by 

Sharma and Arrogant-Corera (2003). The contingency theory states that the organizational 

performance is a result of the adjustment between the internal variables with environmental 

variables. The big difference in the intensity of the diversity of the external environment 
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indicators is indicated by the terms that our organization is more oriented to morality which is 

based on the belief in the afterlife, the values of our business organization are intended as a 

religious and encourage the quality of life harmony. 
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requires different intensities in decision making. This is done in order to adjust the company's 

resources with the prevailing external environment. The study by George Balabanis and 

Stavroula Spyropoulou (2006) shows that the changes in organizational culture based on the 

difference of the intensity of the external business environment produces a higher 

competitiveness. 

The third research findings based on the test on 4th hypothesis empasizes that the 

organizational culture variables are influenced by enviromental drivers. Moreover, it is also 

supported by the 6th and 7th hypothesis that the organizational performance variables is 

influenced by the organizational commitment and culture with the value of Squared Multiple 

Correlations ofl3.6% . According to Klane (2002) the influence of 10% to 50% is 

categorized as medium. This finding support the previous study by Hessket & Kotter (1992) 

at 200 companies in several countries in Asia, Europe and America which finds that a strong 

and adaptive culture has a strength and a real contribution toward the improvement of 

organizational performance in the long run. Moreover, the high commitment will improve the 

organizational performance (Gary J. Greguras: 2009). 

4. Managerial Implications 

Based on the findings of this study, the priority of the managerial implications of the 

model of Islamic Entrepreneurship toward the improvement of SMEs' organizational 

performance arc as follows: 

a. Islamic enhepreneurship 

Islamic entrepreneur has four characteristics; economic, social, drivers 

environmental and value-based drivers. Realizing that the condition of Indonesian 

Moslems are very dominating, the presence of Islamic entrepreneurship is the answer to 

solve the problem in a turbulent society. Therefore, A Moslem entrepreneur ought to 

strive for balance between hablum-minallaah and hablum-minannas. Then, the economic 

value serves as a key driver in the exchange. The economic concept lays the foundation of 

equity on everything given by Him to His servants. Equitable here is irrespective of how 

and who it is, but it focuses on an absolute right, that everything given by Him to His 

servants is the solely rights and belongs to God. The orientation of business and 

investment efforts to Hereafter is (intended as a totality of worship and obedience to 

God), then the business itself should be in line with the moral rules that arc based on 

belief in the afterlife. The business actor or the company is expected to be no deliberate 
contradiction between words and deeds in his business. Businessman must pay his 

promise, be on time, acknowledge weaknesses and shortcomings (not covering up), and 

always improve the quality of goods or services on an ongoing basis. 

b. Organizational culture. 

The more members accept the core values; approve the level of interest and feel 

bound, the stronger the culture of the organization will be. Therefore, adaptability is an 

important variable to be considered in explaining the meaning of organizational culture 

for organizational success. 

c. Organizational commitment 
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Sense of belonging is figured out by the distribution of involvement in a variety 

of important activities within the organization. These conditions will be able to increase 

the emotional bond to the organization. In addition, the socialization of the vision and 

mission of the organization to all members of the organization will persuade employees 

that they have a common interest in the implementation of the business processes. 

5. The Limitations of Research and Future Research Agenda 

The test results of a full model SEM shows that the model meets the data or fit with 

the data used. However, there are two conformance tests which arc marginally accepted, those 

are the Goodness of Fit Index (GFI = 0.853) and Adjusted Goodness of Fit Index (AGFI = 

0.814). 

The variable of the organizational culture is influenced by enviromental drivers with 

the value of Squared Multiple Correlations of5% . According to Klane (2002), the influence 

of 0% to 10% is categorized as low. These conditions indicate that there is an interesting area 

of study related to the organizational culture antecendent. 
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