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Abstract

This study aims to solve the problems that occur in the culinary business in
Tasikmalaya which is currently easy to go out of business. Therefore it is
necessary to find a useful model to solve the problem through testing the ability
to prepare financial statements and managerial ability in improving the
performance of SMES/MSMEs, especially on culinary business in Tasikmalaya.
Through the research will be known the influence of the ability to prepare
financial statements and managerial ability on performance, so that in the short
term management will know how the benefits obtained if culinary entrepreneurs
are ability to prepare financial statements well and improve managerial ability.
The method used is through survey and analyzed using regression model
through multiple regression analysis with the help of Smart PLS. The results
showed that the ability to prepare financial statements has a positive effect on
the performance of culinary business in Tasikmalaya City, managerial ability
does not affect the performance of culinary business in Tasikmalaya City. Thus
culinary business owners need the ability to prepare financial statements so that
entrepreneurs are able to analyze the condition of their business through
information generated from the financial statements.

Keywords: ability to prepare financial statements, managerial ability,
performance

1. INTRODUCTION

Micro Small and Medium Enterprises (MSMEs) and Small Medium
Enterprises (SMESs) in Indonesia is one of the powerful people of the people's
economy, able to show its existence by staying survive in the face of changes
in the business world since the monetary crisis that occurred in Indonesia in
1998 and continued with the global crisis in 2007-2008. According to Urata
(2000) on the role of SMEs seen from his position as a major player in the
economic activities of various sectors, the largest employer, an important
player in the development of regional economic activities and community
empowerment, creators of new markets and innovation, for SMEs who have
gone international SME contributed to maintaining the balance of payments
through its contribution to export.

In undertaking the Asean Economic Community (AEC) especially in
2018, SMEs in Indonesia should be able to improve competitiveness and quality
of self and can capture every opportunity that exists to remain exist in the
national and international economy. Including culinary SMEs in the City of
Tasikmalaya which is currently getting a lot of competition with similar
products both from other regions and from abroad with the presence of fast food
and so forth. In addition, the current technological developments are
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progressing very rapidly so that impact on all human activities, especially
economic activity (Firmansyah & Wahid, 2016).

In general, despite having a strategic role, developing the performance
of SME/MSME is not an easy thing. Management issues, especially in financial
management and the preparation of financial reports are very influential on the
development of SME/MSME performance. However, the implementation of
financial staement preparation on SME/MSME including culinary business in
Tasikmalaya City is still very weak. This weakness is evidenced from the results
of research Sukmana and Firmansyah (2014) which shows that the highest
problem in the preparation of financial statements in accordance with the
standard (SAK-ETAP) is due to unprofessional management and do not know
SAK ETAP. This is due to low education and lack of understanding of Financial
Accounting Standards and only focus on the work (Firmansyah & Wabhid, 2018)
so that SMEs are still concurrently tasks in running their business in marketing,
operations, managing human resources and finance as well as transactions are
still simple .

Financial Statement is a tool of business condition picture (whether
progress or setback), accurate and timely decision makers and responsibilities
on management and most importantly is understanding the meaning of profit or
loss derived from the results of his business. Therefore, financial statements are
very useful for assessing business performance and can help in facing problems
in running a business. So to achieve a good performance one way is to organize
the preparation of good financial statements. However, the problem that occurs
is that many culinary entrepreneurs only record the amount of money
received/payed, the amount of raw materials purchased, goods sold, and the
amount of accounts receivable or debt does not follow the guidelines in the
preparation of the actual Financial Statement. This will make it difficult for
them to measure and prove their business performance. Evidently many
culinary entrepreneurs who easily folded. Whereas with the ability in preparing
financial statements it can improve performance. This is evidenced by the
results of research Whetyningtyas (2015) who conducted research on
embroidery and convection entrepreneurs in the District Kudus said that the
ability to prepare financial statements have a significant effect on SME
operational performance. Although there are other studies that mention that the
ability to prepare financial statements does not significantly affect the
performance of SMEs (Harahap, 2014 and Nurlaela, 2015).

In addition, other factors that influence the operational performance of
SMEs are managerial ability. Managerial ability is a process or activity that
explains what managers do in their organization's operations to plan, organize,
initiate, and control operations. According Hasibuan (2003) managerial ability
is the ability or leadership skills to carry out management functions. In the field
of management, the factor of managerial ability is very important and decisive,
because these factors relate to the principal activity of an organization that is
leading the organization concerned in an effort to achieve the goal. They plan
by setting strategies, goals and choosing the best moving directions to achieve
what is planned. Therefore, if the culinary businessman in Tasikmalaya has
good managerial ability then it will be able to maintain its business even able to
improve its performance. This is as described by Sumanto (2004) in the results
of his research mentions that the managerial ability positively affect the
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performance. Although there is still research that says that the managerial ability
does not affect the performance of the business (Nurhasmansyah et al, 2015).

Therefore, based on the exposure and some research results above, in
order to maintain and improve the performance of culinary business in
Tasikmalaya City, the authors want to examine the model of performance
improvement for culinary business in Tasikmalaya City.

2. LITERATURE REVIEW
2.1 Small Medium Enterprises

According to Law No. 20 Year 2008, the so-called Small Business is an
entity that has the following criteria:

1. Net assets of more than Rp 50,000,000.00 (fifty million rupiah) up to a
maximum of Rp 500,000,000.00 (five hundred million rupiah) excluding
land and building of business premises; and

2. Having annual sales of more than Rp 300,000,000.00 (three hundred
million rupiah) up to a maximum of Rp 2.500.000.000,00 (two billion five
hundred million rupiah).

While Medium Enterprises is a business entity that has the following
criteria:

1. Net assets of more than Rp 500,000,000.00 (five hundred million rupiah)
up to a maximum of Rp 10,000,000,000.00 (ten billion rupiah) excluding
land and building of business premises; and

2. Having annual proceeds of more than Rp2,500,000,000.00 (two billion five
hundred million rupiah) up to a maximum of Rp 50,000,000,000.00 (fifty
billion rupiahs).

Some Characteristics of Small Business are as follows:

1. The type of goods or commodities cultivated are generally not easy to

change;

The location / place of business is generally settled not to move;

3. In general already doing financial administration though still simple,
corporate finance has begun to be separated with family finances, has made
a balance sheet of business;

4. Already have business license and other legality requirements including
NPWP;

5. Human resources (entrepreneurs) have experience in business
entrepreneurship;

6. Some have access to banking in the case of capital requirements;

7. Most have not been able to make good business management such as
business planning.

While the criteria of Medium Enterprises are as follows:

1. In general, have better management and organization, more regularly even
more modern, with a clear division of tasks, among others, the financial,
marketing and production sections;

2. Conducting financial management by applying the accounting system
regularly, making it easier for auditing and assessment or examination
including by banking;

3. Have done the rules or management and labor organization, there has been
Jamsostek, health care etc;

N
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4. Already have all the legality requirements such as permit neighbors,
business permits, place permits, NPWP, environmental management efforts
etc;

5. Already access to banking funding sources;

6. Generally have trained human resources. (Suhardjono, 2003: 33)

2.2 Business Performance
Harahap (2014) explains that the operational performance is all the work

obtained from all business activities in certain periods to realize the goals of the
organization or company. Performance in organizations or businesses, can be
grouped on strategic performance, administrative performance and operational
performance. Strategic performance is typically associated with strategies in
strategic policy adjustment in the hands of top managers because it involves the
strategy of dealing with outsiders, as well as strategic performance should be
able to create a vision for the future about the macroeconomic conditions of the
country that affect the sustainability of the organization; Administrative
performance relates to the performance of the administration of the
organization, including the administrative structure governing the authority
relations (authority) and the responsibilities of the person occupying the
position or working on the units within the organization. In addition,
administrative performance is related to the performance of the information
flow mechanism among work units within the organization, in order to achieve
synchronization of work between work units; Operational performance is
related to the effectiveness of the use of each resource used by the organization.
The ability to achieve the effectiveness of the use of resources (capital, raw
materials, technology and others) depends on the human resources that do.

Business performance measured in this study is the operational
performance which is all the work obtained from all business activities in certain
periods to realize the goals of the organization or company. So this becomes
important especially in conducting an assessment of operational performance of
Culinary Business of Tasikmalaya City. For more details here are the
operational performance indicators:
= Ability to Increase Selling
= Ability to Increase Customers
= No Difficulty Restoring Credit
= Able to Increase Profits
= Able to Develop Capital
= More careful in taking a decision
= Faster in Reading Opportunities

2.3 Ability to Prepare Financial Statements

Financial Statements is basically the result of an accounting process that
can be used as a tool to communicate between financial data or activities of a
company with parties concerned with data or activities of the company.
According to the Indonesian Institute of Accountants (2015) the financial
statements are part of the financial reporting process, usually including the
statement of financial position, income statement, cash flow statement or fund
flow statement), other records and reports and explanatory materials that are an
integral part of the financial statements . An entrepreneur must periodically
know the financial position as well as the results of his company's operations,
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know the source and use of the funds obtained, plan and make corrective
decisions. For that, required a Financial Report for his business.

Accounting information has an important role to achieve business
success, including for small businesses (Magginson et al., 2000). Accounting
information can be a reliable basis for economic decision making in small
business management, including market development decisions, pricing and
more. Provision of accounting information for small businesses is also needed,
especially for access to government subsidies and additional capital access for
small businesses from creditors (Banks).

Ability to prepare financial statements owned by SME actors in this
research is more emphasized on intellectual ability. Intellectual ability is the
ability needed to perform various mental activities, thinking, reasoning, and
solving problems (Robbins, 2008: 56-66). The intellectual ability possessed by
a person shows a person's level of intelligence so that the person will be easier
in solving problems during work, faster developing self-ability and finally able
to do the job well. So with the intellectual ability, a businessman SMEs can
prepare financial reports well, which ultimately the performance of SME
increased.

The following indicators of intellectual ability according to Robbins
(2008):

1. Numerical Intelligence: the ability to calculate quickly and precisely.

2. Verbal Understanding: the ability to understand what is being read and
heard.

3. Perceptual Speed: the ability to recognize similarities and visual differences
quickly and precisely.

4. Inductive reasoning: the ability to recognize a logical sequence in a problem
and then solve that problem.

5. Deductive reasoning: the ability to use logic and assess the implications of
an argument.

6. Space Visualization: the ability to imagine how an object will appear if its
position in space is changed.

7. Memory: the ability to hold back and recall past experiences.

The better someone in preparing the financial statements will improve
performance because if someone is able to know the financial condition of the
company so soon will be the evaluation material to continue to increase profits
business. The existence of the influence between the ability of preparing
financial statements on the performance has been proven by the research results
Whetyningtyas (2015) who conducted research on embroidery and convection
entrepreneurs in the District Kudus said that the ability to prepare financial
statements have a significant influence on SME operational performance.
Therefore the first hypothesis proposed in this study are:

H1: Ability to prepare financial statements has a positive effect on the
performance of culinary business in Tasikmalaya City

2.4 Managerial Ability

Managerial is the application of economic theory and decision science
analysis tools to discuss how an organization can achieve its goals or intentions
in an efficient way. According Tangkilisan (2005: 10) managerial ability is the
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ability to utilize and mobilize resources to be driven and directed to the
achievement of goals through the activities of others. To be able to achieve the
goals that have been determined then the leadership or entrepreneur of a
company must have the ability to implement management principles
commonly known as managerial ability.

Meanwhile, according to Winardi (1995: 4) in Setyanusa, (2009), states
that "Managerial ability is the ability to take action planning, organizing,
implementation, supervision conducted to achieve the target set".

As for some indicators of managerial ability are as follows:

1. Planning

2. Organizing

3. Supervision

4. Assessment

If these indicators of managerial ability are well done to the company, it
will improve the quality of the business and will ultimately improve its
operational performance. Therefore, there is a link between managerial ability
and business performance. The better the managerial performance will lead to
an increase in operational performance. This has been proven by Sumanto
(2004) in the results of his research mentions that the managerial ability
positively affect the performance. So the second hypothesis proposed in this
study are:

H2: Managerial ability has a positive effect on culinary business performance
in Tasikmalaya City

3. RESEARCH METHOD

Referring to the characteristics of the research, the method used in this
study is survey and explanatory, because this research is included in survey
research using a quantitative approach framework. This approach aims to
collect data from a number of cases and measure the symptoms that exist. In
this study, information collected from the respondents through the use of
questionnaires with the unit of analysis is the culinary business in Tasikmalaya
City.

3.1 Population and Sample

The population in this research is all the culinary business in
Tasikmalaya City which is joined with Tasikmalaya Culinary Community
(KWKT) which is 483 entrepreneurs. Of the existing population, the samples
taken using the Slovin formula. This method is used to simplify the data
collection and has been widely used. The number of samples according to the
Slovin formula are:

N
N = ===

1+N(e)?
where:
n = sample size
N = population size
e = % leniency inaccuracy due to sampling error
so the number of samples are:

483
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1+483 (0,1)?
483

et = 82,85 rounded of = 83 samples

5,83

So that the number of samples to be studied are 83 culinary
entrepreneurs in Tasikmalaya City.

3.6 Operationalization Variables

Variables in this study consists of independent variables that is the
ability to prepare financial statements and managerial ability. Dependent
variable is operational performance. For more details the variables in this study

are as follows:

Table 1 Operationalization of Research Variables

Variable Concepts Indicators Scale
Independent ~ Ability to prepare - Numerical Intelligence Ordinal
Variable financial statements - Verbal Understanding

owned by UMKM - Speed Perceptual
Ability to actors in this research - Inductive reasoning
prepare is more emphasized - Deductive reasoning
financial on intellectual ability. - Space Visualization
statement Intellectual ability is - Memory

the ability needed to

perform various

mental activities,

thinking, reasoning,

and solving problems

(Robbins, 2008: 56-

66).
Independent  Ability to utilize and - Planning Ordinal
variable mobilize resourcesto - Organizing

be mobilized and - Supervision
Managerial  directed for the - Assessment
Ability achievement of goals

through the activities

of others (Tangkilisan,

2005: 10)
Dependent Al results obtained - Ability to Increase Ordinal
Vaiable from all business Turnover

activities in certain - Ability to Increase
Operational  periods to realize the ~ Customers
Performance goals of the - No Difficulty Restoring

organization or
company. (Harahap,
2014)

Credit

- Able to Increase Profits
- Able to Develop Capital
- More careful in taking a
decision

- Faster in Reading
Opportunities
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3.7 Analysis Technique

To measure the effect of the ability to prepare financial statements and
managerial ability on operational performance, multiple linear regression is
used with the formula:

OP = a +b1AFS: + b2MA2

where:
OP = Operational Performace
a = Constanta
bi2 = Coefficient Regresion

AFS = Ability to Prepare Financial Statement
MA = Managerial Ability

In performing data analysis, then data processing using SmartPLS 3
program.

4. RESULT AND DISCUSSION
4.1. RESULT

The spread of questionnaires conducted during March to May 2018
through two ways, namely, conducted by the researchers themselves by making
direct visits to all places of business that became the object of research, and
through visits to the exhibition. In this study the authors divide the
characteristics of respondents based on position positions, gender, educational
background, education level and length of work in the current position. It is
intended that in conducting the research get a sample description of the
respondents in answering the research questionnaire.

Table 2 Respondent Characteristics

Categories Amount Percentage
Age of <5 years 52 62,65
business S5years<..<10 24 28.92
years
10 years < ... 7 8,43
Total 83 100,00
Education High School 17 20,48
Diploma 13 15,66
Bachelor 44 53,01
Master 9 10,84
Total 83 100,00
Age of < 20 years 14 16,87
Owner 20 years <..< 30 26,51
years 22
30 years <..< 40 39,76
years 33
20 years > 14 16,87
Total 83 100,00

From table 2 above we can see that the respondents in this study who
have a business duration of less than 5 years are as many as 52 people or
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62.65%, have a business length of 5 to 10 years as many as 24 people or 28.92%
and who have a long business more than 10 years as many as 7 people or 8.43%.
While respondents who have high school education is as many as 17 people or
20.48%, who have D3 education is 13 people or 15.66%, who have S1 education
is as many as 44 people or 53.01% and who have S2 education as much as 9
person or 10.84%. So the average of the majority of entrepreneurs is Bachelor.
Furthermore, respondents who have age below 20 years are as many as 14
people or 16.87%, who have ages 20 to 30 years as many as 22 people or
26.51%, who have ages 30 to 40 years as many as 33 people or 39.76% and who
have age above 40 years as many as 14 people or 16,87%. So that the majority
of respondents are entrepreneurs aged 30 to 40 years.

4.1.1. Evaluation of Outer Model

The Outer model specifies the relationship between the latent variable and
its indicator or manifest variable. The Outer model defines how each indicator
block corresponds to its latent variable. Here is an initial model image that is
processed using Smart PLS 3.0 application.

y1.1
y1.2
y1.3
y1.4

y1.5

y1.6
.
y1.7

Figure 1 Output PLS (Loading Factor)

a. Convergent Validity

Model evaluation can be done using convergent validity on the reflexive
model by looking at factor loading values. The loading factor values vary but
some experts suggest above 0.4 by looking at the outer loading values. In this
study the indicator on each variable is not all declared valid because there is still
an indicator value less than 0.4, so researchers first remove the invalid indicator
so that the new model is produced.
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According to the provisions, the value of AVE should be above 0.5 so
that in this study has fulfilled the requirement that the indicator is valid.
However, if there is an AVE value above 0.4, then the Average Variance
Extracted (AVE) value can still be considered.

Composite reability measures internal consistency and its value should
be above 0.7. The table below explains that this study is in compliance with the
Composite reability value standard because it is> 0.7.

Reability test reinforced with cronbach alpha where expected value> 0.7
for all constructs. The table below explains that this study is in accordance with
the standard value of cronbach alpha because its value> 0.7.

Table 3 Evaluation of Outer Model

Variables Average Variance ~ Composit Cronbach’s
Extracted (AVE) Reliable Alpha
Ability  to prepare 0.717 0.924 0.898
financial statement
Managerial ability 0.410 0.802 0.748
Operational performance 0.414 0.726 0.745

Source: Output SmartPLS

4.1.2. Evaluation of Inner Model

Inner model specifies the relationship between latent variables (structural
model) which describes the relationship between latent variables based on
substantive theory.
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a. R-Square

It is the coefficient of determination in the endogenous constructs
described in the table below.

Table 4 Evaluation of R-Square

Variables R Square
Ability to prepare financial statement 0
Managerial ability 0
Operational performance 0,228

Source: Output SmartPLS

Based on table 4 can be explained that business performance can be
influenced by the ability to prepare financial statements and managerial ability

of 22.8%. While the rest of 77.2% influenced by other factors that are not
researched.

b. Test of Hypotesis

Hypothesis testing in this study by looking at the results of data
processing in the Path Coefficients section as in table 5 below.

Table 5 Path Coefficients

Relationship between variables Original T statistik P value Conclussion
Sample (O)
Ability to prepare financial 0.438 5.731 0.000 Significant
statement -> operational
performance
Managerial Ability -> operational 0.144 1.241 0.215 Not
performance Significant

Source: Output SmartPLS
Based on table 5, it is explained that the ability to prepare financial

statements affect the operational performance, t count of 5.731 (greater than
1.96) so that the first hypothesis accepted. Managerial ability does not affect the
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operational performance, t count of 1.144 (smaller than 1.96) so that the second
hypothesis is rejected.

4.2. Discussions

The results of this study indicate that the ability to prepare financial
statements has a significant effect on operational performance. These results
prove that accounting information generated from the process of preparation of
financial statements is an important part in running the company's operations,
especially in the culinary business sector. Information generated from the
financial statements will provide important information as it will provide an
explanation of the company's assets including debt and net worth. In addition,
through the financial statements will be informed of its performance in the form
of profit generated. Thus the business owner will make the policy through the
evaluation made from the financial statements and strategies in order to improve
business performance. Therefore this research shows that a culinary
entrepreneur who has the ability in preparing financial statements will facilitate
in improving business performance. Through this research shows that the
financial statements will give a significant effect to the improvement of business
performance, especially on the culinary business in Tasikmalaya. Success in
current business competition will be reflected through the financial statements
if the owner of the company is able to prepare financial statements well. This
result is in accordance with the research of Whetyningtyas (2015) who
conducted research on embroidery and convection entrepreneurs in Kudus
District mentioned that the ability of preparing financial statements has a
significant influence on the operational performance of SMEs.

In addition, the results of this study also found that managerial ability
does not affect the operational performance. These findings indicate that a
business leader in running his business will exert all his ability in managing his
efforts to achieve good performance. Policies, strategies, implementation and
supervision made in order to obtain maximum results. But all the activities he
did not improve the performance of his business. This of course becomes a
finding that gives enough picture that managerial ability certainly not enough
be base to improve its performance. Management should not forget important
information related to policy making. One such information is in the financial
information presented on the good financial statements.

Company management must has a basic footing in making decisions,
especially financial information that describes the condition of the company. So
the ability of a person in running his business will not necessarily get a good
performance if not see the financial information generated. The results of this
study is certainly not in line with the results of research Sumanto (2004) in his
research that mentions that the managerial ability positively affect the
performance.

5. CONCLUSSIONS AND SUGGESTIONS
Based on the results of analysis and discussion, it can be concluded as
follows:

1. The ability to prepare financial statements has a positive effect on the
performance of the culinary business in Tasikmalaya City. This shows that
entrepreneurs who have the ability to prepare financial statements will
certainly be better in improving business performance.
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2. Managerial ability does not affect the performance of culinary business in
Tasikmalaya City. This shows that the managerial ability is not enough
capable in order to improve business performance, because there are
important things that must be considered by the leadership as the basis of
business policy.

In addition, the authors provide suggestions that are expected to provide
benefits to the parties in need. The suggestions are as follows:

1. For the culinary business owner in Tasikmalaya City in particular, it is
necessary to increase the capability in preparing financial statements. This
is important because as a basis for policy making on the business it is
running.

2. In the case of lack of knowledge in preparing financial statements, it is
necessary training from government or from educational institutions.

3. For further research, the researcher will add variable research, location and
object of research in order to found new model in finding factors
influencing business performance especially SME sector.
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