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Tha Relatanship bebtesen Industry Life Cyche, Competitive Stategy and Small Firm Performanooe
A Casa Sthudy - Small Service Firms In Padang

Tresis by Hatizal Galur

Tne ohjective af this rasaarch i la examina Lha relalianship betwean industry life cycle,
compefifive slralegy and small fimy performance af smail service firms in Fadang. The daia
used for this reseanch is primaery deta which collzcled by fisld survey from tha awnar of small
senvica firms in Padang. The amount of 2ample used is 132 respondents. Dependeant varable
for this research is amall firm financial perormance &nd independent vanable for this ressarch
is Incusiry Ife oyvcle which consisted of introduction lage, growdh slage, malunty slage and
decline sigpe. Competitive stralegy i3 mediating (intersening varable) beth relaticnzhip. The
resulls show fhal growth stage ard maturity siage indluence firm financial perommance
significantly. While, introduction stags and decline sizge do not infuence firn financial
perfarrmance. Then, compeliinve strategy mediates relationship betweon growth slage and firm
firancial pedfarmance parlialy and i alse mediales relationship bebween malunty stage and
fimm financial peformance fully. The ragagreh implication is disecussed mara in ihis thess,
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CHAFTER |

INTRODLUCTION

1 Background of the Research

small Enterprise 15 one of force power for economic growth, [ts movement
S s feant o create growth and Job's vacancy laster, Small Enterprise is also
‘=i enough, adaptable with market demand Auctuation, diversified, and could
s sgmificant contribution for national economic growth,

‘n Padang, Small Enterprise becomes one of living source of society,
Sees oa data Feonomy survey 2006 of BPS (Badan Pusat Statistik) of West
Samars there are 1E.634 small enterprises spreading in form of various business
w=ore o Padang or approximately 25.04% of total small enterprise in west-
camarr This amount of enterprise could absorb labor for 57,791 peoples or
wmrmemately 27, 67% of the total labors are absorhed by small enterprise in
=il

SPSI008) categories business sectors included small enterprise in some
Semmess calegories, namely Mining and Digging (C), Processing Industry (D),
S, Gas and Water (E), Construction (F), Wholesaler and Retailer (G),
sessmeodations and Food Beverage (H), Transponation, Warehousing and

~mmemcztion (1), Financial Agent (J), Real Estate, Remt service (K,

“fucmena] Service (M), Health Service and Social Activity (N), Societal service,
oo & Culwre, Enfertainment amd  Sole  preprictorship (0% and  Sole

peprecesiug service for houscheld (17).



Then based on data from Dinas Perindustrian, Perdagangan, Pertambangan

o Soerg) (DISPERINDAGTAMBEN) Padang (2008) in file growth of husiness

!

cart from 2002 to 2008, there was an ingreasing of the number of small

|

mrses n Padang sbout 4 50 5 % per year. By increasing of the number of
T smizeprise every year, il signs competition in this sector become fercer
=i For keeping growth and exist in facing competition, an enterprise must
s competitive strategy in order o differentiate their business with competitor
S e schieve firm superior performance,

= tusiness movement, Industrics experience a similar cvele of life. Just as
o s=mam s bom, grows, matures, and eventually cxperiences decline and
ey death, so too do indestries. The stages are the same for all industries,
= mossnes oyele through the stages in various lengths of tme. Even within the
s ooy, various fims may be at different life cycle stapes. Strategies of a
o= =2l as of competitors vary depending on the stage of the life cycle, Some
e even find new uses for declining products, thus extending the life cyele,
== s products sbroad in hopes of extending their life (Encyclopedia of
S Sasimess, Ind od., 2002)

= =2ch stage of an industry’s life cycle, companies seeking to outperform
Sew comoetitons face the challenge of selecting the most effective competitive
SEm=n Coepetitive environments and firms” performance ohjectives may vary
s across dndustry life oycle stages. Thus, competitive stratepies that
e e best omay also differ. For oexample, firms competing in the
Essen saze face a high degree of uncertainty as o who their competitors

e cosomers are and the amount and nature of demand for their products.
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CHAPTER YV

CONCLUSION, LIMITATION, AND RECOMMENDATION

3.1 Conclusion of the Research

according to the data analysis and the result performed within this
cesearch, writer concludes that the resparch is conducted o observe the
~2lationship between indusiry fife cycles and firm financial performances which is
mediated by competitive strategy. The respandents are the owner of small service
Grmis in Padang. From 132 respondents is found that most of the respondents are
- socictal service, colture and enteriainment busmess sector. The most level of
Grm ape < 5 years old. Most of the respondents are in growth stage of life cyele
=nd emphasize low cost stralegy.

Result of hypotheses testing using multiple regression analysis shows
‘ndustry life eycle significantly influences firm financial performance. Partially,
Crowth stape and Matunity stape influence firm financial performance. Then,
‘ndustry life cycle significantly influences competitive strategies, Partially, all
Semension variahle of Industry life cycle sipnificantly influence firm financial
—erformance

Result of hypothesis testing using simple regression analysis found that
Compeitive  strategy  sipnificantly influences  firm  fnancial - performance.
= mhermore the Tesult of hierarchical regression to test mediation function of
- petitive strategy are found that competitive strategy medintes relationship
~erween Industry life evcles and Hirm financial performance. |t found that first

competitive strategy mediates {partial mediation) relationship between growth

w7
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