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Abstract: The aim of this paper is to examine the influence of action-based 
approach and the effectiveness of entrepreneurship education program on 
entrepreneurial competency and students’ business performance. The analysis 
used is structural equation modelling (SEM) which is using AMOS version 21 
to process the data. The result showed that action-based approach has 
significant positive influence to entrepreneurial competency. Entrepreneurial 
competency which grew in students’ awareness was able to influenced business 
work that developed. The effectivity of entrepreneurship education program 
will give great impact to entrepreneurial competency growth and students’ 
business performance. 
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1 Introduction 

Entrepreneurship is the main engine to increase the economic growth of a country 
(Gorman et al., 1997; Rasmussen and Sørheim, 2006). Yeng Kiat and Shuhymee (2012) 
stated that entrepreneurship can be a catalyst to transform a country from the middle 
income to high income economy. Many countries invested substantially in developing 
entrepreneurial education through higher education institutions (Katz, 2003; Walter and 
Block, 2016). The higher education institutions are represented as contributor to 
entrepreneurship activity growth in Indonesia.  

Entrepreneurship education requires a blend of knowledge, skills and attitudes 
(Jones-Evans et al., 2000). Education of entrepreneurship is suggested to link between 
the theory and practice side. A strategy conducted through giving action-based approach. 
Action-based approach involves students not only to get knowledge but also to 
experience real problems that must be solved (Chan, 1994; Rimanoczy, 2007). Action-
based approach has an impact on improving students’ ability in solving real-world 
problems (Yam and Pun, 2005). 

Entrepreneurship is a course suggested in business school since 1970 (Lewrick et al., 
2010). It is not easy to apply entrepreneurship education. There are a lot of higher 
education institutions unsuccessfully apply the course. There are studies found that 
entrepreneurship education could not improve entrepreneurship skills and passion 
(Oosterbeek et al., 2010). The reason is ineffectiveness of applying entrepreneurship 
program. Gap of this research is very rarely researchers discuss about the impact of 
effectiveness of education programs on improving the competence and performance of 
business students. Many previous researchers discussed about the impact of the 
effectiveness of entrepreneurship education programs on entrepreneurship interests 
(Lekoko et al., 2012; Rengiah, 2013). Some explain its impact on the attitudes, 
motivations, and desires of a person to set up a new venture (Athayde, 2009; Fayolle, 
2005; Pittaway and Cope, 2007). The case at Ciputra University is very unique, where 
students already have business since their college and the business will be developed 
after they finish college. Our study provides input for knowledge in the form if the 
entrepreneurship education program is effectively executed, it will greatly affect the 
increase of entrepreneurial competence. The effectiveness of educational programs will 
also have an impact on the business performance developed by students as they go to 
college. This study is aimed to test the influence of action-based approach and the 
effectiveness of entrepreneurship education program in entrepreneurial and students 
business work competencies.  
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2 Literature review 

2.1 Action-based approach 

Entrepreneurship education literature that developed to explain the variety of learning 
environment is needed to support entrepreneurship education in university (Gibb, 2002). 
Traditional learning will result failure in graduating entrepreneur. Traditional learning 
only builds the knowledge of the entrepreneur (Jones and English, 2004) but not for 
attitude, mental, skill, and business character. It is needed action-based approach to give 
the real market experience to be entrepreneur. Furthermore, entrepreneurship education 
should focus in imagination, creativity, and risk taking in business; on the other hand, 
traditional business school tend to be focused in stressing quantitative techniques dan 
corporate but sacrificing creativity (Porter, 1994). 

Action-based approach becomes a learning method in entrepreneurial education. The 
central aspect from this approach is the centralistic perception, and a complicated 
relationship between action and understanding (van Lier, 2007). Action-based learning 
could be done through giving experience  through monitoring, coaching (Wijaya and 
Radianto, 2016), group discussion, trial, finding, peer learning with other students 
(Ravens, 1998) and give problem based learning about the latest issue in the real work 
environment (Zuber-Skerritt, 2002).  Smith and O’Neil (2003) explained there are action-
based approach program: participants solved real problems, participants discussed in 
smaller groups, solving real problems, supporting collaboration learning, and participants 
solved problem together with all students to get real condition to get experience. In this 
study, action-based approach followed by participants (Rimanoczy, 2007), those are the 
students. 

2.2 Entrepreneurial education program effectiveness 

Our study proposed that entrepreneurial education effectiveness has three important 
aspects. First, entrepreneurial education must have a clear outcome and able to reach it; 
second, suitable curriculum; third, the program should be able to improve students 
confidence. Entrepreneurial education must have a clear target (Charney and Libecap, 
2008; Harrison and Leitch, 2008). A well entrepreneurial education will develop 
students’ passion to an entrepreneur (Rasmussen and Sørheim, 2006).  

Basically, there is not a general agreement about what should be taught in 
entrepreneurial education (Brockhaus et al., 2001; Fiet, 2001). There are related 
literatures discussed what should be learned in entrepreneurial education. The mind-set is 
the key factor in entrepreneurial education (Laukkanen, 2000). Klofsten (2000) explained 
there are three main activities to stimulate entrepreneurship in a university. First, activity 
to create and manage the work hard atmosphere in the university, this is an integration  
of courses, research, and external activities. Second, the availability of separated 
entrepreneurial course to students. Third, special course training offered to those who are 
willing to begin their own business. 

A lot of studies found that entrepreneurship education would influence to 
entrepreneurial passion through kinds of entrepreneurial activities (Kautonen et al., 2013; 
Rauch and Hulsink, 2014; Walter et al., 2013). The direct impact of entrepreneurial  
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education program through new starting process, participants could redo the entrepreneurial 
process many times in their career through starting new company, new business area, 
doing better business management, or helping other entrepreneurs. 

2.3 Entrepreneurial competency 

Simply, competency is defined as minimum standard of work (Strebler et al., 1997). 
Entrepreneurial competency is collective competency consist of knowledge, skills, and 
attitude (Kyndt and Baert, 2015) that relevant to successful entrepreneurial activity 
(Mitchelmore and Rowley, 2010). From some literatures, at least there are two key 
definitions or terminology of competency: (1) competency as individual behaviour;  
and (2) competency as work standard minimum (Strebler et al., 1997). Competency is 
considered as individual ability to do work or actions successfully (Cheng and Dainty, 
2003). An understanding of the concept of competency and the usage in general is an 
important precursor in entrepreneurial competency discussion 

Entrepreneurial competency is identified as a collective relevant ability or skill to 
successful entrepreneurial activity. Entrepreneurship is often correlated to small  
and/or new development of small business (Nuthall, 2006), even though there is an 
improvement in entrepreneurship company and intrapreneurship (Zahra and Garvin, 
2000). In a research about learning behaviour, Chaston et al. (1999) saw a mode that 
influence to organisation and organisational learning, there are several efforts to build 
those through applying quantitative technique, especially in small company sector. 

In a competitive business atmosphere, competence entrepreneurs need attitude, 
intellectual, behaviour, and well-management. Therefore, the role of entrepreneurs in 
business is believed as limitation which learned through competency approach. As a 
requirement of entrepreneurial characteristics, competency approach is popular (Bird, 
1995; Chandler and Jansen, 1992). Bird (1995) defined that entrepreneurial competency 
is the main characteristics such as basic and specific knowledge, pattern, character, 
image, role, and skill to start business, survival, and/or growth.  

2.4 Student’s business performance 

Understanding business work determinant is the main interest researcher and business 
practitioners (Takata, 2016). However, there are a few researchers who focus in  
students business work in entrepreneurship education context. There are researches in 
entrepreneurship education but they are not focus in what students do about their 
business and the process. In this study, Ciputra is a university that aimed to graduate 
young entrepreneurs since they were still in collage. The students’ output is building 
business. To measure the work, the researcher focuses in Unit Kegiatan Mahasiswa 
(UKM) or Students’ Activity Units (SAU) work based approach. The reason of 
researcher focused in this topic is most of students’ businesses are small scale businesses. 
Therefore, the work used in this study is small and average business work. 

There are sizes of UKM stated by experts. Ardyan (2016) defined SMEs performance 
is SMEs achievement to gain profitability and business target growth. Another researcher 
explained that the SMEs focus work is in monetary, such as gross profit and net and net 
sales revenue (Minchna, 2009), financial profitability, ROI (Bakar et al., 2014; Sok et al., 
2013), cost control and cash flow (Carey, 2015).  
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3 Hypothesis 

3.1 Action-based approach and entrepreneurial competency 

Explained by some writers that believed competency could be changed, learned, and 
achieved through experiencing, training, and tutoring (Man et al., 2002; Volery et al., 
2015; Wagener et al., 2010). Johannisson et al. (1998) found that action-based approach 
(university training) influence to the ability of students to act. Yam and Pun (2005) 
action-based approach will motivate solving problem in open-minded manner which 
trained skills through action. Creativity is the basis of action-based approach (Yam and 
Pun, 2005). Those reactions are used to give solution to problems faced by students. 
Solution is important part in action-based approach. Furthermore, Yam and Pun (2005) 
explained that developing solution will impact to the improvement of skills in identifying 
and analysis experience, reflection, and feed-back. 

H1: Action-based approach has positive and significant influence to entrepreneurial 
competency. 

3.2 Effectiveness of entrepreneurship education program and entrepreneurial 
competency  

Linan (2004) tried to explain steps from the main goal that could be achieved through 
entrepreneurship education program. First, consciousness to entrepreneurship; second, 
how to start business; third, entrepreneurship education dynamics; fourth, entrepreneurship 
education advance. Hamidi et al. (2008) explained the main goal of entrepreneurship 
education is improving consciousness and understanding of entrepreneurship. Rengiah 
(2013) explained that university must provide learning model and the best training to 
ensure the graduates will acquire knowledge of entrepreneurship, skills, attribute, and 
behaviour needed. Lekoko et al. (2012) explained that the main goal of entrepreneurship 
education is to make students conscious that entrepreneurship could be an option as a 
career choice. Effectiveness means entrepreneurship education program able to reach its 
goals. Entrepreneurship education is effective when all steps and goals achieved. The 
result must be appropriate with the target. 

A successful indicator of entrepreneurship education program is the core competence 
of entrepreneurship (Ben Nasr and Boujelbene, 2014). Karlan and Valdivia (2006) 
explained that training is very effective to improve individual performance in acquiring 
building business ability. Students are assumed to get confidence and motivation, 
proactive, creative, and to learn how to work in team (Junior Achievement Young 
Enterprise Europe, 2007). As well as many program, if the students think that the choice 
to do entrepreneurship could not be achieved, the impact of entrepreneurship education 
program would not effective to create skills (Oosterbeek et al., 2010). 

H2: Entrepreneurship education program effectiveness gives positive and significant 
influence to entrepreneurial competency. 

3.3 Entrepreneurial competency and students business performance 

Entrepreneur is an important part in business success (Man et al., 2002; Volery et al., 
2015). Entrepreneur’s role in business success could be indicated from the competency 
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(Wagener et al., 2010). Simply, competency is defined as standard minimum of 
performance (Strebler et al., 1997). Mitchelmore and Rowley (2010) concluded that 
entrepreneurial competency is important for business growth and success, and the 
understanding of competency’s characteristics and roles could have important 
consequence in practice. Ardyan and Putri (2016) research concluded that entrepreneurial 
competency could improve business performance. Competency needed are able to 
identify business opportunities, able to develop network, and able to think innovatively 
(Ardyan and Putri, 2016).  

H3: Entrepreneurial competency has positive influence and significant to students’ 
business performance. 

3.4 Entrepreneurship education program effectiveness and students’  
business performance 

Based on research conducted by van der Sluis and van Praag (2004), education will 
influence to entrepreneur’s performance if measured from when students/entrepreneur is 
in college. A tough entrepreneur is prepared from accurate education and experience. 
Training approach is also effective to individual performance who build a business 
(Kuratko, 2005), which individual performance will influence to business performance. 
We believe that entrepreneurship education program effectiveness influence to students’ 
business performance which will result better performance. 

H4: Entrepreneurship education program effectiveness has positive influence and 
significant to students’ business performance. 

The empiric research model used in this study is shown in Figure 1. 

Figure 1 Empirical research model 

 

4 Research method 

4.1 Sample 

Data obtained from the questionnaire distribution. The data is collected during April–
May 2017. There are approximately 300 students of Ciputra University, Indonesia who 
have business during college. The sampling technique in this research is simple random 
sampling. We took 160 respondents to study. One reason to use 160 respondents is that  
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the adequacy of samples for structural equation modelling is between 100 and 200 
respondent (Hair et al., 2010). In 160 respondents, 40 respondents were female and 120 
respondents were male. 

4.2 Measurement 

Every question in this study is prepared in closed questions. The measurement scale for 
each question using 7 scales, in which scale 1 shows completely disagree and scale 7 
shows completely agree.  

There are 4 variables that are investigated in this study, those are action-based 
approach, the effectiveness of entrepreneurship education program, entrepreneurial 
competency, and students’ business performance. Measuring variables needs indicators. 
Action-based approach indicators adopted from Jones and English (2004), Rimanoczy 
(2007) dan Smith and O’Neil (2003), which Entrepreneurship education based 
experience, Learn to solve real problem, and Entrepreneurship education based project. 
Indicators of effectiveness of entrepreneurship education program are the output of 
entrepreneurship program which set by Ciputra University, curriculum developed by 
Ciputra University is on target, program prepared by Ciputra University able to improve 
students’ confidence. Entrepreneurial competency indicators are adopted from Izquierdo 
et al. (2005), those are ability to evaluate business opportunity, able to identify and solve 
problems, ability to invent creative idea and innovative product, and ability to arrange 
business plan. Students’ business performance adopted from Acquaah (2012) those are 
students’ business have customer growth, students’ business have market growth, and 
students’ business have profit growth. 

4.3 Analysis 

Analysis in this research used Structural Equation Modelling. Amos version 21 is used to 
compute the data. Based on Anderson and Gerbing (1988) the process of data analysis 
SEM classified into two steps: (1) measurement model analysis, it is involved the 
beginning analysis and confirmatory factor analysis (CFA) to measure reliability and 
validly latent variable, and (2) structural model analysis, hypothesis is tested through 
observing line coefficient and the significance. 

5 Result 

5.1 Measurement model analysis 

Measurement model analysis conducted to test instrument’s validity and reliability. 
Validity test in this study used convergent validity (loading factor dan Average 

Variance Extracted (AVE)), and discriminant validity. Instrument which has good 
validity if loading factor and AVE score is above 0.50 (Hair et al., 2010). Table 1 
explained about loading factor dan AVE score which is above 0.50; therefore it could be 
concluded that the developed instrument has good validity. Besides loading factor and 
AVE, validity could be tested using discriminant validity. Validity discriminant is tested 
through comparing AVE root and its correlation between variables. AVE root square 
score must be above correlation score of variables. Table 2 explained about discriminant 
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variable test result. The AVE root square score is above variables correlation score; 
therefore it could be concluded that instrument developed has good validity.  

Reliability test in this study used Cronbach alpha and composite reliability. 
Instrument called reliable if Cronbach alpha score must be above 0.70 (Sekaran, 2003) 
and composite reliability score must be above 0.70 (Hair et al., 2010; Nunnally, 1978). 
Table 1 explained the result of reliability test. The Cronbach alpha and composite 
reliability scores are above the requirement; therefore it could be concluded that 
instrument developed has good reliability. 

Table 1 The result of validity and reliability 

Reflective scale (measured on 1–7 point Likert Scale) Standardised 
factor loading 

Action Oriented Approach (Cronbach’s α = 0.911; CR = 0.911; AVE = 0.774) 

 Entrepreneurship education based experience 0.884 

 Learn to solve real problem 0.877 

 Entrepreneurship education based project 0.878 

Effectiveness of Entrepreneurship Education Program (Cronbach’s α = 0.915; CR = 0.910; 
AVE = 0.772) 

 The output of entrepreneurship education program set by Ciputra 
University is appropriate to the target outcome 

0.951 

 Curriculum developed by Ciputra University is on target 0.825 

 Program set by Ciputra University is able to improve students confidence 0.855 

Entrepreneurial Competency  (Cronbach’s α = 0.911; CR = 0.909; AVE = 0.716) 

 Ability to evaluate business opportunity 0.781 

 Ability to identify and solve problems 0.866 

 Ability to create creative idea and innovative product 0.890 

 Ability to arrange business plan 0.843 

Student’s Business performance (Cronbach’s α = 0.894; CR = 0.905; AVE = 0.762) 

 Students’ business customer growth 0.909 

 Students’ business market growth 0.925 

 Students’ business profit growth 0.608 

Table 2 Validity determination 

 

Effectiveness of 
entrepreneurship 

program 

Action-
based 

approach 

Entrepreneurial 
capacity 

Student  
venture 

performances 

Effectiveness of entrepreneurship 
education program 0.879 0.334 0.545 0.386 

Action-based approach 0.334 0.880 0.654 0.463 

Entrepreneurial capacity 0.545 0.654 0.846 0.707 

Student’s business performances 0.386 0.463 0.707 0.873 
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5.2 Structural model analysis 

Goodness of fit could be explained as reference in measuring how well data observed 
appropriate to the assumed model (assumption). Goodness of fit agreed must be above 
the agreed score. This is the requirement of goodness of fit score: CMIN/DF must be 
under 2 (Ghozali, 2013); Root Mean Square Residual (RMR) must be < 0.05 (Ghozali, 
2013); Goodness of Fit Index (GFI) must be > 0.90 (Byrne, 1994; Cheung and Rensvold, 
2002; Hu and Bentler, 1995); Normed Fit Index  (NFI) must be > 0.90 (Byrne, 1994); 
Incremental Fit Index (IFI) must be > 0.90  (Hu and Bentler, 1995); Tucker Lewis Index 
(TLI) must be > 0.90 (Arbuckle, 1997); Comparative fit index (CFI) must be > 0.93 
(Byrne, 1994); Root Mean Square Error Of Approximation (RMSEA) must be < 0.80 
(Browne and Curdeck, 1993). The result of goodness of fit in this study is appropriate 
with the agreed requirement. This is the goodness of fit score: CMIN/DF= 1.404;  
RMR= 0.024; GFI= 0.925; NFI= 0.951; IFI= 0.985; TLI= 0.981; CFI= 0.955; and 
RMSEA= 0.050. 

There are four hypotheses in this study. All hypotheses in this study are accepted 
(H1–H4). The results of hypothesis test are as follow: first, action-based approach has 
positive and significant influence to entrepreneurial competency (β = 0.402; α<0.05); 
second, the effectiveness of entrepreneurial program has positive and significant 
influence to entrepreneurial competency (β = 0.303; α<0.05); third, entrepreneurial 
competency has positive and significant influence to student’s business performance  
(β = 0.658; α<0.05); fourth, effectiveness of entrepreneurship program has positive and 
significant influence student’s business performance (β = 0.244; α=0.002). Table 3 
explained about the result of hypothesis test. 

Figure 2 Full model result 
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Table 3 Hypothesis test result 

Hypothesis Result Explanation 

H1 = Action based approach → entrepreneurial 
competency 

β = 0.402* H1 accepted 

H2 = Effectiveness of Entrepreneurship Program → 
entrepreneurial competency 

β = 0.303* H2 accepted 

H3 = Entrepreneurial competency → Student’s 
business performance β = 0.658* H3 accepted 

H4= Effectiveness of Entrepreneurship Program → 
Student’s business performance 

β = 0.244* H4 accepted 

Note: * < 0.05. 

6 Discussion 

This study found action-based approach influenced positively and significantly to 
entrepreneurial competency. Learning process is the core point in entrepreneurship 
development process (Deakin et al., 2000). The way to do learning could be done through 
action-based approach. It is a learning approach to give as much as possible experience 
and solving reality problem on the field. Some researchers explained that competency 
could be changed, learned, and developed from experience, training, and coaching (Man 
et al., 2002; Volery et al., 2015; Wagener et al., 2010). Vance et al. (2011) studied about 
the successfulness of experience based approach which is very significant to help 
students in developing international business competence. Action-based approach is 
successfully applied in Ciputra University. This approach improves students’ 
competency. Students who used it will acquire 4 competencies, those are competency to 
evaluate business opportunity, to identify and solve problems, to create creative ideas and 
innovative products, and to arrange business plan. 

Entrepreneurship education effectiveness influenced positively and significantly to 
entrepreneurial competency and student business performance. The word “effective” 
means accurate. An accurate learning means that entrepreneurial education is appropriate 
to the vision of entrepreneurship education. A strategy to achieve accurate learning is 
through systematic learning process. A study explained that systematic learning process 
impacts to students’ innovation and creativity (Secundo et al., 2017). Systematics means 
curriculum and learning system is well-managed. Starting from the beginning of semester 
to the end of semester, curriculums are prepared using competence based approach. 
Meaning, the curriculum and the learning process main goal is to upgrade students’ 
competence in entrepreneurship. Entrepreneurship education effectiveness improves 
students’ competence easily to learn course materials and business practices. Students 
who are able to learn will improve their entrepreneurial competency (Rae and Carswell, 
2000). Entrepreneurship education successfulness will impact to students’ skills, 
knowledge, and competency to develop their business (Man, 2006).  

Besides competency, entrepreneurship education effectiveness also influences 
students’ business performance. The aim of entrepreneurship education is to make 
students eligible to develop business since they study in collage. Their business must be 
growing and will be the first option career after they graduate from the university. Well 
learning process will impact to attitude, emotion, motivation, and personal factors; such 
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as, confidence, motivation to reach target, and determination (Bishop et al., 2001; Cope 
and Watts, 2000; Rae and Carswell, 2001). Those things will influence to business 
developed by students, especially to business performance. 

Entrepreneurial competency could improve students’’ business performance. 
Basically, entrepreneurial competency will impact to business development success 
(Rasmussen et al., 2014) and business performance (Chandler and Hanks, 1994; 
Chandler and Jansen, 1992). In this study, there are four dimensions of entrepreneurial 
competency proposed. Those are ability to evaluate business opportunities, ability to 
identify and solve problems, ability to produce creative ideas and innovative products, 
and ability to arrange business plan. Shane and Venkataraman (2000) explained that the 
core competency to master is ability to understand business opportunity. Understanding 
business opportunity will ignite students to build business (Shane, 2000). Another 
competency is ability to produce creative ideas and innovative products. Creativity could 
influence individual achievements (Dweck, 2000). Creativity is motivation to result 
business performance. Creativity drives individual to invent something new and 
innovation in products or services. Successfulness in innovation will impact to SMEs 
performance (Ardyan, 2016; Ardyan and Putri, 2016; Ardyan et al., 2016). Ability to 
arrange business plan is also important to students’ business development success. 
Ability to plan the future involves ability to breakdown their vision to realistic plan to do 
which describe steps needed to achieve the goals (Brinckmann et al., 2010; Chwolka and 
Raith, 2012; Shane and Delmar, 2004). 

The theoretical implication of this study is that entrepreneurship education 
effectiveness is not only build students’ entrepreneurial competency but also success in 
building the business. An effective entrepreneurship education program will result to 
business built by students, one of them is business performance. Students who has 
entrepreneurial competency will be eligible to build successful business. 

This study has managerial implication. First, the effectiveness of entrepreneurship 
education program is not only related to what they learn but also how the program 
become effective. Therefore, there must be close relationship in the system applied  
in the university. University’s vision and mission, goals, students, the content of 
entrepreneurship education material, learning course, integration of pedagogy and 
assessment techniques must be in well-designed atmosphere to create growing 
entrepreneurship since students are in the collage. Second, the curriculum becomes an 
important part in action-based approach. Action-based learning can be done by providing 
experience through mentoring, coaching, group discussions, trials, discoveries, learning 
from one another and providing problem-based learning and issues in the actual 
workplace.  

7 Conclusion and future research 

The development of student competence is a very important part of entrepreneurship 
education. Successful entrepreneurship education programs greatly influence the 
improvement of entrepreneurial competence. In this study, students must have 
entrepreneurial competence such as ability to evaluate business opportunity, ability to 
identify and solve problems, ability to generate creative ideas and innovative products, 
and ability to write business planning. The entrepreneurial competence will enable the 
student to make a new business and the business will be successful in the future.  
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The entrepreneurial competence is also shaped from the right approach, the action-based 
review approach. Action-based approach is able to increase the competence of 
entrepreneurship. 

The Present study has limitation. First, this study limits only 4 indicators of 
entrepreneurial competence, i.e. ability to evaluate business opportunities, able to 
identify and solve problems, ability to generate creative ideas and innovative products, 
and ability to write business planning. For future research is strived to further expand  
the entrepreneurial competence. Second, the definition of the effectiveness of 
entrepreneurship education programs in every university in Indonesia is different. For 
future research is expected to create the concept of the effectiveness of entrepreneurship 
education programs. The research is expected to be expanded so that it is not glued to 
only one university but various universities. 
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