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The importance of enterpreneurial orientation is not only for managers at 

private sectors but also important for managers or public officials at public 

sectors. This is in line with the result finding of Diefenbach (2011) who concluded 

that spirit of public entrepreneurship should be owned by public officials at public 

sector due to  the challenges faced by the local governments are more complex 

and macro in nature compared with those in private sectors. Furthermore,  

Markley dan Macke (2002) mentioned that public entrepreneurs and public 

entrepreneurship in most similar activities they performed showing same 

behaviour as well as business entrepreneurs and also owned similar motivation as 

well as at the organization or their partners which are profit oriented, all of them 

are drived to  create value. The difference with the profit oriented organization is 

that  the entrepreneurs at public sector are required to create values or benefits for 

the public widely, such as decreasing the poverty rate and providing education for 

each citizen. This research will describe how the implementation of public 

entrepreneurship dan its implication toward the performance of local governments 

in Indonesia. 

The local autonomy in Indonesia has been implemented for more than 15 

years since the issuance of local government act number 22, 1999 with the amount 

of local goverments as of 539 local governments up to now, but the performance 

of local governments in Indonesia is still not fulfilling the expectations of the 

people in the regions.  This condition reflected by unsatisfied performance 

indicators, such as most of local governments have not achieved the execellence 

of their performance, the high amount of the balance of regional budget that could 

not used for regional development at the end of budget year, very low Perception 

Index of Corruption, and the low quality of public services. One predicted factor 

that becoming the cause of the unsatisfied local government performance is a lack 

of spirit of public entrepreneurship within the local bureaucracy environment 

comprehensively.  

Ther analytical method used at the early stage of this research is the 

Strategic Assumption and Surfacing Test (SAST) involving limited experts to 

identify the level of interest and certainty of latent variables influencing the local 

government performance which consist of five latent variables (local government 

charateristic, public entrepreneurship, strategic environment, bureaucracy ethics, 

and accountability) that are supposed affecting the performance of local 

governments as a dependent variable.  Based on the result of SAST, the next step 

is the implementation of Structural Equation Modelling (SEM) by distributing 

questionaires to the respondends which consist of  local government  leaders and 

local offcials of  145 local governments as the sample of survey (33 provincial 

governments, 62 counties and 50 cities). The last stage of this research is using  

Analytical Hierarchy Process (AHP) as the following step of the data processing 

of the answers of questionnaires by SEM approach. The result of SAST indicates 

that based on main factors, Public Entrepreneurship (Innovation, Managerial 



Creativity, Proactiveness, Risk Taking and Public Orientation) has the highest 

level of interest and the level of certainty compared with other main factors (local 

government characteristic, strategic environment, bureaucracy ethics and 

accountability) and all those latent variables are important and appropriate to be 

investigated in more detail to accertain the casuality relationship among those 

variables by using SEM approach. 

The result of SEM for the performance model for all respondents (493 

respondents) of 145 local governments indicates that the latent variable of Local 

Government Characteristic does not significantly and directly affect bureaucracy 

ethics and local government performance, but it affects accountability positively 

and significantly.  This result is in line with the fact that the big number of local 

government assets and the high financial capacity would not guarantee to improve 

the local government performance without supporting approriate capacity of 

management and accountability. Meanwhile, the latent variable of public 

entrepreneurship for the performance model of 493 respondents (provinces and 

counties/cities) directly influences bureaucracy ethics and local government 

performance positively and signicantly, similar with the result of performance 

model for provincial region.  

The result of SEM for the combination provinces and counties/cities (493 

respondents) is different with the result of performance model for the region of 

counties and cities which indicates that public entrepreneurship does not influence 

the local government performance due to the condition at the region of counties 

and cities that had not yet supported the implementation of PE, such as risk taking 

is still difficult to be considered because of  a lack of  law umbrella for discretion 

that could be taken by the local officials and a lack of competent human resources. 

The leaders of local government are worried to take any discreation for innovation 

because they are affraid there would be law claims in the future so it would be a 

bottleneck for the implementation of PE at counties and cities. This condition 

would lead to the managerial implication, for short term or for quick wins, before 

the discretion is undertaken by the local leaders, it should be consultated to the 

law enforcement institutions at the region  so that the risk that might occur at the 

region could be early anticipated.  While for the long run, it is neccesary to 

establish  special working unit at the regions to handle risk management and  

involving all main stakeholders at the region in the process of policy formulation 

so that the policy undertaken by the leaders of local government is already 

knowledge based policy and could avoid from law complaints. 

As the final result, this research concludes that the hipothesis of local 

government characteristic affecting the local government performance is 

unproven, either for the performance model of all respondents combination of 

provinces and counties/cities and the performance model for the provincial region, 

and also for the counties/cities region. While the hipothesis that public 

entrepreneurship influencing the local government performance is proven for the 

provincial region, but not for the counties/cities region. Finally, the result of AHP 

indicates that first priority of strategic policy to enhance the local government 

performance is by developing the comphensive data performance system. 
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