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ABSTRACT

Performance of the business unit of some telecommunication operators in Indonesia is
decreasing their income, especially some of the business unit of the legacy products (voice calls
and sms) and connectivity (VPN, IP, leased line). Turbulent telecommunication business
environment in Indonesia, especially from the tight competitive turbulence it shows that there is
a price war for some products especially in the cellular business. The turbulent disruptive
environment also decreasing the unit business performance. This situation signed with there is
replacement product ‘Over the Top (OTT)’ business. Strategic leadership is good in
transforming from a telecommunications company to a digital company, a good organizational
culture, entrepreneurship and also the right strategy of human resources from a telecom
operator's business unit so as to improve the performance of business units.

The purpose of this research is to find out the impact of the environmental turbulence,
strategic leadership, culture of the organization to the Human Capital Strategy. The unit
analysis in this research is in business unit in the five of big telecommunication operators in
Indonesia. The observation has done to 190 surveys that determined by Partial Least Square-
Path Modelling (PLS-PM) technique.

The result of this research revealed that turbulent telecommunication business
environment in Indonesia is in the high category. Variable strategic leadership operator
business unit in the good category, organization culture in the good category and has an impact
to the variable Human Capital strategy.

This research resulting the model of Human Capital strategy DWI Model, with Human
Capital strategy model that consist from delivering great people, Work on great culture and
Integrating great organization.

Keywords: Environmental Turbulence, Strategic Leadership, Entrepreneurship, Organization
Culture, Human Capital Strategic, Unit Business Environment, Telecommunication Operator in
Indonesia.
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INTRODUCTION

Business environment with the situation that change quickly and not always caused a
company must stays in leading the competition. A company that can grow continuously is a
company that has an ability to be quick responsive in the culture replacement (Altschuller et al.,
2010), increasing the ability in staying in the high competition, doing variation to stay survive,
can adapt and can creating an organization that be adapted with external environment condition
(Ansoff et al., 2018). Even the senior executive said that challenging in directing a company that
turbulent (Haenlein & Kaplan, 2004), signed with a quick innovation, a short product age, and a
short plan time.

In fact, telecommunication services have moved to the digital services signed by the
decreasing of telecommunication business market and the increasing of the digital business
market. TIMES (Telecommunication, Information, Media, Edutainment and Services) market
globally since 2014 to 2021 be predicted would experience Compound Annual Growth Rate
(CAGR) 3.2%, with composition: 1% CAGR Telecom, 3% CAGR ICT, 2% CAGR Traditional
media, 9% CAGR Digital Services.

TIMES (Telecommunication, Information, Media, Edutainment and Services) market in
Indonesia from 2014 to 2021 be predicted would experience 12% CAGR, 8% CAGR Telecom,
14% ICT, 9% Traditional Media, and 33% Digital Services.

According to face the condition of the technology development and the market
competitions, Telecommunication Company does any ways to always able to do their best work
above average of the industry. Telecommunication company should create their best in
competing products that they offer to their customers and also should have more benefit to the
competitors (Walker and and Madsen, 2016).

LITERATURE REVIEW
Environmental Turbulence

Environmental turbulence is a situation in the external environment that shows there is a
mess, hyper competition market, difficult and complicated environment. The non-market is so
important and the company should consider their internal environment process and also their
external environment process. Environmental turbulence is an environment that is the most
dynamic with the biggest uncertainty. When replacement happens so the elements in the
environment are connected to each other.

Based on the definitions above, can be identified that the characteristics of turbulence are:
there is the uncertainty, rapid change, unpredictable, complexity environment. Consider to the
definition of environmental turbulence and any opinions above that adapted to the situation and
condition of the telecommunication business environment in Indonesia, so that concept of
environmental turbulence in this research can be definite as an external environment condition
(market, competition, technology, regulation) that uncertain, fast change, mess and hard to be
predicted and also signed by the fast change that impact disruptive to the business and if being
used so that can be an opportunity.
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Strategic Leadership

Boal & Hooijberg (2001) said that a strategic leadership focus in creating the meaning
and purpose of the organization. So that the strategic leadership related to the development of the
organization over all that included purpose in change (Selznick, 2011). While Duignan (2004)
said that there are five capabilities to create a unity of meaning from an effective leadership. Five
of these capabilities are:

Educational capabilities
Personal capabilities
Relational capabilities
Intellectual capabilities
Organizational capabilities

akrwbdE

Considering the definition of strategic leadership and any opinions above that already
customized with the condition of strategic leadership in telecommunication business unit in
Indonesia, so the concept of strategic leadership can be explained as a strategic leadership that
happen in the disruptive condition, is the condition when there is a structure change in the same
business model that completely different with the existing business model, so the strategic
leadership must have the ability in decide the vision (envisioning), is able to create future vision
from digital transformation, get the employee evolvement (engaging), with the coordination
(collaborations), do the priority scale (prioritizing), through the synchronization and aligning
strategic initiatives, sharing concept, using the excellence of digital technology (digital
leadership) and doing the disruptive innovation leadership is an innovative leadership.

Organization Culture

Culture is seen as one of the important element that can help the organization to
anticipate and adapt to the environment change and safe the performance to get the success of
long-term economic performance (Kotter & Heskett, 1992). From that definition we can get the
definition that organization culture especially be seen as behaviour. This situation also explained
by Schein (2010) that the definition of organization culture is a basic assumption pattern that
lived together with a group of people when they learn how to solve the problems in the external
adapt and internal integrated, that works effective enough so can be valid. Schein’s definition
realizing us that the key in understanding the organization culture is the right definition about
socialization process a learning process of the values and the behaviour pattern.

Schermerhorn et al. (2011) said that organization culture or company culture is a system
of value behaviour together, and belief that develop in the organization and guide the behaviour
of member in the organization. While, Leung et al. (2005) said that organization culture is the
thing related to the employee’s perceptions and how this perceptions can create a pattern of
belief, value, and hope.

Considering the definition of organization culture from some definitions above that
already adapted to the organization culture of telecommunication business in Indonesia, so the
concept of the organization culture can be explained as a basic belief or basic philosophy from an
organization that consists in core values that became the guidance of the leaders and employees
in an organization and be seen from the key behaviour of the leaders and employees. The
characteristic of key behaviour can be totally different, named disruptive culture.
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Human Capital Strategy

Strategy human capital is really useful in the practice of human resource management to
get or keep the competitive advantage. Talent acquisition, talent deployment, talent development,
and rewarding talent is very useful to the approach of human resources management (HRM)
strategy that can affect the organization ability to reach the goals.

Because the business strategy affecting the HRM plans and policies, consideration related to the

HRM problem should be part of the process of formulating strategy.

HR strategy can be contributed to make HR get the organization effectively and
competitive advantages and how SDM contribute more maximum to do. So that, HR should
involve in putting the strategy that affecting and affected by people.

Considering the definition of human capital strategy from some of the opinions above
that adapted to the human capital strategic condition as a strategy that related to the human
capital life cycle (people), is the process of human capital from recruitment, selection,
improvement, measurement of the employee performance, till retired, and related to the culture
activities and related to the company organization, that can give direction to the company in
improving human capital, through the human capital practices and measurement and can be
communicated effectively so that can reach the goal of the organization.

Business Unit Performance

Business unit performance based on Kaplan & Norton (1996) divided in four aspects of
scoring, started from learning and growth, internal business process, customer aspects and
financial aspects. The fourth aspects that already designed by Kaplan and Norton known with the
name Balanced Scorecard. In the balanced scorecard, started from the improvement of steps that
is the performance driver that started from human capital element, to get the company goal so
human capital should prepared and improved first.

Balanced scored including the finance steps that tell the result from the actions that
already taken. And that also competing the financial steps with operational steps at the consumer
satisfaction, internal process, and the innovation and also the improvement of the operational
steps at the operational steps at the consumer satisfaction, internal process, and innovation and
also improvement steps that be a financial performance driver in the future the operational
organization activities.

THEORETICAL FRAMEWORK AND HYPOTESIS
Theoretical Framework

Environmental turbulence that be characterized with the uncertainty condition (Choo &
Auster, 1993) and a mess is a thing that cannot be left behind in the business people. Boal &
Hooijberg (2001) said that strategic leadership focusing in the creation of meaning and the goal
of the organization. In the process of creating a meaning and goal of the organization should
consider the external aspect as the change of business environment, market location and
technology. Jiao et al. (2013) said that in the environment that turbulent, a company in this case a
strategic leadership or unit business leader should always keep doing the repeat configuration to
the human resource and internal capability to keep the continuity of the excellence in competing
so that founded the best performance. Technology turbulence and market affecting the impact of
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company innovation to the business performance. Technology turbulence gave the positive
impact to the innovation that also has the positive impact to the business performance. In the
same line with that, market turbulence, market turbulence can strengthen the relationship of
company innovation (Tsai & Yang, 2014).

Environmental turbulence that flare up widely has impact that destroy the performance of
the business unit in the company. Environmental turbulence has a negative relationship in the
company performance that means that the bigger of environmental turbulence so that unit
performance is more decrease. A company demanded to take a policy that still using the old
strategy or create a new strategy so that cannot get the bad impact from environmental
turbulence (Boyne & Meier, 2009).

Human capital strategic is a mediator among the values in the company and the
employees. While, the culture of the company is much related to the strategies and outcome from
the company. In this situation, Wei et al. (2008) found that a company culture is an antecedent
from human capital strategic that transfers the impact of company culture to the business
performance. In simple way, human capital strategic gives the structural directions in the
company culture implementation to get the performance that wanted (Bowen & Otroff, 2004
Tsui et al., 1997). Beside role as a driver in the company culture implementation, human capital
strategic is also able to be an equipment to drive the culture cultivate. Rowden & Ahmad (2000)
said that SHC can takes a part in developing the company culture as a part that cannot be
separated from the overall of company strategies.

Human capital strategy accommodating the achievement of the relation between
corporate strategy and the implementation of human capital practical aspect. The existence of
human capital strategic gives the direction to the human capital management to design the human
capital program that has a direct impact to the business performance. The same way with this,
Besma (2014) said that statistic has proven that the more higher the adopt of human capital in an
organization, so that more better the organization performance. Becker & Huselid (2006) then
found that human capital strategic gives the direct impact to the business unit performance.

Hypothesis

After get done with the literature review then formulated be a framework and can be
arranged became hypothesis is a temporary presumption from the cases that already identified.
Hypothesis from this research are:

H1: High impact of environmental turbulence (X;), good strategic leadership (X,), good
organization culture (X3), the right human capital strategic (Z) and a good business unit
performance (Y) in the business unit of the operator telecommunication in Indonesia.

H2: There is an impact of environmental turbulence (X;), strategic leadership (X,),
organization culture (X3) to the human capital strategic (Z), simultaneously or partially in the
business unit of telecommunication operator in Indonesia.

H3: There is environmental turbulence impact (X;), strategic leadership (Xy),
organization culture (Xs) to the business unit performance (Y), either simultaneously or partially
in the business unit of telecommunication operator in Indonesia.

H4: There is an environmental turbulence impact (X,), strategic leadership (X,),
organization culture (X3) through human capital strategic (Z) to the business unit performance (Y)
in the business unit of telecommunication operator in Indonesia.

H5: There is an impact of human capital strategic (Z) to the business unit performance
(Y) in the business unit of telecommunication operator in Indonesia.

5 1528-2651-22-4-397



Journal of Entrepreneurship Education Volume 22, Issue 4, 2019

H6: The result of the research found that there is a model of human capital strategic (Z)
comprehensive that able to increase the business unit performance (Y) in the business unit of the
telecommunication operator in Indonesia.

METHODOLOGY

This research is using the mixed method research (MMR) approach. Creswell & Creswell
(2017) said that MMR approach is a research method that involved the data collect, analysis, and
the integrating of qualitative and quantitative research in the study. Based on the data from
business unit in five telecommunication operators, there are 55 business units with 190 surveyors
in the level of head of unit, in accordance to the portfolio of telecommunication products that
will be the target of population in this research. Survey data taken on 2016 and the size of the
minimum sample to test the research model.

Quantitative research using two kind of analysis, descriptive analysis and verificative
analysis. Descriptive analysis is a research that purpose to get a picture or description about the
situation or condition of the research variable with seeing the environmental turbulence variable,
strategic leadership, organization culture, human capital strategic and unit business performance
in the telecommunication industry companies in Indonesia. And verificative analysis is a
research to find out the relationship among variables through a hypothesis test based on data in
the field (Cooper et al., 2006).

Descriptive analysis done by the descriptive survey method, is a data collect that done to
the object in the field with using questionnaire as a tool to collect the main data, then can be
measured the stag of criteria of the variables that investigated in the business unit of
telecommunication operator in Indonesia. Then for the practice of verificative analysis,
explaining the causal relationship among variables through the hypothesis test so the method that
be used is the explanatory survey.

Consider about the purpose of this research is to measure how much the impact of the
model of human capital strategic and the performance of business unit of telecommunication
industry in Indonesia to the change of environmental turbulence, strategic leadership and the
organization culture that is a dependent variable, and measure the relationship between latent
variable with the indicator that observed or variable manifest, also called as measurement
models. Then, with consider the purpose of research to explain the relationship among constructs
(laten variable) and emphasize the definition of value of that relationship, so the analysis tool
that used as an approach in the modelling and solution technique is partial least square (PLS)-
path modelling (PM)

ANALYSIS AND RESULT

Environmental Turbulence Condition, Strategic Leadership, Organization Culture,
Human Capital Strategic and the Performance of Business Unit of Telecommunication
Operator in Indonesia

High environmental turbulence business unit of telecommunication operator in Indonesia

Good strategic leadership business unit of telecommunication operator in Indonesia.
Good organization culture business unit of telecommunication operator in Indonesia.
Right human capital strategic business unit of telecommunication operator in Indonesia.
Good business unit performance of the telecommunication operator in Indonesia.
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Result of the research shown that those variables above show that the average of the
variables is from 3, 4, t more than t table, so the hypothesis (HO) rejected. That means that the
hypothesis statement (H1) approved that the environmental turbulence is high, strategic
leadership is good, organization culture is good, human capital strategic is right and the business
unit is good at the telecommunication business in Indonesia can be approved.

P value>0.05 so that can be concluded that the research model is Fit. Result Goodness of
Fit Index (GFI) and Adjusted GFI<0.90 and RMSEA or RMR>0.05, so that can be concluded
that the research model already suitable with the empirical condition (Figure 1).

FIGURE 1
STRUCTURE MODEL

Based on the structure model in this research so found the equation below:
Z=-0.03*X1+0.02*X2+0.75*X3, Error vary=0.44, R2=0.56

(0.068)  (0.086) (0.090) (0.054)
038 0.22 8.36 8.07
Y=0.11*Z+0.09*X 1+0.60*X2+0.24*X3, Error vary=0.16, R2=0.84
(0.068)  (0.056) (0.085) (0.090) (0.041)
1.67 1.53 7.05 2.69 3.93

Reduced Form Equations:

Z=-0.03*X1 + 0.02*X2 + 0.75*X3, Error vary=0.44, R?=0.56
(0.068)  (0.086) (0.090)
-0.38 0.22 8.36
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Y=0.084*X1+0.60*X2+0.33*X3, Error vary=0.17, R?=0.83

(0.057)  (0.086) (0.072)
1.46 7.00 454
Information:

Y Business Unit Performance
Z: Human Capital Strategic
X1: Environmental Turbulence
X2: Strategic Leadership

X3: Organization Culture

The Impact of Environmental Turbulence (TL),
Organization Culture (BO) to the Human Capital
Telecommunication Operator Business Unit in Indonesia

Strategic Leadership (KS) and
Strategic (SHC) at the

Table 1
RESULT OF SIMULTANT HYPOTHESIS 2
Hypothesis R? Fualue Frable Conclusion
X1,X2,X3 —>z 0.56 72.666 3.045 Accepted

Significant o= 0.05 (F table=3.045)

The result of the simulant hypothesis test 2 with the belief degree 95% (a = 0.05) found
that there is an impact from environmental turbulence, strategic leadership, organization culture
to the human capital strategic, where the impact of the three variables is 56% and the rest 44%
impacted by another factors that haven’t tested yet (Table 1).

Table 2
RESULT OF PARTIAL HYPOTHESIS 2
Hypothesis Coeficient Fualwe Fiable conclusion
Xl—-Z -0.03 -0.38 1.96 Reject
X2 —Z 0.02 0.22 1.96 Reject
X3—Z 0.75 8.26 1.96 Accepted

Based on the result of the hypothesis 2 partial found a result that there is a positive
impact with the coefficient 75% organization culture to the human capital strategic. This impact
explained that significant because the score of t (8.36) bigger than the score of t table (1.96) or
can be said that organization culture impacted positively to the human capital strategic (Table 2).

The results of this study strengthen the research conducted by Philips and Philips (2014)
that one of the things that impacting human capital and organization is a big is in the market,
technology and regulation.

The Impact of Environmental Turbulence, Strategic Leadership, Organization Culture to
the Unit Business Performance Telecommunication Operator in Indonesia

Table 3
RESULT OF SIMULANT HYPOTHESIS TEST 3
Hypothesis R? Fuale Fiable Conclusion
X1,X2,X3 -y 0.83 124.597 3.045 Accepted
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The result of the simulant hypothesis test 3 with the belief degree 95% (a = 0.05) there is
an impact of environmental turbulence, strategic leadership, where the impact of three variables
83% and the rest is 17% impacted by another factors that haven’t tested yet (Table 3).

Can be said that the performance of business unit simultantly impacted by environmental
turbulence, strategic leadership and organization culture. The result of this stage strengthen the
theory that told by Tsai & Yang (2014) that technology turbulence and market has a positive
impact to the business unit performance. Garcia-Morales et al. (2012) environmental turbulence
that widely turbulent has an effect that can destroy business unit performance in a company.

Table 4
RESULT OF PARTIAL HYPOTHESIS TEST 3
Hypothesis | Coefficient Fuale Fiable Conclusion
Xl1->Y 0.09 1.53 1.96 Reject
X2 Y 0.60 7.05 1.96 Reject
X3->Y 0.24 2.69 1.96 Accepted

Based on the result of the hypothesis test 2 partial above, has found that there is an
impact of strategic leadership to the business unit performance with the coefficient score of
impact 0.6 (60%). This impact explained with t table (1.96) or that strategic leadership has a
significant impact to the business unit performance (Table 4).

The result of this result strengthen a research of Pasmore et al. (2009) that said that a
strategic leadership gives a direction in the company improvement that will be impacted to the
business unit performance. Garcia-Morales’ (2012) research that explained about relationship
between a leadership in the performance improvement at the automatic company.

The Impact of Environmental Turbulence, Strategic Leadership, Organization Culture to
the Business Unit Performance through the Human Capital at the Telecommunication
Operator Business in Indonesia

Table 5
RESULT OF HYPOTHESIS TEST 4
Hypothesis R? Fuaie Fiable Conclusion
X1,X2.X3 —>vy 0.84 93.438 2.653 Accepted

The result of hypothesis test 4 with the believe degree 95% (o = 0.05) found that there is
an impact from environmental turbulence, strategic leadership, organization culture to the
business unit performance through human capital strategic, where the impact of those four
variables 84,0% while the rest 16,0% impacted by another factors that haven’t tested yet (Table
5).

The result of this research also strengthen the past research by Kim and Sung-Choon
(2011), that explained that the application of a good HR strategic in the research in 203 Korean
companies will increasing the performance of company business, a result by Besma (2014) more
higher the strategy adopt human capital gives impact to the business unit performance.
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The Impact of Human Capital Strategic to the Performance of Business Unit of
Telecommunication Operator in Indonesia

Table 6
RESULT OF HYPOTHESIS TEST 5
Correlation | Coefficient Fualve Fiable Conclusion
X->Y 0.11 1.67 1.96 Reject

From the result of test above, has shown that the human capital strategic has a positive
impact but not significant to the business unit performance of telecommunication operator in
Indonesia. The result from this research shows that the score of t (1.67) below the t table (1.96)
means that there is a non-significant impact from human capital strategic to the business unit
performance (Table 6).

Can be explained that the HC strategic that as a strategic document will not have any
impact when the HC strategic document not runner by strategic leadership. While from the
coefficient way there is a positive impact (11%) HC strategic to the business unit performance.

CONCLUSION

1. Based on the result of the research analysis, has gotten a picture of environmental turbulence, strategic
leadership organization culture, human capital strategic and the business unit performance of
telecommunication operator in Indonesia :

a. The turbulent condition of telecommunication business industry in Indonesia is high, can be seen
from the result of the research that environmental turbulence telecommunication business
competition in Indonesia nowadays already got into the red ocean arena.

b. Strategic leadership at the business unit telecommunication in Indonesia can be seen from the
result of the research from the envisioning dimension, engaging, governing, digital leadership and
disruptive innovation shows the above average scores.

c. Organization culture in the environment telecommunication business unit in Indonesia is good,
this is can be seen from the result of the research strategy culture business unit telecommunication
in Indonesia already good, it means that business unit already has the culture strategy that already
adjusted with the digital culture.

2. Environmental turbulence, strategic leadership and the culture of organization simultantly has a positive
impact to the human capital strategic. It means that environmental turbulence is more increase and the good
leadership strategic and the good organization culture, so that the human capital strategic can be suitable.
Founded partially that organization culture and strategic leadership have positive impact to the human
capital strategic, it means the more better the organization culture and the strategic leadership so the human
capital strategic can be better a well.

3. Environmental turbulence, strategic leadership, organization culture simultantly and partially have positive
impact to the business unit performance.

4. Environmental turbulence, strategic leadership, organization culture simultantly and partially have positive
impact to the business unit performance.

5. Human capital strategic has a positive impact to the business unit performance. It means that if a human
capital strategic was right, so the business unit performance would be increased well.

6. In this research has made a human capital strategic model to increase the performance of the business unit
that named DWI Model (Delivering Great People, Working on Great Culture, Integrating Organization) for
framework model of human capital. The concept of this model gave the guidance to increase the business
unit performance through the human capital strategic.
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