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Abstract—Higher education institutions are expected to cope and respond to the dynamic of society, participate in job creation and
generate economic productivity. One way to make it happen is through entrepreneurship. This research aimed to propose an
entrepreneurial intention model specific for higher education graduates in Indonesia. Using data from Survei Angkatan Kerja Nasional
(Sakernas) 2019 and Probit analysis, this study found that there was a declining intention in graduates with higher education. So does
the graduates with training certificate tend to have a lower intention. These implied that higher human capital, which is formed from
education and training, tends to lead higher education graduates to non-entrepreneurship occupations. However, there is an increasing
trend in entrepreneurial intention for both fresh graduates and those who have had previous jobs. Men in more mature age have higher
intention into entrepreneurship, but after certain age there is an inverted U-shape relation between graduates’ age and their

entrepreneurial intention.
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I. INTRODUCTION

In many countries, entrepreneurship is widely
known to have positive effects, for example it
generates job creation and stimulates economic growth
[1]-[3]. Today’s more competitive labour market,
consequent on increasingly stringent job opportunities
and the competition to get a job might be tougher.
Entrepreneurship could be one of the most likely
solution.

Higher education (diploma, undergraduate,
postgraduate) is critical in developing capabilities and
motivation of the graduates to takepart in labour
market and industries. At the same time,
entrepreneurship is becoming a more desirable career
option among higher education graduates. It grows a
certain necessity to develop entrepreneurial mindset
among them [4]. Moreover, universities graduates are
seen as an important source for future entrepreneurs in
a modern and innovative era such as engage in the
development information technology [5]. Old view of
university graduates are more easily to get a job after
graduate due to their intelligence and degree is no
longer reflected in the realities of recent’s labour
market [6], so entrepreneurship can be a widely-
opened career opportunity for graduates of higher
education.

Basicly, entrepreneurship education in Indonesian
higher education insttitutions has been initiated by
government since 1990s at the same time as the launch
of entrepreneurship development programs. The
program offered various activities, consists of

entrepreneurship lectures and internships programs,
work placements, or even business consulting
incubators. In its development, university students are
also equipped with abilities in various fields including
community service, technology adaptation, scientific
research, writing skills, creative thoughts, and
entrepreneurship itself. By these policies, the
government expecting improvement on the quality of
higher education alumnus, especially in the field of
entrepreneurship [7]. Entrepreneurial intention amidst
higher education graduates is the basic concern of this
research. Thus, the aim of this paper is to put forward
an entrepreneurial intention model, more specificly to
focus on higher education in Indonesia.

II. LITERATURE REVIEW

The role of entrepreneurship has long been an
interesting discussion, even since the classical history
of economics. The prior study of Cantillon (1931),
distincts the role in entrepreneurship into three
economic agents: (1) land owners who have sufficient
capital and are independent in finance; (2)
entrepreneurs who characterized as risk-takers and
profit-oriented individual; and (3) employees who
work under contracts and agreements so they tend to
earn stable wages [8].

Another interesting view on entrepreneurship was
previously proposed by Say in 1803. Entrepreneurship
creating welfare for society and the entrepreneurs have
role to coordinate or manage the production and
distribution process of goods using their knowledge.
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Risk-taking behaviour, still Say’s view, is less
important for entrepreneurship than the application of
precise knowledge, because it’s leading to right
business decision. It means that a knowledge is
important in running a business. Furthermore,
commercialization of knowledge such as in
entrepreneurship, contains a process of the
transformation of knowledge into products, processes,
and organizations and more widely contributes to
economic growth [9].

Next, the theory of planned behaviour states that
that starting and growing a business are planned
behaviour. Entrepreneurship is an intentional process
in which individuals willful to recognize opportunity
to create and develop something. Inline with that,
surrounding business culture is one of the triggering
factor of someone intentionally  becoming
entrepreneur. High appreciation of community to
entrepreneurship may trigger a higher entry rate of new
business. If entrepreneurs have successful and
reputable profile, it may be followed by a bigger
interest to build a business. Other external factors may
also contribute to someone’s decision to become an
entrepreneur, such as technological changes, showed
by a higher share of high-technology business start-ups
in past years. Similar with that, structural
transformation in economy, labour market dynamics,
institutional and governmental structure changes,
socio-demographic shifts, can really affect the
intention to entrepreneurship among high education
graduates [8].

III. RESEARCH METHODS

The data source used in the study was the National
Labor Force Survey (Sakernas) 2019 conducted by
Central Bureau of Statistics (BPS). Sakernas data
illustrates the general state of employment. In general,
the labor data collection period is conducted twice a
year. The data is used in this study because it is able to
capture the conditions of individual employment in
Indonesia, including the current occupation and
education level.

BPS divides the main employment status of
workers into seven categories: 1) Self-employed; 2)
Self-employed and helped by temporary workers,
family workers, or unpaid workers; 3) Self-employed
and helped by permanent or paid workers; 4)
Employees; 5) Freelance on agriculture; 6) Freelance
on non-agriculture; 7) Family worker or unpaid
worker. Categories 1, 2, 3 can be classified into
entrepreneur, while other categories are classified into
non-entrepreneur.
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After the data filtration, a total sample of 496.665
people was obtained, consisting of 207.226
entrepreneur and 289.439 non-entrepreneur. This
research will also describe the conditions of high
education graduates related with the entrepreneur, non-
entrepreneur occupation.

Next, probit regression is used to determine the
trend of income of informal workers plus some
individual characteristics using binary dependent
variables: Entrepreneur are given a value of 1 and Non-
entrepreneur are given a value of 0. Probit regression
analysis can be explained by the following equation:

Entr = a+ BiEdu+ B,Trn+ f3Grad + LLExp
+ fsGen + LcAge + [,Agesq

Where,

Entr : Entrepreneurship (1=currently working as
entrepreneur ; O=others)

Edu : Education (1=high education ; O=others)

Trn : Training certificate ownership (1=yes ; 0=no)
Grad : Fresh graduate, graduates within last one year
(1=yes ; O=no)

Exp : Having previous working experience(s)
(1=yes ; O=no)

Gen  : Gender (1=male ; O=female)

Age  : Age of worker (in year)

Agesq : Square of worker’s age, to see whether there
is diminishing trend or not (in year)

i : individual-i

e : error

IV. RESULTS AND ANALYSIS
The first part of the analysis begins with a
descriptive analysis that shows an overview of
entrepreneurship in Indonesia. Some of the graphs
below explain the specific entrepreneurship conditions
of higher education graduates, from diploma to
doctoral level.

® Entrepreneur Non-entrepreneur

Source: Sakernas, processed (2021)
Figure 1 High Education Graduates based on Occupation
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Descriptively the data shows that from 60,995
graduates of higher education (diploma to doctoral),
only about 15 percent choose to become entrepreneurs,
while 85 percent choose to become non-entrepreneurs
such as employees and freelancers.

Non Fresh-
graduate

290 ; e s
10% 116%

H Entrepreneur

Fresh-graduate

m Entrepreneur

Non-entrepreneur Non-entrepreneur

Source: Sakernas, processed (2021)
Figure 2 Fresh-graduate and Entrepreneurship

Sakernas data can also show the condition of
whether someone graduated within the last one year, or
can be called a fresh graduate. Meanwhile, those who
have been more than one year are called non-fresh
graduates. The graph above shows that higher
education graduates, both fresh graduates and non-
fresh graduates, have similar entrepreneurial
intentions, only a few percent higher in the non-fresh
graduate group. In both categories, only less than one
fifth chose to work as an entrepreneur.

Experienced Non
Experienced

mEntrepreneur m Entrepreneur

NO]]*CY][I'C}’)]’CI]CUI‘ NO“*CI’IU‘CP]'C“CUI‘

Source: Sakernas, processed (2021)
Figure 3 Working Experience and Entrepreneurship

An interesting phenomenon was found based on
the categorization of higher education graduates based
on their work experience. A larger proportion, around
23 percent, is found in higher education graduates who
work as entrepreneurs who have previous work
experience, while around 10 percent who work as
entrepreneurs are first-time job experiences. Relatively
the same as the previous data, higher education
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graduates are still dominated by non-entrepreneur
workers in both experienced and non-experienced
categories. Next, the table presented showing the
estimation results from Probit analysis.

Table 1. Probit Output

Variables Coef. Prob.
High education -0,759* 0,000
Training -0,212% 0,000
Fresh graduate 0,063* 0.000
Experience 0,004 0,249
Gender 0,273* 0,000
Age 0,061* 0,000
Agesquare -0,0003* 0,000
Constant -2.152 0,000
Number of obs 496.665
Prob>chi2 0.0000

Source: Sakernas, processed (2021)

Education and Entrepreneurship

The presence of entrepreneurship education in
higher education institutions is basically expected to
promote entrepreneurial intention for its graduates.
Especially in the current era, entrepreneurship is
expected to be an effort to create jobs. However, this
study found that the entrepreneurial intention of
graduates in Indonesia significantly tends to decrease
with higher education levels.

U.S. and Turkish students hold a positive
attitude towards entrepreneurship, both show a low
level of entrepreneurial intention [10]. Students in US
tend to choose a job with regular wage in the private
sector rather than become an entrepreneur. Most of
developed and wealthy countries offer more interesting
career options for graduates, both in private and public
sector [11]. It usually leads to lower entrepreneurial
intentions. Indonesia is a country that is still in the
developing stage with conditions of the private and
public sectors that tend to be dynamic. So it is
interesting, that in the developing stage of the country,
the entrepreneurial intention is relatively low.

It is now more clearly identified that build up
and maintain a business involves a long and significant
learning process, which can be strengthen by adequate
education and training. On more technical discussion,
it’s no longer to promote entrepreneurship in the higher
education institutions, but to do actions to actualize the
entrepreneurship itself. Unfortunately, the lack of
awareness of students may be the reasons to not choose
the career in entrepreneurship. Sometimes even though
graduates already have entrepreneurial awareness,
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many of them do not have a supportive environment
for enterprise [12]. The presence of assyetric
information and minimum social capital such as
network mostly caused the barrier of graduates to start
the enterprises [13]. Low trust in their entrepreneurial
skills and limited initial funding are perceived by those
graduates to be the main problems associated with
business start-up [14].

Training and Entrepreneurship

There are many kinds of resources in economic,
but one of most fundamental for organisation is human
resource [15]. The capacities associated with human
resources are directly connected a combination of a
group of knowledge and skills that -creating
competitive factors, such as financial knowledge,
ability to apply technology, etc, likewise other softskill
such as communications, interpersonal skill, problem
solving and kind of that [16]. These skills are mostly
coming from training, especially the structured and
certified. So training increases competitiveness of a
labour force, and in the other hand employees’
capability is a valueable resource to form company’s
competitiveness.

This study found that someone who already has
a certain training certificate actually has a lower
tendency to enter into entrepreneurship, on the basis
that certificate ownership will be an advantage for job
seekers to be accepted in the company. If the training
is entrepreneurship training certificates, where this will
tend to develop participants' entrepreneurial intention
or develop indirect factors that affect the intention,
such as knowledge or entrepreneurial spirit [17].

Fresh Graduate, Experience, and Entrepreneurship
The results of the analysis show that those who
graduate within a period of time or new graduates have
a higher tendency to become entrepreneurs. This is in
line with the findings of previous research [18], [19] .
Young people who face capital constraint are mostly
going to non-business activity consequently [20]. As
long as fresh graduates do not face capital constraints,
job creating at least self-employment activities for
themselves in entrepreneurial activities will shape
experience, self-understanding, and attitude. More
broadly, entrepreneurship can reduce unemployment
in higher education and even crime among youth [19].
This study also show that people who have
previous work experience also have an increased
tendency to become entrepreneurs even though the
probability is low. The previous job experience has
been found to be an important element affecting
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decisions and initiative in business activity. It also
influences someone in determining the business
direction or provides a guideline about a particular
business decisioan [21]. The employees with more
stable and high salary are more likely to start a business
or a joint-business, but there is an inverted U-shaped
relationship  has  been  identified  between
entrepreneurship and experience [22]. These two
results of this research implied that entrepreneurship
could be a good ‘escape plan’ for everyone. But then
the decision of entrepreneurship may vary among
individuals and may depends on their personal
characteristics and other unobserved factor, both for
fresh-graduates and the experienced.

Demographic Characteristics: Gender, Age and
Entrepreneurship

Based on the gender and age, this study found
that men in more mature age have higher intention into
entrepreneurship, but after certain age there is an
inverted U-shape relation between age and
entrepreneurial intention. The declining trend shown
by the significantly negative coefficient on squared age
variable. Moreover, the literature has also proven that
perceptual factors could play an important role in
explaining the variety in the entrepreneurial behavior
in men and women [23]. Among those perceptual
factors are, for example age, education attainment,
household income, or marital status. Nevertheless,
some researches found that at least in past three
decades, women have made significant role in business
creation and entrepreneurship [24] [25], [26].

V. CONCLUSION AND SUGGESTION

This study found that there is a declining intention
of those with higher education and those who own a
training certificate, implying that higher human
capital, which is formed from education and training,
tends to lead higher education graduates to non-
entrepreneurship occupations. However, there is an
increasing trend in entrepreneurial intention for both
fresh graduates and those who have had previous jobs,
it seems like entrepreneurship is quite flexible to be
implemented by anyone. Men in more mature age have
higher intention into entrepreneurship, but after certain
age there is an inverted U-shape relation between age
and entrepreneurial intention.

As the suggestion, entrepreneurial teaching and
learning in higher education institution requires more
than textbooks-based learning model and classic
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classroom setting. The entrepreneurial curriculum
needs to enhance students’ entrepreneurial capabilities
by giving them real experiences and responsibilities in
the learning process, possibly from experimental and
collaborative learning model. The last, barriers to
starting a business, mostly for those who have just
graduated and are younger, can be the concern of the
government's  entrepreneurship  program  that
entrepreneurship education in higher education
institutions cannot be followed by an increase in the
number of entrepreneurs with obstacles such as limited
capital, licensing, and so on. Further research is
expected to be able to show the influence of the
external environment around higher education
graduates, such as family background, to their
entrepreneurial intention.
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