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Abstract

The aim of this study to determine the effect of the socio-economic and demography
aspects which includes household heads’ education level, business status, and household
size to household consumption pattern of small businesses. The study population was
the entire household of small businesses in the province of South Sulawesi spread in 24
districts / cities, while the sample in this study were household small businesses located
in urban areas with a total sample of 4,520 households. Analysis of data using Regression
Logistic Model with a model of the natural logarithm. Simultaneous hypothesis testing
using Chi Square Test, whereas partial hypothesis testing using Wald Test. Odd Ratio
Test was used to determine the pattern of household consumption of small businesses.
The results showed three variables such as household heads’ education level, business
status and household size significant effect on household consumption patterns of urban
small businesses simultaneously. However, only household heads’ education level and
household size were significant effect on household consumption patterns of small
businesses partially.

Keywords: consumption patterns, and small businesses

Introduction

The study of small business in the economy has been long overdue. The results of these studies led
to the two perspectives. The first perspective shows there are no role and contribution of the small
business sector to the economy (Ayyagari, et al., 2007, 2008; Hurst & Pungsley 2011, Miliaras, 2012;
Gonzales, 2013). The second perspective shows that small business has contributed to the economy
(Acs& Muller, 2008; Klapper, et al.,, 2009; Stangler and Litan, 2009; Haltiwanger, et al., 2010; Hurst
&Pungsley 2011; Mazzucato, 2013, Hasan, 2014, Hasyim dan Hasan, 2017).

Although small businesses have a strategic role in economic development, this sector still has
many problems, mainly because they tend to be subsistence (Khavul et al., 2009; Hasan, 2013;
Karedza, et al., 2014; Viswanathan et al., 2014; Carlos, 2017). Financial problems often become one of
the major problems and are experienced by the majority of small businesses. In conducting its
business, small business operators are not only faced with the problem how to make money, but also
the issue of the ability to manage and control the finances. Generally, small businesses do not even
think to separate the family finances to corporate finance, it has implications for the difficulties in
calculating the expenses and costs (cost). If there is no calculation of the cost, then automatically small
businesses do not know how much of the profit generated from the business. The majority of small
businesses feel turnover obtained already quite large, but in fact, they did not benefit from his efforts.
This is because small businesses have not been able to manage their finances well so that their
business despite a longstanding but cannot grow and develop.

Entrepreneurship research has traditionally looked at both individuals and companies paid little
attention to the context of the family and household. The view that businesses and households are a
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separate organization challenged. Business development and family as a field of inquiry that separate
but related (De Massis et al.,, 2012, 2013, 2014a, b, 2015, 2016); recognition of the importance of the
context of the family household in understanding the creation and growth of enterprises (Welter,
2011); and recent studies have focused on the role of the family household underlying business
growth (Alsos et al., 2003, 2006, 2012, 2014a, b; Carter et al., 2015), collectively challenge the notion of
separation between business and households.

This research study explores the interaction between household economic behavior of small
businesses with its business activities. It shows that the creation and growth of new businesses often
rely on business-household relationships, and good business decisions influenced by family
circumstances and economic conditions of the family (Welter, 2011). Housekeeping is the smallest
social unit where the human and economic resources overlap (Welter, 2011), households can help to
explain the social factors underlying economic behavior (Wales et al., 2013). Therefore, in assessing
the role of households in the creation and growth of new businesses, the economic behavior of
households can be assessed in the perspective of entrepreneurship (Zahra, 2006, 2007; Welter, 2011).

In connection with this, the characteristic of consumption pattern of household is an important
aspect to be studied related to the household economic behavior of small businesses with its business
activities. The nature and pattern of consumption are reflecting the socio-economic characteristics and
demographics of households that will be studied. The determinant of household consumption
patterns has become a topic of interest to economists for centuries. Some researchers have made an
important contribution to understanding the factors associated with consumer choice. From an
empirical perspective, several studies have been conducted to provide insight into the factors that
influence household consumption patterns. Gheblawi and Sherif (2007) examined the factors that
influence consumption patterns in the UAE. Their findings suggest that household income and size
are important factors that influence consumption patterns. Some researchers (Barda&Sardianou, 2010;
Vitaliano, 2010; Jacobson et al., 2010; Garcia & Grande, 2010; Neulinger& Simon, 2011; Tekguc, 2012;
Francisco et al., 2013; Liu et al., 2013) shows that non-economic factors that include education of
household head, household size, and the status of efforts to become more important in determining
the pattern of household consumption. Based on empirical studies that have been done, then the
special purpose of this study was to analyze the effect of household characteristics of the pattern of
household consumption of small business operators. Household small business characteristics
include household heads” education levels business status and household size.

Methods

This research is a survey research using questionnaires in data collection. To get the data in
accordance with the study design used types of closed questions (closed-ended question). Type
closed question questionnaire aimed to obtain data associated with a variable pattern of consumption,
household heads’” education level, business status and household size.

Consumption patterns of household small businesses in this study was defined as the proportion
of household expenditure allocated small business operators for food and non food needs. For the
purposes of the calculation of logistic regression, formed the consumption pattern of household small
businesses with reference to: (1) to the allocation pattern of food consumption is less than 50 percent
were coded 1, and (2) to the allocation pattern of food consumption by 50 percent to over coded 0.

The education level of household head in this study was defined as the highest level of education
attained by the head of household small businesses. Furthermore, for the purposes of calculating the
logistic regression head of household education level above high school to be given the code 1 and for
the education level of the household head junior downward coded 0.

Business status is the status of a small business run by a household consisting of main business
and side business. The main business is household businesses as a main source of revenue, while the
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side business is household businesses become an additional source of revenue. Furthermore, side
business coded as 0 while the main business was coded 1.

Household size is the number of family members of household dependent small businesses.
Furthermore, for the purposes of calculating the size of the domestic logistic regression with the
number of household members 1-4 vote coded 1 and the size of the household by the number of
household members 5 upwards coded 0.

The population of this study was the entire household small businesses in the province of South
Sulawesi spread in 24 districts / cities. To get a sample of households small businesses, applied
multistage random sampling method. The first phase conducted a census block sample selection of all
census block in South Sulawesi, both in urban and rural areas. Selection of census block sample
carried probability proportional to size with household size small businesses. From the results of the
election census block in South Sulawesi, as many as 602 selected census blocks spread over 24
districts / cities. Of the 602 census block, a total of 452 census blocks are located in urban areas and the
remaining 150 census blocks are located in rural areas. The second phase, all of the census blocks
were selected next election households small businesses systematically, and selecting the household
sample small business is set at 10 households for each census block. In urban areas, the number of
households was selected as 4,520 households while in rural areas 1,500 households. The samples in
this study are household small businesses located in urban areas with a total sample of 4,520
households.

To determine the functional relationship between the variables of household heads’ education
level, business status, and household size to consumption pattern of household small businesses use
Regression Logistic Model analysis with a model of the natural logarithm. Simultaneous hypothesis
Testing using Chi Square test, whereas partial hypothesis testing using the Wald Test. Odd Ratio Test
is used to determine the consumption pattern of household small businesses.

Results

Calculation of logistic regression was performed to household small businesses located in urban
areas as many as 4,520 households scattered small business operators in the 24 districts / cities of
South Sulawesi Province. The results of Logistic Regression can be seen in Table 1.

Table 1 Logistic Regression Calculation

Variables Coefficient (B) Wald Sig. Odd Ratio / Exp (B) df
Education (X1) * 0.927 7.322 0.021 2.344 1
Business status (X2) 0.084 0.023 0.670 1.076 1
Household size (Xs) * 1.292 4.676 0.024 3.423 1
Constants -3.965 139.281 0.000 0.041 1

y? with df = 3 amounted to 9.688
y2vave With df = 3 and the value a =5 per cent amounting to 7.815

Note: *) = Significant at the level of error (o) 0.05

Based on the findings, it turns out each diverse variables influence the consumption pattern of
household small businesses. From the result of regression valuey? swisic amounted to 9.688, while the
value of %2 vae with df = 3 and the value o =5 per cent amounting to 7.815, so that the value 2 statisic>y?
valwe. Thus, all variables consist of the household heads’ education level, business status and household
size simultaneously significant effect on consumption patterns of household small businesses.

The relationship between household heads’ education level (Xi) and consumption pattern of
household small businesses in urban (Y) is positive. It means that amount of household consumption
patterns small businesses in urban affected by household head's education level itself. Table 1 shows
that the education variable regression coefficient 0.927 and significance probability of 0.021. This,
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therefore, means that the influence of education on consumption patterns of household small
businesses in urban significantly. The higher a person's education, consumption expenditure will also
be higher, thus affecting consumption patterns and positive relationship. By the time a person or
family has higher education, the necessities of life more and more (Ilyangbe & Orewa, 2009; Ehirim,
2010, Hasan, 2018).

The relationship between business status (Xz2) and the consumption pattern of household small
businesses in urban is positive. It means that households have a side business status tend to consume
food more to meet the needs of the food compared to non-food needs. Table 1 shows that the
regression coefficient of 0,084 business status variables and probability significance of 0.670. Thus, it
means that the business status influences the consumption pattern of households small businesses in
urban is not significant. Status of small businesses, both in the form of the main business and side
business, does not have a significant influence on consumption patterns due to meet his needs some
small business operators to do other work. The main occupations of the respondents as small business
operator are government employees, laborers, and private employees.

The next variable household size shows the relationship between household size (X3) and
consumption patterns of household urban small businesses also generate a positive regression
coefficient. That is, more or less the pattern of household consumption of small businesses in urban
areas significantly affected by the size of the household. Table 1 shows that the regression coefficient
of household size and the probability significance 1.292 at 0.024. This, therefore, means that the effect
of family size on the consumption patterns of poor urban households significantly. The number of
dependents is one of the factors that influence household consumption patterns. The number of
family members, the consumption patterns increasingly varied for each member of the household
may not necessarily have the same tastes. The number of family members related to household
income which ultimately will affect the consumption pattern of household (Umeh &Asogwa, 2012).

The results of the logistic model estimation equation on poor households with an average
spending of lower categories logistic regression model is obtained as follows:

Y=Ln{p/1-p} =-3.965 + 0.927 X1 + 0,084 X2 + 1,292 X3

According to the logistic model, obtained estimator Bo = -3.9965, household heads’ education level
(B1) = 0.927, business status (B2) = 0.084 and household size (Bs) = 1.292 were determined using a
maximum inclination estimation method, with the understanding that the observed results or the
value of having a maximum inclination.

Furthermore, to determine the proportion of households allocate household spending to meet the
needs of the food according to education, business status and household size were analyzed using
Odd-Ratio (OR). The research findings indicate the proportion of household heads JSE lower
household expenditure allocated to meet the food needs to reach 50 percent or more of the total
expenditure is as much as 15.40 percent. Meanwhile, the Odd-value ratio (OR) of the education
variable head of the family of the results of the logistic regression of 2,344. That is, the possibility of
family heads JSE under which allocates spending on food group consumption by 2,344 times
compared with high school-educated household head upwards.

The proportion of households with a side business status of household expenditure allocated to
meet the food needs of 50 percent or more of total expenditure is as much as 8.00 percent. Meanwhile,
the Odd-value ratio (OR) of the variable business status of the results of a logistic regression of 1.076.
That is, the possibility of households that own a small business with a status sideline allocate spend to
the consumption of food groups of 50 percent or more is equal to 1,076 times compared with
households with main business status.

The proportion of households with a family size of 5 or more people who allocate household
spending to meet the food needs of 50 percent or more of total expenditure is as much as 17.33
percent. Meanwhile, the Odd-value ratio (OR) of variable size household of the results of a logistic
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regression of 3.135. That is, the possibility that the size of the family's household 5 or more people
who allocate spend to the consumption of food groups of 50% or more is equal to 3.423 times
compared with households with a family size of 1-4 people.

The results of this study have important implications because it shows that education of
household head and household size significantly affect household consumption patterns of small
businesses, ceteris paribus. Education of household head and household size are the most important
predictors of household consumption patterns of small business operators.

Observations of education of household head is associated with the behavior of the household
because the head of household is the decision maker in the family. It can generally be attributed that
education will shape one's breadth of knowledge and will greatly affect consumer behavior and
decision-making. The education level of the household head has an additional effect on personal and
household expenses as found by Yueh (2006) and Omori (2010).

Associated with household size, most of the existing research provides insights that affect family
size savings and household consumption expenditure, but in the opposite direction (Rehman et al.,
2010, 2011). With increasing household size, income diverted from savings and individual savings
income ratio consequently lowered. However, due to the presence of a large number of economically
active members, there is the possibility of saving the average family-sized over-membered family
groups lower. Nevertheless, the majority of empirical findings of research suggests that family size
has a negative effect on savings, because of the increased number of family members to lower
savings, resulting in a tendency to save dwindling (Bendig et al., 2009). Consumption expenditures,
on the other hand, is regarded as a positive function of the size of the household, as proposed by a
number of theories of consumption. Each additional family size results in an additional burden on
household income levels that lead to the transfer of income on consumption (Dornbusch et al., 2004)
and the satisfaction of the needs of daily consumption of each additional family member in an
increase in individual consumption earnings ratio. Some researchers argue that in absolute terms,
spending a great family consumption may be lower than families with small members, made possible
by a large household income levels relatively lower compared to the smaller ones.

Conclusions

This study found that three variables such as household heads’ education level, business status
and household size significant effect on household consumption pattern of small businesses
simultaneously. However, only household heads’ education level and household size were significant
effects on household consumption patterns of small businesses partially.

The findings of this study indicate that there are still many heads of household with low education
and family size are quite large (over 5 people). In the group of these households even have gained
significant revenue, but because education is still relatively low and the number of household
members was great too, the idea of allocating expenditure for non food is still relatively low, so the
savings and investment for the development of their business are still not optimal yet.

The implication of this research is the provision of capital and empowerment of household small
businesses that are in informal sectors needs to be done. With such assistance, the household work
done economically small businesses can thrive and benefit. While the empowerment provided can be
in the form of an increase in the attitude / mental of entrepreneur, quality of business management,
finance and marketing.
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