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 This study aims to analyze the improvement of the welfare of cooperative members in a sustainable 
manner, which is influenced by the development of business strategies and the competence of 
members. The research was conducted at women's cooperatives in East Java Province, Indonesia. 
The research design uses a quantitative approach. Respondents in this study are members of active 
women's cooperatives who have their own businesses from cooperative capital. The questionnaire 
was distributed by directly meeting respondents or via email among 185 respondents who were 
members of active cooperatives. SEM analysis was used to determine the effect of competency 
variables on improving member welfare mediated by business strategies. The results of this study 
indicate that the welfare of cooperative members was largely determined by the competence of 
cooperative member business actors, but this welfare improvement will be more effective if 
business actors understand and implement business strategies even though on a small scale. 
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1. Introduction 
 
Until now, cooperatives in Indonesia are still dependent on the helping hand of the government. However, if data collection 
is carried out carefully, less than a third of the existing cooperatives have received a helping hand from the government or 
have become part of government programs. This means that there is a great desire to cooperate in the midst of their economic 
limitations. This indicates that community participation in cooperatives still plays a real role in economic life in Indonesia. 
However, people's desire to cooperate has grown slowly. Although the number of newly established cooperatives continues 
to increase, community participation in cooperative membership is still relatively low (Mubarok et al., 2019; Syaiful, 2016). 
The relationship between community membership in cooperatives and their economic role is evident in practice, specilly in 
the West and also in Indonesia. However, the Indonesian cooperative is less significant in economic role since less than a fifth 
of Indonesia's population is a member of the cooperative. Now the activities of Indonesian cooperatives are already in various 
economic sectors, but the dominance of cooperative business strength is still grouped in savings and loan activities (Mubarok 
et al., 2019). Community participation in cooperative membership moves between 10% and 15% of the population, both over 
time and across regions. The contribution of cooperatives to economic growth is still relatively low compared to other 
economic sectors (Bijaoui & Regev, 2015). The most considerable contribution to economic growth in East Java is dominated 
by the manufacturing industry and other service industries. This causes economic growth to be unable to provide a trickling 
down effect that can push the local economy to a lower level. This relates to production factors, markets, and the competence 
of local economic actors to enter the mass production process chain and connect to large industries (Finlayson et al., 2018). 
Optimizing economic improvement through increasing the welfare of cooperative members, it is necessary to conduct in-
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depth studies with intensive research (Wahid et al., 2013). This research was conducted to find a model for improving the 
welfare of cooperative members through increasing competence and changing business strategies. We consider that in order 
to provide optimal results in increasing the chain of production, marketing, and developing cooperatives and their members, 
the competency development of the management and members of the cooperative is the primary social capital. This study 
aims to improve the welfare of cooperatives and their members in East Java Province by increasing competence and 
determining the correct business strategy so that cooperatives and cooperative members are able to compete and develop, both 
in terms of efficiency of production processes, capital, marketing networks compared to other economic actors. 
 
The virtue of this research is to create a model for increasing the welfare of members that is more in line with the characteristics 
of the local community and culture and is planned in an integrated manner by taking into account the potential of local 
resources, starting from the institutional structure that is able to synergize between economic actors built-in local economic 
improvement programs through synergy. Three pillars of research and development are academics, government, and business 
actors to network with stakeholders and other caring groups. This research aims to investigate the increase in the welfare of 
cooperative members, which is mediated by the business strategy by increasing the competence of cooperative members' 
training. 
 
2. Literature review 
 
2.1. Competence 
 
Competence is the ability to do something that is obtained through education and training (Avkiran, 2000; Polnaya et al., 
2018). Competence is an attempt to describe what is expected, desired, coveted, anticipated, managed, and so on. Competence 
describes the behaviors associated with desired performances and also describes the work context (Hampton et al., 2009). In 
defining competence, competence must: (1) have complex performance, (2) be useful, described by services and products, (3) 
reality-oriented, (4) can be predicted for the present and future, (5) has a high priority among performance expectations, and 
(6) explain performance patterns (Conway, 1994; Decius & Schaper, 2017; Kunjiapu & Mohamad, 2010). Based on the above 
definitions, it can be concluded that competence is a set of behaviors that contain a distinctive pattern of appearance that 
describes the implementation of relevant tasks. Professional competence can be defined as a summary of the key professional 
and personal skills and talents, and patterns of behavior that an individual must possess and demonstrate in order to 
successfully achieve defined professional goals and perform related professional tasks, duties, and responsibilities (Blašková 
et al., 2014). Competence is defined as a proven ability to use knowledge and skills (Glogger-frey et al., 2017; Moghabghab 
et al., 2016). This is also explained in terms of responsibility and autonomy. A different view can be applied to what is known 
as general human competence, which, to some extent, reflects all human endeavors in an organization (An & Han, 2020; Ataei 
et al., 2020). 
 
2.2. Business Strategy 
 
Competition intensity is rooted in three types of the competitive environment, namely: perfect competition, pure monopoly, 
and imperfect competition (Boso et al., 2012; Hallbäck & Gabrielsson, 2013). A perfectly competitive market is characterized 
by the following conditions: 1). There is no product differentiation; 2). Same company knowledge; 3). Not an entry barrier; 
4). Not hurdle exit 5). Competition is atomic (Iglesias et al., 2019; Waweru, Nelson; Uliana, 2008). Whereas in a monopoly 
market, there is no competition since there is only a single seller and products that are sold are unique, there are no substitutes 
for goods, and if the buyer wants to buy a product, the buyer must buy from a single seller. Very fierce competition occurs 
both in perfect competition and monopolistic markets, in imperfect competition and monopolistic markets, there are a lot of 
companies operating, which may result in intense competition, and to win this competition, a superior competitive strategy is 
needed. The typology of strategies developed includes prospectors, defenders, analyzers, and reactors (Iglesias et al., 2019; 
Kouropalatis et al., 2012; Lytle & Timmerman, 2006). Meanwhile, Porter (1980) proposes two different types of strategies, 
namely the low-cost strategy and product differentiation strategy (Cuganesan et al., 2012; Linton & Kask, 2017). 
 
2.3. The Concept of Welfare 
 
The level of welfare is a concept used to express the quality of life of a community or individual in an area at a certain time 
(Abu Talib et al., 2018; Engineer, Merwan, & Ian King, 2008). The concept of welfare that is owned is relative, depending 
on how each individual assesses the welfare itself. Prosperity for someone with a certain level of income cannot be said to be 
prosperous for others (Syaiful, 2016). Welfare is a condition in which all the physical and spiritual needs of the household 
can be met according to the level of life (BPS, 2018). The dimensions of people's welfare are realized to be very broad and 
complicated so that a level of people's welfare can only be seen through a particular aspect (Mubarok et al., 2019; Tremblay 
et al., 2019). Therefore, people's welfare can be observed in various specific elements. 
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3. Method 
 
The design of this study is quantitative to analyze the increase in welfare, which is influenced by competence and mediated 
by business strategies. The method of analysis uses SEM analysis to determine the influence between the variables studied so 
that it is expected to be part of the decision making for cooperative programs and activities. The population in this study 
included the management and members of women's cooperatives in East Java Province, namely 185 active members of the 
cooperative. The sampling technique used purposive sampling to facilitate intervention in developing cooperative competence 
and its members in making changes to their business strategies. In addition, documentation techniques are used to suit the 
needs of the analysis. 
 
4. Result  
 
The results of the calculation of the unidimensionality construct of the member's welfare construct have met the requirements 
for confirmatory factor analysis. The GFI value as a measure of the feasibility of the model reaches a value of 0.937 (greater 
than 0.90) and a Chi-square value of 19.536. Based on this, it can be concluded that there is an evidence that the welfare 
construct has an acceptable unidimensionality. The test results on the C.R statistic on each indicator on the construct of mem-
ber's welfare have shown significant results. This result is evidenced by a C.R value of more than two or a p-value <0.05. 
Based on the loading value (lambda), all values are above 0.30, so that it also provides evidence that each indicator has a high 
level of construct validity. Substantially, the dimensionality test results show that the dimensions can construct the welfare of 
members. The highest loading value is found in the dimension of the family health level. This largest loading means that the 
respondents in this study have the right level of family health after becoming members of the cooperative. The results of this 
analysis also explain that there is a large variation in the indicators of other welfare variables, namely the condition of housing 
facilities, the level of children's education, and the level of family income after becoming a member of the cooperative. In the 
other three dimensions with loading of more than 0.30. The results of the unidimensional analysis of business strategy varia-
bles have met the requirements for confirmatory factor analysis. Substantially, the dimensionality test of the business strategy 
variable can be formed by three indicators. The highest loading value is an indicator of service change with the same value, 
amounting to 0.73. This shows that so far, cooperative member business actors have provided reasonably good service to 
consumers. The two other indicators with loading more than 0.30 can also explain that the implementation of business strat-
egies can be measured through product changes and changes in the right distribution channel. The results of the unidimen-
sionality analysis of the competency improvement variable have met the requirements for confirmatory factor analysis. Sub-
stantially, the dimensionality test of the competency improvement variable can be formed by four indicators. The highest 
loading value is an indicator of experience with a value of 0.84. This shows that according to the perception of respondents, 
namely members of female cooperatives that increased competence in running a business as a member of a cooperative, where 
the working capital is from the cooperative. Besides that, increasing creativity is the second important indicator. These two 
indicators are essential to improve the competence of cooperative member business actors. In the other three dimensions with 
loading of more than 0.30, it can also be explained that the increase in the competence of cooperative member business actors 
can be measured through the right business motivation, adequate experience, and relatively stable emotional abilities. 
 
4.1. Structural Equation Model 
 

 
Fig. 1. Final Research Model 
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After the latent variables have been tested to form unidimensionality and meet the SEM assumptions, the next step is to 
evaluate the structural equation model by comparing the index of fit value with the cut-off value criteria of the structural 
equation model. The results of the structural equation model testing prove that the probability value has met the recommended 
one, while the other values Chi-Square, CMIN / DF, RMSEA are categorized as moderate, while the GFI and TLI values are 
categorized as satisfying. Hair et al. (1995) explained that the model is declared good if the Chi-Square and Probability values 
meet the recommended cut-off values. Thus, the structural equation model that is built can be used as an analysis tool and test 
the research hypothesis. 
 
4.2. Loading Factor Analysis in the Structural Equation Model 
 
Before discussing the structural equations that are formed, first, an analysis of the factor loading of each latent exogenous and 
latent endogenous variable is conducted. 
 
Table 1 
Loading factor variables and research indicators 

Variable Indicator Factor Loading Mean Indicator  
Welfare 
 
 
 

Family income level  .76 3.60 
Family education level .70 4.20 
Family Health Level .94 4.07 
Condition of House Facilities .90 4.02 

 Mean Variable 3.86 
Business Strategy  
 
 

Product Change 0.71 3.56 
Service Change 0.73 3.57 
Change in Distribution 0.70 3.50 

 Mean Variable 3.57 
Competence  
 
 

Entrepreneurial Motivation .73 3.59 
Experience .84 3.91 
Creativity .82 3.66 
Intellectual Ability .53 3.92 
Emotional Ability .65 3.73 

 Mean Variable 3.65 
 

Based on Table 1, Factor loading, which explains competency variables, can be described that the experience factor dimension 
has a dominant contribution in explaining the competency of business actors with an estimated coefficient value of 0.84; 
followed by indicators of creativity; with an estimated coefficient value of 0.82, while the entrepreneurial motivation indicator 
made a recessive contribution of 0.73, respectively, the emotional ability was 0.65, and intellectual ability was 0.53. Factor 
loading, which explains the business strategy variable, can be explained that the service change dimension has a dominant 
contribution in defining the business strategy variable with an estimated coefficient value of 0.73; followed by the product 
change dimension with an estimated coefficient value of 0.71, while the distribution change indicator contributed 0.70. Factor 
loading that explains the variable family welfare shows that the indicator of family health has a dominant contribution in 
explaining the welfare variable with an estimated coefficient of 0.94; followed by an indicator of the condition of the house 
facilities with an estimated coefficient of 0.90, then the level of family income with an estimated coefficient of 0.76, followed 
by an indicator of the level of family education with an estimated coefficient of 0.70. This research was tested by SEM analysis 
and fit a model to determine the causality relationship of research variables. The result of the influence test between variables 
is indicated by the value of the Regression Weight in the Critical Ratio column, identical to the t-count value) compared to 
the critical value (similar to the t-table value); The critical value for the significance level of 0.05 (5%) is 1.998 (on the t-
table). 
 
Table 2 
The Causality Relationship of Research Variables 

Variable Standardized Regression Weight Probability Direct Critical Ratio 
Competence → Welfare 0.329 5.131 0.000*) 
Competence  → Business Strategic 0.739 5.703 0.000*) 
Business Strategic → Welfare 0.293 4.042 0.000*) 
*) level of significant 0.05   

 
The estimation parameter of testing the influence of competence on the welfare of members in the structural equation model 
shows that the CR (Critical Ratio) value of 5.703 is greater than the critical value at the significant level of 0.05 (1.998). The 
resulting probability value is 0.000, less than 0.05. So it can be concluded that the competency variable is statistically tested 
and has a significant effect on performance. The estimated parameter of testing the effect of competence on business strategy 
in the structural equation model shows that the value of CR = 4.065 is greater than the critical value of 1.998; The resulting 
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probability value of 0.000 is smaller than 0.05, it can be concluded that competence is statistically tested to have an effect on 
business strategy. Based on the results of the analysis, it can be concluded that the results of this study support the hypothesis, 
which states that competence has a significant and significant effect on business strategy and welfare. The estimation param-
eter of testing business strategy on welfare shows that the business strategy variable has a significant effect on welfare. This 
is indicated by the CR value of 2.853, which is greater than the critical value at the significant level of 0.05 (5%), namely 
1.998; the probability value of 0.004 is smaller than 0.05. Based on the results of the analysis, it can be concluded that this 
study supports the hypothesis which states that business strategy has a significant effect on welfare. The influence of compe-
tence on welfare through business strategies. The test results can be seen in Table 3 below: 
 
Table 3 
Test Results Influence of competence on welfare through business strategies. 

Variable Direct effect Indirect effect Total effect 
Competence → Strategic 0.739   
Competence → Welfare 0. 329   
Strategic → Welfare 0. 293   
Competence    → Strategic → Welfare 0.216 0.739 × 0.293 = 0.216 0.546 

 
In Table 3, it can be seen that the direct effect of competence on business strategies and business strategies on the welfare of 
members is 0.739 and 0.293, respectively. If the total effect is greater than the direct effect, then a variable can be called an 
intervening variable. Based on the results of the analysis in table, it can be concluded that the results of this study support the 
hypothesis, which states that competence has a significant effect on the welfare of cooperative members through business 
strategies. 
 
5. Discussion  
 
Competence in this study is formed by indicators of motives, intrinsic factors, self-concept, knowledge, skills, or abilities. 
These five indicators provide a very varied contribution from the largest to the smallest, while the most considerable contri-
bution is given by the experience indicator, and the smallest contribution is determined by the intellectual ability indicator. 
This competency variable has a positive and significant effect, either directly or indirectly, on business strategy and welfare. 
This indicates that competence, which is determined by experience and creativity, will be able to help business actors make 
the right strategies to improve the welfare of cooperative members. The results of this study support the results of previous 
studies (Avkiran, 2000; Blašková et al., 2014; Kunjiapu & Mohamad, 2010; Moghabghab et al., 2016).  
 
A business strategy is a situation that involves the identification and loyalty and commitment of a business actor to the business 
he is engaged in. In this study, business strategy is measured by product changes, service changes, and distribution changes. 
The results of the analysis show that respondents appreciate agreeing that service changes are an essential indicator in imple-
menting small-scale business strategies. This indicates that business actors in cooperative members have high enthusiasm 
because they believe in the consequences for family welfare, so they do their best to continue to provide the best service to 
consumers. This is consistent with the results of previous research that changes in business strategy, even though on a small 
scale, have a significant effect on the welfare of cooperative members (Anderson et al., 2010; Jaafar, 2012; Lytle & Timmer-
man, 2006; Mmutle & Shonhe, 2017). In its implementation, this strategy is manifested in changes in service improvements 
in terms of product availability, the variety of services that consumers want, and the facilitation of consumers to get pleasant 
benefits. The results of the empirical analysis show that, in general, the respondents in this study responded well to indicators 
of welfare. This indicates that someone who is part of a cooperative is more effective in increasing welfare than people who 
do not join the cooperative (Paramata, 2015). This increase in welfare is marked by the rise in family income, although this 
increase is not significant with an increase in the prices of basic necessities. In addition, health and education improvements 
are also better than before becoming cooperative members.  
 
The test results through SEM analysis found that competence has a positive and significant effect on welfare. This illustrates 
that if the actor who is a member of the cooperative wants to improve welfare, he must pay attention to the self-concept 
indicator. In this case, it does not mean that other indicators are not essential to pay attention to, but because these indicators 
contribute more than other indicators to the formation of latent variables. The findings of this study support research conducted 
by previous researchers (Albareda-Tiana et al., 2018; Garzón, 2010; Polnaya et al., 2018), which states that competence has 
a positive and significant effect on welfare. Based on the analysis, it shows that the business strategy has an effect on the 
welfare of cooperative members. This indicates that the business strategy that is carried out, even on a small scale, is able to 
improve the welfare of cooperative members. The findings of this study indicate that changes in products, changes in services, 
and changes in distribution can promote the welfare of cooperative members.  
 
Changes in service to consumers are the most important part of welfare, especially at the level of sales, which is the primary 
concern of cooperative member actors (Jack et al., 2006; Kelley et al., 2013; Mubarok et al., 2019). So it can be stated that 
the strategy is the leading business for cooperative member actors in order to become a guideline for performing professionally 
so that the welfare of cooperative members can increase. The test results of this study indicate that the business strategies 
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carried out by the cooperative members have an effect on welfare. While competence affects business strategy, so the business 
strategy is able to mediate the influence of competence on the welfare of cooperative members. Increasing the welfare of 
cooperative members through this business strategy is indicated by changes in services that have a higher loading factor value 
compared to other indicators. In addition, product change indicators have the second-highest value, followed by distribution 
change indicators. Competencies possessed by cooperative member business actors will provide knowledge and experience 
to carry out the right business strategy at the scale of the business they are running. 
 
6. Conclusion  
 
The involvement of actors and employers' associations in improving the sustainable welfare of members still needs to be 
optimized. This is evident from the respondents' perceptions of the empowerment carried out on the human resources of 
female cooperative members. So it is necessary to optimize the empowerment of business actors. Continuous improvement 
of the welfare of business members by implementing business strategies still needs to be optimized for all business actors. 
This can be done by increasing the competence of cooperative members. Based on respondents' perceptions of increasing 
competence, it still has to be optimized. Competence has a significant effect both on the welfare of members and business 
strategy, meaning that the welfare of women cooperative business members can be further improved by increasing the com-
petence of business actors. Increasing the competence of business actors will also increase the knowledge and skills of entre-
preneurs in making business strategies.  
 
The implementation of a more effective business strategy will be able to improve the sustainable welfare of women coopera-
tive members. In addition, the application of this business strategy is also able to mediate the effect of competence on improv-
ing the welfare of female cooperative members. This means that increasing the welfare of female cooperative members will 
be more effective when the competence of business actors is improved, and then the skills possessed by business actors are 
applied by practicing business strategies which will further improve the welfare of members of sustainable business actors. 
The research results reveal that the welfare of women cooperative members can be improved by increasing the competence 
of business actors. Meanwhile, the business strategy also has a significant effect on improving the welfare of business mem-
bers in a sustainable manner and is able to mediate the influence of competence on the welfare of business members.  
 
The focus of the business strategy observed in this study is measured from changes in products, changes in services, and 
changes in distribution, for example, the speed at which organizations anticipate environmental changes. Therefore, it is sug-
gested for future research to further explore the indicators of specific business strategies undertaken by business actors who 
are members of women cooperatives. From the analysis results it has shown that there was a direct influence of competence 
on the welfare of business members, but the increase in the welfare of business members would be higher if it were mediated 
by business strategies. Therefore, it is suggested for business actors that increased competence marked by entrepreneurial 
motivation, experience, creativity, intellectual abilities and high emotional abilities must be followed by the application of 
more intensive business strategies. So that the welfare of business members can be continuously improved. 
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