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Abstract. Many attempts have been made to develop Small and Medium
Enterprises (SMEs). However, this research focuses on the role of district
governments in empowering SMEs. This study, uses the SWOT Analysis to
examine the variables that influence in empowerment of SMEs in Tabanan. The
purpose of this study; ldentify Strengths, Weaknesses, Opportunities and Threats
and formulate a strategy for empowering SMEs in Tabanan. This research is
descriptive and exploratory to find various variables that affect the performance of
SMEs and is formulated as part of the SMEs empowering strategy. The sample of
this study was 100 SMEs entrepreneurs spread over 10 (ten) sub-districts in
Tabanan. The study results show, the Tabanan District Government must: (i)
provide training to improve the capacity of SMEs in managerial and technical
fields, financial management and accounting in managing their businesses; (ii)
allocating more funds for the development of SMEs in Tabanan to increase their
productivity; (iii) launching a trade center program to accommodate SMESs products
and to market in an integrated and continuous manner, both for markets within and
outside Bali; (iv) SMEs in Tabanan should improve their ability in the production
process, maintain product quality and product design so that their products remain
in demand by consumers and (v) SMEs should join an organization and market their
products through e-commerce applications.
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INTRODUCTION

Small and Medium Enterprises (SMEs) play an important role in
promoting economic growth and development (Muritala et. al. 2012). SMEs in the
Indonesian National economy have an important and strategic role in sustaining
economic growth. The growth and development of small and medium-sized
businesses will encourage growth in employment opportunities and increase
community welfare.
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Asli and Kunt (2012), stated the problems of SMEs were lack of capital,
difficulties in marketing, raw materials, lack of skill in the production process, lack
of managerial and financial capabilities, and a less conducive business climate.
Urata (2000) shows the main problems faced by SMEs are many SMEs not yet
bankable, because the financial aspects are not transparent, and the lack of
managerial ability in finance.

In 2017 there were 5,003 SMEs, spread in ten sub-districts in Tabanan
Regency. The SMEs consisted of 4,875 small businesses (97.44%) and 128 medium
businesses (2.56%). The contribution of SMEs in the formation of the Gross
Regional Domestic Product (GRDP) Tabanan, in 2017 was 5.9 percent (Tabanan
District Office of Cooperatives and SMEs, 2018).

The problems of SMEs in Tabanan Regency are: lack of capital, limited
raw materials, lack of expertise in production techniques, difficulties in product
marketing, fierce business competition, lack of managerial skills, lack of financial
management knowledge, and a less conducive business climate. Thus the coaching
program is needed especially in empowering SMEs.

The role of government is needed in empowering SMEs. Jim Bell et. al.
(2004), states the role of government and large companies is very significant in
promoting SMEs. Mile (2010) states cooperation between fellow craftsmen and
government support is an alternative to overcome problems in developing SMEs.

Marketing skills are needed in the development of SMEs. Athanasios
(1999) states the obstacles faced by SMEs are in terms of; innovation and
development of business networks (marketing). Devi and Byung (2009), stated the
role of marketing (technological innovation) is needed to improve the performance
of SMEs. Urata (2000), states marketing or network marketing is an obstacle in the
development of SMEs.

In terms of capital, Yuri (2000) explained the empowerment of the small
business sector must be done by providing affordable business financing sources.
Urata (2000), Asli and Kunt (2012) and Ladislav (2012) stated business capital or
capital or financial access is needed in the development of SMEs.

From the production process side, Athanasios (1999) states the problems
often faced by SMEs include: the low ability of production techniques (production
processes) and quality control. Urata (2000) identifies SME problems including:
poor quality control, production equipment.

Related to human resources (HR), Urata (2000), Ladislav (2012), Mile
(2010) and Yuri (2000), stated the quality of human resources or labor and creativity
is needed in the development of SMEs.

The availability of raw materials is needed by SMEs. Urata (2000) states
the problem of SMEs is quality control (raw materials) and production equipment.
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Based on those problems , a study on "The Role of Local Government in
Empowering Small and Medium Enterprises (SMESs) in Tabanan Regency — Bali"
has be done.

2. Small and Medium Enterprises (SMEs), and the Government's Role

Small and Medium Enterprises (SMES)

Based on Law No. 20 of 2008 concerning Business, Micro, Small and
Medium Enterprises (MSMESs), which is meant by: (i) Small Business is a
productive economic business that stands alone which is carried out by individuals
not directly or indirectly a subsidiary. Criteria for small businesses having a net
worth of between Rp 50 million to Rp 500 million excluding land and buildings
where businesses or sales turnover ranges from Rp 300 million to Rp 2.5 billion,
(i) Medium Business is a productive economy that stands alone conducted by
individuals not directly or indirectly a subsidiary. Criteria for medium-sized
businesses have a wealth of more than Rp 500 million to Rp 10 billion, excluding
land and buildings where businesses or sales turnover ranges from Rp 2.5 billion to
Rp 50 billion.

Role of the Government

Mubyarto (2002) states empowerment is an effort to build power
(community) by encouraging, motivating, and raising awareness of their potential
and striving to develop. Empowerment of a people's economy must be carried out
by the government in collaboration with non-governmental organizations and the
banking society. Kartasasmita (1995) stated that empowerment must be carried out
in three ways as follows: (a) creating a conducive climate, so that the community's
economy can develop; (b) strengthen the potential of the community by preparing
infrastructure both physical and social that can be accessed by the lowest strata of
society; and (c) empower in the sense of protecting and defending weak
communities.

SMEs is a strength in the implementation of social economy. Therefore,
the existence of SMEs must be protected and empowered by the government. In
Law No.20 /2008 on MSMEs, empowerment is an effort made by the Government,
Regional Government, Business Groups, and the Community in synergy to foster a
business climate for SMEs so that SMEs are able to grow and develop into a strong
and independent business.

Strategy and Empowerment of SMEs
Griffin and Moorhead (2014) states a strategy is a series of plans and
actions needed to achieve organizational goals. Each organization strives to develop
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strategies that enable the organization to achieve its stated goals. Strategy is the art
of integrating or interacting between key success factors so that synergy occurs in
achieving goals. Strategy is a means to an end. The benefit of the strategy is to
optimize superior resources in maximizing the achievement of performance goals.
In the management concept the best way to achieve goals, objectives and
performance is a strategy to empower resources effectively and efficiently.

Marketing

According to Michaelidou et. al (2011) the core of marketing is identifying
and meeting human and social needs. One brief definition of marketing is "meeting
needs in a profitable way". From this views, marketing management as the art and
science of choosing target markets and reaching, retaining, and growing customers
by creating, delivering and communicating superior customer value. They
distinguish marketing management in two definitions, social definition and
managerial definition. By definition social marketing is a social process where
individuals and groups get what they need and want by creating, offering and freely
exchanging valuable products and services with others.

Capital

According to Macchiaroli (2010) capital is the amount of money or goods
used for company activities consisting of fixed capital such as factory buildings,
machinery and working capital such as receivables, goods, material preparations,
half goods finished and finished goods. While Gilarso (1993), states that in
economics the term capital (capital, capital goods) as a factor of production refers
to all facilities and infrastructure (other than human and natural gifts) produced to
be used as input (input) in the production process: buildings and construction, tools
and machinery, and additions to inventory.

Raw material

Raw materials are one of the most active elements in the company which
are continually obtained, modified and then resold (Su-Yol, 2008). Most of the
sources of companies are also often linked in the supply of raw materials that will
be used in the operation of the factory company. Raw Materials are goods obtained
for use in the production process. Some raw materials are obtained directly from
natural sources. However, more often than not, raw materials are obtained from
other companies and this is the final production of the suppliers.

Production process

According to Su-Yol (2008) the process is defined as a way, method and
technique of how the actual sources (labor, machinery, materials and funds) are
changed to obtain a result. Production is an activity to create or add to the use of
goods or services. The process is also interpreted as a way, method or technique of
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how the production is carried out. Production is an activity to create and add utility
to goods and services. According Loh and Koh (2004) the production process is a
method, method or technique to increase the use of goods and services using
existing production factors.

Quality of HR

Human Resources according Kuan (2005) is a workforce or employee in
an organization that has an important role in achieving success. Heather (2010)
stated that human resources are people who work in an organization (also called
personal labor, or employees). Macchiaroli (2010) argues the notion of the quality of
human resources is the value of a person's behavior in being responsible for all his
actions both in personal life as well as community and national life.

Accounting

Fauzul et. al. (2010) states, accounting is an information system that is able
to measure business activities, process data into reports, and communicate the
results to decision makers (managers). Where as Joshua and Peter (2010) defines
accounting as an information system that produces reports to interested parties
regarding economic activities and company conditions that are useful in decision
making.

METHODOLOGY
Population and Sample

The population in this study was 5,003 SMEs, which consisted of 4,875
small businesses (97.44%) and 128 medium businesses (2.56%). A sample of 100
SME units were spread in ten sub-districts in Tabanan Regency.

Data collection

Data collection is done by 1) Observation, by observing directly on
selected SMEs, 2) Structured interviews, by asking questions directly to
respondents using a questionnaire.

Data analysis method

SWOT analysis is used to analyze data and a descriptive analysis is
performed to describe or give an overview of the object under study through data
samples or populations as they are, without conducting analysis and making
conclusions that are generally accepted (Hair et. all., 2010). SWOT analysis is an
excellent tool to be used in making strategic planning for SMEs (Houben et. al.,
1995).
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Conceptual framework
The conceptual framework of this study can be seen in Figure 1.

SWOT Analysis
e STRENGTHS
e WEAKNESSES
e OPPORTUNITIES
e THREATS

Marketina )

Canital —

Raw Material —

The Role of
District
Government

Priction Process —

Nnalitvy nf HR

Accountina

Strategy
Empowerment
SMEs

Figure 1.
Conceptual Framework
Empowerment of Small and Medium Enterprises (SMES)
in Tabanan Regency

RESULTS AND DISCUSSION

Demographic Characteristics of Respondents

Characteristics of respondents, can be explained as follows: by sex; 67
men (67.0%) and 33 women (33.0%). In terms of education level; There were 33
scholars (33.0%), 67 graduates (67.0%). In terms of age; respondents aged 35 years
old were 14 people (14.0%), respondents aged 35-45 years were 42 people (42.0%),
respondents aged 46-55 years were 39 people (39.0%) and respondents aged over

479



ATLANTIS
PRESS

Advancesin Social Science, Education and Humanities Research, volume 423

55 years as many as 5 people (5.0%). In terms of length of work; respondents who
have worked less than 5 years are 25 people (25.0%), respondents who have worked
for 6-10 years are 50 people (50.0%), respondents who have worked 11-15 years
are 15 people (15, 0%), and respondents with years of work over then 15 years and
over as many as 10 people (10.0%).

Identification of Internal and External Factors in SMEs in Tabanan Regency

The internal factors (strengths and weaknesses) and external factors

(opportunities and threats) owned by UKM in Tabanan Regency are as follows.

1.

Strengths (Strenghts) consist of: distribution, pricing of products, access to
sources of capital (Government Banks, Private Banks, BPRs, LPDs,
Cooperatives and others), layout, environmentally friendly, individual integrity,
individual commitment, preparation of financial statements / financial
transactions and carrying out periodic calculations between costs (effort) and
results (achievements).

. Weakness consists of: product design, packaging (packaging), Promotion, speed

of capital fulfillment, total capital fulfillment / needs, equipment / machinery /
technology, Standard Operating Procedure (SOP), managerial competence,
technical competence, organizing accounting to measure business activities and
separate business finance from personal finance

. Opportunities consist of: the role of government in; facilitate the marketing of

products, facilitate access to capital, facilitate the development and skills of
human resources, facilitate training in administration and accounting and source
of raw materials, quality of raw materials

. Threats (Threats) consist of: not facilitating the supply of raw materials, not

facilitating in the ease of obtaining production equipment (production process),
not guaranteed quantity / quantity of raw materials and not guaranteed continuity
of raw materials.

Internal Factor Analysis Summary (IFAS Matriks)

The results of calculations from the IFAS matrix can be seen as in Table 1

Table 1.
Internal Factor Analysis Summary (IFAS Matriks)
) ) Skor
NO. | INTERNAL STRATEGIC FACTORS | Wight | Rating |\wight x Rating
100

. | Strenghts

A. | Marketing Variable
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1 | Distribution 3,00 0,149
2 | Product pricing 3,10 0,165
B. | Capital Variable
Access to capital sources (Government
3 | Banks, Private Banks, BPRs, LPDs, 2,82 0,158
Cooperatives and others
C. | Production Process Variables
4 | Layout 3,18 0,143
5 | Environmentally friendly 3,18 0,159
D. | HR Quality Variable
6 | Individual integrity 2,77 0,156
7 Individual commitment 3,16 0,173
E. | Accounting Variables
8 Prepare_fmanmal reports / financial 2,76 0,127
transactions
Carry out a periodic calculation between
9 | costs (effort) and results (achievements) 318 0,169
1. | Weakness
A. | Marketing Variable
1 | Product Design 3,10 0,163
2 | Packaging (packaging) 2,74 0,140
3 | Promotion 2,78 0,134
B. | Capital Variable
4 | Speed of capital fulfillment 2,70 0,135
5 | Total capital needs / fulfillment 2,77 0,127
C. | Production Process Variables
6 | Equipment / machinery / technology 2,70 0,111
7 | Standard Operating Procedure (SOP) 2,77 0,143
D. | HR Quality Variable
8 Managerial competence 3,18 0,175
9 | Technical competence 2,68 0,126

481



ATLANTIS
PRESS

Advancesin Social Science, Education and Humanities Research, volume 423

E. | Accounting Variables
10 g:ar_rylng out accounting to measure 5 3,18 0,150
usiness activities
11 Separate b_usmess / usha finance with 5 2.70 0,124
personal finance
TOTAL 100 2,928

Source: Research Results

External Factor Analysis Summary (EFAS Matriks)

The results of calculations from the EFAS matrix can be seen as in Table

2
Table 2
External Factor Analisys Summary Matriks (EFAS Matriks)
. . Skor
NO. | EXTERNAL STRATEGIC FACTORS | Wight | Rating Wight x Rating
100
. | Opportunities
A. | Government Role Variable
1 | Facilitating product marketing 12 3,61 0,440
2 Facilitating access to capital 11 3,17 0,361
3 | Facilitating HR development and skills 11 3,17 0,364
4 FaC|I|tat_|ng training in administration and 10 3,20 0,319
accounting
B. | Raw Material Variables
5 | Ingredients source 10 2,86 0,291
Quiality of raw materials 10 2,85 0,294
I1. | Threats
A. | Government Role Variable
1 | Facilitating the supply of raw materials 9 2.43 0,218
Facilitating the ease of obtaining
2 production equipment 9 2,43 0,209
B. | Raw Material Variables
3 | Quantity / amount of raw material 9 2,01 0,176
4 | Continuity of raw materials 8 2,24 0,182
TOTAL 100 2,855

Source: Research Results
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PRESS
Internal - External Matrix
Based on the IFAS - EFAS Matrix, the total IFAS score is 2.928 and the
EFAS score is 2.855. The explanation can be seen as in the Internal - External
Matrix as in Figure 2.
Figure 2
Internal - External Matrix
Total Internal Strategy Score
Strong Enough Weak
4,00 3,00 2928 2,00 1,00
|
| I ] "
Have a chance GROWTH I STABILITY RETRECHMENT
(Concentration through I (With internal (Turn Around With
300 vertical integration) ! concentration) Down Sizing)
]
|
2855 k= = = — — IV o e e e - - \Y VI
’ GROWTH STABILITY RETRECHMENT
Enough (Concentric (Diversification) (Close and Liquidation)
Total Diversification)
Score
Strategy 2,00
External Wl VI IX
GROWTH STABILITY RETRECHMENT
. ( Product Diversification) (Diversification) (Close and Liquidation)
Threatening
1,00

Source: Data Processing Results, 2019

Discussion
SWOT Matrix

Based on Figure 1 (Internal - External Matrix) it can be stated the position
of SMEs in Tabanan Regency has a position on Stability with diversification of
business concentration. This is indicated by conditions in the marketing
(distribution and determination of cost of goods are strengths). In the capital, access
to sources of capital (government banks, private banks, rural banks, LPDs,
cooperatives and other financial institutions) is a strength. In the production,
building layout and environmentally friendly production processes are strengths. In
the quality human resources, individual integrity and individual commitment to
advance SMEs are strengths. In the accounting, preparing financial reports and
carrying out calculations of business costs and operating results carried out
periodically is a strength.
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On the other hand, marketing (product design, product packaging and
product promotion) is a weakness. In the capital, the speed of capital fulfillment, as
well as the amount of capital can be met, is a weakness. In the production processes,
equipment / machinery / technology as well as standard operating procedures (SOP)
are weaknesses. In the HR quality, managerial competence and technical
competence are weaknesses. In the accounting, conducting accounting to measure
business activities and to separate business / business finance from personal finance
IS a weakness.

In terms of opportunities, the role of government in facilitating product
marketing, facilitating access to capital, facilitating managerial development and
HR skills, facilitating training in administration and accounting is an opportunity
for SMEs. In the raw materials, the source of raw materials and the quality of raw
materials are opportunities for SMEs in developing business.

In terms of threats, the role of the government in facilitating raw materials,
facilitating the ease of obtaining production equipment is a threat. In the raw
materials, the quantity or quantity of raw materials and the continuity of raw
materials are a threat.

Development Strategy for SMEs in Tabanan Regency

In general, the position of SMEs in Tabanan Regency is in cell V, namely
Stability with Diversification in the sense of using the internal strength (strength)
of SMEs by taking advantage of opportunities. On the other hand, the internal
weaknesses (Weakness) of SMEs must be corrected, increased by the government
and by the SMEs themselves and the threats (Threats) faced by SMEs must be
overcome by the government and by the SMEs themselves.
Development Strategy for SMEs in Tabanan Regency can be seen in Table 3.

Table 3
Strategy Matrix for SMEs Empowerment in Tabanan Regency
STRATEGY (SO) STRATEGY (WO)
1 Utilize the facilities provided by the 1 Improve product design and packaging
government to increase the distribution of processes in product marketing by
goods that are easier for consumers utilizing the government's role in product
marketing.
2 Utilize access to capital by using facilities 2 Utilizing the role of the government in
provided by the government increasing capital to accelerate and

increase the amount of business capital

3 Improving the integrity and commitment of 3 Utilize government facilities in the
SME managers by utilizing opportunities development and improvement of HR
provided for the development and skills to improve SME managerial and
improvement of HR management skills technical competence
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STRATEGY (SO) STRATEGY (WO)
Improving SME accounting skills by 4 Increase shortcomings in accounting and
attending training in administration and finance by attending training provided by
accounting, facilitated by the government the government

Determine the price of the product in
accordance with the availability / use of local
raw materials

Determine the price of the product in
accordance with the quality of raw materials

STRATEGY (ST) STRATEGY (WT)
Utilize the power of the distribution 1 Overcoming the declining
process and pricing without being availability of raw materials by
affected by the government's role in increasing weakness in the use of
supplying raw materials machinery / technology and SOP

Utilizing the ease of obtaining production | 2 Overcoming scarcity of raw material
equipment with good placement and supply by increasing the use of
safeguarding technology and SOP

Source: Data Processing Results

CONCLUSIONS AND SUGGESTIONS
Conclusions

Based on an analysis of the environment of Tabanan Regency SMEs, both

internal and external environments, the following conclusions are obtained:

1)

Internal factors that are the main strength of SMEs in Tabanan Regency are;
distribution, product pricing, access to capital resources, layout,
environmentally friendly, individual integrity, individual commitment,
compiling financial reports / financial transactions, carrying out periodic
calculations between costs (business) and results (achievements); While the
main weaknesses of SMEs in Tabanan Regency are: product design,
packaging, promotion, speed of capital fulfillment, total fulfillment / capital
requirements, equipment / machinery / technology, standard operating
procedures (SOP), managerial competence and technical competence.

2) External factors which are the main opportunities for SMEs in Tabanan Regency

are: the government facilitates the marketing of products, the government
facilitates access to capital, the government facilitates the development and
skills of human resources, the government facilitates training in administration
and accounting, the availability of raw material sources, the quality of materials
standard; whereas the main threats to SMEs in Tabanan Regency are: the
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government facilitates the supply of raw materials, the government facilitates
the ease of obtaining production equipment (production processes), quantity /
quantity of raw materials, continuity of raw materials.

Based on the SWOT analysis, obtained alternative strategies for developing
SMEs in Tabanan Regency, namely SO Strategy, WO Strategy, ST Strategy,
WT Strategy, as follows:

a. SO Strategy: (1) Utilizing facilities provided by the government to improve
the distribution of goods that are easier to consumers, (2) Utilizing access to
capital by using facilities provided by the government, (3) Improving the
integrity and commitment of SMEs managers by utilizing opportunities
provided for the development and improvement of managerial HR skills, (4)
Improving SMEs accounting skills by attending training in administration
and accounting facilitated by the government, (5) Determining product
prices in accordance with the availability / use of local raw materials and (6)
Determining prices for products in accordance with the quality of raw
materials.

b) WO Strategy: (1) Improve the product design and packaging process in
product marketing by utilizing the government's role in product marketing.
(2) Utilizing the role of government in raising capital to accelerate and
increasing the number of business capital, (3) Utilizing government
facilities in developing and enhancing HR skills to improve managerial and
technical competence of SMEs and (4) Increasing shortcomings in
accounting and finance by attending training provided by the government.

c) ST Strategy; (1) Utilizing the power of the distribution process and pricing
without being affected by the role of the government in the supply of raw
materials and (2) Utilizing the ease of obtaining production equipment with
a good and safe placement.

d) WT Strategy; (1) Overcoming the declining availability of raw materials by
increasing weaknesses in the use of machinery / technology and SOP and
(2) Overcoming the scarcity of raw material supply by increasing the use of
technology and SOP.
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Suggestions
Based on the conclusions above, the suggestions are:

1) The Tabanan District Government should provide training for SMEs HR in
increasing the capacity of SMEs in managerial and technical aspect, financial
management and accounting in the management of SMEs.

2) The Tabanan District Government should allocate more funds for the
development of SMEs in Tabanan Regency in order to increase their
productivity.

3) The Tabanan District Government should launching a trade center program to
accommodate SMEs products to be able to be marketed in an integrated and
continuous manner, both for markets within Bali and outside Bali.

4) SMEs in Tabanan Regency should join and market their SMEs products in one
e-commerce application and of course with government support so that
Tabanan SMEs products can be marketed easily.

5) SMEs in Tabanan Regency should improve their ability in the production
process, maintain product quality and product design so that their products
remain in demand by consumers.
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