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Abstract--- The Department of Cooperative and Micro, Small & Medium Enterprises (MSMES) in Malang Area
Coordinator has given its endeavor to develop MSMEs to become the economic power with strong commitment to
improve people welfare. Research objective is to utilize SWOT in designing performance development strategy for
MSMEs in Malang Area Coordinator. Primary data were used and collected with questionnaire distributed to
respondents at 120 MSMEs in 6 regencies or cities in Malang Area Coordinator. Analysis instrument of this
research is SWOT, and the reason of its selection is that it allows researcher to identify and understand strength,
weakness, opportunity and threat around the development of MSMEs in Malang Area Coordinator. Internal and
external factors of MSMEs in Malang Area Coordinator, either as a whole or per location, are evaluated. Result of
this evaluation shows that MSMEs are in a good position, which is in Quadrant I. Therefore, the expected strategy is
Strength-Opportunity (SO).
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1. Background

The Department of Cooperative and Micro, Small & Medium Enterprises in Malang Area Coordinator has since
long ago developed MSMEs to become the economic power with capability to improve people welfare. Puji Suci
(2013b) determined that MSMEs development strategy focuses on human resource development. It is always said
that human resource is an important factor in every business, including MSMEs. The success of MSMEs in
penetrating global market, in dealing with import product at domestic market, and in strengthening product
existence, is determined by several factors, but the most prominent is the competency of the entrepreneurs.
However, it is not too much surprising if MSMEs are lacking of skilled human resource and still relying on
relatively conventional strategy for human resource management. These are general weaknesses of Indonesian
MSMEs. Therefore, human resource development strategy is reasonable to be promoted as the real solution to the

problem. One possible strategy is the creation of partnership among MSMEs.

Hermawati, (2017, 2018) asserted that the contribution of MSMEs to national economic has been well
understood, and that the government then decides to monitor the development of MSMEs in small and medium

cities. One activity relevant to this monitoring is the establishment of MSMEs Empowerment Station. Moreover,
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Micro, Small & Medium Enterprises have been meaningfully contributive to the improvement of socioeconomical
level of Indonesian citizens after the emergence of global market, ASEAN Economic Community, Asian Free
Market, and other economic associations.

According to Puji Suci (2009, 2013a, 2013b, 2013c), organization is existed to attain growth and development,
and therefore, organization is required to emphasize on humanistic strategy to develop their human resource base to
ensure that their workers work in optimum, effective and efficient ways. Meanwhile, Loyd (2001), as supported by
Hermawati & Puji Suci (2017) and Suwarta (2010, 2014), asserted that competitive advantage is the most critical
foundation for the success of MSMEs. This competitive advantage can be attained through visionary leadership.
Visionary leaders are those who can “read” market trend, technological progress, and competition change.
Leadership style that MSMEs possibly need is leadership with capability to answer their human resource problem,

especially in how to prepare their human resource to be competitive in global market.

Hermawati (2015, 2016) found that MSMEs maintain their existence by exploring opportunities and efforts
possibly needed to deal with challenges in global market age. She suggested that MSMEs should focus on
optimizing human resource performance. Good development prospect is not only attained through implementing
transglobal leadership and quality of work life , but also through strengthening the integration of transglobal
leadership, quality of work life, and job involvement, which culminates at employee performance and organizational
performance of MSMEs.

The role of human resource is quite relevant, or even central, to the attainment of competitive advantage.
Therefore, it is also relevant for any researches to examine the critical issues that organizational managers must cope
with before they decide to optimize employee performance at MSMEs. At least, it must be noted that employee
performance has great contribution to the optimization of organizational performance (Hermawati, 2011,2013, 2014,
2015a; Puji Susi & Hermawati, 2017, 2018). By taking the explanations above as background, the current research is

attempting to utilize SWOT to design performance development strategy for MSMEs in Malang Area Coordinator.

2. Theoretical Review

Using two-factor theory proposed by Frederick Hezberg, Thomas (2001) declared that if employee demand is
fulfilled, employees must feel satisfied, maximize their work, be accountable, and be willing to give better
performance. The implication of this fulfillment is the optimization of individual performance, which in turn

contributes to the improvement of organizational performance.

Sudaryanto & Wijayanti (2013) analyzed MSMEs’ empowerment strategy to cope with ASEAN Free Market.
They used descriptive explorative approach and collected the data with literature review and documentation study.
They got two findings, which respectively are (1) that developmental strategy of MSMEs in Indonesia cannot be
separated from the support of human resource; and (2) that market mechanism, which becomes more open and
competitive, especially in ASEAN region, should be anticipated by building human resource competency. The latter

is the precondition to increase competitive advantage. The attainment of competitive advantage may enable MSMEs
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to reach their expected growth and development in global market. Hermawati (2015a), Hermawati & Nasarudin
(2016, 2017), and Hsu (2012), were among the scholars who agree with theories suggested by Porter & Lawler
(1968) and Kanungo (1982). In general, both theories explained that job involvement determines the direction of
employee performance. There is positive relationship between job involvement and employee performance. Job
involvement influences employee performance. Based on organizational perspective, job involvement is defined as

positive subject with great impact on employee performance and organizational performance.

If employee performance is taken into account, relevant findings were already given by Hushawati (2006),
Hermawati (2013, 2014, 2015a), and Hermawati & Puji Suci (2015b, 2018). Their studies analyzed few causal
relationships, such as: the effect of quality of work life (QWL) on employee performance, work satisfaction, and
work motivation; the effect of work motivation on employee performance; and the effect of work satisfaction on
employee performance. Their findings can be summarized as following: (1) QWL has direct effect on employee
performance; (2) QWL implementation through its dimensions, such as participation, growth-development,
compensation-reward, and work environment, is influencing employee performance improvement; (3) QWL
influences the improvement of organizational commitment, which then influences employee performance; and (4)

QWL influences work satisfaction, which then contributes to the optimization of employee performance.

Furthermore, still related with employee performance, Sari & Ja’far (2010) had analyzed forty seven (47) middle
managers at small & middle industries in Central Java, and they found that these managers have high level of job
experience and job involvement but they fail to produce high performance. Mohsan (2011) proved that there is weak
relationship between job involvement and employee performance. Dartu (2007) from the study on MSMEs’

organizational structure said that job involvement of employees is influencing individual performance of employees.

3.  Method of Research

Research location is Micro, Small & Medium Enterprises in Malang Area Coordinator. There are six areas
covered by Malang Area Coordinator. These include Malang City/Regency, Batu City, Pasuruan City/Regency, and
Sidoarjo Regency. The subject of research is the employees of MSMEs. The selection of employees as the subject is
based on two reasons, which respectively are (1) because employees are those who are mostly available in giving
explanation to researcher about transglobal leadership, quality of work life, job involvement, and employee
performance; and (b) because employees are the organizational tip-of-spear who always communicate directly with
other members of the organization, consumers and members of community. Pursuant to the data from the
Department of Cooperative and MSMEs (2016), this research determines the size of population as 2,790 employees.
Data source is primary data that are collected with questionnaire distributed to respondents at 120 MSMEs in 6
regencies or cities that constitute Malang Area Coordinator. Research design is to use sample-based survey
technique along with quantitative deductive approach. Research utilizes SWOT as analysis instrument because it
helps this research to identify and understand strength, weakness, opportunity and threat around the development of
MSMEs in Malang Area Coordinator.
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Four variables are examined in this research, and these are transglobal leadership, quality of work life, job

involvement, and employee performance. Operational definition of each variable is explained as following.

1. Transglobal Leadership: This variable refers to intelligence dimension owned by MSMEs’ managers. It is
measured by six indicators, namely cognitive intelligence, emotional intelligence, business intelligence, cultural

intelligence, global intelligence, and moral intelligence (Sharkey, 2012)

2. Quality of Work Life (QWL): This variable is defined as the perception of employees that they are
physically and psychologically feeling safe, comfort, relatively satisfied, and capable to develop as human being.
There are six measurer indicators for this variable, which respectively are participation, growth and development,

compensation and reward, and work environment (Wheter & Davis, 1996; Wayne,1992).

3. Job Involvement: This variable is said as participative process that utilizes all capacities of employees and
that is designed to increase the commitment of employees toward organizational success. Two indicators are
measuring this variable, which are performance self-esteem contingency and the importance of having job for total
self-description of the individual (Lodahl and Kejner in Cohen, 2003)

4. Employee Performance: This variable represents the outcome achieved by
employees at their job based on certain criteria previously determined for the job. The indicator measuring this

variable includes work outcome, work behavior, and personal trait (Wirawan, 2009).

4. Result and Discussion

The making of strategic decisions in certain organization is determined by internal and external factors. Internal
factor includes Strength and Weakness. External factor comprises Opportunity and Threat. These internal and

external factors are identified through a process called SWOT Analysis.

In this research, SWOT Analysis is used to evaluate MSMEs in Malang Area Coordinator. Questionnaire
contains few items representing each of internal and external factors. Strength is represented by six indicators. There
are five indicators explaining Weakness. Another five indicators are explaining Opportunity, while Threat is

explained by four indicators.

Research sample is MSMEs in Malang Area Coordinator and the size of the sample is 120 MSMEs. Detail of
this sample is 20 MSMEs in Batu City, 20 MSMEs in Malang Regency, 20 MSMEs in Malang City, 20 MSMEs in
Pasuruan City, 20 MSMEs in Pasuruan Regency, and 20 MSMEs in Sidoarjo Regency. Each MSME receives
questionnaire. The answered items are graded by mean score. The obtained mean scores are then analyzed with
SWOT Analysis. Result of analysis on internal factor of MSMEs in Malang Area Coordinator is presented in Figure

1, while result of analysis on external factor is shown in Figure 2.
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Figure 1. Internal Factor of MSMESs in Malang Area Coordinator

Note:

S1: Product Quality W1: Over-production

S2: Brand image W2: Distribution Scope

S3: Price W3: Promotion Activity

S4: Location W4: Human Resource Quality

S5: Service WS5: Less Capital for Development

S6: Customer

As indicated by Figure 1, the indicator of Strength with the highest mean score is S3 (Price) with score of 4.07.
Based on this result, it can be explained that Price offered by MSMEs in Malang Area Coordinator is already
suitable to the expectation of customer. The indicator of Weakness with the highest mean score is W1 (Over-
production), with score of 3.05. It can be said that over-production is internal problem that MSMEs may confront
with.
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Figure 2. External Factor of MSMEs in Malang Area Coordinator

Note:

O1: Local genuine gifts T1: Community consumption shift
02: Market share T2: Competitor distribution scope
03: Good relationship across entrepreneurs T3: Newcomer competitor

0O4: Technological progress T4: Competitor price

0O5: Raw material

As Figure 2 shows, the indicator of Opportunity with the highest mean score is O3 (Good relationship across
entrepreneurs) with score of 4.11. In pursuance of this result, it can be said that the relationship across MSMEs’
entrepreneurs in Malang Area Coordinator is very good. Of indicators in Threat factor, Newcomer competitor is the
indicator with the highest mean score, which is 2.55. From this result, it can be explained that newcomer competitor

turns out to be able to threaten the existing MSMEs in Malang Area Coordinator.

Total mean scores of internal and external factors of MSMESs in Malang Area Coordinator are presented in Table

Table 1. Total Mean Scores of Internal And External Factors

Internal Mean Score External Mean Score
Strength 4.0162 Opportunity 4.0318
Weakness -3.0026 Threat -2.5008
Total 1.0136 Total 1.5310
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Table 1 shows that Strength mean score is higher than Weakness mean score. Total mean score of both factors is
positive. Moreover, Opportunity mean score is also higher than Threat mean score. Total mean score of these factors

has positive sign.

After the scores are obtained, SWOT Plot is created containing Points A, B, C and D as depicted in Figure 3. The
strategy that MSMEs may use for development is determined by focusing on the resultant point produced by the

crisscross of Points A, B, C and D, which in this matter is Point E.

E{051, 077
Il Kampetitil . Agresil
o A
= - - —
o ey
e -
e, ~
- -
., -
. -~
o —| T 7
. ~
~ -~
. -
. -
B
it ...
= - -
-~ .,
- o
-~ i
ey -,
-~ .
-~ -,
o T ey
" .,
c B
~
I Konvansional v Diafansif
I I I
-4 -2 0 4

Figure 3. SWOT Plot

Another way to determine strategy is by calculating the wide of each quandrant bordered by Points A, B, C, and
D. The widest quadrant is then selected as strategy. Result of calculation over the wide of quadrant in SWOT

Analysis is given in Table 2.

Table 2. Quadrant Wide in SWOT Analysis

Quadrant | Wide | Rank
I 16.1925 | 1
1 12,1059 | 2
1"l 7.5089 4
v 10.0437 | 3

Based on what Figure 2 indicates, Point E is in Quadrant I. By virtue of this result, it can be said that MSMEs in
Malang Area Coordinator has good position, and the developmental strategy that can be used by MSMEs is Strategy
SO (Strength-Opportunity).
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This result is in conformity with Sudaryanto and Wijayanti (2013). They had two findings, which respectively
are (1) that developmental strategy of MSMES in Indonesia cannot be separated from the support of human resource;
and (2) that market mechanism, which becomes more open and competitive, especially in ASEAN region, should be
anticipated by building human resource competency because this competency is the precondition to increase
competitive advantage. The attainment of competitive advantage may help MSMEs to reach their expected growth

and development in global market.
5. Conclusion

Micro, Small & Medium Enterprises in Malang Area Coordinator has offered affordable price to their customer.
However, they are still overwhelmed by internal problem, which is over-production. The relationship of
entrepreneurs of MSMEs in Malang Area Coordinator is very good. Newcomer competitor is quite threatening to the
existing MSMEs. Internal and external factors of MSMEs in Malang Area Coordinator have been evaluated, either
as a whole or per location. Result of evaluation indicates that MSMEs are in a good position, precisely in Quadrant
I, and therefore, performance development strategy suggested to be used by MSMEs is Strategy of Strength-
Opportunity (SO).
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