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ABSTRACT

Finding a model for managing MSME innovation for export products from the perspective of
business actors and the government is the aim of this research. This study uses a qualitative
descriptive method, which means the process of exploring and understanding the meaning of
individual and group behavior. Data collection techniques with triangulation, data analysis is
inductive or qualitative. The object of research is UKM in Banyuwangi Regency with a total sample
of 25 UKM. The results of the study show that the obstacle faced when exporting is the MSME
management model, so innovation benchmarking is necessary. The keys to continuous innovation
for MSMEs are product uniqueness, quality control, and timely delivery. Innovations in MSMEs
that have an impact on sales turnover are mostly based on their own initiative and according to
market demand. The local government has provided a platform for promotion for MSMEs but it is
rarely used and a small number of MSMEs have promoted through social media. The government
plays a role in strategic policies and technology utilization, strategic policies in the banking sector,
and strategic policies on export procedures. The most important thing that needs to be considered
by all parties is innovation management.
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1. INTRODUCTION

MSMEs make a large contribution to the economy in Indonesia; three important roles for the
existence of MSMEs in the economy are as a means of alleviating poverty, equalizing the economic
level of the poor and being able to increase foreign exchange. East Java Province has a high number
of MSMEs, in 2018 the number of MSMEs reached 9,782,262[1]with the highest distribution being
in Malang Regency, Jember Regency and Banyuwangi Regency, the existence of MSMEs really
supports the regional economy which provides a multiplier effect on economic growth.
Banyuwangi Regency as The Sunrise of Java is advancing the tourism sector, where the existence
of tourist destinations influences the development of MSMEs and also has an impact on economic
growth which shows a positive trend, as evidenced by an increase in people's purchasing power
which has statistically increased. Increased above the average of East Java Province. Banyuwangi
Regency per capita expenditure in 2018 amounted to 11,828,000 rupiah with a purchasing power
index of 0.75 higher than East Java Province which amounted to 0.74 [2].

MSMEs are still faced with the problem of weak competitiveness against imported products [3],
[4], MSMEs that are highly competitive are characterized by: (1) the trend of increasing production
volume growth rates, (2) the share of the domestic market and/or the export market which is always
increasing (3) for the domestic market, not only serving the local market but also national , and (4)
for export, serving not only one country but also many countries. Innovation is the key to success in
increasing business competitiveness [5]—[8]. This means that small businesses need to innovate in
order to design their organizations more flexibly which allows them to adapt to changing market
orientations. Banyuwangi Regency has MSME export products, where the products produced are
sold in the export market, batik cloth products, convection, coffee, processed food, accessories, and
woven bamboo. Figure 1 shows that Batik Fabric SMEs are still export priority SMEs, around 54%
of export scale SMEs produce batik crafts, then crafts that are in demand by other countries are
export priorities, while processed food produced by Banyuwangi Regency is also an SMEs export
priority.
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Figure 1: Percentage of Export Priority MSMEs by Type of Business

The Banyuwangi Regency Government fully supports efforts to increase the value of MSMEs, the
existence of the Banyuwangi Mall, as well as training activities such as competency-based
management training for MSMEs where this assistance aims to provide information and knowledge
on how to manage exported goods, as information for MSMES in carrying out export activities. One
of the economic recovery programs in Banyuwangi is an increase in the MSME class. Efforts are
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being made to improve product quality, marketing management to expand market reach. Innovation
is the key to the success of MSMEs in increasing competitiveness and being able to compete with
the global market. Based on the description above, the problem formulation taken by the researcher
is as follows: How is the MSME Innovation Management Model for Export Products from the
Perspective of Business Actors and the Government.

2. LITERATURE REVIEW
SMEs have various problems [9]-[11], from various aspects, the following describe some of the
problems faced by MSMEs:

1) Lack of venture capital. As a result, entrepreneurs cannot increase the amount of production to
achieve more turnovers.

2) The next problem for SMEs is the lack of knowledge of SMEs about good business
management. Business.

3) Obstacles in product innovation, the reason why SME products find it difficult to compete in
foreign markets is the low competitiveness of products, Indonesian SME products are still far
from the quality offered by foreign products.

4) The next problem for SMEs lies in the distribution of goods.

5) One of the factors causing the distribution of SME goods to be less widespread is because
entrepreneurs have not done online marketing.

6) The problem of branding, with good branding quality, a product will be more easily
remembered by the public, so that the sales opportunities are even greater..

7) The absence of a customer loyalty program is also a crucial problem for SMEs.

8) Financial reports are still simple, manual reporting where manual bookkeeping is prone to loss,
damage, and even recapitulation errors. Thus, entrepreneurs cannot analyze their sales results
properly.

9) His knowledge of business is still limited, making it difficult to innovate products.

10) There is no official business license, thus hampering the pace of business. If you want to grow
your business even bigger, then it's time for you to take care of official licensing for your
business.

Increasing the competitiveness of small businesses often faces obstacles due to their small
economies of scale and resources compared to large companies [12], [13]. Compensating for this
drawback, small businesses can exercise flexibility due to their simple internal organization, which
enables them to respond and adapt to changes. [14]. New situations like this require an efficient
management process that allows small businesses to maximize strategic aspects that have an impact
on improving performance. This approach uses literature resource based theory [15] which
emphasizes the aspect of internal resources which is a determining factor of business
competitiveness. There are several important things in the resource-based theory approach that can
increase the competitiveness of small businesses. Increased competitiveness in terms of
organizational structure changes [16] and aspects of human resource management [17], [18].
Innovation and technological resources are the determining factors in increasing business
competitiveness [19].

Barriers to the transfer of innovation to small businesses, the transfer of innovation to small
businesses encounters several obstacles[20], including 1) small business actors only have low
ability to innovate, both in product and process innovation, 2) high costs — pose high risks —
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associated with innovation activities, 3) Fear — or even antipathy — which results in reluctance to
innovate, 4) the lack of information obtained by business actors regarding the benefits of innovation
for the continuity of their business.

3. RESEARCH METHOD

This research uses descriptive qualitative method. Qualitative research means the process of
exploring and understanding the meaning of individual and group behavior [21]. Qualitative
research is a research method based on the philosophy of post positivism, used to examine the
condition of natural objects, where the researcher is the key instrument, the data collection
technique is triangulation, the data analysis is inductive or qualitative, and the results of qualitative
research emphasize meaning. Rather than generalizations. Several stages of the research are the
preparation of tools (instruments) or implementation guidelines, testing the instruments internally
(in the research environment) and perfecting the instruments, data and information collection
practices, use of research data in the field, conclusions from the results of research in the field.

4. RESULT AND DISCUSSION

The Banyuwangi Regency Government has also established a Creative House to assist MSME
actors. Not only improving product quality, but also bringing MSME actors into the world of
marketplaces. Since 2015 there have also been innovations in the development of the SME sector
with a market place known as the Banyuwangi mall [22]. Through banyuwangi-mall.com,
Banyuwangi UMKM products are known in the national and international market, so it is hoped
that they will be able to create UMKM with export potential. This innovation is managed by
Creative House which focuses on assisting product photography, product packaging, and digital
marketing. This Banyuwangi-mall.com innovation not only measures transactions, but also
provides assistance to MSMEs on how to make their packaging more attractive so that their income
is much greater. The assistance and education that is applied benefits many parties. For example,
with product packaging assistance. The product packaging is designed to include Banyuwangi
tourism information, so that consumers can get to know more about the tourism potential in this city
on the eastern tip of Java Island.

Table 1: Number of MSMESs and Business Sector

No Business Fields Number of MSMESs
1 Wood industry 2
2 Coffee 2
3 Spices and Sugar 2
4 Food and Drink 9
5 Agriculture and Farming 4
6 Handy crafts 6
Total MSMEs 25

Small business export products often encounter obstacles in increasing their competitiveness and
sustainability [12], [13]. From the dimensions or perspective of business actors, it is necessary to
carry out a needs analysis and assessment because the constraints or obstacles for small businesses
in developing export markets can vary. Not all business actors experience capital or marketing
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problems, but the obstacles can be in the form of network constraints or digital marketing through
social media. So business actors must be able to identify their limitations and needs, so as to be able
to determine strategic steps to overcome the problems they face. Business actors need to evaluate
and plan to determine market segmentation. Evaluation is carried out to find out which products are
selling well in the market, how well the products can compete with competitors, and whether the
prices set are affordable or competitive in the market. Based on this evaluation, business actors can
carry out better re-planning. Failure often occurs because business actors are unable to make good
plans. The continuity of the production process often fails, because business actors are unable to
plan the supply of raw materials, limited resources in serving customer requests and quality
control.[23], [24]. Second, planning also includes the types and types of products to be produced in
order to be able to have high differentiation. Business actors often have to redesign their products to
suit the demands of the export market. Redesign includes size, color, shape, durability, if what is
ordered is furniture or craft. Companies also often have to make product packaging adjustments due
to market demand or export product quality standards that take into account safety, reliability, ease
of cargo processing, and ease of packaging. Based on this evaluation, companies or business actors
can cooperate and determine a pattern of cooperation, whether it is a partnership or collaboration
with similar business actors, or with a larger company. [25], [26]. Partnerships can also be made
with suppliers of various spare parts who may get continuity of delivery at lower prices.

It is very important to measure innovation by looking for references for companies that are capable
of continuously innovating [27], [28]. This is very important to do to determine the parameters of
the innovation being carried out. It is hoped that from the benchmarks carried out, the company can
imitate organizational behavior, management patterns, and production processes as well as an
estimate of the mindset of the innovation strategy being carried out. This is important as a lesson,
because often business actors are trapped by the high demand for orders so they forget to innovate.
It is very important for business actors to carry out innovation management [29], [30]. The ability
of business actors to manage their ability to innovate, so that their stamina and innovative ideas can
be maintained. Often companies or small business actors innovate at very frequent intervals at one
time, but do not innovate afterwards. This is what makes market competition lose, because
competitors are able to innovate continuously. Consumer behavior leads to functional, innovative
products with affordable prices and good product durability. Product innovation that leads to these
three things will have high competitiveness. This confirms that if business actors only focus on low
prices, but are weak in their ability to innovate, then consumers will be left behind. Business actors
who are only concerned with product durability, but whose product models are outdated, will also
be abandoned by their consumers, so companies must pay close attention to these three things.

The current product marketing process does not only rely on conventional marketing through
brochures or billboards, but through online media [31], [32]. Many digital platforms are effective as
promotional media. Exhibits are actually still relevant to attract consumers who want to see the
product in person, or verify the quality and durability of the product. However, digital promotional
media is very effective for introducing products to a wider segment. Currently in the technology-
based era 4.0, netizens have relied on gadgets via the internet to search for and make observations
of the products to be purchased.
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Another important thing is how business actors can produce products that have high uniqueness
[33]. The language of this book is differentiation. Products that have high differentiation are
products that are not only unique, but also difficult for competitors to imitate. The more products
that have a high degree of differentiation, the more competitive the company's products are in the
market. The company's ability to produce products that have a high degree of differentiation is not
the same between companies. This is where knowledge, experience and the courage to innovate are
the differentiators from other companies. The ability to take risks by trying to launch new products
and penetrate new markets can be one way to try to break into a new competitive landscape.

Continuity of ability to innovate is a competitive advantage for small export business actors [34],
[35]. This is a kind of stamina or endurance of the company in facing competition and changes in
consumer preferences. Creative and innovative ideas are crucial in this process. Innovation can be
carried out in various contexts; companies can carry out product innovation, process innovation,
design innovation, packaging, volume, size and price. This demands extraordinary focus and
resilience due to international competition in export markets. A simple example, if Instagram is
used as a digital marketing tool, then at least companies needs to adjust the rhythm of innovation
and how often business actors post new products. This is important for maintaining the continuity
of new products, as well as maintaining the image and customer confidence in the company's
innovation capabilities.
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Figure 2: MSMEs Innovation Management Model for Export Products

Technology strategic policy [36], Competitiveness improvement programs require technological
means. Existing custom platforms have been enhanced to make them more user-friendly, and have a
wider range of products. Another important thing is the need for professional digital platform
management. Banyuwangi already has a good online business platform, but it needs to improve its
capabilities. Local governments need benchmarks for national and international platforms.
Benchmarks as a parameter for the success of a product are really needed by the government by
paying attention to what content is available, how the platform is managed, how to handle
complaints and what features are the parameters that are needed by a platform business to be able to
compete. This is intended so that the government's digital business platform is able to compete and
is felt to be able to increase product sales for local business actors including export SMEs. The
existing local platforms must pay attention to the rotation of local SME products because the
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government platform must be oriented towards empowering local SMEs, not just profit-oriented
businesses. Local content with a local context is the platform competitiveness of the Banyuwangi
Regency Government, and if it is managed properly it can become a role model for the development
of digital platforms in other districts. Management can be carried out by outsourcing parties who
have professional competence, such as regional companies. Professional managers and professional
management can improve platform performance. The spirit is to go global with local wisdom.

Banking support is an important sector that must be considered by the government [37], [38]. The
government can provide understanding and regulation to banks so that they pay more attention to
small business actorssMSMEs. Easy credit support with easy requirements must be maintained,
because often small business actors find it very difficult to access credit at banks because the
requirements are difficult to fulfill. Optimization of existing local platforms. The quality of content
on the banyuwangimall.com platform can still be improved. Previous studies have found that the
service quality of these applications is still not optimal. Starting from the accuracy between the
items ordered and the goods that arrive are not the same, delivery delays, content updates and the
completeness of the items sold. Benchmarks for national and international platforms are needed so
that at least this local platform can be of benefit to local business actors who wish to market their
products.

Assistance for promotional content activities needs to be carried out by the government, because the
private sector has been doing it for a long time. Assistance for content activities needs to bring in IT
experts who are used to filling out marketing content for a product.[39], [40]. Not all business
actors understand how to market their products. Because the marketing is through social media,
what can be done is through photos and videos. Not all business actors have expertise in
photography and video animation. This is an opportunity for government programs to conduct
training and mentoring digital promotional content activities.

5. CONCLUSION

The MSMEs management model begins with the constraints faced during exports, and then
innovation benchmarking is carried out. Product uniqueness, quality control and delivery timeliness
are also supporting elements in this model, so there is continuity of innovation. Small businesses
usually innovate based on their own initiative and according to market demand simultaneously, so
that it has an impact on sales turnover. Most small businesses have used social media as a
promotional medium, but they rarely use promotions through platforms provided by local
governments. The government plays a role in strategic policies and technology utilization, strategic
policies in the banking sector, and strategic policies on export procedures. What local governments
can do is optimizing the banyuwangimall.com platform, as well as provides promotional assistance
by innovating media and promotional content, so that innovation management occurs.
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