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ABSTRACT

The role of Small and Medium Enterprises (SMEs) in encouraging the acceleration of
economic growth is very important. This sector must continue to be upgraded and active in
order to advance and compete. The purpose of this study was to analyze the influence of the
development of SME such as (SME manpower, SME Production Value, number of SME
units, and SME investment) on the GRDP of the Province of NTB from 2010 to 2019. This
study used quantitative methods. The research location was in the Province of West Nusa
Tenggara. Data collection techniques used were literature studies and documentation.
Simultaneously, the results of this study indicated that manpower, production value, number
of units, and investment value of SME had positive effects on the growth of GRDP of the
Province of NTB. Partially, the manpower, number of Small and Medium Enterprises
variables showed insignificant effect, while the variables of production value and investment
value showed significant results. The results of the study indicate that it is necessary to
increase investment to increase the growth of gross regional domestic product and to pay
more attention to the issue of labor quality.
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Small and Medium Enterprise (SME) has an important role in business development
in every province of Indonesia. SME is also the forerunner of the growth of large businesses.
Almost all big businesses start from SMEs. SMEs must continue to be upgraded and active
in order to advance and compete with large companies. Otherwise, SME in Indonesia, which
is the heart of the Indonesian economy, will not be able to progress and develop. Keep
in mind that in the development of SMEs is that this step is not solely a step that must be
taken by the government and is only the responsibility of the government. The SME itself, as
the party being developed, can take steps together with the government. In addition to the
government and SMEs, the role of the banking sector is also very important related to all
matters regarding funding, especially in terms of providing loans or establishing banking
policies.

The government has an obligation to participate in solving the basic managerial
problems of SMEs that have not been resolved from year to year. Broadly speaking, these
basic problems include: 1) SMEs still face difficulties in accessing the global market for the
products they produce (Hery, et al, 2019); 2) there is still weak business development and
strengthening (Jaswadi, 2016); and 3) there is limited access to financing from formal
financial institutions, especially from banks (Zulkarnaeni, 2019). Previous research has
revealed that the UMKM (Micro Small Medium Enterprises) sector faces more obstacles in
accessing credit when compared to large companies (Beck and Demirguc-Kunt, 2006; Cull et
al., 2006; Batra et al., 2003).

Empowerment and a good managerial system will greatly help from strengthening
SMEs (Dewanti, 2010). The government as the front line is expected to have structured
empowerment policies regarding related fundamental issues. The unresolved SMEs
problems from previous years did not have much impact on the growth of SMEs nationally.
Based on the expression of the Special Staff of the Minister of Economy and SMEs, that the
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number of SMEs in Indonesia in 2019 was 62.92 million units, or 99.92 percent of the total
number of domestic businesses and always experienced positive growth (Deny, 2019). This
indicates that the SMEs have a very good and well-established base strength. The role of
SMEs in such complex problems is still able to contribute to National GDP in the last 5 years
by 60.34 percent with a fairly high ability to absorb manpower, which was 97.22 percent
(Tajuddien and Santoso, 2019).

The economic structure of a region is largely determined by immensity of the economic
sectors role in producing goods and services (BPS: 2014). The economic structure formed
from the added value generated by each sector informs the extent of regional dependence
on the sector. During 2000-2019 the economic structure of NTB was still dominated by 4
sectors, namely: the service sector (tourism); trade, hotel and restaurant sector; agricultural
sector; and the manufacturing sector (SMEs).

The GRDP of West Nusa Tenggara (NTB) Province at Constant Prices grew as
follows: The years 2010 to 2014 experienced positive growth in the range of 1 to 2% from the
previous years. Then in the following year there was a growth fluctuation, 2015 grew by
21.76% compared to 2014, 2016 experienced a growth of 5.79% compared to 2015, 2017
experienced a growth of 0.08% compared to 2016, but in 2018 GRDP of the Province of NTB
decreased by 4.45% from 2017. The decline in GRDP of the Province of NTB in 2018 was
due to a decrease in the performance of several subcategories of the impact of the
earthquake that occurred in West Nusa Tenggara (Suntono, 2019).

The West Nusa Tenggara Province Enterprises Office stated that until the end of 2018,
SMEs were recorded at 62,602 or 77.43% of the total number of business units. SMEs
(Small and Medium Enterprises) absorbed as many as 141,048 workers or 64.37% of the
total manpower in West Nusa Tenggara. The contribution of SMEs in the formation of GRDP
was 23.45%.

The problem raised in this study is: how is the effect of the development of Small and
Medium Enterprises on the gross regional domestic product in the Province of NTB in 2010-
20197

METHODS OF RESEARCH

This research is a quantitative descriptive research. This study examines the influence
of Small and Medium Enterprises (SMEs) on the Gross Regional Domestic Product (GRDP)
of West Nusa Tenggara Province. The type of data in this study is quantitative data. This
study used multiple linear regression analysis technigues.

The variables used in this study are classified as follows: Gross Regional Domestic
Product (GRDP), Manpower, SME Production Value, Number of SMEs, SMEs Investments:
¢ GRDP is the amount of gross value-added arising from all economic sectors in the
area, with Rupiah as the measuring instrument;

« Manpower is the entire population of working age who has the potential to produce
goods and services. This indicator is used to find out how many manpower or
potential working age population can produce goods and services. In this case, the
number of manpower is absorbed by the SME sector, with people as the measuring
instrument;

e The Production value of SMEs are the total SMEs products traded by removing
goods from inside to outside the territory of one country to another country by
fulfilling applicable regulations, using Rupiah as the measuring instrument;

e The number of SME Units is the total number of business units that are included in
the criteria for small and medium enterprises, with unit as the measuring
instruments;

+ |n the SME sector for one or more assets owned are usually long terms with the
hope of getting profits in the future, with Rupiah as the measuring instrument.

The hypothesis of this research was that there was a significant effect of the
development of SME (SMEs manpower, SMEs Production Results, Number of SME units,
and SMEs investment) on the Gross Regional Domestic Product of West Nusa Tenggara
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Province. Hypothesis testing was done through Partial Test, Simultaneous Test (F Test),
and Coefficient of Determination Test R
RESULTS AND DISCUSSION
The results of the study related to the influence of independent variables (Manpower,
Production Value, Number of Units, and SMEs Investment Value) on the growth of GRDP

of NTB Province as follows:

Table 1 — Simultaneous Test Result

ANOVA®
Model Sum of Squares Df | Mean Square F Sig.
1 Regression 1335396279505205600000.000 4 | 333849069876301400000.000 28.615 ,001*®
Residual 583340035988567670000.000 5 | 11666800719713534000.000
Total 1393730283103773300000.000 g

a. Dependent Variable: GRDP of NTB Prov.
b. Predictors: (Constant), SME [Investment Value, Number of Units of SME, SME Production Value,
SME Manpower.

This study shows that the F value is 28.615 with a significant level of 0.001 while the F
table at the 95% confidence level (0.05) was 2.73. In both calculations F value > F table and
the significance is 0.001 < 0.05. This means the hypothesis simultaneously that the
independent variable has an effect on the dependent variable. This means that the
independent variables (Manpower, Production Value, Number of Units, and Investment
Value of SMEs) has a positive effect on the growth of the GRDP of the Province of NTB.

The results of the partial test analysis shows that the two independent variables
significantly affect the dependent variable and the other two independent variables do not
meet the significance value:

1) Manpower. The results of the analysis show that the manpower variable has t-value of
0.683 and significance of 0.525. In the 5% significance level, the SMEs manpower
variable individually is not significant in affecting the growth of the GRDP of the Province
of NTB.

2) Production Value of SMEs. The results of the analysis show that the SMEs production
value variable has t-value of 0.298 and significance of 0.028. At a significance level of
5%, the SME production value variable individually is significant in affecting the growth
of the GRDP of the Province of NTB.

3) The Number of SMEs. The results of the analysis show that the variable number of SME
units has t-value of -1.018 and a significance of 0.355. In the 5% significance level, the
variable number of SME units individually is not significant in affecting the growth of
GRDP of the Province of NTB

4) Investment Value. The results of the analysis show that the SMEs investment value
variable has t-value of 2.788 and a significance of 0.039. At the 5% significance level,
the SMEs investment value variable individually is significant in affecting the growth of
the GRDP of the Province of NTB

Table 2 — Coefficient of Determination (R?)

Summary Model®
Model R R Square Adjusted R Square Std. Error of the Estimate
1 979° .958 .825 3415668878.62023

a. Predictors: (Constant), SME [Investment Value, Number of Units of SME, SME Production Value,
SME Manpower.
b. Dependent Variable: GRDP of NTB Prov.

The coefficient of determination (R® from the multiple regression results shows how
much the dependent variable (GRDP of NTB Province) is affected by the independent
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variables (SME manpower, SMEs production results, SME units, SMEs investment).

Based on the data above, the coefficient of determination (R?) is 0.958 or (91.7%). This
shows that 91.7% of the variables of GRDP growth are affected by manpower, production
value, number of units, and the investment value of SME NTB Province, while 8.3% is
affected by other variables that were not included in this research model.

DISCUSSIONS OF RESULTS

The analysis of the panel data in this study aimed to determine the effect of the
development of Small and Medium Enterprises on the gross regional domestic product in the
Province of NTB in 2010-2019. Based on the test results obtained, it shows that
simultaneously, the significance of the variables tested indicates the influence of the
development of Small and Medium Enterprises (variables of number of manpower,
production value, number of units, and investment value of SME) on gross regional domestic
product in NTB Province in 2010-2019.

A. Manpower. The results of the analysis show that the individual manpower variable
has no effect on the gross regional domestic product in the Province of NTB.
Referencing to previous research, this study stated that the absorption of SME
manpower had a positive effect on the growth and formation of GRDP. Although
statistically the movement of NTB's SMEs manpower absorption from 2010
experienced a positive increase, it experienced a considerable decline at the end of
the calculation year, 2018 and 2019. Based on the table value, it was found that the
regression coefficient value is 1.229 with a significance level of 0.0525 (sig>0.05). So
it could be interpreted that every 1% decrease in manpower absorption by NTB
SMEs would have an effect on a 1.229% decrease in GRDP.

B. Production Value. The results of the analysis shows that individually the production
value variable in this study has a significant effect on the GRDP of the Province of
NTB from the data collected. Historically, even though the data from the production
value showed a decrease in the last years of calculation - 2018 and 2019-, but still
had an effect on the growth and formation of the GRDP of the Province of NTB.
Based on the test results, it was found that the regression coefficient value of this
variable reached 0.275 meaning if there is an increase of 1% of the production value,
it will have an impact on the increase in regional GRDP by 0.275%. The SMEs
production value variable is one of two variables that has a significance value of 5%
or 0.05.

C. Number of Units of SMEs. Based on historical data, the number of SMEs of NTB
units had quite a positive growth from the base year 2010 to 2017, only in the last
year there had been a quite large correction in the decline in the number of SME of
NTB. Meanwhile, the results of the test analysis shows that this variable individually
does not have a positive effect on the GRDP variable. These data indicate that the
regression coefficient value of the variable number of SME units is-1.957. This
means that if there is a 1% decrease in the number of SME NTB, it will affect the
decrease in GDP by -1.957%.

D. Investment Value of SMEs. The investment value of SMEs of NTB, although
experiencing a fairly high fluctuating value, had a positive effect on GRDP. Based on
the test results, it was found that the regression coefficient value for the variable
SMEs investment value reaches 0.884 meaning that an increase of 1% of the SMEs
investment value will have an impact on increasing GRDP by 0.884%. This variable
is also a variable that is one of the variables that has a positive effect on the
dependent variable being tested.

CONCLUSION AND SUGGESTIONS
Based on the analysis, it can be concluded simultaneously the variables

simultaneously, the significance of the variables tested state the influence of the
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development of Small and Medium Enterprises (variables of number of manpower,
production value, number of units, and value of SMEs investment) on gross regional
domestic products in the Province of NTB 2010-2019. The results of the test using the partial
test method show that there are two independent variables that have positive effects on
GRDP, which are the variables of the production value of SMEs and the investment value of
SMEs, while the other two variables give negative significance to the GRDP. The variables
are the SMEs manpower and the number of SMEs units.

Suggestions that can be given to the next study of this research in order to provide
improvement and refinement of the results are: further research should pay attention to the
time span of data collection, so that it can make observations of data movement more
extensive and mature. In addition, the further research should pay attention to other
variables that can affect GRDP.
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