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Abstract. Micro, Small and Medium Enterprises (SMEs) is one of the
government's efforts to tackle the problem of poverty. Empowerment and
development of SMEs in Indonesia has several challenges that must be faced,
including financial and non-financial problems. The Covid-19 pandemic has an
impact on MSMEs, a lockdown policy that limits economic activity has resulted
in a decrease in the amount of demand and disrupts supply chains for business
actors. The researchers aimed to analyze the strategies Fajarwonk currently use
and alternative strategies that could be developed by Fajarwonk using the five
competitive forces model by Michael E. Porter. The results showed that the level
of competition in the handicraft business of hanging leather was quite high,
however, the threat from newcomers was quite low, while the bargaining power
of customers was high due to different levels of purchasing power and the target
market share, namely the middle to upper class. The bargaining power of
suppliers is considered quite high and affects the quality of the final product. The
strategies that Fajarwonk can develop are based on the identification of the five
force model, namely: Adding more innovative product differentiation while
maintaining quality, opening special outlets that are easily accessible to
consumers, maintaining product quality supported by technological
developments, marketing products through affiliate marketing.
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1 Introduction

Micro, Small and Medium Enterprises (MSMEs) is one of the government's efforts to tackle
the problem of poverty. A strong commitment from the Government has encouraged the
development of MSMEs from year to year [1]. Based on data from the Ministry of
Cooperatives, Small and Medium Enterprises in 2018, the number of MSME players was 64.2
million from the number of business actors in Indonesia with a workforce absorption of 97%
and a contribution to the economy of 61.1%. Based on these data, it shows that MSMEs have a
central role in providing jobs.

The importance of the role of MSMEs in the economy is also strengthened by a Government

BISIC 2020, October 03-04, Bengkulu, Indonesia
Copyright © 2021 EAI
DOI 10.4108/eai.3-10-2020.2306596



Regulation as stated in Law Number 20 of 2008 in which MSMEs is one of the economic
sectors that must be empowered and developed [2].

Empowerment and development of MSMEs in Indonesia have several challenges that must
be faced, including financial and non-financial problems. To overcome this problem, the
Government has attempted to provide solutions both from the managerial aspect, the capital
aspect and the development of partnership programs with large companies. With the existence
of various policies issued by the Government to encourage the growth and development of
MSMEs, it has had a positive impact, where each year there is an increase in the number of
MSMEs accompanied by an increase in the allocation of credit / financing for MSMEs by
banks. The development of MSMEs in Indonesia occurs in all regions, one of which is
Bengkulu Province, the number of active MSMEs in 2019 reached 1,700 spread across 10 City
Districts.

The Covid-19 pandemic has an impact on MSMEs, a lockdown policy that limits economic
activity has resulted in a decrease in the amount of demand and disrupts supply chains for
business actors. The impact of covid-19 is mostly felt by MSME players in the field of supply of
daily necessities, namely food and beverages[3].

The impact of the pandemic on sectors other than daily needs is also very pronounced, but
unlike in the food and beverage sector. In the service sector, the pandemic has an impact that
encourages MSMEs to be more creative and innovative in providing better services with the use
of technology, as well as for other types of MSMEs that are required to be able to develop more
effective strategies and create innovative products. in order to maintain business continuity.
Strategy is a means of achieving goals to be achieved in the long term, which includes
expansion, diversification and product development. To achieve a sustainable competitive
advantage, the company must be able to adapt both externally and internally, have effective
planning, implementation and evaluation of each strategy used. [4].

Fajarwonk is one of the MSMEs that utilizes hanging leather raw materials into products
that are worth selling such as bags and special regional souvenirs. During the dawn, Fajarwonk
must be able to adapt by developing strategies and innovative products to adapt to any changes,
especially in production and marketing activities. From this phenomenon, the researcher aims to
analyze the current strategy Fajarwonk uses and alternative strategies that Fajarwonk can
develop using the five competitive forces model by Michael E. Porter.
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This research is a qualitative research to find out and get information. Qualitative research
was conducted using in-depth interviews (interviews with MSMEs). In this study also used a
structured questionnaire consisting of 5 categories, where each category represents competitive
strength. [5] [6] The subjects in this study were the Fajarwonk Bengkulu.

This research was conducted in September and October 2020 with the aim of analyzing the
attractiveness of Fajarwonk UMKM products by using five Force Analysis [7] and evaluating
the perceptions of the five Force Analysis as well as creating a framework of opportunities and
determining areas of profitable strategic change.

3 Five Force Analysis
3.1 Threat of new entrants

The threat of newcomers to hanging leather handicrafts in Bengkulu Province is estimated to
be quite high, this can be seen from the considerable number of craftsmen and entrepreneurs of
hanging leather who provide handicrafts in the form of souvenirs which are marketed at outlets
in tourist areas. The products marketed by craftsmen and hanger-skin entrepreneurs range from
brooches to bags that have the characteristics of Bengkulu Province, namely Rafflesia Flowers.
Despite the increasing number of new entrants, a significant obstacle for new competitors is the
marketing of products that are still not particularly attractive to consumers. Most of the hanging
leather handicraft products are indistinguishable and do not have a brand that can become a
characteristic of product marketing, so that the marketing investment, especially promotion, is
still small. Access to raw materials and technology for manufacturing products that are still
difficult is also a conclusion based on the results of interviews conducted showing that there are
significant obstacles for newcomers, in other words, the threat of newcomers is quite low. The
average perceived tariff rate for this competitive power of the model is 1.25.

3.2 Bargaining power of buyers

Fajarwonk handicraft products are distributed directly to consumers and government
agencies and often participate in exhibitions held at the tourism office both within the Province
and outside Bengkulu Province. The dominance of consumers, namely the middle to upper
society which is dominated by exclusive bag products for office women, the number of buyers is
not always constant, depending on the number of requests. In marketing Fajarwonk products
have employees who can provide information about products being marketed and have product
information with official permission, even fajarwonk is often asked to provide training on the
management of hanging skin into products that are competitive in the market. The market share
of Fajarwonk MSME products is not constant depending on the level of people's purchasing
power. This shows that the bargaining power of buyers is high. Based on the conclusion from
the results of the interviews conducted, it is the power of buyers of Fajarwonk MSME products
is high with an average of 3.27.

3.3 Bargaining power of suppliers

The basic raw material for Fajarwonk UMKM products is hanging skin, hanging skin
farmers are the most important supplier in this business. The owner of Fajarwonk stated that the



price offered by hanging skin farmers is very high, even though the hanging skin is the basic raw
material which greatly influences the production process. The difference in price and quality of
hanging leather has an effect on the final quality of the product produced. The difficulty of raw
materials and the management of raw materials into finished materials that require special skills
requires that workers have good skills and competencies, especially in current technological
developments. The data obtained through interviews conducted led to the conclusion that the
bargaining power of hanging skin suppliers at fajarwonk MSMEs was high as indicated by the
model size of 3.25.

3.4 Threat of substitute products

Products produced by Fajarwonk UMKM are included in the complementary product
category. Therefore, according to the owner, the level of need for the product is not too high
where the community needs a substitute product of 2% -5% and the community is very easy to
find replacement products. Based on the interview, it can be concluded that the threat of
substitute products is quite high with a model value of 1.07.

3.5 Rivalry among existing firms

The hanging leather handicraft industry in the Bengkulu region is growing, the public's
interest in the various hanging leather products encourages business growth which is increasing
every year. Public awareness of the quality of products made from hemp leather such as bags
has had an impact on the growth and development of this hanging-based business. The
increasing number of hemp skin craftsmen who require the same basic materials have resulted
in high demand for raw materials and prices at the farm level. The high level of competition in
the handicraft industry owned by Fajarwonk is seen in the measured average of 4.02.

3.6 Identifikasi faktor kunci kesuksesan

After a thorough analysis of all the forces affecting Fajarwonk MSMEs, it can be concluded
that the level of competition in the handicraft business of hanging leather is high, but the threat
from newcomers is quite low. The bargaining power of customers is high because of different
levels of purchasing power and the target market share is the middle to upper class market share.
The bargaining power of suppliers even though they are rated as high enough can affect the
quality of the final product. The results of the analysis can be seen in Figure 2.

Fig. 2. Hasil penelitian



The threat of substitute products in this study is quite high because the product produced is
not a basic necessity but rather a complement which can be replaced with other products if
consumers do not find a product that meets expectations. The threat of substitute products for
complementary products is not the same as products which are daily necessities. The threat
posed by substitute products depends on the price and performance of the product for which the
customer is intended to meet basic needs. Lower prices or better quality and competitiveness
have a higher probability of substituting another product.[8]

Buyers can become a threat if they haggle over prices or raise costs by demanding better
quality. The size and concentration of customers are the power for buyers, buyers are in power if
there are few products but buyers need a lot of products. markets that can be developed for the
long term. However, the obstacle faced in creating innovative products is the lack of quality
suppliers of raw material for hanging skin, so that further management is still needed before
carrying out the product production process. Some of the strategies that Fajarwonk can develop
include:

a. Adding more innovative product differentiation at a fairly affordable price while
maintaining quality.

b.  Opening special outlets that are easily accessible to consumers, so that consumers can
easily choose the desired product.

c.  Maintaining product quality supported by technological developments so as to produce
more according to market demand.

d.  Doing product marketing through affiliate marketing, so that the product is better known
and easily accessed by consumers.

4 Conclusion

Based on the results of the research conducted it can be concluded that the level of
competition in the handicraft business of hanging leather is quite high, however, the threat from
newcomers is quite low, while the bargaining power of customers is high due to different levels
of purchasing power and the target market share, namely the middle to middle class people on.
The bargaining power of suppliers is considered quite high and affects the quality of the final
product. The strategies that Fajarwonk can develop are based on the identification of the five
force model, namely: Adding more innovative product differentiation while maintaining
quality, opening special outlets that are easily accessible to consumers, maintaining product
quality supported by technological developments, marketing products through affiliate
marketing.
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