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Abstract: This paper describes and analyses the performance of local-oriented
business networks for tourism SME’s. The study was conducted at the Temanggung
Regency Tourism SME’s in Central Java Indonesia. Temanggung has many tourism
objects and is potentially crucial for improving the welfare of the community. However,
in disruption era - challenges faced by SME’s Tourism are getting heavier. SME’s internal
problems and the phenomenon of invisible competitors. The study of this local-oriented
business networking model will be able to synergize the various potentials and strengths
that exist in tourism SME’s so that it can strengthen the competitiveness of SME’s.
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1. Introduction

The tourism sector is one of the main driving sectors of economic growth in the research
area. The growth of this sector has fostered Micro, Small and Medium Enterprises (SME’s) in
the tourism industry which has great potential as a means of alleviating poverty. This potential
can be achieved through a strengthening of the SME’s business network that will enhance
social interaction and economic transactions that rely on the tourism sector (Muhammad Al
Azhari, 2018). Researchers assume that by examining business network patterns, it will be
able to synergise various potentials and strengths of SME’s, to strengthen capital, production
processes and also in marketing SME products (Murniningsih, 2017). Furthermore, efforts to
enhance the SME’s business network will become a breakthrough in improving the national
economy.

On the other hand, although there is an essential role in the tourism sector in the regional
economy, the benefits and benefits of the tourism sector have not yet been felt in the lower
layers of society (Sosa, Roy and Bautista, Adriana, 2015). Therefore, the involvement of local
communities as tourism businesses. This requires local communities to be more active and
creative in utilizing the tourism potentials in their area. (O’Regan and Ghobadian, 2005)
Especially in rural areas. This is because rapid development concerning infrastructure and
technology makes people saturated and longs for the calm that can be obtained from nature.
So that tourism by developing the concept of life in the countryside can be an alternative.
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The rapid development of tourism is also related to the existence of SME’s in a
disruptive era (Azisah, Siti, 2018). Factors driving the development of the tourism sector
include the development of information technology, the advancement of transportation
technology, free-market growth, the revolution in processing technology, the liberalization of
the tourism and trade industry. Likewise, each region has different potential, due to
differences in economic conditions, natural resources, the size of the area and the size of the
population. This allows each region to give a different emphasis on developing the potential of
the region, including tourism potential (Omerzel and Kregar, 2016). The tourism industry that
can be a source of regional income is the community-owned tourism industry/community
tourism development - CTD (Gill, 2010).

This condition was responded by the local community in Temanggung Regency, by
seeing that in the area had a lot of natural potentials that could be developed as a tourism
destination. The tourism industry network consists of hotels/inns / home stays,
restaurants/catering services, tourism businesses (tourism objects, souvenirs, art
performances), business travel services (travel agents, tour guides). The development of
business networks conducted by local communities (SME’s) is the initial strategy for
developing tourist attractions (Dirgiatmo, 2015). The involvement of local communities, in
this case, encourages the occurrence of multiplier effects from the existence of a tourist
attraction (Rashid, 2014) (Ngugi, 2013). This will promote the creation of new jobs and
support regional development.

Most of the Temanggung Regency area is highlands and mountains, which is part of the
Dieng Plateau series. Temanggung Regency has many natural attractions scattered in
Temanggung Regency consisting of, Posong, Kledung Pass, Walitis Forest, and 4 beautiful
waterfalls or waterfalls namely Curug Trocoh, Curug Lawe, Curug Thitang, and Curug Onje.
In Kabupaten Temanggung, artificial tours were also developed namely Pikatan Water Park,
multi-dimensional rides in the form of a 4-dimensional cinema with a movie ride simulator,
Kartini Park, Kali Progo Park, Pengayoman Park, Alun-Alun, Meteorite Monument, and
Bambang Sugeng Monument. The cultural tourism in Temanggung Regency is Pringapus
Temple, Gondosuli Inscription, Suran Traji, Ki Ageng Makukuhan Tomb, and recently
discovered Liyangan Site (Santoso and Rais, 2015).

Temanggung Regency, is a district in Central Java Province, precisely at the foot of
Mount Sumbing and Mount Sindoro. Most of this district is a plateau with cool air.
Temanggung District is well-known as the best tobacco producing district in Indonesia.
Tobacco is a commodity that is expected to boost the economic life of the community. This
condition is due to the most significant money circulation in this district is when the tobacco
harvest season arrives. However, the length of the chain of tobacco trade arrangements and the
absence of price standardization are the main problems that cause the life of the people of
Temanggung Regency to be far from what is expected. There were still 87.8 thousand people
or 12.32% of the total population of Temanggung Regency were poor people (BPS Jawa
Tengah, 2017). The concept of tourism development should be more pro-poor and lead to
poverty alleviation efforts. This is known as Pro-Poor Tourism (Ashley et al., 2001).
Referring to the concept, tourism is used as an alternative effort to alleviate poverty because
this sector can play an essential role in the absorption of employment opportunities and the



empowerment of micro businesses in high numbers in the regions (Varraa et al., 2012). Local
governments have also optimized virtual marketing which is expected to attract more
consumers through the OVOP (one village one product) program. This phenomenon is at the
same time exciting to analyze, how tourism SMEs respond to the disruption era (Mason, G.,
Rincon-Aznar, A, and Venturini, 2017)

2. Research Methodology

The approach used in this study is a qualitative approach. Qualitative research
methodology is scientific research that aims to understand a phenomenon in a social context
naturally by prioritizing the process of interaction of deep communication between researchers
and the phenomenon under study (Denzin, Norman K and Lincolyn, 1994). Qualitative
methodologies are able to explore a deep understanding of specific organizations or events
rather than describe the surface part of a large sample of a population. This is in accordance
with the research that will be conducted in order to understand the conditions of social
interaction in terms of institutions that occur in Temanggung Regency tourism SME’S actors.
Data collection was conducted interviews, forum group discussion, observation, and
documentation. Data interpretation methods use four stages (Miles, Huberman, Saldaia,
Johnny, 1984), namely: (1) data collection, (2) data reduction, (3) data presentation, and (4)
conclusion drawing. To test the validity of the data, it was tested by triangulating both sources
(from different informants) and techniques (using different data collection techniques). The
unit of analysis in this study was 80 tourism SMEs in Temanggung Regency. Meanwhile, the
informants were the Temanggung Regency SME’S from administrators, the Office of Industry
and Trade, the Tourism Office, the sub-district apparatus related to the economic development
of the community.

3. Result & Discussion

In analyzing business networking models, it can be categorized into three stages of
development as follows:

3.1 Fragmented Program

At this stage, SME’s actors are more concerned with their own business, the most
important thing is to generate income for their families and groups. SME’s have not been
integrated into SME association containers (Omerzel and Kregar, 2016). In the end, often
unhealthy competition emerges, so that large investors will annex small investors. For
example, in Tlahap Village, Kledung Subdistrict, SME’S in several tourism objects around
Posong are often "left behind" during the tobacco season. The results of the forum group
discussion show that there is a lack of professionalism among tourism SME’S actors.
Residents are less interested, because this business cannot promise his life, even there has
been mastery of this business by large investors. The role of the government as a congested
state, where the government intervenes and controls SME’s (Philip Alford & Stephen John
Page, 2015). This can be seen from the programs of capital assistance or equipment,



exhibitions for SMEs from the local government through various agencies such as Industries,
Trade and Cooperative Services, Social Services, Labour and Transmigration, and others.
However, from the results of the forum group disccusion, it is known that regional device
organizations often overlap activities. The distribution of access to training and the acquisition
of assistance for SME’S actors is also less efficient (LeenaAarikka-Stenroos1Jaakkola, 2012).
There are a number of SME’s involved in training and assistance activities in several events,
but there are SME’s who do not have access to the government at all. This means that
assistance is less coordinated and integrated, so that the driving force of strengthening the
competitiveness of SMEs becomes less optimal (Ashley ef al., 2001). Not infrequently, aid is
also misused into unproductive expenditures, resulting in bad credit and stagnation in business
development.

At this stage, strengthening actors among SME’S actors is more directed at increasing
their production. As a result the development of SME’S actors leads to certain groups that
have various advantages, such as capital, tenacity and adequate human resources that can
develop well. Conversely, actors who lack capital, skills and tenacity cannot develop, as a
result, many government assistance programs are not well targeted. As a result, in this
development, there is a fragmentation of plans, goals, processes, containers, and activities of
SME’s. In this case, SME’s are separated with weak bargaining positions, both in the supply
of raw materials, production, and marketing of SME’s products. This condition is more than
40% occurring in Temanggung Regency, meaning that most SME’s actors are not yet
coordinated and integrated, and institutionalized in a container. From the forum group
disccusion results, it is known that several groups of SME’s are still there, but the conditions
are dead.

3.2 Integrated Program

In this stage SME’S must already have a single association. All production and
marketing process programs are managed by associations, resulting in harmonization between
SME’S actors and synergies in the face of the market (Endi Rekarti, 2017). Thus the group
approach has been well institutionalized, marked by a routine forum, the existence of a board,
the existence of a development program, and also has a constitution and by-laws for the
dynamics and development of the SME’S group (Al Azri, 2013). The role of the government
to be a regulator for SME’s, in this case through legal products etc. Legal products that
regulate and serve as the basis for SME’s in carrying out their roles. Then the policy of the
organization of the regional apparatus should be local government work unit policy must
follow. Institutional strengthening of SMEs by building networks internally continues. For this
reason, the need for SME groups is one of them is ongoing assistance, before the aid program
is launched to SMEs. One of the needs of actors other than capital is knowledge about
entrepreneurship and wider market access. The Temanggung Regency Trade & Cooperative
Service also provides programs and assistance to tourism SME’S groups. Group approaches
can be used as controls for individuals belonging to groups (Nuryakin, Vincient Didiek Wiet
Ariyanto, 2018). The formation of SME groups at this stage has been based on the awareness
of members who feel the need to form a forum for efforts to improve their business, both
short-term, long-term and sustainable. From the results of observation, the formation of



SME’S groups is still based on the need to seek assistance, whether it is a program of
Regional Economic Development, a program from group of farmer, a program from joint
bussiness group, and several other regional government assistance programs. Tourism SME’S
groups in Temanggung district already have groups based on product similarities.

3.3 Networking Program

In this model, SME’S has independence (Rovindo. 2017,) Products have explored the
domestic and global markets. The SME’S model in Temanggung District has not arrived at
this stage. From the results of the forum group discussion, almost all SME’S players still need
capital, equipment and skills. At this stage, the role of the government is as a facilitator,
because SME’S actors are already strong enough, and ready to play a role without government
assistance (Nedim Yiizbasioglu Pmar CelikYunusTopsakal, 2014). Even in its development,
the SME’S actors have been able to contribute to regional income. Arabica coffee SME’S with
the aroma of tobacco already exports, although the network does not yet exist in the stage of
independence (Tourism Industry Aotearoa, 2017).

Based on the results of the forum group discussion with tourism SME’S actors in
Temanggung District, several important roles were formulated in strengthening the business
network as follows:

Table 1: Temanggung Regency Tourism SME’s Business Network Performance

Subject Role
Local the regional government facilitates partnerships between the government,
government business people and non-government institutions
SME’S SME's applies a strategy to strengthen business networks
Third Party Local partners from the private sector help exploit the opportunity of the
(CSR, region to develop policies and strategies that are appropriate to local needs.
College,
NGO)

A good business network is very important to build trust and confidence in network
partners so they want to share core competitive resources (Stuart Read, Nicholas Dew, Saras
D. Sarasvathy, Michael Song, 2009). Otherwise, the relationship will be full and ambiguous
without benefits among network partners (Hitt et al., 2009; Walter et al., 2006). Relational
skills are important for companies to create and maintain long-term relationships with mutual
benefits among participating companies. Kale et al. (2000) refer to relational skills as social
competencies, which are very important for relationship management because relationships
are often situations of interpersonal exchange (Awuah, 2001). It is said that the situation of
interpersonal exchange relies on trust and confidence built by partners where partners with
well-placed relational skills instill both problems of trust and confidence in the second party.
The relational skills include such aspects as "communication skills, problem solving skills,
interpersonal skills, conflict management skills, empathy, emotional stability, self-reflection, a



sense of justice and cooperation" (Greg W. Marshall, Daniel J. Goebel, and William C.
Moncrief, 2003).

A good business network will also strengthen the capabilities of SME’s in this disruptive

era. There are three things that SME’S must do to deal with the disruption era:

a.

Digitality: SME’s are required to be able to open themselves to the development of all-
digital communication and information technology today. On the other hand, SME’s
must also be able to utilize digital tools as a medium for strengthening competitiveness
Creativity: SME’s must create services that give satisfaction to customers. Creativity can
also create a value proposition (superior value) on the products they produce.
Connectivity: the ability of SME’s in building relationships with as many people as
possible, both directly and through social media. Good connectivity, this will be an
opportunity for us to build a stronger network.

SME’s that have good relational skills are very likely to develop effective and

sustainable relationships that are mutually beneficial among network partners. Furthermore,
this will increase competitive advantage (Teece, 2007). Basically, there are two categories of
social networking: inter-company social networks that are important in acquiring new
knowledge and corporate social networks that involve networking between workers in the
same company. This business network is very important for the dissemination of strategic
information from outside the company and strengthened the company's knowledge base. In
this view, both social networks are essential for acquisition, exchange, and utilization of
resources and learning new capabilities that are important for the company's competitive
advantage that is needed for corporate performance (Kale, Dyer & Singh., 2002).

4. Conclusion

a.

From the results of the study, it is known that most tourism SME’S players agree on the
importance of local oriented business networks in the production process, provision of
raw material needs and also in the marketing of SME’S products. But to build a strong
business network requires the involvement of various parties, such as government
facilitation, assistance from universities or non-governmental organizations, assistance
from CSR and the commitment of SME’s themselves to form networks among business
actors.

Need to integrate programs for SME’s from all regional device organizations (OPD).
The integration of this program will improve the effectiveness of strengthening the
competitiveness of tourism SME’s.

Increasing the role of government as an adhesive for tourism SME’S networks with
universities, Non-Governmental Organizations, CSR. This role will improve the
capability of SME’s to face the disruptive era.
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