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Abstract: Purpose — This study aim to identify the various parties that can be involved in supporting the
development of SMEs, especially at Kawalu Embroidery Center, Tasikmalaya, because the actor mentioned in
Triple Helix Model is considered not enough.

Design/ methodology/ approach — All finding are based on an in-depth, detailed examination of one specific case.
The case study approach allows analysis of how SMEs’ value creation and development can be done with due
consideration of their contextual conditions.

Finding — Study found that the actor of THM is not enough in supporting SMEs development and value
creation, needed support from other actors covering financial institution, association of SMEs entrepreneur,

customers, and supporting company.

Originality/ value — This study found the need of supporting company; that is the company formed to coordinate
various programs and cooperation in supporting SMEs value creation and development, beside propose a
revision for Triple Helix Model especially if want to be implemented at Kawalu Embroidery Center, Tasikmalaya.
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I. INTRODUCTION

Triple Helix Model (THM) which proposed by Leydesdorff and Etzkowitz described interactions between
university, industry and government in innovation and development process (Etzkowitz & Leydesdorff,
1995). The phenomenon of triple helix system has been recognised widely in developed countries as it has
emerged from the needs of universities to work closely together with industry and to maintain sustainable
development of industry-university integration, and supporting role of government as a policy maker.
University-industry-government interaction is the key to improve the condition for innovation in a
knowledge-based society where the university as a source of new knowledge and technology (e.g. center of
excellence); industries are the locus of production and provider of customer demand; and the government
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as the source of contractual relations that guarantee stable interactions and exchange (Etzkowitz & Mello,

1994).

THM was declared important in different studies; however, some studies in Indonesia found that
THM did not work well in its implementation, as well as what is found in Kawalu Embroidery Center,
Tasikmalaya. To understand how cooperation between various actors should be drawn up so that value
creation by SMEs can be promoted, research on Kawalu Embroidery Center, Tasikmalaya has been done
based on varied studies that have been done.

II. ACTORS WHO ARE DEEMED CAPABLE TO COMPLETE THM

Various studies shown that of government, universities and business are the main actors to encourage
innovation. Through cooperation, these actors can pool resources and agree on joint priorities, and new
innovative solution can be created in the compromise situation that arises (Lundberg, 2014). However,
other studies found that are not enough just these three actors to work together. Some view THM innovation
needs to be refined by adding civil society and named it as Quadruple Helix (Afonso & Monteiro, 2012;
Carayannis & Campbell, 2009; Caraynnis & Campbell, 2010). Civil society as the user of goods and services
or economic output is considered to have an effect on the development of SMEs (Mulyana, 2014).

Colapinto & Porlezza in their study said that instead of civil society, finance organizations, which
encourage revenue growth and commercialization should count at the fourth actor added to THM so that
Quadruple Helix model would consist of government, university, finance organization and business itself
(Colapinto & Porlezza, 2012).

In other studies, Hemert said that in open innovation, SMEs collaborated with various parties, especially
with supplier and customers (Hemert, Nijkamp, & Masurel, 2013), but SMEs builds more cooperation
with customers than with suppliers (Theyel, 2013). Some studies on SMEs mention the role of professional
and advisers (Chittihaworn, 2011), consultant or research staff (Zubielqui, Jones, Seet, & Lindsay, 2015).

The importance in the association of SME entrepreneurs in supporting their development is expressed
in research conducted in UK and European Union. Employers’ associations are said have a potential role
in increasing the participation of SMEs in public programs for innovation and knowledge-supported policies
(Vega, Brown, & Chiasson, Open Innovation and SMEs: Exploring policy and the scope for improvements
in university based public programmes through a multidisciplinary lens, 2012).

One study conducted in China highlighted the financial problems faced by SMEs in developing their
business and difficulties for accessing loans from banks. To overcome these problems, research shows the
important role that can be played by the loan guarantee institution. However, even though the financial
guarantor institution can overcome this, research shows that in order to work more efficiently, it is better if
a bank exercises its own control and not relies on the loan guarantee institution (Hong & Zhou, Can third
party’s collateral arrangements tackle the financing problem of small-medium enterprises?, 2013).

III. RESEARCH METHODOLOGY

This study mainly aim to analyze how THM can work at Kawalu Embroidery Center, Tasikmalaya based
on literature that mentions various actors that are deemed capable to complete THM.
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The research is designed for finding indication and allows for elaboration involvement of local
government, universities, financial institution, SMEs entrepreneur association, customer, supplier, and other
actors who often work together and able to support the value creation and development of SMEs.

Research will be conducted by a qualitative method. In qualitative method, researchers cannot draw a
firm line to the results, however, researchers have to maintained objectivity.

Data Collection

Data were collected using qualitative in-depth interview, semi-structured interviews, observation, and
reviewing documents such as marketing document from SMEs, project reports and policy by government.

Observation

Observation is data collection method with the non-interventionism principle. Researchers will follow the
flow of what happen with subject just like record everything for scientific objectives.

Criticisms to this method mainly related to its validity and reliability because the observer will base
their analysis on their own perceptions. To overcome this problem, triangulation as proposed by Yin have
been done.

The advantage of observation is the ability to minimize the influence that can be caused by researchers

in the research subject. Observation has the flexibility in framing the idea to the new data collection
method (Adler & Adler, 2009).

In this study, observation has been done before other data collection methods to find the daily activities
of SMEs in running their business.

In-depth interview

In-depth interviews are qualitative data collection techniques by conducting intensive interviews on a small
number of individual respondents to explore their perspective on the issues under study.

The relaxed atmosphere during in-depth interviews will provide an opportunity to get more detailed
and extensive information than using other data collection methods. The disadvantage in this method is
the possibility of a researcher bias, requiring longer data collection times than other methods, and data
cannot be generalized because it is only obtained from a small number of respondents (Boyce & Neale,
2006).

Nowadays, problem of sample selection in qualitative research is still a debate. There are various
views of the adequacy of the number of samples. This research refers to the opinion that the sampling
process in qualitative research is dynamic, because the strength of qualitative research lies in the wealth of
information owned by the respondents of the cases studied and the analytical ability of researchers.

This means that in qualitative research, sampling is determined by the judgement of the researcher, in
relation to the need to obtain complete and sufficient information, in accordance with the objectives,
research problem, collection data techniques and the existence of cases. Snowballs sampling in this case
have been used. Until the end to this study, in-depth interview was conducted with 10 SMEs.
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Semi-structured Interview

Semi structure interview already done with government official, university, financial institution, SMEs
entrepreneur association, customet, and supplier.

The interview concern questions are to know about the various programs and government policies
that have been and will be done in order to develop SMEs. How does the program to support SMEs
development? What has been done? What are the obstacles faced when going to implement the various
programs? How about the participation and public welcome when the program is implemented? How is
the continuation of the various programs that have been done?

Document Study

Notes on programs and plans that have been and will be done are studied, analyzed and systematically
arranged to determine whether planned programs can work, what are the constraints and how the program
can be synergized with SMEs needs.

SMEs’ document also be analyzed to determine whether there is a correspondence between the
situation told during in-depth interview with all documents about sales, purchase, labor cost and other
costs.

IV. RESEARCH FINDING

Based on research, we known that most of today’s entrepreneurs continue embroidery business that has
been initiated by their parents. At the first venture, they begin business with a regular sewing machine and
performed as a side job between agriculture activities.

The uniqueness and tidiness of embroidery which applied in cloth, pillowcases and sheets, tablecloths
and various other household items render the embroidery product become the preferred product and
characteristic of Tasikmalaya.

Assistance of local governments in the early days brought opportunities to introduce embroidery
products to Jakarta and then to various other areas in Indonesia even abroad. High demand of embroidery
product leads this industry well developed.

As anticipation of high demand, most of the entrepreneurs change manual embroidery machine to a
computer embroidery machine which has an average of 9 to 12 head needles. That means one computer
embroidery machine can replace 9 to 12 workers. Computer embroidery machine is working 24 hours, so
that the production capacity increased rapidly.

The problem is a change from manual to a computer embroidery machine is not done with a good
preparation and calculation. The entrepreneurs only saw the change to fulfill high demand but ignore the
other things that should be changed like how to manage cash flow, inventories, and employee also how the
embroidered products may lose their uniqueness and quality.

To buy a computer embroidery machine that cost is quite high, part of the entreprencurs sold their
land, padi (rice) fields, or gold, which is a traditional form of their saving, and the others bought by
installments, which in turn become a burden of their cash flow.
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After using the computer embroidery machine, production capacity increased rapidly, which means
the need for raw materials (fabric and yarn) also increased rapidly. The employer is not prepared with the
funds needed for an increase in raw materials and especially not ready with the broader market.

The first impact on this situation is clear, cash flow becomes messy. The shift from manual to the
computer embroidery machine happens in almost same time for most SMEs there, that make the recent
market immediately saturated, while new market has not been open.

Lack of cash makes the purchasing of raw materials, which was originally made with cash now must
be done by a certain time limit which ultimately results in a higher price. Most of the entrepreneurs even
start to use loan with high interest.

Limitations in doing proper financial records and habit of most employers who do not make the
separation between personal and business money, made they mismanaged the finance. When get a lot of
revenue, they often use their money for consumptive purposes instead of reinvest to their business.

In the other side, limitations in making financial records, do not allow them to get funding from banks
that interest rates are relatively lower than what they are using, As it is known, one of the rules of Bank
Indonesia, Bank Indonesia Regulation No. 14/22 / PBI / 2012 chapter 5 of the lending or financing by
commercial banks for the development of SMEs to provide credit or financing of SMEs, required the
accounting information in the form of financial statements, and this cannot be met by most of the entrepreneurs.

In terms of marketing, passion and creativity to penetrate the wider market both around country and
abroad hindered by limitation knowledge of marketing. Most of SMEs entrepreneurs could not build a
brand that is known by the public, all they do is sell the product at low prices, and let the others attach their
brand and sell again with the much higher margin than what they get.

The failure to throw abundant production to the market, in turn, raises the costs of storage. Currently,
many entrepreneurs accumulate embroidery production after holiday and can only sell a few months before
the holidays, because at that time the demand for products increased significantly. The accumulation of
production in the period prior to holiday caused unhealthy competition. The need for cash forces
entrepreneurs to sell their products at very low prices, thus undermining market prices

Recently, several SMEs entreprencurs realize that using computer embroidery machine made them
lost their uniqueness. When embroidery made manual, only trained labor can produce quality embroidery.
The trained to make it, taught for generations. Ten years ago, we even could see how children helped their
parents to doing finishing at their spare time. Embroidery ingrained and become their characteristic.

People from other areas who want into do embroidery business will come to this village to learn how
to make embroidery. Now with technological advances, all people who want to do this business can easily
come in. Computer embroidery machine very easy to operate. In the past embroidery products have high
demand from other cities and island, now lots of their customer made embroidery products by themselves.

The number of imported products for similar goods with cheaper price is also one reason, which
lowers the demand. So while the entrepreneurs of SMEs in Tasikmalaya are grappling with the increasing
cost of production, substitution products for lower prices flooded the market.

Now we can see the problem repeatedly faced by SMEs: globalization of markets, technological advances

and the changing needs and demands of customers forced the nature of competitive paradigms to change
continuously. But the main problem is, low levels of education and managerial capacities of entrepreneurs.
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In-depth interview found that mostly the entrepreneur just completed education at junior high and
high school. Lack of managerial knowledge such as financial management and marketing becomes the
main obstacle. Therefore, SMEs need support from various parties to be able to do value creation.

Research found that some actors considered can work together and support SMEs development in
this embroidery center. Actors like government, universities, and financial institution have to introduce a
lot of programs. However, the programs run independently according to their respective mission without
coordination, so that many programs overlap on one side and not touched on the other side.

To coordinate all programs from government, universities, financial institution so that all programs
do not ovetlap, the actor who always ready to provide assistance to SMEs considering its various limitations
is needed. Moreover, the actors expected to coordinated input from SMEs Association and customers.
This actor should help SMEs to solve the problem of institutional coordination as found, assist and advise
if needed by SMEs in the implementation of production process, daily activities, as well as in search for
new market and even be a sales agent who looking for orders from overseas or out of town and then
coordinate it sales.

V. DISCUSSION

Based on data obtained from SMEs, government officials, financial institution’s officials and university, it
can be concluded that basically cooperation between the parties to support the development of SMEs is
very possible.

That mean THM can be implemented. However, should be adjusted so that the aim to support SMEs
value creation achievable.

In this study, what named as an innovation model will be named as a partnership model because this
cooperation is expected to support value creation not only for SMEs, but for all actors who are involved.
All the actors involved are seen to be in a causal relationship that has a common goal of creating value for
SMEs and for themselves.

Value that can be enjoyed by all actors will make this cooperation sustainable. Which should be noted
is the value for each actor will be certainly different and cannot count by money only.

During this time, each party moves in accordance with its mission, so that on one hand, there is
overlapped of the program, and on the other hand, there are important things that are not done. In
addition, the different programs performed are normally temporary, and are not monitored for their
sustainability, so their long-term impact is not known.

This happens because the different programs undertaken for SMEs are normally in the same direction,
so that mean, the value is only accepted by SMEs without any reciprocity for institutions or parties that
perform various empowerment programs. Thus, these programs are charity, although research conducted
by Mensah & Benedict, 2010, shows that direct assistance and charity programs have proven to have no
impact on poverty alleviation, however, this way is most often done.

Research conducted by Nakwa, 2013 also shows that instead of government-funded organizations,
profit-based organizations better than in ensure the sustainability and efficiency of programs to support
SMEs development.
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Government, universities and financial institutions strive to do various things to develop SMEs, but
there is no positive value they receive, in other words, if the government, universities, and financial institutions
do charity or CSR programs for SMEs, ultimately SMEs will not develop, because it only relies on outside
support in its development and does not get a chance to learn how to improve itself.

Based on this, support for SME development should be done based on the synergy of various parties
related to SMEs, carried out continuously, not charity, even should produce value for all parties involved.

This refers to the view that the value created for the other does not mean reducing a value for oneself,
but instead it can give more value to oneself. The value created, both for yourself and for partners will
certainly strengthen every involved party to maximize his efforts in value creation.

Table 1 below shows why the various parties which have been providing support for SMEs development
should work together. Each party involved in SME value creation has obstacles that can be solved with
support of others, and actually by working with others it will be able to create value for itself.

Table 1
Reason why partnership model is needed

Why collaboration with various parties to support SMESs value creation is needed?

Government * Government plays an important role and concerned with SMEs development. However, this
study found that government programs are pootly run, many of SME are unaware, because
the empowerment program is not formulated based on a full understanding of SMEs problems.

* Challenges in SMEs development are more complex, so that government have to dare to
change the empowerment paradigm.

* Too many SMEs have to be reach, limited funds, personnel and especially the seriousness of
the government apparatus is the main obstacle for the government to support SMEs.

University * As Carayannis & Campbell suggests, knowledge has entered a petiod in which discussion
should be emphasized on “How knowledge can contribute to life in general.”

* Working with SMEs provides an opportunity to implement knowledge and test, whether
what has been learned can be applied and understood by the students involved in training.

*  Work with SMEs give the opportunity for university to develop their research.

Financial Institution * This study indicates that most of SMEs in this industrial center are hesitant to utilize credit
from banks despite facing capital problems. Even though banks have to comply with
government regulations that require them to distribute soft loan for SMEs up to 20% from
total credit at the end of 2018.

* Most of SMEs are not bankable, limitations of knowledge become major obstacle, as they
consider the administrative process when opening credit as a very troublesome thing, in addition
they are afraid of wrongly utilizing loan. Level of credit risk also high because of the absence of
a financial record and separation between personal and business finances. Work together with
university and supporting company can help financial institution to solve their problems.

SMEs * Lack of managerial knowledge such as financial management and marketing becomes the
main obstacle.
* Limitations in making financial records, do not allow them to get funding from banks that
interest rates are relatively lower than what they are using.

* Limitation knowledge of marketing. Most of SMEs entrepreneurs could not build a brand,
all they do is sell the product at low prices, and let the others attach their brand and sell again
with the much higher margin than what they get. SMEs need support from other actors.
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This study learns which parties should be involved in cooperation to support the development of
SMEs based on information collected when collecting data and based on input from literature described in
the previous section.

The following is various actors who are considered to form a synergistic partnership to support the
development of SMEs:

Government

Government plays an important role and concerned with SMEs development, as its growth will improve
national economic development and part of poverty alleviation. Although Nakwa in his research stated
that support for SMEs is better done through profit-oriented organizations than by government, but
government has the flexibility to make arrangements through the policies for SMEs development.

Same with several previous studies which have shown that government programs are pootly run, this
study found that many of SME are unaware of government programs. This is happened because the
empowerment program is not formulated based on a full understanding of problems faced by SMEs. This
study also found that is lacked of government officials in handling SMEs problem, programs are less clear.
Consequently, the effectiveness of government programs hard to evaluate.

Challenges in SMEs development are more complex, so that government have to dare to change the
empowerment paradigm. The assumption that SMEs is a small-scale business, need charity empowerment
programs, and consider the budget spent to allocate as social funds without an effort to improve the
independence of business actors should be changed. Therefore, it would be very hard if the government
had to work on its own, too many SMEs have to be reach, limited funds, personnel and especially the
seriousness of the government apparatus is the main obstacle for the government to support SMEs.

Collaboration with various parties to support SMEs value creation is needed. Cooperation with the
university for example, can help government to get information about what happened with SMEs, what is
needed and what is the obstacles that hinder its growth. The university will get the information because
there is a program which must be followed by final semester students to make some researchs. Trainning
on simple bookkeeping can also be done by students from economic faculty.

Cooperation with financial institutions can be done so that lending can meet the target. Training
provided by the university and government can facilitate the bank when it will disburses credit. All this time
credit disbursement is hampered because many SMEs are not bankable.

Working with SMEs associations will make easier for governments to reach SMEs broadly, learn what
programs really needed and how they should be done. During this time, when coa nducting training,
government officials have difficulties in gathering people who want to participate. For that reason, the
apparatus will contact local figure, who will then collect the community to join training with a promise of
transport money, pocket money, cusumption, and uniform. Thus training is given to people who do not
really need, but only to those who close to the community leader, have free time and need pocket money.

Formally, training is provided, but benefits are less perceived. This is not only a waste of a fund, but
the important thing is target development becomes biased, as if already done; it is expected there is
improvement, but actually the targeted SMEs do not feel the benefits of anything, In fact, the changes to
SME:s occur only based on the ability and initiative of SMEs themselves who move without a clear direction.
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University

University plays an important role in innovation, knowledge and technology development that can be used
by business actors, to bridge SMEs limitations. However, the role of universities for SMEs development is
not only a form of university dedication, as it will benefit the university itself.

In collaboration with SMEs, universities have the opportunity to apply knowledge and test, whether
what has been learned can be applied and understood by the students involved in training. Universities also
have the opportunity to develop their research.

Management and technology change, expanding markets, developing products, and other science-based
things can be done with student initiatives and mentoring, Research institutions and universities can educate
skilled workers, and conduct research to generate new ideas and knowledge to accelerate the achievement of
SMEs development goals and targets. As Carayannis & Campbell suggests, knowledge has entered a period in
which discussion should be emphasized on how knowledge can contribute to life in general.

Previous section has been explained how university can support government in its effort to develop
SMEs, on the other hand, government can support university through policies issued.

Cooperation with financial institutions, can be done by providing financial reporting training, because
financial report is needed by the bank when SMEs apply for fund. During this time, banks have to train and
control SMEs who take credit to make systematic records continually.

Financial Institution

This study indicates that most of SMEs in this industrial center are hesitant to utilize credit from banks
despite facing capital problems. To overcome the capital needs SMEs rely on third parties other than banks
even though the interest rate much higher. Even though banks have to comply with government regulations
that require them to distribute soft loan for SMEs up to 20% from total credit at the end of 2018.

Most of SMEs are not bankable, limitations of knowledge become major obstacle, as they consider
the administrative process when opening credit as a very troublesome thing, in addition they are afraid of
wrongly utilizing loan.

Level of credit risk also high because of the absence of a financial record and separation between
personal and business finances. Credit that should be taken for productive purposes even used for
consumptive purposes. Unclear cash flow causes the use of loan do not optimal, as a result it is so hard for
SMEs to pay monthly installments.

To overcome the problems’ bank can cooperate with the university. Universities can assist by providing
training and mentoring to SMEs so that they can make recording systematically. In such a scheme, the
collaboration will provide good benefits for financial institutions, government, universities and of course
SME:s.

SME's Association

What is meant by SMEs association is a club of SMEs business actors in the same field with the aim of
sharing information and creating unity opinion in implementing various policies in the field of employment,
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industrial relations and in relation with the government. Through this association, members can share
inspiration for improving socio-economic welfare of members and workers who join.

There is no association of embroidery entrepreneurs in this embroidery center now: If any during this
time SMEs entrepreneur association which aims to share information and inspiration for improving the
socio-economic welfare of members and workers who joined does not work well, and its presence is less felt.

Each entrepreneur runs his or her own business, even undertaking unhealthy competition. The
establishment of the association will encourage entrepreneurs to remain in touch with each other and get
the benefits as presented in various studies in a cluster system, which essentially seeks to group core
industries and support industries, support services and economic infrastructure, training, education, resource
utilization and institutions to encourage economic development activities.

Interview revealed that SMEs entrepreneur can be empowered, active SMEs Association expected to
support the development of industrial centers by encouraging cooperation among SMEs so that they can
share information, take advantage of the knowledge of other SMEs and reduce the cost of technology
development so that SMEs can compete by improving the quality and not just drop the price while facing
competition.

Associations can also increase the bargaining power of SMEs when they negotiate with external
parties, e.g., government, financial institutions, suppliers, customer and other related parties.

SMEs associations are not only good for SMEs itself, but also can facilitate cooperation with
government, university and financial institution.

Customer

Various inputs from customers with respect to design and quality are perceived to increase customer value
that will ultimately increase business value too. However, the inputs from customers have also been poorly
addressed due to SMEs’ unwillingness to make changes and to take a risk due to limited funds.

Customers need to be involved in cooperation to support SMEs development because the role played
by customers today has changed. If in earlier times, customers did not have many options to meet their
needs, the choice now is wide. Customers will choose products and services that match what is expected
and deem appropriate for what they pay.

Value and value creation process shift from view of product and enterprise centric to customer’s
personal experience of a product or service. The success of SMEs meet customer expected value to be the
answer why SMEs can excel compared with other SMEs.

Cooperation with customers can be done through the willingness to listen to customer’s wishes and
complaints and then make improvements approaching what is expected because customers will buy goods/
services if the value proposition in accordance with the price or even better.

The ability of product to approximate customer expected value can be developed by increasing brand
loyalty, superior customer service, technology utilization, wide network or unique product design. In other
words, SMEs can develop cost leadership or differentiation depending on how to manage its value chain
network.
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This is in accordance with theory presented by Porter, that in addition to cost reduction, SMEs can
also do differentiation strategy, that is by creating a product or service that is unique or have significantly
different attributes with competitor products and valuable for the customer.

SMEs will have performance above the average company in the industry if it succeeded in setting the
selling price of a product or service beyond the additional cost that must be issued to obtain the uniqueness.
In addition to selling at a higher price, through differentiation, the product will also be more easily
remembered by consumers, and will be able to overcome the problem of market saturation.

Excellence because of efficiency that ultimately affects the price of products offered, certainly not to
blame, but it became clear that consumers are often willing to pay more for similar products that have more

value.

Competitive advantage will be achieved if SMEs can provide higher customer value than competitors
for the same price or provide the same customer value with a lower price.

Customers as users of goods and services or economic output are considered to have an effect on
SMEs development. Dynamically changing behavior will encourage business actors to creatively create
something new to meet customer expectations. Customers have a big role and can become a communication
media.

Based on this it becomes clear that SMEs can no longer decide on their own product design,
development of production processes, or how to market their products or services. Customer desire must
be considered and involved in various stages of value creation process. So doing value creation by paying
attention to customer value expected and not neglecting value creation for SMEs itself is a must.

Supporting Company

The terms of supporting company may never have been found in previous literature, as the idea of a
supporting company arose when conducting research in this embroidery industry center.

When doing research it was realized that without support of various parties, it is impossible for SMEs
to survive in the midst of a rapidly changing market. However, although many things have been done by
various parties to support SMEs, expected results are not achieved because the various programs overlap
and lack of coordination.

Actor who is able to solve an institutional coordination problems is needed. The actor is also expected
to be capable to monitor government funds in supporting SMEs, ensure the funds are used in accordance
with what should be, arranging training or mentoring for SMEs, determine the strategy to be pursued in
facing competition by creating uniqueness in industrial centers and working with SME entrepreneurs to
find markets both at home and abroad.

As revealed by Nakwa in his research, profit-based organizations will better ensure the sustainability
and efficiency of various programs to support the development of SMEs, hence this actor should also gain
profit in running its business. Not only create profits or values for itself, this actor is primarily aimed at
helping the value creation of SMEs, must also ensure that the value is also accepted by all actors involved
n 1t.
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Value creation for all parties involved will be the basis of this cooperation, therefore, a program not
only temporary but sustainable. What is meant by value is certainly not only calculated on the basis of
money received, because each actor has a different concept of value in accordance with their mission.

In this paper, we call this actor as supporting company. Therefore, supporting company is a company
formed foe the purpose of coordinating support from government, universities, financial institutions,
input from the SME's association both tangible and intangible, and input from customers, also SMEs itself
so that the various development programs do not overlap. The establishment of a supporting company
initiation can be done by the government, university and private parties, but working with all parties involved

in value creation.

In cooperation with government that has funds to hold an industrial exhibition, supporting company
can represent SMEs to follow it, so that the new market will open. Nowaday, the marketing of embroidery
products is still done traditionally. They rarely follow industry exhibition and only a few who do online
sales, whereas the opportunity for it is wide open. This is due to the limited ability of SMEs to take
advantage of technological developments. Lack of ability to offer products and negotiate with customers
as well as difficulties to manage its stocks. Utilization of funds from government can also be channeled and
monitored so that it more targeted and successful.

Collaboration with banks that are usually difficult to channel credit can also be done, since SMEs
credit distribution as required by government should be done not only based on turnover (which amounts
are not well recorded), but mainly related to the character of the borrower who has not been known. In
many cases, compliance with a loan is not related with the ability to pay but in good faith to repay the loan,
and it is a matter of character. Supporting company which daily work together with SMEs entrepreneur
surely more familiar and can give referral to bank.

Supporting companies can also work with universities by facilitating the university when they are
conducting research, and then using the results of the research for SME development. Supporting company
can as well coordinate the training to be provided by the university.

Cooperation with SMEs can be done first by encouraging the formation of SMEs associations that
have not existed. The existence of SMEs associations as described in the previous section is very important
for encourage cooperation between

SME:s so that can gain a stronger position when dealing with third parties. Various things that need to
be done by SMEs to reach that position until now can not be done because of various limitations. SMEs
weaknesses in reading environmental changes and market desired can be covered with involvement of
Supporting company.

SMEs

SME:s are the main actors in value creation. Government, university, financial institution, SMEs association,
supporting company and customer are supporting actors so that the whole process of value creation works
well.

If value creation work well, the expected role of SMEs, both as a source of fulfillment household
primary and secondary needs, job creation, distribution of income, poverty alleviation even maintains
balance of payment will certainly work.
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Research indicates the obstacle of SMEs development is much influenced by character of the
perpetrators of SMEs who surrendered quickly and complacency in addition, there is limited managerial
ability. However, other problems such as those related to capital needs in developing a business can be
solved if there is good cooperation with financial institutions. The limitations of SMEs in making the
necessary financial report when opening the credit can be completed with the support of universities that
can provide training and mentoring for SMEs.

Another problem for example, in the field of marketing can be assisted by a supporting company that
can act as an agent that seeks new markets and even opens the market abroad. Supporting company can
also help SMEs when they negotiate with consumers and suppliers, so that SMEs do not always lose in
bargaining position.

Support from government that has been less perceived by SMEs, then can be made more focused,
and more targeted so that government targets to increase economic growth by utilizing SMEs can be
achieved.

Cooperation among SMEs that is expected to be well established with the establishment of association
of entrepreneurs will also strengthen the position of SMEs when dealing with other parties.

Other Actors in Partnership Model

In the previous research, it has been suggested that some researchers have done research on how the Triple
Helix model works and provides insight into the actors who need to be added so this model can work

properly.
Carayannis & Campbell for example, they include civil society as the fourth element and named the
model as Quadruple Helix. In the model presented in this study, civil society was not included as one actors

of the partnership model because it refers to what Ledesdorff said, civil society is the medium in which
this synergistic partnership model works, so it is not a component of the partnership model.

So it is with Media. Although we recognize that the media have a big role in building image, but in this
study media was not included as one of the actors because the partnership model presented here is expected
to be more applicable and close to the context. The importance of utilizing the media will be the task of
supporting companies interested in raising the sale of SMEs.

In this study, suppliers are also not included as one of the actors in a synergistic partnership model,
because in this business supplier is not so instrumental. What is offered so far has no great effect on the
resulting product.

Research conducted in Thailand states that professionals and advisors show an important role in
supporting the development of SMEs, but this is not applicable in Indonesia, especially in this
industrial center because the role of professionals and advisors have not been known by SMEs, the
consultants and research staff mentioned play an important role in supporting the development of
SMEs in Australia.

The loan guarantee institution that has been declared to play an important role in solving the financial
problems of SMEs in China is also not included in this synergistic partnership model because the loan
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guarantee institution has not been known and the financial institution in this case the bank has more roles
in supporting SMEs value creation. Based on what is described above, there are seven actors involved in
the synergistic partnership model of SMEs value creation. Referring to the naming done by previous
researchers, this partnership model will be called the “Synergistic Partnership Model Septuple Helix.”

Septuple Helix Partnership Model for Value Creation

Below is a picture of “Septuple Helix Partnership Model.” The positioning of one on the other in the
picture does not indicate a certain level of closeness or interest because basically all parties are expected to
work together to create value that can be felt by all parties involved although the main purpose is to
support value creation for SMEs.

Figure 1: Septuple Helix Partnership Model for Value Creation

As stated above, in this partnership model, all actors are seen to be in a causal relationship that has a
common goal to support SMEs value creation but a value not only has to be perceived by SMEs, but by all
actors involved. Example of causal relationship between actors can be seen in Table 2, but it should be
noted that this relationship is certainly not standard, this table can be shortened or extended, since all
depend on the needs of the actors involved and context.
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Table 2
Causal Relation of Value Creation

Causal Relation of Value Creation

Government -University

Government-Financial Institution

Government-SMEs Association

Government — Supporting Company

University-SMEs

University-Financial Institution

University-SMEs Association

Financial Institution-SMEs
Association

Cooperation with the university can help government to get information about
what happened with SMEs, what is needed and what is the obstacles that hinder
its growth. University can get information about SMEs because there is a program
which must be followed by final semester students to make some researches.

Government can support university through fund for research and policies issued.

Government have to work together with financial institution to support SMEs
capital need.

Various financial institution programs can run well if there are policy support
and business certainty from the government.

Working with SMEs associations will make easier for governments to reach SMEs
broadly, learn what programs really needed and how they should be done. During
this time training often to be done to people who do not really need, but only to
those who close to a community leader, have free time and need pocket money.

SMEs association can facilitate cooperation with government, university and
financial institution. In his research Vega, 2012 said that employers’ associations
were said have a potential role in increasing the participation of SMEs in public
programs for innovation and knowledge-supported policies.

In cooperation with government that has funds to hold an industrial exhibition,
supporting company can represent SMEs to follow it, so that the new market
will open.

University plays an important role in innovation, knowledge and technology
development that can be used by business actors, to bridge SMEs limitations.
The role of universities for SMEs development is not only a form of university
dedication, as it will benefit the university itself.

SMEs become a field laboratory. Research institutions and universities can educate
skilled workers, and conduct research to generate new ideas and knowledge to
accelerate the achievement of SMEs development goals and targets.

Cooperation with financial institutions, can be done by providing financial
reporting training for SMEs, because financial report is needed by the bank
when SMEs apply for fund. This training provided can facilitate the bank when
it disburses credit. All this time credit disbursement is hampered because many
SMEs are not bankable.

The existence of SMEs association will facilitate the university when it will
perform data collection while doing research.

SME:s association can schedule training programs that need assistance from a
university member.

Collaboration with banks that are usually difficult to channel credit can be done,
since SMEs credit distribution as required by government should be done not
only based on turnover (which amounts are not well recorded), but mainly related
in the character of the borrower who has not been known. SMEs association
can provide referral.

contd. table 2

_ International Journal of Economic Research I



Ferey Herman and Hamfri Djajadikerta

Supporting Company — Government * Supporting company can supervise the channeling of funds from the government
and encourage SMEs participation in various industry fairs.

Supporting Company — * Supporting company which daily work together with SMEs entrepreneur surely
Financial Institution more familiar and can give referral to bank.
Supporting Company - SMEs * SMEs weaknesses in reading environmental changes and market desired can be

covered with involvement of Supporting company.

Supporting Company - Customer ~ * SMEs weakness in capturing consumer aspirations, can be overcome when
working with supporting company. With better managerial capabilities, supporting
companies have an ability to address the “deatness” of SMEs.

Customer- SMEs * Cooperation with customers can be done through the willingness to listen to
customer’s wishes and complaints and then make improvements approaching
what is expected because customers will buy goods/services if the value
proposition in accordance with the price or even better.

* Delivering messages from consumers to SMEs is beneficial to the fulfillment of
the consumet’s need in a better way.

VII. SUMMARY

As stated in previous research, SMEs play an important role in national economic development and social
environment in which it is located, but SMEs’ inherent limitations hinder its development. Triple helix
gives their views on how governments, universities and businesses can work together to perform value
creation. However, in practice this model is considered necessary expanded by involving other stakeholders
include: governments, universities, financial institutions, SMEs association, supporting company, customers
and SMEs themselves.

Cooperation should be developed in such a way, coordinated by supporting company, so it can provide
value not only for SMEs but also for all those involved in it.

This study conducted in one industry center and has not been applied. Therefore, further research is
needed to see if this synergistic partnership model can work and be applied in general.

BIBLIOGRAPHY

Adler, P. A., & Adler, P. (2009). Teknik-teknik observasi. In N. K. Denzin, & Y. S. Lincoln, Handbook of Qnalitative Research
(pp. 523-543). Yogyakarta: Pustaka Pelajar.

Afonso, O., & Monteiro, S. (2012). A Growth Model for the Quadruple Helix Innovation Theory. Journal of Business
Econonries and Management Vol 13, Iss 4,1-31.

Boyce, C., & Neale, P. (2000). Conducting in-depth interviews: A guide for designing and conducting in-depth interview for evaluation input.
Massachusetts: Pathfinder International.

Brilius, P. (2010). Economic crisis and SMEs sustainability policies: Application of emotional well-being function for
analysis. Journal of Advanced Research in Management, 18-29.

Carayannis, E. G., & Campbell, D. E. (2009). Knowledge Creation, Diffusion, and Use in InnovationNetworls and Knowledge Clusters.
A Comparative Systems Approach Across the United States, Enrope, and Asia. Connecticut: Praeger Publishers.

Caraynnis, E. G., & Campbell, D. F. (2010). Triple Helix, Quadruple Helix, and Quintuple Helix and How Do Knowledge,
Innovation and The Environment Relate to Each Other? A Proposed Framework for a Transdiciplinary Analysis of

Sustainable Development and Social Ecology. International Journal of Social Ecology and Sustainable Development 1(1),41-
09.

I International Journal of Economic Research m



Septuple Helix Partnership Model for Value Creation

Chittihaworn, C. (2011). Factors Affecting Business Success of SMEs in Thailand. Asian Social Science 170/ 7, No. 5, 180-190.

Colapinto, C., & Potlezza, C. (2012). Innovation in Creative Industries: from the Quadruple Helix Model to theSyastem
Theory. | Know! Econ Vol. 3,343-353.

Darwanto. (2013). Kreativitas, Peningkatan Daya Saing UMKM Berbasis Inovasi dan Kreativitas (Strategi Penguatan
Property Right terhadap Inovasi dan. Jurnal Bisnis dan Ekonomi (JBE), 142-149.

Etzkowitz, & Leydesdortf. (1995). The triple helix - University - Industry - Government Relations: A laboratory for
knowledge based economic development. EASST Review 10. 14 No. 1, 14-19.

Etzkowitz, H., & Mello, J. M. (1994). The Rise of Triple Helix Cluster: Innovation in Brazilian Economic and Social
Development. International of Technology and Management & Sustainable Development Vol. 2 Iss. 3,159-171.

Fotache, M., & Fotache, G. (2011). SMEs in th Current Economic Environment. Economy Transdisciplinarity Cognition 1o/
15, Iss 2,95-1006.

Hemert, P. v., Nijkamp, P, & Masurel, E. (2013). From Innovation to Commercialization through Networks and
Agglomerations: Analysis of Sources of Innovation, Innovation Capabilities and Performance of Dutch SMEs. The
Annals of Regional Science 10l 50 No. 2, 425-452.

Hong, Z., & Zhou, Y. (2013). Can Third Party’s Collateral Arrangements Tackle The Financing Problem of Small-Medium
Enterprises? China Finance Review International 10l. 3 Iss 4, 353-380.

Hong, Z., & Zhou, Y. H. (2013). Can third party’s collateral arrangements tackle the financing problem of small-medium
enterprises? China Finance Review International 170/, 3 Iss. 4, 353-380.

Khalifa, A. Z. (2004). Customer Value: A Review of recent literature and an integrative configuration. Management Decision
Vol 42 Iss 5, 645-666.

Lundberg, H. (2014). The Triple Helix in Practice: The Key Role of Boundary Spanners. European Journal of Innovation
Management Vol. 16 Iss 2,211-226.

Mensah, S., & Benedict, E. (2010). Entrepreneurship Training and Poverty Alleviation Empowering the Poor in the
Eastern Free State of South Africa. African Journal of Economic and Management Studies 1'ol. 1 No. 2, 138-163.

Mulyana, S. (2014, November 13). Peran Quadruple Helix dalam Meningkatkan Kapabilitas Inovasi dan Keunggulan
Bersaing (Studi pada Industri Kreatif Sektor Fashion). 3rd Economics & Business Research Festival, pp. 232 - 244.

Nakwa, K. (2012). Role of intermediaries in accelerating the transformation of inter-firm networks into Triple Helix
networks: A case study of SME-based industries in Thailand. Procedia - Social and Bebavioral Sciences 52, 52-61.

Portlezza, C. &. (2012). Innovation in Creative Industries: From the Quadruple Helix Model to the Systems Theory. Journal
of the Knowledge

Suliyanto, A. S. (2013). Potential and Problems of Small Medium Enterprise (SMEs) Coconut-Sugar: Case Study in
Banyumas Regency, Central Java, Indonesia. International Journal of Business and Management, 10/ 8, No. 3, 18-26.

Syukriah, A. (2013). Peningkatan Eksistensi UMKM Melalui Comparative Advantage Dalam Rangka Menghadapi MEA
2015 di Temanggung. Econonic Development Analysis Journal 1ol 2. Iss. 2.

Tambunan, T. (2007). Entrepreneurship Development: SMEs in Indonesia. Journal of Development Entrepreneurship 12, 1,
95-118.

Tedjasuksmana, B. (2014). Potret UMKM Indonesia Menghadapi Masyarakat Ekonomi Asean 2015. The 7th NCFB and
Doctoral Colloguinm 2014.

Theyel, N. (2013). Extending Open Innovation throughout the Value Chain by Small and Medium-sized Manufacturers.
International Small Business Jonrnal, 256-274.

Tripathi, S. N. (2012). Marketing of SME Product: A ‘Relationship’ Approach. Journal of Management, 41(2),76-1006.

Vega, A., & Brown, D. (2012). Open Innovation and SMEs Exploring Policy and the Scope for Improvements in University-
based Public Programmes through a Multidisciolinary Lens. Infernational Journal of Entreprenurial Behavior and Research,
Vol 18 Iss4,457-476.

_ International Journal of Economic Research I



Ferey Herman and Hamfri Djajadikerta

Vega, A., Brown, D., & Chiasson, M. (2012). Open Innovation and SMEs: Exploring policy and the scope for improvements
in university based public programmes through a multidisciplinary lens. International Journal of Entreoreneurial Behavior
& Research Vol. 18 Iss. 4, 457-476.

Yin, R. K. (2009). Case Study Reserach Design and Methods Fourth Edition. California: Sage.

Zubielqui, G. C. (2015). SMEs, Knowledge Transfer Between Actors in the Innovation System: A Study of Higher
Education Institutions (HEIS) and. Journal of Business and Industrial Marketing Vol. 30 Iss.3 /4, 436-458.

Zubielqui, G. C,, Jones, ]., Seet, P--S., & Lindsay, N. (2015). Knowledge transfer between actors in innovation system: A
study of higher education institution (HEIS) and SMEs. Jowrnal of Business and Industrial Marketing Vol. 30 Iss 3/4,
436-458.

I International Journal of Economic Research m





