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Abstract: The empowerment of small and medium economic enterprises will drive economic growth.
The purpose of this study is to analyze (1) how economic growth works as a determinant of in-
creasing the productivity of small and medium enterprises; (2) the influence of government policies,
business capital support, and the strengthening of human resource capacity on the development of
small and medium enterprises (SMEs); and (3) strategies to increase business productivity and the
sustainability of SMEs. We used a sequential explanatory design, which is a combination of quanti-
tative and qualitative research, and data were obtained through observation, in-depth interviews,
surveys, and documentation. The results of the study indicate that economic growth coupled with
technological innovation will boost the productivity of economic enterprises and increase people’s
welfare. Government policies, business capital support, and human resource capacity strengthening
simultaneously have a positive effect on the development of SMEs, with a determination coefficient
of 97.6%. Based on the results of this study, an economic growth strategy based on technological
innovation is recommended for government decision making as an effort to increase the productivity
of community economic enterprises in Makassar City, Indonesia.

Keywords: economic growth; business productivity; public welfare; economic business sustainability

1. Introduction

Development policies that are oriented towards regional economic growth supported
by the use of technology will accelerate and encourage increased productivity in economic
enterprises developed in the community. Community economic development through
entrepreneurship training has an impact on economic growth, and efforts to increase
community productivity will require technological innovation [1]. The dynamics of the
global economy have a significant impact on the economic structure of the region, including
the SMEs [2]. Political stability and security play an important role in economic growth.
This means that the components of political stability, socio-economic conditions, and
investment have a positive effect on the flow of capital and investment in a country,
including small and medium enterprise development [3]. Furthermore, industrialization
and modernization followed by conducive investment flows are determinants of regional
economic growth in Indonesia [4]. Thus, technological innovation followed by political
stability leading to industrialization and modernization will accelerate economic growth
and increase the productivity of community economic enterprises [5].
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Economic growth in several countries in Southeast Asia during the 2018-2019 period
grew by an average of 4.6%. The highest economic growth was experienced by Cambodia
and Vietnam, with respective values of 7.1% and 6.9% [6]. There are 63 million SMEs
developing in Indonesia, 62 million of which are categorized as medium enterprises and
750,000 of which are categorized as small businesses. Thus, SMEs have the potential to
boost national economic growth in Indonesia. Furthermore, if these business ventures are
developed and improved, the Indonesian economy will experience a growth rate of 5% [7].
This means that developing SMEs will contribute 60% of Indonesia’s total gross domestic
product (GDP). The existence of MSMEs in Indonesia is still faced with a very basic problem,
namely weak access to formal financial institutions, especially access to capital loans from
banks, which only reach 20% of the total loans disbursed. Thus, the characteristics of small
and medium business management are still not conducive to maximum benefits due to
various policy problems that still require complex procedures and requirements [8].

In the context of regional growth ata macro level, support for the existence of economic
enterprises, especially SMEs, needs to be oriented towards creating competitiveness and
business productivity that is competitive in global, national, and local markets. Thus, it
requires increased knowledge, good management, and a strengthening of human resource
competencies. That is, the key element of the sustainability of an economic enterprise is
the ability to read the strategic environment and be competitive [9,10]. Economists believe
that the achievement of high economic growth, which is most often measured in GDP
(Gross Domestic Product), not only reflects wealth, social welfare, and the ability to develop
entrepreneurship, but is also important for balancing economic, environmental, and social
development on an ongoing basis [11,12]. Furthermore, in the context of local and regional
development, relational assets are important in strengthening the capacity of business
institutions, network systems, and business cooperation as a single system [13,14].

The acceleration of the development of Makassar City towards industrialization and
city modernization is marked by an economic growth of 10.2%. Five strategic economic
sectors contributed positively to Makassar City’s Gross Regional Domestic Product in
2019: (1) wholesale trade, retail, and car and bicycle repair, with a contribution value of
20.46%; (2) construction services, with a contribution value of 18.22%; (3) the processing
industry, with a contribution value of 10.31%; (4) educational services, with a contribution
value of 8.77%; and (5) information and communication, with a contribution value of
9.08% [15]. These five sectors confirm that the macroeconomic growth of Makassar City
is relatively stable but has not been able to encourage an increase in SMEs in relation to
business innovation and sustainable employment absorption. This condition is influenced
by several factors, including (1) the weak process of developing SMEs, (2) the innovation
and utilization of technology that has not been optimized to support the development of
SMEs, (3) support for business capital and access to formal finance to support increased
production, a diversity of economic enterprises, and product marketing systems that are
not yet optimal and sustainable, and (4) government policy support that has not been
optimal for SMEs.

Research results that support this study include: (1) studies conducted by Munizu [16]
affirmed that hard and soft technology resources play an important role in encouraging the
increased productivity of economic enterprises in relation to organizational arrangements.
(2) Studies conducted by Smith [17] found that the technological innovation capability of an
economic enterprise is an integration of all existing resources in one company. (3) Studies
conducted by Hsien Wang et al. [18] found that the ability of technological innovation is
directly related to five indicators, namely, (i) the ability to read opportunities, (ii) innovation
in making decisions, (iii) ability in marketing, (iv) production capability, and (v) capital
capability. (4) Studies conducted by Xirogiannis et al. [19] found that the relationship
between human resource competence and the performance of SMEs was influenced by
human resource competency factors, namely, knowledge, skills, and the ability to improve
business performance. The results of these studies are at a meeting point in the sense that
SMEs will be productive when followed by the ability of human resources and technological
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support to encourage increased business performance. The continuation of the study is
more focused on increasing the productivity of SMEs, which is followed by the use of
technology, strengthening the capacity of the workforce, support for business capital and
support for market access from the government, which will encourage economic growth,
increase welfare, and reduce socio-economic disparities towards increasing the productivity
of small and medium businesses on an ongoing basis.

Furthermore, increasing the productivity of SMEs in Makassar City is very important
and strategic to support economic growth, absorption of labor, and increase community
welfare. The focus of this study is aimed at answering the following research questions:
(1) How does economic growth work as a determinant of increasing the productivity of
small and medium enterprises? (2) How do the influence of government policies, business
capital support, and human resource capacity affect the development of SMEs? (3) What is
the strategy for increasing business productivity and the sustainability of SMEs?

2. Conceptual Framework

The dynamic development of Makassar City illustrates that the macroeconomic
growth orientation has made a positive contribution to the Gross Regional Domestic
Product but has not been able to encourage the improvement of the micro economy and
the small business sector driven by SMEs. Gross Domestic Product (GDP) is a measure of
total production in relation to the monetary value of all goods and services produced in a
region for a given period of time [20]. This means that macroeconomic stability tends to be
stable if it is not faced with serious problems, such as disease outbreaks that disrupt the
social stability of the community, in relation to the decreasing purchasing power, as well as
the distribution patterns of the flow of goods and services. Thus, macroeconomic growth
tends to be stable if it is followed by enough public confidence in government policies. The
conceptualization of macroeconomic theory holds that sustainable development is an effort
to permanently maintain income, which results from a reduced capital stock [21,22]. This
means that capital flows are a key variable in supporting the sustainability of economic
growth both for the country and in the regional context [23,24].

In the context of regional development, the macroeconomic concept is basically ori-
ented towards efforts to promote fair and equitable economic growth through the use of
natural resources [25,26]. Development policies and financing are designed to address
income inequality and socio-economic inequality [27]. Thus, widening income inequal-
ity will have an impact on the economic order, political unrest, and social problems in
a country and region [28,29]. This means that inequality and socio-economic disparities
contribute to weak consumption levels, leading to an increase in the poverty rate. One of
the government’s efforts to overcome this problem is the development of SMEs through
a simplified licensing facility, in the hope that more economic enterprises will develop,
and which has the opportunity to legalize economic activities in the community [30,31].
Thus, an increase in the productivity of community economic enterprises in Makassar City
will be achieved if it is supported by government policies and an ease of licensing for the
community in relation to the development of SMEs.

One effort made by the Indonesian government to encourage increased economic
growth and the optimization of business ventures developed in the community has been to
simplify the licensing process through the use of online single submission (OS5). The use
of OSS is expected to encourage technological innovation efforts so that entrepreneurs can
survive, continue to produce, and drive the national economy. OS5 is a business licensing
system that is integrated electronically with all ministries and state agencies to all local
governments in Indonesia. Thus, the implementation of an OSS policy is an effort to
improve the national economy and the growth of the business world, especially SMEs,
which have been complaining about the length of time required, and the bureaucratic chain
that must be passed, to start a business. Technological innovation is important in supporting
economic activities in the community for increasing productivity and modern business
management [32,33]. The study’s conceptual framework is presented in Figure 1 below.
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Figure 1. The conceptual framework of economic growth, technological innovation, and community economic business

sustainability. Source: author’s elaboration.

2.1. Economic Business Productivity

The era of globalization with technological advances indeed entails a demand to sup-
port regional and national economic growth. In general, globalization is seen as a process
of global dependence driven by capital and investment towards market integration and
competition, which requires deregulation [34,35]. In this context, it can be understood that
the progress of development and economic growth of Makassar City cannot be separated
from the impact of globalization and technological advances, which play a strategic role in
supporting the performance of SMEs developed in the community. Five important and
strategic roles in the use of technology support the development of SMEs include the follow-
ing: (1) changing manual processes to automatic ones, reducing labor costs and operating
costs; (2) reducing the time needed to perform tasks; (3) increasing the speed of decision
making and increasing competitive economic business performance; (4) saving costs on
promotion and marketing; and (5) integrating the system from process to product market-
ing. Thus, the function and role of technology will accelerate the transformation of the
business world, including SMEs developed in the community. Thus, the use of technology
is a driver of business sustainability, digital transformation, and entrepreneurship [36].

2.2, Sustainability of SMEs

Technology has become important for business competition and has penetrated all
aspects of business life. This means that technology is a strategy in dealing with ongo-
ing developments in an era of globalization and digitalization. The impact of globaliza-
tion is characterized by the mobility of goods and services, capital flows, and the use of
technology [37]. Furthermore, in order to face the global market competition, business
enterprises that can master technology are needed. This means that the technological
components owned by a business must be continuously updated to compete in prod-
uct marketing and reach potential markets. Thus, product advantages, market potential,
the fulfillment of customer needs, human resource capacity, the mastery of technology;,
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and the utilization of resources are factors that affect the performance of economic enter-
prises [38]. This means that business competitiveness, business productivity, management,
raw materials, production costs, technology, leadership transtormation, trust and inno-
vative employee behavior systems contribute positively to the existence of companies
including SMEs [39,40]. The development of SMEs through technological innovation that
develops in the community in Makassar City is expected to expand market reach and
the process of accelerating structural transformation. This indicator is measured based
on changes in the economic structure of Makassar City and the resilience of the national
economy in Indonesia.

The issue of sustainability has triggered the birth of new ideas about the concept
of economic development in relation to environmental and social aspects. Sustainable
development has become a fundamental strategy for guiding social and economic transfor-
mation [41,42]. Furthermore, small and medium business governance in Makassar City is
faced with new challenges, namely, in terms of business sustainability. Business continuity
is related to three basic components, namely, profit, people, and the planet. This means that
it requires the use of environmentally friendly technology and the development of clean
products [43]. Furthermore, the strategy to increase profit, people and planet can be carried
out in a simple way, namely waste management with the Garbage Bank system, product
innovation from recycled materials, paperless online promotion, the use of environmentally
friendly product packaging, reducding the use of equipment that consumes relatively large
amounts of energy, and apportioning some business profits towards social responsibility.
The aim is to ensure the sustainability of SMEs and social cohesion in society.

3. Materials and Methods
3.1. Research Design

This research uses a sequential explanatory strategy approach, a strategy applied
by collecting and analyzing quantitative data first and qualitative data second. First, the
pre-field stage included (i) a description of the research design, (ii) a literature review,
(iii) a selection of research objects, (iv) a list of research instruments used, (e) a description
of the data collection design, (f) a description of the data analysis procedure design, and
(g) an explanation of data validity. Second, in the field stage, the researchers identified
SMEs that needed support with increasing business productivity, technological innovation,
coaching, business capital, product development, and business product marketing. The on-
tological assumption here is that the government will support increases in the productivity
of SME:s for the economic growth of Makassar City.

Third, upon entering the field, the researchers studied the situation and the conditions
of SMEs developed in the community in Makassar City. The aim was to improve the
relationship between the researchers and the subjects under study. Fourth, in the data
collection process, researchers (i) limited themselves to the scope of the study, (ii) recorded
data using field notes, (iii) collected data using a recording device, (iv) examined contradic-
tory situations, and (v) conducted field analysis. Thus, in this study, data analysis began
with field data collection, which was then grouped according to the focus and objectives
to be achieved. The grouped data was used for interpretation or verification using the
theoretical basis used in this study.

3.2. Study Area

This study was conducted in Makassar City through the identification of SMEs, which
are scattered in several sub-district locations. The selection of SMEs developing in Makassar
City was based on the following considerations: (1) Does the SME require an increase
in business productivity based on technological innovation? (2) Does the SME require
fostering and product development efforts to reach potential markets? (3) Does the SME
need business capital support to seize market opportunities and workforce absorption in
order to reduce the unemployment rate of the working age population?
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These indications were assessed based on the ability to survive and maintain economic
business stability. The number of SMEs in the developing city of Makassar was 2683 divided
into several categories, namely, (i) food and beverage businesses, (ii) handicraft businesses,
(iii) the creative economy, (iv) clothing, and (v) cafes and restaurants. Furthermore, the
sectors of economic activity and their contribution to the Gross Regional Domestic Product
of Makassar City for the period 2017-2019 are presented in Table 1 below.

Table 1. Gross Regional Domestic Product of Makassar City in 2017-2019.

Economic Contribution (Year)

Business Field

2017 2018 2019
Agriculture, Forestry, and Fisheries 793,150 808,428 854,968
Mining and Excavation 1242 1102 991
Processing lndustry 28,442 29360 32,666
Procurement of Electricity and Gas 43,855 50,468 54,824
Water Supply, Waste Management, Waste, and Recycling 284373 307,684 306,466
Construction 24591 28,760 32,513
Wholesale and Retail Trade, Car, and Motorcycle Repair 27,216 31,753 36,513
Transportation and Warehousing 3684 4151 4588
Provision of Accommodation, Food, and Drink 3224 3698 3980
Information and Communication 12,848 14,801 16,204
Financial Services and Insurance 8823 9706 10,375
Real Estate 5569 5957 6378
Company Services 1660 1897 2163
Government Administration 4683 5494 6090
Education Services 12,825 14,484 18,164
Health Services 3967 4483 5020
Other Services 3809 4470 5067
Total Gross Regional Domestic Product 143,148 160,207 178,430
Growth Rate (%) 11.58

Source: author's elaboration and BPS Makassar City [15].

Table 1 illustrates five business fields that have a dominant contribution value to the
economic growth of Makassar City: (1) wholesale trade, retail, and car and bicycle repair,
with an average growth of 5.56%; (2) the processing industry, with an average growth of
1.10%; (3) construction services, with an average growth of 5.65%; (4) information and
communication, with an average growth rate of 5.07%; and (5) financial and insurance
services, with an average growth of 3.34%. These five fields confirm that the economic
growth orientation of Makassar City still relies on trade, industry, construction services,
information and communication services, and financial and insurance services. Thus, the
economic growth of Makassar City has not been matched by its SMEs.

The potential for developing SMEs in Makassar City is dominant in centers of eco-
nomic activity in the city center and in transitional areas. Developing SMEs are spread
across several districts, among others: (1) Mariso Regency, with 517 business units;
(2) Mamajang District, with 81 units; (3) Tamalate District, with 157 units; (4) Makas-
sar Regency, with 149 units; (5) Ujung Pandang District, with 364 units; (6) Wajo District,
with 25 units; (7) Bontoala District, with 381 units; (8) Ujung Tanah District, with 8 units;
(9) Tallo Regency, with 82 units; (10) Panakukkang District, with 176 units; (11) Biringkanaya
Regency, with 63 units; (12) Tamalanrea District, with 25 units; (13) Rapoccini District,
with 408 units; (14) Manggala District, with 323 units; and (15) Sangkarrang Regency, with
5 units. The study locations are presented in Figure 2 below.
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Figure 2. Small and medium enterprises (SMEs) in Makassar City as study objects. Source: author’s elaboration and
development planning agency at sub-national level in Makassar City.

3.3. Data Collection

In this study, the data were obtained through field observations, surveys, in-depth
interviews, and documentation. The data sources in this study were divided into three
categories: (1) Data on economic growth and technological innovation are determinants
of the increasing productivity of community economic enterprises in Makassar City. The
data sources are economic potential, the basic economic sector, and technology utiliza-
tion obtained through observation and documentation. (2) Data on government policies,
business capital support, human resource capacity, and the development of SMEs were
obtained through observation, surveys, in-depth interviews, and documentation. (3) Data
on economic growth, technological innovation, business diversification, product marketing,
and business economic stability were obtained through observation, surveys, in-depth
interviews, and documentation. (4) Data on strategies for increasing business productivity
and the sustainability of economic enterprises, obtained through observation, surveys,
in-depth interviews, and documentation taking, into account the strengths, weaknesses,
opportunities, and threats of SME sustainability in Makassar City.

3.3.1. Observation

Observation was used to observe the characteristics and potential of SMEs, the busi-
ness cooperation that was built, the workforce used, and the efforts of SME to maintain
business stability. Furthermore, observation was also used to observe SME actors both
individually and in groups for some time without manipulating or controlling them, as well
as recording important findings to support the analysis process. The instruments used by
researchers in collecting through observation were, among others; field notes, periodicals,
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and checklists. The aim was to describe the circumstances, situations and events related to
the existence of SMEs in Makassar City.

In this study, two things were done by researchers in identifying the existence of
SMEs, namely: (a) capturing the social situation and context of SMEs entrepreneurs in
developing their business, and (b) identify SME activities for the purpose of comparing and
assessing the different characteristics of the economic enterprises being developed. That is,
researchers noted things that are factual which are considered to influence the existence
of SMEs. From this information and context, the researchers then described the events
observed in the field. Types of data tracked in the implementation of observations included
the type of SMEs business, government policy support for SMEs development, business
stability, economic relations, work systems, used business capital, number of workers,
human resource capacity, technology used, management of the business, customer service,
diversification of businesses, and efforts to access potential markets. The results of these
observations by the researcher were then used to interpret the events that occured. That is,
the researcher concluded events in the field using theoretical references, for the purpose of
building research hypotheses.

3.3.2. In-Deep Interview

The main subjects in in-depth interviews in this study were SMEs in Makassar City.
The in-depth interview functions used include: (1) a description that describes the situation
and condition of SMEs in running their business, and (2) identify potentials and problems
faced by SMEs actors. Thus, in-depth interviews were used to build understanding of the
limited social realities of the environment as it is. The in-depth interviews in this study
used instruments, namely a tape recorder and interview guides equipped with freelance
notes and a checklist. Furthermore, in-depth interviews were used to trace data, namely
the type of business developed, business stability, economic relations built, work systems,
business capital used, number of workers, human resource capacity, technology used,
business management, customer service, diversification efforts, and efforts made to access
potential markets.

The interview guide held by the researcher during the in-depth interview was only
used as a guide if the researcher asked a question that was further away from the substance
of the research. The interview took place in an atmosphere where the informant was still
carrying out his work. The information that researchers extracted and required deepening
in in-depth interviews included government support, venture capital support, and the
human resource capacity of SMEs. The results of the observation and in-depth interviews
were then used to build hypotheses. The hypothesis developed in this study is that there
is a relationship or correlation between government policy support, business capital,
and strengthening human resource capacity on the development of small and medium
enterprises (SMEs).

3.3.3. Questionnaire

The questionnaire in this study was used for two functions: (1) Description, which
describes the characteristics and potential of developing SMEs in Makassar City; and
(2) Measurement, which describes the relationship to the object under study. Furthermore,
the purpose of using the questionnaire was to provide an overview of the potential of
developing SMEs in Makassar City. The questions raised in tracing the data were respon-
dents” perceptions about government program support for SMEs development, SMEs
development needs, types of SMEs business, technology used, business diversification,
venture capital, SMEs product marketing, and SMEs business stability. The data was then
measured using a nominal scale and an interval scale.

Structured interviews using a questionnaire were carried out by asking questions to
predetermined respondents. The filling out of the questionnaire in this study was facilitated
by the enumerators who were previously selected. The enumerators were selected based
on the following considerations: (1) having the ability to collect data; and (2) understanding
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the conditions of SMEs business in the study area. Before carrying out their duties in the
field, the enumerators were given instructions and exercises in filling out the questionnaire
as well as techniques for conducting interviews with respondents. Furthermore, the ques-
tionnaire was distributed to 15 sub-districts in Makassar City that had SME businesses. The
reason the researchers determined the location was based on the development conditions
of SMEs, which required various efforts to encourage increased productivity of economic
enterprises. The criteria for the actors who filled out the questionnaire (respondents)
were (1) SMEs based on the type of business, (ii) the participants were already married,
and (iii) the economic enterprises were developed by SMEs that have been running for
five years.

3.3.4. Documentation

Documentation is secondary data, collected by researchers to complement and support
analysis. The data referred to include (1) Makassar City Figures in 2019, (2) Makassar City
Gross Regional Domestic Product in 2017, 2018, and 2019, and (3) the SME profile. All
information obtained by researchers from the results of previous studies and data obtained
in the form of documents is categorized as secondary data. That is, the data obtained
by researchers is not directly obtained from primary sources but from secondary sources.
Furthermore, documentation data was used during the research, including documents
on the number of SMEs obtained from the Makassar City Statistics Office, SMEs profiles
obtained from the Makassar City SMEs Cooperative and Empowerment Office, and other
documents related to the developing SMEs in Makassar City. All of these documents are
used to support data from observations, in-depth interviews, and survey results.

3.3.5. Research Instruments

The qualitative approach in this study is the research instrument itself, and the first
step taken was data validation. A qualitative approach involves that the researcher acting
as the main instrument to determine the focus of the research and select key informants
as data sources. The aim was to understand the situation and condition of the develop-
ing SMEs in Makassar City. Thus, the researchers collected data, assessed the quality of
the data, interpreted the data, and formulated conclusions [44,45]. The steps taken by
researchers to increase sensitivity are through interaction with environmental stimuli that
are considered significant and affect the existence of SMEs. This means that researchers
interpreted economic growth and technological innovation as a determinant of the increas-
ing productivity of community economic enterprises in Makassar City. Thus, researchers
adapted themselves to all aspects and conditions of SMEs for data collection purposes and
understood the economic business situation developed by the community in relation to
increased productivity and diversification of the undertaking. Researchers involved them-
selves in the interaction process for the purpose of understanding how sodiety responds to
economic growth, technological innovation, business diversification, product marketing,
and the stability of SMEs, referring to the theories used. Researchers then made conclusions
based on the collected data and obtained confirmations, amendments, and improvements,
and finally enhanced trust by responding to the efforts made by the community to increase
business productivity and seize market opportunities.

Furthermore, a questionnaire was used to measure technological innovation, business
diversification, product marketing, how to develop a business, and business stability,
related to educational background and human resource competence, type of business, ways
to reach potential markets, and the sustainability of SMEs. The indicators used to measure
business development are (i) the capital used, (ii) the production capacity generated, and
(iii) the amount of labor used. Human resource competence is measured using indicators,
namely (i) mastery of technology, (ii) ability to manage a business, (iii) skills and skills of
the workforce, and (iv) leadership. Product marketing is measured by indicators, namely
(i) product marketing scale, (ii) ability to access technology, (iii) use of social media, and
(iv) ability to build networks and cooperation between businesses. Business sustainability
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is measured by indicators, namely (i) ability to compete, (ii) ability to diversify business,
(iii) ability to maintain product stability, and (iv) competitiveness of marketed products.

3.3.6. Triangulation

Triangulation was carried out by combining observations, in-depth interviews, and
documentation used as data sources, and this was done to test the credibility of the
data and understand and interpret economic growth and technological innovation as
determinants of the increasing productivity of economic enterprises. The goal was to
obtain consistent, comprehensive, and definitive data. The survey data were categorized
as quantitative, while the data from in-depth interviews and observations was categorized
as qualitative. Thus, triangulation was carried out in three stages: (i) the extension of
observations, (ii) the confirmation of data sources, and (iii) the testing of the credibility of
the data. The quantitative data collected through surveys include information regarding
(i) economic growth, (ii) technological innovation, (iii) business diversification, (iv) product
marketing, and (v) economic business stability. Furthermore, qualitative data collected
through in-depth interviews include information regarding (a) how to develop a business,
(b) work mechanisms, (c) product marketing, (d) labor used, and (e) factors affecting
SMEs. Qualitative data collected through observations include information regarding
(a) the selection of business locations, (b) the raw materials used, (c) business existence
and business stability, (d) the built economic relations, (e) work systems, and (f) barriers to
marketing products.

3.3.7. Research Informants and Respondents

Informants in this study were used for qualitative data collection. The determination
of informants was done by snowballing, meaning that the researcher determined who
could be interviewed based on information provided by the local government related to
developing SMEs and was able to provide good information about the development of
SMEs in Makassar City. The selected informants consisted of several respondents who
had been previously interviewed. This determination was aimed at exploring some of the
questions that were answered in the questionnaire but required a more detailed explanation.
The informants referred to by the researcher are SMEs players who have succeeded in
developing their business. The informant is by the researcher as an actor in the phenomenon
being studied. The number of informants determined included 15 SME business actors, five
outside the respondent group and 10 respondents who had been interviewed previously.
The determination of the former group was chosen based on the classification of economic
businesses being developed. The latter group was chosen because (1) they had problems
in developing economic activities in terms of capital, labor, technology used, and product
marketing, (2) the economic relationship built by informants and consumers is still ongoing
in the form of symbiotic mutualism, in this case consumers are permanent and assist in
promoting SMEs business products, (3) they were able to provide information about the
type of business being developed, and (4) they were able to provide information on social
relations, product marketing, and business stability.

Quantitative data were collected from respondents or research samples. The sample
was determined using the stratified random sampling method. Sampling was performed
by dividing the population into strata, selecting a simple random sample from each stratum,
and combining them into a sample to estimate the population parameters. The stratified
random sampling method is a sample selection method whereby the population is divided
into homogeneous groups called strata, and samples are then taken randomly from each of
these strata [45]. This method is used when the research population is not homogeneous
or stratified proportionally, in the sense that developing SMEs are differentiated based
on business classifications, business categories, and generated profits. In this case, SMEs
were differentiated based on business capital, type of business, educational background,
and human resource competence. The results of filling out the questionnaire were then
analyzed using quantitative descriptive methods, multiple regression, path analysis, and
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percentage analysis based on frequency figures. Sampling refers to Cochran [46] with the
following formulation:

n = Z2aPQ/d? (1)

where n is the sample, Za is the standard deviation for 1.96 with a coeffident value of 95%,
P is the proportion of subjects, Qis 1, P = 0.5, and d is the degree of accuracy used, which is
0.15. The number of samples in this study was determined by as many as 350 respondents.

3.4. Data Analysis Method

Data analysis includes organizing, sorting, classifying, coding, and categorizing the
data that has been collected, including field notes, pictures, photos, and documents in the
form of reports. Organizing the data is done by contradicting the business situation of the
developing SMEs for the purpose of setting a theme according to the theory used. Further-
more, in-depth interviews were carried out with informants with the aim of comparing
respondents’ answers in order to obtain more detailed explanations from both respondents
and non-respondents who had been interviewed previously. The researchers asked the
informant to provide a detailed explanation regarding the type of business, the business
capital used, business stability, and the sustainability of economic business.

The quantitative approach is used to multiply information by developing several
questions previously collected and given alternative answers. The questions compiled
by the researchers in the questionnaire are based on the results of initial observations
made in the field. Data analysis was carried out in the field at the time of data collection,
separating information into categories, compiling information in a story, and presenting
writing qualitatively by describing the situation and conditions of developing SMEs and
the efforts made to increase business productivity. The questionnaire was used to analyze
the direct and indirect effects of economic growth, technological innovation, and business
diversification on product marketing and the stability of people’s economic enterprises.
Furthermore, emic and ethics data, which are the main data in this study, are used to
collect information from informants and respondents. Thus, data analysis in a qualitative
approach begins with data collection in the field, and the data are then grouped according
to the research objectives. The grouped data are used for the interpretation and verification
of the data based on the theory used as a reference. To interpret the data in question, the
characteristics of SMEs developed in the community are compared. The data are then
analyzed by displaying tables and their frequency in relation to technological innovations
developed to maintain the stability of the business being developed. Thus, the data analysis
in this study includes data reduction, data display, and conclusions.

Data reduction was carried out with the following considerations: (1) The data ob-
tained in the field are high in number and complex, so reduction was immediately carried
out by grouping similar data. (2) The main points, themes, and patterns were selected
and summarized to formulate conclusions. (3) The data that were reduced will provide
an overview of the conditions and situations of developing SMEs and make it easier for
researchers to collect further data related to the efforts made to increase business pro-
ductivity. (4) The data was then coded on certain aspects in order to make it easier for
researchers to describe the situation and conditions of SMEs according to the focus and
research objectives to be achieved. After the data were reduced, the nextstep was to display
the data: (1) Quantitative data were presented in tables and graphs to organize the data
and arrange them in a pattern in order to facilitate understanding, interpretation, and
analysis. (2) Qualitative data were presented in the form of brief descriptions, charts, and
relationships between categories in relation to the theory used as a reference according
to the focus and objectives to be achieved in this study. (3) The data were presented in
text and narrative form to facilitate understanding. (4) Data were displayed using letters
and numbers arranged sequentially so that the structure is easy to understand. Thus, this
research is first broad but later focused. Thus, the stages of data analysis were carried out
by combining qualitative and quantitative approaches, namely, domain analysis, taxonomy,
components, and cultural theme analysis.
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In order to answer research questions on how economic growth works as a determi-
nant of increasing the productivity of small and medium enterprises, we used the location
quotient analysis method and shift-share analysis. Location quotient (LQ) analysis was
used to determine the degree of specialization of economic sectors that take advantage of
the base sector or leading sector. Meanwhile, shift-share was used to determine (1) the shift
in the economic structure of Makassar City, influenced by the shift in the economy of
South Sulawesi Province, (2) proportional shift growth in the gross value added of a sector
compared to the total sectors in South Sulawesi Province, and (3) the differential shift or
competitive position that shows the difference in the economic growth of Makassar City.
The analytical formulations used are as follows:

LQ = S/Ni = §/N = Ni/N @
Ry = (Si/S) x 100%/(N;/N) x 100% 3)
Ry = (Si/N;) x 100%/(S/N) x 100% 4)
PEK = KPN + KPP + KPK (5)

where (1) 5; is the total production i in the sub-region, N; is the total production i in
all regions, S is the entire production in the region, and N is the entire production in
the entire region; (2) PEK is changes in city income, KPN is a component of provincial
growth, KPP is a component of proportional growth, and KPK is a component of city
competitiveness grow th. We used these equations to answer the research question “How
does economic growth work as a determinant of increasing the productivity of small
and medium enterprises?” Furthermore, quantitative analysis was used in this study to
determine the influence of X; (government support), X, (venture capital support), and X3
(human resource capacity) on the development of SMEs. The influences between variables
were tested using multiple linear regression method with the following formulations:

Y = a + biX; 4+ baXs + bsXs + ... bpX, (6)

where Y is the dependent variable, X (1,2, 3... ) is the independent variable, ais a constant
value, and b (1, 2, 3 ... ) is the regression coefficient value. The use of a constant value
is statistically carried out if the units of the variable X (independent) and Y (dependent)
have the same unit. The value of the constant value will then be ignored assuming that
changes in the Y (dependent) variable will be proportional to changes in the variable X
(independent). Furthermore, to determine the values of ‘a” and ‘b1, ‘b2’, and ‘bs’, a multiple
linear regression equation is used.

SY = an + b1SX; + baSXs + bsSX3 +...bnS, (7)
SX1Y = aSX; 4+ b15X1? + baSXiXa +...bnSXn (8)
SXoY = aSXs + baSX1Xa + baSXo1? +.. . bnSXn? 9)

To calculate the values of ‘a’, by, ‘b2’, and ‘bz’ the multiple linear regression equation
can be formulated, namely, nx — 1, where nx is the number of independent variables (X).
Furthermore, we answer the third research question, namely how to improve business
productivity and SMEs sustainability strategies, using a SWOT analysis. SWOT analysis
consists of strengths, weaknesses, opportunities, and threats. This analysis will logically
maximize strengths and opportunities, which are simultaneously used to minimize weak-
nesses and threats. The SWOT analysis matrix is presented in Table 2 below.
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SWOT analysis matrix.

Internal Factors

External Factors

Identification of Factor

Opportunity (O)

Threat (T)

Determine the opportunity factors

Determine the threat factors

Strength (S)

Strategy (SO)

Strategy (ST)

External Factors

Determine the strength factors

Determine the program that
emerges by matching strength (S)
with opportunity (O)

Determine the programs that
emerge by matching strength (5)
with threat (T)

Weakness (W)

Strategy (WO)

Strategy (WT)

Determine the emerging program

Determine the emerging program

Determine the factors of weakness

by matching weakness (W)
with opportunity (O)

by matching weakness (W)
with threats (T)

Source: Rangkuti [47].

Explanations related to SWOT analysis (see Table 2) used in this study include (1) the
interaction between strength factors and opportunity factors (5-O interactions), based on
the principle of “using strength to take advantage of opportunities”; (2) the interaction
between factors of strength with threat factors (5-T interactions), based on the principle
of “using force to avoid or overcome threats”; (3) the interaction between the factors
of weakness with opportunities (W—O interactions), based on the principle of “taking
advantage of opportunities” or “taking advantage of opportunities with weaknesses”;
(4) the interaction between the factors of weakness with threat factors (W-T interactions),
based on the principle of “minimizing weaknesses and avoiding threats”. The grouping of
strategic issues can be divided into four categories: (1) S-O interactions, commonly called
the “aggressive strategy”, which will generate strategic issues in the comparative advantage
group, which is the advantage of SMEs; (2) S-T interactions, commonly known as the
“action diversification strategy”, which will generate strategic issues in the mobilization
group, which are efforts to mobilize the power possessed; (3) W-O interactions, commonly
known as the “stabilization strategy or rationalization strategy”, which will produce two
possible options: doing something (investing) or doing nothing (divesting); and (4) W-T
interactions, commonly called “defensive or survival strategies”, which can control losses
or avoid possible destruction. The process of combining the qualitative and quantitative
research in this study is illustrated in Figure 3 below.

4. Results
4.1. Determinants of Economic Growth and Technological Innovation

The economic growth of Makassar City illustrates that the achievement of develop-
ment targets has not been able to boost the productivity of community economic enter-
prises in a sustainable manner. SMEs are crucial for local economic development, playing a
noteworthy role in job creation, poverty alleviation, and economic growth [48,49]. These
indicators are reviewed based on the following: (1) government regulations, policies, and
programs have not directly contributed to the empowerment of SMEs; (2) limited manage-
ment resources, technological innovation, institutions, and access to potential markets; and
(3) a legal and political framework is absent, which is an important basis for the empow-
erment of SMEs, especially the micro business sector. These three things prevent SMEs
from positively contributing to economic growth and to Makassar City’s Gross Regional
Domestic Product.

There are a high number of laborers without adequate employment opportunities
and thus there is increasing unemployment. Thus, it is likely that it will be difficult to
achieve long-term economic and social outcomes [50]. Thus, creativity and technological
innovation efforts are needed in the development of SMEs supported by government
policies. The Industrial Revolution and the global economy have advanced rapidly due
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to technology. Furthermore, technological advances have a positive effect on economic
growth, productivity, and opportunities for new business development towards modern
economic business activities [51,52]. This means that technological innovation will encour-
age increased productivity in SMEs. Economic activity sectors that are expected to absorb
productive labor in Makassar City are presented in Table 3 below.

Economic Growth and
SMEs Existence A
Qualitative Quantitative
Data A Data
Productivity of 5mall and Medium
" Enterprises <
Qualitative Approach | €— Research Data Collection »  Quantitative Approach

v I v
¥ v

Field Notes Economic grov\'th The influence of Survey
works as a government policies,
Participant Enumerator
determinant of business capital
Observation ) )
—>|  increasing the support, and € Questionnaire
. oductivity of tren i f
In-Depth Interview productvity o strengthening o Respondents
small and human resource
Documentation medium capacity on the Data Tabulation
enterprises development of small Observation
Research Hypothesis (SMEs) and medium 7'y
A enterprises (SMEs)
Y
Categorization JEE— Data Interpretaﬁon Quantitative descriptive and
Regression Analysis

|

Sustainability Strategy for Small and Medium
Enterprises in Makassar City

)

Figure 3. The process of combining qualitative and quantitative approaches. Source: author's elaboration.
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Table 3. The basic and non-basic economic sectors of Makassar City.
Location
Number Business Field Growth (%) Quotient (LQ) Information
Value
1 Agriculture, Forestry, and Fisheries 5.76 0.046 Non-Base
2 Mining and Excavation —10.08 0.000 Non-Base
3 Processing Industry 11.18 2.804 Base
4 Procurement of Electricity and Gas 8.63 0.656 Non-Base
5 Water Supply, Waste Management, and Waste and Recycling —0.40 2.924 Base
6 Construction 13.05 0.300 Non-Base
7 Wholesale and Retail Trade and Car and Motorcycle Repair 1499 2.712 Base
8 Transportation and Warehousing 10.55 1.364 Base
9 Provision of Accommodation, Food, and Drink 7.61 3.021 Base
10 Information and Communication 947 2.698 Base
11 Financial Services and Insurance 6.88 3.377 Base
12 Real Estate 7.08 2.088 Base
13 Company Services 14.04 5.554 Base
14 Government Administration 10.86 1.626 Base
15 Education Services 2541 3.694 Base
16 Health Services 11.98 2.831 Base
17 Other Services 13.36 4.063 Base
Source: analysis results.

Qur interpretations are as follows: (1) the economic base sector consists of 13 economic
business fields, and (2) the non-basic sector includes four economic business fields. These
results confirm that the economic growth of Makassar City can drive the economy and
contribute positively to increasing regional revenue, but it has not been integrated with
the SMEs developed in the community. Thus, an economic policy from the government is
needed through strategic programs that favor SMEs. With the globalization of the knowl-
edge economy, national economic growth depends ever more on the efficiency of inmovation
systems in stimulating the creation, dissemination, and use of knowledge. Technological
innovation is the main motivation in the evolutionary process of economic structures
towards economic development [53]. Furthermore, strategic efforts that can be made to
support the development of SMEs in Makassar City are as follows: (1) the empowerment
of economic enterprises; (2) business training and guidance towards the use of technology;
(3) financial management training and business capital support through formal financial
institutions; and (4) access to product marketing to reach potential markets. These will
require cooperation between the government, the private sector, and business actors. The
growth of the economic activity sector and its contribution to the Gross Regional Domestic
Product of Makassar City is presented in Table 4 below.

Table 4. The economic growth of Makassar City.
Economic Growth
Number Business Field Cumpnnerft of Campnnfmt of Campnner‘u of Change in
Economic Proportional Economic Income
Growth Growth Competitiveness
1 Agriculture, Forestry, and Fisheries 1,057,065.14 —924,868.15 (116,439.18) 144,713.07
2 Mining and Excavation 2535.45 —2437.21 (1335.13) (489.89)
3 Processing Industry 37,082,199.82 —33,649,482.60 (4,268,916.21) 6,097,189.86
4 Procurement of Electricity and Gas 51,791.24 —43,041.99 7426.57 17,949.59
5 Water Supply, Waste Management, 401,717.48 —348,324.39 (40,639.64) 55,452.16
and Waste and Recycling
6 Construction 31,192,545.21 196,836,957.61 225,597,340.43 9,175,035.17
7 Wholesale and Retail Trade and Car - 53 31 497 g —25,985,279.96 5,768,581.09 10,844,389.58
and Motorcycle Repair
8 Transportation and Warehousing 4. 776,005.49 —3,911,636.66 239,383.12 1,152,235.06
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Table 4. Cont.

Economic Growth

Number Business Field Component of Component of Component of .
. . . Change in
Economic Proportional Economic Income
Growth Growth Competitiveness
9 Provision of Accommodation, Food, 55 5 59 —3,269,843.19 428,927.40 1,027,590.73
and Drink
10 Information and Communication 16,152,629 .86 —12,721,275.80 208046711 465974042
11 Financial Services and Insurance 10,880,166.30 —9,30,085.98 476,713.53 2,875,300.57
12 Real Estate 787448985 —7,068,948.51 (1,111,907.63) 1,012,762.68
13 Company Services 2,165,789.77 —1,775,437.19 121,757.94 537,327.08
14 Government Administration 6,731,082.21 —6,079,316.11 (585,154.99) 1,267,812.03
15 Education Services 16,637,165.49 —13,639,381.72 844,884.66 4.038,030.98
16 Health Services 492497478 —4,054,936.77 428,832.14 1,391,448.53
17 Other Services 4,764,170.18 —3,683,495.79 786,903.66 1,479,045.95

Source: analysis results.

Our interpretations are as follows: (1) the dominant components of Makassar City’s
economic growth are the wholesale and retail trade sector and the car and bicycle re-
pair sector; (2) the dominant proportional growth component is in the construction sec-
tor; (3) the dominant component of economic competitiveness is in the construction sec-
tor; (4) changes in the income of Makassar City are predominantly influenced by the
trade, construction, processing industry, information and communication, and education
services sectors.

Furthermore, increasing the economic productivity of SMEs will require an adaptation
in the use of technology. Business strategy and organizational behavior require dynamic
adaptation and flexibility in responding to a changing business environment [54,55]. Field
facts that are found show that there are significant differences in various types of busi-
nesses that develop in communities that take advantage of technological innovations. This
condition is marked by a shift in normative space and the rationalization of actions in
developing economic business activities. The development of small business activities has
a tendency, to shift, while medium enterprises have a tendency to be balanced. These two
types of SMEs are then followed by the rationalization of actions. A comparison of the
process of shifting normative space and the process of rationalizing actions in relation to
the adaptation to technology utilization is described in Table 5 below.

Table 5. A comparison of the processes of business adaptation, shifting normative spaces, and rationalizing actions.

Comparison of the Shift

The Process of Adapting to in Normative Space
Number Description Economic Enterprises and the Process of

Rationalizing Actions
Small Medium Small Medium

1 Investment and technology development Low Upper Low Upper

2 Shifting of normative space Moderate Upper Moderate Upper

3 The process of rationalizing actions Moderate Upper Moderate Upper
4 Efforts to increase production Low Moderate Low Moderate
5 Human resource capacity and competence Low Moderate Low Moderate

3] Business diversification Low Upper Low Upper
7 Ability to reach potential market Low Moderate Low Moderate

Source: primary data and analysis results.

Table 5 provides an overview of the differences in the adaptive capacity and techno-
logical innovation of SMEs. Interpretations can be made regarding this process. First, the
economic growth of Makassar City has an impact on business transformation, investment
development, technological innovation, and the management of SMEs. Medium-sized
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economic enterprises are categorized as upper. This process is closely related to the support
of investment, technology, modern business management, and cooperation in investment
within the framework of controlling production factors based on economic motivation
and business opportunities. In small businesses that are informal, the development of
investment, technology, and business management is categorized as low. This condition is
influenced by the ability of the business to access sources of business capital. Likewise, the
investment network is also very limited, and the ability to master technology is still rela-
tively simple. The economic business pattern that has been developed tends to be simple
and aimed only at meeting subsistence needs and is more independent in nature. At the
micro, small, and medium enterprise level, the transition process has a direct relationship
with employment status, wages, job security, job and career mobility, participation, and
satisfaction with job outcomes [56-59].

Second, the shift in normative space also shows differences in relation to the proce-
dures for production and the business being developed. The shift in normative space in
medium-sized economic enterprises is categorized as upper. This condition occurs as a
result of the production procedures and work systems that are carried out contractually and
collectively based on an individual’s ability to reach a position. This means that position
and status are largely determined by the adaptive capacity of the individual in the medium
economic enterprise work system. Furthermore, in small economic enterprises, the shift in
normative space is categorized as moderate. This condition occurs due to the influence of
values and traditions that are still quite strong, so that the principles of togetherness and
kinship are used as the basis for developing economic business. Thus, the development of
a developed economic enterprise does not directly affect how production is carried out,
nor does the position and status of the business tend to be constant. Even though there has
been a polarization in the economy, its effect is not significant. Social polarization occurs
when income inequality between groups occurs in an economic enterprise [60,61].

Third, the adaptation process in relation to the economic growth of Makassar City
is followed by the rationalization of actions by SMEs. In small economic enterprises, the
rationalization of the actions shown is categorized as moderate. This condition occurs
due to the influence of business capital and limited human resources. This means that
economic efforts are developed more for prosperity and motivation. Furthermore, different
conditions are shown in medium-sized economic enterprises, in the sense that medium-
sized economic enterprises developed in the community are perfectly structured. Complex
adaptive systems consist of a multitude of agents from whose individual adaptation efforts
the adaptive behavior of the system as a whole emerges. At the level of the individual
agent and the level of the system as a whole survival depends on proper adaptation to
the environment [62,63].

Fourth, the economic growth of Makassar City is related to efforts to increase produc-
tion by SMEs. In small economic enterprises, the effort to increase production is relatively
stagnant in the low category, while in medium economy businesses there is a tendency to
follow market demand in the medium category. This means that business differentiation
developed in the community is closely related to the ability of capital and efforts to build
product marketing networks.

Fifth, the economic growth of Makassar City in relation to human resource capacity is
closely related to the type of business being developed. Small economic enterprises tend to
use family and relatives with inadequate educational backgrounds as workers. Meanwhile,
medium-sized economic enterprises tend to utilize workers who have sufficient expertise
and skills. This difference illustrates that capital capacity, business management systems,
and business classifications play an important role in the use of human resources as labor
in SMEs. The innovation strategy is more focused on developing business management to
support increased productivity and product marketing [64]. Furthermore, innovation is the
willingness to go beyond the current best conditions and pursue new opportunities, such
as introducing new ideas from established practices and trying to do more than existing
businesses, with new product designs being innovations for each business unit [65,66].
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Thus, capital capacity, business management systems, business classifications, and human
resources play an important role in business development and increasing productivity
towards sustainable product marketing.

Sixth, the economic growth of Makassar City in relation to business diversification
shows differentiation based on the category of community economic business types. In
small economic enterprises, business diversification is in a stagnant condition and has not
changed fundamentally. Meanwhile, medium-sized economic enterprises have a tendency
to follow consumer demand and developing situations. They tend to build innovations
based on the demands of consumer needs.

Seventh, the economic growth of Makassar City in relation to SMEs has limitations in
responding to and reaching potential markets. In small businesses, a business is closely
related to the ability to ensure consumer satisfaction with their products. The technology
used is relatively simple, and the market potential is limited. Meanwhile, medium-sized
enterprises have the ability to build networks in the product marketing system and use
modern technology. Thus, the differentiation of SMEs is strongly influenced by an ability to
build product marketing networks and by a mastery of technology. The actual conditions
for the accumulation of capital are quite different from those prevailing for individual
capital and simple reproduction [67]. The creative industry is now a topic of great publicity,
not only because the industry is developing in many countries because of the industry’s
peculiarities that are no longer based on economic issues (low prices), but also because
shifts to the creative aspect and product differentiation strategies (vertical and horizontal)
affect the operational performance of the SME industry significantly and negatively [68-70].

4.2, Government Policies in the SME Sector

The economic structure of Makassar City is predicted to enter the recovery phase,
meaning that recovery efforts will begin to move, in relation to the development of SMEs.
Economic improvement is focused on five strategic sectors: tourism, micro and SMEs,
labor, investment, and fisheries. The Makassar City Government also needs to resolve
seven sub-sector problems related to the pandemic: (i) accommaodation, (ii) food businesses,
(iii) transportation, (iv) warehousing, (v) the processing industry, (vi) construction, and
(vii) financial services. The assumption is that if the five sectors are able to grow posi-
tively it will boost the economic growth of Makassar City. Furthermore, two things can
be developed to encourage the improvement of people’s welfare: (1) human resources
with high competence and (2) science and technology in line with needs. This means
that human resource competence is a combination of several variables: skills, personal
attributes, knowledge level, and work behavior. Problem solving competence is one of
the main competencies that the community must equip during the era of the Fourth In-
dustrial Revolution and is focused on the skills of workers needed in the context of the
workplace community [71].

The formulation of development policies towards economic growth will require
(1) managerial competence, which is related to (i) the ability to manage the workforce,
(ii) the ability to build networks for problem solving, and (iii) powerful leaders with
the ability to build communication, as well as (2) technical competence, the functional
capacity for ajob. The development of human resources based on the mastery of technology
is directed at the development of material values, but more towards the fundamentals,
namely, cultural development. This means that a mastery of science and technology will be
successful if it is deeply rooted in the culture of a society. Thus, several actions are required:
(a) building cooperation and being responsive to change, (b) being rational and objective,
and (c) appreciating, motivating, and building a creative and innovative atmosphere. These
are prerequisites for the development of high-quality and competent human resources.
Further, if a company fails to properly manage and nurture employees, they may leave
the company, which may have significant implications in highly sensitive areas, such as
business strategy, goal achievement, company culture, and employee morale [72].
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The development of SMEs based on technological innovation in Makassar City re-
quires efforts to rearrange policies, including: (1) licensing and progressive manufacturing
patterns that are oriented towards the introduction and mastery of superior product-
based technology; (2) building technological models, mastering more advanced production
techniques, and continuing a pattern of integrating technological components into new
products; (3) designing new, superior products after technology integration, by building
products independently; (4) determining the market, in the sense that the government pro-
vides incentives and investment for the marketing of products developed in the community,
especially in SMEs. In addition, entrepreneurs are advised to form an innovation-oriented
strategy to advance cultural heritage innovation, and to strengthen the accumulation of in-
novative resources and capabilities [73]. The functional coordination of market orientation,
business culture, and the sharing economy with consumer orientation has a significant ef-
fect on product innovation, but the effect of competitive orientation on product innovation
is not significant [74]. Respondents’ perceptions of various programs implemented by the
government to support the development of SMEs are shown in Figure 4 below.
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Figure 4. Respondents’ perceptions of the role and support of government policies in the development of SMEs. Source:

primary data.

Figure 4 shows the response of SMEs to government policies in business development.
The interpretations are as follows: (1) Government policy support in terms of business
capital support is 38.57%. (2) Government policy support in relation to the assistance and
empowerment process for SME is 34.29%. (3) Government policy support in relation to
the creation of new entrepreneurs is 10.00%. (4) Government policy support in relation
to SME product marketing is 17.14%. The results of the field confirmation show that the
government policies related to MSME development that have been implemented have
not produced optimal results. Some of the factors that influence this condition are as
follows: (1) weak coordination between agencies in managing SMEs; (2) inadequate sup-
port for human resource capacity and insufficient professionalism in managing economic
enterprises; (3) a sub-optimal ability to organize SMEs; and (4) an ineffective fostering of
SMEs in relation to the various programs implemented by the government. This means
that the implementation of government policies has not been effective in encouraging the
development of SMEs in Makassar City. Thus, the role of government is very important
to integrate strategic programs towards increasing the productivity of SMEs. The mix of
policy options will depend on a number of factors including societal attitudes towards
entrepreneurship, the structure of the workforce, the size and role of government, the
prevalence of existing levels of entrepreneurial activity, and the conditions of SMEs [75].
The responses of SMEs to the performance of programs implemented by the government
are presented in Figure 5 below.
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Figure 5. Respondents’ perceptions of the performance of government programs in SMEs. Source: primary data.

Interpretations that can be proposed regarding the performance of government pro-
grams (Figure 5) related to the development of SMEs in Makassar City are as follows:
(1) 49.42% stated that the economic empowerment of SMEs was not yet optimal; (2) 46.57%
stated that the implementation of the SME development program was not yet effective;
(3) 48.57% stated that it was still difficult to access information related to business opportu-
nities; and (4) 55.43% stated that the training programs implemented by the government
were not effective in supporting the development of SMEs. Thus, the performance of the
implementation of government programs to encourage the development of SMEs has not
been optimal in supporting increased productivity in community economic enterprises.
This means that the role of SMEs has not played an important role in supporting the
economic growth of Makassar City. This means that the existence of SMEs has not been
well organized, including the coaching process, which has not been carried out optimally.
Unlike large corporations, SMEs have a superior flexibility to technical shifts, a higher
promotion of income distribution, and better adaptability to fluctuations in the market
and new customer requirements, while their organizational structure allows for quicker
decision making [76]. The types of economic development and empowerment expected by
SMEs are presented in Figure 6 below.
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Figure 6. SMEs economic development and empowerment efforts. Source: primary data.
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Interviews related to economic development and empowerment (Figure 6) with SME
entrepreneurs in Makassar City showed the following: (1) 45.14% stated that SMEs were
oriented towards fostering business management; (2) 35.71% preferred business capital
support for the development of SMEs; (3) 36.58% prioritized strengthening the capacity
of human resources for the development of SMEs; (4) 42.86% chose business product
improvement training; and (5) 39.71% chose financial management to support the in-
creased productivity of SMEs. Therefore, SMEs in Makassar City need stimulant support
and conformity with government policies. This means that the existence of SMEs will
require coaching support related to business resilience, business competitiveness, market-
ing strategies, and mastery of technology in the era of globalization [77]. The influence of
government policies, business capital support, and strengthening human resource capacity
on the development of SMEs is presented in Table 6 below.

Table 6. A summary of the test results for the significance of the regression equation coefficient.

Correlated Variables Coefficient Error  t-Count t-Table Information
Value
Government policy for SME development (rx;y) 0.192 0.069 2.873 1.92 Significant
Business capital support for SME development (rxay) 0.137 0.052 2.853 1.92 Significant
Strengthening human resources for the development of SMEs (rxay) 0.405 0.096 4182 1.92 Significant
R R? db1 db2 F-count F-table
0.988 0.976 3 [ 54,813 476

Interpretations of these results are as follows: (i) government policy has a positive
effect on the development of SMEs, with a value of 19.2%; (ii) support for business capital
has a positive effect on the development of SMEs, with a value of 13.7%; (iii) human resource
capacity strengthening has a positive effect on the development of SMEs, with a value
of 40.5%; (iv) strengthening government policies, business capital support, and human
resource capacity simultaneously has a positive effect on the development of SMEs, with a
determination coefficient of 97.6% on SME development. Thus, SMEs will develop rapidly if
supported by government policies, access to business capital, and human resource capacity
strengthening. Thus, it is imperative for companies to demonstrate proactive behavior
and to intensify their actions to support the achievement of a “sustainable future” [78].
Furthermore, organizations face various challenges and opportunities. However, today’s
business environment is changing at a faster pace than before, and organizations must
constantly adapt to new conditions [79].

4.3. Existence of SMEs

The existence and improvement of the productivity of SMEs in Makassar City requires
efforts to develop and protect their business environment. Basically, SMEs interact directly
with the community, especially the middle to lower economy. Three factors cause SMEs
to survive in a situation of economic uncertainty, among others: (1) community needs, in
the sense that the dominant small businesses developing in Makassar City are needed by
the community; (2) a cheaper selling price of products, in the sense that the sale of goods
marketed is affordable by the public; (3) the absence of a direct relation to the stock index
and dollar exchange rate. SMEs do not own shares, and the economic transactions that are
built up do not involve dollars. This means that, even if the rupiah weakens and the stock
index decreases, SMEs remain stable and run normally. Thus, SMEs integrate social and
environmental goals into a business model, incorporate accountability mechanisms, and
leverage and pool the resources needed to be economically competitive [80]. Furthermore,
in order to support the sustainability of SMEs, it is very important to consider several
principles, namely economic prosperity, community welfare, and environmental promotion
in the developed business products [81].
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Field findings show that the role of SMEs in Makassar City has not been able to in-
crease business productivity and increase community welfare. Four factors have a positive
effect on the productivity development of SMEs: (i) technology innovation, (ii) business di-
versification, (iii) product marketing, and (iv) business stability. The survey results on these
four parameters in relation to the SMEs in Makassar City are presented in Figure 7 below.
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Figure 7. Examples of SMEs: (A) technological innovation, (B) business diversification, (C) product marketing, and
(D) business stability. Source: primary data.
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Figure 7A shows the differences in the technological mastery of SMEs. Three types of
businesses can develop technological innovation: (i) cafe and restaurant business by 20%,
(ii) the creative economy by 18.6%, and (iii) printing businesses by 16.6%. These results
illustrate that technological innovation in SMEs in Makassar is still relatively low. The
informants illustrate that a weak mastery of technology in SMEs is influenced by several
factors, including (1) limited capabilities and expertise, (2) high operational costs, and
(3) unsupportive market guarantees for developing technology-based businesses. Thus,
the relatively low mastery of technology in SMEs is positively associated with business
innovation and sustainable product development. Due to resource constraints and fierce
competition, it is relatively difficult for small firms to achieve product innovation and gain
sustainable development independently [582].

Figure 7B shows the differences in the diversification of SMEs in Makassar City. Three
categories of effort increase business productivity: (i) business expansion, with a value of
27.14%, (ii) product diversity, with a value of 24.29%, and (iii) the development of business
segmentation, with a value of 22.86%. These results confirm that SMEs in Makassar City
can develop business diversification and new business patterns in a sustainable manner.
Thus, SMEs should start adopting more sustainable behaviors and a long-term vision to
design environmentally and organizationally sustainable processes [83].

Figure 7C shows product marketing efforts undertaken by SMEs. Three interpretations
can be put forward: (i) the selling price of a product needs to compete with similar
products by 24.29%, (ii) selling a product must be according to consumer needs by 20%,
and (iii) service must be given to consumers by 17.14%. These results confirm that SMEs
can market their products, even in limited quantities, and only need to meet local needs.
Accordingly, SMEs need to adopt survival strategies and strategic methods to confront
various global challenges [84].

Figure 7D shows the stability of SMEs developing in Makassar City. Three interpreta-
tions that can be proposed: (i) stability can be maintained based on an ability to manage a
business, with a value of 20.57%, (ii) 23.43% is determined by sales proceeds and the ability
to generate profits or sales balances, and (iii) 16.57% is determined by an SME's ability to
maintain market and consumer confidence. These results confirm that SMEs can maintain
economic stability and the economic businesses that are developed. In most countries,
SMEs play a key role in promoting sustainable economic growth and job creation [85].

4.4. Strategy for Increasing Business Productivity and Product Marketing

The development of SMEs in Makassar City tends to increase from time to time,
but the use of technology has not been optimal for increasing business productivity and
achieving optimal labor absorption. The productivity of SMEs is directly related to several
factors, including (1) selection of the right location, which depends on the business being
developed; (2) the use of social media, which is a strategic choice in terms of product
marketing; (3) business innovation, so as to compete with other SMEs; and (4) financial
planning, with a good administration system. Mistakes in financial management will have
an impact on losses. Another advantage of having well-organized financial records and
reports is that they can be used as supporting documents in applying for business loans.
Thus, government policy support and intervention are needed for the development of
SMESs, as this can help SMEs in mastering technology, improving product quality, business
management, and human resource capacity strengthening [86]. Strategies for increasing
the productivity and marketing of SMEs are presented in Table 7 below.
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Table 7. Strategies to increase the productivity and product marketing of SMEs.

Strength Weakness
s  Speed to innovate and develo s . .
peed Lo vate cvelop e  Limited business capital
economic enterprises o .
e  Limited production and
e  Have a stable and stable market .
3 product marketing
and consumers -
. Lo e  Limited human resources
Internal e The price of product marketing is - I .
. e Business management is still traditional
External affordable by the community . L -
o Lo e  Business competitiveness is still low
e Ability to survive in . :
o e Access to potential markets is
economic situations ) Yis
- . still limited
e Ability to create jobs - .
AT . . e  Productivity and business
e Flexibility in doing business ) P . -
. diversification are still low and limited
e Low operating costs
Opportunity Strategies (SO) Strategies (WO)
¢ Optimizing and increasing production
capacity through business capital
e  Optimizing the use of funds based on support from the government and
product innovation and formal financial institutions
¢  Financial support from the technology utilization e Use of local raw materials to support
government and formal e  Effectiveness of the use of raw business productivity and
financial institutions materials to meet market and business production
e  Utilization of potential consumet needs e Strengthening the capacity of human
raw materials e Increased productivity and resources and the use of information
e  Ease of access to information technology-based product marketing sources in a sustainable manner
¢ Technological innovation e Product marketing using ¢ Information technology-based
¢ Online-based online media business management
product marketing e  Strengthening business management e Increased competence of human
e Support for strengthening and product stability resources to support
business management e Develop new innovations and product competitiveness
e  Human resource training develop human resource capacity s Strengthening business management
e  Strengthening the capacity of human and potential market access
resources and mastery of technology e Diversification of business and
strengthening of
workforce competencies
Threats Strategies (WO) Strategies (WT)
e  Product development and innovation
¢  Competitiveness in the global followed by increased product e Increase in production capacity based
market is still low competitiveness in the global market on modern business management
e  Production capacity is e Increasein production capacity based e  Build business cooperation based on
still limited on strengthening human strengthening institutional capacity
e The scale of product resource capacity ¢ Optimizing the use of human resources
marketing is still limited e  Expansion of the market area through based on a mastery of technology
e  Promotion of business technological innovation and the use e Excellent product design to reach
products is still limited of social media domestic and global markets
e  Production knowledge and e  Strengthening human resource skills e  Business diversification and
technology are still low and expertise through mastery of development of production capacity to
e Product models and technology reach potential markets ina
packaging are still limited . Product innovation, business sustainable manner.
e The use of online media for expansion, and absorption of e Increased business competitiveness

product marketing is
still limited

skilled labor
e  Development of potential market
based on the use of technology

based on product excellence and
online-based product marketing




. Open Innow. Technol. Mark. Complex. 2021, 7,20 25 of 37

5. Discussion
5.1. Solutions for Increasing Productivity and Marketing of SME Products

The development of SMEs in the context of Makassar City will require government
support and cooperation with various parties in various aspects to encourage increased
productivity and product marketing. Several things that are needed related to efforts to
maintain the stability and existence of SMEs, among others: (1) strengthening production
capacity by subsidizing production tools and machines; (2) supporting business capital in
the form of low interest rates and competitive tax rates, enabling SMEs to remain stable in
production; (3) increasing the quality of production through tiered training efforts to im-
prove quality in terms of product design and product forms according to business quality
standards; (4) strengthening the capacity of human resources through training in terms
of product management and product packaging by utilizing environmentally friendly
technology; (5) production business management training to improve product competitive-
ness; (6) business feasibility training to obtain stimulant assistance from banks or formal
financial institutions; (7) financial management support with a modern financial admin-
istration system; and (8) the protection and expansion of marketing networks through
a startup-based business cooperation pattern based on the demands of consumers and
potential markets. These eight processes will drive economic business growth and increase
regional competitiveness through superior products that are strategic and of high economic
value. Thus, business management will be strategic within the framework of independently
developing SMEs towards business and implementing a sustainable business productivity
strategy based on product excellence and competitiveness [87]. In the era of economic
globalization, SMEs are recognized as an engine of sustainable economic development [85].

The field facts found show that limited mastery of technology, business capital, and
market access have a positive contribution to the low competitiveness of SMEs and their
contribution to the economic growth of Makassar City is not optimal. Thus, increasing
the productivity and competitiveness of small and medium enterprises requires support
for strengthening the capacity of human resources, utilizing technology and innovation
through sustainable business diversification [89]. Field findings show that four factors
cause the competitiveness of small and medium enterprises in Makassar City to be sub-
optimal in their business development, including: (i) limited business capital, (i) low
competency of the workforce, (iii) poor business management, and (iv) limited mastery of
technology. Thus, small and medium enterprises will develop well if they have the ability
to access potential markets through government policy support followed by innovation
and business management development [90,91]. Field facts found indicate that efforts to
diversify business are not optimal and the products produced are still limited, causing
small and medium enterprises in Makassar City has not undergone significant changes.
This means that these small and medium enterprises are still faced with challenges, namely
limited access to capital, the availability of raw materials, the technology used, limited
human resources, and the role of government that is not yet optimal [92]. Furthermore, in
order to increase the productivity of these small and medium enterprises, it is necessary to
provide guidance, business training, access to capital, and support for strategic programs
from the government.

Furthermore, the efforts that need to be made to support and encourage increased
productivity of small and medium enterprises in Makassar City include: (1) increasing the
capacity and competence of the workforce; (2) adequate equipment support; (3) product
innovation; (4) business management; (5) mastery of technology; (6) business diversifica-
tion; and (7) expanding the market network. These seven things are very important to be
applied towards increasing the productivity of economic enterprises and the stability of
small and medium enterprises (SMEs). Thus, small and medium enterprises will make a
positive contribution to economic growth and job creation [93].

In the context of product marketing, SMEs need to be supported. (1) Marketing prod-
ucts through the internet and social media helps SMEs to exhibit merchandise. (2) Building
communication with various parties can help SMEs to determine market potential. This
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means that SMEs will be able to understand and identify the right market for the prod-
ucts they produce. (3) Selection of the right business location is important. The location
of stalls that have business magnets that are easily accessible to potential buyers can be
considered. (4) Product marketing can be achieved through influencers. Using familiar
public figures can be used to introduce a trademark and to increase sales. (5) Product
marketing can be achieved through affiliate marketing. Promotional efforts are carried
out by building business cooperation by utilizing information technology based on online
product marketing to increase the number of consumers. (6) Discount promotions can
be implemented to entice users to re-order. (7) Marketing using social media can expand
market networks. The seven efforts related to SME optimization will require improving
product quality, human resources, digital technology-based business management, and the
ability to build partnerships through startup businesses. Technological innovation is the
driving force behind the industrial and business economy [94].

5.2. Sustainability and Stability of SMEs

Increasing the productivity of SMEs in Makassar City will require policy support
from the government and is expected to reduce the unemployment rate of the working age
population and play a role in economic growth. The role of SMEs is also expected to absorb
labor and open up profitable business opportunities. SME sustainability is oriented towards
business governance, capital support, increasing human resource capacity, and increasing
competitiveness and the marketing of business products in a sustainable manner. This
means that the role of SMEs will be a driving force for economic growth, an agent of change,
and a pioneer in saving the environment. Thus, the role of SMEs has strategic value in
encouraging regional economic growth and improving the welfare of society in general [95].

SMEs have a certain culture, and adaptability is needed in responding to healthy
economic competition, so there will be resistance. This means that it is important to
consider the risk of business, environmental, and social sustainability as a single system
in responding to the economic growth of Makassar City. For this reason, socialization
efforts are needed for SMEs related to business sustainability, protection of the business
environment and efforts to create social cohesion towards increasing community welfare,
increasing productivity, and preserving the environment around the business. Small and
medium enterprises play an important role in reducing the unemployment rate of the
productive age population [96].

The main factor that needs to be implemented to support the sustainability of small
and medium enterprises in Makassar City is to build a pattern of economic cooperation
between entrepreneurs and SMEs towards a synergy in the utilization of natural resource
potentials effectively and efficiently. This means that the development of small and medium
enterprises in Makassar City requires strategic actions, including: (1) routine guidance in
relation to efforts to strengthen the capacity of human resources who have the ability to
respond to market changes, (2) long-term business management oriented towards business
effectiveness and efficiency, (3) the use of technology; (4) the ability to innovate, and
(5) the ability to build business cooperation. Thus, the productivity of small and medium
enterprises is a potential that can be relied on to spur regional growth in a sustainable
manner [97]. Furthermore, in order to support the stability of small and medium enterprises,
it is very important to optimize the use of information technology for product marketing,
seizing business opportunities, and increasing income. These three things will have an
impact on increasing economic value added for small and medium enterprises in the
direction of improving service quality and expanding access to potential markets. This
means that small and medium enterprises will advance and develop if they have the ability
to respond to changes in the strategic environment [98].

The sustainability of SMEs in Makassar City will require several strategic steps that
need to be considered: (1) manufacturing products according to consumer needs; (2) pro-
ducing goods in small quantities to save costs and resources, in an effort to eliminate
in-process supplies of goods and waste, by using an evenly mixed production pattern;
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(3) eliminating waste on inventory, purchasing, and scheduling using a card system in
production; (4) improving the production flow and building work discipline in the business
culture; (5) improving product quality by maintaining control of the production process;
(6) developing financial governance, product marketing, and human resource capacity
strengthening, which are cross-functional in accordance with their levels and positions;
(7) eliminating uncertainty by establishing relationships in the production and market-
ing processes; and (8) ensuring long-term maintenance by improving quality, increasing
flexibility in placing orders for goods, ordering in small quantities, and continuously ori-
enting towards a sustainable production process. Thus, small and medium enterprises
that are able to maintain product quality and efficiency in production management, have
competitiveness, and have the ability to manage superior products will create economic
competitiveness towards business sustainability [99,100]. The sustainability of SMEs in
Makassar City is presented in Figure 8 below.
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Figure 8. The sustainability of SMEs in Makassar City.
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5.3. Open Innovation and Productivity of SMEs

Increasing the productivity of small and medium enterprises in Makassar City will
require strategic steps and policy support from the government. This government policy
support is in the form of assistance in developing ideas and ideas to be adapted in the
management of SME businesses. Furthermore, four strategic steps are needed to support
the increase in productivity of small and medium enterprises in Makassar City, namely
(i) planning, (ii) organizing, (iii) directing, and (iv) supervision. The four principles are
carried out by developing new product innovations for the purpose of increasing the com-
petitiveness of products produced by small and medium enterprises. Thus, it is necessary
to change the way SMEs think to build business cooperation through the use of technology.
The Fourth Industrial Revolution not only has tremendous potential to overhaul industry,
but this is also certain to be a widespread view not only in government and academia but
also in various walks of life [101].

The development of the innovations needed to support the increase in the produc-
tivity of small and medium enterprises are carried out through several strategic actions,
namely: (1) increasing the skills, knowledge, and technological mastery of SMEs; (2) creat-
ing new products and improving the quality of products that have been marketed so far;
(3) the transformation of business management towards the process of digitizing product
marketing; and (4) building business cooperation in a sustainable manner. The four pro-
cesses are carried out through a mentoring process by the government in the framework of
fostering creativity and new ideas for small and medium enterprises. Entrepreneurship is
a key element for SMEs to be competitive in the global market knowledge base towards
economic growth, creativity, and innovation [102].

Three steps are needed in developing the ideas and creativity of small and medium en-
terprises towards increasing the productivity of economic enterprises, including:
(1) the adaptation of the process, namely building creative product innovation to sup-
port flexibility and product originality through the process of thinking and behaving;
(2) developing products that have creative value to produce new /original products or
elaborate existing products in a more creative direction; (3) building the capacity of SME
actors, both individually and in groups, to create new products according to consumer and
market needs. There are three main strategic options based on customer experience, viz
affordability and customization, and four distinct groups: customer enjoyment, multiple
sources of differentiation, one-to-one marketing, and cost-effectiveness [103].

The development of ideas and creativity for SME players in Makassar City manifests
in several stages: The first is the learning process, namely the design idea begins with
deep learning to get an understanding of the basics of the design you want to make
for business product development. This process requires a sound knowledge base of
business design trends and developments. This means that this process can be carried out
through various trainings and comparative studies to build different product designs from
products that have been marketed by SMEs. The interaction of creativity, innovation and
sustainability is gaining momentum, but more training and comparing existing products
in the market is needed [104]. Second, the enlightenment of this process is carried out
by building creative ideas based on the ideas of SME players to complete and perfect the
product designs that have been produced. This means that the ideas that have been owned
by SMEs are then refined into a complete set of product designs that will be produced
and marketed. Third, the implementation of the design and verification of the resulting
products, namely ensuring the design is correct towards solving the problems of SMEs
in terms of increasing the competitiveness of the products produced to be marketed to
consumers. One of the factors responsible for the failure of SMEs is the high volatility of
global economic conditions [105].
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Referring to the things that have been explained, efforts to increase the productivity of
small and medium enterprises in Makassar City towards sustainability, economic stability,
and the marketing of SMEs products will require further strategic steps in relation to
business diversification and expansion, including: first, ease of licensing, through support
for government policies and support for local regulations on SMEs. The ease of licensing is
oriented towards the ease of obtaining formal legality, shortening the bureaucratic pathway,
and making it easier for people to start developing economic business ventures. Second,
business cooperation and product marketing, in this case in the context of global economic
development, which will be dominated by small and medium enterprises. The role of
the government is very strategic in the framework of facilitating SMEs to build business
cooperation and product marketing through the use of technology towards industrial
competition in the domestic and global markets. This means that the government has a
role in protecting the market and facilitating the marketing of SMEs products. This effort is
carried out through an intensive process of mentoring to SMEs players in marketing their
products through e-marketing. Furthermore, technological and environmental challenges
confront society with the need to change traditional approaches and management principles
at regional and city levels [106].

Third, the creation of new market areas on a regional, national, and global scale
through government support. This process is carried out through technological innovation,
building product marketing networks, and strengthening the human resource capacity of
SMEs. This step is carried out through the following efforts: (i) technical guidance for SMEs
to enter the global market, (ii) the facilitation of global market intelligence, (iii) the cura-
tion of SMEs products with international standards, (iv) promotional cooperation abroad,
and (v) optimizing bilateral and multilateral cooperation on SMEs product marketing.
Furthermore, increasing the competitiveness of SMEs products is carried out through
the following efforts: (1) development of joint production houses in small and medium
industrial centers, including training, consultation and mentoring; (2) partmerships with
large businesses, including transfer of knowledge, management and production technol-
ogy as well as easy access to machine and technology facilities; (3) accelerated business
development, including developing the incubation and acceleration of startup business
ecosystem platform development (e.g., financing, logistics, marketing, innovation); (4) in-
ternational standardization and certification, supporting SMEs (knowledge management,
coaching, etc.) to obtain international standard certificates and enter the global market;
(5) building a logistics system for SMEs, including: (i) improving supply chain connectiv-
ity at production centers, (ii) the development of imported raw materials and local raw
material warehousing, (iii) developing warehousing that supports export consolidators,
(iv) developing e-logistics that is integrated with e-commerce and fintech, and (vi) building
facilities for reducing the postal costs for sending product samples.

Fourth, open innovation through smart cities to support the development of SMEs
in Makassar City towards implementing an environment of innovation, empowerment,
and participation of citizens, businesses, and other stakeholders in shaping the small and
medium enterprises in Makassar City. In this context, the smart city is closely related to an
open innovation strategy. Instilling a culture of innovation through training government
managers and frontline workers is animportant component in achieving a holistic approach
and sustainable smart city transformations that can withstand leadership changes [107].
The meaning, the implementation of smart city is not only a government matter, but also
the responsibility of the business world and SMEs towards the integration of information
technology systems. Furthermore, the development of a smart city is oriented towards the
inbound strategy of open innovation, which includes market-based innovation strategy;,
crowdsourcing, collaboration, and network building. The smart city will solve inherent
problems while reducing expenses and improving quality of life. Through the technology
of the Fourth Industrial Revolution, the advantages of the smart city are expected to be
able to overcome city spending by platforming cities [108].
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Fifth, the dynamics of the entrepreneurial cycle of open innovation, in this case
developing business network relationships between companies and one another by giving
value to cooperation between individuals with one another, whereas dynamic capability
is more focused on interdependence with other companies so that the role of resources
becomes an important element in SMEs achieving greater performance and maximizing
profits, increasing income and welfare together. Currently small and medium enterprises
(SMEs) play a leading role in most of the world’s economies. For this reason, they seek
technological competitiveness and improvement of their innovation activities [109].

Sixth, the micro and macro dynamics of open innovation with the quadruple helix
model. The implementation of this model uses a positive synergy between government,
industry, and universities (academics). The application of this model is directed at three
roles in the development of innovation in a region, namely (i) the university as the center
of research-based development activities, (ii) the industry as a provider of consumer needs,
and (iii) the role of the government as a policy maker. These three things are an important
part of increasing the productivity of SMEs in Makassar City in a sustainable manner.
The implementation of the quadruple helix model refers to the findings of Ahonen and
Héamaldinen [110], namely: (1) TH + users are Triple Helix which is extended with the
community or users who provide information about their needs and experiences, for
example by testing products; (2) a company-centered living laboratory model, where the
community or users participate in each phase towards the development of ideas and
innovation as the main driving force for business ventures being developed; (3) a living
lab model that focuses on the public sector, where local government is at the center;
and (4) a community-centered model, where the user determines which innovations are
needed and developed. The implementation of these four models will lead to the creation
of cooperation between the government, academics, and the SME community towards the
sustainable economic growth of Makassar City.

Seventh, open innovation in SMEs in relation to trends, motivations and management
challenges requires SMEs to encourage regional economic growth in Makassar City. Thus,
the role of SMEs is an important element as a driver of entrepreneurship and economic
development. Furthermore, the developing SMEs in Makassar City in the future will con-
tribute positively to several things, including: (1) disseminating information related to the
quality of the products produced; (2) optimizing the use of natural and human resources in
the direction of increasing the productivity of economic enterprises; (3) optimizing demand
for imported goods and fixing domestic prices for certain products and stimulating de-
mand for domestic products towards product exports on the global market; (4) encouraging
economic development towards increasing the standard of living of the community. Fur-
thermore, global competencies and challenges due to advances in information technology
will have an impact on the life and business flow of SMEs. This means that the existence
of SMEs in Makassar City will require a transformation of business management and
innovation strategies towards sustainable SMEs. To maintain an innovative work style,
entrepreneurs need to build a unique identity to build an entrepreneurial identity [111].

Peter F. Drucker [112], stated that the main factors that support an organization to
survive change include: (1) flexibility, in the sense that the economic business community
must be flexible in making strategies. This means that in essence SMEs must be adaptive
and ready to face changes in order to remain sustainable and stable. Businesses must be
flexible in their implementation of the required strategies, namely policy, marketing, opera-
tions, and others; (2) providing facilities, in the sense that SMEs must be able to provide
facilities to support business performance, including equipment, machinery, resources
and technology. This means that increasing the productivity of SMEs will require facility
support in facing global challenges; (3) managing knowledge. In this case SMEs have the
ability to improvise changes by managing knowledge in a more productive direction; and
(4) innovation. In this case SMEs have the ability to increase productivity, diversify and
expand business.
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Eighth, regional asymmetrical knowledge capabilities and open innovation in relation
to global marketing are global business-oriented activities that refer to the demand for
certain products based on global standards. Furthermore, the relational view can be under-
stood not only as a perspective for understanding organizations but also as a cultural way
that can support network settings and interactions with other actors, as well as facilitate
co-creation [113]. Thus, increasing the productivity of SMEs requires the importance of
being able to compete by paying attention to the global environment. In order to make a
production and consumption system for SME products in a sustainable manner, it is very
important to further explore and support new business models in relation to product pric-
ing, promotion, and distribution [114]. Thus, the performance of SMEs business activities
will include the pricing, promotion, and distribution of products (goods and services) to
customers/ consumers for the purpose of making a profit. That is, global management is
the evolution of management towards operationalization in the global market, namely
exporting, negotiating franchises or licensing agreements, forming joint ventures, or mak-
ing direct investments in other countries [115]. Furthermore, the factors that need to be
considered in order to increase the competitiveness of SMEs to enter the global market
are: (i) expected business volume, (ii) geographic scope, (iii) SMEs involvement in global
marketing, (iv) sales volume and assets, (v) the product line and the nature of the products
produced, and (vi) business competition in foreign markets. The six basic principles will
ensure the stability of SME businesses going forward and contribute to the sustainable
economic growth of Makassar City.

6. Conclusions

The development of SMEs in Makassar City has a strategic role and function in
promoting economic growth and absorbing productive labor. To encourage an increase
in business productivity, creativity and technological innovation are needed in the de-
velopment of economic enterprises. The strategic steps needed for this are as follows:
(1) empowering economic enterprises; (2) business training and guidance towards the use
of technology; (3) training in financial management and business capital access through
formal financial institutions; and (4) access to product marketing to reach potential mar-
kets. The business transformation, investment development, technological innovation, and
management of SMEs will require the facilitation of institutional strengthening, modern
business management, and investment cooperation within a framework of controlling
production factors and business opportunities. SME diversification is closely related to the
demands of consumer needs, while business differentiation is strongly influenced by the
ability to build product marketing networks and a mastery of technology. The development
of SMEs based on technological innovation will require efforts to rearrange policies, in-
cluding (1) licensing and progressive manufacturing patterns that are oriented towards the
introduction and mastery of superior product-based production technology; (2) building
technological models, mastering more advanced production techniques, and continuing
the pattern of integrating technological components into new products; (3) designing new,
superior products after technology mastery integration by building products indepen-
dently; (4) determining the market, in the sense that the government provides incentives
and investment for the marketing of products developed in the community, especially by
SMEs. Thus, SMEs will develop rapidly if supported by government policies, access to
business capital, human resource capacity strengthening, and potential market access.

Four factors have a positive effect on the productivity development of SMEs in Makas-
sar City: (i) technological innovation, (ii) business diversification, (iii) product marketing,
and (iv) business stability. A weak mastery of technology in SMEs is influenced by sev-
eral factors: (1) capabilities and expertise are limited, (2) operational costs are high, and
(3) market guarantees for developing technology-based businesses are unsupportive. The
SMEs that are developing in Makassar City can market their products, even if they are
in limited quantities and only meet local needs. Business diversification is needed to
support business stability and develop new business patterns towards economic business
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sustainability. Thus, economic growth, technological innovation, and business diversifica-
tion have a significant effect on product marketing and the economic stability of SMEs in
Makassar City.

The sustainability strategy of SMEs in Makassar City in relation to increasing busi-
ness productivity is influenced by several factors, among others: (1) selection of the right
location, which is highly dependent on the business being developed; (2) the use of social
media, the role of which is a strategic choice in terms of product marketing; (3) business
innovation, in a business with many competitors; and (4) financial planning, with a good
administration system. The sustainability of SMEs in Makassar City will require several
strategic steps that need to be considered: (1) manufacturing products according to con-
sumer needs; (2) producing goods in small quantities to save costs and resources in an
effort to eliminate in-process supplies of goods and waste, by using an evenly mixed
production pattern; (3) eliminating waste on inventory, purchasing, and scheduling by
using a card system in production; (4) improving production flow and building work
discipline in the business culture; (5) improving product quality by maintaining control
of the production process; (6) developing financial governance, product marketing, and
human resource capacity strengthening, which are cross-functional in accordance with
their levels and positions; (7) eliminating uncertainty by establishing relationships in the
production and marketing processes; and (8) ensuring long-term maintenance by improv-
ing quality, increasing flexibility in placing orders for goods, ordering in small quantities,
and continuously orienting towards a sustainable production process.

Because this study was conducted in a limited scope and focused on increasing the
productivity of SMEs in relation to economic growth, it is advisable to carry out a follow-up
study on the sustainability model of small and medium enterprises based on economic
empowerment to complement the results of this study.
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