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ABSTRACT

This study is aimed to know about the applicatibg@od governance principles as an effort to empawiero
small enterprise as stated in Republic of IndonBsesidential Regulation number 54 year 2010. Witaah, it also aims
to understand the worthiness level and formulate@merment strategy for small micro enterprise ggpber of public
procurement. The result shows that average congadidevel of Regional Working Unit (SKPD) in the easch area is
high, reaching 81.93 %. This compliance level catissof 82.25% efficiency, 84.25% effectiveness28®% transparency,
83.44% openness, 81.91% competitiveness, 79.15fmefs/nondiscriminatory and 81.82% accountabilitpalyzing
50 small micro enterprise respondent shows lowteBy means of 24 worthiness variable values thast be fulfilled by
small micro enterprise to qualify as supplier fmvgrnment goods and services like stated in Repudfliindonesia
Presidential Regulation number 54 year 2010, onlaffables exhibit more than 50% worthiness sc@rhile the other
17 variables show below 50% worthiness score. Byamseof Focus Group Discussion, micro small entsepri
empowerment strategy can be done through 6 aspEuty. are Business Aspect, Technology & Informatispect,

Human Resource Aspect, Lobbying Aspect, Stakehdtdée Aspect and Micro Small Enterprise Worthin&spect.
KEYWORDS: Good Governance, Public Procurement, EmpowernmsiEs, Bitung City, Indonesia
INTRODUCTION

Micro small enterprise empowerment can be onehefeffective programs to solve with unemploymerd an
poverty problems by giving more access to microlser@erprise to participate in government projeetgpecially in the
government goods and services procurement whidorsglucted every fiscal year. To optimize the rdienicro small
enterprise in the procurement activity which is ofi¢he indicators to observe economic growth akdain area by the
performance of its Regional Working Unit (SKPD)athis through its expenditure for capital spend{BiM) and
goods & services spending (BBJ). The rise of thwge types of government spending year after yea @iccessful
indicator of Regional Working Unit performance. Omdich is Regional Working Unit (SKPD) spending ttha
requisitioned to provide goods and services pronerd packages to be handled by micro small enter@s mentioned in
Law number 20 year 2008 about Micro Small and Medi8cale Enterprise (UMKM) and Republic of Indonesia

Presidential Regulation number 54 year 2010 anahitsndment regarding public procurement.

Bitung City Government Regulation that sides wathall micro enterprise are among which the Biturity C

Law number 6 Year 2006 on Empowerment of Cooperatiand Small Medium Enterprise (UKM), Bitung Citav
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number 1 on Long Term Regional Development PlanJd&» of Bitung City 2005-2025. Bitung City capisgdending and
spending of goods and services has been continumeseasing, both on value of money as well agprement packages
for micro small enterprise, which in turn is a coustive signal to micro small enterprise playenr Rllustration,
the number of procurement package on capital spgridi 5 out of 47 Regional Working Unit (SKPD) takir sample
was 45 packages in 2011, and went up to 170 paskimg@012, showing equivalent of 277.78% rise. Vehsrfor
procurement package on goods and services wasc®@ges in 2011 and increased to 164 packages i, 26flecting

82.22% increase.

Bitung City government efforts to empower microadinenterprise through public procurement procuneme
however, are challenged by numerous difficultieaceoning implementation of relevant law. Early stagf this study
found that low qualification and lack of knowledgé government officials and administrators as veel problematic
conditions of micro small enterprise such as insigit qualification to bid and other internal aexternal problems have
added the hardship. In addition, some micro sma#r@rises are still lack of business deed andhéiegtax identification
number (NPWP), banking account and inability toesscinformation from the Regional Working Unit (SBPdue to
unskilled resources with still traditional manageiand unfamiliarity of bidding knowledge, also ghaf accessibility to
primary financial institution and related executi@ad judicative officials. Failure to comply wilhfluence effective
implementation of law. High compliance shows higfeaiveness and vice versa. Unsuccessful impleatiom on
procurement policy according to Suliantoro (201R2)rélated to its process, practices that do ndovioprinciples of
good governance often happen. As stated by Udoy@0d2) minimum monitoring of the implementationthe field,
abuse of authority in the procurement process,chre& contract, collusion between officials and [igy, manipulation,
and incompetent human resources as well as inabilimicro small enterprise players to fulfill tedbal requirement as
supplier for public procurement and yet still burdd by its internal and external problems have eduesnpowerment

efforts more difficult to put into action.

Turpin (1972) said that public procurement wilrsficantly affect growth, competition and efficeynof an
economy. World Bank (2002) implicitly stated thathfic procurement has positive impact on both dcai@ economic
aspects of a country. In European Union for exappmlélic procurement has significant impact on aband economic
development, local and nationwide (Peck and Ign&abras, 2008). And in Kenya, according to Amenabaal (2013)
public procurement has played major role in théization of government resources and accomplishroéréconomic
development agenda. According to Callender & Matthg2000), and Trionfetti (2003) all countries inetworld
[advance-industrial and developing], public procoeat activities has taken government finance batvwi€®s until 30%
of its Gross National Product (GNP). Therefore, public procurement has an ingmarffunction to the government
(Thai 2001). In advance countries like England &&hmark, according to Peck and Ignazio Cabras (R08dblic
procurement has contributed between 11% until 18%Emgland, and 25% of the GDP in Denmark. Whilethe
developing countries such as Kenya (Ondick, B. &lahd Frederick O.D, 2013), Ghana (Tutu, et. Al 1)0 Nigeria
(Auriol, 2006) each has 9%, 14% and 18.4% of t&&dP. In Ghana, Malawi, Uganda, and Nigeria spendimgoods and
services reached 40% until 80% of total governnsp@nding (Tutu, et.al, 2011: Development AssistaBioenmittee,
2005; and Attah, 2008h Adebiyi, et al, 2010). In Indonesia, accordingtite Ministry of Finance (2010) and Udoyono
(2012), total spending on public procurement redcdw7 billion Rupiah or around 33.4% of total goweent spending,
distributed into 180 billions Rupiah or 51.87% ational spending and 167 billions Rupiah or 48.1&%cal spending.

| Index Copernicus Value: 3.0 - Articles can be sernb editor@impactjournals.us |




Implementation of Good Governance Principles in Pulic Procurement for Empowerment of Micro 263
Small Enterprise: Empirical Study in Bitung City North Sulawesi Province, Indonesia

Micro small & medium enterprise (UMKM) has provenbe the last fortress when global crises hit ntemye
world in the past, including Indonesia. Howevercmismall & medium enterprise (UMKM) in its devetopnt, which
influence the empowerment on itself, still face mabstacles caused by internal and external facods that affect
UMKM in and out of the country as well as UMKM irgeral and those in goods and services procuremgatticular.
For example, lack of capital, unqualified human otgses, outdated technology, limited product manket
poor administrative management, inadequate marsgekill, short of training opportunity, low prodimty, limited
access to businesses, information and networkitigreto other UMKM or large enterprise players, kifesd UMKM
players, short of insight and knowledge about gmise, and lack of development from concerned tutsdns and non
conducive enterprise climate (Jasra, et al, 20lidtovia, et al, 2011; Suyono, 2006; Tambunan, 20@@nizu, 2010).
Aside from that, micro small & medium enterpriseMKIM) receives bad behaviour from officials and pglimakers.
Many times, defiant conduct of procurement admiatsts emerges and possibly, similar conduct existBin the
suppliers. Therefore, the most important featureth@ public procurement system to function well,itst follow
principles of good governance; transparency, adedility and integrity (Thai, 2001; Wittig, 1999t must also be
effective and efficient (Ondick, B. Alala and Fredk O.D, 2013; Jeppesen, 2010). All of that adttedovernment main
principle of procurement, that is to achieve vadfienoney. In other words, principle of good goverceiis the main pillar
for every procurement system. Neglecting the ppilesi is a non compliance of the regulation andtlzat are established

to be followed.
DATA AND METHODE OF ANALYSIS

This study uses qualitative and quantitative datfection method. The qualitative method are witaw and
focus group, while the quantitative method is syrvguestionnaire and documentation study. The sssnple first:
47 Regional Working Unit (SKPD). Second: select@dobit of 218 micro small enterprise players in goweent public
procurement. Third: 10 key person samples for depview andfocus group discussion (FGD) taken from SKPD and
micro small enterprise players. Sample of micro |sraaterprise players is collected by multistagengling using
purposive sampling. Key person for focus group uhison is selected by purposive sampling, thathia study are
knowledgeable and skilled individuals in their figland whose job are related to micro small entrpTheir insights are
expected to give genuine input for this study. Véher FGD is conducted by 15 individuals consist academic
personalities from university, 5 micro small enté&sg players in public procurement, 2 represergatigf finance and
banking institution and 6 individuals from Coopératand SMEs, Industry and Trade regional officegi®nal Planning
and Development Agency (BAPPEDA), and Integratezkhsing Service and Investment Agency (BP2TPM), Siiatial
Planning Agency and Electronic Procurement Ser{li&SE).

This study is a research on the implementationg@déd governance principles in public procurement in
conjunction with the empowerment of micro smallegptise in Bitung City. This study employs statistiescriptive
analysis with qualitative approach as wellfasus group discussion (FGD) as its method of analysis. To establish the
objective on implementation of good governance qipies to empower micro small enterprise as meetioin
Presidential Regulation number 54 year 2010, Ragjidforking Unit (SKPD) in Bitung City are analyzading principles
of good governance: efficiency, effectiveness, dpamency, openness, competitiveness, fairnessswiminatory and

accountability. Indicators of each principle ar¢etlmined based on Expert Panel Method through iumestire in Mailing
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List of Association of Public Procurement Indone@iaPl) run by Policy Institute for Government Ptmement of
Republic of Indonesia (LKPP-RI). In this phase, #malysis also covers compliance level of Bitungy GKPD in
implementing Presidential Regulation number 54 40, article 100, verse 1, 2, 4 and 5 about msonall enterprise.
Respondent scoring on the questionnaire is donegusbnventional scale; that is scoring on one’sspective over
an object on the scale from O until 10. It is sdonéggh when the result is over 50% and vice vdsa,when below 50%.
(Susilowati, et.al, 2004).

To accomplish research objective on level of wioghs of micro small enterprise as supplier for lipub
procurement according to the criteria required bgsklential Regulation number 54 year 2010. Sampianicro small
enterprise are also analyzed then scored with ctdiorel scale. When the result is more than 50%getiterprise is said to
be worthy. That means the said enterprise hadlédfihe requirement as stated in Presidential R¢ign number 54 year
2010. On the other hand, when the score is lovaar 80% it means the enterprise is unworthy to bepplier for public
procurement. Empowerment strategy is determinesutiit focus group discussion and analyzed on itsnBas aspect,
Information and Technology aspect, Human Resouasgect (SDM), Lobbying aspect, and Stakeholder Rsjgect.

Each aspect (variable) has 5 indicators.
RESULTS AND ANALYSIS

Research result indicates that compliance of 4giddal Working Unit (SKPD) in implementing good
governance principles that are efficient, effectitransparent, open, competitive, fair/nondiscradny and accountable
as required by Presidential Regulation number &t 2810is high, 81.93%. This finding correspondthv@tate Auditor
Award (BPK-RI) to Bitung City as small town with exlent financial management or unqualified (WT@mpliance
level consist of efficiency 82.25% (high), effe@hess 84.25% (high), transparency 80.21% (highdniogss 83.44%
(high), competitiveness 81.91% (high), fairnessthiseriminatory 79.15% (high) and accountability &% (high).
Highest application of good governance principfeptiblic procurement is effective principle thaB&25%, with highest
indicator is procurement provides benefit, wher@npkd goods and services procurement has beend8d&beficial to
the administering of Bitung city government. Lowssbre is on the implementation of fair/nondiscriatory principle,
that is 76.20% with lowest indicator is not rejagtioutside Bitung city supplier, that is not refigsienterprise from other

region.

In providing satisfying solution to a miscarriagé tender process as one of administrative systeramg
program in various sector and aspect, since 20fith&icity has been operating electronic procureragstem (LPSE) as
mandated by Presidential Regulation number 54 3@46. Furthermore, it is obligatory for every RegibWorking Unit
(SKPD) to publicly announce General Procurement RRUP) through electronic procurement system (LPSBat is
directly connected to National Portal run by Poliotitute for Government Procurement of Republiclralonesia
(LKPP-RI). The efforts to restore government adstiaitive system to be in accordance with principdésgood
governance has brought Bitung city to become alstitglwith the best financial management in 20108l aeceived title
of unqualified (WTP) by the Republic of Indonestat8 Auditor (BPK-RI).

Research result regarding worthiness level of S@lyaed micro small enterprises as supplier to gowent
public procurement is very low. Employing 24 worth$s scoring variables as prerequisite by PresideRegulation

number 54 year 2010, only few variables show woghks level over 50% like fulfillment of legal retpinent such as in
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possession of Notary Deed, Tax Identification NumiNPWP), not under legal court investigation, besis is not under
suspension/owner is not a criminal offender etregtiie business is not included in thacklist and business owner is not
a civil servant (PNS) as shown in table 1 appendibe other 17 variables reveal worthiness leviwé0%. The result
therefore demonstrates that Bitung city micro sreallerprise of government public procurement sepplare still not
qualified to execute projects or procurement jolzslable at every Regional Working Unit (SKPD) dodow worthiness
level as required by Presidential Regulation numbéryear 2010. This also indicates that Bitung citicro small
enterprise will not hold competitive power agaitisir contenders from outside Bitung city. In thianner, it shows that
procurement packages available for micro small renite are executed by enterprises from outsidenBitcity and

possibly by medium and large scale enterprises.

Empowerment strategy for Bitung city micro smaltexprise as government public procurement supplier
determined through focus group discussion (FGD)nmmBans of 6 aspects: Business Aspect (6 indicatdr\3y of
18%, Technology and Information Aspect (B1-B5) 684, Human Resources (SDM) Aspect (C1-C5) of 20%abiying
Aspect (D1-D5) of 13.5%, Stakeholder Role Aspect-B5) of 16%, and Worthiness of Micro Small Ent&pras
Supplier Aspect (F1-F5) of 17.5%. Empowerment stiatthrough afore mentioned 6 aspects in prioglesis necessary
to firmly establish micro small enterprise position

CONCLUSIONS

» Level of compliance in Bitung city Regional Workitgnit (SKPD) in the implementation good governance
principles in public procurement as required insitential Regulation number 54 year 2010 is high(gliance).

Nevertheless, further improvement should be prothteachieve higher standard public services

* Level of worthiness of micro small enterprise totjg#pate in public procurement provided by Regioworking
Unit (SKPD) is still very low.

 Empowerment of micro small enterprise in BitungyGii Kota Bitung can be accomplished though Busines
Aspect, Human Resource Aspect, Technology & InfaimnaAspect, Lobbying Aspect and Stakeholders Role
Aspect.
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APPENDICES

Table 1: Scoring Worthiness Level of Micro Small Eterprise and Small Cooperative
to Participate in Government Goods and Services Pourement Tender

No Scoring Variable of Worthiness Level <L§(\)'¥, % >H£__'J%E %
1. | Fulfilling legal requirement such as, Notary Deed. \
2. | In Possession of Business License (SIUP, SIUJK) \
3. | In Possession of Tax Identification Number (NPWP). \
4. | Submitted Latest Annual Income Tax (SPT Tahunan). \
5 Last 3 (three) months of Periodic Income Tax Return N
" | Article 21 (SPT Masa PPh pasal 21)
6 Last 3 (three) months of Periodic Income Tax Return N
" | Article 23, if transaction occurs. (SPT Masa PP$ap23).
7. | Payment of Income Tax Article 25/29 (PPh pasal 2b/2 \
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Table 1: Contd.,

8. | VAT Periodic Tax Notification (SPT Masa PPN). \

9. | Skillful. \

10. | Experienced. \

11. | Having Technical And Managerial Capability. \

12. | Awarded at least 1(one) job in the last 4 (foudrge \

13. | Having Human Resources. \

14. | Holding Capital. \

15. | Having Equipment and Tools and other facilities. \

16. | Expertin its field. \

17. | Not under court/legal supervision. \

18. | Not Insolvent/Bankrupt. \

19 Business not in suspension/Owner not a Criminal N
" | Offender.

20. | Not included in theéBlacklist. \

21. | Having Permanent Address. \

22. | Owner Is Not Civil Servant. \

23. | No conflict of interest. \

24 Remaining Capacity To Handle Project (SKP) N
" | (only for Construction Work and Other Services).

Source: Research Primer Data and analyzed, 2014

Legend: Score 0 — 24% or 1- 2.49 = extremely not worthy

Score-289% or 2.50- 4.99 = not worthy
Score-5@4% or 5.00- 7.49 = fairly worthy
Score-7500% or 7.50- 10.00= worthy
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