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ABSTRACT

In the emerging global market context, the adoption and use of information technology (IT) is
widely seen as critical for the competitiveness of Micro, Small and Medium Enterprises
(MSME: ). This study aims to describe: the degree of IT adoption; the reasons to use IT, the
inhibiting factor of IT adoption; and the pattern of IT adoption for MSMEs. This study is a
descriptive research. The population is MSMEs registered in the Bag and Suitcases Industry
Cooperative (INTAKO) Sidoarjo. Sampling method was a purposive sampling. Data was col-
lected using interview technique and questionnaire, than analyzed by the descriptive statisti-
cal techniques. The results show that the adoption of IT for MSMEs is relatively low. The
main reasons for MSMEs to adopt the IT are the benefits of IT to increase company competi-
tiveness and performance and the encouragement of external factors. The inhibiting factors
for MSMEs to adopt IT are cost and human resources constraints, and the complexity of IT.
Four factors determining the IT adoption for MSMEs are individual characteristics, charac-
teristics of technology, corporate context and environmental context. Furthermore, the low
degree of IT adoption of MSMEs lead the IT adoption can not provide a significant improve-
ment of the enterprise competitiveness.
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MODEL ADOPSI TEKNOLOGI INFORMASI DALAM RANGKA
MENINGKATKAN DAYA SAING USAHA MIKRO KECIL DAN MENENGAH

ABSTRAK

Dalam konteks pasar global, penerapan teknologi informasi (TI) dalam perusahaan dapat
dipandang sebagai masalah penting khususnya bagi bisnis Usaha mikro, Kecil dan Menen-
gah (UMKM). Penelitian ini menguraikan tingkat adopsi TI, alasan memakainya, faktor
penghambat, dan pola adopsinya. Penelitian ini merupakan penelitian deskriptif dengan
populasi UMKM yang terdaftar di Koperasi Industri Tas dan Kopor (INTAKO) di Sidoarjo.
Data dikumpulkan dengan purposive sampling dan interview serta kuesioner, kemudian
dianalisis secara deskriptif. Hasilnya menunjukkan bahwa adopsi Tl masih rendah. Alasan
utama UMKM mengadopsi Tl adalah manfaatnya untuk meningkatkan daya saing, kinerja
dan karena dorongan faktor eksternal. Faktor penghambatnya adalah faktor biaya dan ham-
batan SDM serta kompeksitas TI. Empat faktor penentu adopsi Tl adalah karakteristik indi-
vidu, karakteristik Tl, konteks perusahaan, dan konteks lingkungan. Tingkat adopsi TI yang
rendah di UMKM tidak bisa memberikan peningkatan daya saing yang signifikan.

Kata Kunci: Adopsi, Teknologi Informasi, Daya Saing.
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INTRODUCTION

Micro-Small and Medium Enterprises
(MSME) have provided a great contribution
to the Indonesian economy. The have influ-
enced the economic activity for SME popu-
lation that reaches 49.8 million, representing
99.99 percent of the total units in Indonesia
with the total of 49.845 million as presented
in Table 1.

In the global market, the adoption and
use of information and communication tech-
nology is widely regarded as critical for the
competitive advantage of SMEs (Dyerson R,
et al. 2009). It is obvious that Information
Technology (IT) can be a very useful tool
for management associated with the moni-
toring functions. This function includes four
things, namely planning, measurement,
comparison, and evaluation (Kadocsa 2006).
According to Budi Hermana (2005), the
condition of information technology in In-
donesia still relatively lagging compared
with other countries. More specifically Fath-
ful and Linda (2007) argue that the adoption
of IT by SME:s is still low compared to large
companies. Being lack of understanding the
strategic role of IT related to new marketing
approaches, dealing with customers, or even
the development of products and services is
believed to be the cause of the low adoption
of IT by SMEs.

Ghobakhloo et al. (2011) stated that IT
can provide to SMEs competitiveness
through integration between supply chain
partners and functions across the organiza-
tion, as well as through the provision of
critical information. However, IT literature
has previously shown that there are a small
number of researches focusing on the adop-
tion and use of IT in SMEs. Furthermore, it
was found that despite the growth of IT in
SME:s is exponential, the degree of adoption
by businesses is also still relatively low.

Some industries of bags and suitcases
such as the icons Tanggulangin Sidoarjo are
considered to have experienced travel slump
caused by several things, including the fi-
nancial crisis, a flood of Chinese products,
and the indirect effects of the Lapindo mud-
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flow disaster. A study of IT adoption models
is therefore, required for improving the abil-
ity of SMEs to adopt the IT. By doing so,
they can enhance the competitive advantage.

THEORETICAL FRAMEWORK

Micro, Small and Medium Enterprises
According to the Law of the Republic of
Indonesia Number 20 Year 2008 on Micro,
Small and Medium Enterprises (MSME), the
criteria for MSME are as the following.

Micro Criteria are as follows: (1) They
have a net worth of at most Rp50,000,000.00
(fifty million rupiahs) excluding land and
buildings, or (2) They have annual sales
Rp300,000,000.00 (three hundred million
rupiahs).

Small criteria are as follows: (1) They
have a net worth of more than
Rp50,000,000.00 (fifty million rupiahs) to
the most widely Rp500,000,000.00 (five
hundred million rupiahs) excluding land and
buildings, or (2) They have annual sales of
more than Rp300,000,000.00 (three hundred
million rupiahs) through most
Rp2,500,000,000.00 (two billion five hun-
dred million rupiahs)

Medium Criteria are as follows: (1)
They have a net worth of more than
Rp500,000,000.00 (five hundred million
rupiahs) to the most widely
10,000,000,000.00 (ten billion dollars) not
including land and buildings, or (2) They
have annual sales of more than
Rp2,500,000,000.00 (two billion five hun-
dred million rupiahs) to the most widely
Rp50,000,000,000.00.

The Use of IT
As described by Ferrer (2009), Information
and Communication Technology (ICT) has
been considered a vital part of economic
growth and social development. Like Ferrer,
other researchers in the field of ICT devel-
opment also have the same opinion. For ex-
ample, Mira Kartiwi (2006) found that IT
has a very important role in an organization.
More specifically the role of IT is also
proposed by Chen and Tsou (2007) arguing
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Table 1
Number of Businesses in Indonesia based on Business Scale 2006 and 2007
No Scale 2006 2007
1 MSME 48,779,151 49,840,489
2 Large Business 4,398 4,527
Total 48,783,549 49,845,016

Source: BPS (2008).

that today, more companies have invested
their fund in IT development to suit the
business strategy. This is due to the fact that
IT allows the operation of the company's
innovation and provides a wider corporate
network.

The above mentioned companies have
done efforts to accelerate the adoption of IT
in managing customer relationships change,
manufacturing, supply, supply chain, and
other major events, as well as to increase
their competitive advantage. Other propo-
nents, Alamro and Tarawneh (2011) asserted
that the implementation of cutting-edge
technology, the use of ICT and E-Commerce
in SMEs operating atmosphere has provided
organizations with more opportunities.

Thus, IT and technological innovation
has become a complex but cost and risk as
the reciprocal business process changes. It is
due to the high competitive pressures and
the drastic and rapid changes of the technol-
ogy itself. In this case, technology is an es-
sential resource and is a sub-system of the
organization. Thus, technology has critical
implications for competitiveness and long-
term profitability. To survive and excel in
the competitive market, companies need to
pay attention and be able to gain the advan-
tage of the technological opportunities to
support business strategies and improve op-
erations and services. In this case, the suc-
cess of an organization or company is partly
determined by the responsiveness and
adaptability to technological innovation
(Higa et al. 1997).

Marthandan and Chun (2010) stated that
while advancing the IT dramatically, the
companies have progressed through a vari-
ety of capacities and facilities, from the era
of data processing shifts to the era of strate-
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gic information systems efficiency. These
are still no longer sufficient to describe the
true business value of IT. Maguire and Ma-
grys (2007) also assert that in the current
business environment, the use of information
systems and IT can effectively provide op-
portunities for SMEs to take advantage of
information processing.

The above arguments are also supported
by Khong et al. (2009) that, in the long run,
IT and information system can provide tre-
mendous benefits for the company. Apulu
and Latham (2011) assert that in the current
knowledge-based economy, it is important
for SMEs to adopt a process that allows
SMEs to provide a service that will bring
competitive advantage. It is due to the fact
that ICT has a significant positive impact on
the performance of the organization and is
vital for SMEs. It is impossible for modern
businesses to not use ICT, as ICT has a sig-
nificant impact on the operations of SMEs
and is claimed to be very important for the
survival and growth of the economy in gen-
eral. ICT provides opportunities for business
transformation and give SMEs the opportu-
nity to do business anywhere.

Factors Enhancing the Use of IT

Some factors affect companies to adopt an
IT. Nguyen (2008) cited the most common
reason for the adoption of IT is to provide a
means for survival and/or enhance growth,
and improve competitiveness. In addition on
Alam and Noor (2009), ICT adoption is con-
sidered a way of enabling the business to
compete on a global scale with better effi-
ciency and relationships with customers and
suppliers more closely. In this effort, SMEs
should consider the ICT as an important ap-
proach in their business to gain a competi-
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Figure 1
Theory of Planned Behavior
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Source: Ajzen (1991).

tive advantage in the global marketplace.
Moreover, ICT is an SME resource that can
help them to access and contribute to im-
proving competitiveness.

The reasons why some SMEs might not
use IT according Fathful and Linda (2007) is
that they think it cannot provide to them.
This is consistent with the Innovation Diffu-
sion Theory states that the compatibility of
IT to the needs of SMEs to be one determi-
nant of adoption. Other reasons were raised
with regard to cost constraints and human
resource capacity needs attention. In this
context, the company became one of the
evident complexity barriers of IT adoption
by SME:s in Indonesia.

Although the price is getting cheaper
and affordable for the majority of SMEs, it
is still an expensive item. Khasawneh and
Huda (2008) revealed that in the country is
growing, underdeveloped economies, lim-
ited resources and infrastructure are some of
the factors that contributed to the slow adop-
tion of the technology.

Theory of Planned Behavior (TPB)

In this theory, it is argued by Ajzen (1991) as
shown in Figure 1, that Theory of Planned
Behavior (TPB) is an extension of the Theory
of Reason Action (TRA) as introduced by

Intention
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Behavior

Fishbein & Ajzen, due to the limitations of
the original model associated with the behav-
ior in which people have control of the will.
As in the original TRA, a central factor in the
theory of planned behavior is the individual's
intention to produce a certain behavior.

In the instances above, intentions are as-
sumed to capture the motivational factors
that influence a behavior. It also indicates
the way individual tries hard to try and exert
efforts in order to implement a behavior. As
a general rule, the stronger the intention to
engage in the behavior, the more likely an
individual enhances his performance. Thus,
it is clear behavioral intention can find ex-
pression in behavior only if the behavior in
question is under the control of the will, that
is, whether a person can decide to do or not
do the behavior.

Even though some behavior is actually
good to do, the results might be strongly in-
fluenced by non-motivational factors such as
the availability of the necessary opportuni-
ties and resources (e.g. time, money, skills,
and cooperation of others). All these factors
represent control over behavior someone, to
the extent in which a person has the oppor-
tunity and the resources required and intend
to perform the behavior, he will perform the
behavior.
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Figure 2
IT Adoption Model by SMEs
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Technology Adoption Model for SMEs
The model can be referred to Uwizeye-
mungu and Raymond (2011) stating that the
successful implementation of a new IT de-
pends on the capacity of the organization to
implement the project implementation as
well as integrate the changes associated with
the new system, the readiness of the organi-
zation. Further, it is stated that, when some
of these success factors identified, it can all
be put into one of three categories of frame-
work-Technology-Environment ~ Organiza-
tion (TOE). Therefore, the process of adop-
tion and implementation of technological
innovations made by the company is affec-
ted by the context of technology, organiza-
tion and environment.

The above argument is supported by
Skoko et al. (2006) suggesting that some
factors of adoption of IT or ICT in the SMEs
have helped in identifying the context that
may affect adoption by SMEs. These factors
can be categorized into factors associated
with; a. context of technology, b. organiza-
tion, c¢. environment, and d. individu-
als. Tektas et al. (2008) revealed that most
SMEs face challenges in the adoption and
use of innovations. The capacity of ICT
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adoption provides a starting point for SMEs
to take advantage of innovation. A unified
model of a study about the adoption of IT
for SMEs was also developed by Nguyen
(2008) as shown in Figure 2.

In general, it can be asserted that the
adoption of IT by SMEs is affected by two
forces: the internal forces and external forces.
Internal strength is reflected in the position of
the current lifecycle of SMEs and SME's as
well as the level of their maturity. On the
contrary, the degree of external force is de-
termined by how big the market demands for
innovative business activities as well as how
big a boost in IT makes it easy to improve
competitiveness. In addition to these two ma-
jor powers, the four things that will determine
the adoption of IT for SMEs are such as or-
ganizational factors, networking, external
skills and information technology.

Conceptual Framework

Some theories as described earlier indicate
that the adoption of IT for a business organi-
zation, especially the MSMEs is influenced
by some factors as shown in Figure 3. These
factors can be categorized into four factors,
namely: a. Characteristics of the company,
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Figure 3
Conceptual Framework
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b. Characteristics of Technology, c. Individ-
ual Characteristics, and d. Environmental
Context.

RESEARCH METHOD

Research Design

As stated in the objectives, this is a descrip-
tive study, in which, the researchers attempt
to test the hypothesis, but merely describes
the phenomenon of IT adoption by the
MSMEs. In addition, the researchers use
exploratory approach as this study seeks to
find early ICT information technology adop-
tion among MSMEs.

Operational Definition and Measurement
of Variables

The wvariables used in the testing include
characteristics of the company. This variable
describes the current condition of the com-
pany with several indicators, namely, firm
age, total employment and sales turnover per
year. The next is the characteristics of tech-
nology. This variable is a portrait of the suit-
ability of IT for SMEs with several indica-
tors such as the suitability of information
technology in facilitating, accelerating and
supporting the work.

Besides such variables, this study also
tests the individual characteristics. This has
several indicator variables, namely: gender,
age and education level of the head. The envi-
ronmental Context that is the variable related
to the situation and environmental conditions
outside the company to support SMEs to use
information technology. These variables in-
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Adoption of ICT

clude the availability of information technol-
ogy consultant, and the degree of government
support in the process of technology adoption

The next one is technology adoption.
This variable is the embodiment of all
phases of the activities carried out by SMEs
in using information technology. This vari-
able has a single indicator, namely variabil-
ity of IT utilization.

Population and Sampling Techniques
The MSMEs are all that have been regis-
tered as members of Industrial Cooperative
Bags and Luggage (INTAKO) in industrial
centers Tanggulangin bags and suitcases in
Sidoarjo. The total number of MSMEs
leather on Cooperative INTAKO was 307.
The sampling technique used in this study
purposive sampling techniques, taking into
account the following requirements:
1. Employers who have employees’ < 99
people
2. It has a wealth of < 10 billion, excluding
land and buildings: or having an annual sales
turnover < 50.000.000.000.
3. Entrepreneurs act as the main manager
that has responsibility for the success or
failure of the business.

The sample determination is domne by us-
ing Slovin Formula as the following.

N
TN )
where:
n : sample number
N : population number
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Table 2
Use of ICT by MSMEs in Business Operation (n=76)
Use of ICT Percentage
Computers : 32.9%
1 Typing 10.5%
2 Counting 15.8%
3 Accounting application 7.9%
4 Design Process 18.4%
5 Sales transaction 13.2%
Internet 39.5%
1 Market information 23.7%
2 Design Information 28.9%
3 Promotion media 13.2%
4 Communication 10.5%
5 Online transaction 13.2%
Source: Processed data.
Table 3
IT Adoption based on MSMEs Characteristics (n = 76)
e Percentage
Company Characteristics Computer Internet

Age of Company <5 years 35.3% 35.3%

5—15 years 26.1% 34.8%

> 15 years 36.1% 44.4%

Total Employees < 5 people 17.0% 25.5%

5 —49 people 56.0% 60.0%

> 50 people 75.0% 75.0%

Per year Turn Over < 300 million 20.5% 28.2%

300 million — 2.5 billion 40.9% 48.6%

> 2.5 billion 100% 100%

Source: Processed data.

d : sampling error. (Husein Umar 2004)
Thus, the total of the sample is 76 MSME:s.

Data Collection and Analysis

The data were collected through some ways
such as (1) Interview, (2) Questionnaire.
These were analyzed using descriptive sta-
tistical analysis techniques.

DATA ANALYSIS AND DISCUSSION
Adoption of IT

The intensification of IT adoption by SMEs
appears to be indicated by the percentage of
use of computers and the Internet in the
company's operations. Table 2 shows that
the use of computers in business activities
by SMEs involved only 32.9% of business
units. Each of SMEs uses computers in the
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company operational activities. They mostly
used it to aid the design process, the rest of
them use computers to help sales transac-
tion, typing, and accounting application pur-
poses.

On the other side, the use of IT, espe-
cially the Internet by MSME:s is to support
the company's operations a bit higher that is
39.5%. The use of internet is to support the
company's activities in which it is not done
using their own computers. They could rent
in the internets cafe around them to save
costs. In generally, they use internet to sup-
port the business operations in order they
seek information about the product design,
market information for promotion, for com-
munication with customers or business part-
ners.
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Table 4
Reasons MSMEs to Adopt I'T (n =76)
Reasons Agree

Increasing Competitive Advantage

1 Extend market segment 90.8%

2 Customer service improvement 92.1%

3 Accelerate Market response 75.0%

4 Increasing sale 78.9%
Performance Improvement

1 Information quality 78.9%

2 To ease transaction process 72.4%

3 Customer relationship 68.4%

4 To make the marketing cost efficient 39.5%
External Driving Factors

1 Business partners 65.5%

2 Competition demand 65.8%

3 Customer expectation 55.3%

Source: Processed data.

The distribution of IT adoption by SMEs
characteristics is shown in Table 3. Al-
though using internet is not identical to us-
ing computer, the distribution of internet
usage by the companies characteristics show
a pattern that is not much different from the
distribution computer usage. The use of
computers is increasing due to older compa-
nies, number of employees, and the turnover
of the company.

The higher the number of employees is,
the higher the resources owned is. As a re-
sult, the company has even greater capabili-
ties. This finding is consistent with research
on the use of ICT by SMEs conducted by
Acar et al. (2005) which indicates that the
size of the organization is one of the organ-
izational characteristics that influence the
adoption of IT.

Reasons for Adopting IT

IT application in a company can provide
benefits to improving the competitiveness of
enterprises. As shown in Table 4, the man-
agers of the company in general realize that
the use of IT can help increase their com-
petitive advantage. The respondents mostly
suggest that IT can increase the competitive-
ness of enterprises in the form of expanding
market opportunities, improved customer
service, increase market responsiveness and
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sales is the reason for SMEs to adopt IT.

The results of this study support the re-
search by Budi Hermana (2005) who con-
cluded that IT is viewed as a medium to ob-
tain knowledge and information as well as
tools to carry out business processes. IT
adoption can drive the pace of innovation.
The goal of the pace of innovation is in-
creasing the performance as one indicator of
the competitiveness of enterprises.

The highest percentage of the reason us-
ing IT is to improve the quality of customer
service that is 92.1%.. They think that it is
important factor in enhancing the competi-
tiveness of enterprises. Such evidence sup-
ports the research by Arief Rahmana (2009)
which states that the use of IT for SMEs is to
increase productivity which ultimately leads
to an increase in the competitiveness of en-
terprises. One strategy to improve the com-
petitiveness of enterprises is the use of IT.
With the utilization of IT, the companies can
increase export opportunities. One of the
main reasons for the company's use of IT is
also to improve company performance. The
managers of the company in general under-
stand that the use of IT for the company is to
help improve their business performance.

Most of the managers perceive that one
of the reasons why companies need IT is due
to the company's IT that improves the qual-
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Table 5
Factors Hindering IT Adoption (n =76)
Hindering Factors Agree
Cost Constraint
1 Initial Investment Cost 60.5%
2 Maintenance Cost 56.6%
3 Limited Fund 68.4%
Human Resource
1 Limited Knowledge 60.5%
2 Limited Technical Skill 57.9%
IT Complexity
1 Program is difficult to learn 53.9%
2 Program is difficult to operate 56.6%
3 Limited manuals 60.5%

Source: Processed data.

ity of information for the leaders, to help
process sales transactions and to improve
relationships with customers. The empirical
evidence reinforces research that one of the
reasons that encourage the adoption of IT for
SME:s is the perception of the benefits of IT
(Kannabiran and Dharmalingam 2012).

Yet, only a small number of the respon-
dents agree that the use of IT can reduce the
cost of marketing. One of them is caused by
the conventional offline sales which still
dominates the sales process for almost all
SME:s. Few of them do the business by sales
online system. This finding is consistent with
studies of adoption of e-commerce for SMEs
in Vietnam that was done by Huy et al. (2012)
who found that perceptions of the relative
benefits of e-commerce for decreasing cost
does not provide a significant role in the adop-
tion of e-commerce for SMEs in Vietnam.

In this context, the process of IT adoption
can not be separated from the external influ-
ence which provides inspiration for the man-
agers of the company for using IT. Table 4
indicates that most respondents agree that
some external factors are factors that can be a
driving force for SMEs to adopt IT. Of the
three factors, the demand of the competition
is the driving factor that has the greatest per-
centage (68.1%) compared to other factors
that boost a business partner and customer
expectations, which is relatively lower.

The evidence above reinforces the re-
sults of research on the determinants of
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adoption of e-market for SMEs in Australia
finding that external factors that boost busi-
ness partner and competitor pressure are the
factors which significantly influence the
adoption of e-market for SMEs in Australia
(Duan, Deng and Corbitt 2012).

Factors Hindering IT by SMEs

One of the factors hindering the adoption of
IT is cost constraints. Table 5 shows that, in
general, cost constraints is a constraint for
SMEs to implement IT. The cost constraint
i1s considered as factor hindering the adop-
tion of IT that is the limited amount of funds
allocated by the company. This is the biggest
factor by the number of respondents reach-
ing by 68.4%.

The finding above reinforces the results
of research on IT adoption obstacles of e-
business in Pakistan by Syed (2012) which
concludes that one of the obstacles to adopt
IT is the lack of financing. The SMEs do not
have sufficient funds to invest in information
and communication technology.

IT is a tool that is used to assist people
in fulfilling their job efficiently and effec-
tively. Therefore, the adoption process de-
pends heavily on human resources to operate
or benefit the technologies. Table 5 shows
that most respondents (60.5%) agreed that
the lack of knowledge of employees is one
of the factors hindering the IT adoption for
SMEs. In addition, in terms of technical ex-
pertise, most of the respondents (57.9%) also
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Figure 4
IT Adoption Pattern by MSMEs
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agreed that the limitations of these skills can
be the obstacle in IT adoption.

The evidence above supports the results
of research in Nigeria which identified a
lack of expertise of the employees as a factor
that contributes to the obstacle in the process
of IT adoption for SMEs in Nigeria (Apulu,
Latham and Moreton 2011). The simplicity
of the technology for users can therefore
help to facilitate its operation. So, IT can
also be a barrier for the companies when it is
viewed as a complex tool to use.

Table 5 shows that the majority of re-
spondents’ complexity towards is a factor that
could hinder the IT adoption. The limited
manual book of IT is even the most crucial
factor to be considered by the respondents
with the percentage of 60.5%. The result sup-
ports the research about the determinants of
adoption of e-commerce in SMEs in Vietnam
by proving that the complexities of techno-
logical innovations negatively affect the
adoption of e-commerce, means complexity
of technology as a constraint for SMEs to
adopt e-commerce (Huy et al. 2012).

IT Adoption Patterns for MSMEs

The IT adoption which is done in a company
is a very complex process. In order to en-
hance the competitiveness of enterprises, the
adoption of information technology in an
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IT Adoption

SME based on several factors. Based on the
analysis of data related to information tech-
nology adoption based on characteristics of
SMEs, analyzes data on the reasons that drive
the adoption of information technology as
well as factors inhibiting the adoption of in-
formation technology for SMEs, so in this
study identified several factors that deter-
mines the adoption of information technology
is the individual characteristics, the character-
istics of technology, corporate context, and
environmental context. This pattern of IT
adoption of MSMEs is shown in Figure 4.
From Figure 4, it is clear that the first
factor is the characteristics of the individual,
the individual's background as decision mak-
ers who determine whether the company
needs to make the adoption of IT or not. The
level of education provides better insights for
leaders in assessing the role of IT to improve
the competitive advantage. In addition, an
individual perception about the benefits of IT
determines their attitude towards the adoption
of IT. The second factor is the characteristics
of IT. Conformity with the functions of IT
operations is an important factor in the deci-
sion of adopting IT. The company should
select technologies that can support the
smooth and efficient operation of the organi-
zation. Similarly, most people will favor
technologies that are not too complicated.
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The company context is related to hu-
man resource readiness and preparedness of
budget or financial resources to support the
process of IT adoption. Readiness of human
resources, especially the employees to oper-
ate the information technology is a very im-
portant consideration for SMEs to determine
whether or not to adopt IT. Thus the IT
adoption requires no small a lot of money
for the cost of the initial investment and op-
erating costs. The readiness of the com-
pany's budget for the IT adoption allocation
is one of the important factors in determin-
ing the decision to adopt such IT in SMEs.

In the competitive condition, external
factors in the organization are also crucial
factors. Therefore, in order to enhance the
competitiveness of the organization, both in
terms of operating efficiency to reduce the
cost, the design of the product conformity and
the needs of consumers as well as to improve
the quality of service to our customers must
also be paid attention by the company. Such
environmental context in this study relates to
the demands of competition, customer de-
mand, and boost business partners.

Discussion

It is evident that IT adoption for SMEs is
still very low. They adopt IT for supporting
their operational activities of the company
which is less than 40%. This evidence rein-
forces the research by Fathful and Linda
(2007) who found that the degree of IT
adoption for SMEs in Indonesia is still very
low. The analysis also reveals that the de-
gree of IT adoption is parallel with the num-
ber of employees and annual turnover gener-
ated by the company. As such, the more the
number of employees is and the greater sales
volume is. The degree of IT adoption in that
condition also increases.

Another empirical data also provides evi-
dence that there are three reasons that encour-
age SMEs to adopt IT, the perception of the
benefits of technology to improve the com-
petitiveness of enterprises, the perception of
the benefits of IT in improving the perform-
ance of the company as well as external fac-

23

Volume 16, No. 1, April 2013, pages 13 — 26

tors outside the company. Every company
must try to implement IT in their companies.
For SMEs, they can benefit it from the ability
of IT to help improve competitiveness and
improve company performance.

The above finding supports research on
the determinants of adoption of e-market for
SMEs in Australia conducted by Duan et al.
(2012) concluded that the benefits of direct
positive effect on the adoption of e-market
for SMEs in Australia. In addition to internal
factors, SMEs also received encouragement
and pressure from outsiders, namely com-
petitors, business partners, and customers
who have contributed to the consideration
for SMEs to adopt information technology.

This study supports previous research
that the most common reason for the adop-
tion of IT is to be able to survive, enhance
growth, and improve competitiveness and
innovation (Nguyen 2008). Even though
internal factors and external factors the
companies are very strong, the adoption of
IT will not automatically be done by the
company. There are several factors that can
hinder the IT adoption for SMEs. At least
two factors were a barrier for SMEs to adopt
information technology.

Factors hindering IT adoption are
mainly composed of cost constraints and
human resource constraints. For SMEs, the
costs for the initial investment, the cost of
maintenance of information technology and
the limited amount of funding are becoming
dominant for most SMEs. These findings
support the results of the study and Linda
Fathful (2007) who state that another reason
that a barrier to IT adoption for SMEs are
cost and capacity constraints related to hu-
man resources. These require attention.

Other four factors are identified in IT
adoption such as individual characteristics,
characteristics of the technology, the com-
pany context, and environmental context. An
individual characteristic is associated with
an educational background as well as the
leader of the leader's perception of the bene-
fits offered by information technology for
the company. Characteristics of technology
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refer to technology compatibility for compa-
nies as well as an ease to operate. The com-
pany context relates to the availability of
financial resources and readiness of human
resources to support the implementation of
information technology.

The environmental context is an external
factor that consists of tight competition, cus-
tomer demand, and business partners to
adopt information technology. Industrial
bags and shoes in leather craft centers in
Tanggulangin are manifested by business
unit, mostly micro businesses with limited
manpower and funding. Though most SMEs
have sufficient educational background,
good perception of the benefits of IT, as well
as be aware of the external factors largely
boost MSMEs to have such constraints such
as, this HR readiness funding limitations.

Such evidence is in line with the previ-
ous research conducted by Fathful and Linda
(2007) that there are four factors that deter-
mine the IT adoption for SMEs, the SME
characteristics, strategies and competencies
of SMEs, the influence of internal and exter-
nal parties, as well as the characteristics of
the technology. This study also supports re-
search by Huy et al. (2012) who found that
the IT adoption in particular e-commerce is
influenced by the characteristics of the tech-
nology, organizational characteristics, and
environmental characteristics.

CONCLUSION, IMPLICATION, SUG-
GESTION, AND LIMITATIONS

The IT adoption for SMEs in the bags and
suitcases crafts centers in Tanggulangin is
relatively low. The IT adoption is is mainly
done to create, design, search the market,
and find a new design. In addition, the main
reason that encourages IT adoption in SMEs
is due to the benefits of IT that is to improve
competitiveness, their performance, and the
encouragement of external factors.

On the contrary, the handicaps for SMEs
to adopt IT are due to cost constraints, hu-
man resource, and IT complexity. There are
four factors that determine the IT adoption
for SMEs, such as individual characteristics,

24

Model of IT Adoption ... (Nurhadi)

IT characteristics, company context, and
environmental context. For SMEs in the bag
and suitcase craft centers in Tanggulangin
are still having obstacles related to HR ex-
pertise and financial resources limitations, as
well as to lack of interviews of potential
business owners of IT for the company.

It is perceived that the benefits of IT in
helping to reduce the cost of marketing can
affect the intensity of the behavior of SMEs
in adopting IT to support marketing, specifi-
cally for the promotion, booking and online
sales transactions. As a result of the IT adop-
tion, there will not be significant benefits in
improving marketing performance, specifi-
cally to penetrate the market beyond the lo-
cal market which has been the target of their
marketing.

Though the managers know the value of
IT for SMEs to enhance the competitiveness
of enterprises, they are still being lack of
funding and human resources expertise. This
makes them find difficulty to adopt IT. The
limited funds, especially for micro and
small-scale industries do not allow them to
allocate adequate funds to adopt IT. How-
ever, the limited human resources skills and
expertise among SMEs led to the use of IT
but it can not be done optimally to support
business operations.

This is a preliminary study revealing the
portrait of IT adoption for SMEs. Therefore,
it only analyzes ed descriptively to generate
preliminary information such as the degree
of adoption of information technology by
SMEs characteristics, and describes factors
driving and hindering factors as well as the
IT adoption pattern for SMEs. As such it
does not provide more information related to
direct relationship among the variables. This
study is limited in terms of the population,
which is only done on SME manufacturing
sectors, particularly in bag and suitcase craft
centers in Tanggulangin. Therefore the evi-
dence may not necessarily represent the
phenomenon of IT adoption in other sectors.

It is required that the SMEs improve
their ability of IT adoption. The program can
include SME development by providing in-
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sights for owners and managers related to
the importance of the potential of IT. They
should overcome the constraints of human
resources for managers and employees by
giving training and guidance of using IT.
Similarly, they also need to design a network
IT usage among the members by means of
the cooperative facilities of INTAKO to
cope with limited funds.

Further study needs to consider a wider
scale of research involving several sub-sectors
of manufacturing and others in order to pro-
vide a more comprehensive analysis. In addi-
tion, it is also necessary to involve other fac-
tors that influence the IT adoption and their
effect on the competitiveness of MSME:s.
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