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EXECUTIVE SUMMARY

1. Small and Medium Enterprises (SMEs) as a major component of the private sector play significant
role in local economic growth, employment creation and poverty reduction. In facing globalization era,
SME businesses have to consider many factors such as adoptions of more effective and efficient
technology, capability to meet market demands through product innovations, acquiring accurate and
timely information, and support of qualified and skilled human resources, which they do not have
sufficient capability to meet those conditions. Therefore, the SME businesses require more conducive
and supporting environment which can strengthen their capacities. The strong linkage program among
universities, local SMEs together with the support from local government is a main strategy for the
development of both SMEs and universities in Indonesia. However, up to now, many industries have
little knowledge about universities’ capability and positive role on their technology and product
development.

2. This study aims to provide a map for the JICA’s future strategy that describes problems, goals,
resources, and required support in developing cooperation between university, industry and regional
government. This study mainly focuses on the Engineering Faculty of 6 target universities, namely:
Gadjah Mada University in Yogjakarta (UGM), Andalas University in Padang (UNAND), Mataram
University in Lombok (UNRAM), National University of Makassar in Makassar (UNM), Nusa Cendana
University in Kupang (UNDANA) and Hasanuddin University in Ujung Pandang (UNHAS). These
national universities, located outside of the Jakarta City, have been fully examined for their potentials
in building full-scale and effective strong linkages between universities, industry and also local
government and creating conducive business environment where all three parties can play proactive
roles. This study also targets for 10 potential SMEs in each region where the universities are located to
identify their needs for linkage program. Furthermore, it also targets for five provincial governments
where the target universities are located.

3. In analyzing the engineering faculties’ competence, there are 3 parameters used in this study,
namely: Teaching Staff Competence Mapping, Teaching Activity Competence and Research Activities
Competence. As the result, the engineering faculty of UGM is top ranked with the highest teaching
staff composition by degree, if compared to other engineering faculties. However, the teaching staff
supply of this faculty is much lesser compared to the top ranked teaching staff supply by study
program, i.e. the engineering faculty of UNRAM. In terms of the ratio of number of students to study
program, the engineering faculty of UGM is the highest. However, in terms of the number of research
per student, the engineering faculty of UNDANA is ranked number 1 among the 6 target universities.

4. Concerning budget aliocation, it was found that there was a wide gap between annual budget for
education and research activities among the 6 universities. Indonesian national government only
allocated about 0.25% of GDP for R & D activities. Likewise, the universities allocated the budget more
for education (about 80%) than for research activities (about 20%). In order to increase the lack budget
for research activities, especially for SME development, the universities have carried out some
collaboration with large institutions, such as: BPPT, LIPI, international/national donors. Some target
universities have also carried out extensive collaborations on research with large state owned
enterprises or private companies such as: PERTAMINA, PLN, TELKOM, Semen Padang, etc. The
nature of collaboration between target universities and private sectors are varies. In general, the larger
Engineering Faculty with strong collaboration with private sectors has limited collaboration with SMEs,
while the Engineering Faculties of smaller universities have been paying more attention to SME
development.

5. IPR and Patent Right as one source of the university revenues is less facilitated, since the
registration process takes a lot of fund and time. It will be required a strategy on how to define and
simplify the process of IPR and Patent application. An IPR rule needs to be defined clearly in order to
protect the research staff who made the invention and to decide the royalty sharing among the
individual researcher, engineering faculty, university and stakeholders.
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6. To measure the effectiveness of a linkage program, profit and market size are used as the main
indicators. It is shown that all samples of industries in target provinces which implemented the effective
and efficient linkage program have obtained positive benefit on their performance, such as higher
revenue or market size. The clues are (1) SMEs does not working independently and (2) if university
develops effective linkages with local government , it will promote the growth of SMEs. The problem,
however, as data and result of interview show, although there is strong involvement of individual
teaching staff on SMEs development, a wide gap can be observed between the engineering faculty’s
R&D and the Industrial Technology Capabilities (ITC) of SMEs. This gap should be bridged through
various linkage programs conducted by faculty of engineering.

7. Some of identified factors that could influence the existing gap between ITC of SMEs and

engineering faculty/ university and/or local government are:

(1) From the beginning of the development of Research & Development Center of engineering faculty
or university was not designed to accommodate activities related to SMEs development

(2) Although the long term objectives are focused, the involvement of each stakeholder in SMEs
development is rather sporadic and uncoordinated. And to some extent, the result may bias due to
no following up activities or unclear profit sharing from the exhibition.

(3) Budget limitation in part of local government and university especially engineering faculty to
develop a formal long term linkages program,

(4) Local government is very often unintentionally create either difficult licensing or time consuming
legal documentation process in various areas

(5) Most of the universities especially engineering faculties are not familiar with handling the ITC of
SMEs although there have been some positive changes recently.

8. Finally, the major conclusion and recommendations on this study are as follows:

(1) The UGM has sufficient capability and strength to undertake such linkage program due to its
resources. Indeed, UGM as a well known nationwide university would become a solid benchmark
in linkage program if it is selected as a pilot project of linkage program. The university of UNHAS
would be good choice if to be selected as the second university to strengthen linkage program for
eastern region of Indonesia because of its geographical advantage. On the other hand, UNRAM
may be suitable for linkage program for Sunda Kecil Islands (Nusa Tenggara) due to its socio-
cultural and geographical location.

(2) In order to facilitate SMEs to have better access for higher technology, the university especially, its
faculty of engineering should play important roles to develop the existing technology and
entrepreneurship for SMEs through:

- Reorganizing the faculty study program with well prepared research plan and activities from
too much focused on collaboration with large corporations by taking more initiatives for the
development of SMEs.

- Increasing university budget allocation for technology oriented linkages programs. For the
latter, the university should request provincial government to allocate at least 2% of annual
budget.

(3) Develop a linkages program between universities with SMEs by developing a specific expertise
through strengthening SMEs center under faculty of engineering that could help SMEs improve
skilled-des gn, information technology management, management product quality according to
industrial standard.

(4) It can be concluded that, in general, SMEs who have experienced
collaboration through linkage program received more benefits compared
with the non collaborated SMEs. However, the SMEs’ technical transfer and



process need to be improved in order to maximize benefits to SMEs within
limited resources.
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