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Abstract.

Micro, small, and medium enterprises (MSMEs) is the economic sector that contribute
significantly to Indonesia’s economic stability and growth, yet they often face challenges
in accessing opportunities to purchase government goods due to strict certification
processes. This study examines the implementation of the Domestic Component Level
(TKDN) certification policy for manufacturing MSMEs in Bogor Regency, Indonesia.
Using Edward IlI's policy implementation model, this research explores four key factors
affecting policy effectiveness: communication, resources, disposition of implementers,
and bureaucratic process. Data were collected through document analysis and
in-depth interviews with government officials, members of the Reformasi Birokrasi
team, and MSME’s representatives. The results highlight significant challenges in
digital literacy, resource allocation, and bureaucratic process, which restrict MSMEs
from obtaining TKDN certificate. Moreover, while there are positive initiative among
government officials to enhance the process, limited technical training is affecting
the outcome quality after support provided to MSMEs. Results indicate the need for
improved communication strategies, improved resources capability, and streamlined
administrative procedures to foster greater MSME participation in government goods
procurement. This research advances our understanding of policy implementation by
emphasizing the necessity of adaptable frameworks that address technological and
administrative disparities within target groups.

Keywords: MSMEs, manufacturing, TKDN certification, policy implementation, Edward
Il policy model

1. INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in the economic
development of the country, particularly in developing economies like Indonesia [1,2].
They already exist for long period to be the primary engine of economic growth in
Indonesia. The contribution of MSMEs to job creation, income distribution, and national

economic resilience is widely recognized [3,4,5]. As of August 2023, MSMEs contributed
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around 61% of Indonesia’s Gross Domestic Product (GDP), equating to IDR 9,580 trillion,
and provided jobs to 97% of the national workforce [6], [7]. This demonstrates their
crucial role in ensuring economic stability and promoting inclusive growth, highlighting
the need for supportive policies to maximize their impact on the national economy.

In Indonesia, the economic structure has remained stable over recent years, with the
manufacturing sector maintaining its position as a primary economic driver. In 2023,
manufacturing accounted for 18.67% of the GDP, or IDR 3.9 trillion [8]. This sector involves
transforming raw materials from agriculture, forestry, and mining into finished or semi-
finished products, thus adding value and boosting the competitiveness of Indonesian
goods in global markets. MSMEs, particularly in manufacturing, contribute significantly
to these processes by engaging in global value chains, allowing them to access new

markets, adopt advanced technologies, and benefit from economies of scale [9].

TABLE 1: Gross Domestic Product (GDP) at 2010 Current Prices by Industry, 2023

Industry fu?o'il(ﬁi')"m Distribution(%)
A. Agriculture, Forestry, and Fishing 2,617,670.00 12.53%

B. Mining and Quarrying 2,198,018.10 10.52%

C. Manufacturing 3,900,061.70 18.67%

D. Electricity, Gas, Steam and Air Conditioning Supply 218,250.90 1.04%
ié\:?ljiieer:upply, Sewerage, Waste Management and Remediation 13.285.30 0.06%

F. Construction 2,072,384.80 9.92%

G. Wholesale and Retail Trade; Repair of Motor Vehicles and

2,702,445.60 12.94%
Motorcycles

H. Transportation and Storage 1,231,241.90 5.89%
I. Accommodation and Food Service Activities 526,263.50 2.52%
J. Information and Communication 883,637.00 4.23%
K. Financial and Insurance Activities 869,167.80 4.16%
L. Real Estate Activities 505,457.40 2.42%
M,N. Business Activities 383,091.90 1.83%
O. Public Administration and Defence; Compulsory Social Security 616,444.40 2.95%
P. Education 583,612.40 2.79%
Q. Human Health and Social Work Activities 251,998.50 1.21%
R,S,T,U. Other Services Activities 405,191.50 1.94%
Gross Value Added of Basic Price 19,978,222.70 95.62%
Taxes less Subsidies on Products 914,154.00 4.38%
Gross Domestic Product 20,892,376.70 100.00%
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To strengthen the role of MSMEs, the Indonesian government has implemented
several strategic and policies that designed to improve their capacity and competi-
tiveness. Key legislative measures include the Job Creation Law (Law Number 11 of
2020) and Presidential Regulation Number 12 of 2021, which highlight the government’s
commitment to supporting MSMEs and promoting local products [10]. These regulations
have expanded MSMEs’ access to government goods procurement by increasing the
procurement project threshold from IDR 2.5 billion to IDR 15 billion and mandating that
at least 40% of government procurement budgets be allocated to MSME products [11].
Moreover, to Support Bangga Buatan Indonesia (Proud of Indonesian Products/BBI)
National Movement for Government Goods/Service Procurement, launched by Presi-
dential Instruction Number 2 of 2022 on Acceleration of Domestic Product and Micro
Enterprise, Small Enterprise, and Cooperative, the government actively encourages to
using domestic products, aiming to bolster their competitiveness both locally and inter-
nationally [12]. This movement not only aims to increase the consumption of domestic
goods but also seeks to position Indonesian products as competitive options in the

global market.

Central to these initiatives is the Program to accelerate domestic product use inten-
sification and empowerment of micro enterprises, small enterprises, and cooperatives
which promotes the utilization of local materials and components across various sectors
[5]. A key aspect of P3DN is the Domestic Component Level (TKDN) certification, which
quantifies the local content in products and services. TKDN certification is designed
to improve the competitiveness of Indonesian products, as certified goods receive
preferential treatment in government goods procurement. For manufacturing MSMEs,
obtaining TKDN certification offers new opportunities to engage in government projects,

thus enhancing their participation in the domestic economy.

In 2022, the Ministry of Industry introduced Industry Regulation Number 46 of 2022
on the Provisions and Procedures for Calculating TKDN Values for Small Industries,
establishing specific requirements and procedures for the assessment of TKDN content,
with a particular emphasis on small enterprises [13]. This regulation serves as an incen-
tive for MSMEs to enhance their production capacity and product quality to meet the
standards required for TKDN certification. Moreover, to reduce barriers of certification,
the government has facilitated access to this process by offering complimentary services
through the National Industrial Information System (SlINas). This initiative aims to pro-
mote greater participation of MSMEs in government goods procurement by simplifying

the certification process and making it more accessible to small industries.
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Figure 1: Business Actors in the Manufacturing Sector in Bogor Regency, 2024.

Despite these policies, the uptake of TKDN certification among MSMEs in Bogor
Regency remains low. In 2023, only 55 of the 1,164 MSMEs in the manufacturing sector,
or 4.73%, had obtained TKDN certification. This gap suggests that challenges persist,
including limited access to information, complexity in the certification process, and
resource constraints, which prevent MSMEs from meeting certification requirements.

Addressing these challenges is crucial to ensuring that MSMEs can fully participate in

the P3DN program and contribute to its goals.

TKDN Certification in Bogor Regency, 2023

M The number of MSMEs that
have obtained TKDN

certification
M The total number of MSME

actors

Figure 2: TKDN Certification in Bogor Regency, 2023.

Therefore, this study aims to analyze the implementation of the TKDN certification pol-

icy for MSMEs in Bogor Regency. Using Edward llI’s policy implementation model, which
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assesses communication, resources, implementers’ disposition, and bureaucratic struc-
ture, this research seeks to identify the factors contributing to low certification uptake
and provide recommendations for improvement [14]. Understanding these dynamics,
the study contributes to more effective policy implementation and enhanced support

for MSMEs in the region.

2. THEORETICAL STUDY

2. Public Policy

Public policy is a deliberate system of principles and courses of action adopted by gov-
ernmental bodies to address public issues. The policy-making process encompasses
several stages: problem identification, policy formulation, adoption, implementation, and
evaluation. Public policy serves as a means through which the government responds to
societal needs and promotes the welfare of its citizens. A well-formulated public policy
should address not only the immediate issues but also anticipate future challenges
while considering the political, social, and economic context.

In modern governance, the design and implementation of public policies must involve
a participatory approach, ensuring that the interests of various stakeholders are con-
sidered. This is particularly relevant in the context of MSMEs, where public policy can
significantly impact their growth and development. Policies such as government goods
procurement, financial support, and capacity-building programs are crucial for enabling
MSMEs to compete in local and international markets.

However, the success of public policy is contingent on its implementation. The
greatest challenge in public policy often lies in translating policy decisions into practical
actions. In this regard, the field of policy implementation has emerged as a vital area
of study. Understanding the complexities involved in policy execution is essential for

improving governance and ensuring that policies achieve their intended outcomes.

2.2. Policy Implementation

Policy implementation refers to the process of converting policy decisions into opera-

tional actions and achieving the desired outcomes. It is the stage in the policy cycle
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where the theoretical aspirations of a policy are tested against practical realities. Imple-
mentation involves various actors, from government agencies to private sector partic-
ipants, as well as the targeted beneficiaries. The success or failure of a policy largely
depends on the effectiveness of its implementation, and several factors can influence
this process, such as the clarity of the policy, the allocation of resources, and the capacity
of the implementing institutions.

The Edward lll model is among the most influential frameworks for analyzing policy
implementation, focusing on four critical variables that determine the success of a policy:
communication, resources, disposition of implementers, and bureaucratic structure. As
noted by Nugroho in Manyoe, Edward llI's model emphasizes that to achieve effective

and impartial policy execution, it is essential to consider these four aspects [15].

1) Communication: Effective communication between policy formulators and imple-
menters is essential. Policies must be communicated clearly to ensure that the
implementers fully understand the policy’s objectives, requirements, and proce-
dures. Miscommunication or ambiguity can lead to inconsistent implementation or
even non-compliance. Furthermore, continuous communication between the dif-
ferent stakeholders—such as government officials, MSME actors, and certification

bodies—ensures alignment and reduces resistance to the policy.

2) Resources: Adequate resources are critical to policy success. These include not
only financial resources but also human, technical, and material resources. For
policies like TKDN certification, MSMEs require financial support, technical assis-
tance, and access to the necessary tools and training to meet the certification
standards. A lack of resources often hampers the implementation of policies, as
implementers may struggle to provide the required services or the target group

may find it difficult to comply with the policy’s demands.

3) Disposition: The attitude and commitment of the policy implementers play a vital
role in determining the success of policy implementation. If the implementers—
whether government officials or certification bodies—are not fully supportive or
do not have a positive disposition toward the policy, its implementation may be
hindered. This is especially important in contexts where policies introduce new
procedures, such as the certification processes for MSMEs, which may require

significant changes in behavior or additional workload for the implementers.
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4) Bureaucratic Structure: The structure and efficiency of the bureaucracy tasked with
implementing the policy can either facilitate or obstruct its success. An overly com-
plicated bureaucratic process, lack of coordination between agencies, or inflexi-
ble administrative procedures can delay or frustrate policy implementation. Con-
versely, a streamlined, well-coordinated bureaucratic structure can ensure that
the necessary steps are taken efficiently, thereby improving compliance and out-
comes. In the context of TKDN certification, multiple agencies and stakeholders
are involved, and their coordination is essential to ensuring a smooth process for

MSMEs.

The Edward Ill model provides a comprehensive framework for analyzing the key
factors that influence policy implementation. By evaluating these four variables, poli-
cymakers can identify gaps in the implementation process and develop strategies to
address them. This study applies Edward llI's model to assess the implementation of
the TKDN certification policy for MSMEs in Bogor Regency and to explore how these

factors impact the overall effectiveness of the policy.

2.3. Micro, Small, and Medium Enterprises (MSMEs)

MSMEs are defined as enterprises with a certain level of annual sales turnover, number
of employees, and assets. In Indonesia, MSMEs have been categorized into three groups
based on these factors: micro enterprises, small enterprises, and medium enterprises.
This sector is recognized for its flexibility and ability to adapt to market changes. MSMEs
are particularly important in developing economies because they provide a substantial
proportion of jobs, enhance social stability, and contribute to poverty reduction.
MSMEs are also seen as a key driver for innovation and economic growth. They have
the potential to add significant value to local economies, particularly in sectors like
manufacturing, where they contribute to the production of goods that incorporate local
materials and labor. However, MSMEs face several challenges, including limited access
to finance, inadequate infrastructure, and low levels of technology adoption. Moreover,
their small scale often means that they struggle to meet the standards required to

compete in larger markets, both domestically and internationally.

Government policies to accelerate domestic product use intensification through

TKDN certification are strategically designed to address some of these challenges by
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offering incentives and support to MSMEs. Through such policies, MSMEs are encour-
aged to participate in government goods procurement and improve their production
processes to meet domestic content requirements. However, as the implementation of
these policies involves multiple actors and complex procedures, MSMEs often struggle
to take full advantage of the opportunities provided, necessitating a more nuanced

approach to policy execution.

2.4. Program to Increase Domestic Product Use Intensification
(P3DN)

The Program to Increase Domestic Product Use Intensification (P3DN) is a strategic ini-
tiative by the Indonesian government to promote the use of locally produced goods and
services in government goods procurement. The program aims to reduce dependency
on imports, enhance the competitiveness of domestic products, and support national
industrialization efforts. The P3DN program is aligned with broader economic goals
to increase national resilience and foster economic independence by leveraging local
resources.

At the heart of the P3DN program is the TKDN certification system, which incen-
tivizes industries to incorporate more domestic components into their products. The
certification helps ensure that local businesses, particularly MSMEs, can compete for
government contracts and benefit from government goods procurement processes. The
government has mandated that a minimum of 40% of government goods procurement
must consist of products and services from MSMEs, with preference given to those
with high TKDN ratings. This provides a significant opportunity for MSMEs to grow and
expand, but it also places a burden on them to comply with certification requirements,

which can be financially and technically challenging.

2.5. Domestic Component Level (TKDN)

The Domestic Component Level (TKDN) is a measure used to assess the proportion of
local contentin goods and services produced in Indonesia. TKDN certification is a critical
element of the P3DN program and is required for businesses seeking to participate in
government goods procurement processes. TKDN is calculated by the ratio of domestic

inputs to total production inputs, expressed as a percentage. The higher the TKDN value,
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the more a product is considered locally produced, and the greater the preference it

receives in procurement decisions.

The calculation of TKDN involves assessing three key aspects:

1) Material: The use of local raw materials and components in the production process.
2) Labor: The employment of local labor in production.

3) Overhead: The use of local infrastructure and services to support production.

Achieving a high TKDN value can be a challenge for MSMEs, especially those that
rely on imported materials or lack the technical capacity to meet certification standards.
However, obtaining TKDN certification opens up opportunities for MSMEs to access new
markets and increase their competitiveness. The government’s initiative to provide free
TKDN certification through the SlINas is aimed at reducing the barriers to certification
and promoting greater participation from MSMEs.

By integrating the TKDN certification into its broader industrial policy, the Indonesian
government seeks to stimulate the growth of domestic industries and promote economic
self-sufficiency. For MSMEs, the TKDN certification is not only a pathway to increased

market access but also a means of improving product quality and competitiveness.

3. METHODS

This study employs a qualitative descriptive approach to analyze the implementa-
tion of the TKDN certification policy for manufacturing MSMEs in Bogor Regency.
Edward llI's policy implementation model serves as the framework for evaluating the
key factors influencing the success or failure of the policy. Data collection involved in-
depth interviews and document analysis to gather comprehensive insights from relevant

stakeholders, including government officials, MSME owners, and public policy experts.

34. Data Collection

In-depth Interviews: Interviews were conducted with structural officials from the Depart-
ment of Trade and Industry in Bogor Regency, members of the Reformasi Birokrasi
Team, and MSME representatives who successfully obtained TKDN certification in 2024.

These interviews aimed to explore the communication strategies, resource allocation,
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disposition of implementers, and the bureaucratic structures influencing the TKDN cer-
tification process. The interviews were conducted both face-to-face and via telephone,
depending on the availability and preferences of the participants. Each interview session
lasted between 30 to 60 minutes, focusing on specific themes aligned with Edward
lII's model, such as clarity of policy communication, access to support resources, and

procedural challenges in the certification process.

Document Analysis: Relevant policy documents, official reports, and statistical data
were reviewed to provide contextual insights into the implementation process. Docu-
ments from the Department of Trade and Industry, as well as internal reports from the
Reformasi Birokrasi Team, were analyzed to support the interview findings and provide
a more comprehensive understanding of the challenges faced by MSMEs. This analysis

also facilitated cross-referencing with the information gathered from interviews.

3.2. Data Analysis

The collected data were analyzed using the interactive analysis model by Miles, Huber-
man, and Saldana [16], which involves three key stages: data reduction, data presen-
tation, and conclusion drawing/verification. During the data reduction phase, irrelevant
information was discarded to focus on data relevant to communication, resources, imple-
menters’ disposition, and bureaucratic structures. Qualitative data, including interview
transcripts and document excerpts, were categorized and coded according to these
themes. The findings were then organized into narrative and tabular formats to facilitate
easy interpretation.

Cross-verification was conducted through triangulation, comparing data from different
sources (interviews and documents) to ensure the reliability of the results. This approach
allowed for a detailed exploration of how the TKDN certification policy is implemented
in Bogor Regency and provided insights into factors affecting policy uptake among
MSMEs.

4. RESULT AND DISCUSSION

This study evaluates the implementation of the TKDN certification policy for MSMEs in
Bogor Regency using Edward IlI’s policy implementation model. The model emphasizes
four key variables: communication, resources, disposition of implementers, and bureau-

cratic structure. Interviews with government officials, MSME owners, and certification
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bodies offer a comprehensive view of the challenges and successes in implementing

the TKDN policy.

41. Communication

Effective communication is critical to the successful implementation of the TKDN policy.
According to interviews, one significant challenge faced by the Department of Trade
and Industry in Bogor Regency is the limited digital literacy among MSME operators. The
certification application process requires the use of the National Industrial Information
System (SlINas), which is optimized for computers or laptops. Many MSMEs, however,
are unfamiliar with these digital processes, as highlighted by government officials who
noted limited human resource capacity in digital communication.

Additionally, while information regarding the TKDN certification is available through
the Department, MSME owners expressed that they first learned about the certification
from government outreach but were largely unaware of its benefits. This indicates a
need for improved outreach on the advantages of certification to stimulate greater
interest. MSMEs also found certain steps in the certification process, particularly the
semi-annual production reporting on SlINas, to be cumbersome due to the extensive
data input required. This suggests that although communication efforts exist, adjust-
ments are needed to ensure clarity and accessibility, particularly in guiding MSMEs

through digital submission processes.

4.2. Resources

The resources available for supporting TKDN certification include technical assistance
and financial support. The local government provides training and mentoring through
SlINas, both online and in-class. However, resource limitations were noted by both

officials and MSME operators.

For the Department of Trade and Industry, the establishment of a specialized service
counter for TKDN certification, similar to services provided for ID registration, could
significantly streamline support for MSMEs. This would facilitate more direct assistance
and potentially increase certification uptake. MSMEs also highlighted the value of
technical guidance, particularly through workshops and mentoring on the certification

process. Expanded technical support and resources could further enhance the capacity
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of MSMEs to navigate the certification process, particularly if additional resources are

allocated for training sessions.

4.3. Disposition of Implementers

The attitudes and commitment of implementers are crucial for the effective execution
of the TKDN policy. Government officials recognized the economic impact of TKDN
certification on local economies and have promoted awareness within their teams.
However, they acknowledged that not all personnel are fully equipped with the technical
knowledge needed to adequately support MSMEs.

Positive interactions were reported by MSMEs regarding the attitudes of government
officials, who were seen as supportive throughout the process. The Department has
conducted internal dissemination sessions to reinforce the significance of TKDN cer-
tification, emphasizing its benefits for the local economy. Ensuring ongoing training
for officials about the technical aspects of TKDN could enhance support and make

interactions with MSMEs even more effective.

4.4, Bureaucratic Structure

The bureaucratic procedures for TKDN certification present certain challenges for
MSMEs, particularly those unfamiliar with formal processes. Government officials
pointed out that having an integrated system where MSMEs automatically receive
a SlINas account upon obtaining a Business Identification Number (NIB) would simplify
the certification process. This could potentially reduce steps and improve efficiency.
Additionally, providing local government access to monitor certification applications
could enable more responsive policy adjustments based on real-time challenges faced
by MSMEs. MSME owners, however, found the production reporting requirements par-
ticularly complex and data-intensive, which they cited as a significant bureaucratic
hurdle. Streamlining these reporting requirements or providing additional support to
navigate them would likely improve the experience for MSMEs and reduce procedural

bottlenecks.
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4.5. General Discussion

The findings from this study reveal that, despite concerted efforts to support TKDN
certification among MSMEs, several challenges persist. Improved digital literacy and
more accessible resources are needed to address gaps in communication. Additionally,
increasing financial and technical resources would enable more robust support for

MSMEs, particularly through expanded mentorship and training initiatives.

The attitudes of implementers have been generally positive, but there is a need
for enhanced technical training within government agencies to ensure consistent and
knowledgeable support. Lastly, the bureaucratic structure could benefit from stream-
lining, particularly through integrating SlINas registration with the NIB process and
simplifying data reporting requirements.

This study underscores the importance of tailored communication, sufficient resource
allocation, committed implementers, and efficient bureaucratic processes in the suc-
cessful implementation of TKDN certification. By addressing these areas, the govern-
ment can enhance the policy’s effectiveness and better support the growth of MSMEs

in Bogor Regency.

5. CONCLUSION

This study provides a comprehensive analysis of the implementation of the TKDN certi-
fication policy for MSMEs in Bogor Regency, utilizing Edward llII’s policy implementation
model. The research identifies key challenges and areas for improvement across four
crucial factors: communication, resources, disposition of implementers, and bureaucratic
structure. Through the lens of these variables, the study reveals that while significant
strides have been made to support MSMEs in obtaining TKDN certification, there remain
gaps that hinder the full potential of policy effectiveness.

The findings contribute to the body of scientific knowledge on policy implementation
by highlighting the importance of tailored communication strategies that consider digital
literacy limitations among MSMEs. This highlights the necessity for policy frameworks
to address varying levels of technological proficiency within target groups. The study
also emphasizes the need for adequate resource allocation, suggesting that financial
and technical assistance is vital to support MSMEs in navigating complex certification

processes.
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In terms of implementers’ disposition, the research confirms that positive and
informed initiative among government officials can significantly enhance policy uptake
among MSMEs. This adds to existing literature by reinforcing the role of implementer
commitment in successful policy execution. Furthermore, the analysis of bureaucratic
structures presents new insights on how to integrating automated systems, such as
linking SlINas with the Business Identification Number (NIB), can streamline processes

and reduce procedural barriers for MSMEs.

Overall, this research advances the understanding of policy implementation by illus-
trating how Edward llI's model can be applied to specific regional contexts, particularly
in developing economies. The insights derived from this study can inform future policy
adjustments and aid in designing more inclusive and efficient public service frameworks

that effectively support MSME development.
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