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This study aims to formulate a strategic model to strengthen the role of micro, small, and medium enterprises (MSMEs) in West Kisaran District, Asahan Regency, in enhancing their contribution to Gross Regional Domestic Product (GRDP) and regional development. A mixed-methods approach is employed, combining a survey of 120 MSME actors, in-depth interviews with relevant stakeholders, and SWOT analysis alongside the Analytic Hierarchy Process (AHP) to classify and prioritise strategies. The findings indicate that factors such as access to finance, digital literacy, marketing, and institutional support significantly influence the contribution of MSMEs to the local economy. The SWOT analysis positions MSMEs in West Kisaran District in a strategic position (Quadrant I), indicating strong growth potential if supported by appropriate strategies. The strategic priorities derived from AHP include product revitalisation, the development of MSME clusters, integration with the tourism sector, digitalisation programmes, and the strengthening of financing schemes based on People’s Business Credit (KUR). The study produces policy recommendations that can assist local governments and MSME actors in enhancing competitiveness and the sector’s contribution to regional economic development, with indicative targets of increasing MSME contributions to GRDP by 12% in the first year, 18% in the second year, and 25% by the fourth year.
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I. Introduction
The development of micro, small, and medium enterprises (MSMEs) is one of the principal pillars in strengthening both local and national economies. MSMEs play a crucial role in generating employment, improving community welfare, and promoting economic equity across Indonesia (Parluhutan, 2023). Given their significant contribution to Gross Regional Domestic Product (GRDP), the MSME sector has become one of the key strategies for addressing global economic challenges (Surya, 2021). The sustainability and competitiveness of MSMEs, especially in regions with strong local potential, therefore warrant increasing attention.
West Kisaran District in Asahan Regency, North Sumatra, has substantial potential for developing MSMEs based on local products, such as Sepatu Bunut, which is well known among local communities (Malawat, 2018). However, despite its good quality, this product has begun to lose popularity, particularly among younger generations who tend to prefer modern designs and trend-driven products (Gazzola, 2020). Consequently, efforts are needed to integrate design innovation and digital marketing in order to enhance the competitiveness of local products in the global market.
The MSME sector in West Kisaran faces several challenges, including limited capital, low digital literacy, and the absence of integrated marketing strategies (Saling., 2025). These constraints hinder many MSME actors from expanding their market reach and improving productivity. At the same time, the district has a strategic position as a commercial hub, which should provide opportunities to expand markets and increase contributions to the GRDP of Asahan Regency (Saputra, 2024). Therefore, it is important to develop a strategic model capable of addressing these challenges and enhancing the contribution of MSMEs to the local economy.
The revitalisation of local products such as Sepatu Bunut should be an integral part of the MSME development strategy in West Kisaran. Local speciality products with important cultural and historical value need to be repackaged with modern design elements to remain relevant in an increasingly competitive market. In addition, the development of MSME clusters covering various sectors such as culinary, handicrafts, and creative services needs to be prioritised to strengthen collective competitiveness (Sari, 2025). Through this approach, local products are expected not only to survive but also to grow and contribute more significantly to the regional economy.
To achieve these objectives, the integration of MSMEs with key sectors such as agriculture and processing industries is essential. Asahan Regency, known for its abundant agriculture and plantation sectors, has considerable potential to develop value-added processed products that can compete in domestic and international markets (Pambudi, 2023). Accordingly, MSME development strategies should involve these sectors to create higher value products with broader market potential (Rokhim, 2024).
Local government also plays a pivotal role in strengthening the MSME sector in West Kisaran. Through policies that support access to finance, streamlined licensing, and adequate infrastructure provision, governments can create a conducive business climate for MSME growth. Programmes such as People’s Business Credit (KUR) and financing schemes based on local institutions are particularly important to accelerate the development of micro and small enterprises (Ardhiansyah, 2025). Without consistent government support, MSMEs in this district will struggle to develop optimally.
As part of MSME development efforts, digital transformation has become inevitable. The utilisation of digital technologies in marketing, distribution, and product management can help MSMEs expand their market reach both domestically and internationally. Digital literacy training for MSME actors, particularly in the use of e-commerce platforms and social media, is therefore key to accelerating this transformation. In this regard, local government can serve as a facilitator by introducing and teaching relevant technologies to business actors.
To increase the contribution of MSMEs to GRDP and regional development, a strategic model is required that integrates critical aspects such as access to finance, product innovation, digital marketing, and institutional support. This model must be grounded in the local potential of West Kisaran and adapted to evolving market needs and characteristics (Sugiat,2020). With an appropriate model, MSMEs are expected to exert a greater impact on economic growth and income distribution in Asahan Regency.
Moreover, MSME development based on local potential will help strengthen the regional economic identity. For example, Sepatu Bunut—a signature product of West Kisaran—can serve as an icon representing local economic strength. Its development will not only improve product competitiveness but also enhance the district’s image in the eyes of consumers (Wang, 2024). Accordingly, marketing strategies must highlight local values while simultaneously meeting modern market demands.
Thus, strengthening the MSME sector in West Kisaran should not only focus on productivity, but also on improving quality of life through job creation, economic equity, and the development of flagship products that enhance regional competitiveness. MSME development rooted in local potential is expected to generate more sustainable and inclusive impacts for communities and the economy of Asahan Regency. This study, therefore, aims to formulate a strategic model capable of optimising the contribution of MSMEs to GRDP and regional development in a comprehensive manner.

II. Research Methods
This study employs a mixed-methods approach, combining quantitative and qualitative methods to analyse MSME development and its contribution to GRDP in West Kisaran District. This approach was chosen to provide a more comprehensive understanding of existing MSME conditions, the factors that influence their contribution to the local economy, and the formulation of a strategic model aligned with local potential.
2.1 Research Design
The study is designed to identify the conditions of MSMEs in West Kisaran District through SWOT and AHP analyses to derive priority strategies. The research design utilises two complementary analytical approaches: quantitative analysis and qualitative analysis. Quantitative data were obtained from surveys administered to MSME actors, while qualitative data were collected through in-depth interviews with relevant stakeholders.
2.2 Research Location and Period
The research was conducted in West Kisaran District, Asahan Regency, North Sumatra Province. The area was selected due to its substantial potential for developing MSMEs based on local products, particularly Sepatu Bunut as a regional speciality. The study was carried out in 2025, with data collection conducted from January to March.
2.3 Population and Sample
The population in this study comprises MSME actors in West Kisaran District registered with the relevant local agencies. The sample consists of 120 MSME actors selected using random sampling from various sectors, including handicrafts, culinary enterprises, and trade. This sampling approach aims to obtain a representative picture of the conditions and challenges faced by MSME actors in the area (Yusditira, 2022).
2.4 Research Variables and Operational Definitions
The study employs several key variables related to MSME development, namely:
· Existing MSME Conditions: including production capacity, product quality, and competitiveness.
· Strategic Factors: including access to finance, digital literacy, and marketing.
· MSME Contribution to GRDP: measured through economic value added, local employment absorption, and equity in income distribution.
· Strategic MSME Development Model: including strategies for product revitalisation, cluster development, and integration with the tourism sector.
Operational definitions for each variable are further elaborated in the operational variable table presented in the study (Table 1).
2.5 Research Instruments
The research instruments consist of a questionnaire and interview guidelines. The questionnaire was constructed based on the aforementioned variables and employs a Likert scale to measure MSME actors’ perceptions of strategic factors affecting their businesses. The instrument’s validity and reliability were tested using Factor Analysis and Cronbach’s Alpha, yielding a KMO value of 0.912 and Cronbach’s Alpha of 0.948, indicating that the instrument is both valid and reliable (Sembiring et al., 2023).
2.6 Data Collection Techniques
Data collection was conducted using two main methods:
1. Survey: Administered to 120 MSME actors in West Kisaran District. The data collected include information on business conditions, products produced, obstacles faced, and factors affecting MSME development.
2. In-depth Interviews: Conducted with stakeholders such as local government officials, financial institutions, and MSME associations. These interviews aim to gather qualitative information on policy, institutional support, and MSME development potential in West Kisaran (Hartanto et al., 2022).
2.7 Data Analysis Techniques
The data collected were analysed using two main approaches:
1. SWOT Analysis: used to map the strengths, weaknesses, opportunities, and threats faced by MSMEs in West Kisaran District. The results form the basis for formulating development strategies suited to local conditions (Rambe et al., 2025). IFAS (Internal Factor Analysis Summary) and EFAS (External Factor Analysis Summary) matrices are also employed to explore internal and external factors affecting MSMEs (Sembiring et al., 2023).
2. Analytic Hierarchy Process (AHP): used to determine priority strategies for MSME development based on stakeholder assessments. The process involves evaluating criteria and strategic alternatives through pairwise comparison matrices, which yield priority weights for each strategy (Fadillah et al., 2025). AHP enables systematic and objective evaluation of multiple factors, resulting in more targeted and measurable strategies.
2.8 Integration of SWOT–AHP
Integrating SWOT with AHP offers advantages by linking internal and external factors influencing MSMEs to the prioritisation of strategies to be implemented. The results of the SWOT analysis inform the AHP assessments, which then generate priority strategies for MSME development in West Kisaran District. This integration process allows the formulation of a more comprehensive and applicable strategic model (Sari, 2024).

III. Results and Discussion
3.1 General Overview of MSMEs in West Kisaran District
West Kisaran District is one of the main trading and economic centres in Asahan Regency and has considerable potential for developing MSMEs based on local products. Based on the survey of 120 MSME actors, the majority of enterprises operate in handicrafts, culinary activities, and consumer goods trade. The flagship product serving as a regional icon is Sepatu Bunut, which, despite its good quality and roots in hereditary craftsmanship, is currently experiencing declining popularity, especially among younger generations. Most MSME actors acknowledge challenges in accessing broader markets and limited knowledge of digital technologies that could support product marketing.
Table 1 shows the distribution of business types in West Kisaran District, with handicraft enterprises (including Sepatu Bunut) predominating, followed by culinary and service sectors. Although there is strong potential in local products, many business actors report difficulties competing with modern products that better reflect current consumption trends.
Table 1. Types of Enterprises in West Kisaran District
	Type of Enterprise
	Frequency

	Brick-making
	1

	Workshop
	1

	Home Industry
	1

	Services
	1

	Barbershop Services
	1

	Handicrafts
	16

	Culinary
	48

	Culinary – Tofu Production
	2

	Others
	8

	Tofu Manufacturing
	1

	Cracker Factory
	1

	Processing
	1

	Trade
	36

	Basic Food Retail (Sembako)
	2

	Total
	120


3.2 Validity and Reliability Tests
Validity and reliability tests were conducted to ensure the quality of the instruments used in this study. The validity test results indicate that all items in the questionnaire have significant loading factor values, with a KMO value of 0.912, suggesting that the data are highly suitable for further factor analysis. Additionally, a Cronbach’s Alpha value of 0.948 indicates a very high level of reliability, signifying that the instrument produces consistent and dependable results.
Table 2. Validity and Reliability Tests
	Test
	Criteria
	Value
	Description

	Validity Test
	KMO (Kaiser-Meyer-Olkin)
	0.912
	KMO > 0.6 indicates data suitability for factor analysis. Valid.

	
	Bartlett’s Test of Sphericity
	χ² = 129.36, df = 45, p < 0.01
	Indicates data are appropriate for factor analysis.

	Reliability Test
	Cronbach’s Alpha
	0.948
	Cronbach’s Alpha > 0.7 indicates very high reliability.


3.3 SWOT Analysis
SWOT analysis is used to map the strategic position of MSMEs in West Kisaran District by considering internal factors (strengths and weaknesses) and external factors (opportunities and threats). The IFAS and EFAS matrices were developed based on survey results from 120 MSME actors, with each key indicator assigned a weight, a rating (1–5), and a final score.
3.3.1 Internal Factors: IFAS
Internal factors comprise four main strengths and five main weaknesses as presented in Tables 3 and 4.
Table 3. IFAS – Strengths
	Indicator
	Weight
	Rating
	Score

	S1. Local product identity (traditional crafts, including Sepatu Bunut)
	0.085
	4.60
	0.391

	S2. Hereditary skills of business actors
	0.078
	4.50
	0.351

	S3. Strategic location of West Kisaran as a distribution and service hub
	0.072
	4.30
	0.310

	S4. Diversity of MSME sectors (culinary, trade, handicrafts, services)
	0.068
	4.10
	0.279

	Total Strength Score
	
	
	1.330


Table 4. IFAS – Weaknesses
	Indicator
	Weight
	Rating
	Score

	W1. Low digital literacy among MSME actors
	0.082
	2.10
	0.172

	W2. Limited design innovation and product differentiation
	0.075
	2.30
	0.173

	W3. Restricted access to finance
	0.070
	2.50
	0.175

	W4. Lack of integrated promotion and collective branding
	0.065
	2.40
	0.156

	W5. High dependence on local markets
	0.062
	2.60
	0.161

	Total Weakness Score
	
	
	0.837


The total strength score (1.33) being higher than the total weakness score (0.84) indicates that MSMEs in West Kisaran are internally in a relatively strong position. Local product identity, the skills of business actors, and the strategic location constitute key assets, while digital literacy, product innovation, access to finance, and promotion remain areas requiring improvement.
3.3.2 External Factors: EFAS
External factors comprise opportunities and threats arising from the environment outside MSMEs. The EFAS results are shown in Tables 5 and 6.
Table 5. EFAS – Opportunities
	Indicator
	Weight
	Rating
	Score

	O1. Growth of digital marketing
	0.088
	4.70
	0.414

	O2. KUR schemes and government incentives
	0.080
	4.50
	0.360

	O3. Integration with tourism and the creative economy
	0.075
	4.30
	0.323

	O4. Opportunities for triple helix collaboration
	0.070
	4.20
	0.294

	Total Opportunity Score
	
	
	1.390


Table 6. EFAS – Threats
	Indicator
	Weight
	Rating
	Score

	T1. Changing preferences among younger generations (Gen Z)
	0.078
	3.80
	0.296

	T2. Competition from imported products and modern brands
	0.072
	3.90
	0.281

	T3. Regulatory and licensing complexity
	0.068
	3.50
	0.238

	T4. Fluctuations in raw material prices
	0.065
	3.60
	0.234

	Total Threat Score
	
	
	1.049


The total opportunity score (1.39), which is higher than the total threat score (1.05), indicates that the external environment remains relatively conducive for MSME development, particularly through digital marketing, policy support, and collaboration, although pressures from shifting consumer preferences and competition from modern products remain significant.
3.3.3 Strategic Position and Implications
The IFAS–EFAS recap is presented in Table 7.
Table 7. IFAS–EFAS Calculation
	Component
	Value

	Total Strength (S)
	1.330

	Total Weakness (W)
	0.837

	Total Opportunity (O)
	1.390

	Total Threat (T)
	1.049


The strategic coordinates are calculated as follows:
· X = S – W = 1.330 – 0.837 = +0.493
· Y = O – T = 1.390 – 1.049 = +0.341
Figure 1. Strategic Quadrant
Both X and Y being positive place MSMEs in West Kisaran in Quadrant I (aggressive strategy), a condition in which strong internal factors coincide with substantial external opportunities. In practical terms, the recommended strategies focus on S–O (strength–opportunity) strategies, including revitalisation of local products (such as Sepatu Bunut) through digital branding, MSME cluster formation, integration with the tourism sector, the “UMKM Go Digital” programme, and optimisation of access to finance through thematic KUR schemes.
3.4 AHP Analysis
The AHP analysis was conducted to determine priority strategies for MSME development in West Kisaran District. The results indicate that the highest-priority strategy is the revitalisation of local products, particularly Sepatu Bunut, which is expected to regain market appeal through more modern designs and enhanced branding. In addition, the development of MSME clusters and the “UMKM Go Digital” programme also emerge as primary priorities.
The criteria comparison matrix (Table 8) shows that product revitalisation attained the highest weight of 0.38, followed by MSME cluster development (0.25) and digitalisation (0.20). This reflects an urgent need to upgrade local products to remain relevant in modern markets. Table 9 presents the AHP priority ranking, indicating that product revitalisation ranks highest, followed by institutional strengthening and digital marketing.
3.5 Strategic Model for Strengthening MSMEs
Based on the integration of SWOT and AHP analyses, MSMEs in West Kisaran District are positioned in Quadrant I (aggressive), where strong internal conditions meet substantial external opportunities. The assessments of 20 key respondents (MSME actors, government, academics, and financial institutions) yield an average Consistency Ratio of 0.047 (< 0.1), indicating that the derived priority weights are consistent and reliable as a basis for model formulation.
The five strategic alternatives analysed through AHP produce the following priority order: (1) cross-sector MSME cluster development (A2), (2) the “UMKM Go Digital” programme (A4), (3) integration with tourism and the creative economy (A3), (4) Sepatu Bunut revitalisation through branding and design innovation (A1), and (5) optimising access to finance through thematic KUR (A5). A2 and A4, which exhibit the highest global weights, are recommended as core strategies to be implemented in parallel: clusters serving as institutional and operational structures, and digitalisation functioning as the main channel for market expansion. A3, A1, and A5 act as supporting/enabling strategies that reinforce product differentiation, connectivity with other sectors, and financing capacity.
The proposed strategic model can be understood as an orchestration of three impact axes: (i) differentiation and strengthening of local brands through product revitalisation and digital branding (A1–A4); (ii) expanded market access and transaction volume through integrated digital and tourism channels (A4–A3); and (iii) structural reinforcement and cost efficiency through clustering and targeted financing (A2–A5). The synergy of these three axes is expected to enhance MSME competitiveness while simultaneously strengthening their contribution to regional development.
Within a four-year implementation horizon, the study formulates indicative targets for increasing MSME contributions to GRDP: approximately 12% in the first year, 18% cumulatively in the second year, and 25% by the fourth year. These figures are not intended as precise econometric forecasts but as planning scenarios that local governments and stakeholders can use as references for programme design, performance indicator setting, and periodic evaluation of MSME development in West Kisaran District.
3.6 Discussion
The findings suggest that MSME development in West Kisaran District requires a comprehensive and sustainable approach. Revitalising local products such as Sepatu Bunut through design innovation and more modern branding is essential to strengthen product competitiveness in an increasingly competitive market. Furthermore, developing MSME clusters in handicrafts, culinary enterprises, and creative services can enhance collective capacity and reduce production costs (Rambe et al., 2025).
Digitalisation is a particularly critical aspect in MSME development. The “UMKM Go Digital” programme, which equips business actors with digital marketing and distribution capabilities, can open up broader market opportunities, especially among younger, technology-savvy consumers. As demonstrated by the AHP results, digitalisation is one of the strategic priorities to ensure that MSMEs in West Kisaran can compete effectively in global markets (Suriono et al., 2024).
From a policy perspective, local government must continue to support MSMEs by providing sustained mentoring, easy access to finance, and integrated promotion. Financing schemes such as thematic KUR based on local institutional structures should be simplified so that MSME actors can access funds more efficiently (Nanta et al., 2025). Furthermore, partnerships with the private sector and educational institutions can help improve product quality and expand market networks for MSMEs in the region.
MSME development in West Kisaran District also needs to be supported by strengthening human resource capacity through training in both production and marketing skills. This is consistent with earlier findings that MSMEs with better-trained human resources are more likely to grow and adapt to rapid market changes (Hartanto et al., 2022). The success of the strategic model thus depends heavily on collaboration between local government, business actors, and communities, ensuring that all parties contribute to the development of a sustainable MSME sector.
3.7 Strategic Recommendations
Based on the study findings, several strategic recommendations can be proposed to enhance MSME contributions to GRDP and regional development in West Kisaran District:
1. Revitalise local products such as Sepatu Bunut through design innovation and branding.
2. Develop MSME clusters encompassing key sectors such as handicrafts, culinary enterprises, and creative services.
3. Promote digital marketing through the “UMKM Go Digital” programme to expand MSME access to national and international markets.
4. Simplify access to finance, including through thematic KUR schemes based on local institutional arrangements.
5. Strengthen cross-sector collaboration, involving the private sector, government, and educational institutions to reinforce the MSME ecosystem in the region.
With the implementation of these strategies, MSMEs in West Kisaran District are expected to grow significantly, increase their contribution to GRDP, and serve as a key driver of regional development.

IV. Conclusion and Recommendations
4.1 Conclusion
This study has successfully formulated a strategic model for strengthening MSMEs in West Kisaran District to enhance their contribution to GRDP and regional development. Based on SWOT and AHP analyses, MSMEs in West Kisaran possess substantial potential, particularly through local products such as Sepatu Bunut, which can be optimally developed through product revitalisation and design innovation. Digitalisation and integration with the tourism sector also emerge as priorities for expanding markets and improving product competitiveness. The resulting strategic model—encompassing product revitalisation, MSME cluster development, and KUR-based financing schemes—is expected to accelerate MSME sector development in the area.
The findings indicate that MSMEs in West Kisaran face major challenges in the form of limited capital, low digital literacy, and a lack of integrated promotion, all of which hinder market expansion. However, with appropriate policy support from local government and cross-sector partnerships, these challenges can be effectively addressed. The AHP analysis shows that product innovation and digital marketing are the main priorities for MSME development, enabling local enterprises to compete with modern products in global markets. The results also underscore the importance of a local potential-based approach in building more competitive MSMEs.
Overall, the proposed model provides practical guidance for strengthening MSMEs in West Kisaran District, which in turn will increase their contribution to the regional economy and equitable development. The implementation of these strategies is expected to accelerate local economic growth, improve MSME product quality, and expand markets, thereby enabling MSMEs to play a more significant role in future regional development.
4.2 Recommendations
Based on the study findings, several strategic steps are recommended for local government and MSME actors:
First, local government should strengthen support for MSMEs by facilitating access to finance through thematic KUR schemes and improving digital literacy among business actors. This will help MSMEs optimise the potential of digital markets and maximise the use of technology for product marketing and distribution.
Second, the revitalisation of local products such as Sepatu Bunut should be undertaken by adopting more modern designs while preserving the traditional values that characterise these products. Collaboration with the tourism sector is also important to introduce such products to visitors and broader markets.
Third, MSMEs in West Kisaran District should proactively develop business clusters covering various sectors such as handicrafts, culinary enterprises, and creative services. Cluster formation enables MSME actors to support each other, share resources, and strengthen their bargaining power in the market. In addition, enhancing the capacity of local institutions such as cooperatives and MSME associations can reinforce distribution networks and facilitate coordination in production and marketing. Cluster-based development is also expected to increase operational efficiency and broaden market reach.
As an additional recommendation, MSME actors in West Kisaran should improve their managerial and financial management capacities. Continuous training in managerial skills and financial management will help MSMEs increase operational efficiency and optimise their use of available resources. Local government can also introduce more intensive and sustained mentoring programmes so that MSME actors receive not only one-off training but also ongoing support in strategy implementation and business performance monitoring.
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