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Abstract: The competitiveness of SMEs is enhanced by compiling a map consisting of local superior employment sectors 
and local superior products. This study aims to identify and map the work sector and products of Small and Medium 
Enterprises that need to be developed to become the local carrying capacity of Tarakan City. Sources of data include 
primary data (questionnaires from respondents) and secondary data (GRDP data for the city of Tarakan). Data analysis 
methods include Location Quotient (LQ), Klassen Typology, and Analytical Hierarchy Process (AHP). The results 
showed that the fishery-based processing industry is an employment sector that has great potential to become a local 
leading sector in Tarakan City. The results also reveal that the competitiveness of SMEs can be increased by developing 
local superior products. This development must meet three criteria, respectively: development must be oriented towards 
the conservation of resources and the environment; its development must only involve products with local raw materials 
and local uniqueness, and its development is supported by local communities. Another finding is about three priority local 
superior products, namely Dried Fish/Peyek Pepija, Shredded Milkfish, and Amplang Milkfish Crackers. These results 
can be used as a basis for making policies regarding the development of a country's local superior products. 
 
1 Introduction 

The growth of the local and national economy is 
inseparable from the contribution of Small and Medium 
Enterprises (SMEs). Due to its capability to boost up 
people economics, therefore SMEs are considered as 
having a strategic role in national economics. The 
Government of Indonesia has recognized this role and then 
stipulated National Long-Term Development Plan for 
Period 2005-2025. One goal of this Plan is to improve the 
competitiveness of national resources. One way to improve 
this competitiveness is by empowering domestic 
economics based on the leading capacities of each locality. 
Consistent with this goal, the Government then focuses its 
effort on improving the competitiveness of SMEs by 
developing local leading products and legalizes this effort 
by the Regulation of Domestic Affairs Minister 
(Permendagri) Number 9, 2014 on Local Products 
Development. 

Local economics improvement is initiated through the 
development of local economic potentials and local leading 
products. This development begins with identifying local 
economic potentials and local leading products and then 
mapping the potentials and products that involve local 

resources. Local leading products, therefore, also represent 
local economic potentials in delivering products that give 
value-added advantage to the locality. This advantageous 
situation comes up because local resources are widely 
utilized, which implies that this utilization will create jobs, 
raise the income of people and government, improve 
productivity and facilitate investment flow [1]. 

Research was conducted in Tarakan City, which is 
precisely an island city located on the eastern part of North 
Kalimantan Province. Tarakan City has strategic position 
for the Province because the City becomes the entry gate 
and also the transit center for inter-island trades in northern 
part of Kalimantan Island and also for international trade 
involving Indonesia, Malaysia and Philipine. According to 
the Data in 2017, Tarakan City has several work sectors 
with potentials to be developed into local leading sectors. 
Of these work sectors, two have the greatest effect on local 
economics, namely Fishery and Agriculture. In Fishery 
Sector, productivity level of captured fishery is 10,726.41 
tons. Brackish commodities (fish, shrimp and crab) has 
productivity level of 56,270 tons whereas productivity 
level of fresh water fish reaches 52,724 tons. Meanwhile, 
Agriculture Sector has productivity level of 7.120,5 ton [2]. 
In 2017, there were 4,451 SMEs in Tarakan City [3]. The 
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problem is that SMEs in Tarakan City have their own 
leading products but are weak on marketing [4]. This 
problem emerges because there is no yet effort to map the 
products that can be categorized as local leading products. 
Therefore, it is necessary to both identify and map the 
potentials of local leading sectors. Comparative theory said 
that a certain state can get competitive advantages if it can 
produce goods or services at lower cost than the other 
states. The state with competitive advantages must 
emphasize its economic activities on industries that have 
international comparative advantages. The state needs to 
do international trading with other states to fulfill the 
demand in the domestic for the products that are not 
available or not produced in the state. This situation 
corresponds to international trade theory [5].  

The objective of this research is to identify work sectors 
that have potentials to become local leading sectors and to 
map the products of Small & Medium Enterprises that need 
be developed to become local leading products in Tarakan 
City. Result of research showed that fishery-based 
processing industry is a work sector that has great 
potentials to become local leading sector in Tarakan City. 
Result of research also revealed that the competitiveness of 
SMEs can be increased by developing local leading 
products. This development must fulfill three criteria, 
respectively: the development must be oriented toward the 
conservation of resources and environment; the 
development must involve only products with local raw 
materials and local uniqueness; and the development is 
supported by local people. Other finding is about three 
priorities for local leading products, which respectively are 
Dried Fish/Peyek Pepija, Shredded Milkfish and Milkfish 
Amplang Crackers. 

Researcher expects that results of this research can give 
contribution to empirical studies, methodology and policy 
making. The implication of this research might be useful 
for the making of development model for any products that 
have potentials to be developed in the future. Other 
expectation is that results of this research may guide the 
Government of Tarakan City in making policies 
concerning leading products development. The priority of 
this research is to become an alternative reference for new 
sources of economic growth for the acceleration, 
expansion and development of the economy both 
regionally, nationally and internationally.  

 
2 Local Leading Products (LLP) 

Two obstacles have impeded SMEs, respectively 
limited resources and low innovative capacity. When the 
SMEs learn how to be competitive, then the SMEs must 
compare the asset, process and performance to other SMEs 
that sell leading products in the industry [6]. Comparative 
theory has explained that a certain state can get competitive 
advantages if it can produce goods or services at lower cost 
than the other states [5]. According to comparative theory, 
leading products can emerge from commodities that exist 
abundantly in a certain locality but not yet economically 

utilized. These commodities can then be managed to 
become local leading products. 

Local Leading Products (LLP) refer to products, either 
goods or services, delivered by cooperatives or small and 
medium works, that have potentials to be developed by 
using all resources in the locality, including natural and 
human resources and also local culture, in order to raise the 
income of local people and local government, which is then 
becoming the economic power of the locality because the 
products have competitiveness, marketability and driving 
foces toward global market [7]. Daryanto and Hafizrianda 
[8] said that some criteria must be met before declaring 
certain products as local leading products. These criteria 
are that: (1) the products become the main driving force for 
local economic development; (2) the products have strong 
forward linkage and backward linkage to either leading 
products at the same competition or to those in different 
competition; (3) the products can compete either at national 
or international markets; (4) the products still involve other 
locality either for market or for raw material supply; (5) the 
products have technology in advancing status; (6) the 
products can absorb workers who have high qualification; 
(7) the products must be durable in longer term; (8) the 
products are not easily vulnerable to internal and external 
fluctuations; (9) the development of the products is 
facilitated by many supports; and (10) the development of 
the products is oriented toward conservation of resources 
and environment.  

Pardede, et al. [9] proposed 4 indicators as predictors of 
local leading products. These indicators are: (1) economic 
contribution, (2) social aspect, (3) cultural aspect, and (4) 
organization. Of these indicators, cultural aspect has the 
greatest effect because local leading products are generally 
commodities that have been used daily by local people and 
have become their pride. Products that can compete in 
longer term in global economic are products with great 
competitive advantages, which are brought by local 
characteristics, local knowledge, local relationship, and 
local motivation, which all of these are hardly imitated by 
competitors [10]. Location has been neglected as a 
determinant factor since long ago. But, there is strong proof 
showing that successful innovation and competition are 
mostly concentrated in certain geography. Therefore, 
besides fulfilling ten criteria suggested by Daryanto and 
Hafizrianda (2010), local leading products must fulfill two 
criteria, respectively the uniqueness based on cultural 
aspect and the geographical position of the locality. 
Geographically, Tarakan City is in the position as “transit 
city” for other localities. This position implicates to the 
diversity of Indonesian ethnics that do business and 
domicile at Tarakan City, including Javanese, Padang, 
Bugis, Madura, Chinese and others. Such ethnical 
heterogenity has created unique culture related to 
entrepreneurship. This uniqueness has become a leading 
capacity in products made by local people. Moreover, 
geographical position of Tarakan City as “transit city” 
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gives competitive advantage to the products because the 
products easily enter inter-regional trade. 
 
3 Methodology 

In Stage 1, local leading sectors were identified using 
secondary data collected from Central Bureau of Statistics 
(BPS) for Tarakan City. The data concerned with Gross 
Regional Domestic Products (GRDP) of Tarakan City from 
2016 to 2020. Data analysis technique in this stage 
involved Location Quotient (LQ) and Klassen Typology. 

 
3.1 Location Quotient (LQ) 

Location Quotient (LQ) is conducted to ensure whether 
a locality acts as net importer or net exporter after 
comparing its local production with its local consumption.  

The value of LQ (1) is counted through the following 
formula:  

�� �  
��

��

��
��
   (1) 

 
Where: LQ = the value of Location Quotient, Si = GRDP 
of sector i of Tarakan City, S = total GRDP of the sector of 
Tarakan City, Ni = GRDP of sector i in North Kalimantan 
Province, and N = total sector GRDP of North Kalimantan 
Province. 

 
Tarigan [11] suggested three conditions to estimate LQ 

value. First condition is that if LQ value is >1, then the role 
of Sector i in local domain will be more dominant or 
stronger than its role in national domain. Based on this 
condition, Sector i is said to be exporter (Relative 
Specialization in Sector). This sector exports the products 
because there is surplus. This Sector is also considered as 
leading sector because it has high prospect for development 
and also has high contribution to local economics 
improvement. Second condition is that if LQ value is < 1, 
then the role of Sector i in local domain is less dominant or 
weaker than its role in national domain. This Sector must 
import products from outside (Production Deficit in 
Sector) because the Sector fails to fulfill its own needs. 
Third or final condition is that if LQ = 1, the role of Sector 
i at local and national domains is similar. Productivity level 
of this Sector at both domains is in balance. However, the 
Sector can only fulfill the demand of local people and never 
think about exporting (Average Production in Sector). 

 
3.2 Klassen Typology 

Klassen Typology is carried out with two comparisons. 
First is the comparison between the growth of each work 
sector in Regency/Town with the growth of GRDP of 
Tarakan City. Second comparison is comparing the 
contribution of each work sector in Regency/Town to 
GRDP of Tarakan City. Klassen Typology classifies work 
sectors into four categories, respectively (a) Prime 
(Leading) Sector, (b) Potential Sector, (c) Developing 
Sector, and (d) Laggard Sector. 

Work sectors are categorized based on mean growth 
level of each work sector and mean contribution level of 
each work sector to GRDP. By this categorization, a matrix 
of Klassen Typology is constructed as shown in the 
following table: 
 

Table 1 Category Matrix of Klassen Typology 
Mean Contribution  

     Rate of Each Work    
                             Sector to   GRDP 
Mean Growth  
         Rate of Each  
                   Work Sector  

Y of Work 
Sector > 

Y of GRDP 

Y of Work 
Sector < 

Y of GRDP 

r of Work Sector > r of GRDP  Prime 
Sector 

Developing 
Sector  

r of Work Sector < r of GRDP  Potential 
Sector 

Laggard 
Sector 

Source: Widodo [12] 
 
Where: Y of Work Sector = Mean Contribution Level of 
Each Work Sector, Y of GRDP= Mean Value of GRDP, r 
of Work Sector = Mean Growth Rate of Each Work Sector, 
and r of GRDP = Mean Growth Rate of GRDP 
 
3.3. Analytical Hierarchy Process 

In Stage 2, local leading products were decided by 
making reference to local leading sectors identified in 
Stage 1. After local leading sectors were ascertained, then 
some alternatives of local leading products were suggested. 
The alternatives were compiled after conducting 
observation and interview with informants regarding local 
leading products in Tarakan City. Informants were sorted 
out with two criteria. First is that informants must have 
knowledge, capability and experience in local leading 
products. Second is that informants must have authority in 
policy making. These informants are three officers from 
three departments in Tarakan City. Informant selection 
technique is one informant for one department. The 
departments involved in the analysis are Department of 
Cooperatives, Trade and Small & Medium Enterprises; 
Department of Industry; and Department of Fishery. 

The alternatives of local leading products were then 
sorted by 12 (twelve) criteria based on three literatures, 
respectively Daryanto and Hafizrianda [8], Pardede, et al. 
[9] and Porter [10]. The criteria require: (1) the products to 
be the driving force for local economic development; (2) 
the products to have strong forward linkage and backward 
linkage to either leading products at the same competition 
or to those in different competition; (3) the products to have 
capability to compete either at national or international 
markets; (4) the products to still involve other locality 
either for market or for raw material supply; (5) the 
products to have technology in advancing status; (6) the 
products to absorb workers who have high qualification; 
(7) the products to be durable in longer term; (8) the 
products to not easily vulnerable to internal and external 
fluctuations; (9) the development of the products to be 
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facilitated by many supports; (10) the development of the 
products to be oriented toward conservation of resources 
and environment; (11) the products to be used daily by 
local people and to become their pride; and (12) the 
products to use local raw materials and to represent local 
uniqueness.  

After sorting out the alternatives by 12 criteria, the 
selected products were then analyzed with Analytical 
Hierarchy Process (AHP) facilitated by computer 

application of Expert Choice Version 11. The process of 
this analysis uses primary data obtained from 
questionnaires given to informants as the respondents. The 
questionnaires require respondents to make comparison on 
two items (pairwise comparison), either across criteria or 
across alternatives. Answers given by respondents were 
scored at a scale from 1 to 9. Value, definition and 
quantitative opinion from comparison scale are presented 
in Table 2.

   
Table 2 Scale of Comparison Matrix 

Importance 
Intensity Definition Explanation 

1 
One element is similarly important to other 
element. 

Contribution level of both elements to the 
characteristics of local leading products is 
similar.  

3 
One element is a bit more important than 
other element.  

Experience slightly favors one element.  

5 
One element is clearly more important than 
other element.  

Experience strongly favors one element.  

7 
One element is extremely clearly more 
important than other element.  

Experience has been strongly preferred and 
dominated by one element.  

9 
One element is absolutely more important 
than other element.  

Experience shows that one element is extremely 
clearly more important.  

2,4,6,8 
There is no decision due to hesitancy on two 
elements, especially when the values of two 
elements are in proximity to one another.  

This range of values is provided as middle-way 
solution.  

Source: Saaty [13]

4 Result and discussion 
4.1 Result of LQ and Klassen Typology Analysis 

Results of analysis with LQ and Klassen Typology 
have produced the identification of work sectors, precisely 

four work sectors, that have been classified as leading 
sectors (by LQ value > 1) and prime sectors (through Y of 
Work Sector > Y of GRDP, r of Work Sector > r of GRDP) 
with contribution level to GRDP above 10%. These results 
are displayed in Table 3.

  
Table 3 Results of LQ and Klassen Typology Analysis 

No. Work Sector LQ Klassen 
Typology 

Contribution to 
GRDP (Percent) 

1 Wholesale and Retail Tradings; Reparation of Cars & Motorcycles 1.87 Prime Sector 20.01 
2 Construction 1.24 Prime Sector 15.47 
3 Transportation and Warehousing 2.00 Potential Sector 12.51 
4 Processing Industry 1.33 Prime Sector 12.46 

Source: Data of BPS are processed (2021)

Based on the results of Stage 1 Analysis, four work 
sectors have been regarded as leading sectors. Those work 
sectors are Wholesale and Retail Tradings, Construction, 
Transportation and Warehousing, and Processing Industry. 
Of these four sectors, Processing Industry is categorized as 
leading sector with high prospect to be developed for 
improving local economics. Processing Industry has 
become the backbone of local economics in Tarakan City 
because this industry has given Tarakan City with 
competitive advantage over the other localities on the same 
province, which in this case is North Kalimantan Province. 
This competitive advantage has put Tarakan City in a better 
position to export its outputs (Relative Specialization in 

Sector) to other localities in North Kalimantan Province, 
such as to Bulungan Regency, Nunukan Regency, Malinau 
Regency and Tana Tidung Regency.  

One sub-sector under Work Sector of Processing 
Industry has been exporting its products to outside Tarakan 
City. This sub-sector is fishery-based processing industry. 
The activity of exporting products makes this sub-sector 
highly potential for development because fishery 
commodities are available abundantly in Tarakan City.  
Based on data the results of fishery production in Tarakan 
City compared to other areas in North Kalimantan 
Province, ranked the highest [14].  This position gives 
Tarakan City with capability to supply fishery 
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commodities to other localities. The development of local 
leading products in Tarakan City has been focused on 
Processing Industry that emphasizes on the processing of 
fish raw materials. This development is in line with the 
government program stipulated in “Spatial Order Plan for 
North Kalimantan Province, Number 1 for Period 2017-
2037”. According to this Plan, Tarakan City will be given 
a status as National Activity Center. This status has several 
orientations and one of them is to make Tarakan City to 
become the center of processing industry that is based on 
fishery commodities with environmentally friendly 
procedures. 

 
4.2 Result of Analytical Hierarchy Process 
4.2.1 Hierarchy of Research 

Referring to the results of Stage 1 Analysis, local 
leading products in Tarakan City are products delivered by 

fishery-based processing industry. Results of observation 
and interview with the experts of local leading products 
have produced the suggestion of eight (8) alternatives of 
local leading products for SMEs in Tarakan City. These 
alternative products include: (1) Shredded Milkfish, (2) 
Milkfish Amplang Crackers, (3) Presto Milkfish, (4) Terap 
Layer Sponge Cake, (5) Crispy Soka Crab, (6) 
Meat/Sampit of Crab & Surimi, (7) Dried Fish/Peyek 
Pepija, and (8) Chips/Crackers (processed from 
Fish/Shrimp/Crab/Sea Grass). All these products derive 
from the processing of fishery commodities except for 
Terap Layer Sponge Cake, which uses raw material from 
agriculture. This sponge cake product is considered unique 
because the making involves raw material of fruit called 
“terap” which only grows in North Kalimantan. Twelve 
criteria and eight alternatives of local leading products for 
SMEs in Tarakan City are then arranged through AHP into 
a hierarchy of research, which is depicted in Figure 1. 

 

 
Figure 1 Hierarchy of Research

Where: C-1 = Become the driving force for local economic 
development; C-2 = Have strong forward linkage and 
backward linkage to either leading products at the same 
competition or to those in different competition;  
C-3 = Have capability to compete either at national or 
international markets; C-4 = Still involve other locality 
either for market or for raw material supply;  C-5 = Have 
technology in advancing status; C-6 = Absorb workers who 
have high qualification; C-7 = Durable in longer term; C-8 
= Not easily vulnerable to internal and external 
fluctuations; C-9 = Facilitated by many supports for its 
development; C-10 = Oriented toward conservation of 
resources and environment; C-11 = Used daily by local 
people and become their pride; C-12 = Use local raw 
materials and represent local uniqueness.  

LLP-1 = Shredded Milkfish; LLP-2 = Milkfish Amplang 
Crackers; LLP-3 = Presto Milkfish; LLP-4 = Terap Layer 
Sponge Cake; LLP-5 = Crispy Soka Crab; LLP-6 = 
Meat/Sampit of Crab & Surimi; LLP-7 = Dried Fish/Peyek 
Pepija; LLP-8 = Chips/Crackers (processed from 
Fish/Shrimp/Crab/Sea Grass). 
 
4.2.2 Pairwise Comparison Across Criteria 

Each criterion to determine LLP for SMEs in Tarakan 
City will be compared through pairwise comparison. There 
are 12 criteria for LLP and all these criteria are arranged 
based on its importance intensity. This arrangement is 
shown in Figure 2.

Identification of Local Leading 

Products for SMEs in Tarakan 

City 

C-1 C-4 C-3 C-2 C-8 C-12 C-7 C-5 C-6 C-11 C-10 C-9 

LLP-1 LLP-2 LLP-6 LLP-7 LLP-5 LLP-3 LLP-4 LLP-8 

GOAL 

CRITERIA 

ALTERNATIVE 
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Figure 2 Pairwise Comparison for Importance Intensity Across Criteria 

As depicted in Figure 2, three criteria to determine LLP 
for SMEs in Tarakan City have become top priorities based 
on its importance intensity. These criteria are: the 
development of the products is oriented toward 
conservation of resources and environment (0.144); the 
products must use local raw materials and represent local 
uniqueness (0.138); and the development of the products is 
facilitated by many supports (0.127). Criterion with the 
lowest importance intensity is that the products still 
involve other locality either for market or for raw material 
supply (0.035). 

The development of LLP for SMEs in Tarakan City 
must emphasize on three most important criteria in order to 
achieve high level of competitiveness. The first of these 
criteria is that the development of the products is oriented 
toward conservation of resources and environment. This 
criterion is consistent to the latest trend among Indonesians 
who begin to develop strong favor on green products 
(environmentally friendly). In 2020, green products were 
becoming popular in Indonesia and most of them were sold 
out. The producers of these products then reaped huge 
profit because their cash turnover increased to 25% [15]. 
Environmentally friendly products have become a 
requirement and also a challenging task if SMEs decides to 
enter international market. Despite this challenge, any 
business managed with orientation toward environmentally 
friendly posture can give positive impact on its export 
performance in international market [16,17]. Therefore, 
there is a belief that one criterion for developing LLP to 
improve the competitiveness of SMEs is by building 
orientation toward conservation of resources and 
environment.  

Second criterion is that the products must use local raw 
materials and represent local uniqueness. Comparative 
theory asserted that a state is said to be competitive only if 
the state can produce goods and services at lower cost than 
other state [5]. Raw materials in this criterion is those that 
can be obtained at lower price, are available locally in great 
abundance, and have uniqueness. This position is in line 
with Resources-Based View (RBV) theory, which said that 
specific (specialized) resources can give the companies 
with sustainable competitive advantages [18]. Specific 
resources are usually possessing economic value, 
heterogenous, and hardly imitated by others. Such 
resources are then considered as unique [19]. The 
uniqueness of specific resources can be the strategy to 
develop value-added to the products and to distinguish 
itself from other products [20]. 

Third criterion is that the development of the products 
is facilitated by many supports. The development of LLP 
for SMEs must get supports from the government that 
always has interest on improving local economics growth. 
Successful development of LLP always involves the 
supports and cooperation from LLP entrepreneurs, 
government and other stakeholders [21]. 
 
4.2.3 Pairwise Comparison Across Alternatives 

The alternatives of LLP will be compared through 
pairwise comparison based on 12 criteria for LLP. Results 
of pairwise comparison for LLP alternatives in criterion 
“Become the driving force for local economic 
development” are presented in Figure 3.

  

 
Figure 3 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion  

“Become The Driving Force For Local Economic Development”
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With respect to the description in Figure 3, the most 
important LLP alternatives are Milkfish Amplang Crackers 
(0.210), followed by Dried Fish/Peyek Pepija (0.206), 
Shredded Milkfish (0.190), Chips/Crackers (processed 
from fish/shrimp/crab/sea grass) (0.141), Presto Milkfish 
(0.104), Terap Layer Sponge Cake (0.065), Meat/Sampit 
of Crab & Surimi (0.047), and Crispy Soka Crab (0.037). 

Results of pairwise comparison for LLP alternatives in 
criterion “Have strong forward linkage and backward 
linkage to either leading products at the same competition 
or to those in different competition” are displayed in 
Figure 4.

  

 
Figure 4 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion “Have Strong Forward 

Linkage And Backward Linkage To Either Leading Products At The Same Competition Or To Those In Different 
Competition”

Based on the description in Figure 4, the most 
important LLP alternatives are Shredded Milkfish (0.239), 
followed by Milkfish Amplang Crackers (0.212), Dried 
Fish/Peyek Pepija (0.190), Chips/Crackers (processed 
from fish/shrimp/crab/sea grass) (0.115), Presto Milkfish 

(0.074), Terap Layer Sponge Cake (0.059), Crispy Soka 
Crab (0.057), and Meat/Sampit of Crab & Surimi (0.054). 

Results of pairwise comparison for LLP alternatives in 
criterion “Have capability to compete either at national or 
international markets” are shown in Figure 5.

 

 
Figure 5 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion  

“Have Capability To Compete Either At National Or International Markets”

The description in Figure 5 shows that the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.196), followed by Milkfish Amplang Crackers (0.184), 
Shredded Milkfish (0.161), Meat/Sampit of Crab & Surimi 
(0.115), Crispy Soka Crab (0.111), Presto Milkfish (0.092), 

Chips/Crackers (processed from fish/shrimp/crab/sea 
grass) (0.092), and Terap Layer Sponge Cake (0.049). 

Figure 6 exhibited the results of pairwise comparison 
for LLP alternatives in criterion “Still involve other locality 
either for market or for raw material supply”.

  

 
Figure 6 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion  

“Still Involve Other Locality Either For Market Or For Raw Material Supply”
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According to the description of Figure 6, the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.202), followed by Shredded Milkfish (0.191), Milkfish 
Amplang Crackers (0.189), Presto Milkfish (0.114), 
Chips/Crackers (processed from fish/shrimp/crab/sea 
grass) (0.093), Crispy Soka Crab (0.078), Terap Layer 

Sponge Cake (0.073), and Meat/Sampit of Crab & Surimi 
(0.060). 

Results of pairwise comparison for LLP alternatives in 
criterion “Have technology in advancing status” is depicted 
in Figure 7.

 

 
Figure 7 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Have Technology In Advancing Status”

Referring to the description of Figure 7, the most 
important LLP alternatives are Terap Layer Sponge Cake 
(0.194), followed by Presto Milkfish (0.192), Shredded 
Milkfish (0.155), Meat/Sampit of Crab & Surimi (0.149), 
Milkfish Amplang Crackers (0.113), Chips/Crackers 

(processed from fish/shrimp/crab/sea grass) (0.082), Dried 
Fish/Peyek Pepija (0.066), and Crispy Soka Crab (0.048). 

Figure 8 presents the results of pairwise comparison for 
LLP alternatives in criterion “Absorb workers who have 
high qualification”. 

  

 
Figure 8 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Absorb Workers Who Have High Qualification”

In respect of description in Figure 8, the most important 
LLP alternatives are Meat/Sampit of Crab & Surimi 00 
(0.274), followed by Milkfish Amplang Crackers (0.157), 
Shredded Milkfish (0.155), Terap Layer Sponge Cake 
(0.130), Chips/Crackers (processed from 

fish/shrimp/crab/sea grass) (0.098), Presto Milkfish 
(0.088), Crispy Soka Crab (0.053), and Meat/Sampit of 
Crab & Surimi (0.046). 

Figure 9 displays the results of pairwise comparison for 
LLP alternatives in criterion “Durable for longer term”.

 

 
Figure 9 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Durable For Longer Term”
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Based on the description in Figure 9, the most 
important LLP alternatives are Milkfish Amplang Crackers 
(0.228), followed by Chips/Crackers (processed from 
fish/shrimp/crab/sea grass) (0.205), Shredded Milkfish 
(0.189), Dried Fish/Peyek Pepija (0.149), Meat/Sampit of 

Crab & Surimi (0.082), Presto Milkfish (0.056), Terap 
Layer Sponge Cake (0.052), and Crispy Soka Crab (0.039). 

Results of pairwise comparison for LLP alternatives in 
criterion “Not easily vulnerable to internal and external 
fluctuations” are shown in Figure 10.

 
 
 
 
 
 
 
 
 
 

Figure 10 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 
“Not Easily Vulnerable To Internal And External Fluctuations”

The description in Figure 10 shows that the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.209), followed by Milkfish Amplang Crackers (0.171), 
Shredded Milkfish (0.152), Presto Milkfish (0.148), Crispy 
Soka Crab (0.111), Chips/Crackers (processed from 

fish/shrimp/crab/sea grass) (0.084), Terap Layer Sponge 
Cake (0.070), and Meat/Sampit of Crab & Surimi (0.055). 

Figure 11 exhibited the results of pairwise comparison 
for LLP alternatives in criterion “Facilitated by many 
supports for its development”.

 

 
Figure 11 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Facilitated By Many Supports For Its Development”

According to the description of Figure 11, the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.170), followed by Shredded Milkfish (0.168), 
Chips/Crackers (processed from fish/shrimp/crab/sea 
grass) (0.158), Terap Layer Sponge Cake (0.123), Milkfish 
Amplang Crackers (0.117), Presto Milkfish (0.106), 

Meat/Sampit of Crab & Surimi (0.081), and Crispy Soka 
Crab (0.077). 

Results of pairwise comparison for LLP alternatives in 
criterion “Oriented toward conservation of resources and 
environment” is depicted in Figure 12.

  

 
Figure 12 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Oriented Toward Conservation Of Resources And Environment”
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Referring to the description of Figure 12, the most 
important LLP alternatives are Shredded Milkfish (0.157), 
followed by Crispy Soka Crab (0.151), Dried Fish/Peyek 
Pepija (0.143), Meat/Sampit of Crab & Surimi (0.121), 
Milkfish Amplang Crackers (0.120), Chips/Crackers 

(processed from fish/shrimp/crab/sea grass) (0.119), Presto 
Milkfish (0.103), and Terap Layer Sponge Cake (0.087). 

Figure 13 presents the results of pairwise comparison 
for LLP alternatives in criterion “Used daily by local 
people and become their pride”. 

 

 
Figure 13 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion  

“Used Daily By Local People And Become Their Pride”

With respect to the description in Figure 13, the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.198), followed by Milkfish Amplang Crackers (0.176), 
Shredded Milkfish (0.174), Chips/Crackers (processed 
from fish/shrimp/crab/sea grass) (0.149), Presto Milkfish 

(0.100), Terap Layer Sponge Cake (0.100), Crispy Soka 
Crab (0.053), and Meat/Sampit of Crab & Surimi (0.050). 

Results of pairwise comparison for LLP alternatives in 
criterion “Use local raw materials and represent local 
uniqueness” are displayed in Figure 14.

 

 
Figure 14 Pairwise Comparsion of Importance Intensity Across LLP Alternatives in Criterion 

“Use Local Raw Materials And Represent Local Uniqueness”

Based on the description in Figure 4, the most 
important LLP alternatives are Dried Fish/Peyek Pepija 
(0.214), followed by Meat/Sampit of Crab & Surimi 
(0.130), Chips/Crackers (processed from 
fish/shrimp/crab/sea grass) (0.122), Milkfish Amplang 
Crackers (0.118), Terap Layer Sponge Cake (0.111), 
Crispy Soka Crab (0.111), Shredded Milkfish (0.100), and 
Presto Milkfish (0.095). 

4.2.4 Priorities of Local Leading Products Alternatives 
for SMEs in Tarakan City  

Local Leading Products (LLP) alternatives have been 
compared and the results of the comparison guide the 
determination of priority for these alternatives. Opinions 
regarding the best alternatives are given by expert 
informants. Results of prioritization of LLP alternatives are 
exhibited in Figure 15.

 

 
Figure 15 Prioritization of LLP Alternatives 
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The description of Figure 15 shows that there are three 
alternatives of Local Leading Products (LLP) receiving top 
priority. These alternatives are: (1) Dried Fish/Peyek 
Pepija; (2) Shredded Milkfish; and (3) Milkfish Amplang 
Crackers. First priority is focused on “Dried Fish/Peyek 
Pepija”. Result of analysis on this LLP alternative indicates 
that this alternative has fulfilled LLP criteria, such as: still 
involve other locality either for market or for raw material 
supply; absorb workers who have high qualification; not 
easily vulnerable to internal and external fluctuations; 
facilitated by many supports for its development; used 
daily by local people and become their pride; and use local 
raw materials and represent local uniqueness. Dried 
Fish/Peyek Pepija is processed from Nomei Fish, or also 
known as Ikan Pepija (local name). In Latin, this fish is 
called Harpadon Nehereu whereas international name for 
this fish is bombay duck. Nomei Fish (Harpadon Neheru) 
is commercial fish widely marketed as one of food 
commodities consumed by people in Tarakan City. 
Economic value of this fish is very high with production 
level reaching 10 tons per month for fresh nomei fish or 3 
tons per month for dried nomei fish [22].  

Second priority is given to “Shredded Milkfish”. 
According to the result of analysis on this LLP alternative, 
this product alternative has met some criteria, such as: have 
strong forward linkage and backward linkage to either 
leading products at the same competition or to those in 
different competition; have capability to compete either at 
national or international markets; and oriented toward 
conservation of resources and environment. Shredded 
Milkfish is a product processed from meat fiber of 
milkfish. Latin term for milkfish is chanos chanos. 
Milkfish production dominantly derives from embankment 
pool cultivation. Productivity level of milkfish 
embankment in Tarakan City is relatively high. Economic 
value of milkfish embankment is quite promising with 
mean value of 1.2 tons/ha/year in 2017 [23]. 

Furthermore, third priority is emphasized on “Milkfish 
Amplang Crackers”. Result of analysis on this LLP 
alternative shows that this product alternative has fulfilled 
two criteria, namely become the driving force for local 
economic development and durable in longer term. 
Milkfish Amplang Crackers is snacks processed from 
milkfish (chanos-chanos) mixed with powder. Amplang 
has been known as traditional snacks that are widely 
consumed by people in northern and eastern parts of 
Kalimantan Island.  
 
5 Conclusions 

The objective of this research is to identify work sectors 
and local leading products that need to be developed to 
improve the competitiveness of Small & Medium 
Enterprises in Tarakan City. Result of research showed that 
four work sectors have been identified as having potentials 
to be developed into local leading sectors. These sectors 
are: Wholesale and Retail Tradings, Construction, 
Transportation and Warehousing, and Processing Industry. 

Research recommends fishery-based processing industry 
to be developed into local leading sector. This 
recommendation is consistent to the government program 
stipulated in “Spatial Order Plan for North Kalimantan 
Province, Number 1 for Period 2017-2037”. This Plan 
intends to develop Tarakan City to become the center of 
processing industry that is based on fishery commodities 
with environmentally friendly procedures. This research 
also found three criteria that have the highest importance 
intensity to be applied on identification of local leading 
products that help Small & Medium Enterprises to improve 
its competitiveness. These criteria are: the development of 
the products is oriented toward conservation of resources 
and environment; the products must use local raw materials 
and represent local uniqueness; and the development of the 
products is facilitated by many supports. Besides these 
criteria, research also discovered three alternatives of Local 
Leading Products that shall be given priority for 
development. These product alternatives are Dried 
Fish/Peyek Pepija, Shredded Milkfish and Milkfish 
Amplang Crackers.  

Local leading products are very much in line with 
comparative theory, so the results of this study can be a 
reference in increasing the economic growth of a country 
based on local advantages. In addition, this research can be 
a recommendation for future research, especially designing 
a strategy model for the development and sustainability of 
selected local leading products. Development and 
sustainability strategies can be directed at increasing 
product quantity and quality, strengthening derivative 
product innovations, increasing sales promotions, 
developing science and technology, and building 
partnership programs. Thus, local leading products can 
compete in a wider market both nationally and 
internationally. 
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