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The Influence of Community Empowerment, Organizational
Commitment, and Organization Learning on Performance of
MSME:s South Minahasa Regency-Indonesia
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Abstract

The aims of this research are to analyze the influence of (1) Community Empowerment on the performance of
MSMEs (2) Learning organization on the performance of MSMEs (3) Community Empowerment on
Organizational Commitment (4) Learning Organization on Commitment. This research used Quantitative method
by involving 354 samples comprising the owners (for variable of the performance of MSMEs) and employees (for
variable of learning organization, community empowerment and organizational commitment). This research was
conducted at MSME:s in 17 districts of South Minahasa Regency. Data analysis technique used is SEM (structural
equation modeling) and the CFA test (Confirmatory Analysis factor). Models were tested by comparing the model
alignment criteria. The results of the research show that four variables are directly significant or proven to be
influential. Those variables are: (1) Community Empowerment to the performance of MSMEs (2) Learning
Organization directly influences the performance of MSMEs (3) Community Empowerment directly influences
Organizational Commitment (4) Learning Organization to Organizational Commitment. Exogenous variables
(learning organization, community empowerment) are proved to have an impact on the performance of MSMEs.
The findings in this study lead to the need for the development of economic education curriculum such as training,
as well as mentoring process, as an effort to improve human resources.

Keywords: Community Empowerment, Organizational Commitment, Learning Organization, Performance of
MSMEs
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1. Intreduction

Micro, Small and Medium Enterprises (MSMEs) undeniably play an important role as the backbone of the national
economy. There are some evident indicators which show how important this sector is in order to support the
Indonesian economy such as the number of MSMEs in 2013 reaching 56, 5 million business units or 99.9% of
total business in Indonesia (source: Kompas, 25 October 2013). Its contribution to the national economy is 57 ,95%
of 4,303.57 trillion, with total investment value of Rp 830.9 trillion of gross domestic product (GDP), and Micro,
Small and Medium Enterprises (MSMEs) absorb labor at 110.80 million people. Data from the Ministry of
Cooperatives and Micro, Small and Medium Enterprises (MSMEs) in 2013 show that the total number of Micro,
Small and Medium Enterprises (MSMESs) in Indonesia reached 56.5 million units, or equivalent to 99.9 percent of
the total business units in Indonesia {(source: Kompas, 25 February 2014).

Since Micro, Small and Medium Enterprises undergo many obstacles in realizing their role, the government
as an institution must pay more attention in order to guarantee the role of SMEs (Bank Indonesia, 2013). The
potential of MSMEs contributes to Gross Domestic Product (GDP) much higher than 58%. The contribution of
MSME has a bigger proportion than big business groups, but it does not result from their high productivity.
According to Tambunan (2009: 60), this bigger proportion is the result of their number of units instead of its
productivity (total or partial). Furthermore, Tambunan (2008: 1-2) reported the empirical studies which explain
that " MSMEs have low contribution to the economic condition in developing countries, and it results from low
education level or skills of workers and employers, lack of capital, impartial government policies which lead to
MSMEs distortion. Budiretnowati (2008: 14) added "the knowledge of MSME owners about the economic value
of goods to be produced is low, so and MSMEs do not get the benefits from the added value they have produced.

In 2014, the Regional Government of South Minahasa District undertook a strategy of increasing the
promotion and marketing of small industries / crafts which linked to the development of tourism. Therefore, the
government had efforts to determine that the location of industrial activities or any company is accesible for the
tourists. The UMKM sector had contributed 20% to the PDRB of South Minahasa Regency in 2013 Problems
found in the development of science and technology in MSMEs can be grouped into two categories, those are
internal problems and external problems.

Internal problems include: (1) Low awareness and willingness of employers to apply science and technology
in the company. (2) Limited capital to make improvements / improvements in technology. (3) Lack of entrepreneur
ability to seize business opportunity. (4) low access and limited information on certain sources of technology and
knowledge. While external problems are as follows. (1) The process of technology transfer to MSMEs is not
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optimal, due to limited personnel. (2) Scheme of financing for the development of science and technology
including the purchase of new machines for MSME is still limited. For example, leasing systems to buy machinery
/ equipment are still imited. MSME less use this system because it is not competitive.

2. Literature Review

2.1 Community Empowernent

Empowerment terminology continues to evolve along with changes in society, Oxaa and Baden (1997) in Utami
2007, defining empowerment originating from the origin of the word "power” which can be understood as: (1)
power over, power to avoid domination and subordination, threats of crime and intimidation; (2) power to, the
strength associated with the ability to make decisions, authority, problem solving and creativity; (3) power with,
the power to cooperate in order to achieve a common goal; and (4) power within, strengths in the form of self-
confidence, awareness, and firmness.

More specifically, empowerment can be interpreted as a planned and systematic process, which is carried out
on an ongoing basis, both for individuals or collectives, in order to develop the power (potential) and abilities that
are within themselves so as to be able to carry out social transformation. Community empowerment can also be
interpreted as an effort to develop, empower, empower, and strengthen the bargaining position of the grassroots
community to pressure forces in all sectors and sectors of life through the transfer of decision making to the
community so that they are accustomed and able to be responsible for everything they choose ( Suharto. 2005;
Dubois & Milley, 2005).

The concept of empowerment is basically an effort to make the atmosphere of a just and civilized humanity
become more structurally effective, both in family life, society, state, regional, international, as well as economic,
political and others (Pranata et al. 1996). Empowerment can also be interpreted as an effort to increase the capacity
of the community to deal with their future needs by providing resources, opportunities, knowledge and skills. (Ife
1995).

Another concept of empowerment is pointing to the ability of people, especially vulnerable and weak groups
so that they have the strength or ability of people, especially vulnerable and weak groups so that they have the
strength and ability to (a) fulfill their basic needs so that they have (fredoom) not only free to express opinions,
but free from ignorance, free from pain; (b) reaching productive resources that enable them to increase their income
and obtain the goods and services they need; and (c) participate in the development process and decisions that
affect them (Suharto, 2005)

2.2 Organizational Commitment

Organizational Commitment According to Meyer & Allen in Guylane and Vandenberghe (2009: 7) suggest that
"Commitment is a global psychological state that characterizes the relationship between employees and
organizations." From the statement above, commitment is a psychological condition as a whole that is
characterized by the relationship between employees and organizations . Furthermore, Meyer and Allen in Luthan
(2008: 147) stated that commitment is an attitude that describes employee loyalty to the company. Employees who
have organizational commitment are employees who have a strong desire to become the main members of their
organization, have a strong willingness to work and strive for the benefit of the organization, have trust and
acceptance of the values and goals of the organization. Porter et al. in Kedsuda and Ogunlana (2007: 167) define
the word "commitment" as the strength of an individual identified by involvement in a particular organization.
Furthermore, Porter et al. suggests that commitment has three main components: strong belief (presumption) and
acceptance of organizational goals and values; a willingness to use a large enough business in the name of the
organization; and one limited desire to maintain organizational membership.

According to Mathis and Jackson (2006: 122) provide a definition of "Organizational Commitment is the
degree to which employees believe in and accept organizational goals and desires to remain with the organization."
From the definition above, organizational commitment is the level to where employees are sure and accept goals
organization and desires to live with the organization. Furthermore, Mathis and Jackson (2006: 122) suggest that
people who are relatively satisfied with their work will be more committed to the organization and people who are
committed to the organization are more likely to get greater satisfaction.

Robbin (2009: 113) states that organizational commitment “A state in which an employee identifies with a
particular organization and goals and wishes to maintain membership in the organization." From the statement
above, organizational commitment is a condition in which an employee takes sides certain organizations and their
objectives and are interested in maintaining membership in the organization. Furthermore, he emphasized the
alignments of employees with respect to the organization and the sincerity of employees towards achieving
organizational goals and the efforts of employees to survive.

2.3 Learning Organization
The term learning organization was originally popularized by Peter Senge, a director of MIT's Organizational
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Learning Center (Massachusetts Institute of Technology) in his book Fifth Discipline. Peter Senge (1999) says
that learning organizations are where people continually expand their results truly truly, where they are, where
people are continually leaming, and where people are continually learning to see the whole together. Curtis and
Philip (2001: 551) also said that: Members of the organization to develop models, tools and techniques for their
change and grow faster than competitors.

From the two notions of organizational experts above, it can be concluded that the learning organization is an
organization that people in it together continually strive to develop themselves and continue to learn in order to
face business competition and changes in the environment around the organization. According to Lipshitz's
learning organization and colleague (2002) "it is painstakingly dependent on the willingness of people to care and
share knowledge with others". The application of the principle of learning at work offers an opportunity to develop
trust and communication among different individuals, who have jointly identified learning as their primary goal.

3. Theoritical Framework

3.1.Correlation between learning organization and organizational commitment.

Xianting, Fungfai (2010) conducted a study to determine the impact of organizational learning culture on the
results of the mentoring practices in the AEC industry (the Architucture, Engineering, and Contruction Industry)
which led to an increase in organizational commitment. The research samples were 269 young industry
professionals of AEC in Hongkong. The results showed that organizational leaming culture has a positive
relationship with guidance practices. It also showed that guidance practices have a positive impact on
organizational commitment, and finally organizational learning culture has a positive relationship with
organizational commitment through counseling practice.

3.2.The correlation of learning orgamization and the performance of MSME

Hurly and Hult's (1998) research entitled Innovation, Market Orientation and Organizational: An Intregration and
Empirical Examination. In this research, the researchers established a conceptual framework that explained that
the characteristics of organizational structures and processes as well as the cultural characteristics drive the
innovation of an organization. It will ultimately affect the competitive advantage and company performance. The
variables studied were the size and the resources, and the cultural variables leading to the innovations examined
were learning and development, status differences, support and collaboration, power sharing and resistance to
conflict. The study was conducted on 56 groups of companies and the results of analysis were: a) the size of groups
and cultures that encourage innovation affect the capacity of innovation in employees. b) The higher the
dimensions of innovation culture such as participation, support and collaboration, power sharing, organizational
development and learning, the higher the organizational innovation.

The similarity between Hurley and Hult's (1998) and this research is that both research focus on organizational
learning variables. However, Hurley and Hult's (1998) research revealed that organizational learning is believed
to have an effect on the capacity of innovation which will affect the employee's performance. That research has
not been empirically tested but the influence of organizational learning on employee performance will be tested
empirically.

3.3. The correlation of Community Empowerment and MSMEs Performance.

M.J. Xavier, J. Raja and S. Usha Nanhini (2006) conducted a study entitled Entrepreunership Development through
Corporate Intervention between Self Help Group in India, The Case of HLLLs Project Shakti. This study aims to
determine the impact of Hindustan Lever Limited company intervention through empowerment project named
Shakti to women - women self-help group. The variables observed were the criteria of entrepreneurship
development, economic empowerment, social empowerment, the interrelationship between the three and the
formulation of an integrated model illustrating the relationship of the three. The analytical technique used is
Narrative Analysis which aims to evoke the entrepreneurs’ response to family background, work character and
lifestyle. The results of this study indicates that the intervention through Shakti Project to micro entrepreneurs
triggered the existence of business continuity. Economic empowerment resulted in business independence, and
social empowerment resulted in leadership.

Guy Vincent's research (2005) entitled The Roles of Microfinance, Entrepreneurship and Sustainability in
Reducing Poverty in LDCs aimed to study 1) the relationship between microfinance, entrepreneurship and
sustainability in poverty reduction in developing countries, 2) the influence of micro entrepreneurship in reducing
poverty and empowering the community. The study used microfinance theory and the role of entrepreneurship in
reducing poverty and focused on sustainability in reducing poverty. The results of the study showed that (1)
economic benefits - entrepreneurship leads to a promising process of development (2) social development and
impact, microfinance allows improvements in the quality of life of micro-entrepreneurs (3) microfinance presence
stabilizes cash flow of MSMEs and secures the business.
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3.4 The correlation of Empowerment and Organizational Commitment
In addition to a vital organizational asset, Human Resources (employees) are internal customers who determine
the final quality of a product or service and organization. However, in the reality, many organizations exploit their
employees and do not provide opportunities for them to grow and perform optimally. The worst situation happens
when the owners and employees do not trust each other. This condition is possible due to low working spirit and
work morale, productivity, apathy and work dissatisfaction and the decrease of organizational commitment
(Corsun and Enz (1999). Koberg et al. (1999) stated that empowerment will affect organizational commitment
Furthermore, the conceptual model that will be studied in this research is presented in the following figure:

Conmmmity
Emponerment (X,

Performan
ce of
MSME
Y2y

Learinng

CXrgemizetiont
(X3)

Organizational
Commitment
(X3

Figure 1 . Research Conceptual Model
This conceptual model is so simple and presents the status of each research variables, those are antecedent
variables and consequences. Antecedent variables consist of learning organization, community empowerment and
organizational commitment. These variables affect each other. The result variable is the performance of MSMEs.

4. Hypothesis

H1: Variable of community empwerment influences directly to the MSMEs performance

H2 : Variable of Learning Organization influences directly to MSMEs performance

H3 : Variable of community empowerment influences directly to organizational commitment
H4 : Variable of learning organization influences directly to the organizational commitment

5. Method Research
In this research, the respondents of the research are the owners of MSMEs. The research was conducted in MSMEs
in 17 districts of South Minahasa Regency. The magnitude of N is determined by the research population. The size
of the population can be seen from the number of units of MSMEs in 17 districts of South Minahasa Regency. The
size is presented in the following table.

Table 1. Research Population

No Districts Micro Business Small Business Medium-scale Business
(unit) (unit) (unit)
1 Modoinding 351 97 213
2 Tompaso Baru 235 86 195
3 Maesaan 124 39 135
4 Ranovyapo 227 146 113
5 Motoling 364 81 33
6 Kumelembuai 82 11 92
7 Motoling Barat 34 0 203
8 Motoling Timur 89 45 128
9 Sinonsavang 135 109 202
10 Tenga 424 200 315
11 Amurang 520 252 413
12 Amurang Barat 178 146 315
13 Amurang Timur 156 106 257
14 Tareran 257 71 180
15 Suluun Tareran 38 28 64
16 Tumpaan 447 165 218
17 Tatapaan 241 50 154
Amount 3899 1632 3230
Total N 8761

Source : Industry and Coorperation Department, South Minahasa Regency
The size of samples is determined by using sampling without replacement with 5% error rate. This proportion
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equation was developed by Daniel and Terrel (1989). The total samples are 54 respondents. The population is
stratified, so to accurately describe about the properties of a heterogeneous population, the researcher uses
Proposional random sampling.

Community Empowerment refers to Tri Widodo Utomo (2004). Its dimensions include Business Counseling,
Service Business Facility, Market Development, Assistance. Organizational Commitment refers to Meyer and
Allen in Luthan (2008: 147). Its dimensions include Affective, Sustainability and Normative. The performance of
MSME refers to Maynard in Riyanti 2003; Robbins 2001; Terziouski and Samson 2000, Brealey and Gitmen in
Sangen M.2005. Its Dimensions include Level of income for the last 3 years, gain set aside, Growth volume for
the last 3 years, Market coverage, self-satisfaction as an entrepreneur, working conditions, the growth of labor, the
frequency of community conflicts around due to the use of tools / machinery, environment.

In this research, the data analyzed serve as primary data. They refer to data directly obtained from the
respondents through questionnaires. Instruments built from research variables in accordance with the references
are used to provide an overview of the empirical conditions. Through the instrument, respondents give response
by providing self-rating on statements or question based on their experiences. Laggomarsino and Cardona (2003)
suggest that self-rating is adequate for studies involving self-conceptualization. The research instrument uses
measurement with likert scale or commonly referred to as summated ratings (Coolican, 1994). It consists of the
values of the responses on the scale contained in the instrument which can be summed up.

6. Result and Discussion

6.1 Result

In testing stage, early-simulation process in this conceptual research aims to find out the fulfillment of alignment
requirements for a model. However, the basis of pre-conceptual testing comes from valid manifestation or
converge at the test result of CFA (Confirmatory Factor Analysis). The eliminated manifestations are not used
anymore as suggested by modification indeces. The test of convergent validity and composite reliability is applied
to provide level of model unity. Convergent validity is found out by comparing factor loading value with
unmeasured coeficient which is 1 — error. If factor loading value is higer than unmeasured coeficient. Therefore,

(Z4)
(ZA) +(ze)
Hasan, 1998; Ferdinand, 2002; Teo and Lim, 2001). The result and reability of the research of research model is
presented in the following table:

Tabel 2.Convergent Validity and Composite Reliability

the manifestation has validity; however, composite realibility in as formulated in (Bagozzi in

No Indicator LO?S; ng (1-e} | Conclusion
1 | Learning Organization
Training (X2.1) 0.86 0.05 Valid
Mentoring (X>.2) 0.66 0.04 Valid
Experience (X2.3) 0.72 0.04 Valid
Composite Reliability = 0.975 Reliable
2 | Community Empowerment
Business skill training (X;.1) 0.86 0.05 Valid
Business Counseling (Xs.2) 0.66 0.04 Valid
Business Facility (Xz.3) 0.72 0.04 Valid
Composite Reliability = 0.975 Reliable
3 | Organizational Commitment
Affective (Y1.1) 0.86 0.05 Valid
Sustainable (Y1.2) 0.66 0.04 Valid
Normative (Y.3) 0.72 0.04 Valid
Composite Reliability = 0.975 Reliable
4 | MSMEs Performance
Set aside profit (Y2.3) 0.62 0.04 Valid
The last three years growth of product quantity (Y.4) 0.80 0.04 Valid
Market reach (Ya.5) 0.69 0.03 Valid
Contflict frequency of society due to the use of tools or machine (Y.5) 0.77 0.05 Valid
Composite Reliability 0.981 Reliable

Source: Data Processed (2018)

The model of research result has fulfilled the principle of validity and realibility. It is according to the view
of Tull and Hawkins (1987), Malhotra (in Solimun, 2002), and Jogaratnam and Buchanan (2004) who stated that
the acquisition of coefficient-reliability is more than 0.60 considered sufficient. Generally, this criterion is
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acceptable. ;
The calibration result of the direct and indirect influence from one variable to the other variables presented
in the following table:
Table 3. Direct and Indirect Influence

He Calibration Diregf efﬁdi’?ltd(i)f:cr’:ﬂuem;mal S
! | Organizations Commitment Gen | - | 03 | Significan
2| Sommnts Empovemet > ST o | senem
3 iig&”égp(ﬁi‘iﬁii’éé’" ~ (Sfé) - 0.22 Signifiegnt
1| Commnty Smpowerma > S e [ s

Source: Data Processed (2018)
Information : Number in parenthesis () presenting T-value; T-value > T-table (1.96) is significant
Based on the calibration above, it is stated that the influence is significant between learning organization
toward organizational commitment, community empowerment toward organizational commitment, learning
organization toward MSMEs performance, community empowerment toward MSMEs performance. The result of
hypothesis proof is presented in the following table:
Table 4. Respondent Perception toward Indicator of Research Variable

Variable Indicator | Loading Factor Mean
Learning Organization X2 0.86 3.6
X3 0.66 3.8
X>3 0.72 3.7
Community Empowerment X3.1 0.86 3.8
X3 0.66 3.9
X33 0.72 3.5
Organizational Commitment Y11 0.86 3.6
Yi2 0.66 3.6
Yi3 0.72 3.6
MSMEs Performance Yas 0.64 3.6
You 0.80 3.5
Yos 0.69 3.6
Yoo 0.77 3.6

Source: Processed Data (2018)

6.2 Discussion

Learning organization influences to organizational commitment

The hypothesis calibration 2, the estimated result on the research model presents the value of T-value is 6.62(>
tubet].96) has strong value and shows significant. It means that learning organization has direct influence to the
organizational commitment or proven. The finding of research result discovers that direct influence of learning
organization toward organizational commitment is valued as 0.34. Leaming organization contains training
manifestation, mentoring, and experience. From the third manifestation has high loading value from one of
learning organization manifestation which is mentoring. Strong employee training will affect to employee
commitment and will influence to the improvement of MSMEs performance. It is in line with research result of
Xianting Y. Fungfai, NG (2010) discovers that the culture of organization learning has positive relationship with
practice guidance, practice guidance affects on organizational commitment, the culture of organization learning
has positive relationship to the organizational commitment through practice guidance. The research resulit is in
line with the previous research by Jun jo, S, Kyoo, B.J (2011), Chaoo, Lee (2007), Egan, Yang Barlett (2004)
Kyoo, B.J. (2011), Xianting Y. Fungfai, NG (2010), Tseng, C. (2010).

Community Empowerment affects directly to the Organizational Commitment

From the third hypothesis calibration, estimated result on research model presents value T-value of 5.79 (>
tiabet1.96). It indicates strong value and significant which means that community empowerment has direct influence
to the organizational commitment, and it is proven. Research finding finds out that direct influence of community
empowerment toward total influence of organizational commitment is 0.30. The implication of empowerment
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especially in manifest (business facility) of company is adequate provided. The adequate facility affects on
organizational commitment of employee. Facility defines as the process {accompaniment) which are condicted in
social groups in village. It relates to the problem of MSMEs which will result business in MSMEs which affects
on people commitment to be more independently productive for being entrepreneur. Community empowerment
affects the organizational commitment in line with the previous research (Corsun and Enz (1999). Koberg et al ,
(1999).

Learning ovganization gives direct influence to MSMEs performance

From the sixth hypothesis calibration, estimated result on research model presents that the value of T-value is
4.10(>tpat1.96). It indicates significant and strong value which means that learning organization has direct
influence to the MSMEs, and it is proven. It finds out that the influence of learning organization toward MSMEs
performance 1s 0.22 in total. It means that learning organization will affect to MSMEs performance if employees
have strong learning organization through the training, mentoring, and experience process; therefore it affects to
the improvement of the performance of MSMEs company. This research is in line with the previous research from
Hurly and Hult (1998), Yani Antariksa (2000).

The community empowerment gives direct influence to the MSMEs performance

From the seventh hypothesis calibration, estimated result on research model presents that the value of T-value is
7.76(> tunal.96) which indicates strong and significant value. It defines community empowerment that has direct
influence to MSMEs performance, and it is proven, The research result has direct influence on community
empowerment toward MSMEs performance which is 0.42 which presents through community empowerment in
business facility manifestation. If facility of technology or machine equipment is fulfiiled therefore it affects on
MSMEs performance. In the process of facilitation which is conducted will result independent business in MSMEs
affecting to the improvement of entrepreneur’s quality of life. The impact of community empowerment will affect
to the improvement of life quality of MSMEs’s owners. It is in line with the previous research from M.J. Xavier,
J. Raja and S. Usha Nanhini (2006), Guy Vincent {2005), Robert C. Rice (2000).

7. Conclusion

1. Learning Organization directly affects to the Organizational Commitment.

Value of T-value as 6.62(> tupal.96) has strong value and presents significant. The research results find out
that learning organization directly affects to the organizational commitment or called proven. The total
mfluence value is 0.34 which results mentoring manifestation (practice guidance) positively affects to the
organizational commitment, cultural learning organization which has positive relationship with organizational
commitment through practice guidance.

2. Community empowerment directly affects to the organizational commitment. Value of T-value as 5.79(>
trabe 1. 96) presents strong value and it is significant. The research result proves that community empowerment
directly affects to the organizational commitment or called proven. The total of influence scale is 0.30 which
means that a company provides sufficient business equipment in technology; therefore, it can results the
employee commitment. It can be seen from the tmplication of empowerment especially in facilities for the
process of facilitation conducted by social groups in village which work on MSME:s. Tt results the independence
to run business of MSMEs. It affects to the people’s commitment to work extra for independent
entrepreneurship. It concludes that community empowerment can affect to organizational commitment.

3. Learning Organization directly affects tothe MSMEs performance. It results that learning organization directly
affects to the MSMEs performance, and it is proven. Learning organization gives impact to the MSMEs
performance unless employee have learned about leaming organization through training, mentoring, and
experience. Therefore, it will affect to the improvement of MSMEs company’s performance.

4. Community empowerment directly affects to the MSMEs performance. It results that community empowerment
gives direct influences to the MSMEs performance, and it is proven. Facilitation which has been conducted
can results independence of running the business of MSMEs. It affects to the improvement of entrepreneur’s
quality of life. Therefore, it concludes that community empowerment can affects to the improvement of
MSMEs entrepreneur’s life.
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