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ABSTRACT

This article analyzes the risk management implemented by pottery Micro, Small, and
Medium Enterprises (MSMES) in Pagelaran, Malang Regency. Pottery MSMEs are an
essential sector in the regional economy, but they also face various risks that can affect
their business continuity. The research method used in this article is qualitative research
with a case study approach. Data was collected through interviews with pottery MSME
owners, direct observation, and analysis of documents related to risk management. The
results of the analysis show that pottery MSMEs in Pagelaran Malang Regency face
several main risks, including raw material risk, product quality risk, market competition
risk, risk of changes in market trends, and financial risk. To manage these risks, pottery
MSMEs have implemented several risk management strategies. Even though pottery
MSMEs have implemented several risk management strategies, they still face challenges,
such as limited resources and access to adequate information. Therefore, this article also
recommends improving risk management for pottery MSMEs in Pagelaran, Malang
Regency. By implementing effective risk management, it is hoped that pottery MSMES in
Pagelaran Malang Regency can reduce the impact of risks and increase the sustainability
of their business. This research contributes to understanding risk management in pottery
MSMEs and can be a reference for similar MSMEs facing similar risks.

Keywords: Risk Management, Risk Analysis, Pottery MSMEs, Malang Regency Performance

INTRODUCTION

The role of MSME actors is large enough in Indonesia to help the country's
economy. MSMEs are one of the many micro-scale economic motors of the nation, this
needs to be considered to help the country's economy (Januardin Manullang and Hottua
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Samosir, 2019). One of the MSME sectors that is quite prominent is the pottery industry
in Pagelaran Malang Regency.

The pottery industry in Pagelaran Regency, Malang, has great potential to develop
and make a significant contribution to the economy of the local community. However, like
other businesses, the pottery industry also faces various risks that can affect the continuity
and success of its business.

First, we will identify various risks that may be faced by pottery MSMEs, such as
raw material risk, product quality risk, competition risk, risk of government policy changes,
and financial risk. After that, we will analyze the impact of each risk on pottery MSMEs
and how these risks can be overcome or mitigated.

Next we will discuss the importance of risk management in the context of pottery
MSMEs. We will explain that effective risk management can help MSMEs identify,
measure, manage and mitigate the risks they face. We will also discuss steps that pottery
MSMEs can take to improve their risk management, such as developing risk policies,
using risk analysis tools, and diversifying products.

Finally, we will give examples of successful risk management practices that have
been implemented by Pottery MSMEs in Pagelaran Malang Regency. These examples will
provide insight into how pottery MSMEs can face and overcome existing risks, and
achieve success in their business.

By analyzing risk management in pottery MSMEs in Pagelaran Malang Regency, it
is hoped that this article can provide useful insights for pottery MSMEs in facing existing
risks. With effective risk management, pottery MSMEs in Pagelaran Regency, Malang can
increase competitiveness, strengthen their position in the market, and contribute more to
the local economy.

THEORETICAL BASIS

1. Risk Manajemen

According to Bramantyo (2008:43), risk management is a structured and systematic
process of identifying, measuring, mapping, developing alternative risk treatments, and
monitoring and controlling risk management. The implementation of risk management
helps companies identify risks from the start and helps make decisions to overcome these
risks. Strategies that can be taken include transferring risks to other parties, avoiding risks,
reducing the negative effects of risks, and accommodating some or all of the consequences
of risks. certain. Traditional risk management focuses on risks arising from physical or
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legal causes (such as natural disasters or fires, death, and lawsuits. Financial risk
management, on the other hand, focuses on risks that can be managed using financial
instruments.

The goal of implementing risk management is to reduce the different risks
associated with the selected field to a level that is acceptable to society. This can take the
form of various types of threats caused by the environment, technology, humans,
organizations and 10 politics. On the other hand, the implementation of risk management
involves all means available to humans, in particular, to risk management entities.

2. Pottery MSMEs - Definition: MSMEs (Micro, Small and Medium Enterprises) Pottery
is a business engaged in the production and sale of pottery with a small or medium
business scale. - Characteristics: Pottery MSMEs generally have limited resources,
limited production scale, and dependence on local or regional markets. - Challenges:
Pottery MSMEs face various challenges such as market competition, fluctuations in
raw material prices, changes in consumer demand, and financial risks.

3. Risk Management Analysis on Pottery MSMEs:

- Risk Identification: Risk identification involves identifying potential risks that can affect
the success of Pottery MSMEs, such as operational risk, financial risk, supply risk,
reputation risk, and environmental risk. Risk Assessment: Risk assessment involves
evaluating the level of impact and likelihood of occurrence of the identified risks. This can
be done using methods such as SWOT analysis (Strengths, Weaknesses, Opportunities,
Threats) or FMEA analysis (Failure Mode and Effects Analysis).

- Risk Control: Risk control involves developing strategies and actions to reduce or
eliminate identified risks. This may involve the implementation of standard operating
procedures, product diversification, insurance, or cooperation with other parties.

- Risk Monitoring and Evaluation: Risk monitoring and evaluation is carried out on an
ongoing basis to ensure the effectiveness of risk control strategies that have been
implemented. If needed, corrective action can be taken to address emerging risks.

HYPOTHESIS

Hypothesis 1: There is a positive relationship between the level of risk management of raw
material risk and the availability and stability of raw material supply in pottery MSMEs in
Pagelaran Malang Regency.
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Hypothesis 2: There is a positive relationship between the level of risk management on
product quality risk with product quality improvement and customer satisfaction in pottery
MSMEs in Pagelaran Malang Regency.

Hypothesis 3: There is a negative relationship between the level of risk management and
market competition risk with the increase in market share and competitiveness of pottery
MSMEs in Malang Regency.

Hypothesis 4: There is a positive relationship between the level of risk management to the

risk of changing market trends and the ability of pottery MSMEs to adapt to changing
market trends in Malang Regency Pagelaran.
Hypothesis 5: There is a positive relationship between the level of risk management to
financial risk with increased financial stability and better financial risk management in
pottery MSMEs in Pagelaran Malang Regency.

METHOD
1. Research Design: This research uses a case study approach, which aims to understand in
depth the risk management carried out by Pottery MSMEs in Pagelaran Malang Regency.
This research design will involve collecting data from several relevant sources, such as
MSME owners, employees, customers, and other related parties.
2. Case Selection: Case selection is carried out by considering Pottery MSMEs in Malang
Regency Pagelaran which have characteristics relevant to the research topic. The selected
cases must represent the variety of risks faced by Pottery MSMEs in Pagelaran Malang
Regency.
3. Data Collection: Data collection is carried out through several techniques, such as in-
depth interviews with MSME owners, direct observation of MSME locations, and analysis
of documents related to risk management. In-depth interviews will help in understanding
the perspective of MSME owners regarding risk management carried out, while direct
observation will provide an understanding of risk management practices carried out on
Pottery MSMEs in Pagelaran Malang Regency.
4. Data Analysis : The collected data will be analyzed qualitatively. Qualitative data
analysis involves the process of organizing, coding, and matizing the collected data. The
findings of the data analysis will be used to identify patterns, themes and relationships
relevant to risk management in Pottery MSMEs in Pagelaran Malang Regency.
5. Interpretation and Conclusion: The results of the data analysis will be interpreted to
produce a deeper understanding of risk management in Pottery MSMEs in Pagelaran
Malang Regency. The conclusions of the study will be prepared based on findings

Malang, East Java, Indonesia, December, 13 2023 435




2nd

®
c bc SS I C Forging a Sustainable Future in
the Digital Economy Amid

The § d “
Economics, Business, Enirepren:ur;fi%n& GIObaI UnCEI‘talnty

Social Sciences International Conference

emerging from data analysis, and will provide insight into effective risk management
practices and challenges faced by Pottery MSMEs in Malang District.

RESULTS AND DISCUSSION
Results:

1. Interview Results: Through interviews with pottery MSME owners in Pagelaran
Malang Regency, it was found that the majority of respondents realized the importance of
risk management in their business operations. They recognize that raw material risks,
product quality risks, market competition, changes in market trends, and financial risks are
the main risks faced in the pottery business.

2. Results of Direct Observation: Direct observation was carried out to observe risk
management practices carried out by pottery MSMEs in Pagelaran Malang Regency. It
found that some MSMEs have implemented measures to identify, analyze, and manage the
risks faced. For example, they use quality control systems to ensure consistent product
quality, establish cooperation with reliable raw material suppliers, and conduct market
surveys to understand consumer trends and needs.

3. Results of Document Analysis: Document analysis related to risk management is
carried out by collecting and analyzing documents such as risk management policies,
standard operating procedures, and financial statements of pottery MSMEs in Pagelaran
Malang Regency. From this analysis, information can be found about the measures that
have been taken to manage risks, such as the use of insurance, diversification of raw
material supply, and the use of financial tools to overcome financial risks.

Based on the results of data collection through interviews, direct observation, and
document analysis related to risk management in pottery MSMEs in Pagelaran Malang
Regency, it can be concluded that risk management has become an important concern for
pottery MSME owners. They are aware of the risks faced in their business operations and
have taken steps to manage these risks.

Research by Wang et al. (2020) revealed that effective risk management can assist
MSMEs in managing raw material risks, including availability and supply stability. In the
context of pottery MSMEs, good risk management can help in identifying and managing
risks associated with raw material supply, such as price fluctuations, delivery delays, and
raw material quality. Thus, this hypothesis is supported by related literature. In the context
of raw material risks, pottery MSMEs in Pagelaran Malang Regency have collaborated
with reliable raw material suppliers to ensure availability and stability of supply. They also
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use quality control systems to ensure consistent product quality and minimize the risk of
manufacturing defects.

Research by Chen et al. (2021) shows that MSMEs that implement good risk
management tend to have stronger competitive advantages and are able to better face
market competition. In the context of pottery MSMEs, effective risk management can help
in identifying and managing risks associated with market competition, such as changing
consumer preferences, market penetration by new competitors, and competitive pricing.
Therefore, this hypothesis is supported by related literature. In facing the risk of market
competition, pottery MSMEs have conducted market surveys to understand consumer
trends and needs. This helps them in developing products that match the market demand
and increase their competitiveness.

Previous studies by Kurniawan and Suharto (2018) showed that MSMEs that have
good risk management tend to be better able to anticipate and respond to changes in
market trends quickly and effectively. In addition, research by Wibowo and Suharyono
(2019) shows that good risk management can help MSMEs identify new opportunities and
reduce the negative impact of changing market trends.

In terms of financial risk management, research by Wibowo and Suharyono (2019)
also shows that good risk management can help pottery MSMEs in managing financial
risks well, including cash flow management, cost control, and diversification of income
sources. This can increase the financial stability of pottery MSMEs and reduce the risk of
bankruptcy.

To overcome financial risks, pottery MSMEs use financial tools such as business
loans and investments to strengthen their working capital. Some MSMEs also use
insurance to protect their assets from the risk of fire or other disasters. According to
research conducted by Kurniawan and Suhardjanto (2020), MSMEs that have a high level
of risk management tend to have better financial stability. They are better able to weather
economic challenges and better manage financial risk, thus maintaining their business
continuity.

Although risk management measures have been taken, further efforts are still
needed to increase awareness and understanding of risk management among pottery
MSMEs in Pagelaran Malang Regency. Training and education on risk management can
help MSMEs identify and manage risks more effectively.

In this study, data collection was carried out through interviews, direct observation, and
analysis of documents related to risk management. These methods provide a comprehensive
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understanding of risk management practices carried out by pottery MSMEs in Pagelaran Malang
Regency. However, it's important to remember that this study is limited to

CONCLUSION

Based on the risk management analysis of pottery MSMEs in Pagelaran Malang
Regency, it can be concluded that the main risks faced are raw material risks, product
quality, market competition, changes in market trends, and financial risks. The risk of raw
materials is an important factor that needs to be managed properly to ensure stable and
quality supply. In addition, risk management must also focus on controlling product
quality in order to meet customer expectations and maintain business reputation. Intense
market competition requires pottery MSMEs to continue to innovate and strengthen
marketing strategies. Changes in market trends should also be anticipated by conducting
in-depth market research and rapid adaptation. Lastly, financial risk needs to be well
managed through careful financial planning and diversification of income sources.

Based on this analysis, there are several suggestions that can be given to pottery
MSMEs in Pagelaran Malang Regency in managing the risks faced. First, it is important to
establish good relationships with raw material suppliers and diversify supply to reduce
supply risks. Secondly, it is necessary to pay special attention to product quality control
through the implementation of strict production standards and employee training. Third,
pottery MSMEs need to develop creative and effective marketing strategies to win market
competition, such as utilizing social media and collaborating with related business people.
Fourth, changes in market trends must be anticipated through continuous market research
and product updates that suit consumer needs. Lastly, good financial management is
essential for managing financial risk, including careful budget planning, prudent debt
management, and diversification of resources.
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