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Abstract

The purpose is to analyze the effect of hard skills on innovation individual capabilities at
coffee small and medium enterprises. Data collection was carried out by census sampling of
45 respondents at 17 coffee SMEs. The results of the questionnaire were returned and valid.
Simple regression linear analysis used for data processing. The research results show that
individual innovation capability among coffee SMEs in is influenced by hard skills. The
ability to use software and the internet, utilize tools and equipment, as well as conceptual
thinking, can trigger the implementation of innovations and problem-solving in coffee
processing for coffee SMEs. Thus, the actor of coffee SMESs can enhance their hard skills, as
these skills play a crucial role in supporting their success, innovation, and sustainable growth
in this competitive and rapidly evolving industry.
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1. Introduction

During the year 2022, the global economy significantly slowed down due to the Covid-19 pandemic.
International institutions such as the World Bank, IMF, and the Organization for Economic Cooperation
and Development (OECD) depicted a grim outlook for global economic growth in 2022. However,
Indonesia managed to withstand the crisis and even maintained a steady economic recovery rate, recording
stable growth of over 5 percent for four consecutive quarters from the fourth quarter of 2021 (Hidranto,
2023).

The Central Statistics Agency (BPS) reported that Indonesia's economy grew rapidly in the second quarter
of 2022 amidst a slowing global economy and rising inflationary pressures. This development is reflected
in the second quarter of 2022 economic growth of 5.44% (year-on-year), significantly higher than the
previous quarter's growth of 5.01% (year-on-year). However, there is data indicating that Indonesia’s
economic recovery was relatively slower in the context of the crisis-related economic growth pattern
compared to other countries in the region. In response to the economic downturn caused by the Covid-19
pandemic, concerns are now arising about the 2023 recession that threatens many countries, including
Indonesia. This recession threat is exacerbated by the global inflation increase due to the pandemic-induced
supply disruptions and monetary tightening in advanced economies resulting from the Russia-Ukraine
conflict (Smesco, 2023).

Despite facing pandemic-related challenges, the industrial sector continues to prioritize its crucial role in
the national economy. The industrial sector in the country showed positive signs amidst the pressures of
the Covid-19 pandemic in 2020. This was demonstrated by the increase in the Purchasing Manager's Index
(PMTI) for manufacturing industries, reaching 50.8 in August 2020 (Majalah Media Industri, 2020).

Small and Medium Enterprises (SMESs) have proven to be a cornerstone of sustainable economic support,
and they have shown resilience during times of crisis. SMESs have been a reliable solution for economic
crises if their presence is maximized (Efedi, 2019). SMEs have managed to operate even in challenging
conditions, such as the drastic economic downturn in 1998 (Effendi et al., 2019) and the Covid-19
pandemic. The current number of SME units exceeds 4.4 million, accounting for 99.7% of all industrial
units in Indonesia. SMEs have emerged as key players capable of standing strong and becoming the main
path to address economic issues (Kemenprin, 2023).

Despite the resilience of SMEs amidst the pandemic, the challenges of globalization in the SME sector have
become more intense, particularly with agreements like the ASEAN-China Free Trade Area (ACFTA). This
demands that industrial entrepreneurs compete not only with domestic products but also with international
ones. This tightens the competition level for SMEs and impacts the structure of the small and medium
industry market.
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As the forefront of Indonesia's economic competitiveness, the development of SMEs requires high-quality,
creative, and innovative human resources. A significant challenge in Indonesia is the mismatch between
the business world and the state of education and training (Rasjid, 2022). Among the commodities, coffee
stands out as an attractive option for SMEs. Coffee has become a popular beverage in Indonesia, with a
high economic value compared to other plantation crops (Azizah et al., 2019). Coffee's presence has
evolved into a trend and culture, leading to the rapid growth of the coffee industry and the emergence of
coffee shops (Gautama et al., 2022). This has driven significant domestic coffee consumption. According
to the International Coffee Organization (ICO) information for 2020/2021, coffee consumption in Indonesia
reached 5 million bags of 60 kilograms each, supported by coffee business growth (Shabiya & Trisyulianti,
2018).

The coffee industry's activities encompass various stages, starting from the cultivation by coffee farmers,
post-harvest processing to produce dried green coffee beans, and downstream processing by industry
players, including roasting and grinding, resulting in packaged coffee powder for sale (Kemenprin, 2017).
These processing activities have led to the importance of downstream coffee processing for industry
players. This presents a new challenge in the coffee industry where business operators need to understand
and master coffee processing.

Based on field observations, several issues arise, including human resources, the limited experience of
coffee industry processors in terms of business longevity, trust in the products, infrastructure, business
climate, legality, accountability, and access to markets that remain unclear. From the mentioned issues, a
critical point in the performance of SMEs is human resources (Alkautsar et al., 2023), as SME owners often
double as managers who run the business and organize human resources (Suryana & Burhanuddin, 2021).
To enhance their ability to meet targets and market demands, SMEs must adapt their business concepts to
align with current global business challenges (Rumanti et al., 2018). Hard skills are skills that involve
creating tangible and visible things (Ardia Sopa et al., 2020). They can be measured through practical or
technical tests. Hard skills are observable through intelligence quotient (1Q) elements such as calculation,
analysis, design, comprehensive knowledge, modeling, and critical thinking. Hard skills are rooted in
knowledge mastery, technical skills, and technological proficiency (Hendarman & Cantner, 2017).

The researcher also conducted direct observations to determine the level of hard skill proficiency among
coffee SME operators in Kab. Garut. Based on the observations, it was found that the mastery of knowledge,
technology, and technical skills does not meet the demands of the coffee industry market. Technical aspects
are not standardized enough to produce better coffee quality, and many workers lack the necessary
knowledge and techniques for coffee processing. Some coffee SMEs in Kab. Garut even rely on coffee
roasteries for roasting their coffee. Based on the presented phenomena, the researcher decided to conduct
further research to explore the direct effects among variables.

2. Literature Review
Hard Skills

Hard skills are an individual's proficiency in mastering technological knowledge and technical skills to
enhance Intelligence Quotient (IQ) related to their field of expertise (Hendarman & Cantner, 2018).Hard
skills can be defined as an art or expertise related to technical aspects in order to perform various tasks in a
job (Sopa et al., 2020). Hard skills represent a model of knowledge that is easily described and formed
(Borrego et al., 2019), easily pronounceable (Haamann & Basten, 2019), and constitute the know-how
within a company (Afsar et al., 2019). Furthermore, hard skills enable the creation, writing, and sharing
across different areas of activity within a company (Lombardi, 2019). Sharing hard skills among employees
is facilitated by methods and a company culture that supports it. Fundamentally, hard skills have cognitive
characteristics and are influenced by Intellectual Quotient (1Q) (Muhammad et al., 2019). Some researchers
in technical management employ the concept of knowledge needed for specific tasks, and its evolution is
in line with the use of technology that can address and analyze arising issues. Hard skills demonstrate
abilities that can be visibly observed (explicit). According to Sirnawati, hard skills are defined as an
individual's competence or proficiency in technology, knowledge, and other technical skills related to a
specific type of work required for a particular job. In order to deliver optimal work results, hard skills play
a valuable and essential role in jobs.

Individual Innovation Capability

Innovation is a crucial indicator for organizations to thrive in the increasingly competitive economic
landscape. In their efforts to enhance their capabilities, organizations must generate innovations, such as
product innovations, methods, or market segments. Individual factors play a pivotal role and have a strong
correlation with organizational innovation (Rumanti et al., 2018). Innovation is a fundamental component
when a company is able to enhance its performance and lead the implementation of new products, services,
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and procedures as a method to provide business value and secure competitive advantage. Traditionally,
innovation has been described as an outcome or a process. Innovation as a process involves the discovery
and implementation of new management practices, methods, or techniques that help a company achieve its
organizational goals. Innovation as an outcome refers to new discoveries introduced to the market (new
products) or the first use of a method (hew process) (Mendoza-Silva, 2020).

Innovation capability refers to an organization's ability to transform knowledge and ideas into new
processes or systems for its benefit. An individual who is innovative can take things and ideas considered
new up to a certain point in their lifetime (Kemer & Altuntas, 2017). Innovation Capability (IC) can be
interpreted as the skill or capability to advance new products that are deemed capable of meeting market
needs, as well as implementing more accurate, efficient technology-based procedures in creating new
products that result from innovative tacit ideas, and the skill to respond to unforeseen technological changes
that may arise due to market disruption (Saragih, 2017).

Individual Innovation Capability is the willingness of employees to adopt new things and the skill to
generate new ideas to achieve personal and organizational goals (Nham et al., 2020). Individual Innovation
Capability will aid individuals in addressing issues in assigned tasks, thereby improving both the quality
and quantity of work (Aristanto, 2017). Individual innovation capability can be defined as the new and
beneficial ideas, processes, or products offered by an employee, as assessed by relevant others. In general,
an individual's innovation or innovation in general must fulfill well-defined needs and, specifically, must
be useful (Ben Moussa & EI Arbi, 2020).

Individual innovation capability is the individually measured ability to develop new products that meet
market needs, implement appropriate technological processes, adopt new products, and respond to future
technology development activities (Rumanti et al., 2018). Based on the presented viewpoints, it can be
stated that individual innovation capability refers to an individual's skill or capability to replace outdated
knowledge, methods, objects, technology, or discoveries that are no longer effective in solving a particular
problem or addressing a specific need.

3. Methodology

This research conduct a quantitative method with a descriptive and associative approach. The quantitative
method is rooted in the philosophy of positivism and is used to investigate a specific population or sample.
Data is collected through research instruments, and data analysis is conducted in the form of
numerical/quantitative/statistical measures. The descriptive approach is used to explain events based on the
variables of Hard Skill and Individual Innovation Capability, based on the responses of the respondents,
which are then elaborated in descriptive form. Meanwhile, the associative approach is used to assess the
impact of the Hard Skill variable on Individual Innovation Capability through simple linear regression
analysis. The primary data used in this study consists of distributing questionnaires and conducting direct
interviews. Meanwhile, the secondary data used includes historical reports that are organized in archives,
whether unpublished or published by the organization or company. The researcher collected data by
conducting observations of coffee SME operators in Kab. Garut until they were able to comprehend the
actual conditions. Subsequently, the researcher interviewed the chairman of the Indonesian Coffee Farmers
Association (APEKI) and distributed questionnaires to coffee SMEs in Kab. Garut, with the sample
consisting of both the owners and employees of coffee SMEs in Kab. Garut.

The population in this study comprises 17 coffee SMEs in Kab. Garut, with a total workforce of 45
individuals. The researcher employed a sampling technique called complete enumeration or census
sampling due to the relatively small population size. This means that all members of the population, totaling
45 employees across the 17 coffee SMEs in Kab. Garut, were included as the sample for the study. Simple
regression analysis aims to identify the impact of one variable on another variable. In regression analysis,
the variable that acts as the cause of change is referred to as the independent variable, while the variable
that undergoes change due to the independent variable is known as the dependent variable. Here is the
regression equation:

Y=at+pX+e
Y is the dependent variable (the variable being predicted)
X is the independent variable (the variable used to predict y)
a is the intercept (the value of y when x = 0)
B1 is the regression coefficient (indicates the change in y for every one-unit change in x)
e is the error (deviation between the predicted value and the actual value)
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4. Empirical Results

In this study, the hard skill variable is measured using three dimensions: the ability to use various software
and the internet, the ability to use various tools and equipment, and learning and conceptual skills. Here are
the results of the respondents' responses to the dimensions of hard skill. Coffee SMEs in Kab. Garut have
technical skills in operating software for coffee processing, such as operating roasting machines.
Additionally, they are capable of using the internet for learning and SME development. However, many
coffee SMEs in Kab. Garut are located in remote areas or regions with limited internet access. Limited
internet infrastructure and technology availability can pose a barrier to accessing online content smoothly.
Several coffee SMEs lack the necessary equipment or technological skills to access social media platforms.
For some coffee SMEs, the use of social media and digital technology might not be familiar or comfortable.
Limited knowledge about accessing and using social media can be an obstacle to accessing content about
the latest coffee processing practices. The results of the hypothesis test to examine the relationship between
hard skills and innovation capability were obtained using simple linear regression analysis. The results of
the hypothesis test to examine the relationship between hard skills and innovation capability were obtained
using simple linear regression analysis, with the calculated significance value of 0.000 < 0.05 or tstat 5.079
> ttable 2.018. The standardized coefficients value is 0.581, indicating a positive direction. Based on these
results, the hypothesis testing indicates that hard skills have a significant positive partial influence on
individual innovation capability.

The findings of this study show that individual innovation capability among coffee SMEs in Kab. Garut is
influenced by hard skills. The ability to use software and the internet, utilize tools and equipment, as well
as conceptual thinking, can trigger the implementation of innovations and problem-solving in coffee
processing for coffee SMEs. This is consistent with the research conducted by Achmad Fajar Hendarman
and Uwe Cantner (2017), which explains that through a well-designed empirical analysis, the findings
enhance our understanding of the relationship between soft skills, hard skills, and individual innovation.
Cross-sectional data from various industries in Indonesia were used from an online survey regarding
managers' and workers' perceptions related to individual innovation performance on one side and individual
skills on the other. The research results show that both soft skills and hard skills are significantly and
positively related to the level of individual innovation. However, no complementarity (positive interaction
effect) was found between soft skills and hard skills. The study by Adrian Sopa et al. (2020) concluded that
both hard and soft skills have a positive and significant impact on employee innovation capability, either
directly or indirectly through the mediating effect of organizational learning. This research proposes a
model for enhancing employee innovation capability in Indonesia through hard skills and soft skills, with
organizational learning as a mediator. This study can pave the way for improving employees' readiness to
face the era of Industry 4.0.

5. Conclusion and Policy Recommendation

Based on the research findings regarding the influence of hard skills on individual innovation capability in
the small and medium-sized coffee industry in Kab. Garut, it can be concluded that the hard skills of coffee
SMEs are generally indicated by the ability to use various tools and equipment to create and enhance
innovation capabilities in individuals involved in coffee processing. Thus, they can enhance their hard
skills, as these skills play a crucial role in supporting their success, innovation, and sustainable growth in
this competitive and rapidly evolving industry. Strong technical skills contribute to improving production
efficiency. By having a deep understanding of the production process and the proper use of equipment,
coffee SMEs can reduce wastage of time and resources, thereby increasing productivity and lowering
production costs.
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