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ABSTRACT 

 

The Covid-19 pandemic that resulted in a 

prolonged economic crisis if not taken seriously. 

The implementation of strict health protocols 

was put in place to reduce the number of covid 

19 spread. This resulted in the economy, 

especially MSMEs, being seriously affected. To 

overcome this, one solution is the digitization of 

MSMEs in the framework of national economic 

recovery. Opportunities and challenges for 

MSMEs in digitizing their businesses. The 

easier access to sales with digital systems can 

directly increase the income of MSMEs. 

However, with the implementation of 

digitalization there will be increasingly fierce 

competition. Therefore, MSMEs must have a 

creative and innovative strategy for their 

business to be able to maintain their business. 

 

Keywords: digitization, covid 19 pandemic, 

MSMEs 

  

INTRODUCTION 

MSMEs (Micro, Small and Medium 

Enterprises) are one of the business sectors 

that can support the Indonesian economy. 

MSMEs experience many challenges in 

running their business, including lack of 

capital needs, business licenses, branding to 

business marketing. The number of business 

actors resulted in intense business 

competition. Therefore, business actors 

must make products needed by consumers 

with good quality.  

The Covid-19 pandemic that hit 

Indonesia has had a significant impact on 

the MSME sector. Government policy 

regarding health protocols on minimizing 

the spread of Covid 19 by being at home 

only has an impact on MSME turnover. This 

challenge is very heavy run by MSME 

actors to be able to survive even many who 

go out of business. Many businesses have 

suffered destruction, but MSMEs were able 

to survive and even increased by 350% 

(Wijoyo & Widiyanti, 2020). MSME actors 

must be innovative in making breakthroughs 

so that their businesses can continue to 

survive. However, the Covid-19 pandemic 

conditions encourage creativity and 

innovation in products and sales. According 

to Habibah et al (2020) stated that with the 

development of technology and information 

is used as a medium that can be a human 

solution in terms of work, especially during 

the Covid-19 pandemic. 

The rapidly growing development of 

technology also has a direct impact on the 

MSME sector. The choice is only two, 

namely continue to develop following the 

trend of technological development or 

retreat slowly because it is not able to 

compete. According to Fuadi et al (2021) 

Technology can change the paradigm of 

people to always innovate, so that it 

becomes more efficient and effective and 

has an impact on the online marketing 

system so that technological progress 

greatly affects the economy. Meanwhile, 

according to Darto (2014) the role of the 

internet is a necessity for MSME players in 
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transforming their businesses to increase 

sales that can strengthen business resilience. 

The majority of MSME players have 

thought about adopting a digitalization 

system in sales. The development of digital-

based MSMEs has grown rapidly in various 

fields of MSMEs both from medium to 

micro scale. A problem that often arises in 

the digitization of MSMEs is the lack of 

technological literacy owned by MSME 

actors. Many business actors are still gaptek 

(stuttering technology) in using technology 

and information. This is usually often the 

case for business actors who are old and less 

quickly adapt to technology. Another 

problem that arises is the limited facilities 

owned such as gadgets and internet 

connections that have not been maximized.  

The role of the government in 

increasing the digitization of MSMEs is 

needed. The government should be able to 

provide training and capital for MSME 

players to learn digitalization. Various 

government policies to increase the 

number of digitalization of MSMEs. The 

Ministry of Cooperatives and SMEs 

(Kemen Kop UKM) and Meta in Indonesia 

strengthened collaboration that aims to 

help MSME players utilize digital 

technology in developing businesses in the 

MSME digitization program in 2022. In a 

survey conducted by Metaverse, it was 

found that 22% of MSMEs actively 

utilized the Facebook application and 

further reported that their sales last month 

were higher than the same month in the 

previous year. In other words, social media 

is a means of entrepreneurial development 

and sustainability of UMKM (Purwana, et 

al, 2017). MSME actors in Indonesia have 

great potential in the development of 

digitalization of MSMEs to be more 

advanced and developed. 

  

MATERIALS AND METHODS 

1. Digitization of MSMEs 

MSME strategies in increasing sales of 

their products are diverse. Very tight 

business competition encourages MSME 

actors to have done a lot of digital 

transformation to maintain their business. 

Not only domestic competition but products 

from abroad have mushroomed in the 

market. MSME strategies to be able to 

compete start from good product quality and 

affordable prices. Currently consumers are 

able to compare quality and price with other 

sellers. 

Digitalization is the process of switching 

from activities, documents to digital forms. 

According to Farhani and Chaniago (2021) 

Not all MSME actors understand 

digitalization, most of them only define it as 

limited to opening a store online. The 

digitization of MSMEs is not just doing 

marketing online. However, digitalization 

begins when going to open a business, 

making a product, packaging, administration 

to the field of marketing. Any type of 

business carried out in both the field of 

services and manufacturing that utilizes 

computer technology online can be called a 

digital business. Digital transformation is a 

change in methods in handling a job using 

information technology to be more effective 

and efficient (Danuri: 2017). The rapid 

development of digitalization makes 

business actors to always update with 

existing systems.  

Some obstacles in carrying out business 

digitization faced by MSME actors. The 

lack of trust between sellers and buyers is 

one of the reasons MSMEs have not gone 

online. Understanding MSME actors is still 

limited in the role of technology in 

marketing access. Sellers and buyers still 

feel insecure about making payments online. 

In this case, the government can socialize 

about the digitization of MSMEs.  

Some of the obstacles faced by MSMEs 

are; First, MSME actors are still constrained 

on the production capacity of goods. Even 

many MSMEs fail in the digital market, 

because they do not meet the demands of 

the digital market. Second, the quality of 

endurance of MSME actors is not evenly 

distributed. Because in this digital market, 

actors must be able to compete with large 

companies that during the pandemic also 

switched to using digital platforms. Third, 
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strengthening digital literacy education and 

strengthening human resources for MSME 

business actors (Suwarni, et al, 2019) is 

needed.  

The era of the industrial revolution 4.0 

has turned all manual activities into all 

digital. Changes in people's behavior have 

become accustomed to doing activities 

digitally. The ease of doing everything 

digitally is seen when making a purchase of 

an item. According to Delloitte Access 

Economics (2015) states that consumers are 

increasingly accustomed to making 

decisions based on digital content and going 

online in purchasing goods. This is 

dominated by some interesting 

advertisements and with the ease of online 

purchases, consumers are affected to make 

purchases of goods even if they are not 

needed as a necessity. MSME actors are 

turning to the use of digital technology 

including social media for the development 

of MSMEs in Indonesia (Setyanyo, et al: 

2015) 

According to Astuti, et al (2020) that the 

digitization of MSMEs is an opportunity in 

marketing MSME products. The number of 

chat-based social media users is increasing 

and increasingly open opportunities for 

SMEs to develop smartphone grips 

(Lucyantoro & Rachmansyah, 2017; 

Nugraha, 2017). Marketing of MSME 

products will be more effective and efficient 

through the use of technological 

developments. According to Al-Damoe, 

Hamid, and Omar (2015) the competitive 

challenges faced by industrial entities in the 

global economy are currently classified into 

three, namely, sustainability challenges, 

global challenges, and technological 

challenges. Digitalization of businesses is a 

challenge and opportunity that is quite 

promising for MSMEs. The business 

opportunity is to be able to market products 

with a wide market share even abroad. It is 

undeniable that globalization has an impact 

on product competition between countries. 

Consumers are free to choose what products 

to buy. However, consumer considerations 

in choosing products are usually seen from 

the quality and price of goods. The 

challenge for MSMEs is to create quality 

products at competitive prices so that 

products can be selected by consumers. 

The human resources of traditionally 

poorly educated SMEs, lack of capital, 

inadequate technical knowledge, basic 

utilities, and appropriate or improved 

technologies, and low training and skills 

development, can be viewed as problems 

that hinder the growth performance of 

SMEs (Prasanna et al. 2019). 

Some of the reasons for marketing 

constraints over the internet are described in 

the chart presented in figure 1:

 

 
Figure 1. Chart on marketing constraints over the internet 
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The market is a place where sellers 

and buyers meet in person. With the 

development of technology today, the 

definition of the market has shifted because 

the meeting place of sellers and buyers is 

not just in the real market. Sellers and 

buyers can meet in cyberspace with various 

e commers application platforms in making 

sales transactions. Sales made in cyberspace 

(online) have grown by leaps and bounds. 

Various products sold from various online 

stores throughout Indonesia can be 

purchased by consumers throughout 

Indonesia as well. So buyers can choose and 

search for what products they want just at 

home without having to go to the market. 

  

2. METHOD  

The purpose of this research is to 

descript or explain how the digitization of 

MSMEs during the Covid-19 pandemic. 

This article uses library studies in analyzing 

existing materials or references. Literature 

studies can study various reference books as 

well as similar previous research results to 

gain a theoretical foundation on the problem 

to be studied (Sarwono, 2006 in Mirzaqon, 

2017). Meanwhile, according to Khatibah 

(2011) stated that library research as an 

activity carried out systematically to collect, 

process, and conclude data using certain 

methods / techniques to find answers to 

problems faced through literature research. 

Library study research is conducted with 

SWOT analysis by comparing relevant 

references, analyzed and inferred.  

  

RESULT 

MSMEs are a form of community 

business both micro to medium scale based 

on ideas from the community itself. MSMEs 

play a role in improving the country's 

economy and reducing the number of 

unemployed. MSMEs have strong and 

independent characteristics so that the 

impact of the economic crisis does not have 

a significant effect. But MSMEs still need a 

foundation that can be a focus in facing a 

difficult economic situation. Currently, 

MSME investors are immediately adopting 

the use of digital in the development of their 

business units. That way this huge market 

potential is not taken by outside product 

products (Kompas.com, 2020). According 

to Purwana (2017) that the rapid 

development of technology, the digital 

world and the internet certainly also has an 

impact on the world of marketing. 

Marketing trends in the world are moving 

from the originally conventional (offline) to 

digital (online) 

The number of obstacles and 

problems of MSMEs is the motivation of 

MSMEs to be stronger. The development of 

technology is a challenge as well as a 

solution to the problems that have been in 

MSMEs. Business people have slowly 

begun to shift their thinking patterns related 

to digitalization. Using information 

technology in all types of companies can 

have a significant impact on productivity 

improvement (Hadadi and Almsafir 2013).  

 

The digitization of MSMEs has 

many benefits for both MSME actors and 

consumers. Benefits for MSME actors 

include the following: 

1. Expanding marketing reach 

2. Facilitate marketing 

3. Increase sales turnover 

4. Save on advertising costs and rent a 

place of business 

  

Benefits for consumers: 

1. Ease of shopping 

2. More product selection 

3. Can compare quality and price with 

other sellers 

  

Various benefits obtained from the 

digital transformation of MSMEs for both 

producers and consumers. But what needs to 

be underlined is the existence of intense 

competition between one business and 

another. Tight competition will actually not 

be a serious problem for MSMEs if the 

business owned is independent, has 

characteristics and good quality. MSMEs 

that have been independent must also 
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maintain product quality and prices that 

compete with competitors. 

MSME actors actually want to 

implement a digital system on the sale of 

their products. But the lack of knowledge 

and information possessed by MSME actors 

is the main obstacle. They do not yet 

understand how to sell online, online 

payments and delivery systems. The need to 

build trust between sellers and buyers is also 

needed in the digitization of MSMEs. 

  

Obstacles in the implementation of MSME 

digitization are as follows: 

1. Inadequate facilities and internet 

2. Gaptek (technology stutter)  

3. Lack of public trust with digital systems 

  

The problem of digitalization of 

MSMEs is in MSME actors who are not 

ready to implement digital systems. The 

majority of such MSME actors are the more 

senior generation in running a business so 

they are difficult to quickly adapt to the new 

system. The government should be able to 

socialize and train the digitization of 

MSMEs for business actors. In addition, the 

government improved facilities, especially 

unstable internet access in all regions. 

Building trust between sellers and buyers 

must be built by providing good service 

during purchase transactions. 

  

DISCUSSION 

Indonesia's economy is supported by 

many MSME industries. If the condition of 

MSMEs in Indonesia is experiencing good 

conditions, it will have an impact on the 

Indonesian economy and vice versa if bad 

economic conditions will also have an 

impact on the economy that is getting 

worse. The many problems of MSMEs in 

the midst of the Covid pandemic caused 

many MSMEs to give up and give up their 

businesses. This happens to the majority of 

MSMEs who lack creativity and high 

innovation. There are limited capital, human 

resources and business understanding, so 

not a few MSMEs have experienced 

bankruptcy during the COVID-19 pandemic 

(Sugiarti, Sari, Hadiyat, 2020). According to 

Febrantara (2020) stated that the impact of 

the pandemic on SMEs or MSMEs is 

believed to be greater if not resolved 

immediately. Therefore, the government and 

the community must be able to cooperate in 

generating the national economy. 

According to Suwatno (2017) the 

information technology revolution has 

changed the world of marketing that was 

previously traditional and conventional has 

been integrated in the digital world. MSMEs 

must be able to adapt to the development of 

information technology to increase their 

business productivity. The digitization of 

MSMEs is an opportunity to move up the 

class, compete and innovate even better. 

  So far, the condition of MSMEs is 

still unstable both in terms of products 

produced, marketing to financial 

administration. The products produced do 

not have strong branding so consumers do 

not know about MSME products. Marketing 

is still offline by waiting for consumers to 

come to the store. Financial administration 

in MSMEs is still very simple, namely by 

recording sales manually which sometimes 

forgets to be recorded so that the profits are 

not yet known. By applying digitalization to 

MSMEs can overcome various problems 

that have been experienced by MSME 

actors. Digitalization can transform the 

value offered to customers by creating new 

business models that are more relevant and 

adaptive to the emerging business 

environment. Digital marketing will make it 

easier for business actors to be able to 

capture market and consumer share (Start, 

& Rohmah, 2020). Digitalization can 

encourage MSMEs to be more advanced in 

terms of product sales, branding to have an 

impact on increased sales turnover. Not only 

in terms of product sales, the search for raw 

materials can also be done online. 

 

SWOT analysis of MSME 

digitization in generating the economy 

during the Covid-19 pandemic is described 

in table 1: 
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Table 1. SWOT Analysis On Digitalization Of MSMES 

Strength Weakness Opportunity Threat 

• Ease of making sales 

transactions  

• Save on operational costs 

• Increase sales turnover 

• Sellers and buyers must have 

digital literacy  

• Has a wide market 

share  

• Opportunities to cheat in 

transactions  

        

Sales transactions made online must 

have trust between the seller and the buyer. 

The seller provides good service to the 

buyer by providing photos or images that 

match the original and describing the 

product according to the original item. Thus 

the buyer will make the purchase in the 

belief that the item to be purchased is really 

in good condition according to the estimate.  

  MSMEs that can still survive in the 

midst of the Covid-19 pandemic are 

expected to be a supporter of the Indonesian 

economy. National economic recovery after 

the Covid-19 pandemic is a joint task of all 

communities. Gotong royong community by 

supporting the movement to buy domestic 

products to strengthen the country's 

economy. Existing local products can now 

compete with products that come from 

abroad. Therefore love domestic products so 

that they can help the national economic 

recovery. 

  Building a digital-based business is 

not easy. In building a business must have 

challenges and competition is very tight. If 

an MSME leader is not adaptive to digital 

media, then MSMEs will be slow in 

adopting the use of digital media. In fact, 

the ability to use ICT also determines the 

success of the business [19 A business made 

must have better product innovation than its 

competitors. Price and quality greatly affect 

the product to be sold. Smart consumers can 

compare quality and price easily so that the 

character of the product sold must be 

strengthened. 

  

CONCLUSION 

The condition of the Covid-19 

pandemic caused many obstacles 

experienced by MSMEs, especially in 

marketing which declined sharply. MSMEs 

that cannot survive this condition choose to 

close their business. Digitalization is one of 

the alternative solutions for MSMEs to 

survive in the midst of the Covid-19 

pandemic. Digitalization is not just product 

marketing that is done online. Digitalization 

can be started when making a product, 

branding, marketing to administration and 

finance is done with a system and can be 

accessed online. The implementation of 

MSME digitization can strengthen MSMEs 

by increasing product sales to a good 

financial system.  
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