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 The COVID-19 pandemic has had a negative impact on the global economy, including 

Indonesia. The main victims of the COVID-19 outbreak are micro, small and medium 

enterprises (MSMEs). This article aims to examine the impact of the Covid-19 

pandemic on MSMEs and provide recommendations that can be done to reduce 

business losses, survive the crisis and accelerate recovery. MSMEs were negatively 

affected by the Covid-19 pandemic in terms of sales, income, profits, and cash flow of 

business owners. MSME actors must adapt by reducing production, and reducing the 

number/hour of employees. More than that, product quality improvement and market 

expansion are important things to do. The majority of MSMEs (82.9%) in Indonesia 

have been negatively affected by this pandemic. Various policy recommendations were 

put forward to reduce the bad impact of the outbreak on MSMEs. 
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1. INTRODUCTION 

The novel coronavirus (COVID-19) outbreak began in Wuhan, China, in December 2019, and the first known 

death was reported on January 11, 2020. The novel coronavirus spread rapidly, especially to Western Europe and the 

United States. On March 11, 2020, the World Health Organization declared a global pandemic11. 

The outbreak of coronavirus disease-2019 (COVID-19) has severely affected national and global economies. 

Various enterprises are facing different issues with a certain degree of losses1. 

According to the World Bank report on Global Economic Outlook (2020), the COVID-19 recession has the 

fastest downgrades in economic growth among all global recessions. It has adverse effects on nascent entrepreneurs, 

especially from developing countries where government support is limited. Lockdowns and moment control orders by 

authorities are the major factors affecting entrepreneurial activity2.` 

The major victims of COVID-19 outbreak are the micro, small & medium-sized enterprises (MSMEs) because 

MSMEs, in comparison to large enterprises, usually do not possess sufficient resources, especially financial and 

managerial, and are not prepared for such disruptions likely to go longer than expected 

The big impact of the Covid-19 pandemic that was felt by MSMEs was caused by the decline in the level of 

public consumption. Restrictions on activities in the midst of a pandemic put pressure on the economy, so people hold 

back their spending. 

Based on the results of the Katadata Insight Center (KIC) survey conducted on 206 MSME actors in Greater 

Jakarta, the majority of MSMEs of 82.9% felt the negative impact of this pandemic and only 5.9% experienced positive 
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growth. This pandemic condition has even affected 63.9% of MSMEs experienced a decrease in turnover of more than 

30%. Only 3.8% of MSMEs experienced an increase in turnover. Survey The KIC also shows that MSMEs are making 

a number of efforts to maintain their business conditions. They take a number of efficiency measures such as: reducing 

the production of goods/services, reducing working hours and the number of employees and sales/marketing channels. 

Even so, there are also MSMEs who take the opposite step, namely adding marketing channels as part of their survival 

strategy experienced a decrease in turnover of more than 30%. Only 3.8% of MSMEs experienced an increase in 

turnover. Survey of The KIC also shows that MSMEs are making a number of efforts to maintain their business 

conditions. They take a number of efficiency measures such as: reducing the production of goods/services, reducing 

working hours and the number of employees and sales/marketing channels. Even so, there are also MSMEs who take 

the opposite step, namely adding marketing channels as part of their survival strategy3. 

One of the impacts of the COVID-19 pandemic is MSMEs in Indonesia. Based on data from the ministry of 

cooperatives which illustrates that 1,785 cooperatives and 163,713 Micro, Small and Medium Enterprises (MSMEs) 

are affected by the coronavirus pandemic (COVID-19). Most of the cooperatives affected by COVID-19 are engaged 

in daily necessities, while the MSME sector most affected is food and beverages4. 

MSMEs must be saved from the impact of the Covid-19 pandemic, because the MSME sector is the backbone 

of the Indonesian economy, with a contribution of 57.24 percent of Indonesia's total gross domestic product (GDP). 

MSMEs are the most important pillars in the Indonesian economy. The number of MSMEs in Indonesia is 64.19 

million, of which the composition of Micro and Small Enterprises is very dominant, namely 64.13 million or around 

99.92% of the entire business sector5. 

MSMEs are the backbone of the economy that provide income and job creation for many people in Indonesia. 

The Ministry of Cooperatives and Small and Medium Enterprises (UKM) noted that the MSME workforce was 119.6 

million people in 2019, equivalent to 96.92% of the total workforce in Indonesia6. MSEs are also critical to the circular 

economy, environmental protection, and social responsibility7. 

 

2.METHODS 

Overcoming the impact of the Covid-19 pandemic so that the business world, especially MSMEs, can survive, 

is carried out through several approaches of business survival, namely (1) capital; (2) business models; (3) market 

needs; and (4) organizational capability. 

 

 
Fig 1. Business Survival 

 

Capital 

The classic problem of the business world facing a crisis, such as during the COVID-19 pandemic, is the lack of capital. 

The addition of capital is absolutely needed by MSMEs so that they can continue to run all their business processes 

properly. Additional capital can be in the form of grants or incentives from the government; business fund loans from 

banks or other financial institutions with easy terms and low interest rates. What is also important is the government's 

policy in favour of MSMEs, both related to capital and the protection of other MSMEs. 

Business Model 

The Covid-19 pandemic has made business people, including MSMEs aware, to think about other business 

models that are more appropriate to run. With advances in information and communication technology, new business 

models are available for MSMEs. Online marketing allows MSMEs to reach a much wider market, even globally, with 

the ease of transacting which is very helpful. 
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Market Needs 

Understanding customer needs is an important thing that must be done to ensure that the product being sold is 

a product that can truly be a solution for consumers. For this reason, it is necessary to know the types of customer 

needs as a consideration.  

Organizational Capability 

Organizational advantage in competing can be achieved through adequate organizational capabilities8. 

Organizational capability as the ability to interact both socially and economically. Good capabilities are formed 

through good HR competencies as well9. Increasing organizational capability will directly improve business 

performance10. 

 

3. RESULT AND DISCUSSION 

Incentives 

One of the important solutions for MSME recovery is incentives for MSMEs through the central government's 

National Economic Recovery program in 2020 and continued in 2021. The result is that some of the informal sector 

and MSMEs can survive the impact of the Covid-19 pandemic. This means that it is not experiencing a very severe 

crisis compared to several large industries. In addition, this program is expected to help reduce the decrease in 

termination of employment rights for MSMEs. The reason is, based on BPS data (Central Bureau of Statistics) as of 

August 2020, there is the creation of new job opportunities with the addition of 760 thousand people opening businesses 

and an increase of 4.55 million informal workers11. 

The Indonesian government has provided stimulus funds with the National Economic Recovery Program 

amounting to 123.4 trillion rupiah for the protection and support of MSMEs12.  

In channeling funds or other support to MSMEs in particular, the government must ensure that support funds 

can be distributed quickly and on target. The problem faced today is the lack of integration of existing MSME data. In 

addition, the MSME support scheme through business loan interest subsidies also needs to receive more attention 

considering that there are still many MSMEs that are still unable to access banking services. 

Regarding policy, the Indonesian government through the Ministry of Cooperatives and SMEs will prioritize 

policies for the MSME sector in national economic development. For this reason, the government has formulated 5 

policy steps to solve the problems of MSMEs that have fallen in the midst of the pandemic. 

These policies are, first, to encourage 98% of MSMEs to enter the new poor group in order to get social 

assistance. Second, postponement of installments and interest up to 6 months, because most MSMEs are experiencing 

financial problems. The government provides financing with subsidized taxes so that cash flow is resolved. Third, 

financing MSMEs and cooperatives through People's Business Credit. The fourth policy is to encourage government 

spending to be prioritized for MSME products. Fifth, MSMEs must innovate and adapt to new markets. The 

government encourages business actors, including MSMEs, to innovate and adapt to new markets. Currently, only 13 

percent or 8 million MSME actors are connected online, so assistance, digital marketing training, and collaboration 

with the large business sector are needed13. 

At this point, MSMEs will be strong if sufficient capital is available and is supported by government policies 

made to protect MSMEs. 

Business Model 

Changes in the business model can be made to adapt to technological developments and changes in consumer 

behaviour. Market behaviour has also shifted in making purchases, from buying at conventional stores to making 

transactions using digital technology facilities. The Covid-19 pandemic accelerates the awareness of MSME to 

immediately convert their business models from conventional to digital, without leaving the business model that has 

been implemented. 

Several reasons why customers are starting to leave conventional shopping activities and switch to online 

purchasing transactions, namely (1) cost and time efficiency; (2) reduce fatigue; (3) avoid hassles; (4) competitive 

price; and (5) comfort factor4. 

Cost and time efficiency are the main factors in conducting online transactions. By doing online transactions, 

it does not require a lot of costs, including transportation costs, parking fees, and accommodation costs which are one 

package with the transaction process. In terms of time, online shoppers do not need to spend special time doing 

shopping activities, especially spending a lot of time choosing and looking for goods, so they need strong physical 

strength. 

Online purchase transactions free buyers from activities to visit shops, malls, or places to eat by spending a lot 

of energy, getting stuck in traffic jams and various problems that arise on the road. On the other hand, while shopping, 
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they can continue to do activities at home or at work. Online shopping is freed from the hassle of carrying goods, even 

for large items, because all ordered items will be delivered to your home safely.  

Online sellers are not charged special fees for shop rent, taxes, and other fees like conventional sellers, which 

in turn can make the selling price of goods cheaper than conventional ones. Finally, it is online shoppers who benefit 

from low prices. Especially if you get a voucher to get a discount or special price. 

The convenience factor is certainly not in doubt, when shopping online we don't need to dress up, go out for 

shopping, even with a relaxed position we can do shopping activities, even shopping can also be in the middle of the 

night and holidays. 

The presence of the online market brings many positive impacts, such as being closer to consumers/customers, 

quickly promoting or introducing products to the public, having no market boundaries to reach all corners of the world 

connected to the internet, and facilitating the right and fast service. 

Digital transformation can help MSEs to manage public opinion, especially on environmental concerns, through 

visibility, connectivity, and management. When MSEs do not manage public opinion, these opinions may impact their 

image and credibility. MSEs with damaged reputations may also suffer from external losses and lose their benefits. 

Therefore, digitalization affects the credibility and competitive advantage of MSMEs14. 

Exploring more media to expand customer base can be done as one way to promote products. Communication 

media with customers and exploring several options such as digital marketing to advertising can be done as product 

promotion media15. 

Market Needs 

The very rapid development of information technology is a dynamic in business that affects the increasing 

number of competitors that appear, making business people think about trying to evaluate the products being sold. 

Remove some products from the list for sale; modify the product creatively; adding new products to be sold is done to 

meet consumer needs. 

Companies must continuously improve service quality and product quality in meeting consumer needs, so that 

when consumers come and order goods, the company can always fulfill and provide goods needed by consumers16. 

An understanding of the varied needs and wants of buyers serves as a guide for the design of marketing 

strategies. Buyers usually show different preferences and priorities for products or services17. 

Organizational Capability 

Organizational capabilities need to identify organizational needs related to changes that occur, self-preparation 

for change. Organizational DNA must be designed to accommodate the social needs of digital customers 

 

4. CONCLUSION 

With sufficient capital and supported by government policies made to protect MSMEs; selecting the right business 

model adapted to the conditions of consumer behavior; knowing exactly the market needs according to the existing 

dynamics; and the readiness of the organization and all available resources, it is hoped that MSMEs will be able to 

survive, even rise from adversity due to the COVID-19 pandemic. 
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