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Abstract. The COVID-19 pandemic caused the global upheaval which resulted in the
economic growth to be stunted and had a negative impact on the sustainability of SMEs. The panic
occurred causing uncontrolled spending in order to promote the recovery. This study aims to
examine the post COVID-19 pandemic opportunities for SMEs by utilizing digitization. With the
use of SMEs digitalization, it is easy to attract and retain potential customers, ameliorate
communication, save costs, and improve relationships with business partners. The author considers
digitization as a smart solution to increase SMESs productivity.
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INTRODUCTION

Since the announcement of the first COVID-19 case occurrence on March 2, 2020 until now,
the impact still has not ceased to be felt. In dealing with the COVID-19 pandemic, the government
has taken steps to implement the Large-scale Social Restriction (PSBB) policy, which is one of the
options used within the pandemic. The government applies the PSBB system and considers it to be
an effective way to reduce the spread of COVID-19. However, the PSBB system was faced with
rejection since the restrictions had a negative impact on community activities. This would directly
affect the sectors related to the daily mobility of the society. The sectors of tourism, transportation,
manufacturing as well as food and social sectors were adversely affected by this policy.

Micro, Small, and Medium Enterprises (MSMEs) are among the drivers of the economic
sector which has also had a severe impact due to the pandemic. According to the data of the
Ministry of Cooperatives and Small Business, as many as 2,322 cooperatives and 185,184 SMEs
actors were affected by the pandemic (beritasatu.com). The SMEs sectors, which suffered most,
were those of food and beverages which experienced a decreased demand, hampered distribution,
and capital. At least 39.9% of SMEs decided to reduce the stock of goods and 16.1% chose to
reduce the number of employees due to closures of the physical stores.

The government has used various ways so that SMEs can survive and continue to develop
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after the pandemic, including by providing capital and credit relief, and also supporting the
digitization of SMEs. The transformation of SMEs needs to be continuously strengthened through
optimizing the use of digital technology in order to take advantage of one of the main lessons of the
health crisis, namely the use of digital technology for daily activities. The digital era has changed
the way of management in business activities (Steenkamp, 2020).

Based on the important role of SMEs, namely in increasing the share in the economy and
exports, these enterprises are among the priorities for further development. The experience gained
by SMEs during the pandemic still shows resilience and has the potential to increase even more
after the pandemic. The trend of digitizing SMEs is one of the ways to arouse their activities.
Digitalization strengthens the SMEs position by expanding the scope of their activities and
encouraging innovation (Autio et al., 2018). It is time for business people to implement a digital
business strategy (Bharadwaj et al., 2013)

LITERATURE REVIEW

To create new business opportunities, Industry 4.0 transformation provides many choices and
brings efficiency to the production process, both for products and services, regardless of whether
the enterprises are producers or distributors (Arnold et al., 2016). The government takes part in it by
providing stimulation through financial funding for digitizing SMEs players so that they can
compete in national and international markets (Autio et al., 2018).

With digitalization that continues to grow, almost every success in each sector has happened
due to using IT. Thus, business people need to carry out digital innovation to improve or change
their business model. If they fail to develop faster than their competitors, they risk losing their
competitive advantage. With rapid technological changes, many businesses are feeling pressure to
digitize. This pressure is constantly increasing due to the preferences (tastes) and expectations of
customers and users.

Digitalization is the use of digital technology to increase business as well as income, to
innovate and create a digital culture (Svadberg et al., 2019; Zhang et al., 2015). Digitalization is the
use of new technology to enable business growth to be greater (Fitzgerald et al., 2013). Some
examples of digitalization applications include mobile devices, big data analytics, cloud, social
media, 3D printing, additive manufacturing, and artificial intelligence (Al). In entering Industry 4.0,
digitalization is seen as a basic need for business people to develop and innovate (Nambisan et al.,
2019; Schuh et al., 2017).

PAPER OBJECTIVE

The deterioration experienced by SMEs during the pandemic made them have to change the
ways and processes of running their businesses. This study aims to examine the extent to which
digitalization has raised the productivity of SMEs after the COVID-19 pandemic.

METHODOLOGY

This study uses a literature study approach by collecting library data, reading and taking
notes, and managing research materials. Literature studies are used with the aim of finding a basis
for building a theory and framework of thought. By studying the literature, researchers have a
broader and deeper understanding of the problems to be studied. The data used comes from
journals, scientific articles, literature reviews that contain the concepts studied.
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RESULT AND DISCUSSION

The economic crisis that has hit Indonesia has shown us that Micro, Small, and Medium
Enterprises (MSMESs) are the backbone and support that protect Indonesia from various economic
problems. SMEs are also a significant force for economic growth not only in Indonesia, but in every
country (Lawal and Akingbade, 2018). Now, SMEs are back in the spotlight to support the
acceleration of digital transformation in the post-pandemic era. SMEs play an important role in the
infrastructure development with the aid of science and technological advances to increase national
productivity (Khalique et al., 2018). Currently, SMEs players are required to find alternatives to
survive in the midst of the pandemic and switch after the COVID-19 pandemic. Figure 1 shows the
results of a Mandiri Institute survey, according to which as many as 85% of SMEs players in the
regions under study have been already using digital technology, while the rest are still offline.

Online & Offline Channel Penetration in Indonesia
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Figure 1. Online & Offline Channel Penetration in Indonesia
Source: Mandiri Institute survey (Indonesian Economic and Business Data Center, 2021)

With the rapid development of technology, many SMEs have adopted an online digital system
that is well managed and can facilitate with their business partners (Fairchild, 2005). Business
people who tend to adopt the digitalization system have more potential to innovate in improving
their business (Caniato et al., 2016). With digitalization, the financing process is cheaper than in
traditional businesses (Perego and Salgaro, 2010). Businesses that use a digitization system will
have a significant impact on their business performance and be more flexible (Ali et al., 2018;
Lorenz et al., 2020). This is also proved by the research conducted by Maiti and Kayal, (2017),
which states that digitization improves the performance of MSMEs. The high adoption of
digitization provides positive results and can strengthen the independence of SMEs (Oliveira et al.,
2021). Bank Rakyat Indonesia (BRI) argued that the SMEs business has resumed its growth after
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being hit by the pandemic. This can be seen from the Bank Rakyat Indonesia SMEs Business
Activity Index (BMSI) which shows an increase in the third quarter of 2020. Figure 2 shows the
role of each business actor in the process: micro-businesses are gradually increasing the number of
workers, small businesses are increasing the inventory of finished goods, and medium businesses
are increasing the production volume.

SMEs Business Activities
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Quarter I11- | Quarter IV- | Quarter I- | Quarter 1I- | Quarter I11- | Quarter V-
2019 2019 2020 2020 2020 2020*
| m Value 115 115,9 70,8 65,5 84,2 109,3

Figure 2. SMEs Business Activities
Source: Indonesian Economic and Business Data Center, 2021

Digitalization has become an important part of daily activities to the extent it can change the
consumer behavior. Digitalization is positively related to business growth, performance, and
competitiveness. Marketing with a digital system provides good opportunities to find new
customers and can be more efficient in reaching customers (Karjaluoto and Heikki Karjaluoto,
2015). In addition, digitalization can also change the buying and selling transaction system, which
initially used notes; then with the digital transaction technology, it turned into a digital transaction
system (Gavrila Gavrila and de Lucas Ancillo, 2021). Bank Indonesia (Bl) declares that around 5.8
million business people use the QR Code Indonesian Standard (QRIS), which is a payment system
using the QR Code method that is easy, fast, and safe in carrying out transaction processes. Bl
explained that the QRIS will further support the digitization of MSMEs, (Indonesian Economic and
Business Data Center, 2021). The increase of SMEs users of QRIS as a form of digitization can be
seen in Figure 3. According to the Indonesian Fintech Association and Bank Indonesia (Bl), the
number of e-money users increased during the pandemic, with digital payments being of great
assistance to many individuals and MSME players in their transactions. Figure 4 provides the data
on the changes of the number of e-money users.
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In their research of the Italian SMEs, Crupi et al. (2020) argue that digital innovation acts as a
source of knowledge capable of shaping the digitalization of SMEs. Digital innovation is not only a
forum for knowledge but also plays a role in helping SMEs achieve a higher openness that
encourages the exchange of knowledge between business people (Crescenzi et al., 2016). Garzoni et
al., (2020) analyzed how digitalization affects the business processes of Apulia SMEs (Southern
Italy). Most of the available technology is a digital solution for the production and distribution
process that has a relevant impact on the business strategy. Spanish SMEs are encouraged to change
their business models and adapt to changing market trends by using digitalization strategies so that
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they have added value and can compete at European and international levels (Gavrila Gavrila and
de Lucas Ancillo, 2021).

Such forms of digitization as Facebook, Instagram, Twitter, and the Web are media used by
businesses to increase sales that can reach many people while saving costs (Matarazzo et al., 2021).
Social media and mobile applications change the strategy of communication, interaction, and
collaboration within companies (Lamberton and Rose, 2012). Social media generates a lot of
relationships with other people, unlike the traditional system of only approaching one or a few
people. The world of digitalization shapes experiences to play an active role in creating customers.
Economic development and success are due to the digitalization business model (Parker, Van
Alstyne and Choudary, 2016). Social media such as Facebook is a medium of communication and
also provides opportunities for SMEs players in running their business. 92% of SMEs admit that the
Facebook application can increase the number of subscribers, while 75% and 74% respectively say
that it reduces marketing costs and barriers to growth (Indonesian Economic and Business Data
Center, 2021). Figure 5 shows the benefits and impact of Facebook for SMEs.

Benefits and Impact of Facebook for MSMEs
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Figure 5. Benefits and Impact of Facebook for SMEs
Source: Indonesian Economic and Business Data Center, 2021

The strength that drives SMEs to adopt digital technology can be seen from the sales
orientation where they use e-commerce applications, marketing orientations that enhance the
branding of their products; the process improvement can save labor costs, reduce errors in work and
accelerate the production process and product development (Lee et al., 2020). SMEs need to adopt
ethical, efficient, and sustainable business models to support competition in the global market
(Kumar et al., 2020). Digitalization needs to be adopted by SME players as lifestyle and habits have
shifted to the technology that makes it easier for every user to meet their needs. Table 1 provides
the comparison between digital and traditional users in SMEs that can be used as a consideration in
providing quality for using technology.
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Table 1
Digital vs Traditional Users

Digitized SMEs Traditional SMEs
Innovation strategy Difficulty in innovating
Easier transaction process Slow transaction process
Wider A SELTTENEL G G Limited partners for certain areas
international scale
Easier to follow market trends Looks stiff and difficult to follow market

developments
Easier to find new customers Rely on old customers

Create new market opportunities Difficult to create new markets

CONCLUSSION

The sustainability of SMEs must be maintained since they represent one of the backbones of
the economy. Based on the results of reviews from various sources, we conclude that digitization is
one of the strategies that can be used and developed to support the sustainability of SMEs. The
Industrial Era 4.0 is an era where consumer behavior changes and business people must keep up
with these changes so that they continue to exist.

Long before the pandemic hit the world, digitalization was used by various countries to
support their daily activities as well as grow their business. Various benefits can be felt, including
finding potential customers and retaining them, improvements in communication, saving costs, and
better relationships with business partners. SMEs in Indonesia should adopt a digitalization strategy
in running their business so that they can survive and compete with other business players.
Digitalization is one of the ways of increasing SMESs productivity.
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POJIb IU®POBI3AIII Y NIABALIEHHI ITPOJIYKTUBHOCTI MCII
Y NOCT-MAHAEMIYHHAM MEPIO COVID-19

Adriani Kala’lembang
Universitas Negeri Malang
Indonesia

[Mangemiss COVID-19 chnpuunHuia rinobajibHe MOTPSCIHHS, L0 MPHU3BEIO A0 3aTPUMKHU
€KOHOMIYHOT'0 3pOCTaHHS Ta HEraTWBHOTO BIUIMBY Ha cTiiikicte MCII. Ilanika BUHMKIIA BHACHIIOK
HEKOHTPOJIbOBAaHUX BUTpaT, sSKI Oylo 3A1MICHEHO 3 METO CHpHUSHHS BiAHOBJIEHHIO. Lle
MOCHIKEHHS Ma€ Ha MeTi BHBUMTH MOXIuBocTi maumemii micags COVID-19 mns MCII,
BUKOPHUCTOBYIOUM Iu(posizaiito. BukopucroByroun mudposizamiro, MCII nerko 3amyuuTu Ta
yTPUMATH MOTEHUIHHUX KII€HTIB, MOKPAIIUTH CIUIKYBAaHHS, 3a0IIAUTH BUTPATH Ta MOKPAIIUTH
CTOCYHKHU 3 JIIJIOBUMM MapTHEpaMu. ABTOp po3risaae HU(POBI3aLil0 SIK PO3YMHE DIIIEHHS JUIs
migBuIeHHs npoaykTuBHOCTI MCII.

Kurouosi cioBa: MCII, COVID-19, nudposizarris.
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POJIb IUN®POBU3ALIMHA B ITIOBBIINEHUH ITPOU3BOJUTEJIbHOCTHU MCII
B NIOCT-NAHAEMMWYECKHUU NTEPUO/] COVID-19

Adriani Kala’lembang
Universitas Negeri Malang
Indonesia

MMangemust COVID-19 BeBBasia T17100ambHOE MOTPSICEHHWE, YTO TPUBEIO K 3aJCPIKKE
HSKOHOMHYECKOI0 pOCTa U HEraTUBHOMY BiMsHUIO Ha yctoHuuocTh MCII. IlaHuka Bo3HMKIA B
pe3yabTare  HEKOHTPOJIMPYEMBIX  PAacXOJOB,  OCYIIECTBIEHHBIX C  IENBIO  COJACHCTBHUSA
BOCCTAQHOBJICHHIO. DTO MCCIIEJOBAHUE HMEET IENbI0 HM3YyYUTh BO3MOXKHOCTHU IAHJEMHHU I10CIIe
COVID-19 nmns MCII, ucnonsdys uuppoBuzanuto. Hcmonsdys mudposuzanuio, MCII nerko
IPUBJICYb U YAEpKaTh MOTEHLUANbHBIX KIMEHTOB, YJIy4IIUTh OOLIEHHE, COKOHOMHUTh PAacXO/bl U
VIIYYIIUTh OTHOIIEHUS C JEJIOBBIMU MapTHEpaMu. ABTOpP paccMaTpuBaeT HU(POBHU3ANUIO Kak
pasyMHO€ pelleHHe AJs MOBbIeHHs pon3BoanTensHoctd MCII.

Kurouessbie ciioBa: MCII, COVID-19, nudposuzarusi.
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