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Abstract.

Impact is a secondarynﬁect brought on by the adoption of a plan or strategy. The
Indonesian economy has been significantly impacted by the COVID-19 outbreak.
Moreover, MSMEs are among the most severely impacted economic sectors. One of
the regencies with a sizable number of MSMEs iwurbalingga. People are being pushed
to adjust to rather rapid digital advancements as a result of the COVID-19 epidemic.
Therefore, the study aims to examine and describe in detail how digitalization has
affected MSME actors in the age of forming new habits, particularly in the Purbalingga
Regency. This study used a qualitative research design with procedures for collecting
data from in-depth interviews, observations, and documentati Purposive sampling
was used to choose research participants, and interactive analysis was used to
analyze the data. The findings of this study suggest that MSMEs in Purbalingga
Regency have been more negatively impacted by the COVID-19 epidemic than other
groups. For instance, there has been a sharp decline in MSME incomes and a rise
in layoffs as a result of MSMEs’ inability to pay for their personnel. The Purbalingga
Regency government has implemented e-commerce, specifically through "Tuka Tuku
Purbalingga,” as one of its strategies for saving MSMEs. However, the MSME actors in
Purbalingga Regency have faced new challenges as a result of digitalization. This is
because some MSME actors in Purbalingga Regency continued to face technical gaps
and restricted internet access.

impact, digitalization, MSMEs

The economic, social, and political spheres have all been significantly impa by the

COVID-19 pandemic, which has been endemic since 2019. Additionally, the COVID-19
pandemic has triggered recessioain a number of different nations around the world
(1,2). According to forecasts from the World Bank and the International Monetary Fund,
the global economy will experienﬁ a very sharp correction recession in 2020 (3). One

of the nations most impacted by COVID-19 is Indonesia. The government has taken a
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number of steps to contain the outbreak, including enacting PSBB's large-scale social
restrictions and a stay-athome policy. The policy’s application turned out to have a
detrimental effect on the MSME industry. 1,785 cooperatives and 163,713 Micro, Small
and Medium Enterprises (MSMEs) were reportedly impacted by COVID-19, according
to the Ministry of Cooperatives (4). The situation of MSMEs in Indonesia was in the
fairly excellent category before the COVID-19 epidemic struck, but since then there has
been a huge reversal, with 56% of MSMEs falling into the bad category and only 14.2%
remaining in the category good (5). According to g survey done by the data.co.id team,
which found that 82.9% of MSMEs were adversely impacted by the COVID-19 pandemic,
the COVID-19 pandemic has had a significant impact on the Indonesian MSME business.
While another 5.9% ﬁre positively affected and only 11.2% of MSMEs were not affected

at all, this condition is described in more detail in the following pie chart:

The Impact of COVID-19 Pandemic
on MSMEs

A

lﬂl
= Negative Impact  w Positive Impact No Impact
Figure 1: Results of the Survey on the Impact of the COVID-19 Pandemic on MSMEs. Source: katadata.co.id,

2022.

One of the regencies in Indonesia with a large number of MSMEs—up to 95,000
MSME units—is Purbalingga (6). MSMEs in Purbalingga Regency are able to employ a
significant number of people, up to 300 000, or one-third of the region’s total population.
Through a variety of initiatives, including the "Tuka-Tuku” program and the formation
of MSME associations with the goal of coordinating all MSMEs in Purbalingga Regency,
the Purbalingga Regency Government is actively fostering MSME economic activity (6).

Accelerating the digitization of MSMEs is one ofthe government’s resilience initiatives
(5). The entrepreneurial model undergoes a full transformation as a result of digitaliza-
tion, becoming more dependent on digital advances (7). In this age of forming new
habits, MSME actors leverage digitization through the usage of numerous social media

platforms and marketplaces to facilitate and increase access to business marketing (8).
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The COVYID-19 pandemic’s effects are pushing the general public—including MSME
actors—to be prepared to adapt to rapid changes in the digital world. In the era of
adopting these new habits, the digitization of MSMEs in Purfalingga Regency resulted
in a variety of conditions and repercussions. Therefore, the purpose of this study
is to examine and describe in greater detail how digitalization has affected MSME
actors in the age of forming new habits, particularly in Purbalingga Regency. Given the
significance of MSMEs in supporting the local economy, particularly in this period of

embracing new habits, it is necessary to do this research.

2.1. Digitalization

Digitalization has gndamentally reshapec&msiness processes, products and services,
and relationships between companies, greatly reducing the difficulty and cost of
resource transfer (9). Digitalization is then interpreted as a product, process or business
model that is considered new, thus demanding significant changes for its adopters,
which is then realized by information technology. Digitalization by using various social
media facilities and market places in this era of adapting to new habits is used as a

means for MSME actors to facilitate and expand access to business marketing (8).

Digital transformation or digitization has been proven to be able to reduce MSMEs’
concerns about their survival, both economically and the various social and environ-
mental obligations that they must fulfill. However, even though digitization brings many
positive benefits and various conveniences for MSMEs, in fact only a small number of
MSMEs implement a digitalization system in their business activities (10,11). Along with
the rapid developments in the times and technology in the last four decades, MSMEs
have had to adapt themselves by implementing a digitalization system in their business
activities.

The digitization of MSMEs has been widely studied by world researchers over the
past two decades (12). Various previous studies have examined digitalization in terms of
its supporting aspects (13), the resources and capabilities needed (14), the processes and
modes of transformation (15) and the benefits that obtained from digital transformation
(12). One of the important sectors related to the digital transformation experienced by
MSMEs in this era of adapting to new habits is digital payments. When compared to
other digital media, mobile use is more widely used by MSMEs, especially MSMEs in

developing countries (16). The various results of these previous studies have not fully
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reviewed in more depth matters relating to the weaknesses of digitalizing MSMEs in
this era of adapting to new habits, so it is interesting to study in more depth regarding
the digitalization of MSMEs in this era of adapting to new habits, especially with this
digitalization. also raises the emergence of various impacts and conditions felt by MSME

actors and the public as their consumers.

2.2. MSME

The issue of MSMESs has been extensively studied by previous researchers with a focus
on studies covering production recovery, corporate social responsibility, and matters
relating to participation or forms of community involvement in suppressing the threat of
the global crisis for MSME actors (17,18,19). Other findings found by previous researchers
state that the company’s dynamic capabilities are the main factor determining the
response to public crises (20,21,22).

o

MSMEs have animportant role in maintaining stable levels of eqployment and income
for many informal, vulnerable and disadvantaged groups (23). In addition, MSMEs also
have an important role in introducing new technology, increasing the availability of
jobs, and maintaining social balance. However, the limited resources owned by MSMEs
have resulted in MSMEs being far more vulnerable to crises when compared to other
companies (24), even though MSMEs are one of the key factors determining the success

of sustainable development in developing countries. growing (25).

In the age of forming new habits, this study looks more closely at the issues relating to
how digitalization has affected MSMEs in the Purbalingga Regency area. This study’s
research method is a qualitative one that mostly utilizes open-ended questions and
varied data in the form of text and images using an innovative methodology (26).
Purbalingga Regency serves as the study’s geographic setting, and its research goals
include the community of Purbalingga Regency as well as the head of the office of
cooperatives and MSMEs there, as well as MSME assistance officers and owners there.
The researcher employed the purposive sample str y to choose informants. Utilizing
an interactive analytical modelfrom Miles et al. (27), data analysis in this study was done
through the processes of data collection, data condensation, data presentation, data

verification, and conclusion drawing.
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QOVID-IQ has had a substantial impact on society as well as the business environment
(28), harming not only human health but also the global eco, vy, particularly Indonesia
(29). Due to different policies put in place, including the Work From Home, Physjcal
Distancing, and Large-Scale Social Restrictions (PSBB) laws, the rapid spread ofﬂl
COVID-19 virus has led to a decrease in the domestic economy. MSME performers also
felt the effects of the economic downturn, which ultimately led them to fire their staff

members and even temporarily close their operations (30).

Governments in numerous nations have reacted to COVID-19's WHO declaration
of a global health emergency with a variety of mitigating measures, particularly for
the vulnerable sectors that were impacted, namely Micro, Small, and Medium-Sized
Enterprises (MSMEs) (31, 32). Given that MSMEs account for 90% of its economic sector,
Indonesia is one gf the nations where the COVID-19 epidemic is having a significant
negative impact. According to data from the Ministry of Cooperatives and MSMEs, the
MSME sector seen a fall in sales, financial limits, and a variety of distribution issues.
A total of 161 percent of MSMEs decided to reduce the number of employees, while
about 39.9 percent eventually lowered production (30). Another detrimental effect of
the CQOVID-19 pandemic on MSME players is the severe drop in turnover that 63.9% of
MSMEs in Indonesia suffered, which fell by up to 30%. MSMEs, on the other hand, only
saw a 3.8% rise in turnover during the COVID;19 epidemic. The following is a graph of

changes in MSME turnover in Indonesia after the COVID-19 pandemic:

Changes in MSME Turnover During The
COVID-19 Pandemic
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Figure 2: Changes in MSME Turnover During The COVID-19 Pandemic. Source: katadata.co.id, 2022.
The COVID-19 epidemic presents SMEs with both an opportunity and a challenge.
This compels the government to modify its paolicies in light of the current circumstances.
number of researchers from around the world have conducted various studies about
the impact of COVID-19 on MSMEs in affected countrie%\ order to support the policy

adaptation process. These studies were conducted by Bartik et al. (2020) and Fairlie
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(2020) in the United States, Shafi, Liu, and Ren (2020) in Pakistan, Ferrando and Ganoulis
(2020) in 12 European countries, and Shafi, Liu, and Ren (2020) in the United States.

Up to 95,000 MSME units can be found in Purbalingga Regency, one of the regen-
cies with a significant humber of MSMEs (6). The Purbalingga Regency Government
responded to the effects of the COVID-19 epidemic on MSMEs in the region by making
a number of development measures, such as persuading people to purchase MSME
goods through the "Tuka-Tuku Purbalingga” campaign. In partnership with Buka, efforts
are made to digitize MSMEs in the marketing industry. “Mawar” (Against Moneylender)”
credit program was also run by the Purbalingga Regency Government.

This interest-free loan is intended to assist MSME capital. Another initiative made
by the government of Purbalingga Regency is to create associations or associations
of MSMEs, which are made up of 13 associations based on their respective business
fields: Batik Association; Perwira Craft; Ecoprint Forum; Purbalingga Fashion Designers
Association (Afdega); Purbalingga Coffee Room; Purbalingga Coffee Farmers Commu-
nity (Kompak Proud); Purbalingga Screen Printing Artists (SSP); Urban Street Culture
(USC); Accessories Craft The association’s creation is anticipated to support MSMEs
in their industries, enabling them to grow their enterprises byﬁiusting to the current
digitization era. The MSME sector in Purbalingga Regency has been severely impacted
by a number of COVID-19-related problems. Due to the different effects of the COVID-
19 pandemic, MSMEs must get specific consideration when growing their economic
activity. This is consistent with eaﬁer research by Winarsih et al. (2021), who found that
during the COVID-19 pandemic, it is important to pay attention to how the economic
process is progressing.

In addition, as information technology advances, MSME actors face new challenges.
As a result, MSMEs must hasten the digital era transition phase in order to survive,
which will fundamentally alter the nature and character of the entrepreneurial model
to be more based on digital developments (7). The ghility and desire to adapt to the
advances and demands of a very dynamic market have a significant impact on the
success of a firm or businesses. As a result, in order to succeed, businesses must be
willing to keep up with technological advancements (28).

One of the crucial elements that MSME players must possess as a provision in
establishing their businesses is digital and technology skills. The study’s findings show
that the MSME actors in Purbalingga Regency have tried to combine offline and online
procedures. The biggest challenges they still confront, though, are technological gaps
and a lack of widespread internet access. On the basis of this, it can be said that the

MSME actors in Purbalingga Regency are not yet fully prepared to convert to online
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or digital methods. This is sometimes caused by the fact that small firms generally
have less effective marketing strategies than do major corporations, especially when
it comes to digital marketing strategies (35). Other empirical data demonstrates that
MSME consumers in Purbalingga Regency are unable to use the internet to the same

extent as SMEs.

It is clear from the analysis and discussion’s findings that the COVID-19 pandemic in

Indonesia has had a variety of effects and conditions on the economy, particularly
MSMEs. Oée of the regencies with a high concentration of MSMEs is Purbalingga. Fol-
lowing up on the effects of the COVID-19 pandemic on MSMEs in Purbalingga Regency,
several development initiatives were made, such as persuasive efforts to get consumers
to purchase MSME goods through the "Tuka-Tuku Purbalingga” program. The "Mawar
(Against Moneylender)” lending program, Buka, is working with MSMEs in the marketing
industry to digitize them. The establishment of an association or association of SMEs is
another action performed by the Purbalingga Regency government. After the COVID-
19 pandemic breakout, MSMEs in Purbalingga Regency were forced to adapt to new
behaviors, which necessitated the implementation of a digitalization mechanism in their
company development. This is because some MSME actors in Purbalingga Regency
continue to face technical gaps and restricted internet access.

The Purbalingga Regency Government should hold workshops on digital literacy for
MSME actors and the Purbalingga Regency community, starting with the conclusions
of the research results, the researcher practically advises. Additionally, the government
should improve internet access for areas that are still restricted by the network. This
study has locus restrictions, so it is desired that future research will be conducted using
a larger locus or by contrasting two loci with distinct characteristics in the hopes of
developing a digitizing MSMEs model that can be applied to the growth of MSMEs

generally.
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