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Abstract 

Micro Small Medium Enterprise (SME) is one of the main contributors to a nation's gross 

domestic product (GDP). However, with the currentCovid-19 pandemic, it has led to business 

closing and travel banning disrupting the SME business supply chain. Rahman (2020) 

highlighted that the SMEs are experiencing sales reduction, difficulty in financing the business 

and facing trouble in acquiring supply as well as distributing goods during the Covid-19 

pandemic. The purpose of this study is to identify the SMEs resilience strategies during this 

challenging time. This study has taken a quantitative exploratory approach. Data were collected 

using an online questionnaire survey. Results indicate that SMEs focus on product differentiation 

as well as cost, financing and technology processes, thus suggesting the companies are resilient 

to disruptions. In addition, the result suggests that leveraging technology through e-commerce 

and digital marketing for business products and services facilitate SMEs to survive the pandemic.    
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1. Introduction 

In this era of globalisation, every business sector around the world needs to be prepared for any 

unforeseen circumstances such as global recession, natural disaster and political changes that 

may interrupt their day-to-day business operations. In recent years, the world has been struck by 

another unprecedented circumstance named the Coronavirus disease (Covid-19). The World 

Health Organisation (WHO) stated that Covid-19 is an infectious disease which causes fever and 

mild to moderate respiratory illness towards the infected person. It was first discovered on 31st 

December 2019 in Wuhan, China and since then it has been considered as a pandemic due to its 

quick and widespread of virus across the world.  

Globally, a total of 1,607,595 Covid-19 cases were reported as at 10th April 2020 (Hidayat et al., 

2020). The huge number of cases has created an alarming situation towards global economies in 

facing problems such as the disruption of supply and demand. According to Shafi et al. (2020), 

the lockdown restriction all over the world in reducing the spread of the virus from one person to 

another has significantly affected most of the business sectors,particularly on the micro small and 
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medium enterprises (SMEs). This is because SMEs lack flexibility and preparation in facing this 

pandemic in a longer period of time. This situation has led SMEs to deal with shortages and 

business disruption.  

Domestically in Indonesia, the Ministry of Cooperatives and Small Medium Enterprises revealed 

that approximately 37,000 SMEs were severely affected during the Covid-19 pandemic that 

about 56 percent has issue in sales decline, 22 percent has problem in sourcing the finance, 15 

percent has trouble in distributing the goods, and 4 percent has difficulty in acquiring raw 

materials (Rahman, 2020). SMEs act as the backbone of Indonesia’s national economy due to 

their contribution to Indonesia’s Gross Domestic Products (GDP) over the years. Nadyan et al. 

(2021) revealed that the contribution of SMEs in Indonesia towards the growth of GDP is more 

than 56 percent every year. However, because of the Covid-19 pandemic, the SMEs contribution 

to the GDP has dropped by 18.7 percent which makes the total contribution of SMEs to the GDP 

in 2020 to 37.3 percent. The fluctuations will significantly affect business performance due to 

declining business revenues and consumer spending.   

The development of SMEs specifically in Indonesia has always an undivided attention from the 

government because of the SMEs great performance in contributing to Indonesia’s economic 

growth (Hariyati et al., 2018). Ambarwatiand Riyanto (2020) stated that 2nd March 2020 was the 

beginning of Indonesia being hit by the pandemic. The existence of the disease outbreaks in 

Indonesia has negatively impacted the selling and purchasing system of SMEs. Due to that, 

rivalry among the competitors have grown rapidly. Ambarwatiand Riyanto (2020) further 

explained that SMEs need to create competitive advantage to fulfil the customer satisfaction in 

improving their business performance during this pandemic.  

Therefore, short-term and long-term strategies should be prepared by SMEs in maintaining their 

business resilience,particularly during this pandemic. The pandemic is still ongoing and no one 

knows when it will end. As the backbone of the national economy in Indonesia, Resmi et al. 

(2020) described the approaches that can be implemented by SMEs to maintain the business 

resilience which are the financial assistance, the use of digital technology and preparation 

towards facing the Fourth Industrial Revolution (IR 4.0). To summarise, this study will examine 

the business resilience of SMEs in Indonesia during Covid-19 pandemic by focusing on three 

dimensions which are product differentiation, cost and financing, as well as technology and 

process of the business.   

This paper presents the current study with a brief literature review in the second section; research 

methodology in the third section; findings and discussion in the fourth section; and conclusion in 

the last section. 

 

2. Literature Review 

2.1. Micro, Small and Medium Enterprises (SMEs)  

The resilience capabilities of Micro, Small and Medium Enterprises (SMEs) are undeniable 

when it comes to responding towards the crisis and disruption. SMEs that act as the backbone of 

many economies have their own definition of SMEs which varies across the globe. According to 

Tambunan (2008), many countries usually define SMEs using the money measurement concept 

such as annual sales or turnover, assets, and the invested capital. The number of employees is 

another common measurement that will be used by many countries to differentiate between 
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microenterprise (MIE), small enterprise (SE), and medium enterprise (ME). OECD/ERIA (2018) 

highlights SME Policy Index for ASEAN 2018, in particular the characteristics considered in 

determining the SMEs status. The characteristics include number of employees, annual sales or 

turnover, fixed assets, and invested capital. The most common and comparable element is the 

number of employees. From the definition, it can be concluded that companies with fewer than 

200 staff are SMEs.  

 

Table 1. Definition of SMEs in ASEAN Member Countries 

Member country No. of 

Employee 

Annual 

Sales/Turnover 

Assets Invested 

capital 

Brunei  

MIE 

SE 

ME 

 

1 – 4 

5 – 19 

20 – 99 

   

Cambodia 

MIE 

SE 

ME 

 

≤ 10 

11 – 50  

51 – 100  

 *assets excl. land 

(USD) 

50,000 

> 50,000 – 250,000  

> 250,000 – 500,000 

 

Indonesia 

MIE 

SE 

ME 

 

1 – 4 

5 – 19 

20 – 99  

* IDR currency 

= 300mil 

> 300mil – 2.5bil 

> 2.5bil – 50bil 

*net assets (IDR) 

= 50mil 

> 50mil – 500mil 

> 500mil – 10bil 

 

Lao PDR 

MIE 

- manufacturing 

- trade 

- services 

SE 

- manufacturing 

- trade 

- services 

ME 

- manufacturing 

- trade 

- services 

 

 

1 – 5 

1 – 5 

1 – 5  

 

6 – 50 

6 – 50 

6 – 50  

 

51 – 99 

51 – 99 

51 – 99  

*LAK currency 

 

≤ 400mil 

≤ 400 mil 

≤ 400 mil 

 

≤ 3bil 

≤ 3 bil 

≤ 1.5bil 

 

≤ 4bil 

≤ 6bil 

≤ 4bil 

*assets (LAK) 

 

≤ 100mil 

≤ 150 mil 

≤ 200 mil 

 

≤ 1bil 

≤ 1bil 

≤ 1bil 

 

≤ 4bil 

≤ 4bil 

≤ 6bil 

 

Malaysia 
MIE 

- manufacturing 

- services & 

others 

SE 

- manufacturing 

 

 

1 – 4  

1 – 4  

 

5 – 74 

5 – 29 

*MYR currency 

 

< 300,000 

< 300,000 

 

300,000 – < 

15mil 
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Member country No. of 

Employee 

Annual 

Sales/Turnover 

Assets Invested 

capital 

- services & 

others 

ME 

- manufacturing 

- services & 

others 

 

75 – 200  

30 – 75  

300,000 – < 3mil 

 

15mil – 50mil  

3mil – 20mil  

Myanmar 
SE 

- manufacturing 

- labour-intensive  

  manufacturing 

- wholesale 

- retail 

- services 

- other activities 

ME 

- manufacturing 

- labour-intensive  

  manufacturing 

- wholesale 

- retail 

- services 

- other activities 

 

 

1 – 50 

1 – 300 

 

1 – 30 

1 – 30 

1 – 30  

1 – 30  

 

51 – 300  

301 – 600  

 

31 – 60 

31 – 60  

31 – 100 

31 – 60  

*MMK currency 

 

 

 

 

< 100mil 

< 50mil 

< 100mil 

< 50mil 

 

 

 

 

100mil – 300mil 

50mil – 100mil 

100mil – 200mil 

50mil – 100mil  

*fixed assets (MMK) 

 

< 500mil 

< 500mil 

 

 

 

 

 

 

500mil – 1bil 

500mil – 1bil   

 

Philippines 

MIE 

SE 

ME 

  *fixed assets (PHP) 

< 3mil 

3mil – 15mil 

> 15mil – 100mil 

 

Singapore 

SMEs 

 

= 200 

*S$ currency 

= 100mil  

  

Thailand 

SE 

- manufacturing 

- services 

- wholesale 

- retail 

ME 

- manufacturing 

- services 

- wholesale 

- retail 

 

 

≤ 50 

≤ 50  

≤ 25 

≤ 15 

 

51 – 200 

51 – 200 

26 – 50 

16 – 30  

 *fixed assets (THB) 

 

≤ 50mil  

≤ 50mil 

≤ 50mil 

≤ 30mil 

 

> 50mil – 200mil 

> 50mil – 200mil 

>50mil – 100mil  

> 30mil – 60mil  

 

Viet Nam  *VND currency  *in VND 
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Member country No. of 

Employee 

Annual 

Sales/Turnover 

Assets Invested 

capital 

MIE 

- agriculture,  

  forestry and  

  fishing industry,  

  construction 

- trade & services 

SE 

- agriculture,  

  forestry and  

  fishing industry,  

  construction 

- trade & services 

ME 

- agriculture,  

  forestry and  

  fishing industry,  

  construction 

- trade & services 

 

≤ 10 

 

 

 

≤ 10  

 

11 – 100  

 

 

 

11 – 50  

 

101 – 200  

 

 

 

51 – 100  

 

< 3bil 

 

 

 

< 10bil 

 

< 50bil 

 

 

 

< 100bil 

 

≤ 300bil  

 

 

 

≤ 300bil 

 

< 3bil 

 

 

 

< 3bil 

 

< 20bil 

 

 

 

< 50bil 

 

≤ 100bil 

 

 

 

≤ 100bil  

Source: SME Policy Index, ASEAN 2018 

 

A variety of official definitions of SMEs from the table above can be seen through these three 

criteria. First, all member countries except for the Philippines use the number of employees as a 

criteria to define SMEs. Countries from Malaysia, Myanmar, Thailand, and VietNam have 

different ranges of employees from each sector. Only Brunei, Indonesia, and Lao PDR adopt the 

definition of SMEs that corresponds with the standard Organisation for Economic Co-operation 

and Development (OECD) definition by having 99 employees at most. Second, except for 

Brunei, all member countries use additional criteria of annual sales or turnover, assets, and the 

invested capital to define the SMEs. Third, only Myanmar, Singapore, and Thailand do not 

distinguish microenterprise (MIE) from their SMEs category.   

Table 2 below shows the contribution of SMEs to the Gross Domestic Product (GDP) in ASEAN 

member countries. It is observed that there is variation in the year of updated data due to lack of 

data availability for certain countries in making SMEs performance assessment which leads the 

data of SMEs not to be updated periodically (NESDC, 2019).  
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Table 2. Contribution of SMEs on Gross Domestic Product (GDP) 

Country Contribution of SMEs (as % of national economy) 

GDP Year of updated data 

Brunei - - 

Cambodia  - - 

Indonesia 57.24% 2018 

Lao PDR ≤20% 2019 

Malaysia 38.9% 2019 

Myanmar - - 

Philippines 36% 2016 

Singapore  44% 

(Nominal Value Added) 

2019 

Thailand 43% 2018 

VietNam 45% 2016 

 

SMEs play a crucial role in the economic growth and the gross domestic product of every 

country (Haseeb et al., 2019). Meanwhile, according to Tambunan (2019), the major roles of 

SMEs are to reduce poverty, enhance equality, and to create job opportunities. Since Indonesia 

has been struck by Covid-19 pandemic since March 2020, the government has prepared a new 

policy to reduce the transmission of Covid-19 such as Social Distancing, Physical Distancing, 

Large-Scale Social Restrictions (PSBB), and Restrictions on Community Activities (PKM) 

(Nadyan et al., 2021). Due to these restrictions, SMEs are severely affected.  

Due to that, the government has taken an initiative to maintain the business resilience by 

preparing five schemes for sustainability of SMEs during this pandemic (Hidayat et al., 2020). 

The first scheme is on the social assistance for SMEs that are severely affected by the pandemic. 

The second scheme is regarding the tax incentives for the public that will decrease the final 

income tax rate for SMEs from 0.5 to 0 percent for a period of six months. The third scheme is 

on the loan restructuring and relaxation whereby the loans are under obligation of SMEs. The 

fourth scheme is on the working capital assistance that helps SMEs to expand their financing 

during this pandemic. The last scheme is related to the ecosystem of SMEs in which the 

ministries, institutions, state-owned enterprises, and local governments will act as buffers, 

particularly in early stages of post-pandemic business consolidation and recovery.  

 

2.2. Business Resilience 

Chowdhury et al. (2019) defined business resilience as the capability of an individual or 

organisation to respond and recover quickly from various types of failures, along with the ability 

to solve the problems successfully. SMEs need to be resilient to succeed in operating their 

business during the outbreak. Klein and Todesco (2021) explained that resilience is an essential 

ability of an organisation to adapt with the changes and disruption no matter when those changes 

will happen. Due to that, the organisation will be prepared for any anticipated or unanticipated 

conditions. According to Madni and Jackson (2009), resilience comes in the form of reaction and 

adaptation, which implies short-term action and long-term learning respectively. 
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Based on prior research conducted by Korber and McNaughton (2018), it was found that various 

empirical testings of business resilience were done previously which included preparedness, 

coping ability and adaptability. These three antecedents of business resilience are relevant with 

the current study that will be conducted towards SMEs in Indonesia. As for preparedness, it 

relates to the readiness of SMEs to use technology particularly during this pandemic. The coping 

ability can be associated with the ability of SMEs to survive in the market by having adequate 

financing particularly when those strategies require a certain amount of costs that need to be 

borne with. The adaptability can be viewed from the quick response of SMEs to adapt to 

changing customer preferences during the pandemic by introducing product differentiation. 

Therefore, every organisation should be prepared and responsive towards the unexpected 

surroundings to maintain the resilience of the business in this digital age. 

 

2.3. Product Differentiation 

Generally, differentiation refers to a product or service of an organisation which differs with the 

other rivals and the differences will enable the business to achieve its competitive advantage. 

According to Porter (1985), differentiation is when the organisation develops a product or 

service that is considered unique to the buyers. Despite its expensive price for being unique, the 

product or service can improve the performance of the organisation due to its brand loyalty, high 

quality products or services, and inelastic demand since buyers are insensitive to the price.  

Due to the outbreak of the Covid-19 pandemic in early 2020, it is a must for SMEs to be 

involved in adjusting and customising the sales of their products and services that fit the situation 

that everyone is currently facing. It is important for SMEs to grab customers’ attention by 

enhancing the quality of products and services according to their preferences (Nadyan et al., 

2021). Previous study conducted by Leitner and Güldenberg (2010) stated that product 

innovation and product quality are considered as differentiation alternatives for SMEs. Product 

innovation helps the organisation to be resilient in vibrant environments. Product quality can be 

determined from these eight aspects (Garvin, 1988). First, it is the product performance that 

determines the extent to which the product can be measured. Second, it is extra features or traits 

that improve the functionality of the product. Third, it is the product reliability which enables it 

to bear any possible changes anytime in the business environment. Fourth, it is the suitability that 

stresses on the extent to which the product conforms to existing standards in the industry. Fifth, it 

is the durability of the product from the perspective of technical and economic values. Sixth, it is 

the ease of repairing the products if there are problems that need to be fixed promptly. Seventh, it 

is the product aesthetics on how the product is perceived by the buyers. Eighth, it is the last 

aspect of product quality that relates to the viewpoint of product quality that will influence 

customer perceptions such as brand reputation of the business.  

Meanwhile, Hidayat et al. (2020) revealed that the personal characteristics of entrepreneurs also 

give impact on the business resilience during the pandemic. The researchers found that the most 

relevant entrepreneurship characteristics to cope with this pandemic are those that relate to the 

strive, innovation and creativity, and customer innovation. Strive is when the entrepreneurs 

perform serious efforts without giving up. Innovation and creativity describe the entrepreneurs to 

be creative and innovative in achieving the customer expectations. Meanwhile, customer 

orientation is about the entrepreneurs who always focus on fulfilling the needs and wants of their 
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customers. These characteristics will aim at the entrepreneurs to maintain business resilience in 

the future.   

 

2.4. Cost and Financing  

It is crucial for every organisation to manage its cost and finances to generate better income for 

the business. Other than differentiation strategy, the cost leadership is also a strategy that can 

create competitive advantage in terms of its efficiency in reducing and controlling the costs 

(Porter, 1985). Generally, cost leadership is a strategy that enables the organisation to be the 

lowest cost producer among the competitors within the industry (Gachuma & Karugu, 2018). 

Several ways to create cost leadership strategy and attain the required performance include the 

economies of scale, proprietary technology, and experience curve when employees become 

better at their jobs. 

Gachuma and Karugu (2018) pointed out some advantages of cost leadership strategy. By having 

lower costs than the competitors, it will increase the barrier to entry by the potential new 

entrants. This is because the new entrants will find difficulty to attract customers by lowering the 

production costs during the initial stage of the business life cycle. The presence of cost 

leadership will demotivate the new entrants from entering the respective industry. Thus, it will 

reduce the threats of new entrants that may harm the industry to have an increasing number of 

competitors in the same industry. Another advantage of cost leadership can be seen from the 

market share of the organisation. The customers believe that the products and services are 

attractive and worth it when they can get goods and services of acceptable quality with cheaper 

prices. However, Thompson et al. (2010) pointed out that, since customers are sensitive to the 

price change, it will result in an increase of switching cost and will reduce the customer loyalty 

of the business. In addition, the low quality of the products and services will also tarnish the 

business reputation. It will be hard for the organisation to change to a differentiation strategy due 

to the affected image and reputation from implementing the cost leadership strategy.   

Financing is also important for every business to sustain and grow its operations. Since the 

Covid-19 pandemic has struck the world, many organisations find difficulties to source their 

funding in improving the products and services as well as in adapting to the change. According 

to Hidayat et al. (2020), government support is crucial for SMEs to maintain their business 

resilience during this pandemic. The government support comes in the form of regulation of 

incentives and financial support so that SMEs can overcome their financial problems and 

working capital during this outbreak. The power of the government to perform credit relaxation, 

delay of loan payments, loan rescheduling and deferral of tax payment will help SMEs to 

manage their cash flow as well as create new strategies to attract customers during this crisis.    

 

2.5. Technology and Process 

The business world has become increasingly technological over time. This is due to the growing 

need of technology in business particularly during this digital era. The key role of technology in 

business is to improve operation towards faster and more efficient transactions. Technology also 

changes the process of operating the business such as in accounting, logistics, and marketing the 

products and services (Melo, 2018). 
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The Covid-19 outbreak has resulted in regional lockdowns and physical social distancing which 

makes people stay at home more often. According to Hidayat et al. (2020), it is important for 

every business to react quickly with the situation by utilising the technology through digital 

marketing to remain resilient amidst pandemic. Social media platforms, business web usage, and 

good knowledge of information technology have been the most extensively used technology in 

this globalised world. Thus, digital marketing will be the best option in coping with the 

pandemic by developing a website that focuses on the application of e-commerce in its business. 

Melo (2018) also highlighted that globalisation helps businesses to promote its products and 

services with less hassle in this borderless world. The development of e-commerce and spread of 

information technology also give great advantage for the business since it is much cheaper and 

easier to use. Thus, every business organisation should start taking the matter of technology 

seriously since it has a lot of positive outcomes for the business during the pandemic and in the 

near future.  

 

3. Methodology 

This study use qualitative method by adopted an exploratory study to understand the business 

resilience taken by SMEs in Indonesia during the Covid-19 pandemic. A total of 55 SMEs were 

chosen by using area sampling located in Indonesia. The primary data were collected from the 

respondents through an online questionnaire. The questionnaire focussed on three aspects which 

are product differentiation, cost and financing, as well as technology and process. The 

questionnaire was sent through e-mail to gauge the opinion from all 55 SMEs owners in 

Indonesia as respondents in this study. However, after taking into consideration several factors, 

the valid respondents to be the final sample was only 42.  The questionnaire in this study 

consisted of 22 questions with a 4-point Likert scale measurement. The questionnaire was based 

on (1) = strongly disagree; (2) = disagree; (3) = agree; (4) = strongly agree response structure. 

 

Table 3. Final sample of SMEs according to industries 

Industry Total 

Food companies 13 

Service companies 29 

Total 42 

 

The responses of submitted questionnaireare used for quantitative data analysis. Quantitative 

data analysis was employed. This analysis used numerical scores from the answers of 

respondents from the distributed questionnaire. The questionnaire in this study consisted of 22 

questions with a 4-point Likert scale measurement. The questionnaire was based on (1) = 

strongly disagree; (2) = disagree; (3) = agree; (4) = strongly agree response structure. Through 

responses from the questionnaire, the data were analysed by calculating the values of mean from 

each question. The values of mean were grouped into different groups of strategies to find out 

the total values of mean from different perspectives of business resilience strategies which are 

product differentiation, cost and financing, as well as technology and process.  
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4.   Discussion 

The result has been taken from the questionnaire. The quantitative data were conducted to obtain 

the average score or the values of mean from each item in the questionnaire. As seen in Table 4 

below, it is the total value of mean obtained from each group of strategies. The mean from these 

three aspects were above three, which indicates that SMEs in Indonesia are being resilient in 

maintaining their business during this pandemic. Meanwhile, Table 4 onwards represents the 

details of value of mean from each item in the survey taken.   

 

Table 4. Results according to the major focus in business resilience 

Major focus in business resilience  Average score 

Product differentiation 3.52 

Cost and financing 3.14 
Technology and process 3.38 

4.1. Product Differentiation 

 

Table 5. Results related to product differentiation 

Related items Average score 

You always make different products with products from other businesses 

during the pandemic. 

3.40 

You update the packaging, attributes, and features of their products during the 

pandemic.  

3.36 

You continue to innovate and be creative in terms of products and services 

according to changing preferences and consumer behaviour. 

3.62 

You do product innovation and process innovation. 3.58 

You create or prepare products that focus on consumer needs. 3.53 

You are always looking for business opportunities to maintain market share 
during the pandemic. 

3.64 

 

It is important for SMEs to improve their business products through product differentiation in 

order to compete with their rivals during this pandemic. This is because product differentiation 

will create a competitive advantage that makes the business to be more outstanding than the 

other competitors. According to Nadyan et al. (2021), product differentiation can be done 

through quality improvement of the products and services that can attract customers’ attention. 

The result shows that SMEs in Indonesia always strive to create product differentiation during 

the pandemic. They will have better resilience to survive as this strategy will increase customer 

satisfaction and loyalty towards the products. The result also shows that product attributes are 

emphasised by updating the product packaging and features during the pandemic. This is in line 

with what was raised by Garvin (1988) which revealed that product functionality can be 

enhanced through features and attributes. Customers will give perception that the products are 

having better quality considering the additional adjustment on the product aesthetics that become 

more attractive in the market.   
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All these improvements and enhancements can be done through innovation in adapting to the 

new consumer behaviour and preferences. The result indicates that SMEs continue to be creative 

and smart in keeping up with the changing preferences of customers to remain resilient towards a 

competitive environment during this pandemic. Peterson (2020) described that nowadays 

customers are more comfortable to opt for online shopping since they spend their time more 

frequently in front of the screen. It will enhance customer satisfaction if SMEs respond to the 

changes by leveraging social media platforms for selling and marketing purposes. Besides, the 

result of this study also shows that SMEs in Indonesia perform product and process innovation to 

survive during the pandemic. The cashless transaction process that occurred between seller and 

buyer via online banking helps SMEs to operate their businesses remotely despite the lockdown 

restrictions by the government. According to Shafi et al. (2020), online banking will reduce the 

transaction cost and shorten the time of transaction process. Thus, it is proven that digitalization 

will improve the business process with regards to the time and cost saving (Klein & Todesco, 

2021).  

In relation to performing product and process innovation to adapt to the new consumer behaviour 

and preferences, it is also important for SMEs to respond to  consumer needs. The result shows 

that SMEs in Indonesia are emphasising on their customer needs whereby they strive to develop 

new products and services. Not only that, SMEs in Indonesia always look for business 

opportunities to maintain their market share during the pandemic. They should be able to turn the 

threat of the Covid-19 pandemic into an opportunity so that their businesses will be more 

resilient in future (Hidayat et al., 2020). Despite the process of innovation made through online 

shopping, SMEs can also develop new product innovation to meet the consumer needs and 

therefore will increase their market share. For instance, SMEs should perform product 

development that relates to the customer demand during the pandemic, such as manufacturing 

personal protective equipment (PPE), respirators, or hand sanitizers (Shafi et al., 2020). Thus, 

exploring new products through critical thinking will make customers feel safer during this 

pandemic and enable SMEs to build customer’s trust and loyalty (Peterson, 2020). 

 

4.2. Cost and Financing 

Table 6. Results related to cost and financing 

Related items Average score 

You added capital for the business during Covid-19. 3.11 

You are taking advantage of the tax relief provided by the government during 
the pandemic. 

3.44 

You take advantage of government-provided loan restructuring (filled out if the 

company has loan in the Bank). 

2.91 

You are taking advantage of emergency working capital assistance designed 

specifically for SMEs who feel the impact of Covid-19. 

2.49 

You are trying to sell cheap products due to declining consumer purchasing 

power. 

3.36 

You use a product cost reduction strategy. 3.51 
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Business efficiency is prominent for SMEs as the backbone of many economies worldwide. One 

of the approaches to make the business more efficient is through managing its own costs and 

financing. The result of this study indicates that additional capital is needed for SMEs in 

Indonesia during this pandemic. SMEs have difficulties in accessing capital because banks lack 

confidence to provide finance for them (Klein & Todesco, 2021). This issue leads SMEs to be 

left behind the other large companies due to the scarcity of capital resources. The result also 

shows that SMEs in Indonesia take advantage of the tax relief, loan restructuring, and working 

capital assistance provided by the government during the pandemic. Thus, government support 

can solve the issue of capital scarcity by providing financial resources for SMEs. The 

Government of Indonesia has prepared five schemes to protect and maintain business resilience 

of SMEs and three of them are related to the abovementioned results.  

Tax relief will act as extra funding for SMEs that take advantage on the schemes. Ramaswamy 

(2021) described that government support is crucial for SMEs to overcome this global health 

crisis. SMEs have high expectations for the government to provide either tax discount or 

exemption to reduce their burden in paying tax during this pandemic. Nevertheless, the 

government needs to bear the declining tax revenue due to the relaxation of tax regulations 

during this crisis (Hidayat et al., 2020). Meanwhile, the loan restructuring helps to ease the 

business operation. Due to the pandemic, such loans can be restructured at lower interest rates 

(Ramaswamy, 2021). Government can also offer loans with long-term repayment, extension of 

loan repayment and also raising the loan  limit for SMEs. Thus, they will have additional debt 

financing with cheaper interest rates to be resilient amid economic downturn during this 

pandemic (Shafi et al., 2020). In addition, the working capital assistance is also being utilised 

particularly by the affected SMEs during this pandemic. With the help of the government in 

supplying assistance schemes for SMEs, these businesses will enable themselves to be resilient 

particularly during the Covid-19 pandemic (Shafi et al., 2020).   

This pandemic has negatively impacted all economic activities around the world. Situmorang 

(2020) revealed that one of the main economic impacts on this outbreak was the decline in the 

purchasing power of buyers. The reduction in community activities to move freely has resulted 

in declining number of buyers which leads to falling income of the business (Hidayati & Yansi, 

2020). The result indicates that the declining consumer purchasing power has led the business to 

sell products at lower prices. SMEs can offer sales promotions such as discounts to customers so 

that they can buy products with reasonable prices. Other than promotional strategies, SMEs can 

also use cost reduction strategies during this pandemic. The result shows that SMEs in Indonesia 

have employed a cost reduction strategy. It is a strategy that will minimise the production costs 

and increase the profitability to gain competitive advantage in the market.Ambarwati and 

Riyanto (2020) explained that the cost reduction strategy prioritized more on cost efficiency by 

producing standardized products in high volumes. It is also known as the economies of scale. 

Thus, this strategy helps SMEs to be resilient despite the declining economy during this 

pandemic.  

 

4.3. Technology and Process 
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Table 7. Results related to technology and process 

Related items Average score 

You have difficulty adapting to the technology at the heart of the Covid-

19 pandemic. 

2.80 

You believe that the future of online business will grow. 3.58 

You believe that businesses need to adapt and leverage technology. 3.62 

You do research and development to increase business resilience in the 

face of the crisis. 

3.40 

You innovate in the form of aggressive collaboration and marketing 

using digital and online platforms. 

3.62 

You feel the need that employees should be able to use technology. 3.44 

You provide training for employees to cope with the Covid-19 

pandemic. 

3.16 

You strive to ensure adequate supply of raw materials and merchandise. 3.56 

You are making changes to the production and distribution processes for 

consumers. 

3.27 

You and your employees develop the ability to use online culture for 

business activities. 

3.38 

 

The utilisation of technology becomes a crucial matter during this pandemic. Besides, the 

disruption of technology has also made the process of the business to be affected. The result of 

this study shows that SMEs in Indonesia have difficulty in adapting to the technology during this 

pandemic. Generally, most SMEs in Indonesia lack technological readiness in preparing for 

disruption of E-Commerce. This is because of several reasons such as the complexity to operate 

the technology, limited technology infrastructure and ignorance of using social media for trading 

purposes (Syuhada & Gambett, 2013).  Due to that, it is even more difficult for SMEs to adapt to 

the technology during the Covid-19 pandemic.  

Despite its difficulty to adapt to the technology, SMEs in Indonesia believe that the online 

business will grow in the future. Hidayati and Yansi (2020) described that currently, internet 

marketing is widely adopted and there is an increase of the use of online shopping for the past 

few years. This shows that utilisation of technology has started to grow before the pandemic and 

it has bloomed even more when the pandemic struck globally (Hidayat et al., 2020). The 

Coordinating Minister for Economics Affairs stated that, until the end of June 2020, 

approximately 301,115 SMEs in Indonesia were shifting their businesses towards the digital 

platform (Alika, 2020). Therefore, SMEs in Indonesia believe that all businesses must leverage 

and adapt to the technology. In order to be resilient in times of the outbreak, they should be alert 

to the changes by adapting to the technology so that their businesses will survive in the future 

(Hardilawati, 2020). 

Business resilience can be achieved through research and development, collaboration and the use 

of digital platforms. The result indicates that SMEs in Indonesia performed research and 

development to increase the business resilience during this pandemic. Digital development will 

help SMEs to penetrate and expand their businesses easily across the world through online 

marketing (Nadyan et al., 2021). Not only that, SMEs can also develop a web presence to 
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improve their earnings during this pandemic. In a study performed by Ramaswamy (2021), it 

was found that around 30 percent of SMEs in India challenged themselves to create a business 

website and become involved in e-commerce during the outbreak. However, drawbacks from this 

technology development can be seen from lack of financing and technical expertise to create the 

web presence. Thus, to overcome the scarcity of resources, it is possible for SMEs to perform 

collaboration with other entities that are pleased to share the resources together towards digital 

adaptation (Klein & Todesco, 2021). According to Hidayati and Yansi (2020), it is also 

necessary for SMEs to utilize digital marketing through social media platforms such as TikTok, 

Instagram and Facebook. Since customers are shifting their preferences to using these platforms, 

SMEs should adapt with the changes to maintain their business resilience during this pandemic. 

These approaches are in line with the result of this study which indicates that SMEs in Indonesia 

have given consideration on collaboration and online marketing using digital platforms.   

With the technology advancement being implemented in the business operation, it is a must for 

the employees to be able to use the technology wisely. However, Klein and Todesco (2021) 

revealed that, there is a gap of technological knowledge for most of the SMEs due to the absence 

of knowledge as well as lack of skills and expertise to use the digital technology. The result of 

this study shows that SMEs believe that employees should be able to use the technology. Thus, 

to reduce the gap, SMEs should provide training for their employees so that they own 

meaningful skills to grow their business globally (Affandi et al., 2020). SMEs in Indonesia also 

agreed that employees should be trained to cope with Covid-19 pandemic. Informal training can 

also be done through cost-effective learning such as networking, mentoring, or coaching 

(Saunders et al., 2014). 

Since the outbreak of Covid-19, this disease has seriously affected the business efficiency across 

the world, leading to shortage of supply during this pandemic due to the struggle that the 

business has to face. The import and export of goods will be affected due to the movement 

restriction that the countries need to comply with to reduce the spread of the virus. Since China is 

the largest exporter of goods in the world, Indonesia will also be affected when the virus badly 

hit them. The demand of raw materials from China has fallen due to the disruption of trading 

activities in China. As a trading partner, the reduction of production in China will then cause 

shortage of supply in Indonesia (Hidayat et al., 2020). Thus, the result of this study shows that 

SMEs in Indonesia strive to ensure that the supply of raw materials is adequate during this 

pandemic. To overcome the shortage of supply, Mohan et al. (2021) described that instead of 

relying on one supplier, it is better for firms to diversify their suppliers to have a secured value 

chain.  

The result of this study also indicates that SMEs in Indonesia will make changes to the 

production and distribution process for consumers. With the advancement of technology, the 

internet has changed the way of communication with customers when marketing the business 

products (Hidayati & Yansi, 2020). According to Varabi (2020), SMEs have utilised the logistics 

and courier services for their distribution channel. Data from the Ministry of Finance stated that 

the logistics segment was relatively stable during the Covid-19 pandemic. In fact, the purchase 

transactions via e-commerce has increased to 18.1 percent which equals 98.3 million 

transactions. A total transaction value of 9.9 percent has resulted in a total of Rp 20.7 trillion. 

Moreover, with the result obtained from this study, it shows that SMEs have no problem with the 
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culture of doing business through online platforms. This is because they believe that by creating 

a new working environment, the benefits will outweigh the drawbacks when using digital 

marketing as an opportunity to grow their business in future (Hidayati & Yansi, 2020).   

 

5. Conclusion 

From the findings in the previous section, it can be concluded that despite the struggle to survive 

during this pandemic, SMEs in Indonesia managed to maintain their business resilience through 

the implementation of various strategies in adapting to the current situation. Throughout this 

study, the product differentiation, cost and financing, as well as technology and process were 

seen to be crucial to help SMEs to realize the sustainability and development of their business. 

However, there are several limitations in this study. 

One-shot or cross-sectional study was adopted in this research whereby from the selected 

population, the information was collected at a single point in time. Due to this, the measurement 

on the changes of perceptions and opinions over the time cannot be performed by the target 

respondents. It is recommended that future research should be performed by considering the 

longitudinal studies. From there, the comparison of business resilience of SMEs during and after 

the pandemic can be further studied.  

In addition, closed questions were structured as a survey instrument since it is much easier to 

conduct. However, this type of questionnaire might limit the respondents to express and give 

their own opinions and perspectives as they need to answer only based on the options given in 

the questionnaire. The answers by the respondents might be biased particularly when the 

provided answers are contrary to their own thoughts and perceptions. It is advised that future 

researchers who wish to conduct the same scope of study should opt for open-ended questions to 

gain better insights from the respondents.  

Finally, this study focused on SMEs in Indonesia only. The findings of this study may not be 

relevant to other organizations due to different geographical areas. Thus, it is advised that SMEs 

in other areas should be further studied to find out whether those SMEs would respond the same 

way or not in maintaining their business resilience during this pandemic.  

 

References 
Affandi, A., Sobarna, A., Erlangga, H., Onny Siagian, A., Purwanto, A., & Amin Effendy, A. 

(2020) ‘Optimization of MSMEs Empowerment in Facing Competition in the Global 

Market during the COVID-19 Pandemic Time’, Systematic Reviews in Pharmacy, Vol. 

11, No. 11, pp.1506–1515. 

Alika, R. (2020) Pandemi Covid-19 Mendorong 301 Ribu UMKM Beralih ke Online [online] 

https://katadata.co.id/ekarina/digital/5eedcef8ac596/pandemi-covid-19-mendorong-301-

ribu-umkm-beralih-ke-

online?__cf_chl_jschl_tk__=8f3746d47969821db740c4e4df323e4c68d2ac98-

1623475953-0-AcCoqGhnW-

dtGxBw68WhLdlVzEIi1EXD0oTSiZY1bVQFDNPkTL8aITdUz4sFEI4GRGqWq 

(accessed 12th June 2021). 

Chowdhury, M. M. H., Quaddus, M., & Agarwal, R. (2019) ‘Supply chain resilience for 

performance: role of relational practices and network complexities’, Supply Chain 



    International Journal of Economics, Business and Management Research 

Vol. 7, No.01; 2023 

ISSN: 2456-7760 

www.ijebmr.com Page 154 

 

Management: An International Journal, Vol. 24, No. 5, pp.659–676. 

https://doi.org/10.1108/SCM-09-2018-0332. 

Gachuma, M. W., & Karugu, J. (2018) ‘Strategic Management Practices and Performance of 

Quantity Surveying Firms in Nairobi City County, Kenya’, International Academic 

Journal of Human Resource and Business Administration, Vol. 2, No. 1, pp.280–293. 

Garvin, D. A. (1988) Managing Quality: The Strategic and Competitive Edge. Free Press, New 

York. NY. 

Hardilawati, W. L. (2020) ‘Strategi Bertahan UMKM di Tengah Pandemi Covid-19’, Jurnal 

Akuntansi Dan Ekonomika, Vol. 10, No. 1, pp.89–98. 

https://doi.org/10.37859/jae.v10i1.1934. 

Hariyati, Venusita, L., & Dyani, Z. F. (2018) ‘Differentiated strategy, business performance, and 

intellectual capital: Evidence small medium enterprise from Indonesia’, IOP Conference 

Series: Materials Science and Engineering, Vol. 296, No. 1, pp.1–6. 

https://doi.org/10.1088/1757-899X/296/1/012008. 

Haseeb, M., Lis, M., Haouas, I., & Mihardjo, L. W. W. (2019) ‘The mediating role of business 

strategies between management control systems package and firms stability: Evidence 

from SMEs in Malaysia’, Sustainability (Switzerland), Vol. 11, No. 17, pp.1–20. 

https://doi.org/10.3390/su11174705. 

Hidayat, M., Latief, F., Bahasoan, S., Widiawati, A., & Nianty, D. A. (2020) ‘Factors 

Influencing Resilience of Micro Small and Medium Entrepreneur (MSME) during 

COVID 19 Outbreak in South Sulawesi Province Indonesia’, TEST Engineering & 

Management, Vol. 83, May-June 2020, pp.26707–26721. 

https://doi.org/https://doi.org/10.31219/osf.io/cme2j. 

Hidayati, A., & Yansi, M. (2020) ‘Role of Social Media in Marketing of Micro, Small, and 

Medium Enterprises (MSMEs) Product during COVID 19 Pandemic’, Jurnal Ilmiah 

Teunuleh, Vol. 1, No. 2, pp.239–249. https://doi.org/10.51612/teunuleh.v1i2.39. 

Klein, V. B., & Todesco, J. L. (2021) ‘COVID-19 crisis and SMEs responses: The role of digital 

transformation’, Knowledge and Process Management, Vol. 28, No. 2, pp.117–133. 

https://doi.org/10.1002/kpm.1660.  

Korber, S., & McNaughton, R. B. (2018) ‘Resilience and entrepreneurship: a systematic 

literature review’, International Journal of Entrepreneurial Behavior & Research, Vol. 

24, No. 7, pp.1129–1154. https://doi.org/10.1108/IJEBR-10-2016-0356. 

Leitner, K. H., & Güldenberg, S. (2010) ‘Generic strategies and firm performance in SMEs: A 

longitudinal study of Austrian SMEs’, Small Business Economics, Vol. 35, No. 2, 

pp.169–189. https://doi.org/10.1007/s11187-009-9239-x. 

Madni, A. M., & Jackson, S. (2009) ‘Towards a Conceptual Framework for Resilience 

Engineering’, IEEE Systems Journal, Vol. 3, No. 2, pp.181–191. 

https://doi.org/10.1109/JSYST.2009.2017397. 

Melo, S. (2018) The relevance of technology in business [online] 

https://mydatascope.com/blog/en/the-relevance-of-technology-in-business/ (accessed 15th 

June 2021). 

Mohan, S., Ramos, B., & Rollo, V. (2021) Competitive in good times, resilient in bad times: 

What COVID-19 taught us about MSMEs [online] 



    International Journal of Economics, Business and Management Research 

Vol. 7, No.01; 2023 

ISSN: 2456-7760 

www.ijebmr.com Page 155 

 

https://trade4devnews.enhancedif.org/en/op-ed/competitive-good-times-resilient-bad-

times-what-covid-19-taught-us-about-msmes (accessed 12th June 2021). 

N.K. Saunders, M., E. Gray, D., & Goregaokar, H. (2014) ‘SME innovation and learning: the 

role of networks and crisis events’, European Journal of Training and Development, Vol. 

38, No. 1/2, pp.136–149. https://doi.org/10.1108/EJTD-07-2013-0073. 

Nadyan, A. F., Selvia, E., & Fauzan, S. (2021) ‘The Survival Strategies of Micro, Small and 

Medium Enterprises in The New Normal Era’, Dinamika Ekonomi, Vol. 12, No. 2, 

pp.142–149. 

NESDC. (2019) Economic Performance and Outlook 2019/20. SME Corporation Malaysia, 

National Entrepreneur and SME Development Council (NESDC), Malaysia. 

Ningrum Ambarwati, A., & Riyanto, S. (2020) ‘Analysis Of The Use Of Low-Cost Strategy For 

Smes In Indonesia In Covid Pandemic-19’, Journal of Social Science, Vol. 1, No. 4, 

pp.122–128. 

OECD/ERIA. (2018) SME Policy Index: ASEAN 2018: Boosting Competitiveness and Inclusive 

Growth. OECD Publishing, Paris/Economic Research Institute for ASEAN and East 

Asia, Jakarta. https://doi.org/https://doi.org/10.1787/9789264305328-en. 

Peterson, J. (2020) How SMEs Build Business Resilience In A Crisis [online] 

https://fedexbusinessinsights.com/how-smes-build-business-resilience-in-a-crisis/ 

(accessed 9th June 2021). 

Porter, M. E. (1985) Competitive advantage: creating and sustaining superior performance. Free 

Press, New York. NY. 

Rahman, R. (2020) 37,000 SMEs hit by COVID-19 crisis as government prepares aid [online] 

https://www.thejakartapost.com/news/2020/04/16/37000-smes-hit-by-covid-19-crisis-as-

government-prepares-aid.html. (accessed 5th June 2021). 

Ramaswamy, K. (2021) ‘Impact of COVID-19: Micro, Small and Medium Enterprises in India, 

Pandemic Shock of COVID-19 and Policy Response: A Bird’s Eye View’, KIEP Visiting 

Scholars Program: Visiting Scholars’ Opinion Paper, Sejong, South Korea. 

Resmi, S., Pahlevi, R. W., & Sayekti, F. (2020) ‘The growth of creative micro, small, and 

medium enterprises (Msmes) business in special region of yogyakarta before and after 

covid-19 pandemic’, International Journal of Entrepreneurship, Vol. 24, No. 4, pp.1–8. 

Shafi, M., Liu, J., & Ren, W. (2020) ‘Impact of COVID-19 pandemic on micro, small, and 

medium-sized Enterprises operating in Pakistan’, Research in Globalization, Vol. 2, No. 

100018, pp.1–14. https://doi.org/https://doi.org/10.1016/j.resglo.2020.100018. 

Situmorang, A. P. (2020) Sri Mulyani: Corona Beri 3 Dampak Besar ke Ekonomi Indonesia 

[online] https://www.liputan6.com/bisnis/read/4292763/sri-mulyani-corona-beri-3-

dampak-besar-ke-ekonomi-indonesia. (accessed 11th June 2021). 

Syuhada, A. A., & Gambett, W. (2013) ‘Online Marketplace for Indonesian Micro Small and 

Medium Enterprises based on Social Media’, Procedia Technology, Vol. 11, Iceei 2013, 

pp.446–454. https://doi.org/10.1016/j.protcy.2013.12.214. 

Tambunan, T. (2008) ‘Development of SME in ASEAN with Reference to Indonesia and 

Thailand 53’, Chulalongkorn Journal of Economics, Vol. 20, No. 1, pp.53–83. 



    International Journal of Economics, Business and Management Research 

Vol. 7, No.01; 2023 

ISSN: 2456-7760 

www.ijebmr.com Page 156 

 

Tambunan, T. (2019) ‘Recent evidence of the development of micro, small and medium 

enterprises in Indonesia’, Journal of Global Entrepreneurship Research, Vol. 9, No. 1, 

pp.1–15. https://doi.org/10.1186/s40497-018-0140-4. 

Thompson, A. A., Peteraf, M. A., Gamble, J. E., & Strickland, D. A. J. (2010) Crafting and 

Executing Strategy: The Quest for Competitive Advantage : Concepts and Cases, 17th 

ed., McGraw-Hill/Irwin Companies Inc., New York. 

Varabi, H. (2020) Bisnis Logistik dan Jasa Kurir Melonjak Saat Pandemi Covid-19 [online] 

https://ekbis.sindonews.com/read/233096/34/bisnis-logistik-dan-jasa-kurir-melonjak-

saat-pandemi-covid-19-1605445909. (accessed 12th June 2021). 
 

 


	Business Resilience during the Pandemic in Indonesia
	Mariana1, Hariyati2, Susi Handayani3, Eni Wuryani4, Insyirah Putikadea5,
	Azizah binti Abdullah6
	1,2,3,4,5Universitas Negeri Surabaya, Accounting Department,
	Jl. Ketintang No. 02, Surabaya, Indonesia
	6 Universiti Teknologi Mara, Faculty of Accountancy,
	Kampus Puncak Alam, Selangor, Malaysia
	Abstract

