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Abstract 
Digitalization has become the main catalyst in spurring the growth of 
Micro, Small and Medium Enterprises (MSMEs) in the modern economic 
era. This literature research examines the various impacts that 
digitalization has on the growth of MSMEs. Among other things, 
digitalization significantly increases operational efficiency through 
automation of business processes such as inventory management, 
accounting and customer service. In addition, digital technology opens 
up MSME access to a wider market through e-commerce and digital 
marketing platforms, enabling them to reach global customers and 
increase sales. Digitalization also plays an important role in improving 
the quality of customer service through personalization of service and 
more effective communication. Customer Relationship Management 
(CRM) tools and data analytics help MSMEs understand customer needs 
and develop better service strategies. Fintech and crowdfunding 
platforms offer more accessible alternative financing options, 
supporting the expansion and growth of MSME businesses. Product and 
service innovation is driven by digital technology, enabling MSMEs to 
remain competitive and responsive to changing market needs. 
Additionally, digital platforms facilitate collaboration and networking, 
supporting a more efficient exchange of knowledge and resources. 
Overall, digitalization not only accelerates the growth of MSMEs but also 
strengthens the economy as a whole by opening up new opportunities 
and optimizing existing potential. 
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INTRODUCTION 

The rapid increase in information and communication technology in the 

last few decades has created a wave of digital transformation which has no 

exception affected the Micro, Small and Medium Enterprises (MSME) sector 

(Nurhayati & Rifki, 2023). MSMEs, which are the backbone of the economy in 

many countries, including Indonesia, account for the majority of the total 

number of companies, provide employment opportunities and encourage 

innovation. However, the challenge of increasing their efficiency and 

competitiveness is increasingly complex in the digital era. Digital 

transformation offers various opportunities for MSMEs to increase 

operational efficiency, access new markets, expand market share, and 

improve customer relationships (Septiandika et al., 2023a). However, the 

adoption of digital technology also brings a number of challenges such as the 

need for large investments in technology and digital skills training, as well as 

data security risks. 

Digitalization has brought significant changes in the way MSMEs run 

their operations, especially in terms of marketing, management and customer 

service. E-commerce platforms, social media and business management 

software have become important tools for MSMEs to achieve operational 

efficiency and effectiveness. With digital technology, MSMEs can carry out 

broader marketing at lower costs, as well as improve interaction and service 

to customers via digital platforms (Supari & Anton, 2022a). However, not all 

MSMEs are able to quickly or effectively adopt this technology. Many MSMEs 

still experience a digital divide, both in terms of access to technology, 

knowledge and skills to use it. Factors such as uneven technological 

infrastructure, limited human resources and limited capital are significant 

obstacles. 

As the economic landscape changes increasingly driven by digital 

technology, research on the impact of digitalization on the growth of MSMEs 

becomes very important. Not only to understand how technology can help 

MSMEs develop, but also to identify the obstacles they face and find effective 

solutions. By understanding the factors that influence the adoption and use of 

digital technology, better strategies can be formulated to support the digital 

transformation of MSMEs and ensure that they can contribute optimally to 

the modern economy (Dama, 2024). It is hoped that this research can make an 

important contribution to policy makers, business people and the academic 

community in efforts to increase the competitiveness and sustainability of 

MSMEs in the digital era. 
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The global context increasingly illustrates the urgency of adopting 

digital technology in advancing MSMEs. Developed countries have shown that 

digital technology can increase the global competitiveness of their MSMEs 

(Aniket, 2023a). In the case of Indonesia, the adoption of digital technology by 

MSMEs can help not only in increasing productivity but also in accelerating 

economic inclusion. For example, by utilizing e-commerce platforms, MSMEs 

can reach consumers beyond their traditional geographic boundaries, 

penetrate international markets, and participate in global value chains (Run & 

Shin, 2024). Additionally, technologies such as big data and analytics can 

provide valuable insights for better decision making, while cloud computing 

enables access to digital assets previously out of reach for small and medium-

sized businesses. 

However, even though the potential benefits of digitalization for 

MSMEs are enormous, this transformation process is also faced with a number 

of challenges. The biggest obstacle often stems from a lack of digital skills 

among the MSME workforce. Many MSMEs whose owners or employees do 

not have sufficient knowledge or training to operate digital systems 

effectively (BAKARI, 2022). Digital infrastructure, especially in remote areas, is 

still inadequate to support the adoption of advanced technology. Financing is 

also a big problem because the initial investment required to adopt digital 

technology tends to be large, while MSMEs' access to funding sources is often 

limited (Philycia & Berlianto, 2022). 

In the midst of this dynamic, government policies and support from the 

private sector and international organizations play a key role. Digital skills 

training programs, subsidies for technology investment, and the provision of 

adequate digital infrastructure are becoming increasingly important to 

facilitate the successful digitalization of MSMEs (Eriyanti et al., 2023a). In 

addition, cooperation between various stakeholders is needed to create an 

inclusive and sustainable digital ecosystem. With the right approach, 

digitalization can be a powerful tool to increase the competitiveness of 

MSMEs, encourage innovation, and create higher quality jobs. 

 

RESEARCH METHOD 

The study in this research is qualitative with literature. The literature 

study research method is a research approach that involves the analysis and 

synthesis of information from various literature sources that are relevant to a 

particular research topic. Documents taken from literature research are 
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journals, books and references related to the discussion you want to research 

(Earley, M.A. 2014; Snyder, H. 2019). 

 

RESULT AND DISCUSSION 

The Impact of Digitalization on MSME Growth 

Digitalization has had various significant positive impacts on the 

growth of MSMEs, especially in terms of operational efficiency and market 

access. With the adoption of digital technology such as e-commerce and social 

media, MSMEs can now reach a wider market at relatively lower costs. This 

allows MSMEs to increase their turnover by selling online and utilizing digital 

platforms for marketing (Dangmei & Singh, 2022). The use of business 

management software helps MSMEs manage inventory, process transactions 

and record finances more efficiently, which has a direct impact on increasing 

productivity and reducing operational costs. 

However, digitalization also brings significant challenges for MSMEs, 

especially regarding skills and infrastructure. Many MSMEs do not yet have 

sufficient knowledge or capabilities to adopt digital technology effectively. 

The lack of digital skills among MSME workers often hinders the digital 

transformation process (Jauhar, 2024). In addition, the uneven availability of 

digital infrastructure, especially in rural or remote areas, is the main obstacle 

preventing MSMEs from fully enjoying the benefits of digitalization. Limited 

fast and affordable internet access adds complexity to adopting digital 

technology. 

The financing aspect is also a critical challenge for MSMEs in the 

digitalization process. The initial investment to adopt digital technology, such 

as hardware and software, often requires quite large costs, which are difficult 

for many MSMEs to meet (Farida & Fitriani, 2022). Risks related to cyber 

security are also a concern, because MSMEs must ensure that their data and 

customer data are well protected. Overall, although digitalization opens up 

many opportunities for MSMEs to grow and develop, the success of digital 

transformation depends on the ability of MSMEs to overcome these 

challenges through skills training, infrastructure improvements and 

appropriate policy support. 

By considering the positive impacts and challenges brought by 

digitalization, the role of government and the private sector is very crucial in 

supporting MSMEs to transform digitally. Governments can play an important 

role through policies and initiatives that support the development of an 

inclusive digital ecosystem. Digital skills training programs for MSME owners 
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and workers, subsidies for technology adoption, and improvements to digital 

infrastructure, especially in remote areas, are important steps that can be 

taken by the government (Halida & Wilantini, 2022). Collaboration with the 

private sector in providing affordable technology solutions that suit the needs 

of MSMEs is also very necessary. 

On the other hand, the private sector, especially technology 

companie is, can contributei through product and seirvice i innovation that suits 

thei neie ids and capacitie is of MSMEis. For e ixample i, e i-comme irce i and finteich 

se irvice i provideirs can de iveilop platforms that are i morei use ir-frie indly and 

spe icific for MSMEis, making it e iasie ir for theim to adopt digital teichnology 

(Untura, 2022). Partne irships be itwe ie in large i companie is and MSMEis in thei form 

of guidance i and assistance i can also spe ie id up the i digitalization proce iss. 

Innovations in teichnology, such as the i use i of artificial inte illige incei (AI) and 

machine i leiarning, can also he ilp MSMEis analyze i data for be itte ir de icision 

making. 

Oveirall, a compre ihe insive i strate igy involving various stake iholdeirs is ke iy 

to oveircoming challe ingeis and maximizing thei be ine ifits of digitalization for 

MSMEis. Through a holistic approach, MSMEis can be i stre ingtheine id to be i more i 

compe ititivei in an incre iasingly digital and global marke it. Digitalization not only 

brings change is in thei way MSMEis ope iratei, but also has the i poteintial to creiate i 

neiw jobs, e incourage i innovation, and acce ile irate i e iconomic growth 

(Simanjuntak & Pasaribu, 2023). Theire ifore i, a joint commitmeint from thei 

gove irnmeint, thei private i se ictor and thei MSMEi community itseilf is ve iry 

important to einsurei that digitalization can be icome i thei main drive ir of MSME i 

growth in thei modeirn e iconomy. 

 

Factors Influencing the Successful Adoption of Digital Technology 

Thei succe issful adoption of digital te ichnology by MSMEis is influe ince id 

by se iveiral ke iy factors, onei of which is digital skills and knowleidge i. Thei digital 

liteiracy le ive il of MSMEi owneirs and e imployeie is has a major influe ince i on how 

theiy undeirstand and utilizei teichnology for daily opeirations. Continuous 

e iducation and training in digital skills is e isse intial to oveircome i theise i barrie irs. 

Re ile ivant and affordable i training programs organize id by the i goveirnme int, 

e iducational institutions or teichnology companie is can heilp improve i digital 

compe iteince i among MSMEis (Hadinata, 2023). Practical assistance i and 

guidance i from me intors who arei e ixpe irie inceid in digital teichnology can providei 

de ie ipe ir insight and motivation. 
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Acce iss to adeiquate i digital infrastructure i is also a crucial factor. Thei 

e ixiste incei of a fast and stable i inteirne it neitwork is a basic re iquire ime int for 

MSMEis to be i able i to adopt digital teichnology. In many are ias, e ispe icially in 

rural are ias, this infrastructure i is still not optimal. Inveistme int in inteirneit 

neitwork de ive ilopmeint by thei gove irnme int and teileicommunications se irvicei 

provide irs is ve iry ne ice issary to e insure i that MSMEis in all re igions can acce iss 

digital te ichnology eiasily (Judijanto & Hildawati, 2024). Acce iss to hardware i 

such as compute irs and smartphoneis that are i capable i of supporting digital 

applications is also an important issue i that neie ids atte intion. 

Thei financing aspe ict is anotheir de iteirmining factor in thei adoption of 

digital te ichnology by MSMEis. Many MSMEis still face i obstacle is in acce issing 

capital to inve ist in digital te ichnology. Providing compe ititive i financing 

sche imeis such as low-inteire ist cre idit, grants, or spe icial subsidie is for 

teichnology inveistme int can heilp re iduce i thei financial burde in face id by MSMEis 

(Sudhakar & Kumar, 2024). Thei e ixisteince i of inceintiveis from thei gove irnmeint 

such as tax re iductions for inveistme int in teichnology can also bei an e iffe ictive i 

stimulus. Financial institutions and finteich companieis can play a rolei in 

providing financial products speicifically de isigne id to support thei digitalization 

of MSMEis. 

Anotheir factor that is no leiss important is e icosysteim support and 

partne irships. The i succe iss of digital te ichnology adoption is oftein influeince id by 

thei ability of MSMEis to find and eistablish partneirships with teichnology and 

se irvice i provideirs that suit theiir neie ids (Lim & Keisumahati, 2023). Collaboration 

with teichnology solution provideirs, ei-comme irce i platforms and digital 

financial se irvice is can spe ie id up the i transformation proceiss. Incubation and 

acce ile iration programs involving large i companie is and teichnology startups can 

cre iate i a supportive i einvironmeint and providei acce iss to reisource is, knowleidge i 

and broade ir ne itworks. Thei support of busine iss associations and industry 

communitieis is also important in providing a forum for sharing e ixpe irie ince is 

and be ist practice is (Giua e it al., 2022). 

Apart from that, aware ine iss and appre iciation of thei be ineifits of digital 

teichnology neie id to be i incre iase id. Many MSMEis are i he isitant to adopt digital 

teichnology be icause i theiy do not fully undeirstand its be ine ifits or are i worrie id 

about thei costs and risks that may arise i. Eiffe ictive i e iducational campaigns can 

heilp ove ircomei theise i barrie irs by pre ise inting re ial-world eivide incei of how digital 

teichnology can improvei opeirational eifficie incy, eixpand marke its and incre iase i 

profits. Teistimonials from otheir MSMEis that havei be ie in succeissful in carrying 
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out digital transformation can provide i inspiration and confideince i for MSMEis 

that are i still consideiring starting up (Rahmawati e it al., 2024). 

Goveirnme int reigulations and policie is play a ve iry significant role i in 

supporting te ichnology adoption by MSMEis. Proactive i and supportive i 

re igulations can e incourage i innovation and teichnology adoption by minimizing 

bure iaucracy, providing tax ince intiveis, and e insuring a safe i and fair busine iss 

e invironmeint. Data prote iction and privacy are i important aspe icts of re igulation, 

be icause i MSMEis ne ie id to feie il confideint that theiir data and information is safe i 

whein switching to digital solutions. Thei gove irnmeint can also introducei 

policie is that einsure i ope inneiss and acce issibility of teichnological solutions, so 

that not only large i companie is can be ine ifit from theim but also MSMEis from 

various se ictors (Algassim e it al., 2024). 

 

Obstacles Faced by MSMEs in the Digitalization Process 

In thei digitalization proceiss, MSMEis face i se iveiral significant obstacleis. 

Onei of thei main barrie irs is the i costs associateid with te ichnology adoption. Thei 

initial inveistmeint reiquire id to purchase i hardware i, software i lice inse is and 

inteirneit se irvice is is ofte in a heiavy burde in for MSMEis with limiteid capital (Singh 

& Singh, 2023). Thei cost of maintaining and updating te ichnology also adds to 

thei long-teirm financial burde in. Many MSMEis are i he isitant to allocatei theiir 

funds to neiw teichnologie is without assurance i of a quick re iturn on inveistme int 

and a re ial positive i impact on theiir busine iss. 

Thei seicond factor is thei lack of digital skills among MSMEi owneirs and 

e imployeie is. Many MSMEis, e ispe icially thosei in rural or leiss de iveilope id are ias, do 

not havei acce iss to adeiquate i training in thei use i of digital teichnology 

(Ve irnanda e it al., 2023). In addition, owneirs and e imployeie is oftein lack timei to 

le iarn neiw teichnologieis be icause i theiy have i to focus on day-to-day busineiss 

ope irations. Theise i limitations pre iveint MSMEis from e ixploiting thei full poteintial 

of digital te ichnology and ofte in make i it difficult for the im to inteigrate i 

teichnology into theiir busine iss proce isse is. 

Barrie irs in te irms of culturei and mindseit also influeincei thei digitalization 

proce iss of MSMEis. Re isistance i to change i and unceirtainty about thei re isults of 

digitalization make i some i MSMEi owneirs and manage irs he isitant to switch from 

traditional meithods to digital solutions. Theire i are i also conce irns re igarding 

cybe ir se icurity, which make is some i MSMEis worry about thei risk of cybe ir 

attacks that could disrupt theiir busine iss. In addition, not all MSMEis have i a 

cle iar strate igic plan for imple ime inting teichnology, so theiy are i oftein confuse id 

about thei ste ips theiy should takei (Indriastuti & Kartika, 2022). The ire ifore i, a 
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change i in mindseit and a morei opein attitudei towards teichnological innovation 

among MSMEis is ne ie ide id. 

Apart from thei main obstacleis that have i beie in meintioneid, theire i are i 

also otheir challe ingeis such as limite id infrastructure i. In many are ias, e ispe icially 

in rural or re imotei are ias, inte irne it infrastructure i is still inade iquate i. Slow 

inteirneit spe ie ids and unstable i conneictivity are i the i main obstacle is for MSMEis 

to acce iss and utilize i digital se irvice is e iffe ictive ily. Theise i limitations make i it 

difficult for MSMEis to carry out busineiss ope irations that deipe ind on thei 

inteirneit, such as e i-comme irce i, re ial-time i customeir fe ie idback, and data analysis 

(Chandraningtyas e it al., 2022). 

Strict reigulations and complicateid bure iaucracy are i also obstacleis to 

thei digitalization of MSMEis. Time i-consuming liceinsing proce isse is and 

re igulations that arei not in linei with digitalization neie ids some itimeis make i 

MSMEis re iluctant to innovatei or e ixpand thei use i of te ichnology in theiir 

ope irations (Tatik e it al., 2024). MSMEis ofte in do not havei sufficie int le igal 

re isource is or e ixpe irtise i to unde irstand and follow applicable i re igulations. This 

pre ive ints theim from ge itting thei full be ine ifits of digital te ichnology and 

pre ise ints gre iate ir compliance i risks. 

Anotheir obstacle i that is oftein face id is limite id acce iss to funding. Givein 

that digital transformation reiquire is inve istmeint, MSMEis oftein have i difficulty 

obtaining thei financing neie ide id to purchase i neiw teichnology, undeirtake i 

training, and make i opeirational change is (Fe ing & Wang, 2023). Creidit from 

traditional banks and inveistors is oftein leiss available i to MSMEis, eispe icially 

thosei that do not havei ade iquate i collateiral or a good cre idit history. 

Alteirnativei funding such as crowdfunding or veinturei capital also has not fully 

re iache id many MSMEis. Without acceiss to adeiquate i funding, many MSMEis are i 

force id to postponei or canceil theiir digitalization plans (Kuleih eit al., 2023). 

 

Strategies to Maximize the Benefits of Digitalization 

To maximize i thei be ine ifits of digitalization for MSMEi growth, onei of thei 

main strateigie is is inveistme int in digital skills deive ilopmeint. Thei goveirnmeint 

and re ilateid organizations can hold training programs and workshops that 

focus on increiasing digital liteiracy for MSMEi owneirs and e imployeie is. This 

includeis training on thei use i of digital tools and platforms, social meidia 

manage ime int, data analysis, as we ill as cybe irse icurity. This neie ids-base id training 

will increiase i thei capacity of MSMEis to utilize i teichnology more i eiffe ictive ily and 

e ifficie intly, so that theiy can compe ite i in an incre iasingly digital marke it (Fidat & 

Rolianah, 2023). 
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Thei se icond strateigy is incre iasing acce iss to ade iquate i digital 

infrastructure i. Thei goveirnme int neie ids to inveist in eixpanding fast inteirne it 

coveirage i to all re igions, including rural and re imote i are ias. In addition, 

collaboration with teileicommunications se irvice i provide irs to offe ir affordable i 

inteirneit package is for MSMEis will be i ve iry heilpful. Be itte ir infrastructure i will 

e inable i MSMEis to acce iss and use i digital teichnology morei re iliably, so that theiy 

are i not limiteid by teichnical obstacle is in running theiir busine iss onlinei 

(Nurhayati & Rifki, 2023). 

Acce iss to funding neie ids to bei improve id so that MSMEis can inve ist in 

neiw te ichnologieis. Banks, financial institutions and thei gove irnmeint can 

provide i various financing sche ime is spe icifically de isigne id to support thei 

digitalization of MSMEis, such as low-inteire ist cre idit or grants. In addition, 

providing tax ince intiveis for various te ichnology-reilate id e ixpe inse is can 

e incourage i MSMEis to inveist in digitalization. Partneirships with crowdfunding 

platforms and ve inturei capital can also be i e ixplore id to add alteirnativei source is 

of financing (Se iptiandika e it al., 2023b). Through be itteir acce iss to funding, 

MSMEis can acce ile irate i thei digitalization proce iss and use i it to eixpand marke its, 

incre iase i ope irational eifficie incy and e incourage i busine iss growth. 

As a continuation of thei strate igie is alre iady me intioneid, it is also 

important to build a supportive i digital e icosysteim for MSMEis. Thei gove irnme int 

and private i seictor neie id to work togeitheir to creiate i platforms and initiativeis 

that support conneictivity be itweie in MSMEis, as we ill as conneicting theim with 

supplie irs, custome irs and global busineiss partne irs (Supari & Anton, 2022b). 

For e ixample i, gove irnmeints can de iveilop de idicate id B2B (Busine iss-to-Busine iss) 

portals that facilitate i e i-comme irce i, whilei thei private i se ictor can provide i 

affordable i software i-as-a-se irvice i (SaaS) solutions to MSMEis for inveintory 

manage ime int, accounting, and custome ir re ilationship manage ime int (CRM). 

With an inteigrate id digital e icosyste im, MSMEis can ope irate i more i e ifficie intly and 

ide intify neiw opportunitieis for e ixpansion. 

Additionally, it is important to increiase i digital aware ine iss and adoption 

through marke iting and eiducation campaigns. Many MSMEis are i still not awarei 

of thei be ineifits of digitalization. Theire ifore i, campaigns that deitail thei busine iss 

be ineifits of digital te ichnology and share i succe iss storie is of MSMEis that havei 

succe issfully carrie id out digital transformation can increiase i thei inteire ist and 

trust of otheir MSMEi playe irs. The i gove irnmeint, me idia and busine iss community 

can join hands to disseiminatei this information wideily (Anikeit, 2023b). 

Collaboration beitwe iein thei e iducation and industry seictors is also veiry 

important. Formal eiducation and vocational training neieid to bei update id to 
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includei digital skills re ile ivant to curre int industry neie ids. Curricula in schools and 

univeirsitie is, including vocational highe ir e iducation institutions, must coveir 

topics such as ei-commeirce i, data analytics, and information teichnology 

(Eiriyanti e it al., 2023b). Inte irnship programs and collaborations with 

teichnology companieis can einrich stude ints' practical eixpe irie ince i and givei 

theim a de ieip unde irstanding of teichnology applications in reial busine iss 

conteixts. With human re isource is who are i more i skille id in digital te ichnology, 

MSMEis will bei be itteir pre ipare id to transform and maximize i thei beineifits of 

digitalization for theiir growth. 

 

CONCLUSION 

Digitalization has be icomei a ke iy factor driving thei growth of MSMEis in 

thei modeirn eiconomy. Digital transformation brings various positivei impacts 

to MSMEis, including incre iasing ope irational e ifficie incy, acce iss to wide ir 

marke its, improving thei quality of customeir se irvice i, e iasy acce iss to financial 

re isource is, product and se irvice i innovation, einhanceid collaboration and 

neitworking. Oveirall, digitalization provide is gre iat opportunitieis for MSMEis to 

de iveilop and compe itei in thei modeirn e iconomy. By utilizing digital teichnology, 

MSMEis can increiase i ope irational eifficie incy, reiach wideir marke its, improve i 

customeir se irvice i, product and se irvice i innovation, as we ill as eiasie ir acce iss to 

financing and re isource is. Digitalization not only driveis busine iss growth, but 

also contribute is to stre ingtheining thei ove irall e iconomy. 
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