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Abstract

Micro, Small, and Medium Enterprises (MSMEs) around the world are
considered an important segment of any economy. The pandemic that has had
an impact on the economic sector has also had an impact on the MSME sector.
Economic growth in the regions can be seen from the value of the Gross
Regional Domestic Product (GRDP). MSMEs are East Java GRDP boosters.
This research was conducted with the aim of knowing the effect of the
development of Micro, Small, and Medium Enterprises (MSMEs) on the Gross
Regional Domestic Product (GRDP) in East Java after the Covid-19 pandemic.
The research method used is descriptive with a quantitative approach. The
data analyzed in this study is time series data from the 2016-2020 period
obtained from the Central Statistics Agency (BPS) and the MSME Cooperative
Office, East Java Province. Data analysis in the study used SPSS 26 for
windows. The tests used are the Normality Test and Simple Linear Regression
Test. The results obtained in this study are that the number of MSMEs has
increased every year, but in 2020 the number of MSMEs decreased from the
previous year, namely 1,316,400,000,000.00. The GRDP of East Java Province in
2016-2020 based on constant prices showed a significant increase, but in 2020
the GRDP of East Java Province experienced a contraction compared to the
previous year, which was 2,299,460,000,000.00. The results of the Classical
Normality Assumption Test show that the processed data is normally
distributed. The test results show the sig. (2-tailed) at 0.200 means the sig
value > 0.05. The direction of influence of MSMEs on GRDP is positive. The t-
test shows the value of t-count > t-table. So it can be concluded that there is a
significant influence of MSMEs on the GRDP of East Java Province in 2016-
2020 of 100%.
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I. Introduction

Corona Virus Disease 2019 (Covid-19), which initially spread in Wuhan,
China at the end of 2019, has finally spread globally. In March 2020, the World Health
Organization (WHO) declared Covid-19 a global pandemic. The condition of pandemic
has an impact on all sectors of people's lives. The Indonesian government responded
by issuing a policy in PP No. 21 of 2020 concerning Large-Scale Social Restrictions
(PSBB) in the Context of accelerating the handling of Corona Virus Disease 2019
(Covid-19) (PP No. 21 of 2020), with the aim of limiting people's movements so that can
suppress the spread of the Covid-19 virus. This policy certainly has a significant impact
on the growth of the economic sector.

The pandemic has had an impact on the economic sector and has also had an
impact on the MSME sector (Y. Lu, 2020). The decline in the income of the MSME
sector is one of the causes of the decline in economic growth. The decline in economic
growth can be assessed from the Gross Domestic Product (GDP). The GDP component
is household consumption. The pandemic condition has caused people's purchasing
power to decline which has had a major impact on economic growth. MSMEs
contribute 60% of the total Gross Domestic Product (GDP) or around IDR 8,400 trillion.
MSMESs are able to absorb 97.02% of the total workforce and 99% of the total
workforce. In addition, MSME investment provides an investment value of 58.18% of
the total investment.

Micro, Small, and Medium Enterprises (MSMEs) worldwide are considered
an important segment of any economy (Lu, 2018), no matter whether they are
developed or not. MSMEs play an important role in terms of employment, stable
salaries, tax revenues, inclusiveness, sustainable economic development, etc. which are
essential for the progress of any country. Especially when considering global
pandemics or regional, political and economic conflicts that are constantly taking place
around the world (Shatakishvili, 2021). Despite the important role of MSMEs in the
economy, they still face big challenges, especially in developing countries like
Indonesia. However, the challenges of standard MSMEs in other countries around the
world are currently emphasizing a very large additional problem in facing the
economic crisis (Papava & Charaia, 2020). On the other hand, every challenge or even
problem can be a great turning point.

To develop MSMEs, it is undeniable that one of the factors is the business
actors themselves, as research conducted by Sunarsi, et al. (2020) in the International
Journal of Supply Chain Management said that "Humans are the most important
element in a company because they have a role as planners, implementers, and
controllers in achieving company goals." can run well and generate optimal profits.
Effendy, et al. (2020) also explained that "Establishing a project or MSMEs (Micro,
Small and Medium Enterprises) must have the knowledge, skills, and entrepreneurial
insights so that the business can run well and generate optimal profits".
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The Micro, Small, and Medium Enterprises (MSMEs) sector have a very
important role in reviving the economy in post-Covid-19 pandemic regions, and East
Java is no exception. The current focus of the East Java Government is development to
accelerate the recovery of economic resilience and people's lives after the Covid-19
pandemic. The East Java government is trying to issue several social and economic
policies. The first priority for the development of East Java Province in 2021 is the
development of the people's economy through increasing economic added value
(Susyanti and Pardiman, 2021). The East Java government is also encouraging MSMEs
to enter the digital ecosystem. The Governor of East Java Khofifah Indar Parawansa
stated that the marketing of MSME products needed to utilize technology in order to
penetrate a wider market (Widarti, 2021).

East Java Province itself globally can be said to have good economic
development. This can be seen from the amount of economic growth that is owned by
East Java Province. Economic growth in East Java Province can be seen from the value
of the Gross Regional Domestic Product (GDP). MSMEs are East Java GRDP boosters
(Jawa Pos, 31 March 2021). The Government of East Java inaugurated the Office of the
UPT Training for the Office of Cooperatives and MSMEs in East Java Province, in
Malang. This UPT can help advance Cooperative and MSMEs actors in East Java
(Ministry of Cooperatives and MSMEs, 2015). As much as 56.9% of East Java Province's
GDP is indeed generated from the MSME sector so there really needs to be more effort
to encourage the progress of East Java MSMEs, especially after the current Covid-19
pandemic.

This research was conducted with the aim of knowing the effect of the
development of Micro, Small and Medium Enterprises (MSMEs) on the Gross Regional
Domestic Product (GRDP) in East Java after the Covid-19 pandemic

II. Material and Method

The type of research used is descriptive with a quantitative approach. The
data analyzed in this study is time series data from the 2016-2020 period obtained from
the Central Statistics Agency (BPS) and the MSME Cooperative Office, East Java
Province. Data analysis in the study used SPSS 26 for windows. The test was carried
out to state that the independent (free) variable causes or influences the dependent
(bound) variable, the independent variable namely Micro, Small and Medium
Enterprises (MSMEs) partially influences the dependent variable Gross Regional
Domestic Product (GRDP). The test performed was the Normality test using the
Kolmogorov-Smirnov statistical test. This test is a test that uses the cumulative
distribution function. Standardized residual values are normally distributed if K-count
< K-table or sig value > alpha. The hypothesis testing technique used to test the effect
of the independent variable and the dependent variable is the Simple Linear
Regression Test. Simple regression analysis is a regression analysis that is used to
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predict one dependent variable based on one independent variable. The simple
regression analysis formula is as follows:

Y=a+bX+e¢

Where:

Y= The predicted value

a = constant

b = regression coefficient
X = independent variable
e= residual value

The t-test is used to test whether the independent variable has a significant
effect on the dependent variable or not. A variable will have a significant effect if the t-
count value is greater than the t-table value. To calculate the value of t count, the
following formula is used:

t = bj/Shj

Information:

t = calculated t value

bj = Regression coefficient

Sbj = Standard error of the regression coefficient (Suliyanto, 2011)

ITI. Results and Discussion

The data obtained from the research results are MSME data as seen from the
number of Micro, Small, and Medium Enterprises (MSMEs) units in 2016-2020 and
GRDP data for East Java Province in 2016-2020.

Table 1. Number of MSMEs in East Java Province in 2016-2020

Years Total
2016 1.046.720.000.000,00
2017 1.143.300.000.000,00
2018 1.246.600.000.000,00
2019 1.343.210.000.000,00
2020 1.316.400.000.000,00

Source: (Ministry of Cooperatives and Small and Medium Enterprises, 2020)
Based on Table 1, it can be seen that the highest number of Micro, Small and

Medium Enterprises (MSMEs) in 2019 was 1,316,400,000,000.00 and the least in 2016
was 1,046,720,000,000.00. The number of MSMEs increases every year, but in 2020 the
number of MSMEs has decreased from the previous year, namely 1,316,400,000,000.00.

Table 2. Total GRDP of East Java Province in 2016-2020
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Tahun Atas Dasar Harga Konstan (Rupiah)
2016 1.855.040.000.000,00
2017 2.019.190.000.000,00
2018 2.189.780.000.000,00
2019 2.345.790.000.000,00
2020 2.299.460.000.000,00

Source: (Central Bureau of Statistics, 2020)
Based on Table 2, it can be seen that the PDRB of East Java Province in 2016-

2020 based on constant prices showed a significant increase, but in 2020 the GRDP of

East Java Province experienced a contraction compared to the previous year, which
was 2,299,460,000,000.00.

Table 3. Normality Test with Kolmogorov-Smirnov

One-Sample Kolmogorov-Smirnov Test
Standardized Residual

N 5
Normal Mean 0,0000000
Parameters*® g4 Deviation 0,86602540
Most Extreme  Absolute 0,236
Differences Positive 0,223

Negative -0,236
Test Statistic 0,236
Asymp. Sig. (2-tailed) ,200¢4

a. Test distribution is Normal.

b. Calculated from data.

c. Lilliefors Significance Correction.

d. This is a lower bound of the true significance.

Source: (Processed by the Author, 2022)
Based on Table 3 which was processed using SPSS 26 it is known that the sig.

(2-tailed) of 0.200 means the sig value > 0.05. So it can be concluded that the
standardized residual values are stated to be normally distributed.

Table 4. Simple Regression Coefficient

Coefficientsa
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 131921831092,907 | 14836401911,241 8,892 | 0,003
UMKM 1,649 0,012 1,000 | 136,028 | 0,000

a. Dependent Variable: PDRB
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Source: (Processed by the Author, 2022)

Based on Table 4, it can be seen that the value of unstandardized coefficients (constant)
or a = 131921831092.907 and the value of unstandardized coefficients for UMKM or b =
1.649. So the regression equation is as follows:
Y =a+bX+e
Y =131,921,831,092.907 + 1.649X +¢
The meaning of the regression equation, namely:
a. If MSME:s are 0 (without MSMEs), then the GRDP is 131,921,831,092.907
b. If MSMEs increase by 1, then GRDP increases by 1.649.
The regression coefficient is positive, so it can be concluded that the direction of
influence of Micro, Small, and Medium Enterprises (MSMEs) on the Gross Regional
Domestic Product (GRDP) of East Java Province is positive.

Table 5. Partial Significance Test (t test)

Coefficientsa
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 131921831092,907 | 14836401911,241 8,892 | 0,003
UMKM 1,649 0,012 1,000 | 136,028 | 0,000

a. Dependent Variable: PDRB
Source: (Processed by the Author, 2022)
The t-test is used to determine whether the independent variable has a

significant effect on the dependent variable or not. A variable will have a significant
effect if the t-count > t-table. To determine the value of t-table seen from the t-
distribution table. In the table there are terms one end and two ends. The use of one-
sided or two-sided tables depends on the proposed hypothesis. If the proposed
hypothesis already shows direction, then use one end. but if you haven't determined
the direction, then use two ends. If using one end then df:a, (n-k). But if you use two
ends, the degrees of freedom are df:a/2, (n-k). The hypothesis put forward in this
study has determined the direction then the use of one end, then the t-table value is
determined using df:a, (n-k) where, a« = 0.05 (significant level), n = 5 (number of
samples), and k = 2 (number of variables) or 0.05, (5-2). So, t-table value = 2.353. Based
on Table 5, it is known that the t-count value of UMKM = 136.028. This means t-count
value > t-table value. So it can be concluded that the MSME variable has a positive
influence on the GRDP variable in East Java Province.

Table 6. Coefficient of Determination (R2)

Model Summary®

Adjusted | Std. Error of the
Model R R Square R Square Estimate
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1 1,0002 1,000 ‘ 1,000 ‘ 2995264049,49991

a. Predictors: (Constant), UMKM
b. Dependent Variable: PDRB

Source: (Processed by the Author, 2022)
Based on Table 6, it can be seen that the R square value or the coefficient of

determination is 1.000, meaning that the GRDP variation can be explained by the
MSME variation of 100% or the MSME variable influencing GRDP by 100%. The
coefficient of determination 1.000 is the square of R (1.000 X 1.000 = 1.000). So it can be
concluded, the influence of MSMEs on the GRDP of East Java Province is 100%.

Discussion
The results of the Classical Normality Assumption Test show that the

processed data is normally distributed. The test results show the sig. (2-tailed) in Table
3 of 0.200 means the sig value > 0.05. Based on Table 4 it is concluded that there is a
significant influence of MSMEs on the GRDP of East Java Province. The results of the
Simple Regression Test show that, if the MSME variable increases by 1 then the GRDP
is 131,921,831,092.907. The direction of influence of MSMEs on GRDP is positive. Based
on the t test in Table 5, it shows the value of t count > t table. So it can be concluded
that, there is a significant influence of MSMEs on the GRDP of East Java Province in
2016-2020. The magnitude of the influence of MSMEs on GRDP can be seen in table 6
which shows that the R square is 1,000. So, the influence of MSMEs on GRDP is 100%.

The results of the research above show that MSMEs play an important role in
driving the economy of East Java by increasing the Gross Regional Domestic Product.
This is reflected in the contribution of MSMEs to East Java's GRDP in 2016-2020 which
has increased significantly. This condition shows the stretching performance of MSMEs
in advancing their business which is increasingly competitive and competitive in the
digital era. To increase the added value of MSMEs in order to improve their
performance and role in supporting the East Java economy, synergy is needed with
various parties, especially other government agencies in order to participate in
fostering and advancing MSMEs in East Java. This is because there are still many
MSMEs in East Java that have not received guidance from the government. The current
problems faced by MSMEs are capital at 37 percent and marketing at 35 percent. The
government has provided facilities from various aspects, both in terms of institutions,
production, marketing, capital, and human resource development. The survey results
show that 31% of MSMEs have received coaching (Ministry of Cooperatives and Small
and Medium Enterprises, 2020).

The number of MSMEs in East Java's GDP increased from 56.42% in 2016 to
57.26% in 2019, while from 2019 to 2020 it experienced a contraction. This is
understandable because at the beginning of 2020 the Covid-19 pandemic had also
become a global disaster, the enactment of Large-Scale Social Restrictions (PSBB), until
the enactment of micro-scale Community Activity Restrictions (PPKM) which were

Bina Bangsa International Journal of Business and Manageemnt (BBIJBM), 3(1), 65-75 | 71



Vindi Kusuma Wardani, Nasikh, Grisvia Agustin | The Effect of MSME Development on GRDP in
East Java Post-Pandemi Covid-19

enforced in almost all Cities and Regencies in East Java. Distribution of KUMKM's
gross added value by the business sector in 2020, the largest contribution to the value
of Ttambali KUMKM comes from the manufacturing sector of 28.86%, followed by the
trade sector at 22.41%, while the lowest is accommodation provision of 6%. The MSME
population in East Java has increased by 4.2 million based on the 2006 economic
census, 6.8 million based on the 2012 East Java MSME census, and 9.8 million based on
the 2016 economic census and the inter-census agricultural survey (Ministry of
Cooperatives and Small Enterprises). , and Intermediate, 2020).

The results of this study are in line with research conducted by Kinasih
(2011) with the results of his research that the variable growth in the number of
businesses and growth in the SME industrial workforce has a positive and significant
influence on the growth of the gross regional domestic product, while the variable
growth in the total output of the SME industry does not have a significant effect on
GRDP growth. Research conducted by Laily (2016) also stated similar results, namely
the development of small and medium enterprises had a positive and significant effect
on Gross Regional Domestic Product (GRDP).

One of the roles of Micro, Small and Medium Enterprises in Gross Regional
Domestic Product is their ability to generate small industries and their superiority in
entrepreneurship development which makes MSMEs increasingly needed in regional
development because MSME workers have an approaching relationship with owners,
even workers are involved in various business activities, such as making designs,
production to marketing so that workers can observe and even study business
management, experiences like that are very useful for starting new businesses so that it
can be said that one of the advantages of MSMEs is their ability to create
entrepreneurship, according to Schumpeter who believes that economic development
especially created by the initiative of innovative businessmen and entrepreneurs,
namely groups of people who organize and combine other factors of production to
produce goods that need the community (Adisasmita, 2013).

Based on the statement above, provides empirical evidence that the
development of Micro, Small, and Medium Enterprises can improve the economy and
MSMEs can create new businesses so that the development of MSMEs must be further
developed so that the growth of the Gross Regional Domestic Product (GRDP) always
increases.

IV. Conclusion

Based on the results of the existing research and discussion, it can be
concluded that the influence of MSMEs on the PDRB of East Java Province is positive.
If MSMEs increase by 1, then economic growth is 131,921,831,092.907. The value of t
count > tt able, then there is a significant influence of Micro, Small and Medium
Enterprises (MSMEs) on the Gross Regional Domestic Product (GRDP) of East Java
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Province. To increase GRDP, this can be done by increasing the number of MSMEs in
Indonesia. So it is necessary to develop interest in community entrepreneurship
through education and training
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