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This study aims to analyze the impact of digitalization on the productivity of
Micro, Small, and Medium Enterprises (MSMES) in Southeast Asia, with a
focus on three countries: Indonesia, Thailand, and Vietnam. Using a
qualitative approach, data were collected through interviews with MSME
owners and managers, questionnaires distributed to employees, and direct
observation at MSME locations. The study's results show that digitalization,
through the use of e-commerce platforms, digital payment systems, and
technology based inventory management, significantly contributes to
improving operational efficiency and market access for MSMEs. However,
the main challenges faced are low digital literacy and limited infrastructure,
particularly in rural areas, which hinder MSMEs' ability to leverage digital
technology fully. In countries with better digital infrastructure, such as
Thailand, the positive impact of digitalization is more pronounced. This
research suggests the need to enhance digital literacy training and improve
infrastructure to support the adoption of technology by MSMEs. These
findings offer valuable insights for developing MSME policies in Southeast
Asia that can enhance competitiveness in the global market.
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1. INTRODUCTION

Digitalization has been a key driver of global economic transformation, affecting various sectors,
including Micro, Small, and Medium Enterprises (MSMES). Digitalization presents opportunities to enhance
operational efficiency, expand market access, and boost the competitiveness of MSMEs. In Southeast Asia,
MSMEs play a vital role in the regional economy, accounting for 97% of the workforce and approximately
60% of Indonesia's GDP (Sari, 2021; Wijaya, 2022). According to the ASEAN Investment Report (2022),
Indonesia has more than 65 million MSMEs, most of which operate in the informal sector (Hidayat, 2023).
Digitalization in MSMEs can enhance efficiency and competitiveness by leveraging new technologies (Latif,

2023).

However, while digitalization can bring significant benefits, many MSMEs in Southeast Asia face
challenges in adopting digital technology. Factors such as limited digital infrastructure, low digital literacy,
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and a lack of understanding of technology are the main obstacles (Manurung, 2022; Sakinah, 2024). Therefore,
it is essential to comprehend how digitalization impacts the productivity of MSMEs and the factors influencing
their adoption in the region (Astuti, 2023).

Research on the impact of digitalization on the productivity of MSMEs in Southeast Asia is crucial,
given the significant role of MSMEs in the region's economic growth. Many previous studies have shown that
MSMEs in this region are often hindered by limited resources and inadequate access to technology that can
enhance productivity (Setiawan, 2021). Digitalization offers an opportunity to overcome these barriers and
accelerate the growth of MSMESs. However, the influence of digitalization on MSME productivity has not been
widely analyzed using a panel data approach, which enables a more accurate and comprehensive identification
of its effects (Sari, 2022).

Several studies have examined the application of digital technology in the context of MSMEs. Hidayat
(2022) noted that the adoption of digital technology in MSMEs can enhance operational efficiency, expand
market reach, and reduce production costs. Digitalization through the use of social media and e-commerce
platforms has been proven to increase market access for MSMEs in Indonesia and Thailand (Latif, 2023).
Additionally, research by Suriani (2023) indicates that technology applications, such as inventory management
systems and digital payments, can reduce operational costs and increase productivity.

Research by Wijaya and Santoso (2023) also highlights the importance of integrating digital technology
into MSME business models to create efficient and flexible systems, enhance customer service, and expedite
the production process. Data from the World Bank (2021) shows that the adoption of technology can increase
the competitiveness of MSMEs in a global market that is increasingly connected through digitalization.

Several previous studies relevant to this topic have analyzed various aspects of digitalization in MSMEs.
Sakinah (2024) in his research in South Konawe showed that although the adoption of digitalization among
MSMEs can increase efficiency, limited infrastructure and low digital literacy are the main obstacles.
Additionally, the INDEF Survey (2024) reveals that many MSMEs in Indonesia have adopted e-commerce
platforms; however, their adoption remains limited to specific sectors and is not evenly distributed throughout
the region (Tobing, 2023). Research conducted by Anggraeni (2022) found that, despite the increase in
digitalization, MSMEs in Vietnam still face difficulty accessing adequate technology training.

Although considerable research has been conducted on the digitalization of MSMESs, most studies
employ qualitative approaches or limited case studies, which limit their ability to generalize research results
across Southeast Asia. Furthermore, research on the impact of digitalization on the productivity of MSMEs in
this region remains limited. This study aims to fill this gap by using an econometric panel data approach to
analyze cross-border data in Southeast Asia and provide broader insights into the impact of digitalization on
MSME productivity.

This research offers novelty in its application of an econometric panel data approach to analyze the
impact of digitalization on the productivity of MSMEs in Southeast Asia. This approach enables the
identification of differences between countries, as well as the factors that influence the digitalization of
MSMEs. Additionally, the study will encompass several countries in Southeast Asia, including Indonesia,
Malaysia, Thailand, and Vietnam, to provide a more comprehensive regional perspective.

The primary objective of this study is to examine the impact of digitalization on the productivity of
MSMEs in Southeast Asia, employing an econometric panel data analysis. Specifically, this study aims to:

1. Identify the impact of the use of digital technology on the operational efficiency of MSMEs.
2. Analyzing the influence of digitalization on market access and the competitiveness of MSMEs.
3. Identify the factors influencing the adoption of digital technology by MSMEs in Southeast Asia.

2. METHOD

This study employs a qualitative approach to understand and explore the impact of digitalization on the
productivity of MSMEs in Southeast Asia. The qualitative method was chosen because it allowed for in depth
exploration of experiences, perceptions, and factors influencing the adoption of digital technology among
MSMEs in this region. This study employs a case study design with a phenomenological approach, enabling
researchers to analyze and understand the digitalization phenomenon in MSMEs holistically.

3. RESULTS AND DISCUSSION
Result

This study aims to explore the influence of digitalization on the productivity of MSMEs in Southeast
Asia. The data collected through interviews with MSME owners and managers, questionnaires distributed to
employees, and direct observation during the research period provided a deeper insight into the digitalization
phenomenon in the MSME sector. The main findings of this study are presented in the following sections.
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This study involved 30 MSMEs from three Southeast Asian countries: Indonesia, Thailand, and Vietnam. Each
country contributes 10 MSMEs across various business sectors, including retail, manufacturing, and services.
Here is an overview of respondents:

1. MSMEs in Indonesia: 10 respondents consisted of 6 MSMEs in the retail sector and 4 MSMEs in the
manufacturing sector. Most of these MSMEs are located in urban areas, focusing on consumer
products and electronic goods.

2. MSMEs in Thailand: 10 respondents consisted of 7 MSMEs in the service sector (mainly tourism and
culinary) and 3 MSMEs in the manufacturing sector. These MSMEs are more focused on businesses
that serve the domestic and international markets.

3. MSMEs in Vietnam: 10 respondents consisted of 5 MSMEs in the retail sector and 5 MSMEs in the
service sector, with many traditional based businesses starting to shift to digital platforms.

Semi structured interviews with MSME managers and owners reveal the various challenges and benefits
associated with digital technology adoption. Some of the key findings from the interview are as follows:

1. Challenges in Technology Adoption: One of the main challenges faced by MSMEs is the limitation
of digital literacy among owners and employees. Most MSMEs in Thailand and Vietnam acknowledge
that they do not fully grasp the potential of digitalization and that implementing new technologies in
their operations is challenging (Wahid, 2023).

2. Influence of Digital Infrastructure: In Indonesia and Vietnam, respondents reported that limited
internet infrastructure in rural areas was the biggest obstacle to accessing and utilizing digital
technology to its fullest potential (Sari, 2022). This hinders the progress of MSMEs in utilizing e-
commerce and social media as primary marketing channels.

3. Digitalization Advantages: MSMEs that successfully adopt digital technology report significant
improvements in operational efficiency and market access. Some managers report a 30-40% increase
in sales volume after using e-commerce platforms and cloud-based management systems (Latif,
2023). In the service sector, the use of apps for reservations and digital payment transactions increases
customer satisfaction and reduces transaction errors.

4. Changes in Business Processes: MSMEs focused on manufacturing in Indonesia and Thailand report
that digitalization allows them to speed up production processes and reduce operational costs (Wijaya,
2023). In the retail sector, many MSMEs have successfully used social media to expand their market
reach.

A total of 200 employees from 30 MSMEs involved in this study were given a questionnaire to assess
their perception of the use of digital technology in the workplace. Some of the key findings from the
questionnaire are:

1. Improved Digital Skills: Most employees (75%) report that they feel more skilled in using digital
technology after their company adopts an e-commerce system and management software (Sari, 2021).
However, most want more training in the use of advanced software.

2. Positive Impact on Productivity: 65% of employees report that the use of digital systems, such as
inventory management and transaction processing, automatically reduces their work time by 20-25%.
This leads to increased productivity, allowing them to focus on more strategic tasks.

3. Barriers to Technology Use: Some employees, especially in Vietnam and Thailand, report difficulties
in adapting to the new digital system. Many of them feel that the technology used is not intuitive
enough and requires more time to learn (Tobing, 2022).

Participatory observations conducted during the research period provided in depth insights into the
application of digitalization in the daily activities of MSMEs. Some of the findings obtained through
observation are as follows:

1. Social Media Usage: In the retail sector, almost all MSMEs studied utilize social media platforms
such as Facebook, Instagram, and WhatsApp to interact with customers. In some cases, social media
has become the primary channel for marketing and transactions, replacing traditional marketing
methods that rely on physical stores.

2. Digital Payment Systems: The use of digital payment systems such as e-wallets and bank transfers
has increased significantly among MSMEs in Indonesia and Vietnam. Observations indicate that these
systems expedite the transaction process, reduce reliance on cash payments, and enhance efficiency.

3. Manufacturing and Automation: In the manufacturing sector, MSMEs that successfully adopt digital
technologies such as loT-based production monitoring systems (Internet of Things) report increased
production accuracy and reduced errors that occur during the manufacturing process.

To provide a clearer picture of the main findings, here are tables and graphs illustrating the influence of
digitalization on the productivity of MSMEs:
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Table 1. The Effect of Digitalization on MSME Productivity

Factor Before Digitization After Digitization Percentage
Increase (%)
Sales Volume 100 units/month 150 units/month 50%
'llj'ransac.tlon . 60 minutes/sale 30 minutes/sale 50%
rocessing Time
Customer 70% 85% 15%
Satisfaction
Reductlpn of 50 204 60%
Production Errors
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Graph 1. Use of Digital Technology in MSMESs (percentage)

The graph above shows the percentage of MSMEs that adopt various digital technologies in different
sectors. Most MSMEs in Indonesia and Thailand use e-commerce platforms (80%), while in Vietnam, the use
of inventory management applications is lower (55%).

Based on the findings of this study, it can be concluded that digitalization has a significant impact on
the productivity of MSMEs in Southeast Asia. However, challenges remain, including limited infrastructure
and digital literacy. MSMEs that successfully adopt digital technology have experienced an increase in
operational efficiency, sales volume, and customer satisfaction. With the proper training and better
infrastructure, the potential for digitalization to increase the productivity of MSMEs in this region will be even
greater.

Discussion

This research aims to explore the influence of digitalization on the productivity of MSMES in Southeast
Asia, focusing on the challenges and benefits faced by MSMEs in adopting digital technology. Data obtained
from interviews with management, questionnaires distributed to employees, and direct observation results
provide a deeper picture of the implementation of digitalization in MSMEs in Indonesia, Thailand, and
Vietnam. This discussion will interpret the findings from these various data sources, compare the results with
previous research, and discuss the practical implications and limitations of the study.

Interviews conducted with MSME managers and owners in all three countries show that the adoption
of digital technology in MSMEs can significantly increase productivity. In general, owners and managers
report improvements in operational efficiency and market access. Most MSMEs that have adopted e-commerce
systems and digital payment systems report increased sales volumes and reduced transaction times.

However, despite the many benefits obtained, the biggest challenge faced by MSMEs is the limitation
of digital literacy among owners and employees. Many respondents admitted that implementing new
technologies was difficult, especially in rural areas, because they were unfamiliar with digital tools and
internet-based applications. This finding aligns with Sari's (2021) report, which states that a low level of digital
literacy is one of the primary obstacles to technology adoption in MSMES across the Southeast Asian region.
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Additionally, the issue of limited digital infrastructure poses a significant obstacle, particularly in rural
areas of Indonesia and Vietnam. MSME managers in these areas revealed that, although they are interested in
leveraging digital technology, slow internet connections and high infrastructure costs often limit their ability
to fully implement digital systems.

However, in countries with better infrastructure, such as Thailand, the application of digital technologies
is reportedly much more effective. For example, MSMEs that utilize cloud-based inventory management
systems and e-commerce platforms experience significant reductions in operational costs and processing times.
This shows that better access to digital infrastructure increases the likelihood of technology adoption and its
impact on the productivity of MSMEs.

The questionnaire, distributed to 200 MSME employees across three countries, provided valuable
insights into employees' perceptions of digital technology use in their work. According to the survey results,
approximately 75% of employees reported feeling more skilled in using digital software and applications after
their company adopted technology. This indicates that digitalization not only affects the overall productivity
of the company but also improves the digital skills of the individuals who work within it.

Employees working in the retail sector report a more significant increase in customer satisfaction, which
they attribute to the use of social media and e-commerce platforms. Most employees believe that technology
facilitates easier interaction with customers and streamlines the transaction process. This demonstrates that the
use of digital technology adds value in the realm of customer service, which in turn indirectly impacts customer
loyalty and increases sales.

However, about 30% of employees, especially in Vietnam and Indonesia, revealed that they find it
challenging to adapt to new technologies implemented in their companies. Some respondents complained about
the lack of adequate technical training and the difficulty in operating the relatively new software. This suggests
that while digital technology can improve efficiency, without sufficient training, the adoption of such
technology will be difficult for the workforce to accept.

The participatory observations conducted during this study provide a direct overview of how technology
is applied in the daily activities of MSMESs. One of the main findings is the widespread use of e-commerce
platforms and social media among MSMEs, particularly in the retail sector. Platforms such as Tokopedia,
Bukalapak, and Shopee in Indonesia, as well as Lazada and Facebook in Thailand and Vietnam, are used by
almost all MSMEs studied to sell their products online.

Additionally, observations indicate that MSMEs implementing digital payment systems, such as e-
wallets and bank transfers, report significant improvements in terms of reduced transaction times and increased
payment efficiency. This payment system enables MSMES to expedite the transaction process and reduce their
reliance on cash payments. As more consumers turn to digital payments, MSMEs can follow this trend to stay
competitive in a market that is increasingly moving towards digitalization.

However, observations also reveal that the reliability and speed of internet connections are significant
issues in some rural areas, particularly in Indonesia and Vietnam. In these areas, MSMEs often struggle to
access and utilize digital platforms effectively due to the limitations of slow and unstable internet networks.

The findings of this study align with previous research, which has identified that the adoption of digital
technology has a positive impact on the productivity of MSMEs. Sakinah (2024) and Suriani (2023) also report
that while digital technologies can improve operational efficiency and market access, the main obstacles they
face are a lack of knowledge about digital technology and limited infrastructure. This research enriches the
existing literature by focusing on three Southeast Asian countries with varying levels of economic
development, thereby providing a broader perspective on the challenges and opportunities of digitalization in
MSMEs.

However, this study also shows that the influence of digitalization is not always comparable across all
countries. Countries with better infrastructure, such as Thailand, show more positive results compared to
Indonesia and Vietnam, which face challenges in terms of internet connectivity and digital literacy. This
suggests that adequate digital infrastructure is a crucial factor in the successful implementation of digitalization.

Based on the findings, several practical implications can be applied by the government and MSME
actors to increase productivity through digitalization. First, training and development of digital skills for
MSME owners and employees is essential to improve their understanding of digital technology. Governments
and educational institutions can collaborate to develop training programs that emphasize digital literacy.

Second, to accelerate the adoption of technology in rural areas, improving digital infrastructure must be
a top priority. The government can work with internet service providers to improve the quality and coverage
of internet networks in areas that still lack digital access.

Finally, the use of e-commerce platforms and digital payment systems should be further encouraged, as
it has been proven to increase transaction efficiency and expand the market for MSMEs. Incentive programs
to facilitate MSMES' access to these platforms can also be an important step in increasing productivity.

Journal homepage: http:// journaljoae.com



42 ISSN: XXXX-XXXX

While this study offers valuable insights, it is essential to acknowledge certain limitations. First, the
number of samples used in this study was limited to 30 MSMEs from three countries, so the results may not
fully reflect the condition of all MSMEs in Southeast Asia. In addition, this study focuses more on MSMEs
that have adopted digital technology, potentially overlooking MSME groups that have not implemented
technology. Further research can expand the sample to include MSMEs that have not yet utilized digital
technology, providing a more comprehensive picture.

4. CONCLUSION

This study has analyzed the influence of digitalization on the productivity of MSMEs in Southeast Asia,
focusing on three countries: Indonesia, Thailand, and Vietnam. Based on the findings obtained from interviews,
questionnaires, and observations, it can be concluded that digitalization has a significant impact on the
productivity of MSMEs. However, specific challenges still need to be overcome.

In general, digitalization has been proven to improve operational efficiency, speed up the transaction
process, and expand market access for MSMEs in the Southeast Asian region. E-commerce platforms, digital
payment systems, and the adoption of inventory management technology have enabled MSMEs to enhance
their competitiveness and accelerate business growth. The improvement of digital skills among employees and
managers is also a positive impact felt after the adoption of digital technology, leading to increased
productivity.

However, the most significant challenges are related to limited digital literacy and uneven infrastructure.
Many MSMEs, especially in rural areas, face difficulties in implementing digital technology due to a lack of
knowledge about technology use and limited access to high-quality internet. This shows that while the potential
for digitalization is enormous, the success of its implementation is highly dependent on access to adequate
training and digital infrastructure.

This research also reveals that there are differences in the influence of digitalization based on the level
of digital infrastructure development in each country. MSMEs in Thailand, which have better digital
infrastructure, have shown more positive results compared to MSMESs in Indonesia and Vietnam, which still
experience network-related constraints and limited technological knowledge.

Therefore, to maximize the benefits of digitalization, it is recommended that the government and related
institutions accelerate the provision of digital training, as well as enhance digital infrastructure, particularly in
areas with inadequate internet access. By following these steps, it is hoped that MSMESs in Southeast Asia can
effectively utilize digital technology to enhance their productivity and competitiveness in the global market.

Overall, while digitalization provides excellent opportunities for MSMEs, challenges related to digital
infrastructure and literacy must be a significant concern for the digital transformation process to take place
effectively and have a positive impact on all MSME sectors in Southeast Asia.
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