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Abstract

This study aims to analyze the performance of MSMESs in tourist areas in Jambi
Province by integrating innovation models and recovery strategies during the COVID-
19 pandemic. The research was conducted in several main tourist areas in Jambi
Province. The population in this study were all MSME entrepreneurs in the selected
tourist area, with a sample of 151 entrepreneurs. The data is sourced from interviews
(questionnaire-based) with MSME entrepreneurs and in-depth interviews with MSME
entrepreneurs, the Jambi Provincial Tourism Office, and the Jambi Province Industry
and Trade Office. The data were analyzed with the SEM-PLS analysis tool. The
analysis found that competitive strategy and innovation positively affected the
productivity of MSMEs. Likewise, productivity has a positive effect on the performance
of MSMEs. Furthermore, there are three main strategies to recover the MSME business:
digitizing business, controlling and assessing supply chains, and utilizing business
assistance from the government.
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INTRODUCTION

The COVID-19 pandemic has affected the global economy, reducing economic
activity by 3.2% and global trade by 5.3% (Congressional Research Service, 2021).
Meanwhile, in Indonesia, COVID-19 began in early March 2020. To overcome this, the
government always warns to comply with health protocols to control this virus, such as
limiting community activities and closing tourist destinations. Mitigation and
prevention efforts to avoid crowds are carried out in every sector, with restrictions to the
temporary closure of several main tourist destinations in Jambi Province and restrictions
on tourist visits.

This outbreak significantly impacted the decline in tourist visits to Jambi
Province. At a later stage, the decline in tourist arrivals impacts sectors related to
tourism.

Jambi Province has 30 tourism areas that can be classified into natural, artificial,
cultural, and religious. Tourism is a sector that cannot be separated from MSMEs.
During the COVID-19 period, MSMEs around tourist areas lost most customers. As a
result, there was a decrease in MSME income, so MSME businesses could not survive.
From the results of initial interviews in several tourist areas in Jambi Province, there
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was a decline in income of up to 70%, and even many MSMEs could not pay the credit
installments, causing bankruptcy.

The same fact was also found by Han et al. (2022), Ren et al. (2022), Yost et al.
(2021), Asiaei & Jusoh (2017), and Krishnan et al. (2022). The control and closure of
tourist destinations directly impact the businesses that develop in the vicinity, especially
MSMEs.

Innovation models and business recovery strategies for MSMEs are very
important in dealing with changing conditions due to the COVID-19 pandemic
(Bourletidis & Triantafylopoulos, 2014; Volgger et al., 2021). In the business world,
change is unavoidable, so MSMEs must adapt to every change and innovate so that their
business can continue to run in any situation (Fan et al., 2022).

MSMEs businesses are expected to be able to make various efforts in innovation
and carry out recovery strategies to improve their business performance. The
sustainability of MSMEs is important because of this sector's large absorption of labor.

Several researchers have conducted previous research on MSME innovation in the
COVID-19 era. Caballero-Morales (2021) states that MSMEs must-have innovations in
dealing with the impact of COVID-19 by utilizing the internet network (such as social
media and zoom for marketing), improving production processes, and collaborating
with resources and suppliers (so that raw materials are safer and can guarantee the
expansion of marketing.). In his research, Eggers (2020) showed that this crisis and
epidemic impacted the decline in MSMEs' financial and economic performance, so an
integrated strategy was needed between business actors, the environment, and the
government to overcome them.

Codini et al. (2022) state that MSMES need to innovate business models to face
considerable challenges in exploring external business opportunities by experimenting
or developing available resources in new ways. The results of this study found that one
way for MSMEs to innovate their business is through expansion. Expansion is an
innovation process that is stopped due to something unexpected, such as covid-19,
which gives rise to new findings to run an existing business. Three main exploitation
processes lead to value creation, delivery and capture to support Business Model
Innovation in MSMEs. MSMEs in tourism areas affected by COVID-19 must find new
ways to revive fallen businesses. New business innovation models are needed to
generate knowledge of capabilities, new customers, and new markets so that business
recovery can be achieved continuously.

Therefore, the innovation model and strategy for recovering MSMEs in tourist
areas during the COVID-19 pandemic is interesting to study. This study aims to analyze
the performance of MSMEs in tourist areas in Jambi Province by integrating innovation
models and recovery strategies during the COVID-19 pandemic.

This research differs from previous research because the study raises different
topics, namely innovation models for MSME business recovery strategies in the tourism
sector. In contrast, many references only raise economic recovery strategies and other
strategies that are not integrated into the tourism ecosystem.

METHODS

The research was conducted in several main tourist areas in Jambi Province. The
selected tourist areas are spread over seven regencies/cities in Jambi Province as
follows: 1) Kayu Aro, Kerinci Lake, and Air Hangat in Kerinci Regency; 2) Geopark
and Hesti Garden in Merangin Regency; 3) Muaro Jambi Temple in Muaro Jambi
Regency; 4) Water Front City in West Tanjung Jabung Regency; 5) Kampung Nelayan
in West Tanjung Jabung Regency; 6) Kampung Laut in East Tanjung Jabung Regency
and 7). Lake Sipin and Gentala Arasy in Jambi City.
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The population in this study were all MSME entrepreneurs in selected tourist
areas. The number of samples is 151 MSME entrepreneurs in Jambi Province. Sampling
using a purposive sampling method.

The data used are primary data. Data were obtained through questionnaires by
MSME entrepreneurs and in-depth interviews with MSME entrepreneurs, Jambi
Provincial Tourism Office, and Jambi Province Industry and Trade Office.

A descriptive analysis was carried out to identify the characteristics of MSME
entrepreneurs and the various problems faced during the COVID-19 pandemic.
Furthermore, to analyze the effect of innovation, competitive strategy on MSME
productivity and the effect of innovation, and competitive strategy through MSME
productivity on MSME performance using a component or variance-based SEM
(Structural Equation Modeling) analysis tool (Partial Least Square = PLS). The research
model is given in Figure 1.
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Figure 1. Research model framework

The model has five latent variables: innovation, competitive strategy, MSME
productivity, and performance. Each indicator in the latent variable is measured with a
Likert scale of 1-5 starting from the statement strongly disagree / strongly do not know /
very appropriate to the statement strongly agree / strongly know / very appropriate.
Furthermore, the operational definition of each indicator is given in Table 1.

Table 1. Operational definitions of indicators

Indicators Definitions

Innovation

X1.1 = Product innovation I am making changes for the better in the form and
quality of the product.

X1.2 = Technology It utilizes existing products with current technological

developments that adapt to consumer tastes.
X1.3 = Human resource innovation  Provide training to the human resource so that they can
produce better goods and services.

X1.4 = Distribution of raw Obtain quality raw materials at lower and sustainable
materials prices.
X1.5 = Marketing Innovation Marketing products with digital platforms.
Competitive strategy
X2.1 = product quality Product quality must be better than competitors'
products.
X2.2 = Unique Product MSME products have characteristics and are not

owned by competitors.
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Table 1. Operational definitions of indicators (cont.)

Indicators Definitions

X2.3 = Product durability The product has better durability, making it easier for
consumers to consume and carry it.

X2.4 = Product Price Competitive product prices.

MSME Productivity

Y1.1 = Company operations The production process is carried out with standardized
equipment.

Y1.2 = Cost efficiency MSMEs perform cost efficiency on raw materials,
production processes, and marketing.

Y 1.3 = Partnership MSMEs cooperate with external parties such as sales

cooperation, financing cooperation, and production
cooperation.

Y 1.4 = Distribution channel MSMEs do sell products not only offline but also
online

MSME performance

Z1.1 = Financial Performance Increased sales, revenue, and profit.

Z1.2 = Business Performance The size of the MSME business becomes larger so that
it has branches in other places.

Z1.3 = Marketing Performance The wider MSME market share is not only in one area
but is growing in a wider area, both provincially and
nationally

RESULTS AND DISCUSSION

Characteristics of respondents

Characteristics of MSME entrepreneurs based on gender, age, marital status, type
of business, and length of business, are given in Table 2. Based on gender, MSME
entrepreneurs in tourist areas in Jambi Province are more dominated by men (57.62
percent) than women (42.38 percent). Most (48.34 percent) of MSME entrepreneurs are
over 40 years old and married (69.4 percent). This shows that the income from MSMEs
is the main source of household income for MSME entrepreneurs.

Table 2. Characteristics of MSME entrepreneurs.

Characteristics Criteria Frequency Percentages
Gender Male 87 57.62
Female 64 42.38
Total 151 100.00
Age 20-30 years 25 16.56
31-40 years 53 35.1
>40 years 73 48.34
Total 151 100.00
Marital status Married 105 69.54
Single 46 30.46
Total 151 100.00
Type of business Domestic industry 28 18.54
Service 53 35.1
Trade 70 46.36
Total 151 100
Length of business. < 1years 38 25.17
1-3years 25 16.56
>3 years 88 58.27
Total 151 100.00
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There are three groups of MSMEs in tourist areas in Jambi Province: home
industry, tourism service, and trade. Of the three groups of MSMEs, most (46.36
percent) of developing businesses are trading businesses. Furthermore, in terms of
length of business, it shows that MSMEs in tourist areas in Jambi Province is relatively
durable. Most (58.27 percent) of the existing MSME entrepreneurs have been running
their businesses for more than 3 years.

MSME performance model

An evaluation of the model related to the validity and reliability of the indicators
on the latent variables (constructs) is first carried out. The validity test uses the
convergent and discriminant validity of the indicators. The convergent validity test is
based on the correlation between the item and constructs scores. The indicator is said to
be convergently valid if the correlation (loading value) >= 0.50.

Furthermore, the discriminant validity indicator is assessed by paying attention to
each construct's average variance extracted (AVE) value. The indicator is said to be
discriminantly valid if the AVE value is > 0.5. (Ghozali & Latan, 2016). The construct
reliability test used composite reliability criteria, and the model is declared reliable if
the CR value is above 0.7 (Sholihin & Ratmono, 2013).

The loading value of the model is given in Figure 2.
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Figure 2. Loading values for the model

Figure 2 shows that all construct indicators' correlation (factor loading) is already
above 0.5. The same is seen in the discriminant and composite reliability tests (Table 3).

Table 3. Validity and reliability test

AVE CR
Competitive strategy 0.710 0.907
innovation 0.605 0.884
MSME performance 0.643 0.779
MSME productivity 0.613 0.863

The AVE value for each construct is greater than 0.5 (> 0.5), so it can be said that
each indicator has met the requirements of discriminant validity. The CR value of each
variable is greater than 0.7 (> 0.7), which means that it has met the reliability
requirements. Furthermore, Table 4 provides the coefficient of determination (R-square)
of the MSME performance and productivity model.
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Table 4. R square value

R Square
MSME Performance 0,427
MSME Productivity 0,641

Table 4 shows that innovation and competitive strategies contribute or have an
influence of 64.10% on increasing the productivity of MSMEs. Furthermore, the
productivity of MSMEs can contribute to or influence 42.70 percent of the performance
of MSMEs.

The influence of the variables on each other is indicated by the coefficient value
and the t-statistical significance (p-value). Table 5 provides the t-statistics and p-values
of the t-statistics for each variable.

Table 5. Estimation of structural equation parameters

Original Sample Standard T Statistics P
Sample (O) Mean (M) Deviation (JO/STDEV|) Values
(STDEV)

Competitive Strategy -> 0.455 0.443 0.131 3.481 0,001
MSME Productivity
Innovation -> MSME 0.382 0.402 0.117 3.257 0,001
Productivity
MSME Productivity -> 0.654 0.676 0.060 10.975 0,000

MSME Performance

Based on Table 5, it can be seen that all paths in the model have a significant
effect at the 1% significance level. Competitive strategy and innovation have a positive
effect on the productivity of MSMEs. Likewise, productivity has a positive effect on the
performance of MSMEs.

In other words, the better the competitive strategy and innovation developed by
MSMEs, the higher MSME productivity will be. Furthermore, this increase in MSME
productivity will increase MSME performance.

Discussion

MSME business recovery strategy

Economic recovery is when local businesses and economies return to stability
after a disaster (Ebert et al., 2011; Stephanie et al., 2022). This definition focuses on a
return to stability rather than a return to pre-disaster economic conditions. Business
recovery can be assessed if the company can be recovered if it has reopened or never
closed by classifying the business as better or nearly the same as before the event as
recovered. Business recovery is an ongoing process over time.

Strategy is to place a company or business against competitors, giving the
company the maximum possible competitive advantage (Kotler, 2001. Strategy is a way
to achieve long-term goals. Business strategies can include geographic expansion,
diversification, acquisition, product development, market penetration, divestment,
liquidation, and joint ventures (David & David, 2015).

Based on the results of interviews that have been conducted with MSMEs around
tourist areas in Jambi Province and the Jambi Provincial Government, it is concluded
that there are several business recovery strategies that MSMEs and the government can
carry out.

First, MSMEs must be able to digitize. The COVID-19 pandemic has created an
opportunity that MSMEs must take advantage of, namely digitizing, to be able to
survive in crisis conditions due to the pandemic (Stephanie et al., 2022). Digital
marketing needs to be introduced to MSMEs to become a more efficient promotion and
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marketing strategy. This digital marketing is through social media, namely Facebook,
Instagram, WhatsApp, or online marketplaces such as Tokopedia, Shoppe, BukaLapak,
etc.

The second strategy is the control and assessment of the MSME supply chain. The
COVID-19 pandemic shows that the business world is full of uncertainty. The supply
chain must be considered so that dynamic conditions do not hinder the sales and
distribution of MSME products. It is in accordance with the research of Hossain et al.
(2022) and Tarigan & Septiani (2017), who found that MSMESs with good supply chains
could survive and were able to repair bad conditions more quickly due to the COVID-
19 pandemic. In addition, the results of research by Sunandha & Road (2022) also
found that supply chain control and assessment conditions are essential to get loyal
customers.

The third strategy is to take advantage of the assistance provided by the
government. The government carries out many programs to help MSMEs, including
interest subsidies, direct cash assistance (social assistance), productive assistance, tax
incentives, credit relaxation and restructuring, expansion of working capital financing,
and provision of buffer products. Research by Anggraeni et al. (2021) found that this
government assistance program is one of MSMEs' most effective business recovery
strategies.

Competitive strategy and MSME productivity

Competitive strategy is to find a profitable competitive position in an industry or
where competition occurs, connecting the company with its environment. This study
found that the competitive strategy positively affects the productivity of MSMEs. The
competitive strategy will improve product quality and management, increasing MSMEs'
productivity in the next stage. This finding is in line with the research findings of
Khurana et al. (2021), which state that MSMESs with a competitive strategy will be more
productive than those without a competitive strategy. Increasing productivity will
improve the performance of MSMEs, so it will be faster for MSMESs to recover their
business. The importance of competitive strategy as an element in increasing MSME
productivity was also found by Andreeva et al. (2021) and Thompson et al. (2020).

MSME innovation and productivity

The results of this study found that innovation has a significant effect on the
productivity of MSMEs. Therefore, MSMEs are expected to be able to innovate in
improving their business performance.

Innovation is an idea, practice, or object that is realized and accepted as something
new by a person or group for adoption (Bourletidis & Triantafylopoulos, 2014; Codini
et al., 2022). According to Hossain et al. (2022), innovation is a representation of
discontinuity in the past. This discontinuity is a characteristic that distinguishes
innovation from change because change is a small part of the configuration of services
before or during their professional capabilities (Bourletidis & Triantafylopoulos, 2014;
Ozanne et al., 2022). Innovation is the process of acquiring resources with new
capacities to create value (Khurana et al., 2019). In addition, innovation is developing
creative ideas and turning them into useful products. There are five dimensions of
innovation:  relative  advantage, compatibility, complexity, division, and
communicability (Kotler et al., 2018).

According to Caballero-Morales (2021), innovation can be in the form of products
or services, regardless of whether or not an innovation must be successful. In all cases,
innovation is not only related to the idea but also its implementation. Successful
innovations in terms of creation and implementation are new processes and methods
that produce maximum results, efficiency, effectiveness, and quality (Andreeva et al.,
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2021; Bocken & Short, 2021). The successful development, implementation, and use of
something new or in terms of structural products, processes and services is the
importance of innovation, Hartley, 2006.

The ability of innovation in SMEs, according to Codini et al. (2022) and Ozanne
et al. (2022), can be done through the following dimensions; 1) strategic goals and
agenda, 2) leadership and culture, 3) collaboration and partnership, 4) business and
technology, 5) innovation process, 6) innovative organization, 7) knowledge
management. Innovation in MSMESs can be measured through 3 dimensions, namely
product innovation, process innovation, and management system innovation.

The results of the study by Codini et al. (2022) show that a business after COVID-
19 must be able to make a change in business with three activities that can be done,
namely creating value, sending that value, and evaluating the value that has been
created, so this change known as innovation. In addition, research (Han et al., 2022) on
changes in tourist behavior during and after the COVID-19 pandemic requires
innovation and efficiency in managing human resources or other resources.

MSME productivity and MSME performance

Productivity is important because good productivity can improve MSMESs'
performance. This study statistically found that productivity can affect the performance
of SMEs by 42.70%. The findings of this study are in line with the findings of Timothy
(2022), which show that good productivity will increase income and, in the next stage,
have an impact on the performance of MSMEs themselves. Therefore, it is hoped that
MSMEs can improve and manage productivity to improve MSME performance which
will help accelerate business recovery for MSMEs.

CONCLUSION AND RECOMMENDATION

Conclusion

The right innovation and effective competitive strategy will increase the
productivity of MSMEs. Furthermore, increasing MSME productivity will improve
MSME performance. Statistically, innovation and competitive strategy can have an
effect of 64.10% on increasing the productivity of MSMEs. On the other hand, the
increase in productivity can have an effect of 42.70 on improving the performance of
MSMEs.

There are three main strategies to recover the MSME business: digitizing
business, controlling and assessing supply chains, and utilizing business assistance from
the government. The effectiveness of these three strategies will depend on the ability of
businesses to develop innovations and formulate appropriate competitive strategies.

Recommendation

In restoring MSME businesses, especially MSMEs in tourist areas, the
government is advised to assist entrepreneurs continuously. This assistance aims to
increase the effectiveness of business innovation and MSME competitive strategies to
adapt to changing circumstances.
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