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This paper is based on a study which aims to explore the use of the Internet by micro and small
enterprises (MSEs) in Indonesia. More specifically, it addresses the following four research questions.
First, how many MSEs in Indonesia use the Internet for their businesses? Second, does the intensity
of Internet usage by MSEs vary by business, region, age and education of the owners? Third, is the
profit or income earned by MSEs that use the Internet greater than that earned by MSEs that do not
use it? Fourth, what are the main reasons of MSEs that do not use ICT? As an exploratory
investigation, it adopts a descriptive analysis. It analyses secondary data obtained from official
government publications and primary data collected from interviews with randomly selected 482
owners of MSEs in various cities and types of businesses. services. The interviews took place in
2018. The study results show that as many as 563 thousand MSEs, or only about 2.14 per cent of total
MSEs in Indonesia, have utilized the internet media; although it varies by province and type of
business. From the analysis of primary data, it reveals three important findings. First, manufacturing
industry is the type of business with the most Internet usage. Second, young and high educated
respondents use the Internet more than older and low educated respondents. Third, about 36.9 % of
the sample do not use the Internet for various reasons such as (i) no need, (ii) lack of knowledge about
the internet, and (iii) lack of capital. The novelty of this research is that it is the only extensive
research in Indonesia on MSMEs use of the internet with secondary and primary data.
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INTRODUCTION

It is undeniable that information and communication
technology (ICT) has changed many things in the business. It
not only has changed the way businesses communicate to each
other or deal with their customers, distributors and suppliers
but also through digital marketing or e-commerce it has
changed the way they promote and sell their products or
purchase their raw materials. Digital Marketing has now
become the trend in targeting both current and prospective
customers. Most people now have daily access to the Internet;
via computers, laptops or smartphones. Social media is one of
the best channels of online marketing, and Instagram is one of
the fastest growing platforms available today (Balakrishnan
and Boorstin, 2017). More and more businesses are eager to
establish a strong presence on this network and encourage their
prospects’ engagement. To be able to survive in this new
business environment all companies including micro, small
and medium enterprises (MSMESs) are pushed to adopt this
technology. Sooner or later, MSMEs which do not adopt this
new technology and business practice will be displaced by
their competitors and abandoned by their customers (Ahmada
et al, 2015; Azam and Quaddus, 2009a,b; Bakos and
Brynjolfsson, 2000; Barry and Milner, 2002).

Governments in many countries have given considerable
attention to the utilization of ICT, particularly the adoption of
e-commerce, by MSMEs by issuing policies and regulations to
assist them to adopt this technology. In Indonesia, in the past
few years the government has taken many measures to
encourage or to support MSMEs to use ICT in running their
business. The measures include providing trainings for
MSME:s in utilizing such as facebook, Instagram and other
application systems, and to create their own websites to
promote and market their goods and services; creating a
special web portal (SMESCO Trade) by the Ministry of
Cooperatives and Small Medium Enterprise (SME) that all
MSMEs can use it for marketing their products; and issuing
various regulations to provide a sense of security for business
actors in utilizing ICT such as e-commerce for marketing and
internet banking for financial transactions. Given the above
background, a study which this paper is based on was
conducted to explore the use of the Internet by micro and small
enterprises (MSEs) in Indonesia. More specifically, the study
aims to address the following four research questions. First,
how many MSEs in Indonesia use the Internet for their
businesses? Second, does the intensity of Internet usage by
MSEs vary by business, region, age and education of the
owners?.
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Third, is the profit or income earned by MSEs that use the
Internet greater than that earned by MSEs that do not use it?
Fourth, what are the main reasons of MSEs that do not use the
internet?

Literature Review: As the competition faced by MSMEs
become increasingly tight, it is vital for these enterprises to use
modern technologies, including ICT as among their sources of
competitive advantages. There are many indications from
various sources that in the past decade more and more MSMEs
utilised ICT or adopting e-commerce; although still many more
MSMEs, especially MIEs, which do not/have not (yet) utilised
this technology in running their business activities for various
reasons. In accordance with this development, Internet use,
especially e-commerce, among these enterprises has recently
become a popular topic for researchers not only in the fields of
MSMEs but also in electronic business, information
management, information systems and entrepreneurship;
though research investigating the adoption of e-commerce by
MSME:s is still small in number. Some of these studies also
made a good summary of the findings from previous studies.

The literature can be grouped into two categories, namely
studies that focus on main factors that influence the decision of
MSMEs to utilize ICT or the Internet, and studies that give
more attention on the benefit of utilising ICT and applications
to support their business activities. From the first group
(determinant factors), recent articles are including from
Blackburn and Athayde (2000), Fallon and Moran (2000),
Matlay (2000), and Riquelme (2002) who conclude that type of
business or sector and size and characteristics of enterprises
are the most decisive factors for a company to use the Internet.
Others such as Poon and Swatman (2005),Chong and Pervan
(2007), Shih (2008), Poorangi and Khin (2013), Ahmada, et al.
(2015), and Rahayu and Day (2015) mention many factors that
have strong influences a company’s decision to utilize the
internet or to adopt e-commerce in selling their products,
which include perceived relative advantage, organisational
compatibility, and benefits; firm owner’s or manager’s
strategic vision; a company’s level of innovativeness; ICT
knowledge, expertise, experience, and willingness of company
leaders or managers to utilize ICT as well as to adjust the way
they do businesses to the requirements related to the utilisation
of ICT; business planning; organisational complexity;
government policies; availability of skilled labor in ICT and
software/hardware vendors; and pressures from trading
partners, customers and competitors.

Neale, et al. (2006), Saffu, et al. (2008), Azam and Quaddus
(2009b) and Poorangi, et al. (2013) found that besides
perceived organisational compatibility, relative advantages and
organisational complexity, trialability, observability, and
company’s culture are also important determinant factors of e-
commerce adoption by small businesses. Whereas, in studies
conducted by such as Migiro (2006), Jones, et al. (2011),
Zaied (2012), it reveals that resources, i.e. capital to finance
related costs (e.g. training of employees, organizational
change, investment in tools and others), and human resources,
especially technical know-how/expertise; and internet security
or trust to use online transactions are the main decisive factors
for a company to utilise the Internet in marketing its products
and purchasing raw materials. In Indonesia, only one study has
been conducted until recently by Rahayua and Daya (2015),
who have conducted a survey of more than 200
owners/managers of MSMEs in 2015.

In their study, MSMEs refers to a business which has less than
100 employees, assets less than 10 billion rupiah and total
sales per year below 50 billion rupiah. Based on their finding,
they concluded that the adoption of e-commerce by MSMEs in
Indonesia is affected by several factors which are perceived
benefits, technology readiness, owners’ innovativeness,
owners’ ICT experience and owners’ ICT ability. Their
findings also show that the individual factors play a significant
role in adopting e-commerce technology by MSMEs in
Indonesia. From the second group (benefits), according to such
as Daniel, et al. (2002), Migiro (2006), Lai (2007), Azam and
Quaddus (2009a), Hunaiti, et al. (2009), Standing, et al.
(2010), Farhad, et al. (2011), and Savrula, et al. (2014), using
the Internet provides benefits for companies in various forms
such as improves productivity, efficiency and competitiveness;
increases ability to operate in international markets; provides a
tool for providing cost-effective ways to market their products
and launch new products; streamlining of business processes;
market expansion; and creates value added, new services and
new business models.

By using the internet, a company also improves or accelerates
its communications with suppliers, distributors, trading
partners, consumers, creditors and others. It also gathers
information and identifies potential business partners, new
suppliers and new customers easier and faster. Additionally,
others such as Neale, et al. (2006), and Poorangi, et al. (2013)
found that using the internet also provides internal and external
process integration; makes closer relationships with customers,
suppliers, trading partners, and other important stakeholders;
and increases the expertise for growth and development of
business.

RESEARCH METHOD AND SOURCES OF DATA

As an exploratory research, it adopts a descriptive analysis. It
analyses secondary and primary data. The secondary data were
obtained from two sources, namely (i) national data on
development of MSMEs in all sectors for the period 1997-
2017 from the Ministry of Cooperative and SME (online data),
(i1) national data 2016 on the internet usage by MSEs in all
sectors from the National Agency of Statistics (Indonesia’s
Economic Census 2016), and (iii) national data 2017 on MSE
in the manufacturing industry (Profile of Micro and Small
Industries 2017). The primary data were collected from face-
to-face interviews with randomly selected 482 owners of
MSEs in various cities, including Jakarta (the Capital), and
types of businesses, such as trade, manufacturing, and services.
The interviews took place in 2018.

RESULTS AND DISCUSSION

Evidence from Secondary Data: In Indonesia, despite the
rapidly growing Internet media, the number and percentage of
MSEs that have utilised the Internet are still very low.
According to the 2016 Economic Census, only as many as 563
thousand enterprises or about 2.14 % of total MSEs in
Indonesia have utilised the Internet media for their business
activities (BPS, 2017). Until now there are very few published
papers or reports, either based on field surveys or observations,
on the utilisation of ICT by MSMEs in Indonesia that can
explain why the use of the Internet by MSEs in the country is
still very low. According to Julianto (2016), there are various
obstacles faced by the Indonesian government (the State



International Journal of Current Research, Vol. 11, Issue, 05, pp.3723-3732, May, 2019

ended

ended 159\
MINEAIYHUON
nynjenl

1S9MEBINS 1520
o[RIUOIOD)

1IS2MP|NG 1SPALIIN0S
ISSMEBINS YINoS
ISBMEBINS [B1IUDD
ISOMEBINS YHON
uBIUBWIRY YHON
uejUBLLI|RY 1SE]
uejUBWI|RY YINOS
ueIUBLUI|RY [BHIUDD)
ugjuBLUIRY ISDAA
eied3ua] esnp 1se3
eied8ua] esnpn 152
lleg

uajueg

eAerised
euedeAdor"a
BAR[ [RIIUDD

EAR[ 1S9\

eueder pd

nery ‘day

~ey8ueg "day|

Sundweq

ninyguag

eJ2jeWwns yinos

quier

nery

BI2IRWNS 1SN
£12)}2WNS Y1oN
yaoy

~NOWn s O

3725

Figure 1. Percentage distribution of total MSEs using internet by province, Indonesia, 2016
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Figure 2. Percentage of MSEs using internet per province, Indonesia, 2016
Figure 3. Distribution of MSEs using internet by type of business, 2016

<Rp300 million

Figure 4. Total MSEs, MSEs using internet and category of revenues, Indonesia, 2016

S0
80
70
60
50
40
30
20
10

100

Source: BPS (2017).



3726 Tulus Tambunan, Small business use of the internet in indonesia: findings from secondary and primary data

Table 1. Number of MSEs in the Manufacturing Industry that Use the Internet by Group of Industry, 2017

KBLI* Group of industry Number Also export (%) Using internet (%)
10 Food 1538117  0.14 4.85
11 Drinks 134266 0.001 5.82
12 Tobacco processing 185494 0.03 1.05
13 Textile, 283266 0.13 6.83
14 Apparel 554003 0.27 12.95
15 Leather, leather goods, and footwear 76273 0.50 15.71
16 Wood and articles of wood and cork (excluding furniture), plaited goods of rattan, bamboo and the like 608342 0.23 3.10
17 Paper, paper items and the like 6642 0.06 17.84
18 Publishing, printing and reproduction of recording media 44872 0.14 51.06
20 Chemicals and chemicals 38801 0.89 4.05
21 Pharmacy, chemical drug products and traditional medicine 16044 242 8.70
22 Rubber, rubber and plastic goods 30066 0.03 13.00
23 Non-metal excavation 325233 0.12 4.84
24 Base metal 9375 2.09 9.77
25 Metal goods not machines and equipment 184455 0.55 16.63
26 Computers, electronic and optical goods 1305 0 28.81
27 Electrical equipment 1331 0 11.57
28 YTDL machines and equipment (which are not included) 2266 0 22.77
29 Motorized vehicles, trailers and eemi trailers 2081 5.00 23.07
30 Other transportation equipment 10969 0.02 26.94
31 Furniture 180565 1.03 13.76
32 Other processing 224226 1.10 6.70
33 Repair and installation services for machines and equipment 6736 0 6.89
Total 4464688  0.29 7.38
Table 2. Profile of the Respondents
Description Persons
Total respondents: 482
e Jakarta 303
eTangerang 73
eBekasi 37
eDepok 19
eBogor 13
eIndramayu 7
3
*Bandung each 2
Nias, Cibubur, Kerawang, Serang, Cikarang, Cibinong, Serui
Age group:
<30 139
e31-50 257
51-65 77
- >66 9
eGender:
eMale 323
eFemale 159
eEducation
eHigh school or lower 257
eAcademy 38
eUniversity 187
Type of business:
. shop 208
erestaurant 141
emanufacturing 33
erental services 29
eworkshop 28
18
ebeauty salon
. . 4
entertainment services others 21

Ministry of Cooperative and Small Medium Enterprise) in
encouraging MSEs owners to utilise ICT, which include their
low understanding of this kind of technology, their mindset
which is not in favour of using Internet in doing their
businesses, and their lack of knowledge on how to operate this
technology. Especially MSEs located in rather isolated/rural
areas; many of them are unfamiliar with the online marketing
system. Therefore, they prefer to do marketing with
conventional methods, by utilising the distribution networks
that they have been using for a long time or involving many
distributors who have long been their customers. Based on the
2016 Economic Census, the distribution of MSEs using the
Internet by province, as depicted in Figure 1, shows that

Internet use for businesses are done mainly from Java island.
Provinces in Java with the highest proportion of MSEs using
the Internet are East Java with around 18.72 % of all MSEs
using the Internet in Indonesia, followed by West Java and
Central Java with, 18.11 %and 15.41 %, respectively. While,
outside the Java Island, especially in the eastern region, the
percentage is much lower. Provinces that have the lowest
percentage in this region are Maluku with only 0.12 %, North
Maluku with 0.16 %, and West Papua 0.19 %. The percentage
distribution by province shown in Figure 1 is in line with the
fact that the number of MSEs in the eastern region, as well as
the region’s share in the national GDP, is much lower than that
in the western region, especially in Java Island, where the
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Note: * including catering and cafes.
Source: field survey, 2018

Figure 5. Gross Intensity of Internet Usage of the Respondents by Type of Business, 2018 (%)
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Source: field survey, 2018

Figure 6. Net Intensity of Internet Usage of the Respondents by Type of Business, 2018 (%)
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Figure 7. Gross Intensity of Internet Usage of the Respondents by Age, 2018 (no. of respondents)
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Figure 8. Net Intensity of Internet Usage of the Respondents by Age, 2018 (no. of respondents
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Figure 9. Gross Intensity of Internet Usage of the Respondents by Level of Education, 2018 (%)
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Figure 10. Net Intensity of Internet Usage of the Respondents by Level of Education, 2018 (%)
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Figure 11. Use of Internet by Different Purposes, 2018 (%)
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Figure 12. Use of Internet by Different Forms of Benefit, 2018 (%)
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majority of these enterprises are located, and it has the highest
national GDP share. So, this fact may suggest a positive
relationship between the magnitude of economic activities in a
province relative to other provinces, reflected by its share of
national GDP, and the number of MSEs in the province using
the Internet compared to other provinces, indicated by its share
of Indonesia’s total MSEs in utilising the Internet. Figure 1
does not, however, show the difference between provinces in
the intensity of Internet usage by MSEs. For this, Figure 2
shows the percentage of total MSEs that use the Internet per
province. For instance, in Java Island, D.I Yogyakarta province
uses the Internet with the highest usage (near to 6 %). In the
second place is DKI Jakarta, the Capital city of Indonesia, with
almost 4 % usage. In some provinces outside Java Island, the
Internet usage rate of MSEs is also quite high, such as in Kep.
Riau, Bali, and East Kalimantan, with almost 4 % of total
MSE:s of the Internet usage in these provinces. Next, based on
the 2016 Economic Census, Figure 3 shows that the types of
businesses whereby most MSEs utilise the Internet are retail
trade, car, motorcycle repair and care services with around
39.64 % usage. Especially in the retail trade, the use of online
transactions by both consumers (buying) and producers
(selling) in Indonesia has grown tremendously in recent years.
Other types of businesses that are also run by many MSEs by
utilising the Internet are information and communication with
11.73 %, manufacturing industry with 10.66 %, and education
with 8.09 %. Whereas, types of businesses where only a few
MSEs use the Internet are real estate, human health, and social
activities. Only about 0.56 per cent of total MSEs in the real
estate sector that utilize the internet, and in the human health
and social activities it is only around 1.30 per cent.

These low percentages actually do not show low internet
utilization rates of MSEs in these two sectors but mainly
because there are only few MSEs in these both categories of
businesses, especially when compared to the number of MSEs
in the trade sector. Next, Figure 4 gives an overview of
turnover obtained by MSEs that utilise Internet for business
and those which do not use Internet. In general, for both
categories of MSEs, most have a turnover of less than 300
million rupiah, namely a total of 79.41 % for MSEs that
utilises the Internet for business and 91.51 % for those not
utilising the Internet. This is also in line with the fact that due
to their small size, most MSEs in Indonesia have turnover per
year below Rp 300 million. When viewed from the percentage
of MSEs with turnover more than 300 million rupiah, more
than 20 % or about one in five MSEs which utilises the
Internet for business has a turnover above 300 million rupiah.
On the other hand, MSEs that do not utilise the Internet for
business, the percentage of MSE which has a turnover above
300 million the rupiah is not more than 10 %. The ratio of
MSE:s that use the Internet for business to those which do not
use it in businesses with high turnover is greater than that in
businesses with lower turnover. This figure may give two
different impressions. First, it could mean that businesses with
a high turnover value usually have more complicated processes
with a higher degree of computerisation, and a greater
financial/investment risk than businesses with smaller turnover
value. Therefore, naturally, companies including MSEs in the
first category of businesses are more in need of modern
technologies, including ICT, than their counterparts do in the
second category of businesses. Or, alternatively, it could mean
that MSEs that utilise the Internet for businesses have a greater
opportunity to generate higher turnover values compared to
those that do not utilise the internet, which is in accordance

with what has been said in the literature on the benefits of
using the Internet for MSMEs. Findings from a survey
conducted by the Indonesian Ministry of Industry indicate that
successful MSMEs doing online marketing gain far greater
profits than ever before (Julianto, 2016). Finally, based on
2017 data on MSE in the manufacturing industry, as can be
seen in Table 1, it reveals that only around 7.38 percent of total
MSE:s in this sector use the internet; although the percentage
varies by group of industry. Only in publishing, printing and
reproduction of recording media where the number of MSEs
that use the internet is slightly above 50 percent; followed by
MSEs in industries producing components of computers,
electronic and optical goods with almost 29 percent and in
industries manufacturing other transportation equipments with
close to 27 percent. There are three main purposes of using the
internet according to this report, namely for marketing and
advertising, purchasing raw materials, and seeking information
on such as government regulations, new machines and
production tools, and cheaper raw materials. It reveals that
most of the MSEs that use the internet use it mainly for
marketing (64.53%).

With respect to marketing, the logic is that, as generally
believed, the more complicated the marketing process (e.g. the
number of market destinations served are many, or competition
in the market is very intense), the company will tend to use the
internet to get the latest market information or as a way of
marketing (e-commerce). This means that export companies
are more motivated to utilize the internet than those that only
serve the local market. However, when the percentages that
use the internet are compared with the percentages that also
export in Table 3, there does not seem to exist strong evidence
that export is related to the internet usage. Probably because
many MSEs sell their products with local intermediaries such
as collectors, agents or sale organizations, traders, merchant
exporters, trading houses, direct representatives of foreign
buyers, subsidiaries, or subcontracting with large enterprises
(LEs) (Tambunan and Fachru, 2017). In Harvie (2004), it is
stated that MSMEs generate about 30% of direct exports,
compared to indirect exports, through supply chain
relationships with other firms (mainly LEs), which could rise
to 50% of total trade. Indirect exports take place through
merchant exporters, trading houses and export houses. A report
on MSME:s in Indonesia from the Asian Development Bank
(ADB, 2002) states that a significant part of MSMEs’ exports
occurs indirectly through subcontracting arrangements with
intermediaries. Using these channels makes export marketing
becomes less complicated

Evidence from Primary Data (Field Survey): The primary
data to be analysed in this section were obtained from face-to-
face interviews with randomly selected 482 owners of MSEs in
various cities, e.g. Jakarta, Gresik, Depok, Tangerang,
Bandung, Bekasi, Cibubur, Serang, Indramayu, Cilegon,
Cikarang, Purbalingga and Bagor, and types of businesses, e.g.
shops, restaurants, cafes, catering, entertainment services,
rental services, beauty salon, manufacturing industries and
motor and auto repair workshops, in Indonesia during the first
quarter of 2018. The majority of the sample, however, is from
the MIE category. As shown in Table 2, the majority of the
respondents are located in Jakarta (the Capital) and operated in
the trade sector (shops). This is in accordance with one of the
characteristics of MIEs in Indonesia (as also evident in other
developing countries) that trade is the main sector of this
category of enterprises.
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Concerning the level of education of the respondents, also
according to one characteristic of these enterprises, most of
them only have a high school education.

During the survey, the respondents were asked with the
following key question:

e  Whether they use the Internet (including email) or not?

e Ifthey do, for what purpose?

e If they do, do their sales go up or is it easy to get good
but cheaper raw materials, or what other benefits?

e Ifthey do not use the internet, what is the main reason?

It reveals from the survey that as many as 178 respondents
(about 36.9 % of the sample) do not use the Internet, for
various reasons, given in percentage distribution as follows: (i)
no need: 60.8 %. The assumption that the Internet does not
really need has something to do with the type of business and
its market coverage. Types of business like e.g. food stalls,
small shops or small motorcycle repair workshops that only
serve the surrounding community do not need internet; (ii) lack
of knowledge: 25.13 %. For example, many of them said that
they do not know how to do online purchases, or how to
implement e-commerce in marketing their goods; and (iii) lack
of capital: 14.07 %. Many of them claimed to have no money
to buy computers or to install the Internet. There were even a
number of respondents who said that they actually want to
create their own websites to promote their businesses but have
not yet been realised due to funding problems. The second
interesting finding from the interviews is about the number of
respondents using the Internet by type of businesses.

The following two figures show, respectively, the ‘gross
intensity’ and ‘net intensity’ of Internet usage. As can be seen
in Figure 5, the ‘gross intensity’ of Internet usage among the
respondents is highest in the manufacturing industry; followed
by those in rental services, and restaurants, catering and cafes.
Figure 6 shows that the ‘net intensity’ of Internet usage of
those who run repair workshops is negative as in that type of
business the number of respondents who use the Internet is less
than those who do not. Whereas, in other types of businesses
more respondents who utilise the Internet than those who do
not. Respondents, who were the manufacturers of food
products, furniture, handicrafts, and car spare parts, said that
the Internet helped them much in seeking alternative sources of
raw materials, product design, or information about prices and
competitors. Owners of rental services also claimed that the
internet is important to find new potential tenants. However,
not only the type of business that determines the intensity of
ICT/Internet usage in running a business; age and level of
education also revealed to be important determinants. The
theory behind this is that young entrepreneurs who were born
in the 80s or 90s, which means that as teenagers they lived in
the era of ICT, tend to use ICT more than their counterparts
who were born before the 80s; although they are in the same
businesses. As shown in Figures 7 and 8, it is very obvious that
much younger respondents with age less than 50 years old are
more eager to utilise ICT compared to those aged above 50.
The same is true in education. As can be seen in Figures 9 and
10, obviously that higher educated businessmen or owners of
MSEs are more likely to use the Internet in running their
businesses than their less educated counterparts. Concerning
those who use the Internet, as shown in Figure 11, the main
purpose of using it varies between individuals. Some of them
said that they use it more often to search for market

opportunities or marketing (A). Some others use the Internet
more often to search for sources of funds, especially alternative
sources outside conventional banks (B). There are also a
number of respondents who admitted that they use the Internet
only when they need to find alternative suppliers of raw
materials or other needed inputs with better quality or prices
(C), or simply to seek information on the latest government
regulations that may affect their business (D), or to follow
closely market changes in e.g. new emerged product design or
newcomers/competitors in the market (E); or for other
purposes (F). Interestingly, among those different purposes, to
find sources of funding and to follow closely market changes
revealed as the most important ones for the majority of them.
Only a very few of them adopted e-commerce to market their
products. Lack of trust or no confidence in security in using e-
commerce was revealed as the major obstacle for many
respondents to utilise e-commerce technology. Finally, as
Figure 12 shows, the majority of the respondents who use the
Internet (including e-mail) in running their businesses said that
its most perceived positive impact is smooth marketing (A).
They acknowledged that by utilising the Internet, their
turnovers have increased. There are also some respondents
who claimed that the benefit is more in the form of raw
material procurement that becomes easier, faster and cheaper
(B). There are also who claimed positive effect was felt in both
smooth marketing and easier and more efficient procurement
of raw materials (AB). The rest claimed other forms of benefit
(C) such as getting a lot of current information about things
that are imported directly or indirectly with their businesses,
consumer complaints, more easily communication with the
government or with headquarters or branches.

Conclusion

This study reveals several key facts. First, the use of the
Internet by MSEs in the country is still very low. Very few
existing studies reveal several explanations, which include
their low understanding of the importance of ICT for their
businesses, their mindset which is not in the favour of using
ICT in doing their businesses (e.g. they prefer to do marketing
with conventional methods), their lack of knowledge on how to
operate this technology, and lack of owners’ innovativeness.
Second, there is a positive relationship between the magnitude
of economic activities in a province relative to other provinces
and the number of MSEs in the province using the Internet
compared to other provinces. One explanation is that in regions
where economic activity is large, usually there are also many
economic factors which make competition among themself
tight. This also forces them to be more aggressive and smarter
in marketing, and for that, they must utilise the Internet/ICT.
Third, the intensity of Internet usage by MSEs is found to have
a positive relationship with the level of income per capita. Per
capita income in a region reflects the level of welfare of the
people in the region, which also reflects the level of ability and
needs of the community to utilise ICT. Fourth, the type of
business is also important in encouraging MSEs to utilise the
Internet. This finding is in line with findings from other
previous studies that business sector is among important
determinant factor of the use of Internet of ICT (e.g. Blackburn
and Athayde, 2000; Fallon and Moran, 2000; and Riquelme,
2002). The retail trade and car and motorcycle repair and care
services are the MSEs which uses Internet the most. Fifth,
MSEs in types of businesses with more complicated processes
and have a greater financial risk but on the other hand have a
high turnover value are more likely to utilise Internet than
those in types of businesses with less degree of
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computerisation/automation and low investment risk but also
small turnover value. This finding may support many other
previous studies that found a positive relationship between the
use of ICT in running business and revenues of turnovers (e.g.
Akkeren and Cavaye, 1999; Daniel, et al., 2002; Farhad, et al.,
2011; Savrula, 2014). Finally, the information in this article is
also important for policymakers not only in Indonesia but also
other developing countries, for two main reasons. First, with
their huge number (which is significantly larger than the
number of large enterprises)), MSMEs are indeed very
important not only as a source of employment but, potentially,
as a growth engine for the economy. This means that that
capacity building, including their ability or readiness to utilise
ICT, in these enterprises should be given a high priority by the
policymakers in their economic development policies. Second,
MSMEs are a good starting place for the development of
women entrepreneurs. This means that these enterprises do
have an important role to play in promoting women
empowerment in developing countries, which in these days is
among important targets of the sustainable development goals
(SDGs). Direct supports that governments in developing
countries can give are, to provide training on the use of ICT,
and to socialise the importance of ICT for business
development/growth through seminars, workshops or via other
media. Or, indirectly, to build infrastructure and to provide
other needed facilities so that MSMEs everywhere, including
in rural areas, can have full access to ICT. And, probably,
more importantly, to provide protection for internet users
through regulations or laws that provide certainty and a sense
of security for consumers and producers in conducting online
transactions.
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