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ABSTRACT 

Micro, small and medium enterprises (MSMEs) in Indonesia contribute greatly 

to the economy. With this large contribution, the government helps the growth 

and sustainability of MSMEs through policies and programs. However, 

MSMEs still face many challenges. Therefore, this research aims to outline 

these challenges, to understand the effectiveness of government support for 

MSMEs, and to find the main support that MSMEs need and the strategies that 

MSMEs can implement. In this qualitative study, in-depth interviews will be 

conducted with entrepreneurs and government representatives. Finally, this 

research presents the challenges faced by entrepreneurs, strategies for pursuing 

growth, and proposed approaches in government policies and programs. 

  

INTRODUCTION  

Entrepreneurial practices are believed to have many benefits for both society and the government. For society, 

entrepreneurial practices can generate wealth and increase innovation and creativity(Jackson, 2020). On the other hand, the 

government motivates people to become entrepreneurs because this practice can increase the country's gross domestic product 

(GDP) and can provide job opportunities for educated and less educated people in the country(Respatiningsih et al., 2020). 

However, starting a business does not directly generate wealth, increase GDP, or create job opportunities. A business must 

grow significantly to pursue these goals. Entrepreneurial growth is closely related to the supporting elements obtained by 

entrepreneurs, such as government policies, business environment, skills, financial assistance, and so on(Soto-Acosta et al., 2016). 

Unless entrepreneurs have access to this support, their businesses will not be able to grow. In its growth, many businesses in various 

industries have emerged, ranging from the agricultural industry, creative industry, trade and manufacturing industry, service industry 

to the tourism industry.(Yani et al., 2020). Among them, one of the fastest growing industries in Indonesia is the culinary 

industry(Idawati & Pratama, 2020). Since 2008, this business sector has occupied the second position as the business sector most 

involved in Indonesia after agriculture(Diabate et al., 2019) 

The Indonesian Statistics Agency (BPS) reports that Indonesian people's consumption patterns have shifted from product 

consumption to culinary consumption(Iistianingsih et al., 2022). Besides that,(Fields & Sciences, 2022) states that culinary is no 

longer only considered as fulfilling needs but has also turned into a lifestyle. Coupled with the emergence of various types of 

innovative food and snacks that can be accessed very easily in recent years, the Indonesian government has become increasingly 

aware of the growth potential of this sector and has tried to provide assistance and guidance for Micro, Small and Medium 

Enterprises (MSMEs) involved in in this culinary sector(Fields & Sciences, 2022). 

The aim of this research is to understand the effectiveness of government support specifically for local MSMEs in the 

culinary sector in a district in Indonesia, namely Bungo District. Bungo Regency was chosen as the research location, because this 

area is considered to have the most conducive business environment among the 11 districts and cities in Jambi Province (BPS, 

2017). Study (Istianingsih & Defit, 2021) said that the growth of MSMEs in Bungo Regency was higher than in other districts and 

cities in Jambi Province. However, reality shows that many micro entrepreneurs in the culinary sector in Bungo Regency do not 
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know and do not receive assistance or support from the government, which is shown from observations and interviews conducted 

in this research. In addition, a significant percentage of restaurant closures in Bungo District, especially for micro and small 

restaurants, cafes and street food vendors in the early stages of business(Iistianingsih et al., 2022). 

This study reveals the importance of developing the culinary sector for the government. This study will also provide advice 

to local and central governments on how to support MSMEs and what support MSMEs need most.  

 

1. LITERATURE REVIEW 

a. Growth of MSMEs 

 To be able to participate in economic growth, MSMEs must be able to stabilize their own growth. Market 

leadership, influence on the market, power and survival, and the ability to attract quality employees are some of the reasons 

companies can increase their growth(Management, n.d.).(Singh, 2018)states that we can measure business growth through 

parameters such as sales, profits, financial ratios, employment, and market share. They added that businesses that grow even at low 

rates are likely to remain in the market. However, we can find interesting statements that show that new ventures and small 

companies grow faster than older or larger companies(Cucculelli & Peruzzi, 2020). 

In measuring the growth of a business, Literature emphasizes the use of the Growth Stage Model(Diabate et al., 2019). A 

growth stage model is a diagram that shows the stages of growth of a business accompanied by obstacles, advantages and the 

company's position at each stage. This explanation was then added by(Sahoo & Ashwani, 2020)which states that this model shows 

that certain businesses will go through certain stages where revenues and earnings times increase slightly before the market declines. 

There is no specific time limit for a business to jump from one growth phase to another. Increasing business growth is 

increasingly difficult due to globalization, competition, industrial dynamics, and technological developments that change industrial 

life cycles, shorten product lifespans, and cause rapid shifts in business.(Diabate et al., 2019). The SGE Growth Model can be seen 

from the image below: 

Figure 1. Growth Stage Model 

 

This theory explains that every business will face six stages of growth. This model also shows a graph where income and 

productive time increase during the stages and decrease slightly when the business is in a mature stable stage until it reaches a 

declining market. Whatever motives and background are behind the growth of a business, such growth is important not only for 

business expansion but also for the company to survive in the market. Therefore, no matter how small or how big a company is,  

they must push themselves to grow(Mihardjo et al., 2019). 

 

b. Survival of MSMEs. 

The survival of MSMEs depends on choosing their respective business growth strategies. The growth strategy chosen must 

be in accordance with the internal and external environment of the business(Rodríguez et al., 2020).(KWABENA et al., 2021)writes 

that the company's internal environment includes all the resources the company has and the company's ability to manage these 

resources. These resources include all assets, knowledge, employees, information, organizational processes, capabilities, and 

activities that a business can carry out, such as marketing, sales, promotions, and so on. Meanwhile, the company's external 
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environment includes the economic, political, social, technological and economic situations. applicable laws in the country where 

the business operates. 

 The external environment is as important as the internal environment. The external environment can change the 

way people behave and their habits in purchasing products or using certain services. To find these external threats, the analysis 

created by Prof. Francis Aguilar in 1967 called PESTEL analysis is a suitable framework because it can describe all external 

problems that influence business strategy.(Chhavi Sharma, 2020). PESTEL analysis can be seen in Figure 2. 

Figure 2. PESTEL 

 

As seen above, PESTEL analysis consists of six external elements: political, economic, social, technological, 

environmental, and legal, where each element consists of several points as explained in the figure. These external elements force 

entrepreneurs to become more flexible and adaptable to survive in the industry(Morakinyo Akinseye et al., 2022). 

In addition, MSMEs must overcome market uncertainty and instability. Market uncertainty and instability are caused by 

short product life cycles, short product design cycles, new technologies, frequent entry by unexpected products/services, 

repositioning by incumbent companies, and radical redefinitions(Gamage et al., 2020). Based on this internal and external 

environment, appropriate strategic steps can be determined. These strategic steps will be carried out using internal resources, and 

the strategy must be implemented based on the external environment(Jamison et al., 2020). The most common strategies 

implemented by most businesses include marketing innovation and the pursuit of competitive advantage, promotions, and 

pricing(Verdu-Jover et al., 2018).(Tarigan & Siagian, 2020)adding that the integration of internal and external research and 

development (R&D) strategies and reducing internal costs and time are also considered strategic moves in the pursuit of growth. 

However, to survive in the industry, growth is not the only consideration on which MSMEs must focus. Another important 

issue that MSMEs must resolve is challenges, which (like strategy) originate from the internal and external environment.(Bouwman 

et al., 2019) argue that low technological capabilities, low awareness of business expansion through e-commerce, and low ownership 

of international and national certifications can be internal obstacles in maintaining the business life cycle and surviving in the 

industry. Finally, challenges from the external environment can come from regulations, infrastructure and market access(OECD 

Secretary General, 2020). 

c. Government and MSMEs 

In the last few decades, studies on the role of government in entrepreneurial activities have relatively increased. Because 

entrepreneurship is categorized as a heterogeneous activity, policies and regulations are needed to develop and strengthen its position 

in society(Istianingsih & Defit, 2021). The government is considered the backbone of entrepreneurial activities because of its 

inevitable role in the entrepreneurial process(Djaing & Allorante, 2019). 

Each country's government clearly realizes the great benefits of developing and increasing the number of MSMEs. As 

mentioned above, MSMEs provide several benefits for national growth, such as providing jobs, paying taxes and foreign 

exchange.(Anggriliani, 2022). Thus, to obtain maximum benefits, policies and assistance are provided broadly to all business sizes 

from micro to small and medium companies. 

(Ambya, 2020)states that the government's influence on MSMEs is related to its authority in the entrepreneurial 

environment. This statement was elaborated by(Tuma, 2021) which states that the government promotes MSMEs by providing 

access to technology, R&D, intellectual property (IP), and finance. 
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From the explanation above, research is needed to understand the support that the government must provide to MSMEs. 

To survive in the market, MSMEs cannot stand alone; they need help and support from the government. This support will influence 

the growth of MSMEs and avoid business failure. Therefore, the policies and programs set by the government produce significant 

effects for MSMEs. In fact, policies and programs have been prepared and provided widely to MSMEs throughout Indonesia. 

However, the author can still easily find MSMEs that have never received support from the government. Ultimately, there are still 

a large number of closed businesses in Bungo District, especially new businesses. 

 

2. RESEARCH METHOD 

This research will use qualitative methods. Kothari (2004) argues that a qualitative approach is used to discover people's 

attitudes and feelings by assessing subjective opinions and behavior. This approach also allows us to conduct in-depth studies and 

offers a better attitude in selecting topics of interest(Dr. Sandu Siyoto, SKM, M.Kes, M. Ali Sodik, 2015). 

Data was collected in two ways: first, using secondary data collected from several government organizations in Indonesia, 

such as the local government of Bungo Regency, the National Agency for City Statistics of Bungo Regency (BPS), Cooperatives 

and the Indonesian Ministry of MSMEs, and Trade, Cooperatives , Industry and Bungo Regency MSME Institutions  

Second, primary data was obtained through purposive sampling. Purposive sampling uses representative subjects, and 

discretionary sampling takes samples without any rules.(Hamed Taherdoost, 2018).(Hameed Taherdoost, 2016)explains that 

purposive sampling is used to identify and select information related to certain interests. Purposive sampling is considered the most 

effective method for collecting information, especially for qualitative methods(Susanti et al., 2019). 

This sampling begins by determining knowledgeable individuals or groups who have an interest in a preferred topic or 

have experience in it. At this initial stage, there are 54 MSMEs that meet the requirements. The sample was then categorized based 

on business type and size. Structured interviews were conducted with 20 MSMEs that met the requirements based on the categories 

above. Structured questions asked to the sample then produce variables used in the final stage, namely: open-ended questions. At 

this final stage, only 12 MSMEs met the requirements to become research objects in the open-ended questions stage. 

 

3. RESULT AND DISCUSSION 

a. Motivation to become an entrepreneur 

 (Abdulrab et al., 2020) states that 'Motivation should come from within a person rather than from external controlling 

forces such as teachers or parents. This statement carries two important messages. First, people cannot depend on external 

motivation. Rather, it is triggered within the individual and one must discover their own motivation by looking deeper. Internal 

sources of motivation can be based on the activities that people most enjoy and are fulfilling. In addition, the quote above shows 

that motivation can arise from external factors, such as our role models, parents, and the environment (Kopren & Westlund, 2022). 

 In relation to entrepreneurial practice, (Diabate et al., 2019)  revealed the main reasons for becoming an entrepreneur: the 

ability to control working hours, maximize creativity, and learn more and become more independent. On the other hand, market 

availability, fewer competitors, and greater opportunities and simplicity provided by the government can be external drivers for 

becoming an entrepreneur (Kopren & Westlund, 2022). The following are comments made by four interviewees: 

 

No. Source Comment 

1 Respondent 1 I want to have flexibility in my working hours and I see promising opportunities in the 

hospitality industry especially in the F&B sector, which I can develop more to become 

more profitable for me 

2 Respondent 2 My motivation to become an entrepreneur is to gain more experience in entrepreneurial 

practices so that I can develop both myself and my business in the future 

3 Respondent 3 Maximize the function of my unused space by using it as a place of business. Apart from 

that, my interest in business was the trigger to start this business 

4 Respondent 4 I saw a huge opportunity when I started this business. Due to the lack of competitors in 

my cafe location, I am confident that I can attract more customers 

         Source: Researcher, Primary Data (2024) 

 

(Rinova et al., 2019) argue that motivation can arise from opportunities in industry in both new and mature industries. In addition, 

opportunities have great potential in marking profits, so the ability to find opportunities can lead entrepreneurs to further 

achievements. Finally, comparing the literature with field interviews, the motivations in the literature are in line with the interview 

results. Internal motivation, such as interest in business, achievement, challenge, and learning and independence, is the main 

motivation. Apart from that, external motivation, such as the availability of supporting capital (financial and real resources) can also 

be a trigger for starting a business. 
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b. Business failure 

 According to(Hrytsiuk & Sak, 2021) more than 50% of small businesses fail in the first year, and 95% fail within five 

years. This data shows that understanding business failure is substantial not only for business owners but also for many parties, such 

as government, suppliers, society, and so on. Since entrepreneurship provides a variety of benefits from job creation and increasing 

GDP to reducing unemployment and increasing one's wealth, understanding why businesses fail and preventing it from happening 

is critical. 

 Specifically in the F&B sector in Bungo Regency, Indonesia, the main background reasons for the closure of many 

restaurants, cafes and street food vendors, especially in their initial stages include inappropriate marketing ideas and execution, too 

many items on the menu for sale, lack of experience, no pricing strategy, and a lack of capital, service, concept, and support(Abu 

Hatab et al., 2021). In addition, in-depth interviews were conducted with the target interviewees conveying several reasons behind 

business failure, which is also in line with the literature. The following are comments made by four interviewees: 

 

No. Source Comment 

1 Respondent 5 In my view, the reason a business closes is because the owner gives up and loses hope too quickly. 

In addition, customer uncertainty sometimes deceives trade owners because of its relationship to 

sales and profits 

2 Respondent 6 Many reasons can lead to business failure, namely, unsatisfactory service, failure to meet customer 

needs, setting prices higher than competitors, lack of innovation, and lack of control. 

3 Respondent 9 Quality, service, and management are necessary for a business. A lack of them could potentially 

result in a failed venture 

4 Respondent 12 The sustainability of a business really depends on the owner's desire to run the business. Apart from 

that, persistence, hard work and management are the keys to sustaining a business. Without this, 

certain businesses will find it difficult to survive in the market 

Source: Researcher, Primary Data (2024) 

 

c. Government support 

 The role of government in significantly increasing the level of entrepreneurship is very large. There are two main keys that 

make this character irreplaceable. First, the government's role as a regulator and, second, as a supporter of MSME development in 

both finance and marketing(Ali et al., 2019). 

 The growth of MSMEs in Indonesia is higher than neighboring countries, such as Thailand, Malaysia, the Philippines, and 

so on. However, the contribution of MSMEs to exports is still lower than these countries(Iistianingsih et al., 2022). Apart from that, 

MSMEs in Indonesia are still less developed than other countries because the educational background of most MSME owners is 

only elementary school.(Angelakoglou & Gaidajis, 2020)Even though in Bungo Regency 60% have high school or equivalent 

education, knowledge and insight are still limited(Iistianingsih et al., 2022). 

 From in-depth interviews regarding government support in the form of aid, not all respondents have received assistance 

from the government. The following are comments made by four interviewees: 

 

No. Source Comment 

1 Respondent 1 I am aware of government policies and programs for MSMEs. However, I haven't received 

any support from them, and I don't have any plans to seek their help yet. However, it is 

good to consider planning for our future 

2 Respondent 4 I don't know about any policies and programs to help MSMEs, and there is no information 

offered or outreach from the government 

3 Respondent 7 No ideas. There were no public officials to visit and offer assistance. One time, they came 

here but only asked about my payment of taxes and advertising levies 

4 Respondent 10 Actually, we know about the programs and policies. However, in practice, there are no 

specific programs and policies to help us. We started the business purely using our own 

strength. In fact, local public officials only came when our efforts started to go well to 

collect taxes and advertising levies 

   Source: Researcher, Primary Data (2024) 

 

Compared to the literature, the government has tried several steps to help MSMEs. However, with the large population and quite 

large number of MSMEs in Indonesia and with the limited budget provided for MSMEs, it is difficult to cover and help all MSMEs. 
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d. The main support needed by MSMEs 

 (Ali et al., 2019)explained that there are many businesses that seek help but are confused by various initiatives and 

ultimately give up seeking help. To overcome this, the government must have strong synergy with related parties to provide the best 

support for MSMEs(Harel et al., 2020). Additionally, the government needs to work hard to consolidate its aid and make it easier 

to maneuver(Fidiana et al., 2020). However, in practice, MSMEs have various needs to improve their businesses. Based on in-depth 

interviews, business owners need more support for their business operations. 

The following are comments made by four interviewees: 

 

No. Source Comment 

1 Respondent 3 The primary assistance we have needed to expand our efforts thus far includes additional funding to 

scale up our operations, simplify licensing procedures, and largely, rebuff illegal allegations by 

public officials. 

2 Respondent 5 The main thing we need so far is government support in providing culinary centers in strategic 

locations, which can be rented daily or monthly. Additionally, we need the government to control 

the raw materials needed for business operations 

3 Respondent 8 There are two concerns about expanding this business that requires assistance from the government. 

They are a help in promotion and advertising and also a help in expanding the business 

4 Respondent 12 The type of assistance we ask for from the government is funding for access to MSMEs, availability 

of parking spaces, and security from accusations of illegality and thuggery. 

Source: Researcher, Primary Data (2024) 

 

As seen in the in-depth interview results above, each business has its own priorities in the form of support. Therefore, to overcome 

this, the governmentrequires synergy to provide funding and support and to facilitate organization, etc. Lastly, to address the 

selection needs of MSMEs, the government must discuss needs with different institutions. 

e. Strategy to survive in the market 

 (Pozo et al., 2019)proposes that strategies for maintaining the market depend heavily on business leadership and creative 

imitation planned by MSMEs. Leadership has a big influence on business because of its importance in leading the business forward 

and setting targets for the next business. Meanwhile, creative imitation means that MSMEs can enter established markets and be 

creative to set up their own businesses that are different from their competitors. 

 Business maintenance strategies differ from one business to another. MSMEs have established their own strategies 

depending on their environment, competitors, internal resources and market opportunities. Here are some strategies discovered from 

in-depth interviews. The following are comments made by interviewees: 

 

No. Source Comment 

1 Respondent 4 There are four strategic steps we took to maintain our position in the market: first, evaluating the balance 

sheet, products, services, and customer satisfaction, second, adding product variations in the menu based 

on market trends, third, social media promotion, and, finally, establishing the company with 

communities and government/private institutions 

2 Respondent 6 There is no special strategy. We just try our best to provide the best service and best quality products to 

customers 

3 Respondent 7 Promoting and organizing events proves to be the best strategy so far. Some special discount events for 

students or special discounts on every national holiday or competition for eating spicy food without 

drinking water. These events always appeal to customers of all ages. Apart from that, good relationships 

and communication between the owner and customers must be well strengthened, and this is proven 

because I received a lot of feedback, criticism and suggestions in developing my business. 

Source: Researcher, Primary Data (2024) 

 

Based on interviews, general strategies can be set so that MSMEs can survive in the market. However, this strategy must be in 

accordance with the reality of the conditions in which the business is established because each business will face different obstacles 

due to the external conditions of their business location. 

f. Suggestions for the government 

 The Indonesian Ministry of Cooperatives and MSMEs reports that there has always been better progress in policies and 

programs over the years aimed at developing MSMEs in Indonesia. 'The government itself is always open to suggestions 

improvements from all parties,' added the ministry spokesperson. In addition, as previously mentioned, due to the large number of 

MSMEs in Indonesia, policies and programs have not been accepted by all MSMEs(Hastuti et al., 2019). 

42
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 On the other hand, MSMEs have their own suggestions for the government to improve government services to MSMEs. 

Below are some ideas gleaned from the in-depth interviews. The following are comments made by four interviewees: 

 

No. Source Comment 

1 Respondent 5 Eliminate illegal fees and the culture of give-and-take between public officials and us as business 

owners. Mostly, we need the government to simplify permits and legal processes 

2 Respondent 6 I think local and central governments should care more about MSMEs, for example by inviting us for 

training, discussions and sharing success stories from other successful entrepreneurs. Furthermore, 

funding support is very important for us to develop our business. Lastly, simplify the legal and other 

permits required 

3 Respondent 9 We need a balance between the support provided by the government and the taxes we pay. For the most 

part, public officials only come to collect our tax payments. I never had the government visit to offer us 

help 

4 Respondent 10 My suggestion to regional and central governments is to pay more attention to young entrepreneurs in 

the city because, in my opinion, the progress of certain regions is greatly supported by the creativity of 

young people. Simultaneous cooperation in the form of creative centers, for example, is needed, in 

addition, capital injections with small interest are very helpful for young people to develop their 

businesses 

Source: Researcher, Primary Data (2024) 

 

g. Government Interview 

 Getting support from the government can strengthen MSME assets, increase entrepreneurial knowledge about the industry 

and skills, enable access to markets, help business growth, and more.(Widagda et al., 2020)believes that, although MSMEs can grow 

and survive, without support from the government, the number of MSMEs will be limited and their contribution to economic 

development will be low. There is no doubt that the government's role in empowering MSMEs is necessary for MSMEs both in 

their initial and mature stages. By empowering MSMEs, the government will be able to obtain maximum profits and secure MSMEs, 

empower micro businesses, and entrepreneurship and competitive advantages to expand MSMEs(Rajapathirana & Hui, 

2018)(Valminen, 2019). 

 Body Bungo Regency National Statistics (BPS Bungo Regency City) in 2023 also recorded the percentage of population 

occupation based on gender, which is explained in Table 3. 

 

         Table 3. Percentage of population in Bungo Regency City (BPS, 2023) 

 

 As shown in the table above, more than half of the population of Bungo Regency are employees in both the public and 

private sectors. However, the percentage of entrepreneurs is also quite high. In addition, the number of solopreneurs has reached 

one fifth of the total population. The percentage of employers with unpaid employees has increased slightly to 2.38% from 5.78% 

in 2022. Employers with paid employees has also increased 0.30% from 4.29% in 2022 (BPS, 2023). In the same year, further 

statistical data identified that MSMEs in Bungo Regency reached 5,012 units of which 800 had successfully obtained bank loans. 

Of this number, more than half or around 2,868 units have been trained/trained by local governments and become government-led 

businesses(Iistianingsih et al., 2022)(Istianingsih & Defit, 2021). 
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 Even though there is a trend of increasing MSMEs in Bungo Regency, opening new businesses and maintaining businesses 

in industry cannot be carried out solely by business owners and management. Apart from that, the role of the government, in this 

case, is very necessary to develop businesses, and one way the government can help MSMEs is by providing them with financial 

support.(Istianingsih & Defit, 2021). 

  Finally, based on the results of interviews and data obtained from interviewees, both local and central governments 

have provided assistance. Therefore, there is a correlation between literature and facts. The following are comments made by some 

of the interviewees: 

 

No. Source Comment 

1 Respondent 13 Our data shows an increasing trend in entrepreneurial practices in Bungo District over the years. And in 

correlation with that, the percentage of poverty has also decreased. This is a very good sign 

2 Respondent 15 Bungo District is on the right track now. Open investment, dramatic poverty reduction and excellent 

infrastructure make Bungo Regency have a higher level of competitiveness and make this city have the 

best MSME potential compared to other city districts in Jambi Province 

Source: Researcher, Primary Data (2024) 

  

h. Government Program 

 MSMEs in Indonesia contribute 61.9% to GDP through taxes. In this percentage, micro businesses contributed 36.28%, 

small businesses contributed 10.9%, and medium companies contributed 14.7%(Hadi, 2020). So it can be concluded that MSMEs 

have great potential to be developed to increase Indonesia's economic growth. With this potential, both local and central governments 

really want to promote entrepreneurial activities to the community, attract people to be part of the activities, launch many programs 

to create new entrepreneurs, maintain the business life cycle, and expand the scope of business. 

 As mentioned, MSMEs face several challenges in pursuing their growth and existence. To help MSMEs overcome these 

challenges, the government has established various programs aimed at overcoming the various challenges faced by MSMEs. 

 In the 2020-2024 RPJMN, the government is committed to strengthening entrepreneurship and MSMEs to increase 

economic added value, employment, investment, exports and economic competitiveness through five priority areas, namely 

developing human resources (HR), increasing access to financial services, increase the added value of MSME products in domestic 

and international markets, strengthen partnerships, and improve regulations and policies that influence the sustainability of MSMEs. 

The government has long been rolling out MSME empowerment or development programs. This program is implemented by various 

ministries/institutions (K/L) with several focus areas, namely increasing access to markets; increasing access to financial services; 

improving the quality of human resources through competency training and mentoring; as well as improving policies to create a 

conducive business ecosystem such as ease of licensing. However, the implementation of the MSME program is seen as not yet 

supporting the development of MSMEs(Istianingsih & Defit, 2021).The following are comments made by interviewees: 

 

No. Source Comment 

1 Respondent 14 PNPM is a useful program for improving community welfare and has succeeded in reducing 

poverty levels, especially in the rural sector. PNPM is used to open new micro and small businesses 

and help owners to maintain the life of the business 

2 Respondent 15 We are developing revolving fund assistance or credit from the Revolving Fund Management 

Institute. In addition, KUR and credit/working capital and/or investment facilities for micro, small 

and medium enterprises in productive but not bankable business fields with a credit limit of up to 

IDR 500 million are widely provided to entrepreneurs in all fields. From Indonesia 

3 Respondent 15 Low productivity, limited competence, such as low technological mastery and managerial skills, 

are big challenges for MSME owners. So, the government helps them not only in funding but all 

parts of support for the business 

4 Respondent 14 Apart from maintaining quality, MSMEs are required to be punctual in the production process and 

able to carry out mass production to meet market needs. Our institution is responsible for improving 

the productivity and performance of MSMEs and we will not stop doing that 

  Source: Researcher, Primary Data (2024) 

 

 The Indonesian government recognizes the importance of managerial and entrepreneurial skills for business owners; Thus, 

the government regulates management development for competency and marketing networks. 

i. Government policy 

 The program is not the only assistance provided by the government to MSMEs and entrepreneurs. In addition, other policies 

have been established and strengthened to support the existence of businesses of all sizes. Policies, such as tax reductions and tax 

exemptions, have been implemented to help MSMEs. Cooperatives and the Ministry of MSMEs continue to reduce the KUR interest 
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percentage, where it reduces the interest rate from 22% to 12% and then to 9%(Idawati & Pratama, 2020). The following comment 

was made by an interviewee: “Massive changes in KUR policy create great opportunities for MSME practitioners to expand their 

businesses. And, on the other hand, this policy helps the growth of new micro and small businesses throughout Indonesia, including 

in the city of Bungo Regency. (Respondent 6)” 

 It is clear, financial policy is the main aid for businesses to develop. However, that's not the only help needed. Apart from 

that, the Indonesian government has also produced other policies to serve MSMEs. Policies include access to support services, 

technology and technology transfer, expansion of international markets, and promotion of entrepreneurship education which has the 

same level of importance as funding policy. 

  

4. CONCLUSIONS 

Government support is very important to help MSMEs pursue growth, expand their businesses and sustain them in the market. 

However, before helping MSMEs, the government must be sensitive, aware and understand entrepreneurial and entrepreneurial 

practices. Help and advice is not availableis given widely and generally to all MSMEs, but needs to be adjusted and adapted to what 

MSMEs need. 

 Additional internal factors, such as technology, systems, and skilled human resources, bring many benefits and can also 

harm the business. When a business does not develop its technology, systems, and employees, it is more likely to fail in sustaining 

and pursuing its growth due to a lack of resources and capabilities, as the most powerful weapons in establishing corporate strategy. 

 Challenges originating from external factors are considered substantial in efforts to achieve sustainability in the market. 

External challenges considered in this research include limited access to capital and markets, complexity in bureaucratic procedures 

in obtaining business permits, difficulties in marketing and distribution, difficulties in obtaining cheap raw materials, and the high 

frequency of illegal levies imposed by public officials. Apart from that, infrastructure, lack of participation in global value chains, 

and the legal context are external factors that can cause problems for MSMEs. 

 Strategies that can be developed include evaluating products, services and customer satisfaction, evaluating balance sheets, 

diversifying the products or menus served, social media promotions, collaborating with the community and government in 

organizing events, and maintaining good relationships with customers. The strategy can also be implemented by increasing 

managerial knowledge by participating in training, carrying out e-commerce promotions, participating in exhibitions, increasing 

business networks and productivity, and engaging in workshops. 

 Strategy must be flexible to adapt to changing environments of all kinds. Therefore, the strategy must be dynamic. Dynamic 

strategy refers to the way a company maintains its competitive advantage through its resources and capabilities over time. In practice, 

growth strategies must continually change based on environmental changes and must be dynamic and flexible. However, the most 

important point is that MSMEs must continue to explore new opportunities. 

 The effectiveness of government support for MSMEs can be measured by the following success indicators: reducing 

poverty levels, increasing the number of new businesses, and increasing the number of independent groups. Therefore, to meet this 

indicator, the government has taken several main steps, such as providing initial capital, improving product quality, participating in 

export markets, improving the quality of human resources, increasing business protection through improving policies. , and reduce 

complexity in business.. 
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