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Abstract 
The COVID-19 pandemic has an impact on the global economy, including 
MSMEs. This study aimed to determine the impact of COVID-19 on the 
financial performance and labor of MSMEs in the Bandar Lampung banana 
chip centre, as well as the impact of labor on financial performance and 
labor as an intervening factor. The data collected were analyzed using 
Partial Least Square. It was found that the COVID-19 pandemic impacted 
financial performance and labor. Additionally, labor influenced financial 
performance. The main strength of this study is the discovery of direct and 
indirect effects of the COVID-19 pandemic on financial performance, with 
labor acting as an intervening variable between the COVID-19 pandemic 
and financial performance. This finding implies that people are used to the 
new normal life, namely by carrying out routine activities while 
implementing health precautions to avoid COVID-19 transmission. 
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Introduction 
Coronavirus disease (COVID-19) that started in Wuhan, Hubei province, 
China, quickly spread worldwide. It causes massive human tragedy and 
economic damage. COVID-19 documented approximately 63 million cases 
worldwide as of November 2020, with more than 1.4 million deaths 
(Brodeur et al., 2021). The rapid spread of the COVID-19 outbreak in 
Indonesia has had a major impact on the Indonesian economy; there has 
been a spike in the number of sufferers with a high fatality rate of 
accumulated data from March 2 to May 4, 2020 as many as 11,192 positive 
cases and 8,452 deaths. Some illnesses caused by the covid-19 virus, such 
as breathing problems, fever, heart attack, kidney failure, and croak, which 
lead people to death (Dissanayake, 2021). It is very worrying and causes 
panic in the government, society, and the business world (Haryanto, 2020). 
A huge impact of the covid-19 virus hit several institutions in Indonesia 
(Fitriyani et al., 2022).  

MSMEs are affected by the Covid-19 Pandemic   (Shafi, Liu, & Ren, 
2020). Covid-19 pandemic affects MSMEs in the world including  Indonesia 
(Amri, 2020; Marsusanti, Riyanto, Yulistria, Syabaniah, & Nugraha, 2021; 
Rosita, 2020; Suryani, 2021; Taufik & Ayuningtyas, 2020). According to 
Naab & Bans-Akutey (2021), the majority of small  business owners have no 
option to survive during the pandemic situation.  At the same time, MSME 
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 is one of the strategic sectors for the world economic survival since it provides the 
employment generations and has the production role and service sectors (Gerald et al., 
2020). 

The Ministry of Cooperatives and SMEs reported that 1,785 cooperatives and 
163,713 were affected by the COVID-19 pandemic. Most cooperatives affected by COVID-
19 are engaged in daily necessities, while the MSMEs sector most affected is food and 
beverage (Amri, 2020). In addition, the number of customers decreased because of social 
distancing restrictions (Pertiwi & Kartika, 2021). Previous research reported that MSMEs' 
performance was influenced by internal and external factors (Dewi Hanggraeni, 2017; 
Purwaningsih & Kusuma, 2015). Therefore, the COVID-19 pandemic is an external factor 
affecting the performance of MSMEs. 

Another qualitative study examining the impact of COVID-19 on MSMEs reported 
a decrease in the turnover of MSMEs actors during the pandemic (Amri, 2020). Similarly, 
the study by Reniati et al. (2019) reported that the turnover of the MSMEs in Bangka 
Belitung was below 10 million, which was lower than before the pandemic. Another 
qualitative research that examined MSMEs found that the threat of COVID-19 affected 
the income decrease of MSMEs (Akpan et al., 2020; Andika et al., 2020; Fathoni, 2019; 
Sarmigi, 2020; Soehardi et al., 2020). The results also showed that the implementation of 
large-scale social restrictions or PSBB decreases the income of MSMEs. The interview 
conducted in the research with several informants, namely MSME entrepreneurs in East 
Java and conducted a literature study found that pandemics such as COVID-19 had a very 
significant impact on reducing the sales income of MSME entrepreneurs by more than  
80% (Wijaya, 2020). The study found that the pandemic impact was enormous on the 
economy due to the extreme decline in sales revenue and excessive concern that it would 
exacerbate the impact of the pandemic that may result in worsening economic conditions 
on a larger scale.  
 Another study on online platform-based business activities in Jakarta using 
qualitative methods reported that COVID-19 pandemic impact was clustered in three 
conditions of business activity, namely: first, stable business survives, namely online 
business, second, the decrease of business is based on visits or the presence of 
consumers, and third, the growing business due to the dynamics and adjustment of 
interactions using online application platforms, including MSMEs that switch to innovative 
health products (Taufik & Ayuningtyas, 2020). Another study gives the solution to COVID-
19  is the development of digital MSMEs that have become an alternative saviour during 
the COVID-19 pandemic (Arianto, 2020). Meanwhile, another study that looked at the 
extent to which the use of e-marketing during a pandemic for the sustainability of MSMEs 
in Pekalongan found that the use of e-marketing had a positive impact on the 
sustainability of MSMEs in the pandemic (Awali, 2020). Other studies also found an effect 
of the COVID-19 pandemic on employee work shifts (Marsusanti et al., 2021). 

According to a previous study, the COVID-19 pandemic significantly impacted 
MSMEs actors in several regions of Indonesia with low turnover and lower income. The 
number of workers has changed, and MSMEs actors must change their marketing strategy 
to survive amid the pandemic. However, according to the author's knowledge, previous 
research has not been carried out comprehensively, so it does not provide a 
comprehensive image of the COVID-19 pandemic on MSMEs. 

The Bandar Lampung banana chip centre is a legendary banana chip centre in 
Bandar Lampung and is one of eleven MSME centres in Indonesia, according to BI in 2019. 
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There are 40 banana chip shops along Gang PU Street in Bandar Lampung. During this 
pandemic, the most affected MSMEs sector was the food and beverage sector, with the 
decline in sales turnover due to the impact of the enactment of the PSBB that restricted 
the movement of people and goods. Therefore, this study will analyze how the COVID-19 
pandemic has impacted MSMEs in the banana chip centre in Bandar Lampung. This is the 
background of this research conducted on the MSMEs in the Bandar Lampung banana 
chip centre. 

This study examined the impact of the COVID-19 pandemic on MSMEs in the 
Bandar Lampung banana chip centre both descriptively and analytically; the findings in 
the field can be analyzed and tested. The tests were conducted to determine the effects 
of the COVID-19 pandemic on MSMEs in the Bandar Lampung banana chip centre. Smart 
Partial Least Square (PLS) is used for testing. This study investigated the impact of the 
COVID-19 pandemic in the second year on the financial performance of MSMEs as well as 
on labor, as well as whether the COVID-19 pandemic affects financial performance 
directly or indirectly through labor. Additionally, this study also investigated the effect of 
labor on financial performance resulting in a model that differs from previous research. 
This study is different from those previous studies that looked at the impact of the COVID-
19 pandemic on financial performance because the impact of the COVID-19 pandemic was 
tested not only for financial performance but also for the labor. Furthermore, the labor 
was tested for the impact on financial performance as well as an intervening variable 
between the COVID-19 pandemic and financial performance, resulting in a model that 
differs from previous studies. Figure 1 shows that in this study, three variables were 
employed: the COVID-19 pandemic, financial performance, and labor. The researchers 
investigated the impact of the COVID-19 pandemic on financial performance and labor, 
as well as the impact of labor on financial performance. The presence of labor was also 
investigated to see the effect on the relationship between the COVID-19 pandemic and 
financial performance as an intervening factor. Previous research found that the 
pandemic had a massive economic impact due to the extreme decline in sales revenue 
and excessive concern that may exacerbate the pandemic impact, potentially worsening 
economic conditions on a larger scale (Wijaya, 2020). Sales turnover and revenue are 
indicators of financial performance. MSMEs' financial performance indicators include 
total assets, number of workers, turnover or sales volume or income and operating profit 
earned by MSMEs over a certain period (Jubaedah & Destiana, 2016; Talom & Tengeh, 
2020). Financial performance is related to the expenses and income of an entity, such as 
costs for the production process, marketing, and employee salaries. Therefore, the entity 
must be able to manage finances effectively and efficiently. A high level of financial 
performance means that the entity has carried out operational activities well, and the 
entity's opportunity to earn high profits can be achieved (Winarsih et al., 2021). Previous 
studies showed a decrease in MSMEs turnover and revenue during the COVID-19 
pandemic. Therefore, hypothesis (H1) is.  
H1: The COVID-19 pandemic has an effect on the financial performance of MSMEs. 
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The COVID-19 pandemic has affected the world economy, including Indonesia. 
With its policy to break the COVID-19 chain, the government has imposed a lockdown and 
social restriction policy. This resulted in business losses and bankruptcy and impacted 
labor (Nuryadi & Lestari, 2020). Based on data from the Ministry of Manpower on April 
13, 2020. As many as 1.2 million formal workers and 212.4 thousand were laid off (Dewi 
et al., 2020). Other studies showed that the COVID-19 pandemic affects labor shifts 
(Marsusanti et al., 2021). Many companies have cut off their employees because they 
cannot pay their wages due to the PSBB policy and the government lockdown to break 
the COVID-19 pandemic chain. Therefore, the hypothesis (H2) is. 
H2: The COVID-19 pandemic affects the labor of MSMEs. 

Based on previous studies, it can be concluded that the COVID-19 pandemic had 
a significant impact on MSMEs actors in several regions in Indonesia, where the turnover 
has decreased, the income has decreased, and MSME actors had to change their 
marketing strategy in order to survive in the midst of a pandemic (Amri, 2020; Marsusanti 
et al., 2021; Rosita, 2020; Suryani, 2021; Taufik & Ayuningtyas, 2020). With the COVID-19 
pandemic, the government implemented a lockdown and PSBB policy to break the COVID-
19 spread by closing schools and workplaces, limiting activities in public facilities and 
places, restricting transportation activities, and health protocols that disrupt normal 
economic activity. This resulted in decreased income and changes in the workforce, such 
as layoffs or a reduction in the number of employees. A change in the number of MSME 
employees affects the size of MSME income, affecting MSME's financial performance. 
Where the number of workers that are not reduced will result in a decrease in income 
because sales turnover decreases during the pandemic. Consequently, the relationship 
between the COVID-19 pandemic and financial performance is indirect when the labor is 
present. Therefore, the hypotheses are as follows. 
H3: Labor affects the financial performance of MSMEs. 
H4: The existence of the labor variable affects the relationship between the COVID-19 

pandemic variable and the financial performance variable. 

 
 

Figure 1. Research framework 
Source: Processed Data, 2021 
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Research Method 

This research was conducted in MSMEs banana chip centre on Pagar Alam Street, Segala 
Mider, Tanjung Karang Barat, Bandar Lampung or known as the legendary name, Gang 
PU. The object of this research is the MSMEs in the banana chip center, Pagar Alam Street, 
Segala Mider, Tanjung Karang Barat, Bandar Lampung. There are about 40 stalls in the 
area. 

This study employed two research methods: descriptive and analytical. The 
descriptive method was carried out to describe the findings in the field in relation to the 
impact of the COVID-19 pandemic on MSMEs at Bandar Lampung banana chip centre. 
While the analytical method is used to analyze the relationship between the variables in 
the field and in the end, a new model obtained the impact of the COVID-19 pandemic on 
the MSMEs in the Bandar Lampung banana chip centre. 

The population in this study is the MSMEs in the banana chip centre located in 
Bandar Lampung, as many as 40 MSMEs. The sample used in this study was the total 
population of 40 SMEs. This study used two types of data, namely primary and secondary 
data. Primary data were obtained directly from the source, namely the MSMEs in the 

Table 1. Research Variables and Indicators 

No Variables Indicators Sources 

1 Covid-19 
Pandemic 

1. PSBB Policy: Close the schools and 
     workplace. 
2. PSBB Policy: Restricting the activities 

in facilities and public areas. 
3. PSBB Policy: Limiting 
     transportation activities. 
4. Health protocol 

(Soehardi et 
al., 2020), 
(Nariswari & 
Putra, 2021) 
 
 

2 Labor 1. Labor has increased working hours 
2. Workers experience full working  
     hours 
3. Laid off workers in a short time 
4. Recruiting workers in a short time 
5. Laid off (unpaid) 
6. Dismissed (not partially) 
7. Dismissed (not full) 

(Martanti et 
al., 2021),  
(Statistik, 
2020), 
(Marsusanti et 
al., 2021) 

 

3 Financial 
Performance 

1. Income is currently increasing 
compared to before the Covid-19 
pandemic 

2. Current income is decreasing 
compared to before the Covid-19 
pandemic 

3. Additional capital is carried out to 
increase income 

4. The addition of manpower is done to 
increase income 

5. Technological improvements are 
made to increase income 

(Amri, 2020)  
(Statistik, 
2020), 
(Soehardi et 
al., 2020)  
(Talom & 
Tengeh, 2020) 
(Destiana, 
2016)  

Source: Processed Data, 2021 
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Bandar Lampung banana chip centre, while secondary data was obtained from various 
sources of the studies and research relevant to this issue. 

Primary data were collected using questionnaires and interviews. Questionnaires 
and interviews to find out the description of MSME actors in Bandar Lampung banana 
chip centres. The data collected in this study include the number of MSMEs in banana chip 
centres that are still actively operating, the number of assets, business turnover, 
education level, age, income, business length, and workers. In determining the sample. A 
purposive sampling method is used, namely the business owner or business leader who 
has been running his business for three years and is willing to fill out the questionnaire. 

Furthermore, the collected data will be processed by categorizing and tabulating 
it, so it is ready to be analyzed with analytical tools. Then the data will be processed using 
Smart PLS. Finally, from these findings, a model will be obtained. 

Smart PLS was used as an analytical tool in this study to test the variables because 
Smart PLS can handle all coefficient directions at the same time, allowing the analysis of 
direct, indirect, and false relationships that cannot be analyzed using regression analysis. 

Table 1 shows this study's variables, indicators, and sources. Each variable has 

an indicator (Amri, 2020; Destiana, 2016; Marsusanti et al., 2021; Martanti et al., 2021; 

Nariswari & Putra, 2021; Soehardi et al., 2020; Statistik, 2020; Talom & Tengeh, 2020). 

 

Result and Discussion 
The respondents in this study were MSMEs actors in Bandar Lampung that run various 
types of businesses. Questionnaires were submitted directly containing a collection of 
questions about the respondents' profile: age, education level, length of business, 
number of labors, assets, turnover, health insurance and the use of technology. Table 2 
shows the descriptive statistics of the respondents. 

Table 2. shows the data on the characteristics of the respondents obtained from 
the questionnaires that were distributed and then collected. Based on Table 2, it can be 
seen that the age level is dominated by the age of 31 to 40 years, while the level of 
education is more than the high education, that is 36.84% for undergraduate education, 
only 13.15%. For the business period, 36.84% is under 5 years while between 5 to 10 and 
is 36.84%; the rest are above ten years. Furthermore, the number of workers is dominated 
by 55.26% and the number of workers under five people, while for assets of 84.21% are 
assets with amount to under 50 million Rupiah, turnover is dominated by 73.68% amounts 
to less than Rp 300,000,000.00. As for health insurance, each company had BPJS Health 
68.42%, and the use of technology used was 63.15%. 

Factor analysis of the variables is shown in Table 3. with the grouping of factor 
loading is above 0.5, it can be interpreted if previously the financial performance variable 
consisted of 5 dimensions into three dimensions, namely the existing factors into one 
dimension that we can name the new change in income after the COVID-19 pandemic, 
Additional Capital is in the form of labor or others to increase income. The COVID-19 
pandemic variable also experienced a grouping that originally consisted of 4 to 3, namely 
PSBB Policy. 

Closing the schools and workplaces; PSBB Policy: Limiting activities in public 
facilities and places; and PSBB Policy: Limiting the transportation activities. It happens that 
every policy and activity carried out during the pandemic continues to implement  
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the health protocols. The Labor variable is grouped into three and is given the 
new name, labor experienced changes in working hours, short-term recruitment of 
workers laid off (unpaid), laid off (not partially), dismissed (not full). 

The results of the Reliability Test on the construct can be seen from the 
Composite reliability and Cronbach Alpha values with more values above 0.7 as seen  

Table 2. Characteristics of Respondents:  Age, Education Level, Length of Business, 
Number of Labor, Assets, Turnover, Health Insurance, Use of Technology 

No Age Frequency Percentage 

1 < 30 7 18.42 

2 31–40 14 36.84 

3 41–50 9 23.68 

4 4) > 51 8 21.05 

No Education Level  Percentage 

1 Basic Education   8 21.05 

2 Middle Education 11 28.94 

3 High Education 14 36.84 

4 Other 5 13.15 

No Length of Business Frequency Percentage 

1 5 years    14 36.84 

2 6-10 years 14 36.84 

3 11 years 10 26.31 

No Number of Labors Frequency Percentage 

1  5 employees   21 55.26 

2 5-10 employees 6 15.78 

3 > 10 employees 4 10.52 

4 Have no employee 7 18.42 

No Assets Frequency Percentage 

1 < Rp 50,000,000.00  32 84.21 

2 Rp 50,000,000.00 – Rp 500,000,000.00 5 13.15 

3 Rp 500,000,000.00 –  

Rp 10,000,000,000.00 

1 02.63 

No Turnover Frequency    Percentage 

1 < Rp 300,000,000.00 28 73.68 

2 Rp 300,000,000.00 – Rp 2,500,000,000.00   3 07.89 

3 Rp 2,500,000,000.00 –  

Rp 50,000,000,000.00 

7 18.42 

No Health Insurance Frequency Percentage 

1 Health BPJS  26 68.42 

2 Health Insurance 9 23.68 

3 Other 3 07.89 

No Use of Technology Frequency Percentage 

1 Already 24 63.15 

2 Not yet 14 36.84 

Source: Processed Data, 2021 
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in Table 4. 
A construct had a strong Convergent Validity value with the AVE value higher 

than 0.50, as seen in Table 4. The construct had met a good Convergent Validity value 
for Financial Performance 0.675 of Covid-19 pandemic 0.791, and labor 0.788. 

According to the Cross-loading requirements, the value between the constructs 
had a better correlation; this can be observed in Table 3. for additional constructs with 
good discriminant validity. 

Meanwhile, based on the discriminant validity criteria, a good comparison is to 
compare the squared value of the correlation between the constructs and the AVE value, 
or the correlation between the constructs and the AVE roots was higher than the 
correlation between the constructs. It can be seen in Table 5. 

Meanwhile, based on testing the second hypothesis (H2): There is an effect of the 
COVID-19 pandemic on the labor of MSMEs. The hypothesis was accepted. The test results 
between the COVID-19 pandemic on the labor had a positive effect 4.20 with a t-statistic 
value of 3.172 and very significant at 0.01, which means that if the COVID-19 pandemic 
increases, the workforce will experience the changes. 

Furthermore, Hypothesis 3 explained that there was an accepted influence of 
labor on the financial performance of MSMEs based on the test results between labor on 
financial performance, and there was a positive effect of 7.23 with a t-statistical value of 
7.028 and very significant at 0.01 this means that if the labor increases, the financial 
performance will change. 

While in Hypothesis 4: The presence of labor affected the relationship 
between the Covid-19 pandemic variable and the financial performance variable, 
either indirectly or directly. Based on the test results, it can be concluded that the  

Table 3. Result of Component Matrix and  Result of Cross Loadings 

 Result of Component Matrix Result of Cross Loadings 

Financial 

Performance 

Covid-19 

Pandemic 
Labor 

Financial 

Performance 

Covid-19 

Pandemic 
Labor 

KK1 0.760   0.760   

KK4 0.801   0.801   

KK5 0.898   0.898   

PC1  0.883   0. 883  

PC2  0.928   0. 928  

PC3  0.856   0. 856  

TK5   0.945   0. 817 

TK6   0.897   0. 945 

TK7   0.817   0. 897 

Source: Processed Data, 2021 

Table 4. Results of Quality Criteria reliability, Cronbach Alpha and Result of Quality 
Criteria 

 Composite Reliability Cronbach Alpha AVE 

Financial Performance 0.861 0.758 0.675 

Covid-19 Pandemic 0.919 0.867 0.791 

Labor 0.918 0.866 0.788 

Source: Processed Data, 2021  
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Table 5. Result of Latent Variable Correlations 

 Financial Performance COVID-19 Pandemic Labor 

Financial Performance 1.000   

COVID-19 Pandemic 0.420 1.000  

Labor 0.767 0.442 1.000 

Source: Processed Data, 2021 

COVID-19 pandemic influenced financial performance both directly and indirectly 
through the labor. While the magnitude of the direct influence coefficient was 0.442 
and the indirect effect was 0.303, it is also seen that the direct effect was greater 
than the indirect effect. 

The COVID-19 pandemic had an impact on financial performance, according 
to the findings of the investigation. The findings of this study were consistent with 
prior research that found the COVID-19 pandemic had an impact on financial 
performance, so the findings of this study are consistent with past research. (Amri, 
2020; Fathoni, 2019; Sayuti & Hidayati, 2020; Soehardi et al., 2020; Wijaya, 2020).  

These findings suggest that improving financial performance can be 
accomplished in various ways, including adding additional capital to hire more skilled 
workers and increasing technology in various fields, particularly in the marketing sector, 
where the shift from traditional to digital marketing is conducted. (Akpan et al., 2020; 
Awali, 2020) 

Furthermore, the analysis result of the impact of the COVID-19 pandemic on the 
labor with the hypothesis showed an effect of the COVID-19 pandemic on the labor found 
that the COVID-19 pandemic affected the labor. It means that with the increase in the 
COVID-19 pandemic, the number of workers will increase. This increase can take the form 
of an increase in the number of laid-off workers and the presence of labors who are sent 
home, either unpaid or partially or fully paid. This research is in line with previous 
research that the COVID-19 pandemic affects labor shifts (Marsusanti et al., 2021; 
Martanti et al., 2021; Nuryadi & Lestari, 2021; Soehardi et al., 2020).   

Additionally, this study also succeeded in accepting the hypothesis that there was 
an influence of labor on financial performance, it showed that an increase in the laid-off 
labor will increase the decrease in financial performance, so we need a special strategy 
carried out by business actors, namely in the form of utilizing technology in various 
production lines as well as recruiting new workers who are oriented towards the use of 
technology. MSMEs can use strategies to survive in their business during the pandemic:  
making sales by utilizing digital technology (laura Hardilawati, 2020; Liguori & Pittz, 2020; 
Nalini, 2021).    

Furthermore, the COVID-19 pandemic has a direct effect on the financial 
performance variable, but it has an indirect effect on financial performance through the 
labor based on the results of the analysis in the fourth hypothesis. It means that to 
increase financial performance in the face of the COVID-19 pandemic, a variety of 
government-supported activities are required, including the addition of corporate capital 
and technology advancements in the framework of firm innovation. 

COVID-19 pandemic has positively affected financial performance and labor, 
which means that the COVID-19 pandemic will improve financial performance with 
additional capital, labor and technology improvements. Meanwhile, as the number of 
labor declines increases during the COVID-19 pandemic, so does the decline in financial 
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performance. It implies that MSME actors must adapt to this situation and change their 
marketing strategy, such as using e-marketing, in order for the business to run smoothly.  

However, the COVID-19 pandemic affects financial and labor performance; this is 
in line with previous research (Fathoni, 2019; Marsusanti et al., 2021; Nalini, 2021; 
Pedauga, Sáez, & Delgado-Márquez, 2022; Rosita, 2020; Sarmigi, 2020; Shafi et al., 2020; 
Wijaya, 2020). Additionally, the new findings report that the COVID-19 pandemic had not 
only a direct effect on financial performance variables but also had an indirect effect on 
financial performance through the labor. 

 

Conclusion 
This study investigated the impact of the COVID-19 pandemic on MSMEs in the banana 
chip centre in Bandar Lampung, specifically testing the effect of the COVID-19 pandemic 
on the financial performance and labor of the MSME in the banana chip centre in Bandar 
Lampung and examining the effect between the variables. Based on this study, the COVID-
19 pandemic impacts both financial performance and labor. Furthermore, the labor. The 
COVID-19 pandemic had a direct or indirect impact on financial performance. The labor, 
on the other hand, had an impact on financial performance. The discovery of direct and 
indirect impacts of the COVID-19 pandemic on financial performance, with labor acting as 
an intervening variable between the COVID-19 pandemic and financial performance that 
is the main strength. It suggests that the changes in the labor will have an impact on the 
COVID-19 pandemic to financial performance. According to the findings, MSME actors 
should adapt to the changes in consumer behavior, such as obtaining information, 
utilizing, and buying, during the COVID-19 pandemic by taking the methods to 
accommodate the changes in consumer behavior, such as leveraging technology. 

This study is limited to banana chips MSMEs; different sectors may result in 
different results. Therefore, for future research, it is suggested to employ other sectors 
and add the other variable that is suspected to influence the performance of MSMEs in 
the COVID-19 pandemic. 
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