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ABSTRACT

One of the biggest challenges for MSMEs during the Covid-19 pandemic is to transform to digital
technology. Some of the big challenges include: first, the level of digital ecosystem connectivity is still
limited. This study aims to deepen the strategies carried out by woven handicraft SMEs in adapting to the
digital world during the Covid-19 pandemic. Digital transformation for MSMEs is a necessity during the
current pandemic, but it is also inseparable from the challenges that accompany it. The weaving handicraft
UMKM players in particular have a strategy that must face various obstacles. One of the most important
obstacles is the difficulty of adapting to digital technology, in this case online marketing in various forms.
MSME:s are forced to design strategies to enter the digital ecosystem. This article argues that MSMEs will
be tested for resilience in the midst of a crisis in order to exploit their resources and take innovative steps.
This article makes the weaving craftsmen in Gianyar Regency the subject of research. The method of data
collection is done by observation and in-depth interviews. Data classification and analysis were carried
out using the principles of qualitative methods.

1. INTRODUCTION

One of the biggest challenges for MSMEs during the Covid-19 pandemic is to transform to digital
technology. Some of the big challenges include: first, the level of digital ecosystem connectivity is still
limited (Aarikka-Stenroos & Ritala, 2017; Etzkowitz et al.,, 2008). The latest data from the Ministry of
Cooperatives and MSMEs shows that currently MSMEs are connected to the digital ecosystem only about
13% or around 8 million business actors (Audretsch & Belitski, 2017). Second, being connected to the
digital ecosystem does not automatically make business actors successful. After the MSMEs are connected
to the digital ecosystem, they must compete with existing digital business actors. At this point, not all
MSMEs have the ability to compete and have a digital ecosystem (Sondari, 2014). Third, one of the
characteristics of a business in the digital market is that it needs a fast and reliable response. Indonesian
MSMEs, which are thick with informality and relatively unfamiliar with modern management, stutter to
face the characteristics of this market (Malecki, 2011). Fourth, limited digital literacy. The knowledge and
skills of informal sector businesses to use digital media, communication tools and available networks by
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finding, evaluating, and creating and using information related to the business they are engaged in are still
very limited. One example of the need to master digital literacy is related to sales materials (Jennen et al.,
2016; Jurado & Battisti, 2019).

In contrast to businesses that are run in a conventional way, doing business using a digital
platform requires a product catalogue to make it easier for consumers to find (Jurado & Battisti, 2019;
Krueger & Carsrud, 1993). Of course, product catalogues cannot be made haphazardly, because in a
digital-based business, consumers are very easy to skip. Catalogues are made according to category, size,
colour, and even product stock that is still available. That way, regardless of the search form, consumers
will find the best answers in our product catalogue. Fifth, in addition to digital literacy, MSME literacy on
aspects of financial management is also is still an issue that must be resolved, especially in the context of
response to a crisis situation. This is very relevant because the latest study shows that financial literacy is
proven to have a positive influence on the business performance of MSMEs. Financial management
creativity is required by business actors in situations of limited financial resources and uncertainty of
business cash flows (Henrekson & Sanandaji, 2014; Mirzanti et al., 2015).

The process of adaptation and strengthening resilience has a double meaning for MSMEs. In the
short term, this process is expected to be able to minimize the failure rate of MSME actors during the
pandemic period, while the long-term impact of the sustainable adaptation process can bring MSMEs to be
more competitive, independent, resilient, and become major players in the national economic structure
(Reymen et al.,, 2017; Sarasvathy & Dew, 2005). With a supporting infrastructure, MSMEs with digital
literacy that are quite competitive enter digital markets that cross borders and across time. Furthermore,
MSMEs will be more independent because they grow and are rooted in social connections and more
resilient because they are ready, accustomed and flexible to respond to change through emergent
strategies.

Therefore, entrepreneurship plays a very important role in promoting the sources of resilience
through their attitudes and behaviour (Spigel & Harrison, 2018; Wanita, 2015). A thick culture of
informality and a simple organizational governance structure in informal sector businesses allows
emergent strategies to be implemented. Business processes and decisions run spontaneously and develop
from time to time, do not require formal planning, as a form of response to changes in environmental
situations. At the same time, access to social capital needs to be maintained and includes building trust
and empowerment with employees and stakeholders so as to create social embeddedness on the one
hand, and adaptive capacity on the other. It is hoped that the above sources of individual resilience can be
internalized in the work culture of the organization and adopted by employees so that the business being
run is more resilient to external pressures (Sondari, 2014; Stam & Spigel, 2016).

2. METHODS

The qualitative method is used in this article by conducting in-depth observations and interviews
with weaving SMEs craftsmen in Gianyar Regency. One of the interviewees was Ida Bagus Adnyana of
Putri Ayu weaving in Blahbatuh, Gianyar Regency. Interviews were also conducted with the weaving
craftsmen at the weaving location. All in-depth interview data and observations were then classified and
analyzed to build arguments related to the SMEs strategy of weaving crafts to transform into digital
formats in running their business. The observation method is one way of collecting research data on
SMWE:s business actors. This method can be observed directly associated with the phenomena that exist
at the research location and the required data. In simple terms, observation is the process of researchers
in looking at the research situation. Tools used in observations are observation sheets, checklists, event
records, and others. In this case, the researcher directly visited the SMWEs, which was determined
through the sample criteria to distribute the questionnaire. The results of this observation become a
source of data for researchers to obtain data in taking research samples. Through searches conducted
regarding research samples, there were 43 SMWEs primarily managed by women. The questionnaire's
preparation uses vital indicators built from relevant theories and then compiles a closed questionnaire in
the form of structured questions for each variable. Then the results of the data will be analyzed to be used
as a reference in research. We collect data using a Questionnaire for Small and Medium Enterprises to see
how SMWESs views their interest in E-Commerce services. The questionnaires were distributed directly to
the field by complying with the Covid-19 health protocol. In calculating the questionnaire, the researcher
used a 5-point Likert scale. We conducted a literature study by collecting data and theories relevant to the
problems, including relevant articles, journals, books, and previous research.
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3. RESULTS AND DISCUSSIONS
Results
Characteristics of respondents

The pandemic came to surprise us all, destroying work structures and patterns, revising social
relations, and tearing up the normal life patterns of the past. The changes that occurred during the Covid-
19 pandemic were fundamental and permanent, permeating to the bottom of the structure of society.
Health, economy, education, transportation, tourism, and logistics are just a few examples of sectors
experiencing disruption. Likewise, the management of MSMEs is constantly changing. Adaptation is the
only answer so that the probability of survival is maintained. Adaptation can also be a momentum to
reorganize ways of managing MSMEs to be more resilient, which is characterized by the integration of
health protocols in business decisions, adoption of digital transformation, strengthening social capital, and
continuous innovation in business models. Efforts to develop adaptation to a new normal present both
opportunities and challenges.

Persistence in managing and finding solutions to existing challenges is the basis for strengthening
MSME resilience, while intelligence in capturing and exploiting opportunities is another dimension to
encourage resilience and accelerate business in the pandemic era. For MSME actors who can read and
adapt to changes in consumer behavior and purchasing patterns, several opportunities can be exploited.
Some of the opportunities for MSME actors include: first, entering the digital ecosystem. The digital
ecosystem offers a wider marketing reach for pre MSMEs. Not only easy access, across time, and across
locations, ecosystems. Second, the extensification of modes and digital technology. At the moment,
companies that are starting to digitally transform may still focus on the sales aspect. However, in the
future, the scope of digital transformation can be expanded to other business aspects, such as the use of
digital order processing to increase the efficiency of the production process through automation, the
adoption of machine learning, and artificial intelligence to optimize supply chain performance, and the use
of big data and artificial intelligence to optimize customer experiences.

Third, enter the business sectors that provide positive business prospects. Not all business
sectors receive the negative impact of the pandemic. Several business sectors, such as the production of
medical equipment (masks, PPE, face shields), the production of immune-supporting materials (honey,
health supplements, herbs, etc.), processed food products, and agricultural products actually have more
growth opportunities. Big in this pandemic era. MSME actors must of course be proactive and responsive
to take advantage of these opportunities, so that they can navigate the business they run so they don't sink
into the crisis puddle. Fourth, rebuild cooperatives as pillars of the national economy. Efforts to realize the
new normal implies the congruence of economic affairs, health affairs, and the benefit of society. This
spirit is very relevant to the spirit of cooperative associations that present mutual benefits between
members based on common interests. Movements that rely on reviving social connectivity will play a
more powerful role when orchestrated in a modern and professional cooperative entrepreneurship
forum. Cooperative entrepreneurship can be realized through three main pillars, namely: the
entrepreneurial attitude of members and management, a strong desire and real effort to initiate and
produce new products and services, and a serious effort to complement each other's weaknesses and
strengths between members, both in terms of capabilities, resources, products, markets, and technology.

In addition to the opportunities described above, the challenges faced are no less severe. These
challenges include: first, the level of connectivity of the digital ecosystem is still limited. The latest data
from the Ministry of Cooperatives and MSMEs shows that currently MSMEs are connected to the digital
ecosystem only about 13% or around 8 million business actors. Second, being connected to the digital
ecosystem does not automatically make business actors successful. After the MSMEs are connected to the
digital ecosystem, they must compete with existing digital business actors. At this point, not all MSMEs
have the ability to compete and have a digital ecosystem. Third, one of the characteristics of a business in
the digital market is that it needs a fast and reliable response. Indonesian MSMESs, which are thick with
informality and relatively unfamiliar with modern management, stutter to face the characteristics of this
market. Fourth, limited digital literacy. The knowledge and skills of informal sector businesses to use
digital media, communication tools and available networks by finding, evaluating, and creating and using
information related to the business they are engaged in are still very limited. One example of the need to
master digital literacy is related to sales materials. In contrast to businesses that are run in a conventional
way, doing business using a digital platform requires a product catalog to make it easier for consumers to
find. Of course, product catalogs cannot be made haphazardly, because in a digital-based business,
consumers are very easy to skip. Catalogs are made according to category, size, color, and even product
stock that is still available. That way, regardless of the search form, consumers will find the best answers
in our product catalog. Fifth, in addition to digital literacy, MSME literacy in financial management aspects
is also still an issue that must be resolved, especially in the context of responding to a crisis situation. This

Ni Luh Wayan Sayang Telagawathi / Digital Transformation Strategy for Handicraft SMEs during the Covid-19 Pandemic in Gianyar
Regency, Bali



International Journal of Social Science and Business, Vol. 6, No. 1, 2022, pp. 47-52 50

is very relevant because the latest study shows that financial literacy is proven to have a positive influence
on the business performance of MSMEs. Financial management creativity is needed by business actors in
situations of limited financial resources and uncertainty of business cash flows.

An ecosystem is the unification of different industrial entities into a new organization. This new
organization offers something different than before, which the company or industry sector would not be
able to do alone. By shaping the ecosystem, market participants have the ability to fulfill what customers
want most. Because, what often happens is that companies do not fully understand the needs of their
customers. Because of that, now traditional companies are starting to realize how to change their business
models so they don't go bankrupt. Another perspective reveals that an ecosystem can be defined as “a
living community that relates to various non-living components in the environment, interacting as a
system”. From the above understanding, it can be defined that the "entrepreneurial ecosystem" is the
union of various components, be it HR (Human Resources), facilities, regulations and various other things
in forming an entrepreneurial culture. Business models are constantly changing and evolving. If post-
World War until 1980 the business model was a conglomeration with cross-industry operations, then in
the 1980s until now, companies have become specialists that only focus on one industry. In the future,
with the increasing collaboration ecosystem, the boundaries of the industrial sector will become blurred.
Traditional companies will be more agile because they can adapt their information technology
infrastructure to suit the company's operational needs.

Discussion

Business resilience is a form of business unit capacity—in this case, MSMEs—to bounce back
from difficulties and failures. Businesses that have high resilience can be seen from three important
characteristics, namely: first, MSMEs that can guarantee the sustainability of their business even though
they are hit by waves of uncertainty, both from internal and external sources. Second, MSMEs deal with
uncertainty by using survival capital (Mirzanti et al., 2015; Olugbola, 2017). The product and the scope of
business have not changed even though the income barely covers the expenses. In survival capital,
business focus is directed to minimize losses that occur. MSMEs with high resilience can get through this
difficult period and move into growth mode as soon as possible. The third characteristic is that MSMEs are
able to re-orient and renew their business (Malecki, 2011; Mason & Brown, 2014). In the face of
uncertainty, MSMEs sometimes need to take revolutionary steps by changing the direction of their
business, modifying their business model and conducting business renewal. Target consumers may need
to be changed, supply chain configurations need to be modified, distribution channels need to be
rearranged, communication strategies need to be reorganized, cost structures need to be dismantled, and
of course production systems and processes need to be adapted to the characteristics of the current
business environment.

The characteristics of MSMEs naturally do not present resilience in business. The resources
owned by MSMEs are usually limited. The capital used is relatively small, access to external funding is very
limited, the technology used is simple, and the composition and competence of human resources is also
relatively low (Krueger & Carsrud, 1993). This puts MSMEs in a position that is vulnerable to the risk of
external pressures. Although MSMEs are very vulnerable and do not have adequate social capital for their
survival in times of crisis, the role of MSME owners in driving their entrepreneurship is very central.
MSME owners will usually double as managers who play a vital role in the survival of MSMEs in times of
crisis. The entrepreneur's vision from the owner will usually be the center of authority and decision
making. The owner-manager is in charge of almost all strategic and daily operational decisions. Existing
personnel only act as assistants, receiving instructions and usually have very little initiative. In the context
of MSMEs, the development and adaptation of business resilience is reflected in the attitudes, behavior,
and activities of the owner-manager (Jennen et al., 2016; Jurado & Battisti, 2019).

The resilience of MSMEs is largely determined by the entrepreneurial attitude of the MSME actors
themselves. Positive attitude towards risk, accustomed to and excelling in the face of ambiguity, staying
positive when facing difficulties, seeing crises as opportunities to renew the business, proactively taking
initiatives, and trained in identifying opportunities that were not previously exploited. These attitudes
show the existence of entrepreneurial resilience and this is the basis for creating business resilience in the
context of MSMEs which tends to be relational, contextual, and behavioral rather than structural and
resource intensive (Isenberg, 2011; Jacobides et al., 2006). The adaptation and combination of the digital
media portfolio used is certainly closely related to the type of product, consumer targets, and digital
literacy owned by MSME actors. The growth of the e-commerce market is very promising, not only
because of the social restriction policies imposed by the government during this pandemic. Trading with
digital modes promises benefits not only for producers but also for consumers. The market mechanism
becomes more transparent. Consumers can easily make comparisons of products and services, features,
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and prices, without having to move from their seats. Consumer satisfaction is also more transparent
because of the rating mechanism (Aarikka-Stenroos & Ritala, 2017; Acs etal., 2017).

The third important point is to redefine and exploit social capital. Crisis conditions provide
valuable lessons on the importance of social connections (Etzkowitz et al.,, 2008; Etzkowitz & Klofsten,
2005). Crisis cannot be overcome if everyone works individually. Social connection is understood as a
source of resilience at the individual level. The existence of social connections allows individuals to have
informal support mechanisms. Resilience can be generated from the social embeddedness of MSME actors
in business and from the social support provided by employees and other stakeholders. Social connections
not only offer benefits to help run business processes and carry out business development, but are also
proven to be able to provide backup resources when a crisis strikes (Al-Abri et al., 2018; Carayannis &
Campbell, 2010). The fourth important thing is to hone the readiness to reorient the business and change
the business model. The Covid-19 pandemic has disrupted market structure, consumer behavior and
business governance. Running a business with the business as usual mode is certainly not compatible in a
pandemic situation like today (Audretsch & Belitski, 2017; Chandler et al., 2011).

There are several strategic options that MSMEs can take in responding to the disruption caused
by this pandemic. Among them are: first, exploit requests. During the pandemic, the demand for food from
food businesses such as Gudeg, noodles, dumplings, etc. is still high, but buyers don't dare to buy with
eating mode in places like they did before the pandemic. SMEs engaged in the food sector can exploit this
demand by serving these foods frozen or in cans (Conrad & Cassar, 2014; Etzkowitz & Leydesdorff, 1995).
The second thing, expand resources. Seeing the trend of changing consumption patterns and the
increasing demand for frozen and canned packaged food, several food businesses have started to adopt
canned packaging technology and the use of frozen food to expand their business scope. The third point,
acquire new capabilities. This strategy is mostly done by fashion businesses. They responded to the low
demand for clothing products by building their capabilities and capabilities to produce personal
protective equipment. Production capacity and unemployed employees to make fashion products are
encouraged to learn new skills in producing PPE, so that in the future there will be opportunities to serve
new segments. Fourth, scaling-up is the most aggressive strategy choice. This strategy encourages
accelerated business growth to take advantage of existing opportunities.

4. CONCLUSION

The digital transformation strategy of weaving SMEs in this pandemic period is a necessity.
Therefore, the only way is to adopt digital transformation. To respond to changes in people's behaviour
due to physical and social restrictions, SMEs in weaving craft need to migrate from offline-based
businesses to online-based channels. Electronic commerce (e-commerce) is a necessity for business actors
during this pandemic and also in the future. The variety of choices stretches from digital technology that
can be used by MSME actors. At this moment, it is very necessary for the survival efforts of SMEs in
weaving craft to create a gradual and long-term strategy for the sustainability of their business.
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