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Abstract  

Digital transformation is one that has been accelerated in response to the COVID-19 

pandemic that has hit the world since the end of 2019. As a sector that has proven reliable in 

facing the SME crisis, it is encouraged to accelerate its digital transformation process due to 

the distance limitation policy imposed during the pandemic. This article aims to assess the 

importance of understanding the right digital transformation model for each SME, especially 

in taking advantage of the accelerated momentum due to the social restriction policies 
imposed during the COVID-19 pandemic, because choosing the right model will provide a 

better probability of successful transformation. This research is qualitative research through 

content analysis to produce a theoretical model construction of the digital transformation 

model for SMEs in Indonesia which we call the reasonable digital transformation model for 

SME (R-DT for SME). The conclusion obtained is that based on the mapping of the digital 

transformation of SMEs in Indonesia on the R-DT model, it can be concluded that: (1) The 

main trigger for DT UKM is the external driver, not many internal drivers have been found, 

especially during the COVID-19 pandemic. what is done is still reactive in nature and tends 

to only follow the steps of the transformation of other actors so as not to create a uniqueness 

of the said SMEs which will result in the loss of opportunities to have a competitive advantage 

over competitors; (2) In general, the implementers of DT UKM have set a strategic imperative 
for their decision to carry out digital transformation, but have not set a measurable 

milestones so that the digital transformation carried out cannot be measured the level of 

success; (3) DT which is done in general is to change some of the company's operations to 

digital, this shows the low digital maturity of SMEs in Indonesia today. 
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INTRODUCTION 

Since the end of 2019 and continuing 

throughout 2020, the whole world has been 

busy with the incidence and impact of the 

COVID-19 pandemic. A new type of 

COVID-19 or Corona Virus Diseases was 

first discovered in Wuhan City, Hubei 

Province, China. The outbreak of a 

respiratory disease called COVID-19 by the 

World Health Organization (WHO), was 
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reported on December 31, 2019, and then 

WHO declared COVID-19 as a global 

health emergency of international concern 

on January 30, 2020 (Gallegos 2020). 

Furthermore, WHO declared COVID-19 a 

pandemic on March 11, 2020, because of its 

wide and rapid spread to all continents in 

the world dan globally, as of 7:11 pm CET, 

22 January 2021, there have been 

96,267,473 confirmed cases of COVID-19, 

including 2,082,745 deaths, reported to 

WHO. 

The COVID-19 pandemic not only 

has an impact on health problems but the 

global economy has also been affected, 

including the economy in Indonesia. Many 

countries in the world implement control 

policies. These control policies cover 

contact tracing, isolation, quarantine, 

working from home, and large-scale social 

distancing. In Indonesia itself, this control 

policy has a profound impact on socio-

economic activities. COVID-19 has stopped 

economic activities in Indonesia because 

many companies have closed their 

businesses, resulting in a very high 

unemployment rate. 

This article will further focus 

specifically on the impact of the COVID-19 

pandemic on the SME sector. MSMEs as a 

pillar of the Indonesian economy have 

proven to be the strongest to survive during 

previous crisis conditions such as the 1998 

crisis where when many large businesses 

and banks went bankrupt, SME exports 

increased 350% (Santia 2020) also feel the 

tremendous impact amid the COVID-19 

pandemic. Based on data from the ministry 

of cooperatives and MSMEs, 90% of 

UMKM activities are disrupted due to the 

COVID-19 pandemic (Kristianus 2020). 

The implementation of large-scale social 

restrictions has made the sales of SMEs 

decrease due to the prohibition of activities 

in public places, including work activities 

that must be done at home. The COVID-19 

pandemic has greatly affected the 

sustainability activities of SMEs in 

Indonesia and other countries. The COVID-

19 pandemic resulted in reduced demand 

for MSME products, which affected the 

company's financial condition (cash flow), 

which in turn caused MSMEs to be unable 

to pay credit, interest, and even taxes 

(Santia 2020). 

Many experts claim that increasing 

the productivity and performance of SMEs 

requires the role of digital technology 

(Papadopoulos, Baltas, and Balta 2020). 

Digital technology plays an important role 

in the performance of SMEs in this time of 

large-scale social restrictions. Most of the 

business and administrative processes must 

be done digitally. As a result, digitization in 

the SME business is not only carried out in 

the business process from the company to 

the customer but also in the process from 

the company to the employee. This makes 

SMEs and customers infrastructure ready 

for digital transformation. Data from the 

Ministry of Cooperatives and MSMEs, 

currently there are 64 million MSME 

players, and only around 8 million or 

around 13% are already connected to the 

digital world (D. Andriani 2020).  

This article aims to assess the 

importance of understanding the right 

digital transformation model for each SME, 

especially in taking advantage of the 

accelerated momentum due to the social 

restriction policies imposed during the 

COVID-19 pandemic, because choosing the 

right model will provide a better probability 

of successful transformation.  
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Academics are accustomed to using 

the term "digital transformation" as a term 

to express organizational change influenced 

by digital technology. Digital 

transformation causes changes driven by 

technological developments in both 

organizations and society. According to 

(Henry Lucas et al. 2013). These changes 

relate to adjustments to business processes, 

changes in the relationship between the 

company and employees and customers, 

and market conditions. Digital 

transformation and the resulting business 

model innovations have fundamentally 

changed consumer expectations and 

behavior, suppressed traditional firms, and 

disrupted many markets (Verhoef et al. 

2019). Ongoing changes in customer needs 

and behavior are forcing companies and 

public administrations to take the lead in 

digital transformation (Nachit and Belhcen 

2020). All sectors require change and 

digital transformation is a process that 

many organizations or companies do. 

Furthermore, the literature review in 

this article is carried out to identify research 

questions that are then relevant to reviews 

related to the main theme, namely digital 

transformation (DT) in Small and Medium 

Enterprises (SMEs) in Indonesia. Flow 

model adapted from (Verhoef et al. 2019) 

can carefully construct a clear DT flow 

model as shown in Figure 1 below. 

 
Figure 1. DT Flow Model (Verhoef et al. 2019) 

 

Through the DT flow model above, 

the research questions for writing this 

article are arranged systematically as 

follows, namely First there is a plausible 

reason why Indonesian SMEs do DT during 

the COVID-19 pandemic, Second is a 

plausible explanation of the existence of the 

current and/or existing DT phase. was 

carried out by Indonesian SMEs during the 

COVID-19 pandemic, and Third is a 

plausible explanation of the strategic 

imperative DT that has been and/or should 

be carried out by Indonesian SMEs during 

the COVID-19 pandemic period. 

 

Reasons for UKM Doing DT 

SME entrepreneurs assess how the 

needs arising from COVID-19 because a 

business crisis can affect their business. 

Several indicators can be used to evaluate 

its reactive capacity and understand the 

impact of digital change whether it can 

reduce the negative impact of the COVID-

19 crisis. After conducting external and 

internal analysis, SMEs must determine 
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their business models. Digital 

transformation not only introduces new 

technology to existing activities, but also 

the process of redesigning all business 

models (Fitriasari 2020). 

The distance limitation policy 

imposed by the government in almost all 

countries has changed people's behavior in 

all aspects of their social life. This change 

of course affects customer expectations and 

behavior to be more inclined to use digital 

interaction devices (digital behavior). This 

change in behavior towards digital is one of 

the triggers for the acceleration of digital 

transformation, in addition to the very rapid 

development of digital technology and 

intense competition (Verhoef et al. 2019). 

 

The existence of the DT Phase conducted 

by UKM 

In general, the DT phase consists of 

the digitization phase, the digitalization 

phase, and the digital transformation phase, 

Digitization is an action to convert analog 

information into digital information, 

digitalization explains how IT or digital 

technology can be used to change existing 

business processes, while digital 

transformation is a phenomenon in across 

companies with broad organizational 

implications where the core business model 

of the company can change through the use 

of digital technology (Verhoef et al. 2019). 

In their article (Zaoui and Souissi 2020) 

categorizing the next phase of DT for 

mapping needs, we selected several 

categories in the phase, namely the defining 

strategy phase and milestones, the strategic 

imperative targeting phase, the information 

technology integration phase, and the full 

implementation phase. 

 

DT Strategic Imperative Performed by 

UKM 

DT is causing profound, technology-

driven change to organizations and society. 

The fundamental characteristics of DT are 

the complex innovation of digital 

technology in all societal systems, changes 

in market fundamentals, volatility, 

reshaping of boundaries, as well as 

fundamental changes in business models  

(Kossowski et al., 2020). 

The follow-up to the existence of the 

DT phase will have strategic imperative 

consequences for SMEs. Quoted from 

(Priyono, Moin, and Putri 2020), it was 

found that the choice of SME strategy in 

conducting DT during the COVID-19 

pandemic can be classified into 3 degrees of 

digital strategy, namely First, SMEs with a 

high level of digital maturity who answer 

challenges by accelerating the transition to 

digital companies; Second, SMEs 

experiencing liquidity problems and low 

levels of digital maturity decide to only 

digitize the sales function; and Third, SMEs 

that have very limited digital literacy but 

are supported by high social capital will 

solve the challenge by finding partners who 

have excellent digital capabilities. 

 

RESEARCH METHODS 

The analysis is carried out in the form 

of a documentary review through content 

analysis which consists of scanning the 

literature in detail on the subject to identify 

common threads and understand the 

thoughts around them. This research is 

qualitative and aims to produce a 

theoretical model construction. The 

documentary review methodology provided 

this qualitative data for the study. Current 

techniques and methods that have been 

documented by the author in literature, 
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journals, press papers, and other public 

sources have been surveyed and common 

threads identified and crystallized (Kode, 

Ford, and Sutherland 2003). 

Qualitative method choose because it 

is the most suitable approach to explore and 

understand phenomena and answer 

questions that arise. We selected an 

exploratory case study design suitable for 

research in new areas where "little is known 

and literature is scarce" and therefore used 

to generate new research questions that can 

be explored further in future research 

(Nachit and Belhcen 2020). 

Since the writing of this article was 

carried out only through the analysis of the 

literature construct, the findings of this 

study have not been empirically validated. 

The bias of research results may occur due 

to the limitations of sampling techniques 

and literature sources. Furthermore, to 

ensure the novelty of the construct result 

model, the data for selected content analysis 

are documents, articles, and/or other 

scientific works published throughout 2020, 

and previous publications are excluded for 

relevant theoretical citations. 

 

ANALYSIS AND DISCUSSION 

When reviewing the literature 

defining digital transformation, definitions 

vary depending on perspective and 

perception. There are many differences of 

opinion among researchers about how 

digital transformation should be supported 

(Zaoui and Souissi 2020). Based on a 

critical review of previous research 

literature, we propose a conceptual model 

of DT for SMEs that can be adapted by 

Indonesian SMEs which we call a 

reasonable digital transformation model for 

SMEs (reasonable digital transformation 

model for SMEs/R-DT model for SME) as 

shown in Figure The following 2. 

 
Figure 2. Reasonable Digital Transformation Model for SMEs / R-DT Model for SME 

 

The R-DT model is a simplification 

of the flow model (Verhoef et al. 2019) to 

facilitate its implementation in SMEs 

according to digital maturity literacy and 

liquidity capabilities (Priyono, Moin, and 

Putri 2020). Driver identification is carried 

out at the initial step of the model to ensure 

the level of urgency of implementation, for 

example, the internal driver certainly has a 

relatively low urgency compared to the 

trigger for a pandemic condition (external 

driver) or at one time the internal driver in 

the form of operational digitization efforts 

can have a higher urgency with efficiency 

considerations when compared to external 

drivers in the form of changes in 

technology trends. The translation phase at 

the next stage is also important to ensure 

that the objectives of DT have been set 

complete with clear achievement measures 

and finally the management's decision to 

choose a strategic imperatives related to the 

outcome of the implementation of DT is to 
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change the company's business model to be 

fully digital, 

Furthermore, we use the R-DT model 

to review the top 60 by ranking scientific 

papers available to read in full online 

articles about DT in SMEs in Indonesia 

published throughout 2020. Scientific paper 

articles for this review need are searched 

using the Harzing's Publish or Perish 

application. from the Google Scholar 

source for the 2020-2021 search year range. 

 

Table 1. R1-Reasonable Driver Mapping 

 Internal Driver External Driver 

R1-Reasonable Driver (Safitri and Vebriani 2020), 

(Zahiroh 2020), (R Taqiyya 

and Riyanto 2020), (Lita and 

Surya 2020), (Pramawati, 

Putri, and ... 2020), 

(Rahatmawati, Istanto, and 

... 2020), 

(Ardiani and Putra 

2020),(Suhardi et al. n.d.), 

(Sadiyah and Candra 

2020),(Purbasari, Muttaqin, 

and Sari 2020) (Komalasari 

et al. 2020), (Farizki et al. 

2020), (Rizal et al. 2020), 

(Priyatna, Prastowo, and 

Syuderajat 2020), (Wibowo 

et al. 2020), (C. Andriani 

and Fitria 2020), (Kennedy, 

Tampubolon, and ... 2020), 

(Sasongko et al. 2020), 

(Sudaryana et al. 

2020),(Krisnahadi 2020) 

(Lestari and Saifuddin 

2020), (Redjeki and Affandi 

2021)(Sukma, Hermina, and 

Novan 2020) (Santoso et al. 

2020) 

 

Based on a search of 60 journals 

obtained from Harzing's Publish or Perish 

application from Google Scholar sources 

for the search year span of 2020-2021, 20 

journals can be classified as internal drivers 

and external drivers. Forty other journals 

are not included in the classification 

because they are training journals and 

general DT articles. 

We categorize 7 journals into internal 

drivers which state that there are several 

SMEs that have been studied for digital 

transformation in the company because of 

the need for companies to improve 

company performance. There are thirteen 

classifications for external drivers which 

state that there are external measures that 

increase the motivation of MSMEs to 

improve performance with digital 

transformation. The existence of the Covid 

19 pandemic is a major element of digital 

transformation through external elements 

From the analysis of previous research 

content regarding the reasons for doing DT 

UKM in Indonesia as shown in Table 1 

above, it was found that during the 

pandemic period most of the reasons came 

from external drivers, while other articles 
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for example(Purbasari, Muttaqin, and Sari 

2020) only provides a qualitative review of 

the internal reasons for the driver. The 

implication of the reason why the DT UKM 

originated from the external driver resulted 

in the lack of DT variants in SMEs in 

Indonesia. 

 

Table 2. R2-Reasonable Phases Mapping 

 Not yet defined Strategic Imperatives Measurable 

Milestones 

R2-Reasonable 

Phases 

(Allivia 

2020)(Muzdalifah, 

Novie, and 

Zaqiyah 2020) 

(Hartanti and Oktiyani 

2020; Purbasari, 

Muttaqin, and Sari 

2020)(Komalasari et 

al. 2020)(Rahmah 

Taqiyya and Riyanto 

2020)(Nurhavina 

2020)(Saragih 2020) 

(Rahmah Taqiyya and 

Riyanto 2020)(Sukma, 

Hermina, and Novan 

2020) (Krisnahadi 

2020) 

 

In line with the results of the mapping 

of reasons for doing DT, most of which 

come from external drivers, as the results of 

the analysis of the content of the DT phase 

in SMEs are reactive and follow the market, 

namely finding uniformity of strategic 

imperatives to utilize digital marketing only 

without setting measurable milestones 

against the strategic imperatives chosen. 

Measurable milestones are found only in 

the article (Krisnahadi 2020; Rahmah 

Taqiyya and Riyanto 2020). 

 

Table 3. R3-Reasonable Strategic Imperatives Implementation Mapping 

 Not yet 

defined 

To be Digital 

Business 

To be Digital 

Operation 

To be Digital 

with Partner 

R2-Reasonable 

Phases 

(Muzdalifah, 

Novie, and 

Zaqiyah 2020) 

(Purbasari, 

Muttaqin, and 

Sari 

2020)(Nurhavina 

2020) 

(Hartanti and 

Oktiyani 

2020)(Allivia 

2020)(Komalasari 

et al. 

2020)(Sukma, 

Hermina, and 

Novan 2020) 

(Krisnahadi 

2020)(Saragih 

2020) 

(Rahmah 

Taqiyya and 

Riyanto 2020) 

 

Furthermore, the results of content 

analysis on the implementation of DT in 

SMEs in Indonesia, most SMEs in 

Indonesia implement DT in the 'to be digital 

operation' area. An explanation of this has 

been presented(Priyono, Moin, and Putri 

2020) with the care that SMEs experiencing 

liquidity problems and low levels of digital 
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maturity decide to only partially digitize 

their business functions. 

 

CONCLUSION  

Based on the analysis and discussion 

above, we conclude that based on the 

mapping of the digital transformation of 

SMEs in Indonesia on the R-DT model we 

have developed, it can be concluded that: 

(1) The main trigger of DT UKM is 

external driver, not many internal drivers 

have been found on DT UKM especially 

during the COVID-19 pandemic, the 

transformation carried out was still reactive 

in nature and tended to only follow the 

steps of the transformation of other actors 

so that it did not create a uniqueness of the 

said SMEs which resulted in the release of 

opportunities to have competitive 

advantages against competitors; (2) In 

general, the implementers of DT UKM 

have set a strategic imperative for their 

decision to carry out digital transformation, 

but have not set a measurable milestones so 

that the digital transformation carried out 

cannot be measured the level of success; 

Based on the above conclusions, we 

can provide recommendations to 

researchers/academics, SMEs in Indonesia, 

digital service platform providers, and the 

government as follows. Researchers/ 

academics can use the R-DT model to carry 

out further research to evaluate the model 

for improvement and/or provide a flow 

model that can describe decision-making 

steps in determining strategic imperatives 

and measurable DT milestones. SMEs can 

use the R-DT model to guide the choice of 

strategies for implementing DT 

comprehensively and measurably. Digital 

service platform providers can use the R-

DT model to identify opportunities for 

providing digital service platforms for 

SMEs. 
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