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EXECUTIVE SUMMARY

Many companies listed on the
Indonesia Stock Exchange (IDX)
struggled to adapt to COVID-19 and
global pandemic conditions.

The crisis triggered lockdowns that affected trading,
and businesses had to significantly improve digital
operations in a short period. In this context, we
mapped the response of IDX-listed companies to
COVID-19 in terms of their digital footprint and
posed the question, ‘are these enterprises able to
respond to the pandemic-induced crisis?’ and if so,
what was it that made their responses effective?
Our research provided further insights on drivers of
digital readiness and digital innovation as well as
the impact of digitalisation on general performance,
particularly in responding to the crisis.
The study collected responses from 204 companies out of the
general population of IDX-listed businesses, representing 31 percent
of a total of 688 companies. This report includes further discussion
of how organisations have adapted products, services and internal
structures due to COVID-19, as well as analysis of the need to train
staff, or ‘human capital’, with skills in digital readiness and digital
innovation.
This report identified several key points:
• Large and medium-sized companies display differentiated
behaviour when it comes to seeking advice from consultants.
• Businesses with higher connectivity within the top management
team (TMT) members are more adaptive to COVID-19 conditions.
• Medium-sized companies are more likely to seek advice from a
variety of sources than large enterprises.
• Companies in stable environments are less likely to reach out to
industry peers for advice.
• Companies in dynamic or fast-moving environments are more likely
to seek advice.
• Those businesses with higher proficiency and willingness to
innovate in the digital sphere are better suited to respond to
COVID-19.
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An important theme to come
out of this research is that many
companies are still struggling to
make sense of ‘the new normal’
(pandemic trading conditions),
and are yet to make the necessary
adaptations despite engaging highlevel advice from consultants.
We have made six recommendations on how companies should
adjust to a post-pandemic digital environment.
These are:
• Seek advice from consultants, consumers and managers of other
businesses, especially industry peers and companies displaying
digital best practice.
• Ensure involvement of the top management team in digital
adaptation procedures.
• Look outside one’s own business for new digital insights.
• Ensure digital training is highly focused.
• Decide whether to hire digitally-skilled employees or invest in
training those already on your books.
• Listen to intra-organisational actors at the operational level as
well as extra-organisational constituents such as consumers and
managers of other enterprises.
Overall, this report provides important insights into digital successes
and challenges experienced by IDX-listed businesses, noting
deficient areas, and provides some context for planning and policy
development.
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INTRODUCTION

Why look at digital innovation?
Indonesia is developing fast in the
digital space and digital innovation
is quoted as one of the most
promising sources of potential
for Indonesian industry.1 A report
from Google, Temasek and Bain
& Company notes that the digital
economy soared to US$100
billion in Southeast Asia and is
expected to grow to US$300 billion
by 2025.2 Indonesia recorded a
growth rate in excess of 40 percent
a year in the digital sector with an
estimated market capitalisation of
US$40 billion in 2019.3 The report
also forecasted that Indonesia’s
digital economy will hit US$130
billion in 2025.4 According to
Kementerian Sekretariat Negara
Republik Indonesia (the Ministry of
State Secretariat of the Republic
of Indonesia), in 2017 the digital
economy contributed as much as
7.3 percent to the gross domestic
product of Indonesia.5

How can businesses leverage
their digital prowess in this time of
COVID-induced economic turmoil?
To gauge digital innovation, we
collected data at 204 sharemarketlisted companies during the
pandemic. This research maps
how organisations that emphasise
digital innovation are better
prepared to respond effectively to
the challenges of the COVID-19 era.
A primary aim of this research
is to map internal and external
drivers of digital innovation. For
instance, we consider adviceseeking as a key component
of COVID-19 rationalisation,
providing input for ways to enable
sustained trading practices
during the pandemic. We further
focus on top management team
connectivity, a key component in
building awareness of how the
COVID-19 landscape has changed
the organisational context and
competitive marketplace in several
important ways, e.g. through
lockdown directives. It is clear that
companies with a cohesive team
of top managers, who are more
connected with their middle and

lower tier, are better equipped to
recognise and implement digital
solutions.
We examine the role of employee
digital skills and their importance
in supporting digital efforts to
deal with the challenges of the
pandemic. There is a clear choice
for businesses: Do you hire digitally
proficient employees or train
employees?
Third, we consider the impact of
digital innovation on weathering
COVID-19 economic pressures.
Do companies that push digital
innovation perform better than
their counterparts that postpone or
detract from digital transformation
efforts? We also focus on shifts
in overall business performance
as well as customer service
performance. Finally, we examine
whether companies better
positioned in terms of their digital
innovation practices have a more
effective response to the COVID-19
pandemic and find strong evidence
to validate this assumption.

1
K. Das et al., Unlocking Indonesia’s digital opportunity, McKinsey Indonesia Office, 2016, Unlocking_Indonesias_digital_opportunity.
ashx (mckinsey.com)
2
A. Baijal, A. Cannarsi, and F. Hoppe, e-Conomy SEA 2020: At full velocity – Resilient and racing ahead, Google, Temasek and Bain &
Company, 2020.
3

Ibid.

4

Ibid.

5

Kementerian Sekretariat Negara Republik Indonesia, https://www.setneg.go.id/
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RESEARCH QUESTIONS
This study rests on several
questions that aim to provide
clarity on understanding digital
innovation at IDX-listed companies
during the pandemic. First, we
uncover whether enterprises aiming
to engage in digital innovation
would benefit from advice-seeking
practices. Second, we investigate
the role of top management team
connectivity during COVID-19.
Are companies with better TMT
connectivity more responsive
to the changes triggered by the
pandemic? If so, how?
Our third research question
deals with employee digital skills.
We consider digital skills as
foundational for digital responses
to COVID-19, hence we ask: ‘What
is the role of employee digital
skills in digital innovation practices
and how can these skills be best
accommodated?’
Fourth, we consider the role of
digital innovation in performance
and ask: ‘What is the impact of
digital readiness on the one hand
and digital innovation practices on
the other?’
For our fifth research question,
we aim to trace the impact of the
drivers of digital innovation as well
as digital innovation itself on the
adaptive response to COVID-19.
What are the roles of intra and
extra-company characteristics, and
of digital innovation, in adaptive
strategic responses to COVID-19?

6

Sixth, we consider two important
contextual aspects, i.e. business
size (the number of employees)
and environmental dynamism
(the level of environmental
change in the company’s
industry). We therefore posit an
overarching research question:
How do business size and
environmental dynamism affect
the relationships between other
company characteristics and digital
innovation?

data sample to make well-founded
conclusions that would readily
translate to the broader population.
We also focused on IDX-listed
companies as these enterprises
are large enough to assume high
strategic complexity and clear
needs in the face of COVID-19
to rethink parts of this strategic
reality. For each of the broader
relationships that we research
(e.g. advice-seeking on digital
innovation), we take into account
the context of each organisation
regarding size and environment.

RESEARCH
METHODOLOGY

For business size, we compared
medium with large-sized
companies in terms of the number
of employees and used the
Indonesian definition of a large
company – 300-plus employees;
whereas those below 300 are
considered medium-sized. There
are no small businesses in our
sample of IDX-listed companies.
For environmental dynamism, we
used a previously validated scale.6

This research adopts a quantitative
focus and is based on a survey
designed to gauge aspects such as
advice-seeking, TMT connectivity
and company performance. We
also developed several new
measurement scales, namely
for the measures pertaining to
digitalisation. For instance, our
measures for digital readiness,
digital innovation, employee digital
skills and digital training were
developed and pre-tested through
the use of an expert panel on
digitalisation and these measures
were further weighed in terms
of their reliability and validity
subsequent to data collection. All
measures proved to be valid and
reliable.
Having chosen our sample,
i.e. IDX-listed businesses (total
population 668 companies), we
decided we would need about one
third of this population in our final

W.R. Dill, ‘Environment as an Influence on Managerial Autonomy’, Administrative Science Quarterly, vol. 2, no. 4, 1958, pp. 409-443.
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DIGITAL READINESS, INNOVATION AND PERFORMANCE
We discovered a distinct link between
low customer service performance
and low levels of digital innovation,
with those having ranked highly in
digital innovation more likely to be
meeting customer service standards.
More specifically, those businesses
with high levels of digital innovation
are better placed to meet customer
service standards. These findings were
revealed by examining companies for
both customer service and general
business performance. Customer
service performance relates to customer
satisfaction, while general business
performance essentially relates to
money (profitability, revenue etc).

We also found that digital readiness,
or the speed at which an organisation
can transition into a digitised workflow,
is a factor in customer service. Just 14
percent of companies that scored low
on customer service performance had
high digital readiness. Similarly, few
companies (15 percent) that scored low
on customer service had high rates of
digital innovation.

FIGURE 5.2

FIGURE 5.1

Digital Readiness and
Customer Service Performance

14%
44%

(CSP)-Low

50%

(CSP)-High

44%

Low Digital Readiness

42%

Digital Readiness and
Customer Service Performance

Low Digital Readiness

Average Digital Readiness

Average Digital Readiness

High Digital Readiness

High Digital Readiness

6%

FIGURE 5.3

Digital Innovation and
Customer Service Performance

15%
49%
36%

FIGURE 5.4

20%

(CSP)-Low

Digital Innovation and
Customer Service Performance

35%

Low Digital Innovation
Average Digital Innovation

(CSP)-High
Low Digital Innovation

45%

High Digital Innovation
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IS BIGGER BETTER?
For organisations that scored low on
general company performance, we find
the majority (57 percent) also scored
low on digital readiness. By contrast,
when looking at businesses that scored
high on general company performance,
this figure drops by 55 percent to just
2 percent of companies that scored
low on digital readiness. We also find
that 42 percent of companies with high
general performance scored high on
digital readiness. When compared with
enterprises that scored low on general
performance, this figure drops to 10
percent of companies with high digital
readiness.

FIGURE 5.5

The research shows that large
companies have better digital readiness
when compared with medium-sized
organisations. This better digital
readiness in turn contributes to a
better customer experience. Notably,
just under half (48 percent) of large
companies that scored high on digital
readiness had high customer service
performance, compared with just 18
percent of medium-sized businesses.
To prove the point, among businesses
with high customer service performance,
just 7 percent of big companies have
low digital readiness. This suggests
that the bigger companies are better
resourced and have extra capability to
make ‘digitalness’ happen effectively.

FIGURE 5.6

33%
57%

F I G U R E 5 .7

24%

50%

56%

Digital Readiness and General
Firm Performance – High

34%

42%

12%

2%

Digital Readiness and General
Firm Performance – Low

FIGURE 5.8

38%

42%
10%

Interestingly, when we compare
companies with low digital innovation
levels, we find almost identical results
between medium and large-sized
organisations. About a quarter of
medium-sized companies and 24
percent of large companies with high
general business performance have
low digital innovation. Thus, it would
appear that digitalisation is a neat fit
with company performance, regardless
of business size.

Digital Innovation and General
Firm Performance – Low

Digital Innovation and General
Firm Performance – High

Low Digital Readiness

Low Digital Readiness

Low Digital Innovation

Low Digital Innovation

Average Digital Readiness

Average Digital Readiness

Average Digital Innovation

Average Digital Innovation

High Digital Readiness

High Digital Readiness

High Digital Innovation

High Digital Innovation

FIGURE 5.9

FIGURE 5.10

Digital Readiness and Customer Service Performance (CSP) in
Medium Sized Firms (<300 Employees)

Digital Readiness and Customer Service Performance (CSP) in
Large Sized Firms (>=300 Employees)

High Digital Readiness

High Digital Readiness

-12 18.2

-14.9 45

Average Digital Readiness

-41.5 81.8

Average Digital Readiness

-41.8 45

Low Digital Readiness

-46.3

Low Digital Readiness

-43.3 7

Low CSP

High CSP
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We suggest that the
bigger companies are
better resourced and
have extra capability to
make ‘digitalness’ happen
effectively.
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ADAPTIVE RESPONSES
TO COVID-19 AND
TAKING ADVICE
We found it was crucial for
businesses to take advice, whether
from consultants or industry peers.
These points are borne out in the
data. Among companies with a
relatively low adaptive response
to COVID-19, the majority (63
percent) scored low on adviceseeking from consultants. Similarly,
among businesses that scored
low on their adaptive response, a
significant majority (68 percent)
failed to seek advice from industry
peers. Moreover, just 8 percent
of these companies with a low
adaptive response to COVID-19
scored high on intra-industry
advice-seeking. When compared
with those organisations scoring
relatively high in their adaptive
response to COVID-19, 24 percent
of these companies – or three
times as many – scored high on
the acquisition of advice from
industry peers.
Similarly, as with the advice from
consultants, we see a major drop
in companies that scored low
on intra-industry advice-seeking
when comparing those businesses
with low adaptive responses to
COVID-19 to those with a high
adaptive response; a decline from
68 percent to 46 percent. The
evidence would seem to be clear:
When responding to COVID-19, it
pays to take advice from industry
peers and consultants.
We also find that about half as
many large companies with a high
adaptive response to COVID-19
engage in high levels of adviceseeking from consultants. In
this context, it would seem that
large organisations will typically
try to solve more problems ‘in
house’ even in the face of a global
pandemic, compared with mediumsized companies that need to look
elsewhere for support.

ENVIRONMENTAL
DYNAMISM
Some businesses were more
affected by COVID-19 than others
due to their operating environment.
For example, lockdowns might
have a massive impact on a hotel,
whereas a household energy
supplier might be able to continue
to trade largely unaffected. The
hotel could be said to have
experienced a much higher level of
‘environmental dynamism’. These
differing environments would in
turn affect their advice-seeking
practices and their adaptations to
COVID-19.
For companies operating in
industries with low COVID-19
environmental dynamism, there
was little focus on advice-seeking
from consultants. Just 6 percent
of businesses operating in a
stable environment and with a low
adaptive response to COVID-19
engaged in high levels of adviceseeking from consultants. Those
companies with a high adaptive
response operating in a stable
environment were not much
higher at 11 percent, meaning
organisations are largely able to
make sense of their own marketing
requirements, given the stability
of the environment in which they
operate.

responses, despite having sought
out help.
It was also found that mediumsized companies engaged in more
advice-seeking from industry peers
than large companies and we can
attribute this to big businesses
having a larger knowledge base
and greater resource availability.
Overall, we see that enterprises
trading in stable environments
are much less likely to reach out
to industry peers to make sense
of their environmental conditions.
It is also clear that companies
in dynamic environments will
reach out more frequently (both
to consultants and industry
peers) to make sense of changed
environmental conditions. In
addition, those companies that
are more inclined to reach out will
display a higher adaptive response
to COVID-19.

By comparison, when companies
are experiencing big environmental
shocks, they score much
higher on their advice-seeking
practices from consultants.
Surprisingly, companies in a
dynamic environment, but with
a low adaptive response to
COVID-19, had a higher focus on
advice-seeking from consultants
than those with a high adaptive
response to COVID-19. This
signals that many businesses are
still struggling to make sense of
the ‘new normal’ and have not
yet made the necessary adaptive
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STRUGGLING WITH ‘NEW
N O R M A L’
For organisations operating in industries
left relatively unscathed by COVID-19,
where environmental dynamism was
considered low, we see that there was
not a strong focus on advice-seeking from
consultants. Only 6 percent of companies
operating in a stable environment and
with a low adaptive response to COVID-19
engaged in high levels of advice-seeking
from consultants. The contingent of
businesses with a high adaptive response
operating in a stable environment was
not much higher at 11 percent. This
means that companies are largely able
to make sense on their own of market
requirements, given that many aspects
have remained unchanged.
By comparison, when companies operate
in a context where they experience large
environmental shocks, they score much
higher on their advice-seeking practices
from consultants. Surprisingly, we find that
businesses in a dynamic environment,
but with a low adaptive response to
COVID-19, have a higher focus on adviceseeking from consultants (40 percent of
companies) than their counterparts with
a high adaptive response to COVID-19
(33 percent). This suggests that many
businesses have not adequately adjusted
to the changes brought by the pandemic,
even though they engaged in a high level
of advice-seeking from consultants.
We also find that medium-sized
companies engage in more advice-seeking
from industry peers than large companies.
In particular, 40 percent of medium-sized
organisations that have a high adaptive
response to COVID-19 engage in high
levels of advice-seeking from industry
peers, whereas only 17 percent of large
companies with a high adaptive response
to COVID-19 engage in corresponding
levels of advice-seeking from industry
peers. Again we can attribute this to
the knowledge base of large businesses
and the availability of resources, but we
should also emphasise that mediumsized organisations are more comfortable
reaching out to peers in their industry
as they typically engage in more open
innovation practices.

F I G U R E 6 .7

Advice-seeking (AS) from Consultants and Adaptive Response to
Covid-19 among Firms in Stable Environment

10.5

-6.1

High AS
Average AS

-37.8

38.6

Low AS

-56.1

50.9

Low Adaptability

High Adaptability

FIGURE 6.8

Advice-seeking (AS) from Consultants and Adaptive Response to
Covid-19 among Firms in Dynamic Environment
High AS

-40.0

32.6

Average AS

-40.0

19.6

Low AS

-20.0

47.8

Low Adaptability

High Adaptability

FIGURE 6.9

Advice-seeking (AS) from Managers from Same Industry and Adaptive Response to
Covid-19 among Medium Sized Firms (<300 employees)
High AS

Average AS

32.6
-6.3
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19.6
-15.6
47.8

25.0

-78.1

35.0

-40.0
-20.0

Low AS

Low Adaptability

High Adaptability

FIGURE 6.10

Advice-seeking (AS) from Managers from Same Industry and Adaptive Response to
Covid-19 among Large Sized Firms (>=300 employees)
High AS

-12.7

16.9

Average AS

-27.3

32.5

Low AS

-60.0

50.6

Low Adaptability
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When considering the advice-seeking
practices of companies in stable versus
dynamic environments, we find similar
results for advice-seeking from industry
peers as we did for advice-seeking from
consultants. Overall, businesses in
stable environments reach out much less
often to industry peers to make sense
of the stable environmental conditions.
In dynamic environments, we find that
20 percent of companies that are less
adaptive in their response to COVID-19
engage in high levels of advice-seeking
from peers compared with 33 percent for
companies with a high adaptive response
to COVID-19. Overall it is clear that
organisations in dynamic environments
are more likely to reach out (both to
consultants and industry peers to make
sense of the changed environmental
conditions). In addition, these companies
that reach out more often will display a
higher adaptive response to COVID-19.

TMT CONNECTIVITY AND
COVID-19 RESPONSES
It pays to have both high connectivity
between internal team members
during COVID-19 as well as resources
to be able to respond effectively.
Put simply, enterprises with higher
connectivity between the internal top
management team (TMT) members
respond more adaptively to COVID-19.
For companies with a low adaptive
response, we find just 5 percent scored
high on internal TMT connectivity. By
comparison, for organisations with a
high adaptive response to COVID-19,
this percentage rose to 31 percent of
companies scoring high on internal
TMT connectivity. Furthermore, when
we examine companies that had a
low adaptive response to COVID-19
we find 51 percent scored low on TMT
member connectivity. Conversely,
among businesses that had a high

adaptive response to COVID-19,
we find just 15 percent scored
low on connectivity between TMT
members. Thus, we can say with
conviction that TMT connectivity is
an important factor in determining a
COVID-19 response.
Evidence suggests that companies
with higher connectivity between
TMT members are more adaptive
to COVID-19. For businesses that
had a low adaptive response to
COVID-19, it was revealed that more
than half scored low on connectivity
between TMT members and
frontline employees. It is also worth
mentioning that larger companies
have both a higher adaptability to
crises such as COVID-19 and greater
connectivity between internal TMT
members. This might suggest not
only greater resources but more
refined management structures.

FIGURE 6.12

FIGURE 6.11

Advice-seeking (AS) from Managers from Same Industry
and Adaptive Response to Covid-19 among Firms in Stable
Environment

Advice-seeking (AS) from Managers from Same Industry
and Adaptive Response to Covid-19 among Firms in
Dynamic Environment
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FIGURE 6.15
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FIGURE 6.16
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F I G U R E 6 . 17
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FIGURE 6.18
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Digital training
Digital training is crucial in developing a
COVID-19 response. Such training relates
to the availability and quality of training for
employees who require development of
their digital skills. As with earlier research,
we find that the majority (62 percent) of
companies with a low adaptive COVID-19
response scored low on digital training.
And the reverse was also true, with those
enterprises that adapted well representing
just 8 percent of those with low digital
training scores.

Size was also a factor, with larger
companies scoring higher on staff
digital skills among those organisations
with high adaptability. The business
environment is relevant, with those
operating in stable environments
tending to have lower digital skills
among employees compared with
those trading in dynamic environments.
Furthermore, when considering
companies that had a low adaptive
response to COVID-19, we find just

2 percent of businesses scored high
on digital skills. It is apparent that
companies with a higher adaptive
response to COVID-19 score higher on
employee digital skills, emphasising the
role of digital overall.

FIGURE 6.19

FIGURE 6.20

3%
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Human Capital Digital
(HCD) Training and Adaptive
Response to Covid-19-Low

62%

8%
26%

Low HCD Training
Average HCD Training

Human Capital Digital
(HCD) Training and Adaptive
Response to Covid-19-High
Low HCD Training

66%

High HCD Training
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DIGITAL READINESS AND
COVID-19 RESPONSES
Considering the lockdown procedures and
social-distancing practices implemented
during the COVID-19 pandemic, it is
interesting to assess how the digital
readiness of companies enables them to
be more responsive to the new business
environment. For instance, a financial
institution that already scores high on
digital readiness would be expected
to be more capable of adapting faceto-face services to a digital alternative
or to introduce completely new digital
alternatives in their product and service
offerings.
We find that 51 percent of these IDX-listed
businesses scored low on digital readiness
and only 7 percent of these companies
with a low product and service innovation
response to COVID-19 scored high on
digital readiness. We also observe that
just 7 percent of these companies have a
low digital readiness score and 45 percent
have a high digital readiness score. These
findings show that digital readiness is
a key indicator of the ability to respond
quickly and in a more flexible way to
market requirements during COVID-19.
However, market requirements are
broader than adjusting the product and
service offering alone. In times of crisis,
as with the current pandemic, businesses
are also tested in their ability to adjust
organisational structure and processes.
For this reason, we not only observe
adaptive responses to COVID-19 in the
product and service innovation area, but
also consider responses in structural
aspects, such as adjusting production
capacities, lowering fixed costs or
reappointing employees in different areas.
Interestingly, we find digital readiness
to have an equally strong connection to
the structural response to COVID-19.
Our results provide evidence that digital
readiness has a substantial impact, both
on the ability to adjust the product and
service portfolio and the capacity to alter
internal structural processes in the face of
the COVID-19 pandemic.

FIG UR E 6.37
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FIGURE 6.38
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FIGURE 6.40
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An ongoing improvement
perspective will make
companies more aware
of the opportunities that
arise in crises and what
sort of (digital) alterations
to the product and service
offering are feasible in the
short term.

Image credit: Ruben Sukatendel
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DIGITAL INNOVATION AND
COVID-19 RESPONSES
However, digital readiness is not enough.
When it comes to adaptive responses, it
is also important to consider how much
attention companies place on ongoing
innovation. We therefore examine
the influence of digital innovation on
organisations’ COVID-19 responses,
finding that those with a low COVID-19
response are generally deficient in their
attention to digital innovation. Thus,
ongoing experience with adaptations to
digital processes and solutions would
be expected to be another important
indicator of low versus high adaptive
responses as it would allow companies
to adjust the product and service
portfolio as well as internal structural
processes more readily. First, we again
compare businesses with competitors
in terms of their digital readiness and
their response to COVID-19 through
product and service innovations. In
comparison with those that performed
poorly in terms of a COVID response,
when we view companies with a high
adaptive response to COVID-19 in the
product and service innovation area

(Figure 6.42), we find that 43 percent of
these organisations score high on digital
innovation and just 20 percent score low
on digital innovation. Generally, these
findings underline the importance of
not only adopting digital processes and
solutions, but also using a behavioural
perspective of continuous improvement
to these digital processes and solutions.
Such an ongoing improvement
perspective will make companies more
aware of the opportunities that arise
in crises and what sort of (digital)
alterations to the product and service
offering are feasible in the short term.

innovation. Conversely, when we
consider Figure 6.44 where we look
at businesses with a high structural
response to COVID-19, we find that 41
percent of these companies scored high
on digital innovation and only 21 percent
scored low on digital innovation. Overall,
our findings highlight the importance
of digital readiness and attention to
digital innovation when it comes to being
prepared to cope with a global pandemic
such as COVID-19.

The same rationale applies when it
comes to the structural response to
COVID-19. Again we compare low
structural response businesses with high
structural response organisations and
find that 57 percent of the companies
with a low structural response to
COVID-19 also scored low on digital
innovation (Figure 6.43). Similarly, we
find that just 10 percent of companies
with a low structural response to
COVID-19 scored high on digital

FIGURE 6.41

FIGURE 6.4 3
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FIGURE 6.42
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Contrasting environments
Enterprises operating in fast-moving
or dynamic environments are usually
better equipped to change quickly as
for them this represents something
akin to ‘business as usual’. While the
COVID-19 pandemic stretches far
beyond what would typically be called
a ‘dynamic’ environment, behavioural
practices in companies operating in a
dynamic environment are geared more
at recognising emerging opportunities
and working flexibly around emerging
bottlenecks. Observing the digital
readiness of organisations operating
in a stable environment and displaying
a low overall adaptive response to
COVID-19 (Figure 6.47), we find that
56 percent of companies score low on
digital readiness and only 5 percent of
companies in this subset score high
on digital readiness. Comparing this
with businesses operating in a stable

environment but with a high overall
adaptive response to COVID-19, we see
that only 12 percent of companies score
low on digital readiness while 26 percent
of companies score high.
The difference between businesses
becomes even stronger when we
consider companies operating in a
dynamic environment. There are no
organisations operating in a dynamic
environment with low digital readiness
in our sample. More importantly
for those companies operating in a
dynamic environment and displaying
a high overall adaptive response to
COVID-19, a majority (61 percent)
of businesses score high on digital
readiness, compared with 26 percent for
companies in the same subset operating
in a stable environment.

Interestingly, those businesses
operating in a dynamic environment
and displaying low adaptive responses
to COVID-19 have a higher percentage
(80 percent versus 61 percent) of
companies with high digital readiness
compared with companies with a
high adaptive response. This can be
explained by the fact that organisations
with high digital readiness may have
had fewer necessary adjustments to
current activities to keep trading during
COVID-19, as a result of already having
more digital solutions and processes
in place that would be better attuned
to the requirements of trading in a
pandemic environment.

FIGURE 6.48

F I G U R E 6 . 47
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More importantly for those
companies operating in a
dynamic environment and
displaying a high overall
adaptive response to
COVID-19, a majority (61
percent) of businesses
score high on digital
readiness, compared with
26 percent for companies
in the same subset
operating in a stable
environment.

Image credit: Gede Suhendra
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RECOMMENDATIONS
• Businesses should be prepared
to seek advice. Advice-seeking
is a key activity that can aid in
the development of areas such
as digital innovation. Advice
from consumers and managers
from other industries is notably
more effective than advice
from consultants. Given that
consultancy services usually
come at a premium, companies
can garner better results by
exploring the development of a
more established advice-seeking
function with consumers and
managers from other industries.
• TMT connectivity is important
for digital innovation, but
connectivity between the TMT
and the operational level is more
important than the connectivity
within the TMT itself. This is in
line with expectations and shows
the potential for bottom-up
innovation in the digital space.
• Focus on employee digital
skills and digital training. These
are indispensable aspects for
companies aiming to leverage
digital opportunities, both within
the current COVID-19 era and
beyond. Businesses should
create clear descriptions of the
digital capabilities they seek
in their employees and have
dedicated retraining programs
for employees who fail to meet
these requirements.
• Improve digital innovation by
looking to external entities for
new insights and ideas. Large
companies, in particular, while
generally well positioned in
terms of digital readiness,
could improve on their digital
innovation portfolio by being
mindful of extra-organisational
inputs, such as advice from

consumers and managers from
other industries. They should
also be careful in terms of
managing their organisational
hierarchy and create ample
opportunity for bottom-up
innovation through regular
TMT-middle manager and TMTfrontline employee interactions.
• Choose whether to hire digitallyproficient employees or invest in
in-house digital training. This is
particularly the case for mediumsized businesses that may have
fewer human resource options.
• Overall, enterprises displaying
high levels of digital readiness
can improve their digital
innovation practices by listening
closely to intra-organisational
actors at the operational level
as well as extra-organisational
constituents such as consumers
and managers of other
companies.
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CONCLUSION
A number of key points are worth
noting for the benefit of both
Indonesian businesses and the
nation’s policymakers. First, low
customer service performance
is clearly linked with low levels
of digital innovation, thus
emphasising the need for high
levels of digital literacy within
business.
A second and obviously related
point is that digital readiness
affects customer service, with
implications for training and
decisions on whether to train in
house or recruit employees who
are already digitally savvy.
Third, large companies have
been shown to have better digital
readiness than medium-sized
ones, giving them an obvious
advantage during the pandemic. It
also has been demonstrated that
businesses need to take advice
from consultants and peers and
that this is a factor in developing
adaptive responses.

Another finding to note is
that big companies are more
likely to draw on their internal
resources, whereas medium-sized
organisations are more likely to
have to look to external sources
of advice. An important point also
has been made about so-called
‘dynamic’ environments with those
companies trading in fast-moving
or unstable situations more likely
to seek advice than those that
operate in slow-moving or stable
ones.
The COVID-19 pandemic has
created a tremendous challenge
for Indonesian businesses.
Nonetheless, some have
adapted well. By adopting our
earlier recommendations, and
understanding the key themes
above, the Indonesian commercial
sector will be well positioned to
adapt to any continuation of the
coronavirus crisis, or to meet the
challenges that may come with
future crises.
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