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ABSTRACT

Purpose: This article aims to examine the role of digital innovation in enhancing the competitiveness of coastal
Micro, Small, and Medium Enterprises (MSMES) within the framework of the blue economy. Coastal MSMEs
play an important role in generating employment, supporting local livelihoods, and utilizing marine and coastal
resources. However, these enterprises frequently face challenges related to limited market access, low
technological capabilities, inadequate infrastructure, environmental pressures, and intense competition.
Design/methodology/approach: This study employs a qualitative literature-based approach to examine the
relationship between digital innovation, MSME competitiveness, and blue economy development. The analysis
is based on relevant academic literature, policy reports, and recent studies concerning digital transformation,
innovation, MSMEs, sustainability, and the blue economy. The analytical framework focuses on digital marketing,
digital platforms, process innovation, data utilization, digital capabilities, and sustainable business practices.
Findings: The literature indicates that digital innovation can strengthen coastal MSME competitiveness through
broader market access, improved operational efficiency, enhanced customer engagement, product innovation, and
stronger business networks. Digital technologies can also support blue economy objectives by improving resource
efficiency, traceability, waste reduction, and environmentally responsible production. However, digital adoption
is constrained by digital literacy, financial limitations, technological infrastructure, cybersecurity concerns, and
unequal access to digital ecosystems.

Research limitations/implications: This article is based on secondary literature and does not provide primary
empirical evidence from specific coastal MSMEs. Future studies should employ quantitative, qualitative, or
mixed-method approaches involving coastal entrepreneurs across different regions.

Originality/value: This article contributes to the discussion by integrating digital innovation and blue economy
perspectives into the competitiveness of coastal MSMEs. Rather than viewing digitalization solely as a
technological process, the article positions digital innovation as a strategic capability that can simultaneously
generate economic value, strengthen social inclusion, and support environmental sustainability.

Paper type: Literature Review.
Keywords: Digital Innovation, Blue Economy, Coastal MSMEs, Competitiveness, Digital Transformation,
Sustainability

A.INTRODUCTION

The development of coastal economies has traditionally depended on activities such as
fisheries, aquaculture, marine tourism, seafood processing, transportation, handicrafts, and other
businesses that utilize marine and coastal resources. These activities provide important sources of
income and employment for coastal communities. In Indonesia, the importance of the ocean and coastal
areas is particularly significant because the country's geography and economic activities are closely
connected to marine resources. The World Bank emphasizes that a sustainable ocean economy can
generate three interconnected benefits: healthy oceans, thriving economies, and resilient coastal
livelihoods ((Bank, 2021)). The blue economy has therefore emerged as an important development
approach that seeks to balance economic utilization of marine resources with environmental
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sustainability and social inclusion. The concept does not simply focus on increasing economic output
from oceans. Instead, it emphasizes the sustainable and integrated development of ocean-related sectors
while maintaining healthy marine ecosystems ((Bank, 2022)). OECD also emphasizes that blue
economy development should consider resilience, inclusiveness, sustainability, and circularity because
economic activities in coastal and marine areas are closely connected to ecosystem conditions and
climate-related risks. Within this context, Micro, Small, and Medium Enterprises (MSMEs) are
important actors. Coastal MSMESs are involved in many economic activities, including fish processing,
seafood products, traditional food, handicrafts, marine tourism, aquaculture, transportation, and small-
scale trading. Their contribution extends beyond business performance because they provide
employment opportunities and support household livelihoods. However, coastal MSMEs often operate
with limited financial resources, technology, managerial capabilities, and market access. Digitalization
creates new opportunities to overcome some of these limitations. Digital platforms allow small
businesses to communicate with consumers, promote products, receive payments, manage transactions,
and access markets beyond their geographical locations. (Bharadwaj et al., 2013)) argue that digital
technologies increasingly transform business processes, organizational capabilities, products, services,
and relationships between firms.

Digital business strategy consequently becomes closely integrated with business strategy rather
than being merely a supporting information technology function. For coastal MSMEs, digital innovation
can be particularly important because geographical distance has historically limited access to consumers
and markets. Through social media, e-commerce platforms, digital payment systems, online
marketplaces, and digital logistics, coastal entrepreneurs can potentially connect local products with
regional, national, and international consumers. Recent research also indicates that digital
transformation can improve coastal MSME performance through operational efficiency, market access,
innovation, and competitiveness, while digital literacy, human resource capability, government support,
and technological infrastructure are important enabling factors ((Firdaus et al., 2026)). Nevertheless,
digital innovation should not be understood as an automatic solution to all problems faced by coastal
MSMEs. Digital adoption may create new challenges, including investment costs, lack of digital skills,
cybersecurity risks, dependence on digital platforms, and difficulties adapting traditional business
models to rapidly changing markets. Therefore, digital innovation needs to be integrated with
sustainable business practices and the principles of the blue economy. This article addresses this issue
by examining how digital innovation can enhance the competitiveness of coastal MSMEs while
supporting sustainable blue economy development. The novelty of the article lies in connecting three
perspectives: digital innovation, MSME competitiveness, and blue economy sustainability. The
discussion emphasizes that competitiveness should not only be measured through sales and profit but
also through innovation capability, resource efficiency, market resilience, social inclusion, and
environmental responsibility.

B. LITERATURE REVIEW
Digital Innovation

Digital innovation refers to the development or improvement of products, services, processes,
and business models through the utilization of digital technologies. Digital innovation differs from
simple technology adoption because it involves the creation of new value through the combination of
technology, organizational capabilities, and business activities.(Bharadwaj et al., 2013)) explain that
digital technologies increasingly influence business strategy, processes, products, services, and
interorganizational relationships. This perspective suggests that digital innovation should be viewed as
a strategic organizational capability rather than merely the implementation of software or hardware.

For MSMEs, digital innovation can take relatively simple forms. Examples include using social
media for marketing, digital payment applications for transactions, e-commerce platforms for sales,
cloud-based applications for record keeping, and digital communication tools for customer
relationships. More advanced forms may include data analytics, artificial intelligence, Internet of
Things applications, digital supply-chain management, and technology-based traceability.Digital
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innovation can therefore provide MSMEs with opportunities to overcome traditional limitations
associated with small business size. Research on Indonesian MSMEs shows that innovation and digital
adoption can improve efficiency, customer engagement, and market reach ((Akbar & Amir, 2024)).
Blue Economy

The blue economy emphasizes the sustainable use of ocean and coastal resources to generate
economic, social, and environmental benefits. The World Bank defines a blue economy approach
around sustainable and integrated development of ocean sectors while maintaining a healthy ocean
ecosystem.The concept is particularly relevant to coastal communities because economic activities
depend directly or indirectly on marine ecosystems. Fisheries, aquaculture, tourism, seafood processing,
and coastal trade can generate income, but unsustainable practices may result in overfishing, pollution,
ecosystem degradation, and resource depletion.OECD highlights that sustainable ocean economies need
to integrate economic development, environmental sustainability, social inclusion, and resilience.
Therefore, competitiveness within the blue economy should not encourage businesses to maximize
short-term profit at the expense of marine ecosystems.
Coastal MSME Competitiveness

Competitiveness refers to the ability of a business to create value and compete effectively in its
target market. For MSMEs, competitiveness may involve product quality, price, innovation, customer
relationships, market access, operational efficiency, and adaptability. (Barney, 1991)) resource-based
view argues that firms can achieve sustained competitive advantage through valuable, rare, difficult-to-
imitate, and organizationally embedded resources. In the digital era, technological knowledge, digital
skills, customer data, digital networks, and innovation capabilities can become strategic resources. For
coastal MSMEs, competitiveness can therefore be strengthened when entrepreneurs are able to combine
local resources and knowledge with digital capabilities. For example, a traditional seafood product can
gain wider market access when its producer uses digital branding, attractive online content, e-
commerce, digital payment systems, and reliable logistics.
Digital Innovation and Blue Economy
Digital innovation and blue economy development can reinforce each other. Digital technologies can
improve economic performance while simultaneously supporting environmental management. For
example, digital inventory systems can help businesses reduce excess stock and food waste. Digital
traceability can provide information regarding product origin and supply chains. Online marketing can
reduce dependence on physical intermediaries. Digital platforms can connect producers with consumers
directly. Meanwhile, data technologies can potentially improve monitoring of resource use. Recent
literature specifically examining coastal MSMEs indicates that digital transformation can improve
market access, operational efficiency, innovation, and business competitiveness while supporting blue
economy principles ((Firdaus et al., 2026)

C. METHODOLOGY

This article uses a qualitative literature-based research approach. The approach is appropriate
because the purpose of the study is to synthesize existing knowledge concerning digital innovation,
coastal MSMEs, competitiveness, and blue economy development rather than to test a specific
statistical hypothesis.

The literature analysis focuses on four major themes:

digital technologies and innovation among MSMEs

competitiveness and business performance

blue economy and coastal sustainability

the interaction between digitalization and sustainable coastal development.

A

Relevant academic publications, institutional reports, and recent studies were examined to identify
recurring arguments and relationships between the concepts. Particular attention was given to literature
concerning digital business strategy, innovation capabilities, MSME competitiveness, sustainable ocean
economies, and digital transformation of coastal enterprises. The analytical process consisted of three
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stages. First, relevant literature was identified according to the research themes. Second, the literature
was categorized according to digital innovation, competitiveness, sustainability, and blue economy
dimensions. Third, the findings were synthesized to develop an integrated conceptual explanation of
how digital innovation can support coastal MSMEs. This approach follows the general principle of
qualitative thematic analysis, in which information is organized into categories and interpreted to
identify meaningful relationships between concepts
D. RESULTS AND DISCUSSION
Digital Innovation as a Driver of Market Expansion

The first major theme is the ability of digital innovation to expand the market reach of coastal
MSMEs. Coastal businesses frequently operate within geographically limited markets because of their
distance from major urban centers and consumers. Digital platforms can reduce this geographical
limitation. Through social media and e-commerce, a small seafood producer, handicraft business, or
coastal tourism operator can communicate directly with consumers in other regions. Digital marketing
also allows businesses to display product information, customer reviews, photographs, videos, and
promotional content. This mechanism is important because market access is one of the major challenges
faced by small enterprises. Digitalization enables coastal entrepreneurs to shift from relying entirely on
traditional intermediaries toward more direct consumer relationships. The development of digital
business strategy supports this argument. (Bharadwaj et al., 2013)) explain that digital technologies
transform business relationships and create new opportunities for value creation and value capture.
Therefore, digital innovation can transform a local coastal business into a business capable of reaching
national and potentially international consumers.
Digital Technology and Operational Efficiency

The second theme concerns operational efficiency. Coastal MSMEs often face problems
involving production planning, inventory management, distribution, payment processing, and record
keeping. Simple digital tools can improve these activities. Digital accounting applications can help
entrepreneurs record income and expenses. Inventory applications can assist businesses in monitoring
stock. Digital payment systems can make transactions faster and easier. Online communication can
improve coordination with suppliers and customers. Efficiency is particularly important for small
businesses because their resources are limited. Reducing unnecessary costs can directly improve
profitability and resilience. Recent research on coastal MSMEs identifies operational efficiency as one
of the important outcomes associated with digital transformation ((Firdaus et al., 2026)). Thus, digital
innovation does not necessarily require sophisticated technologies. Even relatively simple digital tools
can generate significant improvements when they address real operational problems.
Product and Service Innovation

The third theme is product and service innovation. Digital technologies provide opportunities
for MSMEs to understand consumer preferences and develop products that better match market
demand. For example, a seafood processor can use customer feedback from social media and online
reviews to improve packaging, flavor, product size, or delivery services. A coastal tourism business can
use digital platforms to develop customized travel packages. A handicraft business can create new
designs based on customer preferences observed through digital interactions. Innovation therefore
becomes a continuous process rather than a one-time activity. (Akbar & Amir, 2024)) found that
innovation and digital adoption can improve customer engagement and market reach among Indonesian
MSMEs. This suggests that digital innovation can strengthen competitiveness by allowing coastal
MSMEs to respond more quickly to changes in consumer behavior.
Digital Innovation and Sustainable Resource Use

A particularly important dimension of digital innovation in the blue economy is resource
sustainability. Coastal enterprises depend on marine ecosystems, meaning that environmental
degradation can directly threaten their long-term survival. Digital systems can support more efficient
resource management. For example, inventory data can help reduce food waste, while digital
monitoring can support better production planning. Digital traceability can also increase transparency
regarding product origins and supply chains. The blue economy requires economic activities to generate
value without destroying the ecological systems on which those activities depend. OECD emphasizes
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that sustainable ocean economies must integrate economic, environmental, and social dimensions.
Consequently, digital innovation should not only be evaluated based on its contribution to sales and
profit. Its ability to reduce waste, improve resource efficiency, and support responsible production is
also important.

Digital Capabilities as a Source of Competitive Advantage

The fifth theme concerns digital capabilities. Technology itself does not automatically create
competitive advantage. Entrepreneurs need knowledge and capabilities to use technology effectively.
(Barney, 1991)) resource-based view suggests that valuable and difficult-to-imitate resources can
become sources of competitive advantage. In the context of coastal MSMEs, digital literacy,
entrepreneurial knowledge, customer data, digital networks, and innovation capabilities can become
strategic resources. This means that two businesses may have access to the same digital platform but
achieve different outcomes because their digital capabilities differ.Recent research on coastal MSMES
also identifies digital literacy and human resource capabilities as important factors supporting
successful digital transformation ((Firdaus et al., 2026)(Pratama & Farida, 2025)(Arifin et al.,
2026)(Verhoef et al., 2021)). Therefore, policies supporting coastal MSMEs should not focus solely on
providing technology. Training, mentoring, digital literacy, business management skills, and continuous
learning are equally important.

Barriers to Digital Innovation

Despite its potential benefits, digital innovation also presents several barriers. The first barrier
is limited digital literacy. Some entrepreneurs may understand the basic functions of social media but
lack the skills required for digital analytics, cybersecurity, online advertising, or e-commerce
management. The second barrier is financial capability. Advanced digital systems may require
investment in hardware, software, internet services, training, and professional assistance. The third
barrier is infrastructure. Coastal areas may experience weaker internet connectivity and limited access
to reliable digital infrastructure compared with urban areas. The fourth barrier involves cybersecurity
and data protection. Increased digital activity exposes MSMEs to risks involving fraud,
account theft, data breaches, and online scams. The fifth barrier is platform dependency.
When MSMEs rely heavily on a particular digital platform, changes in algorithms, fees, policies, or
consumer behavior can affect their businesses. Therefore, digital transformation needs to be
accompanied by institutional support and appropriate risk management.

Government and Community Support

Government and community institutions have an important role in enabling digital innovation
among coastal MSMEs. Support can include internet infrastructure, digital training, financing, business
mentoring, market facilitation, certification, and assistance in accessing e-commerce platforms. The
government should also encourage collaboration among MSMEs, universities, technology providers,
financial institutions, and coastal communities. Recent studies emphasize government support and
technological infrastructure as important enabling factors for digital transformation among coastal
MSMEs. Community-based approaches are particularly important because coastal economies are often
characterized by strong social networks and shared natural resources. Digital transformation should
therefore strengthen not replace local networks and community cooperation.

An Integrative Framework

Based on the literature, the relationship between digital innovation and coastal MSME competitiveness
can be understood through several interconnected mechanisms:

Digital adoption provides access to new technologies and platforms.

Digital capabilities allow entrepreneurs to use those technologies effectively.

Digital innovation improves marketing, products, services, and business processes.

Market expansion increases access to consumers and business networks.

Operational efficiency reduces costs and improves resource utilization.

Sustainable practices reduce environmental impacts and support responsible resource use.
Competitive advantage emerges through improved value creation, innovation, resilience, and
sustainability.
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This framework demonstrates that digital innovation should be viewed as a process connecting
technology, entrepreneurial capabilities, market opportunities, and sustainability.

Theoretical Contribution

This article contributes to the literature in three ways. First, it connects digital innovation
research with blue economy research. Digitalization is often examined from a business or technological
perspective, while blue economy research frequently emphasizes environmental sustainability.
Integrating both perspectives provides a broader understanding of coastal enterprise development.
Second, the article extends the discussion of MSME competitiveness by emphasizing that
competitiveness in coastal areas should include sustainability and resilience. Profitability is important,
but long-term competitiveness depends on the continued availability of healthy marine and coastal
resources.Third, the article positions digital capability as a strategic resource. Consistent with the
resource-based view, digital knowledge, skills, networks, and innovation capabilities can become
valuable resources that help coastal MSMEs differentiate themselves from competitors.

Practical Implications

Several practical implications can be identified.First, coastal MSMEs should develop basic
digital capabilities, particularly in digital marketing, e-commerce, digital payment, financial
management, and customer relationship management.Second, entrepreneurs should use digital
technologies not only for promotion but also for improving internal business processes.Third, digital
innovation should be connected to environmental sustainability. Businesses should consider digital
solutions that reduce waste, improve resource efficiency, and support responsible production.Fourth,
government programs should provide integrated support that combines digital infrastructure, training,
financing, mentoring, and market access.Fifth, educational institutions can contribute by developing
digital entrepreneurship programs specifically designed for coastal communities.Finally, digital
platforms should be used to strengthen the identity and uniqueness of local coastal products. Local
knowledge, traditional products, seafood, handicrafts, and cultural experiences can become competitive
advantages when supported by effective digital branding.

E. CONCLUSION

Digital innovation has significant potential to enhance the competitiveness of coastal Micro,
Small, and Medium Enterprises while supporting the development of a sustainable blue economy.
Digital technologies can help coastal MSMEs overcome geographical market limitations, improve
operational efficiency, strengthen customer relationships, develop new products and services, and create
new business opportunities. However, digital innovation should not be understood simply as the
adoption of technology. Its effectiveness depends on digital capabilities, entrepreneurial knowledge,
infrastructure, financial resources, institutional support, and the ability of entrepreneurs to integrate
technology into their business strategies. From the perspective of the blue economy, digital innovation
also has an important environmental dimension. Digital tools can support resource efficiency, waste
reduction, traceability, and more responsible production. Consequently, the competitiveness of coastal
MSMEs should be evaluated not only through financial performance but also through their ability to
build resilience, maintain environmental sustainability, and contribute to coastal community
development. The integrated perspective presented in this article suggests that digital innovation can
become a strategic bridge between economic competitiveness and blue economy sustainability. Coastal
MSMEs that are able to combine local resources and knowledge with digital capabilities may have
greater opportunities to access wider markets and create sustainable value. Nevertheless, barriers such
as limited digital literacy, inadequate infrastructure, financial constraints, cybersecurity risks, and
unequal access to digital ecosystems remain important challenges. Future research should therefore
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examine these relationships empirically through surveys, interviews, case studies, or mixed-method
approaches involving coastal MSMEs across different regions. Ultimately, strengthening coastal
MSMEs through digital innovation requi(Perdana et al., 2025)(Fitrianti et al., 2026)(Arfah,
2026)(Pratama & Farida, 2025)(Pratama & Farida, 2025)res collaboration among entrepreneurs,
government, universities, financial institutions, technology providers, and local communities. Such
collaboration can help ensure that digital transformation does not merely create more profitable
businesses but contributes to a more inclusive, resilient, and environmentally sustainable blue economy.
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