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Abstract - This research study explores the digital 

transformation strategies for small businesses in the 

Philippines. Recognizing the impact of digital technology 

on business success and sustainability, this study aims to 

identify and evaluate the current digital strategies 

utilized by small businesses, and to propose effective 

measures for enhancing their digital footprint. The 

research employed a mixed-methods approach, 

combining surveys and in-depth interviews with owners 

and managers of small businesses. The findings revealed 

that while many small businesses have started their 

digital transformation journey, several challenges hinder 

their progress. The study concludes by proposing 

tailored strategies that can help small businesses 

overcome these challenges and harness the power of 

digital transformation effectively. 

Index Terms - Business sustainability, Digital strategy, Digital 

transformation, Philippines, Small businesses. 

INTRODUCTION 

In the burgeoning era of swift technological evolution and 

shifting market dynamics, the integration of digital 

transformation has become a critical determinant for the 

survival and prosperity of businesses [1]. The strategic 

fusion of digital technologies into every facet of a business 

has commenced an era of transformation, reshaping 

traditional operational frameworks and redefining the 

competitive terrain [2]. Amid this dynamic scenario, the 

agility and adaptability inherent to small businesses uniquely 

equip them to harness the potential of digital transformation 

[3]. Yet, navigating the path to successful digital 

transformation presents an intricate puzzle, demanding an 

in-depth understanding and strategic approach. This study 

aims to fill the void by focusing on the digital transformation 

strategies for small businesses in the Philippines, a 

developing economy witnessing an exciting surge in its 

digital economy [4]. 

While existing literature elucidates the role and 

significance of digital transformation in businesses, it often 

falls short when addressing the specific context of small 

businesses in the Philippines [5, 6].  

This observed gap in research calls for a study tailored 

to the unique economic, cultural, and technological climate 

of the Philippines [4]. This research aims to make a novel 

contribution by exploring the digital transformation journey 

within the backbone of the Philippine economy - its small 

businesses, which account for 99.5% of total businesses and 

contribute 35.7% to the country's GDP [7]. 

Despite playing a pivotal role in the Philippine 

economy, these small businesses grapple with multiple 

challenges, including limited resources, restricted access to 

technology, and inadequate digital literacy levels [8]. These 

challenges can act as barriers to their effective adoption and 

leveraging of digital transformation, potentially restraining 

their growth in an increasingly digitized marketplace. 

Nevertheless, the implementation of digital transformation 

could itself emerge as a solution to some of these challenges 

[9]. Similar to the manner in which cities are evolving into 

smarter spaces using advanced technologies [10], small 

businesses too can use digital transformation as a tool to 

enhance operational efficiency and overcome resource 

limitations. 

The primary focus of this research lies in identifying the 

most effective digital transformation strategies for small 

businesses in the Philippines. In doing so, it aims to shed 

light on the factors that influence the success of these 

strategies, providing actionable insights for small business 

owners, policymakers, and practitioners alike. By answering 

pivotal questions related to the nature of digital 

transformation strategies employed by small businesses in 

the Philippines, the factors influencing their effectiveness, 

and the ways these businesses can maximize their digital 

transformation efforts, this research will offer a unique 

contribution to the understanding of digital transformation in 

the specific context of Philippine small businesses. 

Furthermore, this study will propose actionable 

recommendations to aid their digital evolution, thereby 

offering a novel intersection of technology, strategy, and 

small business management within the multifaceted realm of 

digital transformation. 
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METHODS 

This study adopted a mixed-methods research design, 

employing both qualitative and quantitative methods to gain 

a comprehensive understanding of digital transformation 

strategies among small businesses in the Philippines. The 

mixed-methods approach is particularly suitable for this 

study due to its capacity to yield in-depth insights through 

qualitative methods and validate these insights with 

quantitative data [11]. 

Data collection comprised two stages: interviews and 

survey. Firstly, semi-structured interviews were conducted 

with the owners or managers of 20 selected businesses from 

the sample. The interview guide included open-ended 

questions that aimed to elicit in-depth insights into the 

digital transformation strategies employed, the challenges 

faced during the transformation process, and the perceived 

impact of these strategies on their business performance.  

In the second phase, a structured questionnaire was 

distributed to all 200 businesses in the sample. The 

questionnaire consisted of items measuring the types of 

digital transformation strategies implemented (e.g., digital 

marketing, e-commerce, digital product/service innovation), 

the factors influencing the effectiveness of these strategies 

(e.g., digital literacy, support from technology providers, 

access to resources), and the impact of these strategies on 

business performance (e.g., sales growth, customer 

satisfaction, operational efficiency). The questionnaire items 

were developed based on a comprehensive review of the 

literature and were validated through a pilot test with a 

separate sample of 30 small businesses. 

Qualitative data from the interviews were analyzed 

using thematic analysis, following the six-step process 

proposed by [12]. This analysis involved familiarization 

with the data, generating initial codes, searching for themes, 

reviewing themes, defining and naming themes, and 

producing the report.  

Quantitative data from the survey were analyzed using 

SPSS software. Descriptive statistics were computed to 

provide an overview of the data. Inferential statistics, 

including multiple regression analysis, were performed to 

examine the relationships between digital transformation 

strategies, influencing factors, and business performance. 

The assumptions of multiple regression analysis, such as 

normality, linearity, homoscedasticity, and absence of 

multicollinearity, were checked and met before performing 

the analysis. 

All participants were informed about the purpose of the 

study, the voluntary nature of their participation, and the 

confidentiality of their responses. Written informed consent 

was obtained from all participants before data collection. 

The study was conducted in accordance with the ethical 

guidelines for research involving human participants and 

was approved by the institutional review board. 

RESULTS 

The results of the study are presented in accordance with the 

three main areas of inquiry: types of digital transformation 

strategies employed, factors influencing the effectiveness of 

these strategies, and the impact of digital transformation 

strategies on business performance. 

Types of Digital Transformation Strategies Employed. The 

qualitative interviews served as a rich resource in unearthing 

the digital transformation strategies commonly used by small 

businesses in the Philippines. The identified strategies are 

primarily focused on digital marketing, engaged by an 

overwhelming 85% of businesses, followed closely by e-

commerce initiatives at 80%, and digital product/service 

innovation, an approach taken by 60% of the businesses. A 

comprehensive list of these digital strategies can be found in 

Table 1, shedding light on the choices small businesses 

make in their digital endeavors. 

TABLE 1 

TYPES OF DIGITAL TRANSFORMATION STRATEGIES 

EMPLOYED 

Strategy Type Percentage of Businesses 

Digital Marketing 
E-commerce 

Digital Product/Service Innovation 

 

85% 
80% 

60% 

  

Factors Influencing the Effectiveness of Digital 

Transformation Strategies. Our survey results underscore the 

significant role that digital literacy, support from technology 

providers, and access to resources play in bolstering the 

effectiveness of digital transformation strategies. Digital 

literacy emerged as the most substantial factor (β = .45, p < 

.001), followed by support from technology providers (β = 

.32, p < .01), and access to resources (β = .21, p < .05). The 

particulars of these influential factors are tabulated in Table 

2, revealing the landscape of elements contributing to the 

success of digital transformation. 

TABLE 2 

REGRESSION ANALYSIS FOR FACTORS INFLUENCING THE 

EFFECTIVENESS OF DIGITAL TRANSFORMATION 

STRATEGIES 

Predictor Variables Beta (β) p-value 

Digital Literacy .45 < .001 

Support from Technology Providers .32 < .01 

Access to Resources .21 < .05 

Impact of Digital Transformation Strategies on Business 

Performance. The study's findings show a distinct positive 

correlation between the utilization of digital transformation 

strategies and multiple facets of business performance. In 

particular, there was a noticeable impact on sales growth (r = 

.62, p < .001), a key metric for business success. Customer 

satisfaction, another critical performance indicator, also had 

a strong correlation (r = .57, p < .001).  
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Furthermore, operational efficiency, vital for 

maintaining a streamlined business process, was positively 

influenced (r = .52, p < .01). This implies that investment in 

digital transformation strategies can offer a multi-faceted 

boost to business performance. 

DISCUSSION 

The current study aimed to explore digital transformation 

strategies among small businesses in the Philippines, 

investigating the types of strategies employed, the factors 

influencing their effectiveness, and their impact on business 

performance. The results corroborate and build upon the 

existing literature in several important ways. 

The high prevalence of digital marketing and e-

commerce strategies among the surveyed businesses aligns 

with prior research suggesting that these are common entry 

points for digital transformation in small businesses [13]. 

Furthermore, the considerable adoption of digital 

product/service innovation may reflect an evolving digital 

landscape where innovative solutions offer competitive 

advantages [5]. 

The study also underscores the pivotal role of digital 

literacy, support from technology providers, and access to 

resources in the successful implementation of digital 

transformation strategies. This aligns with previous research 

emphasizing the importance of these factors in facilitating 

digital transformation [14]. 

Finally, the significant positive relationship between 

digital transformation strategies and business performance 

aligns with studies that have highlighted the benefits of 

digitalization for small businesses [5]. Notably, our findings 

suggest that these benefits are manifest across various 

performance indicators, thus reinforcing the broad scope of 

digital transformation's impact. 

However, the study is not without limitations. The 

sample, although diverse, was confined to businesses in the 

Philippines, and thus the results may not be generalizable to 

other contexts. Future research could explore similar 

questions in different countries or sectors. Also, the cross-

sectional nature of the survey restricts our understanding of 

how digital transformation strategies evolve over time. 

Longitudinal research could provide a more dynamic view 

of these processes. 

CONCLUSION 

This study examined digital transformation strategies for 

small businesses in the Philippines, a relatively 

underexplored area of research. The results indicated that 

digital marketing, e-commerce, and digital product/service 

innovation are key strategies employed by these businesses. 

Crucial factors for the effective implementation of these 

strategies included digital literacy, support from technology 

providers, and access to resources. Furthermore, digital 

transformation strategies were found to significantly 

influence various aspects of business performance. 

The findings contribute to the existing body of 

knowledge on digital transformation in several ways. Firstly, 

they highlight the prevalence of specific digital 

transformation strategies among small businesses in the 

Philippines, providing a unique regional perspective on this 

global phenomenon. This insight may prompt further 

research into the reasons behind the popularity of these 

strategies and their specific implementation challenges in 

this context. 

Secondly, the study underscores the importance of 

various factors, including digital literacy and access to 

resources, in the successful implementation of digital 

transformation strategies. These findings enrich our 

understanding of the prerequisites for effective digital 

transformation, laying the groundwork for more focused 

investigations into these variables. 

Finally, the research affirms the positive impact of 

digital transformation on business performance, which 

extends the growing body of evidence supporting the 

benefits of digitalization for small businesses. 

RECOMMENDATIONS 

Given the significant influence of digital literacy on the 

effectiveness of digital transformation strategies, it is 

recommended that further research should investigate the 

specific aspects of digital literacy that are most critical for 

this process. Additionally, strategies for enhancing digital 

literacy among small business operators could be explored. 

The role of technology providers as a significant factor 

influencing the effectiveness of digital transformation 

strategies points towards the need for more research into the 

nature of this support. Future studies could examine how 

technology providers can best assist small businesses in their 

digital transformation journey. 

The study also recommends further exploration into the 

link between digital transformation and various performance 

indicators. While this study provided evidence of a positive 

relationship, future research could delve into the 

mechanisms behind this relationship, providing a more 

nuanced understanding of how digital transformation 

strategies enhance business performance. 

From a practical standpoint, this research suggests that 

small businesses in the Philippines, and potentially in similar 

contexts, would benefit from implementing digital 

marketing, e-commerce, and digital product/service 

innovation strategies. However, in doing so, they should 

ensure that they have adequate digital literacy and support 

from technology providers, as well as sufficient resources. 

Finally, in light of the study's limitations, future 

research should aim to investigate digital transformation 

strategies among small businesses in different countries or 

sectors. Longitudinal studies could provide a more dynamic 

view of how these strategies evolve over time and how their 

effects on business performance unfold.  
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These research directions would undoubtedly enrich our 

understanding of digital transformation strategies, making a 

significant contribution to this rapidly evolving field. 
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