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Abstract. This study analyzes whether government support moderates the effects of digital transformation, risk
management, and entrepreneurial character on MSMEs resilience in the Bantul (Yogyakarta) leather craft cluster.
Using a quantitative survey of 197 actively producing artisans, we employed a Likert scale questionnaire and
tested the measurement and structural models with Partial Least Squares Structural Equation Modeling (PLS-
SEM). Results indicate that digital transformation, risk management, and entrepreneurial character each exert a
positive and significant effect on MSME:s resilience, with risk management emerging as the strongest driver of
enterprise durability. Moderation tests show that government support significantly amplifies the link between
entrepreneurial character and resilience, but does not significantly moderate the relationships between digital
transformation or risk management and resilience. The findings imply that strengthening MSMEs resilience
cannot rely solely on external support; it must be anchored in internal capacities particularly robust risk
management and adaptive entrepreneurial traits. Policy should prioritize entrepreneur empowerment, digital
literacy upgrading, and targeted training facilitation to enhance competitiveness and sustainability of leather-craft
MSMEs in a globalized market.

Keywords: Digital Transformation; Entrepreneurial Character; Government Support; MSMEs Resilience; Risk
Management.

1. INTRODUCTION

Over the past few decades, the global business landscape has faced multiple economic
and social crises that have significantly affected the sustainability of micro, small, and medium
enterprises (MSMESs) (Juim et al., 2021). These crises ranging from financial instability to
natural disasters and global pandemics have had a lasting impact on business activities, with
recovery trajectories that remain uncertain. Among the sectors most affected, MSMEs have
been recognized as both vulnerable and vital, especially in developing economies such as
Indonesia, where they form the backbone of local economic growth and employment (Liu et
al., 2022). The COVID-19 pandemic, for instance, demonstrated how external shocks can
severely disrupt MSMESs operations, forcing many business owners to either adapt or close
permanently (Brown et al., 2020). In such contexts, the concept of business resilience has
emerged as a critical determinant of MSMEs survival and long-term competitiveness.

Resilience, originally rooted in disciplines such as engineering and ecology, has
evolved into a multidimensional concept applied across psychology, sociology, disaster
management, and business administration (Putritamara et al., 2023). Within the MSMEs
context, resilience refers to the ability of enterprises to absorb shocks, adapt to changing

environments, and continue functioning effectively despite crises. Resilient entrepreneurs
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exhibit strong self-regulation, creativity, and adaptive capabilities that enable them to transform
challenges into opportunities (Pennetta et al., 2025). As highlighted by prior studies, the
resilience process in MSMEs serves dual purposes: in the short term, it minimizes failure rates
and operational disruptions in the long term, it strengthens sustainability by cultivating
proactive adaptation, innovation, and self-reliance (Nadkarni & Priigl, 2020).

In Indonesia, MSMEs play a pivotal role in regional development, particularly in
provinces with strong cultural and creative industries such as Yogyakarta (Lantu et al., 2022).
Among these, the leather craft industry especially in the Desa Wisata Pucung, Wukirsari,
Imogiri, Bantul represents a unique intersection of tradition, culture, and entrepreneurship. The
village is well known for its production of leather-based crafts, particularly wayang kulit
(shadow puppets), which embody Javanese heritage and craftsmanship passed down through
generations (Surti, 2025). Through the establishment of the Paguyuban Pengrajin Wayang
Kulit Pucung, local artisans have sought to preserve this heritage while adapting it to
contemporary markets through tourism branding and cultural education.

The leather puppet (wayang kulit) industry in the tourism village of Pucung faces
serious challenges in terms of artisan regeneration, which may threaten the continuity and
future development of the craft. These challenges include (1) the declining interest of younger
generations in continuing the tradition, largely due to limited understanding of wayang art and
the intricate, time-consuming production process that requires precision and patience; (2) the
lack of knowledge and technical expertise among young people; and (3) the complexity of the
production process, which demands advanced skills and considerable time investment. The
resilience of the wayang kulit industry in Pucung, Bantul, depends heavily on its ability to
attract younger generations and to adapt marketing strategies through the use of modern
technology (Sugiarti et al., 2019). With adequate government support and increased public
awareness of the cultural significance of this heritage, it is expected that the wayang kulit
industry will be able to survive and continue to thrive in the future (Fauzi et al., 2025).

Digital transformation represents one of the most pressing yet promising dimensions of
MSMEs resilience (Tuegeh et al., 2025). Although the digital economy provides opportunities
for efficiency, innovation, and market expansion, many MSMEs in Indonesia still struggle with
low digital literacy, limited access to digital infrastructure, and inadequate cybersecurity
measures. Data indicate that only about 20% of Indonesian MSMESs have effectively adopted
digital technologies, while approximately 40% report having access barriers or a lack of digital
skills (Nugroho et al., 2025). Moreover, cybersecurity threats pose new risks to small

enterprises with weak protection systems. Therefore, digital transformation is not merely about
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technology adoption but also about building an enabling ecosystem encompassing digital skills,
government support, and risk mitigation to enhance MSMEs resilience in an increasingly
volatile and competitive environment (Amalia et al., 2024).

The digital era has transformed work patterns, business models, and consumer
behavior, reshaping how enterprises operate and compete (Bachtiar & Setiawan, 2023).
However, digital transformation in creative industries remains challenging, especially for
traditional artisans facing financial constraints, limited digital literacy, and cultural resistance.
Many still rely on manual production methods that value artistry and cultural authenticity,
making technological integration difficult. Thus, resilience in the digital age requires balancing
cultural preservation with innovation (Mitter et al., 2022). The Pucung leather craft industry
must strategically use technology to expand market access, improve production and marketing,
and strengthen branding. By combining tradition and innovation, it can boost competitiveness,
attract younger generations, and thrive as a modern yet culturally rooted creative industry.

Another vital aspect of MSME:s resilience lies in the effective implementation of risk
management practices. In an era of rapid market changes, technological disruptions, and global
uncertainty, small enterprises face diverse risks such as supply chain disruptions, financial
instability, and shifts in consumer demand (Hannevig, 2025). The ability to identify, assess,
and mitigate these risks systematically is crucial for ensuring business continuity and long-term
sustainability. Research shows that MSMEs with proactive risk management systems are more
adaptable, experience fewer financial losses, and gain stronger stakeholder trust. However,
many MSMEs in Indonesia still lack awareness and capacity to apply structured risk
management, often leading to reactive decisions and greater vulnerability during crises like the
COVID-19 pandemic (Goodell, 2020). Therefore, integrating risk management education,
digital tools, and government policy support is essential to build a culture of preparedness and
strengthen MSMEs resilience against future disruptions.

Equally critical is the entrepreneurial character of MSMEs owners. Entrepreneurs who
exhibit traits such as innovation, perseverance, and risk-taking tend to adapt more effectively
to market changes and uncertainties (Godwin et al., 2024). During crises, these traits become
the psychological foundation of resilience, influencing how entrepreneurs perceive challenges
and respond strategically. Studies have emphasized that resilient entrepreneurs not only survive
disruptions but also use adversity as a platform for innovation and transformation (Pratomo et
al., 2025). In Indonesia, however, the Global Entrepreneurship Index (GEI) places the country
at the 75th position globally, reflecting a relatively low level of entrepreneurial activity

compared to neighboring nations (Sokhi et al., 2021). This indicates that the entrepreneurial
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mindset encompassing passion, persistence (grit), and long-term vision remains
underdeveloped among many Indonesian business owners. Building entrepreneurial grit,
defined as consistent effort and perseverance toward long-term goals, is therefore vital to
enhancing the endurance and competitiveness of MSMEs.

While entrepreneurial character is a personal factor, external support from government
institutions plays a decisive role in enabling MSME:s resilience (Konopik et al., 2022). In
Indonesia, legal frameworks such as Law No. 20 of 2008 on Micro, Small, and Medium
Enterprises mandate the government to foster MSMEs development through credit access,
production and marketing support, human resource development, and technological assistance.
Government intervention through training programs, financial incentives, and market
facilitation directly contributes to improving MSMEs competitiveness (Raharjo, 2024).
However, in the case of the leather craft industry in Pucung, government involvement remains
limited. Artisans express the need for more structured programs focusing on youth engagement,
cultural education, and digital marketing. The absence of such initiatives has exacerbated the
intergenerational gap and constrained innovation capacity.

Given this context, this study aims to analyze the determinants of MSMEs resilience in
the Pucung leather craft industry, one of Indonesia’s notable creative sectors rooted in cultural
heritage. The research focuses on four main constructs: (1) digital transformation, (2) risk
management, (3) entrepreneurial character, and (4) government support as a moderating factor.
These factors represent the interaction between internal capabilities and external support
systems in enhancing small enterprises’ adaptive capacity to market dynamics. The study
examines how digital transformation modernizes production and marketing, how risk
management reduces business vulnerabilities, and how entrepreneurial character fosters
innovation and persistence. It also explores how government support through policies, training,
and financial incentives strengthens these relationships (Safitri et al., 2024).

The objectives of this study are threefold. First, it aims to identify and analyze the direct
influence of digital transformation, risk management, and entrepreneurial character on the
resilience of MSMEs, particularly within the context of the Pucung leather craft industry
(Hamdan et al., 2025). Second, it seeks to evaluate the moderating role of government support
in enhancing MSMEs resilience, emphasizing how policy interventions, capacity-building
programs, and institutional assistance can strengthen the relationship between internal
capabilities and business sustainability. Third, the study intends to provide empirical evidence
and practical policy recommendations that can guide stakeholders in formulating sustainable

development strategies for the creative MSMEs sector, especially those rooted in cultural
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heritage. Through these objectives, the research aspires to contribute both theoretically and
practically to the advancement of MSMESs resilience models that integrate innovation, cultural
preservation, and inclusive policy support (Wahmuda et al., 2025).

This research contributes both theoretically and practically. Theoretically, it extends
the literature on MSMEs resilience by integrating psychological (entrepreneurial character),
managerial (risk management), and institutional (government support) dimensions within a
digital transformation framework (Braumann, 2018). This holistic model addresses existing
research gaps where studies often analyze these variables in isolation (Damayanti et al., 2023).
Practically, the findings will inform policymakers and development agencies in designing
targeted interventions such as digital upskilling, entrepreneurial training, and collaborative
programs to strengthen MSMEs resilience, especially in traditional craft industries facing
modernization challenges (Mitter et al., 2022).

Furthermore, this study offers novelty by contextualizing MSMEs resilience within a
cultural industry setting an area that remains underexplored in resilience and digital
transformation research (Mikes & Kaplan, 2015). While prior studies have focused
predominantly on manufacturing or service-based MSMEs, few have examined how heritage-
based creative enterprises adapt to digital transitions and intergenerational shifts (Nadkarni &
Priigl, 2020). By analyzing the Pucung leather craft industry, the research provides unique
insights into how cultural sustainability and business resilience intersect. The study also
introduces a conceptual linkage between entrepreneurial grit and resilience, proposing that
perseverance and long-term consistency are psychological mechanisms that enhance adaptive
capacity among artisans.

From a policy perspective, this study highlights that government support serves not
only as an external resource but also as a moderating factor that strengthens the impact of
internal capabilities on MSMEs resilience (Hadi et al., 2025). Aligning government initiatives
with MSMEs strengths is crucial to promote sustainable growth and adaptability. In culturally
rich regions like Yogyakarta, government intervention should extend beyond financial aid to
foster innovation, creativity, and long-term competitiveness through entrepreneurship
education, digital literacy, and technological integration. Engaging younger generations in the
creative sector can also drive innovation while preserving traditional craftsmanship (Hannevig,
2025). Thus, the government should act as a facilitator of transformation, building an
ecosystem that nurtures resilience, collaboration, and innovation while safeguarding cultural

identity.
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MSMEs navigate an era characterized by uncertainty, competition, and digital disruption,
resilience becomes a multidimensional capability that determines survival and growth (Amalia
et al., 2024). The sustainability of Yogyakarta’s leather craft industry, particularly in Desa
Wisata Pucung, depends on the interplay between adaptive entrepreneurship, technological
innovation, risk governance, and institutional collaboration. Strengthening these elements will
not only secure the livelihood of artisans but also safeguard Indonesia’s intangible cultural
heritage. Through empirical examination of these interrelated factors, this study aims to
provide comprehensive insights into the mechanisms of MSMEs resilience and to propose
actionable strategies for building adaptive, competitive, and culturally rooted enterprises in the

post-crisis era.

2. THEORETICAL FRAMEWORK

MSME:s resilience refers to the ability of micro, small, and medium enterprises to
withstand, adapt to, and recover from environmental pressures and uncertainties in the business
landscape. In this context, resilience reflects the extent to which business actors can maintain
continuity and sustainability despite facing economic crises, technological disruptions,
changing market trends, and increasing competition. To achieve such resilience, both internal
and external factors are needed to strengthen the adaptive capacity and endurance of MSME:s.
Theoretically and empirically, several key determinants are recognized as crucial contributors
to MSMEs resilience, namely digital transformation, risk management, entrepreneurial
character, and government support as a moderating factor.

Digital transformation has become one of the most influential factors shaping MSMEs
resilience in the modern economy. Businesses that successfully adopt digital technologies are
better equipped to adjust to market changes, expand their customer reach, enhance operational
efficiency, and make data driven decisions. The ability to leverage digital tools enables MSMEs
to remain agile, sustain competitiveness, and accelerate recovery from crises such as the
COVID-19 pandemic. Thus, digital transformation plays a vital role in enhancing flexibility,
responsiveness, and long-term adaptability to market dynamics.

Another important determinant of resilience is risk management. Effective risk
management allows MSME:s to identify, assess, and mitigate potential threats that could disrupt
business operations. Enterprises that apply structured and proactive risk management
frameworks can anticipate market fluctuations, minimize losses, and recover more effectively

after disruptions. This systematic approach strengthens their preparedness and ensures better
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continuity in the face of uncertainty. Consequently, MSMEs with strong risk management
capabilities are more resilient in navigating volatile economic conditions.

In addition, entrepreneurial character also contributes significantly to building MSMEs
resilience. Traits such as risk-taking, innovativeness, proactiveness, and opportunity
orientation enable entrepreneurs to adapt to uncertainty, recognize opportunities, and remain
persistent during challenging circumstances. A strong entrepreneurial mindset fosters creativity
and optimism, helping business owners sustain growth and overcome crises. This mindset not
only reinforces business continuity but also drives innovation and competitiveness in dynamic
markets.

While internal capabilities are essential, MSMEs often face resource limitations that
restrict their ability to fully implement digital transformation or formal risk management
strategies. In this regard, government support plays a crucial moderating role in strengthening
MSMEs resilience. Such support may include training and capacity-building programs,
financial assistance, digital infrastructure development, and policy interventions that create an
enabling environment for small business growth. Government involvement helps bridge
capability gaps, encourage innovation, and amplify the positive effects of internal factors on
business sustainability.

Based on this theoretical and empirical framework, it can be conceptualized that digital
transformation, risk management, and entrepreneurial character directly and positively
influence MSME:s resilience. Meanwhile, government support serves as a moderating variable
that reinforces the relationship between these independent factors and the overall resilience of
MSMEs. The conceptual model derived from this framework illustrates how the integration of
internal capabilities and external support can enhance the sustainability and competitiveness of

MSMEs, particularly in traditional creative industries such as the Pucung leather craft sector.

Digital
Transpormation (X1) |
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Figure 1. Conceptual Framework Model.
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3. RESEARCH METHODS

This study employed an ex post facto research design with a quantitative approach,
aiming to reveal the relationships among variables without providing any direct treatment or
manipulation of the subjects (Amalia et al., 2024). This approach was selected because the data
collected were numerical and analyzed statistically to identify patterns and causal relationships.
The research was conducted at the Pucung Leather Puppet (Wayang Kulit) Industry Center,
located in Imogiri, Bantul, over a period of five months (May—September 2025). The total
population of this study consisted of 387 individuals. Based on the Slovin formula with a
margin of error (e) of 5%, the minimum required sample size was calculated to ensure

representative and statistically reliable results.

~ 387
" 11387 (5%)2

n =197

The respondents consisted of 197 leather puppet artisans who had been engaged in the
craft for at least five years and were members of the Paguyuban Wisata Wayang (Wayang
Tourism Association).

Data were collected through questionnaires and open-ended questions. The
questionnaire utilized a five-point Likert scale to measure the variables of MSMEs Resilience,
Digital Transformation, Risk Management, Entrepreneurial Character, and Government
Support, and was distributed both in printed and online formats (Putri et al., 2023). Content
validity was evaluated through expert judgment, while construct validity was assessed using
Confirmatory Factor Analysis (CFA). The reliability of each construct was tested using

Cronbach’s Alpha to ensure internal consistency.
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Table 1. Likert scale.

Response Option Abbreviation Positive Statement Score Negative Statement Score
Strongly Agree SA 5 1
Agree A 4 2
Neutral N 3 3
Disagree D 2 4
Strongly Disagree SD 1 5

Data analysis was carried out using Structural Equation Modeling (SEM) based on the
Partial Least Squares (PLS) technique. This analytical method was applied to examine the
conceptual model that explores the moderating role of government support in strengthening the
effects of digital transformation, risk management, and entrepreneurial character on MSMEs

resilience within the Bantul leather craft industry cluster.

4. RESEARCH FINDING AND DISCUSSION

This study examines how digital transformation (X1), risk management (X2), and
entrepreneurial character (X3) influence MSMEs resilience (Y). In addition, it investigates
whether government support (Z) serves as a moderating variable that strengthens the
relationships among these constructs. Based on the conceptual framework, six hypotheses were
formulated and tested: three hypotheses address the direct effects (H1-H3), while the other
three explore the moderating effects (H4—H6). Figure 1 below illustrates the research model

developed for this study.
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Figure 2. Research Model.

The analysis employed Partial Least Squares Structural Equation Modeling (PLS-SEM)
using SmartPLS software. This method was selected for its suitability in predictive and
exploratory research involving latent constructs and data that may not meet normality
assumptions. The outer loading cut-off was set at 0.50, which is acceptable for exploratory
studies, ensuring that each indicator contributes meaningfully to its construct while maintaining

adequate reliability and validity for the overall model.
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The evaluation of the measurement model (outer model) was carried out to ensure that
the indicators used accurately represent the latent constructs under investigation. This process
is crucial to confirm the reliability and validity of the measurement instruments before testing

the structural relationships among variables.
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Figure 3. Output Outer Loading.

Based on the results of the structural model generated through the Partial Least Squares
Structural Equation Modeling (PLS-SEM) analysis, the research model consists of four main
constructs Digital Transformation (X1), Risk Management (X2), Entrepreneurial Character
(X3), and Government Support (Z) as a moderating variable, with MSMEs Resilience (Y)
serving as the dependent variable. Each construct is measured by several indicators with outer
loading values ranging from 0.6 to 0.9, indicating that all indicators have a sufficiently strong
and valid contribution in representing their respective constructs. The three independent
variables digital transformation, risk management, and entrepreneurial character show a
positive influence on MSMEs resilience, as illustrated by the directional paths leading directly
to variable Y (Gold, 2025). Meanwhile, government support functions as a moderating variable
that strengthens the relationships between the three independent variables and MSMEs
resilience, as depicted by the dashed moderation paths in the model.

After the problematic items were removed, the next step was to evaluate the construct
reliability by examining the values of Cronbach’s Alpha, Composite Reliability (CR), and
rho A. These three indicators are used to assess the internal consistency of each construct,
ensuring that all remaining indicators reliably measure the same underlying concept.

Table 2. Construct Reliability Test Results.

Construct Cronbach’s Alpha Composite Reliability (CR) rho A Interpretation
Digital Transformation (X1) 0.846 0.883 0.857 Reliable
Risk Management (X2) 0.828 0.870 0.836 Reliable
Entrepreneurial Character 0.822 0.844 0.852 Reliable
(X3)
MSMEs Resilience (Y) 0.788 0.845 0.802 Reliable
Government Support (Z) 0.845 0.893 0.920 Reliable

377 Anggaran - Volume 4, Nomor 2, Juni 2026



E-ISSN .: 3031-3384 ; P-ISSN .: 3031-3392, Hal. 368-385

All constructs show Composite Reliability (CR) values greater than 0.70 and
Cronbach’s Alpha values above 0.70, indicating that the internal consistency of the indicators
for each construct is strong. The rho A values, which are also above 0.70, further support this
finding. Thus, all constructs can be declared reliable. The construct reliability results also
demonstrate consistent outcomes across all variables. Each construct recorded Cronbach’s
Alpha and Composite Reliability values exceeding the 0.70 threshold, confirming that the
indicators within each construct possess good internal consistency. In other words, the
indicators within each construct operate cohesively and uniformly in measuring the intended
latent concept.

Convergent validity was evaluated using the Average Variance Extracted (AVE) value.
The AVE indicates the proportion of variance in the indicators that can be explained by the
construct, reflecting how well the indicators represent the underlying latent variable.

Table 3. Average Variance Extracted (AVE).

Construct AVE Interpretation
Digital Transformation (X1) 0.557 Valid
Risk Management (X2) 0.494 Nearly Valid
Entrepreneurial Character (X3) 0.533 Valid
MSME:s Resilience (Y) 0.408 Not Valid
Government Support (Z) 0.680 Valid

Most constructs show AVE > 0.50, except for MSMEs Resilience (Y) with an AVE of
0.408 and Risk Management (X2) slightly below the threshold at 0.494. Theoretically, an AVE
of 0.50 or higher indicates good convergent validity. However, values slightly below 0.50 are
still acceptable if Composite Reliability (CR) > 0.70, as this demonstrates adequate construct
reliability (Hair et al., 2017). Therefore, in this study, both constructs were retained since their
reliability values remained strong, even though their convergent validity was somewhat
limited.

Discriminant validity refers to the extent to which a construct is empirically distinct
from other constructs in the model. In other words, each construct should measure a unique
concept even if they are theoretically related. In this study, discriminant validity was evaluated
using two methods the Fornell-Larcker Criterion and the Heterotrait—Monotrait Ratio
(HTMT). According to the Fornell-Larcker criterion, discriminant validity is achieved when
the square root of the AVE for each construct is higher than its correlation with other constructs.
As shown in Table 4, all diagonal values (square roots of AVE) are greater than the inter-

construct correlations, indicating satisfactory discriminant validity.
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Table 4. Fornell-Larcker Criterion Test Results.

Construct X1 X2 X3 Y Z
Digital Transformation (X1) 0.746
Risk Management (X2) 0.632 0.703
Entrepreneurial Character (X3) 0.611 0.589 0.730
MSME:s Resilience (Y) 0.572 0.671 0.413 0.825
Government Support (Z) 0.441 0.399 0.471 0.399 0.825

The HTMT test further supports this finding. All HTMT values are below the
conservative threshold of 0.85, confirming that each construct is empirically distinct and
measures different concepts. All HTMT values are below 0.85, confirming that the constructs
are distinct and not excessively correlated. Therefore, both the Fornell-Larcker and HTMT
results indicate that the measurement model in this study possesses good discriminant validity,
ensuring that each construct represents a unique conceptual dimension.

The structural model evaluation shows that the R? value for the endogenous construct
MSME:s Resilience (Y) is 0.494, with an adjusted R? of 0.475, indicating a moderate level of
explanatory power. The Q* predict value of 0.428 confirms the model’s positive predictive
relevance. The results of hypothesis testing show that Digital Transformation (HI), Risk
Management (H2), and Entrepreneurial Character (H3) have a positive and significant effect
on MSMEs Resilience. Meanwhile, Government Support significantly moderates only the
relationship between Entrepreneurial Character and MSMESs Resilience (H6), but not the other
two relationships (H4 and HS).

Table 5. Summary of Structural Paths and Effect Sizes (?).

Path (Hypothesis) B t-stat  p-value 2 Decision Interpretation
X1 — Y (H1) Digital 0.259 3.832  0.000 0.083 Accepted Positive and significant;
Transformation — Resilience small-moderate effect
X2 — Y (H2) Risk Management 0.416 3.553  0.000 0.112 Accepted Positive and significant;
— Resilience strongest influence
X3 — Y (H3) Entrepreneurial 0.264 2.159 0.031 0.064 Accepted Positive and significant;
Character — Resilience small effect
Z x X1 — Y (H4) Gov. Support  0.019 0301 0.763 0.001 Rejected Not significant; very
x Digital Transformation small effect
Z x X2 — Y (H5) Gov. Support  -0.097 1.056 0.291 0.006 Rejected Not significant;
x Risk Management negligible effect
Z x X3 — Y (H6) Gov. Support  0.297 3.267 0.001  0.059 Accepted Significant moderation;
x Entrepreneurial Character small effect

Table 6. Model Metrics Summary (R?, Q> predict, RMSE, MAE).

Metric Value Brief Interpretation
R? (Y = Resilience) 0.494 Moderate explanatory power
Adjusted R? (Y) 0.475 Moderate explanatory power
Q?_predict (Y) 0.428 Positive predictive relevance
RMSE (PLS, Y) 0.763 Prediction error
MAE (PLS,Y) 0.578 Average prediction error

379 Anggaran - Volume 4, Nomor 2, Juni 2026



E-ISSN .: 3031-3384 ; P-ISSN .: 3031-3392, Hal. 368-385

Figure 4. Inner Model Bootstrapping Results.

The results indicate that the model demonstrates a moderate explanatory power, with
an R? value of 0.494, meaning that nearly half of the variance in MSMEs resilience is explained
by digital transformation, risk management, and entrepreneurial character, including their
interaction with government support. The Q? predict value of 0.428 shows that the model has
positive predictive relevance, while the RMSE (0.763) and MAE (0.578) values indicate an
acceptable level of prediction error.

Among the three main paths, risk management (f = 0.416; t =3.553; 2= 0.112) has the
strongest influence on MSME:s resilience, followed by digital transformation ( = 0.259; t =
3.832; 2= 0.083) and entrepreneurial character (f =0.264; t=2.159; 2= 0.064). This suggests
that the ability to manage risks is the dominant factor contributing to business endurance and
adaptability.

Regarding moderation effects, government support is significant only in the
relationship between entrepreneurial character and resilience (H6), with = 0.297; t = 3.267;
2= 0.059, indicating that government initiatives strengthen the contribution of entrepreneurial
character to MSMEs resilience. However, the moderating effects of government support on
digital transformation (H4) and risk management (HS5) are not significant.

In total, four hypotheses were accepted and two were rejected. These findings confirm
that MSMESs resilience is shaped by a combination of internal factors digitalization, risk
management, and entrepreneurial character and external factors, particularly government
support (Pamungkas & Risman, 2024). The results further emphasize that government
assistance is most effective when directed toward strengthening entrepreneurial character,
rather than focusing solely on technical aspects such as digitalization or risk management.

The Pucung leather craft center in Imogiri, Bantul recognized as an intangible cultural
heritage hub faces several challenges, including fluctuating market demand, changing

preferences among younger generations, limited global access, and dependence on raw material



The Role of Government Support in Moderating The Effect of Digital Transformation, Risk Management, and
Entrepreneurial Character on the Resilience of MSMES in the Leather Craft Industry Center

supply chains. This study reveals that the resilience of MSMEs in this traditional craft industry
is shaped by internal factors such as digital transformation, risk management, and
entrepreneurial character, along with external factors such as government support (Warsiyah
et al., 2024). Together, these elements determine how well local artisans can sustain their
businesses and preserve cultural heritage in the face of economic and technological disruptions.

Digital transformation plays a crucial role in strengthening MSMEs resilience by
enhancing flexibility, market reach, and operational continuity, particularly in the post-
pandemic context. The adoption of e-commerce, social media marketing, design technology,
and digital supply-chain management enables artisans to expand their customer base while
maintaining authenticity (Grooss et al., 2022). However, the effectiveness of digitalization
depends heavily on digital literacy, technological costs, and infrastructure availability.
Similarly, effective risk management through identifying, mitigating, and monitoring potential
disruptions such as price fluctuations, supply delays, and shifting consumer trends helps
MSMEs remain adaptive (Fauzi et al., 2025). Practical strategies like product diversification,
partnerships with galleries, and contingency planning have proven effective in building
stronger resilience among Pucung artisans.

Entrepreneurial character further reinforces resilience through traits such as proactivity,
innovation, risk-taking, and persistence, which enable artisans to adapt, differentiate their
products, and explore new market channels, including exports (Surti, 2025). Strengthening
entrepreneurial mindsets through mentoring, branding, and creative experimentation is
especially vital for younger artisans. Meanwhile, government support serves as a moderating
factor. The study found that such support does not significantly strengthen the effects of digital
transformation or risk management likely due to generic programs and limited access (Nugroho
et al., 2025). However, it significantly amplifies the influence of entrepreneurial character by
providing targeted training, financial aid, incubation programs, and broader market
opportunities. Therefore, government involvement is most effective when aligned with
empowering entrepreneurial capacity and fostering innovation within traditional cultural

industries

5. CONCLUSION

Based on the findings of the study titled “The Role of Government Support in
Moderating The Effect of Digital Transformation, Risk Management, and Entrepreneurial
Character on The Resilience of MSMEs in The Leather Craft Industry Center”, several

conclusions can be drawn. Digital transformation has a positive and significant effect on
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MSMEs resilience, enhancing their ability to adapt to business changes. Risk management also
has a strong positive impact and emerges as the most dominant factor, highlighting the
importance of anticipating and mitigating business risks. Entrepreneurial character likewise
plays a vital role, as innovative, proactive, and risk-taking entrepreneurs are better able to
sustain their businesses amid uncertainty.

Government support, however, does not moderate the relationship between digital
transformation or risk management and MSMEs resilience, indicating that existing programs
have not effectively strengthened these aspects. Yet, it significantly moderates the link between
entrepreneurial character and resilience, suggesting that well-targeted initiatives such as
training, mentoring, and incubation programs can amplify entrepreneurial capacity. Overall,
MSMEs resilience is influenced by digital transformation, risk management, and
entrepreneurial character, with government support serving a limited but strategic role in
reinforcing entrepreneurial development.

Practically, MSMEs should enhance digital adoption, strengthen risk management
systems, and cultivate an entrepreneurial mindset built on innovation and persistence. The
government should align its policies with MSMEs needs, focusing on entrepreneurship
development, access to finance, and digital infrastructure. This study is limited to the Pucung
leather craft sector and uses a quantitative ex post facto approach; thus, future research should
employ mixed methods and comparative studies across industries to provide a deeper and

broader understanding of MSMEs resilience within Indonesia’s creative economy.
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