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Abstract - This study explores how micro and small 

enterprises (MSEs) in Suzhou, China, navigate digital 

transformation (DT) within a smart city context while 

preserving cultural authenticity. Through a mixed-methods 

approach involving survey data and thematic analysis, it 

examines the challenges these businesses face, including limited 

resources, skill shortages, and resistance to change, as well as 

the opportunities digital tools provide in enhancing market 

access and operational efficiency. The study emphasizes the role 

of governance, localized strategies, and emotional dimensions of 

risk in shaping DT outcomes. Findings highlight the need for 

culturally responsive and inclusive digital strategies to ensure 

that small enterprises in heritage-rich environments are not left 

behind in the smart city transition.  
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I. INTRODUCTION

Digital transformation (DT) has become a vital enabler of 
competitiveness and innovation for micro and small enterprises 
(MSEs), promising enhancements in operational efficiency, 
customer engagement, and access to new markets (Chen, 2024). 
However, the adoption of digital tools remains uneven across sectors 
and geographies, particularly for MSEs operating in heritage-rich 
environments, where modernization pressures often come into 
conflict with efforts to preserve cultural authenticity. 

Suzhou, China, illustrates this dynamic vividly. Renowned for 
its UNESCO-recognized historic neighborhoods and architectural 
heritage, Suzhou is simultaneously emerging as a leader in China’s 
digital economy and smart city development (Ouyang, 2024). This 
dual identity creates unique pressures for local MSEs, who must 
navigate the demands of technological advancement while 
safeguarding their cultural legacies and community-oriented 
practices. 

Despite the global enthusiasm for smart city development, many 
studies continue to treat digital innovation and cultural heritage as 
separate domains. Most literature tends to focus either on the 
deployment of digital tools in urban environments or on the 
preservation of cultural assets in isolation (Panagiotakopoulou & 
Kaldis, 2023). This leaves a critical gap in understanding how small, 
often family-run enterprises in culturally sensitive areas experience 
digital change, not just economically, but also emotionally and 
socially. 

This study addresses that gap by analyzing both quantitative and 
qualitative data collected from MSEs located in Suzhou’s historic 
districts. It seeks to uncover how these businesses perceive and 
respond to digital transformation in ways that reflect their resource 
limitations, cultural responsibilities, and emotional realities.

Ultimately, the study contributes to a growing body of work 
advocating for culturally inclusive and participatory approaches to 
digital development within the smart city paradigm. 

II. LITERATURE REVIEW

While the benefits of digital transformation for small businesses 
are well-documented, ranging from improved customer 
management and operational efficiency to increased market 
visibility (Ruel et al., 2021; Chun-hui et al., 2021), smaller firms, 
particularly those in the heritage sector, face distinctive challenges. 
These include limited capital, lack of digital expertise, and the risk 
of cultural dilution when adopting standardized platforms (Bekele et 
al., 2024; Kalay et al., 2022). 

Importantly, recent scholarship emphasizes that digital 
transformation in cultural sectors is not solely technical or 
economic; it is also deeply cultural, emotional, and political. For 
instance, Borseková, Vitálišová, and Bitušíková (2023) argue that 
participatory governance in culture and tourism must extend to 
grassroots actors, including small heritage businesses. They show 
that shared digital strategies, developed in collaboration with local 
enterprises, foster both authenticity and emotional legitimacy. This 
aligns directly with the Suzhou context, where MSEs are not passive 
adopters of policy, but custodians of cultural identity who must be 
included in co-designing digital futures. 

Echoing this, Wang (2023) highlights emotional resistance to 
top-down modernization in Chinese heritage towns, emphasizing 
that resistance to digitalization is often rooted not in ignorance but 
in a desire to preserve autonomy, tradition, and identity. This 
perspective reflects the qualitative feedback from Suzhou MSEs, 
many of whom expressed fear of losing legacy models and anxiety 
about being subsumed by impersonal digital systems. 

On the technological side, Chung (2024) demonstrates how 
digital interventions in Cantonese opera successfully preserved 
intangible cultural elements, yet simultaneously raised ethical 
concerns about authenticity and representation. Similarly, in 
Suzhou, cultural retailers and culinary businesses worried that 
digital tools, especially platform algorithms and uniform interfaces, 
could dilute their distinctiveness and misrepresent their cultural 
ethos. 

Hartman and Zandberg (2015) further critique the failure of 
cultural innovation in the Netherlands, pointing to top-down 
planning and lack of community inclusion as major barriers to 
successful transformation. These findings underscore the need for 
inclusive digital governance that treats MSEs not as obstacles, but 
as partners in the smart city transition. 



Adding to this, Zreika (2023) advocates for grassroots-led 
revitalization of overlooked cultural districts through participatory 
design and co-creation. This model of bottom-up innovation is 
especially applicable to heritage environments like Suzhou, where 
local knowledge and emotional investments are critical for 
sustainable digital adoption. 

Taken together, this growing body of literature reveals the need 
for a mixed-methods approach to studying digital transformation, 
one that combines structured surveys with open-ended narrative 
inquiry. This methodology not only allows for statistical analysis of 
barriers and opportunities but also captures the deeply felt 
experiences and emotional landscapes that shape the digital journey 
of heritage-sector MSEs. Furthermore, it supports emerging policy 
recommendations that emphasize cultural sensitivity, participatory 
frameworks, and emotional intelligence as essential components of 
inclusive smart city governance. 

Drawing from this expanded theoretical foundation, the study is 
guided by the following research questions: 

1. How do micro and small enterprises in heritage districts 
perceive the emotional risks and cultural trade-offs involved in 
digital transformation? 

2. In what ways can participatory governance frameworks 
empower MSEs to co-create contextually relevant digital solutions 
in smart cities? 

3. How does the tension between standardized digital 
platforms and local authenticity affect the willingness of MSEs to 
adopt digital tools in culturally rich environments? 

This first question explores the emotional and identity-driven 
dimensions of DT adoption, validating findings from Wang (2023) 
and Hartman & Zandberg (2015). The second question, rooted in the 
work of Borseková et al. (2023) and Zreika (2023), investigates co-
creation and policy inclusion. Inspired by Chung (2024), this 
question assesses how platform design impacts cultural 
representation and business identity. 

 

III. METHODOLOGY 

 

This study employed a mixed-methods research design. A 
structured questionnaire was administered to 45 MSE owners in 
Suzhou’s heritage zones, focusing on perceptions of digital 
transformation, governance, workforce capacity, and infrastructure. 
The quantitative data was complemented by open-ended questions 
designed to elicit narrative responses (Kelle, 2006) on challenges 
and motivations related to DT. 

Descriptive statistics, group comparisons, and a multiple linear 
regression model were used to examine how variables such as 
business size, workforce issues, and governance perceptions 
influenced attitudes toward digital tools. Open-ended responses 
were analyzed thematically using an inductive coding process 
(Braun & Clarke, 2006). 

Participants were drawn from diverse industries including 
cultural retail, tourism, dining, and non-profit sectors. The majority 
employed fewer than ten people and had operated for between two 
and twenty years. Ethical considerations included informed consent, 
confidentiality, and sensitivity to cultural and historical business 
contexts. 

Structured questionnaires allow for reliable measurement and 
statistical comparison of perceptions across diverse MSEs, which is 
essential for drawing generalizable insights (Del Vecchio et al., 
2025). Simultaneously, open-ended questions are critical in 
culturally embedded digital transitions, where emotional concerns, 
identity preservation, and nuanced resistance emerge, factors not 
easily measurable via fixed-scale items (Buhalis & Karatay, 2022; 
Zhang & Papp-Váry, 2024). 

Recent studies in digital heritage and smart city transformations 
have used this dual-method approach to reveal both quantitative 
trends and qualitative narratives, particularly in cases involving 
community tradition, cultural authenticity, and artisan-led 
businesses (Spadoni et al., 2023; Liu, 2020; Xia & Yu, 2024). This 
approach also supports participatory urban policy models and the 
co-creation of technological tools with stakeholders (Scupola & 
Mergel, 2022). 

 

IV. FINDINGS 

 

Quantitative analysis revealed that MSEs in Suzhou generally 
perceive digital transformation as beneficial but also challenging. 
Table 1 indicates results, on a five-point Likert scale, digital 
opportunities were rated higher (mean = 3.39) than digital 
challenges (mean = 3.04), suggesting cautious optimism among 
participants. The most pressing challenges were related to economic 
conditions (mean = 3.02) and urban mobility (mean = 2.98), 
followed by concerns related to governance (2.66) and workforce 
constraints (2.64). 

Perceptions of smart infrastructure and its potential benefits, 
such as improved traffic flow, digital services, and environmental 
monitoring, received relatively favorable ratings (mean = 3.48), 
indicating openness to smart city innovations despite 
implementation concerns. These findings are summarized in the 
table below: 

Table1 Survey Findings Summary 

Challenge/Opportunity  Mean Std Deviation 

Digital Opportunities  3.39 0.78 

Digital Challenges  3.04 1.2 

Economic Pressure  3.02 1.19 

Governance Issues  2.66 0.96 

Mobility & Infrastructure  2.98 1.02 

Workforce Constraints  2.64 0.89 

Smart Infrastructure Perception 3.48 0.7 

 

In terms of variance, digital challenges showed the highest 
standard deviation (1.20), indicating a wide range of experiences 
among businesses. This variation reflects the diversity in firm size, 
age, and digital maturity. Newer firms tended to report fewer 
obstacles and higher adaptability, whereas older or mid-sized firms 
expressed more difficulty adapting to technological shifts, likely due 
to institutional inertia and embedded cultural practices. To illustrate  



Figure1 Perceived Digital Transformation Challenges and 
Opportunities 

 

These ratings, the chart below visualizes the relative severity of 
each challenge or opportunity: 

Qualitative responses reinforced these statistical trends (figure 
1), with themes such as "lack of expert guidance" and "risk aversion" 
particularly prevalent among businesses reporting higher challenge 
scores. Qualitative analysis revealed five core themes: 

1. Lack of Expert Support: Many businesses expressed an 
inability to afford ICT consultants or access professional guidance, 
perhaps hinting towards need for Government policy support on 
such programs that could develop this. 

2. Workforce Restructuring Challenges: Reskilling or 
replacing staff created emotional and operational friction. 

3. Cultural Resistance to Change: Business models based on 
tradition were often at odds with experimentation or rapid adoption. 

4. Fear and Risk Aversion: Business owners described 
anxiety about unknown technologies and feared losses from 
unsuccessful implementations. 

5. Compound Barriers: A significant number of respondents 
stated they experienced “all of the above,” suggesting systemic 
rather than isolated difficulties. 

Younger firms and those with smaller teams tended to report 
fewer barriers and more positive attitudes toward digital tools, 
possibly due to greater adaptability and fewer entrenched routines. 

V. DISCUSSION 

The findings confirm that digital transformation is not merely a 
technical shift but a deeply personal and cultural transition for micro 
and small enterprises (MSEs) in heritage-rich environments. Small 
businesses often operate with limited staff, frequently family-run, 
and hold strong emotional ties to their legacy models. This sense of 
identity is closely intertwined with local customs, community 
reputation, and artisanal knowledge, which many fear could be 
diluted or commodified through digitalization. Several business 
owners, especially in the food and cultural sectors, raised concerns 
about digital platforms pushing standardized marketing formats, 
reducing the visibility of niche or handcrafted offerings. Micro-
businesses need assurance of equitable representation, training 
opportunities, and peer-learning networks to feel secure in making 
the transition.  

Moreover, businesses not already positioned in tourist hotspots 
reported being left behind as government subsidies and digital 
promotions tend to favour anchor brands or flagship heritage sites. 
Without inclusive design and governance, small enterprises risk 
being peripheral players in smart city transitions. While digital tools 
are increasingly available, their adoption is shaped by emotional, 
structural, and cultural factors. MSEs in Suzhou are not resistant to 
innovation per se, but hesitant due to compounded barriers and a 
perceived mismatch between technological solutions and traditional 
business practices. This aligns with broader scholarship on smart 
cities and inclusion, which warns against assuming that 
infrastructure alone guarantees engagement (Lee et al., 2020). The 
Suzhou case demonstrates that localized policies, peer learning 
ecosystems, and mentorship can play critical roles in building trust 
and digital confidence. 

Participatory governance, such as that seen in Amsterdam’s 
“living labs,” can provide small firms with low-risk environments to 
test digital tools and co-design solutions (Lal & Houghtalin, 2018). 
Such approaches could be replicated in Suzhou to support digitally 

 



hesitant MSEs. To bridge the digital divide in heritage cities, local 
governments must go beyond infrastructure and app development. 
Policies must actively support small business digital onboarding, 
especially in sectors like traditional dining, cultural retail, and arts 
and crafts. Strategic subsidies, co-branded digital promotions, and 
incentives for participation in smart platforms can build trust and 
reduce perceived risk among hesitant entrepreneurs.  

Furthermore, creating digital mentorship hubs or community 
tech incubators can empower small businesses to experiment with 
low-cost tools such as AR-assisted tourism, mobile ordering, or 
online bookings, tailored to their scale and style. These need to be 
culturally aligned and non-invasive, preserving each business's 
distinct identity while enhancing access and visibility in the digital 
sphere. 

VI. CONCLUSION AND IMPLICATIONS

This study contributes to the growing discourse on inclusive 
digital transformation by examining MSEs in a heritage-rich smart 
city. It finds that while opportunities exist, structural constraints and 
cultural concerns significantly shape digital engagement. 
Policymakers must look beyond infrastructure and provide 
culturally sensitive training, advisory support, and participatory 
frameworks. 

MSEs should not be treated as passive adopters but as active co-
creators of the digital economy. By recognizing their unique 
positioning within the cultural and economic fabric of cities like 
Suzhou, governments can promote smarter, more inclusive forms of 
digital transformation that respect and preserve local heritage while 
fostering innovation and resilience. 
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