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Abstract 

As tourist arrivals to Bali have increased steadily over the past 40 years, the crowds from Kuta and 

Seminyak have started to shift towards the now booming area of Canggu. Rapid developments 

present the community with the challenge of preservation vs. economic growth that will impact 

the destination’s future. The objective of this study is to assess, analyze and evaluate the present 

and future situation of the Canggu area in order to give advice on the match between the area's 

supply and demand. The study provides Micro and Small Enterprises (MSEs) with 

recommendations on effective interventions in order to strengthen their strategic position to 

achieve the destination’s preferable future. This study used four different research methods: desk 

research, participant observations, surveys with tourists, and semi-structured interviews with 

enterprises. Results show that the most impactful difference between MSEs lies in the level of 

strategy refinement, which suggests that creating a circular model between MSEs could 

strengthen the area of Canggu. 

Keywords: micro and small enterprises (MSEs); sustainable development; tourism growth; Bali; 

Canggu. 
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Resumo 

À medida que o número de turistas, em Bali, foi aumentando, nos últimos 40 anos, os turistas, que 

visitavam Kuta e Seminyak, começaram a deslocar-se para Canggu, uma nova área em expansão. 

Estas tendências apresentaram à comunidade o desafio de preservação versus crescimento 

económico, que terá um impacto no futuro deste destino. O objetivo deste estudo é avaliar e 

analisar a situação atual e futura de Canggu, a fim de oferecer conselhos sobre o equilíbrio entre a 

oferta e a procura desta área. O estudo fornece recomendações às micro e pequenas empresas 

(MPE), sobre intervenções eficazes, de modo a fortalecer a sua posição estratégica para alcançar 

um futuro desejável do destino. O estudo utilizou quatro métodos de recolha de dados: pesquisa 

bibliográfica, observação participante, inquéritos a turistas e entrevistas semiestruturadas a 

empresas. Os resultados mostram que a diferença mais notória, entre as MPE, reside no nível de 

sofisticação da estratégica, o que sugere que a criação de um modelo circular entre MPE poderia 

fortalecer a área de Canggu. 

Palavras-chave: micro e pequenas empresas (MPE); desenvolvimento sustentável; crescimento 

turístico; Canggu. 

 

1. Introduction  

Tourist arrivals to Bali have increased steadily over the past 40 years (Government of Bali, 

2010). Its rich and diverse culture, the friendliness of the inhabitants, natural beauty and 

spirituality have made Bali an attractive destination for many tourists with Kuta, Seminyak 

and Ubud as the main points of interest (Morgan & Ver Berkmoes, 2017). Not even half a 

decade ago, the now booming village of Canggu was only known to a lucky few, but 

developments from the already crowded Seminyak have shifted over to the area of Canggu 

(Bali Tourism, 2017). Located on the coast of Southwest Bali, bordered by Seminyak in the 

south and Tanah Lot in the north, the town attracts an increasing amount of tourists, who 

come to eat and drink in one of the many restaurants as well as at health food outlets, 

emerge themselves in yoga exercises or go for a surf at one of the beaches the area has to 

offer. Especially in the past two years, the Canggu area has seen rapid developments and fast 

changes (Hewett, 2017). 

 The focal points of this report are Micro and Small Enterprises (MSEs) operating in the 

area. This study focuses on MSEs because in the observation process, the authors found that 

total amount of MSEs are the highest compared with the others. Depending on the country 

and the market structure, the definition of MSEs can vary. The report at hand uses an 

adjusted definition of Indonesian Ministry of Industry (2018). According to the Ministry, micro 

enterprises are enterprises employing a maximum of 10 people. Small enterprises employ 

from 11 up to a maximum of 30 people (Indonesian Ministry of Industry, 2018). However, 

interviewees mentioned that in some cases not all employees who work at an enterprise are 

actually on the payroll. This means an enterprise can have more employees working in real 

life than officially stated on paper. Therefore, a maximum of 40 employees is acceptable for 

the researchers’ definition. 

 The goal of the paper at hand is to advise on effective interventions, which could help 

MSEs in the Canggu area to improve their competitive position in the future. In order to reach 

this aim, the study firstly focuses on the assessment of the current match between supply 
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and demand in the Canggu area. This includes the area’s attributes and assets, the attending 

markets as well as the destination's characteristics and developments. Secondly, a preferable 

future for MSEs in the Canggu area has been researched. Trends and outside influences that 

could pose a threat to this preferred future are taken into account, when strategic 

interventions to reach the future goal are being proposed. 

 

2. Research aim and research questions 

The aim of this study is to analyse, assess and evaluate the present and future situation of 

the Canggu area in order to give advice on the match between the area's supply and demand 

and to provide MSEs with advice on effective interventions in order to strengthen their 

strategic position to achieve the preferable future for the Canggu area. 

The main research question that comes up when looking at the aim at the study is: 

Through which effective interventions can MSEs strengthen their strategic position in order 

to reach a preferable future for the Canggu area? Some sub questions that arise from the 

main research question are: (1) what is the current situation in Canggu? (2) what is the current 

strategic position of MSEs in Canggu? and (3) which internal and external factors impact 

Canggu? 

  

3. Methodology 

To reach the previously mentioned research goal, the present and future situation of the 

Canggu area had to be analysed, assessed and evaluated. Therefore, the report at hand uses 

the technique of triangulation (Salkind, 2010). Four different methods are utilized to collect 

and evaluate information for the analysis: desk research, (participant) observations, surveys 

with tourists (demand), and semi-structured interviews with Micro Small enterprises 

(supply). All methods were used simultaneously in order to support or undermine findings, 

or change the research focus at times.  

The research was conducted done by a group of four researchers from the Netherlands, 

Indonesia and Germany. All researchers chose to be accommodated in several locations 

within the research area to gain the best familiarization possible and for convenient 

accessibility. The research group was separated in groups of two during the research process 

and collected secondary and primary data from the 9th of April until the 2nd of May 2018. 

First, secondary data was collected through desk research. Online desk research was 

done by using search engines such as Google Scholar, and government published data.  

Additionally, offline sources such as journal articles, newspaper articles, guestbooks in 

accommodation units and restaurants as well as statistics have been considered as secondary 

data. Desk research took place throughout the whole study to support the primary findings.  

Furthermore, (participant) observations were done as an ongoing process throughout 

the study. First, the observations were conducted as a discovery of the area. Observations 

were conducted by taking notes of the situations that appeared. As the researchers did not 

reveal their identity, they became part of the situation or were able to observe the situation 

and take notes. The general infrastructure has been assessed as well as the structure of the 
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supply and demand. Observations functioned as a method to assess the context, 

developments and to see which sectors and segments were active in the Canggu area. The 

structure of the supply has been visualized by mapping the observed stakeholders (initial 

stakeholders), further mentioned as the initial stakeholder map.  This created the base for 

the interview guide. Furthermore, the structure of the demand has been visualized by 

drawing up an initial tourist profile. This functioned as a guideline for the tourist survey. The 

exploratory observations took place in the entire research area (Tibubeneng and Canggu) as 

well as outside of the research area (Kuta, Seminyak, Tanah Lot and further destinations 

along the coastline and inland) to be able to determine and draw the physical border of the 

study. Then, the goal of the second round of observations was to verify the obtained data 

from surveys and interviews.  

In order to determine potential market segments, or the previously mentioned demand, 

within the area of Canggu, the market theory of segmentation by motivation has been 

applied. It is led by the thought that a heterogeneous group of tourists can be clustered into 

more homogeneous groups with similar consumption patterns (Rid, Ezeuduji & Pröbstl-

Haider, 2014). By grouping tourists according to underlying motivational push and pull 

factors, that influence the decision-making process and holiday preferences. It allows for a 

division of the overall market of Canggu into smaller segments, customize marketing, form 

strategies, and deliver tailor-made products. The questionnaire design aimed at determining 

underlying push and pull factors, age, nationality, travelling party and length of stay. Items 

to detect push and pull factors were designed on the basis of existing research and have 

been adjusted based on observations of the existing supply in the research area. Core 

assumptions that led the researchers to use this method have been that segmentation 

through socio-economic factors would not produce enough meaningful data to predict the 

tourism preferences in the Canggu area. Motivation and attitudes have, in this case, more 

explanatory power. To gain a better understanding of the push factors, participants have 

been asked to indicate the importance of factors such as participating in nightlife, healthy 

food and lifestyle, and sports activities when travelling, on a five point Likert-scale (1= not at 

all important, 5=extremely important). Similar items have been used to determine push 

factors, measuring the extent to which tourists have experienced activities such as nightlife, 

healthy food and lifestyle, and sports activities on a five point Likert-scale (1=not at all, 

5=extremely). Using factor analysis in SPSS, natural groupings of items have been found, to 

see the relationship of the items. The questionnaires were handed out to 152 tourists, using 

the convenience-sampling method on three days from the 16th till the 18th of April at different 

times and locations during the days, where and when most tourists were present.    

Finally, qualitative research was done with stakeholders by conducting 22 semi-

structured interviews. The interviewer and the informant engaged in an informal way, by 

means of an interview guide which allows adapting to individual processes within the 

conversation (Burgess, 1984). Relevant stakeholders were chosen by means of three 

methods. First, the most important stakeholders as “key players” in the research area were 

discovered by the researchers. This was achieved by doing desk research. Secondly, the 

“snowball-technique” was utilized, which is a method where current interviewees were 

asked for recommending possible further interviewees. It was applied for gaining 
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information from the networking community of Canggu. Herewith a trust relationship 

between the interviewee and the interviewer could be built more easily. Third, a convenience 

type of sample was chosen. Enterprises were approached by their availability and willingness 

to participate at various locations in the Canggu area. Data was collected at different times 

of day and different days of the week over a period of 8 days (19th until 27th of April 2018) to 

increase the diversity of stakeholders. The research group formed teams of two to conduct 

the semi-structured interviews with enterprises. The internal stakeholder mapping by sectors 

and segments, which was based on observation, was utilized as a foundation to interview at 

least one stakeholder of each sector. A thematic analysis was performed in order to analyze 

the gathered qualitative data and themed into three categories: the innovators, the adapters 

and the survivors.  

 

4. Destination context 

The Canggu area is a village area in the Badung regency, located in the southwest of Bali. The 

main road in the Canggu area is Jalan Raya Canggu, which connects the inland area with the 

beach through smaller roads. Since the Canggu area has only been in growth since 2016, it 

still has some accessibility and transportation issues. Also, from observations in comparison 

with Kuta and Seminyak, Canggu can still be seen as uncrowded. Physically, Canggu is still 

dominated by rice fields and nature. However, the growth in the past two years has been 

rapid, which has brought many new buildings and construction sites upon, that will cause a 

decrease of rice fields in the future.  

Additionally, as mentioned by interviewees 7, 8 and 15, the increased taxation of rice 

fields will enhance that effect. Furthermore, Canggu is known as one of the major surfing 

spots in Bali. Echo Beach and Batu Bolong beach are the most common locations for surfing 

(Figure 1). Also, through observations it was seen that a high number of yoga schools and 

organic cafés can be found in Canggu. 

 

Figure 1. Map of the Canggu area  
 

 

Source: Author’s own drawing. 
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Besides the physical development related to tourism, Canggu is well represented by the 

banjar. In total, 20 banjar were found in the research area. A banjar is a social and cultural 

community with the aim to preserve the Balinese culture. Also, the banjar collect plans for 

the tourism development in their area, as an input for the village and governmental master 

plans. Overcrowding and the loss of culture are aspects that are high on the agenda of the 

banjar, to which rules and regulations are connected, in order to limit and to control 

developments in the future. Within this situation, enterprises are required to engage with 

the community and the banjar and to follow certain governmental and traditional rules. 

Finally, Canggu is an area that is known for its social media activities. Social media is an aspect 

that is taken into consideration and often is crucial in a marketing strategy. 

 According to observations and data obtained from interviews 18 and 20, residents who 

have lived in the Canggu area for a long period of time, the developments of the Canggu area 

can be described. In the past, between 1983 and 2006, the first tourists came to the Canggu 

area to surf. They stayed in Kuta or Seminyak and just spent the day in the area. There were 

just a few accommodation units and other tourism facilities. Some years later, after 2006, 

locals started to set up small individual enterprises to offer tourism facilities, such as food 

and beverage. The first changes happened in 2006, when some residents sold and rented out 

their lands to foreigners and Indonesians from outside Bali. Even though the real 

development did not start yet, this was the start of it in the Canggu area. Tourism kept 

growing in Bali, but mainly in the Kuta and Seminyak area. 

From 2013, the first real developments started to come into the Canggu area. Locals and 

foreigners started to compete in the tourism market, which was at that time still slowly 

increasing. The biggest increase started from 2015. In the past 3 years, the Canggu area has 

grown into a developing destination with a great deal of tourism facilities. It has become very 

popular for surfing, yoga and its café culture. The first major developments took place in 

Berawa, but currently, Batu Bolong can be described as the most developed area, which 

became clear within the observations. In Batu Bolong, there are many tourism related 

businesses and the first chain hotels have entered the area. The second developed area is 

Echo Beach, which is dominated by restaurants, hotels and co-working spaces. Thirdly, 

Berawa is on the list, showing some tourism facilities, although it is not dominated by tourism 

yet. Also, local businesses and restaurants still can be found. The other areas in the Canggu 

area can be considered as underdeveloped and residential; dominated by rice fields and 

nature. Finally, Raya Canggu is the main road, that is home to many enterprises which are not 

(directly) related to tourism. 

 
5. Findings 

All stakeholders of a destination take part in creating the tourism product and are part of the 

tourism supply. Due to the large number of MSE’s, an initial grouping of those businesses 

was made on in order to create an interview guide, to assess the current match between 

supply and demand and finally to be able to see possible interaction patterns between 
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businesses. The researchers grouped MSEs on basis of the sector and part of the supply side 

they are operating in (Figure 2). 

 
Figure 2. Initial stakeholder mapping  

 
 

 

 
 During and after the interview process, it became clear to the researchers that mapping 

stakeholders per sector alone does not represent the variety of businesses entirely. The 

interviews showed that similarities between enterprises operating in different sectors can – 

at times – be larger than similarities within the same sector. The research outcome shows 

that the most impactful difference between MSEs in the Canggu area lies in the level of 

strategy refinement. It is important to note that no judgment should be passed on the 

importance of the stakeholder groups on basis of their strategy. All acting groups are vital 

for the creation of the tourism product and, together, provide the supply for the tourism 

needs in the Canggu area. Nevertheless, the researchers decided to categorize MSEs as 

follows. 

  MSEs who fall into the category of innovators are characterized by a well-thought 

through strategy, economic knowledge, and - in large part - financial literacy. Furthermore, 

entrepreneurs who operate innovative businesses have a deep understanding for the market 

and tourism needs, which allows them to react to changes in the environment and current 

trends in a fast pace: to a large extent they are owned or operated by foreigners. 

Interviewees who have been characterized as innovative often mentioned that they do 

intensive market research and try to get a feel of what works and what does not. An example 

for this can be seen in the behaviour of interviewee 8. Prior to opening up her own business, 

the interviewee attempted to gain knowledge of tourists needs by closely observing their 

everyday behaviour in the close environment to the location of her establishment. Based on 

these observations, the interviewee then created a fitting business strategy. Another 

interviewee mentioned that for him it is crucial to collect feedback about the food he offers 
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in order to adjust his menu weekly. Innovators did not see the high number of competitors 

as a threat for their own business. Interviewee 3 told the researchers that in his opinion, 

competition can only help one to redefine and reinvent oneself. Even businesses who took 

over ideas from innovators are not seen as a threat. In many cases, Innovators function as an 

inspiration for those businesses who belong to the bracket of adapters. Although six 

interviewees have been characterized as innovative entrepreneurs, they represent the 

smallest number of businesses. 

 The researcher grouped those businesses as adapters, who have a very basic strategy. 

Often, this strategy is characterized by copying trends innovators implemented or set 

already. When market changes happen, they, unlike innovators, need more time to react to 

changing tourism needs. Operators of these businesses consist of foreign owners and local 

owners. Enterprises who have been characterized as adapters are aware of certain trends 

but the process of implementation of a new strategy takes long and is mainly led by 

innovators or obvious market changes. For example, one interviewee described, that he was 

aware of the need for social media to promote one’s business in the Canggu area. He has not 

worked with it much yet, but is planning to use it in the future. 

 Survivors are the type of businesses who are and have been operating without a 

defined strategy. Often, these businesses are locally-owned. Some have been the first 

business to operate in their field in the area of Canggu and therefore have extensive 

knowledge about the local culture, traditions, and the area in general. Many of these 

businesses have been operating for a long period of time. This indicates that owners and 

managers of these businesses must have had a right approach in some way or profited from 

the fact that up until a few years ago, there was not much competition in the area and the 

development has been slow and stable. When asked about future strategies, all the 

interviewees had in common that there was no, very little or unfeasible planning. One 

interviewee mentioned that she does not know how to create a strategy and finds it difficult 

to find one. Another interviewee told the researchers that there is no strategy she will apply 

at all. Rapid growth and market changes might pose a threat to these businesses. Like the 

adapters, survivors see competition as a possible danger to their own businesses. 

 In order to understand what tourism destinations need to offer, it is important to know 

the demand side in depth. The major method to evaluate this was a tourist survey. On top of 

that informal interviews and participant observation were conducted. Furthermore, semi-

structured interviews with stakeholders gave insights into the demand side.  

 As mentioned in the methodology, this research has used a questionnaire as a survey 

method to obtain information about the existing demand in the Canggu area. The results of 

the questionnaire can be divided into three major findings: the demographics, the motivation 

to travel (push factors) and the activities tourists took part in (pull factors). 

First, almost half of the respondents, 41%, were staying in the Canggu area for more than 

7 nights. Therefore, it can be stated that tourists in the Canggu area are long-stay visitor and 

not day visitors. When looking at the age of the respondents, the age range of the majority 

of the respondents is between 20 and 36 years. When looking at the nationalities of tourists, 

most respondents currently reside in Germany (13.1%), Australia (11%), the Netherlands (9.6%), 

the United Kingdom (8.2%), the United States (7.5%), France (6.2%), Indonesia and Russia 
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(both 4.8%). The majority of the respondents are female (63.1%) and 36.9% are male. Finally, 

most tourists are travelling by themselves within the Canggu area, followed by traveling with 

friends and traveling with partner. 

After analyzing the demographics of the respondents, the motivation to travel, or the 

so-called push factors, were analyzed through a factor analysis in SPSS. In the factor analysis, 

the items of the questionnaire that showed a relationship to one another are grouped. From 

this analysis, five groups of tourists were categorized, all with their own characteristics and 

activities (Table 1). The first group of respondents has the commonality of taking part in 

sports activities and enjoying the sun and water. The second group has the characteristics of 

sharing experiences through social media and going shopping. The third group has enjoying 

landscape, nature and local culture in common. Then, the fourth group participate in nightlife 

and meeting new people. Finally, the fifth group enjoys healthy food and lifestyle and takes 

time for themselves. 

  
Table 1. Groups of tourists with their motivation to travel 

 

Group 1  
- Taking part in 
sports activities 
- Enjoying the sun 
and water 

Group 2  
- Sharing experiences 
through social media 
- Going shopping 

Group 3  
- Enjoying landscape 
and nature 
- Enjoying local 
culture 

Group 4  
- Participating 
in nightlife 
- Meeting new 
people 

Group 5  
- Enjoying healthy 
food and lifestyle 
- Taking time for 
themselves 

 
Finally, the activities tourists took part in, or the so-called pull factors, are analyzed the 

same way as the push factors. Through the factor analysis, activities that show a relationship 

between one another are grouped (Table 2). From this analysis, four groups are categorized, 

with all their own characteristics and activities. The first group of respondents has the 

commonality to enjoy landscape, nature and local culture. The second group of respondents 

takes part in sport activities, takes time for themselves and enjoys the sun and water. The 

third group shares experiences through social media, enjoys healthy food and lifestyle, goes 

shopping, takes time for partner, friends and or family and experiences a variety of culinary 

offerings. Finally, the fourth group participates in nightlife and meets new people. 

 

 Table 2. Groups of tourists with their activities in Canggu 
 

Group 1  
- Enjoying landscape and 
nature 
- Enjoying local culture 

Group 2  
- Taking part in sports 
activities 
- Taking time for 
themselves 
- Enjoying the sun and 
water 

Group 3  
- Sharing experiences through 
social media 
- Enjoying healthy food and lifestyle 
- Going shopping 
- Taking time for partner, friends 
and/or family 
- Experiencing a variety of culinary 
offerings 

Group 4  
- Participating in 
nightlife 
- Meeting new 
people 
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While taking the questionnaire, short informal interviews have been done with either 

the respondents or their travel parties. The main focus of these informal interviews was on 

how often they had visited the Canggu area before, so if the tourist was a repeat visitor, and 

to gain in-depth information on why they had chosen the Canggu area for their holiday, which 

is directly related to the questionnaire item about the activities they took part in.  

From these short informal interviews, the main finding was that all questioned tourists 

fit into one of the two following categories: 1) The tourist is a return visitor to Canggu/has 

been coming to Canggu before 2016 but is starting to dislike the developments taking place 

in the area and is not planning on returning or 2) the tourist is a first time visitor/has not been 

to Canggu area before 2016 and is very enthusiastic about the area and is planning on 

returning. Furthermore, the tourists that have mentioned option 1 as their case, also talked 

about how the quietness, landscape, nature and the local culture has always been their 

reason to come to the Canggu area and how it is now disappearing. It was stated by this 

group that the Canggu area is becoming crowded. 

 From participant observations, three major outcomes were important for the analysis 

of the tourist profile of the Canggu area. Within these participant observations, the 

researchers took part in the activities as if they were tourists, in co-working spaces, cafés and 

restaurants, to seek an understanding of the behaviour of these tourists in different 

locations. 

 First, the presence of working visitors was significant to this research. These visitors 

stayed at the location for a longer period of time, not just to eat or drink. The working visitors 

seem to be foreigners, and all brought their laptops to work. Another type of visitor was the 

type of tourist for whom food and social media played a big role. These types of tourists often 

made healthy food choices and took pictures of their food. Also, many videos on social media 

were taken and many of these types of visitors used their phones for long periods of time 

during their visit. Then, the last type observed were surfers, arriving on their motorbikes with 

a surfboard. These surfers showed a different lifestyle than the previously mentioned group 

of tourists where Instagram and healthy food played a role. Surfers did not pay attention to 

nutrition as much and also were in a hurry to eat and get back on their motorbikes. 

 Different interviewees held different opinions about the demand in the Canggu area. 

First, interviewees 7, 8 and 18 all mentioned that many Instagrammers visit the Canggu area 

and specifically their business. They take pictures of their products and share them with the 

rest of the world. Furthermore, interviewees 6 and 9 both mentioned seeing working visitors 

in their enterprise. These are businesspeople who need a working space outside, other than 

their homes. Also, health conscious and vegan customers were mentioned as seen by 

interviewee 3. Finally, both interviewee 8 and 12 mentioned seeing a surfer type in the 

Canggu area. They are characterized as being laid back and alternative backpackers. 

 The three field research methods used within this research, the tourist survey, 

(participant) observations and interviews, formed the base of triangulated data about the 

visitor profile of the Canggu area. The results show that the visitor profile in the Canggu area 

can be divided into four types of profiles: the authenticity seekers, the active travellers, the 

multi experiencers and the networkers. When combining all field research methods, the 

tourist survey, the observations and the interviews, the data shows there is a shift in the 
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market taking place at this moment. In the Canggu area, there is a shift from the traditional 

markets towards new market segments. First, the traditional market segments are based on 

the characteristics of nature, local culture, intermediate or advanced surfers, less crowded 

areas and with a focus on individualism. Now, the market is shifting towards new market 

segments with characteristics such as social media sharing, healthy food and lifestyle, 

beginner surfers, shopping, multi experiences, bars and cafés and with a focus on the mass 

market. At the moment of doing field research, it has shown that the traditional market is 

still present at the destination, although it is declining. 

 
6. The preferable future 

The overlapping issue in the Canggu area is the rapid change in a short period of time. 

Therefore, for many community and development stakeholders, finding a balance between 

economic growth and culture preservation will be the biggest challenge; thus is their 

preferable future. It can be concluded that the preferable future of the Canggu area is to 

keep it as successful as it already is with controlled growth. Developments are already 

happening and cannot always be influenced, but keeping the Canggu area together as one is 

something that is preferred by both the stakeholders and the visitors. The loss of culture is 

something that is preferred to be avoided in the Canggu area and growth is preferred to be 

controlled by responsible parties, such as the banjars. The Canggu area prefers to avoid 

becoming like other uncontrolled destinations in Bali, such as Kuta and Seminyak, which 

includes a massive change in the visitor profile and in the atmosphere of the area itself. 

Furthermore, MSEs in the area wish for positive economic development, in which innovators, 

adapters and survivors alike can sustain their businesses and thrive without becoming a 

mass-tourism destination. 

The area of Canggu as a whole is responding to trends or is creating trends that attract 

specific kinds of tourists. These trends can change or evolve the future of MSEs in the area 

of Canggu in the way that the community is hoping for.  

 In the past conscious food choices such as dairy alternatives and meat substitutes were 

noticeable as global trends. The amount of people worldwide identifying as vegans has 

increased over the past years in many countries (Ipsos MORI, 2016; News online, 2017; Smith, 

2017). Google Trends points out that there has been an enormous increase in the interest in 

veganism from 2004 to 2018 (Google Trends, 2018). A survey made by Nielsen Global (2015) 

shows that one third of their respondents is willing to pay a higher price for organic products. 

Generally, a tendency towards conscious food choices is recognizable in Bali. In travel blogs 

as well as on social media and in tour guides, Canggu is mentioned as one of the trendiest 

hotspots for travellers with a vegan and organic lifestyle (Czebotar, 2017; George, 2018). 

 Then, in Canggu, businesses seem to be willing to run responsibly. Various MSEs were 

presenting ideas of their Corporate Social Responsibility (CSR) such as producing 

environmentally friendly clothing, supporting local manufactures and establishing projects 

that help poor communities outside of Bali (interviewees 7, 9, 18). Tourists seem to go along 

with the trend of living a responsible lifestyle. They pay attention to what they consume and 

experience. The researchers heard tourists asking questions to waitresses and vendors in 
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supermarkets about the ingredients of meals and drinks. On top of that, 28% of the tourists 

surveyed found healthy food and lifestyle generally important while travelling. 

 A digital nomad is an employee or entrepreneur who uses digital technologies for 

working while being location-independent (Investopedia, 2018). These mostly young 

professionals seek holistic freedom in work, leisure and travel (Reichenberger, 2017). The 

environment in the Canggu area is made for digital nomads. The Nomad List, which is an 

online platform presenting a list of cities that are matching the digital nomad lifestyle based 

on indicators such as cost of living and quality of living, shows that the area of Canggu scores 

4.84 out of 5 overall (Levels, 2018). During the informal interviews, some tourists mentioned 

the high work-life-balance, that manifests in living in a villa in a calm surrounding, having 

opportunities to surf, doing yoga and eating healthy food as well as working in one of the co-

working spaces. Additionally, digital nomads benefit from each other by making use of the 

strong community offered by co-working spaces. 

 As smartphones become an integrated part of our lives, the time people spend on social 

media has increased enormously. The fear of missing out, also known as FOMO, is a social 

anxiety that people can feel about missing out on activities that might take place elsewhere. 

Especially amongst the younger generation there is a desire to stay connected constantly to 

what others are doing (Przybylski, Murayama, DeHaan & Gladwell, 2013). In Canggu, 

restaurants use this technique by posting pictures of their perfect looking smoothie bowls 

on Instagram (interviewee 3, 6, 8), hostels promote their pool parties in Facebook groups 

(interviewee 12) and yoga schools advertise for the best Ashtanga yoga teacher in town on 

their websites (interviewee 19). Newspapers and bloggers trigger tourists to come to Canggu 

and put photos of infinity pools on Instagram or try to surf in one of the most famous surf 

areas in Bali (World Travel Asia, 2017; Wandering Class, 2017).  

 Already in 1999, Pine and Gilmore offered the experience economy as a new way to 

connect businesses with customers. In fact, the idea of creating experiences to leave a 

memorable impression is now more relevant than ever (Pine & Gilmore, 1999). More 

businesses are responding by explicitly designing and promoting the experience economy. A 

leading example in Canggu is one of the first established cafés (interviewee 8). People can 

interact by participating in skate competitions and live tattooing. Interviewees 7 and 15 have 

a strategy that is aiming to create an experience economy. The restaurant is planning on 

engaging with customers by letting them decide which direction of social responsibility they 

should chose. 

 The forces that impact developments in the Canggu area can be divided into internal 

and external forces. Internal forces are improved accessibility and the arrival of medium and 

large organizations. The target of 20 million tourist arrivals in Indonesia and 7 million tourist 

arrivals in Bali and the loss of rice fields through increased taxes are forces that impact from 

outside of the research area. 

 Several interviewees agreed on the fact that parts of the Canggu area are not easily 

accessible to all visitors. Interviewees mentioned that the accessibility to some businesses 

inside the Canggu area is in need of improvement, as shortcut roads have been closed, 

parking or walking space is not available in some parts of the area. Especially businesses that 

are not located along the busy roads, such as Batu Bolong or Pererenan, wish for their 
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locations to be easier to reach. Since the road map in Canggu is organized in a caterpillar way 

(one main road with many crossing roads that end not connecting to another road), shortcut 

roads are vital for the accessibility of some. Often, the quality of these shortcuts is very low; 

some have been closed down already. Interviewee 5 explains how road congestion is 

increasingly becoming problematic. According to Coconuts Bali (2016) and Interviewee 12, a 

change is going to take place. An extension of sunset road that will connect Kuta and Canggu 

in the future and might allow for an improved traffic flow between Kuta, Seminyak, and 

Canggu and might attract more people into the research area. 

 In the past years, Canggu has changed from a small village with just a few surfers visiting 

to a tourist attraction. This development has not gone unnoticed by bigger hotels and chains 

as well as franchised food outlets. In 2018 Como Uma, a luxury resort, opened up in Echo 

Beach, and an InterContinental is currently under construction. There are plans for a Trump 

Hotel to be built in the Canggu area, with the view on Tanah Lot (Wärterlin, 2017). Plenty of 

brand names, such as RipCurl, Billabong, and Globe have already opened shop in Canggu. 

Furthermore, interviewees 7 and 21 mentioned that currently a McDonalds and a Cinema are 

being planned on the parking lot of Deus Ex Machina, one of Canggu’s famous food and 

beverage outlets. For many interviewees, the above-mentioned changes raise concern about 

what Canggu will look like in the future. While interviewee 8 believes that these 

developments will bring in a different kind of visitor, which the community is not entirely 

happy about, Interviewee 18 and interviewee 7 think that the moving in of chains can alter 

the structure of MSEs and change the network they have built up amongst one another. Even 

more pessimistic, Interviewee 21 believes that these changes are “the beginning of the end”.   

As mentioned by The Worldfolio (2017), Indonesia's minister of Tourism has decided to 

set the target for 20 million tourist arrivals in Indonesia by 2019. For most tourists, Bali still 

dominates the average visitor's itinerary and accounts for approximately 45% of Indonesia's 

total tourist numbers. This is supported by The Jakarta Post (2017). It is stated that the 

Ministry of Tourism in Indonesia set the target to attract 7 million foreign tourist arrivals in 

Bali in 2019. A budget of almost 100 billion Indonesian Rupiah, which is equal to $7.3 million 

USD, has been set to boost the promotion of the island. This development can influence Bali 

and therefore Canggu as an external force. 

 Bali's rice fields have become in real danger. The Balinese landscape is becoming so 

popular for tourism that farmers are selling their rice fields to developers for new tourism 

developments. Since the entire farming system is integrated, neighbouring farms have to 

deal with increasing taxes, because of the loss of rice production. This puts an increased 

pressure on farmers and could cause the system to collapse (Finlayson, 2013). This data is 

supported by the interviews in the Canggu area. As interviewee 7 mentions, many rice fields 

around their business are already sold or are for sale because of tourism developments. Also, 

interviewee 8 mentions that the changes in the taxation system makes operating rice fields 

more expensive, which results in the loss of many fields. Finally, interviewee 15 states that he 

expects the rice fields to disappear in the future. This development can have major influence 

on the Canggu area. The accessibility to nature and local culture, which is now still one of the 

motivations for travelers to come to Canggu, might disappear. 
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7. Recommendations 

MSEs that have been interviewed for this report mostly had a vision of what they want the 

area of Canggu to look like in the future. Yet, current developments and trends might 

endanger this preferable future. The researchers of the report attempted to listen closely to 

what MSEs in Canggu would see as most beneficial for their own businesses as well as for the 

area as a whole in order to provide effective interventions, that are likely to have a positive 

effect on the wishes for the preferred future of the destination. 

  During the research process it became apparent that successful businesses, whether 

they are survivors, adapters or innovators, have one thing in common: they are all part of a 

network. Some networks consist of family bonds, others are comprised of relationships 

between a few businesses, and occasionally they are rooted in the community itself. These 

networks provide them with stability and help in times of need, but rarely overlap. 

Interviewee 8 explained that from her perspective, a strong relationship between her and 

other businesses with similar structures exist. She described that they do not see each other 

only as competitors, but also as friends, who help each other out. If it was up to her, new 

enterprises who open up in the area would introduce themselves to the existing ones, which 

happens less and less. 

 The researchers believe that it would be beneficial for the MSEs in the Canggu area to 

create a strong bond amongst one another in which each group of stakeholders can benefit 

and learn from the others. This bond could be established between the already existing 

networks to form a larger, encompassing network that will make MSEs more likely to 

withstand outside forces and undesired developments. Even though the researchers would 

aim for creating a network amongst all the different kinds of enterprises, the purpose is not 

to change the way of each business’s operation. It is important to point out that although 

the businesses can learn and benefit from another, all groups of stakeholders have their 

place in the supply economy of Canggu. Survivors will and should not be turned into 

innovators and vice versa. What the proposed interventions are likely to help with, is that 

each group of stakeholders can make the best out of their position within the area. 

Furthermore, the researchers believe that it is likely to reach the preferable future if 

proposed interventions are being followed. The researchers believe that MSEs in the area are 

adaptive enough to make proposed interventions a reality. Furthermore, many of them are 

driven by a strong love for the area of Canggu. At the moment, Canggu has a suitable size 

and atmosphere in which it is still possible to create a network amongst a large number of 

MSEs. Furthermore, the researchers believe that the attending markets would be likely to 

support the endeavours to form a network, since many tourists, expats and locals have a 

sense of a responsible lifestyle. The researchers believe that in the context of the responsible 

lifestyle way of thinking, it could benefit innovators and even larger organizations to exist in 

a community of helping one another. It could be part of a corporate social responsibility 

strategy and used as a marketing tool at the same time. Since all types of businesses are vital 

to the Canggu area, a tight-knit, mutually beneficial community, so the researchers believe, 

would make it less likely for businesses to move to another area.  
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In the following section, we propose the possible effective interventions, which consist 

of three steps.  

In fact, all groups of stakeholders operate at different stages and have established 

various strengths. A programme where these skills can be shared in a network environment 

will be beneficial for each of the businesses. For example, the innovator’s strength lies in 

economic knowledge, while survivors can share their knowledge about culture. 

The programme can be organized in a way that entrepreneurs come together on a 

regular basis, hosted by a business in the Canggu area. In the implementation process, a 

business that can function as the initiator needs to be found. It is recommendable that this 

enterprise has suitable facilities to welcome other entrepreneurs and is willing to hold events 

in said facilities. A likely candidate to function as the initiator, has already been found in the 

research process. This business is led by a woman who has a very well-established network 

within the community. She is being trusted by locals and foreigners alike and has great 

understanding of all stakeholders as well the banjar, which makes her the ideal entrepreneur 

to launch the programme. Furthermore, said business is so successful and stable that 

economic growth is not seen as the main goal anymore. It leads to a willingness on her side 

to help others and to strengthen the area of Canggu as a whole. After the inauguration of 

the programme, a suggestion for a long-term vision is that the events can be held in a rotative 

system through other enterprises’ venues. 

 If businesses in the area of Canggu cooperate and form a network, following the belief 

that they are stronger together, it is more likely that undesired outside influence will change 

Canggu for the worse. If all enterprises work together and Canggu is promoted to tourists as 

one, it is more likely that the desired customer profile will be attracted. In order to create a 

bond in which this is possible, the researchers propose the creation of a circular model. This 

model includes variables such as trust, knowledge, self-efficacy, competence, and 

performance (Clegg & Spencer, 2010; Manniche, Larsen, Broegaard & Holland, 2017) that 

makes businesses be able to thrive. Firstly, the researchers believe that the creation of a 

sense of identity and trust could help the community in Canggu to achieve a stronger 

strategic position in the future. Therefore, a possible strategic intervention could be not only 

to network between one another, but also to engage in creative activities and product 

development. Interviewee 3 mentioned that he believed that the creation of new products 

such as cooking, woodcarving, and smoothie bowl classes could be set up. Moreover, a 

community project in which members of the created network design graffiti or a landmark 

together could help to give the MSEs in Canggu a sense of identity as one. Through this sense 

of identity, a sense of mutual trust is likely to be established. Knowledge production and a 

sense of self-efficacy could be promoted to the above mentioned educational and sharing 

programme. In an inclusive, all stakeholder encompassing community like this, where 

competencies of each type of business are valued, enterprises are more likely to see their 

own strengths. Which, in turn, will have positive effects on their strategic position in the 

future. Ultimately, so the researchers believe, through educational programmes and 

knowledge sharing, the performance of each stakeholder can be improved. Researchers 

think that high quality jobs and constant innovation will make the position of MSE’s 
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strategically stronger and help business to brace for any future scenario. To truly empower 

MSEs in the Canggu area, it would be beneficial to break down divisions between sectors, 

including residents, businesses and social accelerators alike. 

As explained before, Bali has a special characteristic of a social and cultural community, 

which is called banjar, in every area. Like other destinations, the Canggu area has some 

banjars that help to preserve their traditions, culture and social relations. Every banjar has 

their own plan with the purpose of creating a sustainable life condition for their area as the 

“social and cultural keeper”. Based on the interviews, the banjar has a strong social power 

to manage the system and relations between every enterprise as well as locals in the Canggu 

area. The banjar can play a big role as a mediator for every stakeholder group to establish a 

community. This community should invite every categorized stakeholder to have a common 

goal for a better Canggu area, that directly and indirectly will help all tourism stakeholders to 

improve their quality and increase their profits in the future. In this case, survivors which are 

dominated by the locals will have in interest in taking part in this exchange to learn new 

abilities, to maintain local respect, especially if the banjar appreciates the measures. Adaptors 

and innovators will also appreciate this step as they know that becoming more involved with 

locals and earning their approval is key to long-term business success in Canggu. However, in 

the process of building a community, the banjar also have to internalize the purpose of this 

community which is related with education as an investment for every stakeholder. 

Ultimately, the researchers’ advice to the banjar is to share their tourism master plan for 

Canggu, so that every stakeholder can gain an understanding of what will happen in the 

future. This condition will further the process of knowledge sharing between every 

stakeholder for their own business strategy and also how they can adapt with the idea of 

future Canggu area. Then, the collaborations between every stakeholder with the managing 

influences from banjar will help to implement the common goal of Canggu area. 

 

8. Conclusion  

All stakeholders in the area of Canggu have different roles and responsibilities to preserve 

the identity of Canggu. It is apparent that almost all stakeholders lack knowledge in one way 

or another. While some entrepreneurs have a better understanding of general economics, 

business strategies that can foster success and professional skills that are needed to archive 

a stable operation, others have a better socio-cultural knowledge. Through a collaboration 

of all stakeholders, this gap can be bridged, and a heightened sense of community can be 

established. The researchers conclude, that this will reduce the tension between single 

businesses in the Canggu area and help strengthen the area as a whole. In the end, every 

stakeholder cannot stand alone and run their business without direction. If this happens, 

then Canggu will lose its unique selling point. This highlights the importance of the DMO, that 

can give direction in the sense of an overall strategy but that can also assure all stakeholders 

of the importance of their respective roles within the community. Finally, the authors believe 

the key to success of the sustainability of Canggu Area lies in the notion that “sharing is 

caring”. 
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