The Effect Of Knowledge Levels Of MSME Actors On Digitalization In Marketing, Capabilities And Market
Orientation Performance To Increasing Profit Section A-Research Paper

THE EFFECT OF KNOWLEDGE LEVELS OF MSME ACTORS
E ON DIGITALIZATION IN MARKETING, CAPABILITIES AND
MARKET ORIENTATION PERFORMANCE TO INCREASING

PROFIT

Primadonal*, Emrizal?

Abstract

Purpose — The rapid development of social economy, technology and information has changed aspects of
business behavior and the economy of a country, especially in the era of globalization, free trade has led to
the freedom and freedom of traffic of goods, services and information between countries. The state of
increasingly advanced technology today must be balanced with the level of knowledge. This study aims to
examine the effect of the knowledge level of MSME actors on the use of digitalization in the marketing
sector by using socialization and interaction indicators.

Design/methodology/approach — The object of research is SMEs in the city of Sidoarjo. The data collection
method used a questionnaire by spreading 100 questionnaires. The data was processed using the Partial
Least Square (PLS).

Findings — The results showed that socialization and interaction affected the level of knowledge of MSME
actors in the field of marketing digitalization, while the level of knowledge possessed by MSME actors
affected the use of digitalization in the marketing sector.

Originality/value — This research adds insight into efforts to increase profits for MSME growth in
Indonesia.
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1. Introduction

The dependence of the current generation on
technology causes changes in lifestyle, behavior,
and shifts in general norms. Technology is now
like a reliable assistant; Technology provides
added value to products and added value that can
do many things in all human activities including
economic activities.

The benefits of information technology in the
business world are to assist processes and
operations, make decisions, and form strategies to
gain a competitive advantage. The state of
increasingly advanced technology today must be
balanced with the level of knowledge. According
to (Kaleka & Morgan, 2019), technology itself
cannot be separated from what is called
communication and the development of
knowledge. The digital economy is changing the
global economy, enabling small industries to
become micro multinational industries with their
elasticity and dynamics (Darodjat et al., 2021).
Lack of knowledge about information and
communication technology as well as good ways
to use and utilize social media, impatient to get
results, and lack of understanding to create
interesting “posts” (Nugraheni et al., 2020).
Indonesia has great potential in the digital
economy. In 2019, Indonesia's e-commerce
transactions reached USD 12 billion. This means
that Indonesia has experienced a significant
increase from 2018 which was in the position of
USD 8 billion. In 2016 it is predicted to reach
USD 24.6 billion (Presidential Communication
Team, 2020). In Indonesia itself, MSMEs have
high resilience that is able to support the country's
economy, even during a global crisis. The
empowerment of MSMEs must be carried out
comprehensively and optimally and continuously
S0 as to increase the position of the role, increase
the potential for income advancement, create job
opportunities and eradicate poverty.

2. Literature review and hypothesis
development

2.1 MSME

Micro, Small and Medium Enterprises (MSMES)
is one form of business that has characteristics
related to the business capital used.

According to Law no. 20 of 2008 regarding
micro, small and medium enterprises, there are
several definitions that can classify an entity into
the type of micro, small or medium enterprises by
looking at two aspects, namely net worth (assets)
and sales results (turnover). Micro-enterprises are
productive businesses owned by individuals
and/or individual business entities that meet the
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criteria for Micro-enterprises as regulated in this
Law. Small business is a productive economic
business that stands alone, which is carried out by
individuals or business entities that are not
subsidiaries or branches of companies that are
owned, controlled or become a part either directly
or indirectly of medium-sized businesses or large
businesses that meet the criteria for small
businesses. as regulated in this Law.
Medium-sized business is a productive economic
business that stands alone carried out by
individuals or business entities that are not
subsidiaries or branches of companies that are
owned, controlled, or become a part either directly
or indirectly with Small Businesses or Large
Businesses with total net assets or proceeds
annual sales as regulated in this law. According to
(Kaleka & Morgan, 2019) MSMEs are often
constrained in terms of capital, limited production
and management technical capabilities, relatively
difficult ~marketing, and human resource
problems. Marketing seeks to identify the needs
and wants of its target market and how to satisfy
them through an exchange process while taking
into account all parties and goals related to the
interests of the company.

2.2 Marketing

According to (Yaskun, 2021), the definition of
marketing is a social and managerial process by
which individuals and groups obtain their needs
by creating product offerings that are of value to
each other.

Rahman et al., (2021) define: "The concept of
marketing as a philosophy of marketing
management which believes that the achievement
of organizational goals depends on determining
the needs and wants of the target market and
providing the desired satisfactions more
effectively and efficiently than competitors'
efforts".

The COVID-19 pandemic has had a very bad
impact and decreased income in the Micro, Small
and Medium Enterprises (MSME) sector. An effort
is needed that can increase the marketing of
MSME products that are in accordance with
consumer conditions. There are still many MSME
actors who market their products in stores and in
the market which are not in accordance with the
conditions in the field. Continuous training and
assistance is needed in introducing a marketing
system that is in accordance with the conditions
of the times. One of them is marketing using
online media. This research wusing digital
marketing to promote the product of MSME.
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2.3 Digital marketing

Digital marketing is also defined as marketing
activities that use internet-based media (Untari et
al., 2019).

Internet social media is the most widely used
source of information in companies. Because the
internet can reach all areas, it is potential and
fast to convey a variety of information
universally, with quality, and almost costs nothing
(Darodjat et al., 2021).

Technological development in the internet era
pushes changes to many daily aspects, one of
them is the change to consumer behavior of
Indonesian people which prefer to more instant
and practical things, which in turn escalate
online shopping model. Srinivisan et al. (2016)
study showed that technological use in MSME has
many advantages. First, business owners can get
live feedback, Second, social media gives real-
time market trends and opportunities. Third,
business owners can monitor their product,
whether it is already suitable for consumer
preference or not, and they can also explore
consumer’s most desired products. Mokhtar et al.
(2017) and study showed that technological use in
MSME can also improve market size, reduce
marketing costs, improve sales, and forge a
greater relationships with consumer.
Technological use in MSME enables business
owners to acquire detailed information about
consumer  behavior, consumer preference,
consumer needs, and consumer spending pattern.
Those information are crucial for determining
prices, promotion, and product development
(Bhayani dan Vachhani, 2014).

Digital media use in the marketing of food
products is proved to be more effective to boost
MSME profit than conventional marketing one
(Lisawati, 2016; Khairani et al. 2018). Setiawan et
al. (2018) and Srirejeki, (2016) study showed that
digital marketing can boost food MSME profit by
10%-32%.

2.4 Knowledge

Knowledge is the result of human effort to know.
The work of knowing is the result of knowing,
realizing, understanding, and being smart
(Mulyadi et al., 2021).

The MSME criteria (Micro, Small and Medium
Enterprises) trade cake where the goods in the
business are not fixed, or can change at any time,
the place of running the business can move at any
time, the business has not implemented
administration, even personal and business
finance still unified, human resources (HR) in it
do not have a qualified entrepreneurial spirit,
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usually the level of education of HR is still low
and MSMEs in the cake trade industry do not yet
have banking access, but some have access to
non-bank financial institutions.

Glazer (2013) considers marketing knowledge as
a strategic asset of the company. This means that
marketing knowledge is one of the valuable assets
for the business and provides a competitive
advantage for the business, the result provides
superior business performance. To measure the
competence of marketing knowledge consists of
three indicators, including: (1) Marketing
knowledge acquisition (knowledge acquisition) is
a process of how that knowledge is obtained; (2)
Distribution of marketing knowledge Knowledge
dissemination or distribution of information
illustrates the knowledge from various sources
shared and distributed so as to provide impetus for
new understanding or understanding; and (3)
Storage of marketing knowledge (organizational
memory) means the way how the knowledge is
stored for future use.

2.5 Socialization

As for what defines socialization, it is a general
concept that can be interpreted as a process in
which we learn with others, about how to think,
feel, and act. According to lhromi (1999) in
(Mulyadi et al., 2021), socialization is a social
process through which we recognize ways of
thinking, feeling and behaving, so that we can
participate effectively in society.

Child safety regulations on social networks that
allow providers to ensure that children are old
enough to access websites, awareness of safety
messages supported by protection of personal
information (Olafsson & Staksrud, 2013) in
(Hendriarto, 2021).

The socialization process has indications in the
use of technology in the marketing sector, where
with the socialization; business owners have an
understanding related to the importance of
implementing digitalization in the marketing
sector as an effort to increase company goals.

3. Methodology

3.1 Data source

The source of data in this study is primary data.
Data was obtained by distributing questionnaires
to respondents. Data obtained directly from
respondents, including data on the description of
the identity of the respondent, a list of questions
regarding user opinions regarding the items
studied in this study. List of questionnaires see
attachment.
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3.2 Research samples

Data collection is a very important step in the
research method because the data obtained is
expected to be used by researchers in achieving
research objectives. In this study, data were
obtained from the field using a questionnaire.
Questionnaire is a technique of collecting data
through written questions and answered in writing
(Rokhman, 2019).

Before  the  researcher  distributes  the
questionnaire, the researcher first conducts a pilot
test (pilot test) which aims to test whether the
guestions contained in the questionnaire are
suitable for use before being distributed to
correspondents related to the research. The pilot
test conducted by the researcher was distributed
to MSME actors who were located not far from
the researcher's residence and 30 questionnaires
were distributed to conduct a pilot test.

3.3 Measurement scale

The scale used in measuring the variables is the
likert scale. The likert scale is a systematic way to
give an assessment of the index of the questions
given then the respondents are asked to provide
answers: Strongly agree, Agree, Disagree and
strongly disagree. This answer is given a score of
1 to 5 (Rahmadi & Dewandaru, 2021).

3.4 Validity test

Validity is a measure that shows the level of
validity or wvalidity of an instrument. Valid
instruments have high validity, and vice versa,
invalid instruments have low validity. An
instrument is said to be valid if the instrument is
able to measure what the researcher wants and
discloses data from the wvariables studied
appropriately (Maya & Yohanna, 2018).
Construct validity test can be done through
convergent validity test and discriminant validity
test. Convergent validity is validity arises when
the scores obtained from two different
instruments that measure the same construct have
a high correlation. Discriminant validity is validity
arises when two different instruments that
measure two constructs that are predicted to be
uncorrelated produce scores that are not
correlated.

3.5 Reliability test

Reliability is an index that shows the extent to
which a measuring instrument can be trusted and
relied on (Hidayattuloh et al., 2020). Meanwhile,
according to (Nurlatifah et al., 2021) instrument
reliability is the level of stability of the
instrument when used when and by anyone so
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that it will tend to produce the same or almost the
same data as before. The method used is Alpha
Cronbach. The alpha formula is used to find the
reliability of question items whose scores are not
1 and 0O for example, questionnaires or
descriptions (Zuhroh & Rakhmawati, 2020).

3.6 Data analysis method

In this study, the partial Least Square (PLS) is

used, which refers to a powerful method because

it is usually applied to any data scale that does
not require a lot of assumptions and the sample
required does not have to be large (Erwin et al.,

2021). The steps in the partial Least Square (PLS)

analysis are as follows:

a. Structural Model Design (inner model).
Designing a structural model (inner model)
of the relationship between latent variables
based on theory (Nurlatifah et al., 2021).

b. Measurement Model Design (outer model).
Designing a measurement model (outer
model) of the relationship between latent
variables and manifest variables. The latent
variables in this study were 2 variables which
included X1 and X2.

c. Construction of Path Diagrams Based on
Two Models. The third stage constructs a
path diagram from the results of designing the
inner model and outer model.

d. Convert Path Diagrams Into Equations. After
the path diagram is complete, the next step is
to convert the path diagram into a structural
equation (the relationship between the latent
variables studied) and the measuring model
(the relationship between indicator variables
and latent (Erwin et al., 2021).

e. Inner Model. The inner model is the
specification of the relationship between latent
variables (model structure) also called inner
relations, describing the relationship between
latent variables based on substantive research
theory (Nurlatifah et al., 2021). According to
(Hussein, 2019), without losing its properties,
it is generally assumed that the latent variable
and indicator or manifest variable are scaled to
zero means and the unit variance is equal to
one, so that the location parameter can be
omitted from the model.

f. Outer Model. Outer Model is a specification
of the relationship between latent variables
and their indicators (outer relation or
measurement model) (Nurlatifah et al., 2021).
According to Jaya and Sumertajaya (Astuti &
Augustine, 2022) the following is the equation
of the measurement model from the path
diagram that has been made.
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g. Parameter Estimation. The next step is to
estimate the parameters of the exogenous
variable (X) and endogenous variable (Y).
The purpose of estimating latent by iteration.
The function of path estimation is to know the
coefficient of each indicator on the latent
variables. Stahlbock et all in (Amelda et al.,
2021). The estimation of the linkage path
between the latent variable and the indicator
that has the highest correlation based on the
loading value is less than 0.5, then the
significance of the formative indicator is not
significant, it is necessary to re-test or delete
the indicator. If the outer loading value is more
than 0.5, then the indicator is maintained by
Hair et al, in (Erwin et al., 2021).

h. Evaluation of Goodness of Fit. Goodness of Fit
evaluation is carried out on the structural model
and measurement model. (Madyaratry et al.,
2020) explain the goodness of fit as follows:
(1) The best guide in assessing model fit is a
strong substantive theory. If the model only
shows or represents a substantive theory that is
not strong and even though the model has a
very good fit, it is rather difficult for us to
judge the model; (2) The Chi-Square statistical
test should not be the only basis for
determining the fit of the data with the model;
and (3) None of the Goodness of Fit measures
can exclusively be used as the basis for
evaluating the overall fit of the model.

3.7 Hypothesis testing

Hypothesis testing was conducted to partially test
the effect of the exogenous variable (X) on the
endogenous variable (Y). Hypothesis testing is
done by looking at the t-value in each path and the
t-table value from the bootstrapping results. The
value of the inner weight coefficient is said to be

significant if the value of teount > ttable (Capasso

et al., 2019). The hypothesis in this study is as

follows:

a. Variable Socialization to Variable Level of
Knowledge of Digitalization in the Field of
Marketing in Sidoarjo City

Section A-Research Paper

HO : Y1 = 0 ; There is no significant effect
between the socialization variable and the level of
digitalization knowledge in the marketing field in
Sidoarjo City.

H1 : Y1 = 0 ; There is a significant influence
between the socialization variable and the level of
digitalization knowledge in the marketing field in
Sidoarjo City.

of
in

on Variables
Digitalization

b. Interaction Variables
Knowledge Level of
Marketing in Sidoarjo City

HO : Y2 = 0 ; There is no significant effect

between the interaction variables on the level of

digitalization knowledge in the marketing field in

Sidoarjo City.

H1 : Y2 = 0 ; There is a significant influence

between the interaction variables on the variable

level of knowledge of digitalization in the
marketing field in Sidoarjo City.
c. The Variable Level of Knowledge of

MSME Actors on the Variable Utilization
of Digitalization in Marketing by MSME
Actors in Sidoarjo City
HO : Y1 = 0 ; There is no significant effect
between the variables of the level of digitalization
knowledge in the marketing field in Sidoarjo City
on the use of digitization by MSME actors in the
marketing sector.
H1 : Y1 0 ; There is a significant influence
between the variable level of knowledge of
MSME actors in digitalization in the marketing
field in Sidoarjo City on the use of digitization by
MSME actors in marketing.

4. Results

After testing the convergent validity, discriminant
validity, and rehabilitation test, the hypothesis

is then tested. Based on the data processing
carried out by the researcher, the results of data
processing are obtained in the form of a valid
Table I below.

Table | Total effects

Relationship Original Sample Standard Devistion T Statistics P Values
Sample (O) Mean (M) (STDEV) (|O/STDEV])

|->TP 0,299 0,305 0,120 2,481 0,013
S->TP 0,576 0,574 0,126 4,571 0,000
TP->P 0,795 0,790 0,068 11,609 0,000

Notes: S: Socialization; P: Utilization; I: Interaction; TP: Knowledge Level

Eur. Chem. Bull. 2023, 12(Regular Issue 12), 4164 - 4172
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In hypothesis testing, the path coefficient value
indicated by the T statistic value (Tstatistic) > 1.96
then the alternative hypothesis can be declared
supported, but if the value of the T statistic (T-
statistic) < 1.96 then the alternative hypothesis is
declared not supported. Based on the results of

Section A-Research Paper

data processing using the PLS program by means
of bootstrapping in the Table | above, it can be
seen the value of the T statistic (T-statistic)
in each construct and determines whether the
alternative hypothesis is supported or not.

Table 11 Result of algorithm

Cronbach’s Rho A Composite
Alpha Reliabilty Square
I 0,881 0,886 0,913

P 0,875 0,878 0,906

S 0,903 0,905 0,925

TP 0,845 0,851 0,896

(AVE)

0,677
0,617

0,674
0,682

R Communality Redundancy
0,677

0,633 0,617 0,314
0,674

0,701 0,682 0,430

Notes: S: Socialization; P: Utilization; I: Interaction; TP: Knowledge Level

Based on the results of the hypothesis test above, it
can be seen that the socialization and interaction
constructs affect the level of knowledge of
MSME actors in digitalization in the marketing
field of Sidoarjo city. Likewise, the construct of
the level of knowledge of MSME actors in
digitalization in the marketing sector of the city
of Sidoarjo on the use of digitalization in the
marketing field in the city of Sidoarjo. To further
strengthen this research, the researcher refers by
looking for related journals with the same research
model, to support the statements that have been
stated previously.

4.1 The Effect of Socialization on the
Knowledge Level of MSME Actors about
Digitalization in the Marketing Sector of
Sidoarjo City

Hypothesis 1 states that the interaction construct
affects the level of knowledge of MSME actors.
Based on table 1, it can be seen that the T statistic
(T-statistic) of the interaction construct on the
knowledge level of MSME actors is 2.481 or >
1.96. Based on these results, it can be stated that
the interaction affects the level of knowledge of
MSME actors, so that hypothesis 1 is supported.
These results are consistent with research
(Yanuarti & Murwatiningsih, 2019) and
(Erlanitasari et al., 2020).

Perceived socialization can be defined as
socialization makes two fundamental
contributions to our lives. First, providing a basis
or foundation for individuals to create effective
participation in society, and secondly enabling the
sustainability of a society, because without
socialization there will be only one generation so
that the sustainability of society will be greatly
disrupted. The results of the analysis in this study
indicate that socialization has an effect on the
Eur. Chem. Bull. 2023, 12(Regular Issue 12), 4164 - 4172

level of knowledge of MSME actors who want to
use digitalization in the marketing field. These
results are consistent with research conducted by
(Liu, 2022) and (Kasayanond et al., 2019).

The perception of socialization has a big
influence on attitudes, because it is a method that
is considered the most capable of explaining the
benefits of a related matter. Research conducted
(Susilowati & Kaharti, 2020) Of the 13
participants, only 2 people have used social media
actively to market their products. The main social
media platform they use is Facebook because it is
the platform they are most familiar with. As
many as 2 other participants have used social
media for marketing their products but they are
not involved. In addition to considering using
digital marketing to be quite difficult, they also
feel that there are not many actual transactions
that occur compared to selling directly.

(Tanzil et al., 2021) also stated that the adoption of
digital technology was proven to improve the
performance of SMEs, especially in increasing
access to new domestic customers and
increasing sales.

4.2 The Effect of Interaction on the Knowledge
Level of MSME Actors about Digitalization in
the Marketing Sector of Sidoarjo City
Hypothesis 2 states that the socialization construct
affects the level of knowledge of MSME actors.
Based on table 1, it can be seen that the statistical
T value (Tstatistic) of the interaction construct on
the knowledge level of MSME actors is 4.571 or
1.96. Based on these results, it can be stated that
socialization has an effect on the level of
knowledge of MSME actors, so hypothesis 2 is
supported. These results are consistent with
studies (Tanzil et al., 2021) and (Joensuu-Salo et
al.,
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2018).

The definition of interaction can be defined to
reveal that social interaction is a reciprocal
relationship between two or more individuals,
where the nature of these individuals influence
each other (Hariandja, 2021). With social
interaction, it can add insight to an MSME actor in
developing their business and digitalization of
marketing expands the scope of interaction
between actors and consumers. Meanwhile,
according to (Martinez-Caro et al., 2020), social
interaction is an exchange between individuals in
which each individual shows his behavior that
influences each other. From what has been
explained by Shaw, it can be concluded that the
digitalization process can expand exchanges that
can show the character of each individual. These
two things support the research above, with an
interaction that can increase the level of
knowledge of MSME actors and social media is
only an intermediary between MSME actors and
consumers.

4.3 The Effect of Knowledge Level of MSME
Actors on Digitalization in the Marketing Sector
of Sidoarjo City on the Utilization of
Digitalization in the Marketing Sector by MSME
Actors in Sidoarjo City

Hypothesis 3 states that the knowledge level
construct of MSME actors affects the use of
digitalization in the marketing sector. Based on
table 1, it can be seen that the statistical T value
(Tstatistic) of the knowledge level construct of
MSME actors on the use of digitalization in the
marketing sector is 11.609 or 1.96. Based on
these results, it can be stated that the level of
knowledge of MSME actors affects the use of
digitalization in the marketing sector, so
hypothesis 3 is supported. The results of this study
are consistent with research (Ishak, 2008) and
(Susilowati & Kaharti, 2020).

Based on the results of research (Dethine et al.,
2020) The lack of knowledge of MSME actors
regarding digital marketing affects the level of
utilization of digitalization in the marketing field,
this is directly proportional to the results of
research conducted by researchers that the level of
knowledge is the basis for optimization or
utilization by showing the results of validity and
reliability regarding utilization related to
marketing digitization. And the research results
are supported by the research conducted (Lee &
Falahat, 2019).

5. Coclusion

Eur. Chem. Bull. 2023, 12(Regular Issue 12), 4164 - 4172
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Based on the results of hypothesis testing in this
study, it can be concluded that the variable level
of knowledge has a positive effect on the use of
digitalization in the marketing field. This level of
knowledge can be obtained from many sources.
In this research, socialization and interaction
indicators are used. From the results of the study
showed that socialization and interaction had a
positive influence on the variable level of
knowledge.

Overall, it can be concluded that MSME actors
need special training through socialization and
interaction activities to increase their level of
knowledge so that they can optimize the use of
digitalization in the marketing sector.
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