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Abstract

Background: Many MSMEs are switching to online businesses and utilizing digital technology 
to maintain their businesses.
Purpose: This study aims to determine and examine the effect of product innovation, HR 
competency, and marketing performance on the financial performance of MSMEs in the 
Agricultural Sector in Semarang City after the Covid-19 pandemic with digitalization as a 
mediating variable.
Design/methodology/approach: This study uses quantitative methodology and a causal 
associative approach. Data was collected through an online questionnaire distributed to MSME 
owners in the Agricultural Sector via WhatsApp, with questions filtered based on respondent 
characteristics. The sampling technique used was random sampling. The number of samples in 
this study was 150 business owners. Data analysis used partial least squares-structural equality 
modeling (PLS-SEM).
Findings/Results: The results of this study indicate that product innovation, marketing 
performance, and digitalization have a significant effect on financial performance. Meanwhile, 
HR competency has had no significant effect on the financial performance of MSMEs in the 
Agricultural Sector in Semarang City after the COVID-19 pandemic. Digitalization has 
been proven to mediate the influence of product innovation, HR competency, and marketing 
performance on the financial performance of MSMEs in the Agricultural Sector in Semarang 
City.
Conclusion: Product innovation, marketing performance, and digitalization have a significant 
effect on financial performance. Meanwhile, HR competency has not had a significant effect 
on the financial performance of MSMEs in the agricultural sector in Semarang City since the 
COVID-19 pandemic. Digitalization is proven to mediate the influence of product innovation, 
HR competency, and marketing performance on the financial performance of MSMEs in the 
Agricultural Sector in Semarang City.
Originality/value (State of the art): State of the art in the era of digital transformation. Given 
that digitalization is increasingly becoming an important part of the global economy, this study is 
relevant to the current trend of digital technology adoption by MSMEs. This study can broaden 
the understanding of how small and medium-scale MSMEs can utilize digitalization to improve 
their competitiveness and financial performance, which is a growing research area globally.
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INTRODUCTION

Micro, small, and medium enterprises (MSMEs) 
play a crucial role in driving economic growth. They 
contribute greatly to increasing productivity and 
economic performance (Chatra et al. 2024). According 
to data from the Indonesian MSME Association 
(Akumindo), before the Covid-19 pandemic, MSMEs 
contributed around 60% of the Gross Domestic 
Product (GDP). However, the COVID-19 pandemic 
had a major impact on the MSME sector due to the 
social and economic restrictions implemented by the 
government (Afkar & Fauziyah, 2023; Riyanti & 
Harta, 2023). However, MSMEs have proven to be a 
sector that adapts quickly to pandemic conditions, with 
many turning to online businesses and utilizing digital 
technology to survive (Setyawati et al. 2023). Based 
on data from the Indonesian BDS Association (2020) 
in Handayani et al. (2021), only 3.6% of MSMEs 
experienced an increase in sales during the pandemic, 
while 55.2% experienced a decline, 4.5% were stagnant, 
and 36.7% recorded no sales at all. The Bank Indonesia 
Survey (2020) also showed a sharp decline in MSME 
performance with negative credit growth of -1.18%. In 
2021, MSME growth only increased by 0.4%, slightly 
better than before the pandemic, but this increase was 
not significant (databoks.katadata.co.id, 2021). MSME 
income decreased by 84.20% as a result of the social 
restriction policy. A rapid study from LIPI (2020) in 
Maduwiyanti & Andayani, 2021) noted that 94.69% of 
MSMEs experienced a decline in sales, with declining 
operating profits due to high production costs and low 
sales.

The scientific status of this research. Research on 
product innovation, human resource (HR) competency, 
marketing performance, and financial performance of 
MSMEs with digitalization as a mediating variable 
is a relevant topic in the current era of digital 
transformation. The global trend toward digitalization 
has driven an increasing number of studies focusing on 
how MSMEs can utilize digital technology to improve 
their competitiveness (Muliadi, 2021). However, many 
studies still focus on the direct influence of digitalization 
on financial performance, with few examining the role 
of digitalization as a mediating variable in linking 
aspects such as product innovation, HR competency, 
and marketing performance with financial performance. 
In this context, this research enters into a growing 
discourse, especially in management and business 
research, regarding the adoption of digital technology 

by MSMEs. Wicaksono et al. (2023), the creation of 
high performance certainly has factors that influence 
it. Entrepreneurship for MSMEs is the ability to be 
creative, realize innovation, and take advantage of 
opportunities for success (Sanawiri & Iqbal, 2018 in 
Hasanah et al. 2024). One of the strategic criteria for 
business development is increasing educational content 
through digital marketing on social media (Putri et al. 
2024). This digitalization is very beneficial for MSME 
owners, especially in marketing and making online sales 
(Irianto et al. 2022). This is one alternative solution to 
developing MSMEs in the future. Similar research was 
also conducted by Febriyantoro & Arisandi (2018) 
which explained that MSME actors said that the use 
of digitalization in online marketing and sales helps 
MSMEs to inform and interact directly with consumers. 
Purwana et al. (2017) explained that digital marketing 
is an MSME effort to introduce a brand using digital 
media that can appropriately reach MSME consumers. 
Digital transformation and breakthrough innovations 
that contain concern for the environment (Sijabat & 
Hardianawati, 2024). Sudirjo (2023), companies that 
succeed in making breakthroughs in green innovation 
have the opportunity to offer new products that have not 
been offered by their competitors, thereby increasing 
their competitive advantage.

The position of this research towards previous research 
is: (1) Previous research on Product Innovation and 
Financial Performance. This research extends previous 
research by examining how digitalization can strengthen 
the effect of product innovation on MSME financial 
performance. (2) Research on HR Competence. This 
study places digitalization as a mediating variable, 
suggesting that HR competence supported by effective 
digitalization will have a greater impact on financial 
performance. (3) Marketing Performance and 
Digitalization. This research brings a new perspective 
by showing how marketing digitalization can play 
an important role in strengthening the influence of 
marketing performance on MSME financial results. 
(4) Digitalization as a Mediating Variable. This study 
contributes by showing how digitalization can link 
various internal factors (innovation, HR, marketing) 
with financial performance. This provides added value 
in MSME management research in the digital era. 
Research Contribution. This study fills a gap in the 
literature by offering a more comprehensive model 
involving the mediating role of digitalization, which 
has not been widely explored empirically in MSMEs 
at the local level such as Semarang City. By focusing 
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Impact of Product Innovation on the Financial 
Performance of MSMEs

Sudjatmoko et al. (2023), innovation strategy is 
very important for the survival and growth of an 
organization because it drives the expansion and 
growth of the company and increases its prospects for 
future success. Competitive pressures force business 
actors to continue to innovate to maintain their business 
because competitors will try to imitate their innovations 
(Desmiyawati et al. 2023). In addition, innovation can 
be generated through the development of simple but 
effective marketing strategies or by cutting production 
costs while maintaining product quality. Innovation 
is not only limited to operational procedures but also 
extends to the physical design of the product (Pusung 
et al. 2023). Research by Chaniago (2022); Chatra et 
al. (2024), Dewantoro et al. (2023), Yanti et al. (2024), 
product innovation affects financial performance. H1: 
product innovation affects financial performance.

The Influence of HR Competence on MSME 
Financial Performance

One of the main components that can be used to 
improve the professionalism of MSMEs is human 
resources. This is because individual participation in 
running a business in a business unit affects it (Sunarti 
et al. 2023). However, HR is also a key component 
that allows MSMEs to take advantage of the potential 
for product innovation to develop and improve the 
quality of their goods by estimating consumer demand 
(Ahmad & Fatmawati, 2023). Sales growth, capital 
growth, recruiting more people each year, market and 
marketing growth, and growth in operating profit/profit 
are metrics used to assess performance (Safkaur & 
Sagrim, 2019). Research by Costa & Xiongying (2021); 
Sunarti et al. (2023), Zakaria et al. (2018) that HR 
competence does not affect the financial performance 
of MSMEs. H2: HR competence does not affect the 
financial performance of MSMEs.

The Influence of Marketing Performance on MSME 
Financial Performance

Marketing performance is the third element that 
influences the financial performance of MSMEs. 
This flexibility is an important marketing tool to meet 
changing consumer demands and improve business 
results (Natoil et al. 2023). MSMEs must be able to 
improve their marketing performance and ultimately 

on this variable, this study adds to the scientific 
discourse on how MSMEs can more effectively use 
digitalization as a strategic tool in improving financial 
performance, through increasing product innovation, 
HR competency, and marketing performance.

The problem-solving approach in this study is in 
the following steps: (1) Theoretical and Conceptual 
Approach. (2) Data Analysis - Mediation Model. 
Testing Direct Effect and Indirect Effect (Mediation). 
This study aims to examine the influence of product 
innovation, HR competence, and marketing 
performance on the financial performance of MSMEs 
in the Agricultural Sector in Semarang City after the 
Covid-19 pandemic with digitalization as a mediating 
variable

METHODS 

This research was conducted in Semarang City in 
2023. The research uses a quantitative and causal 
associative approach. Primary data are collected 
directly by researchers through surveys. The sample 
was selected using random sampling, which is a type 
of probability sampling that ensures that everyone in 
the target population has an equal chance of being 
selected. To produce a representative sample of the 
entire population of 250 MSME business actors, this 
random sampling was carried out based on the Slovin 
formula, so that the number of samples in this study was 
150 MSME business actors. The Likert scale was used 
in this study as a measurement instrument, and each 
respondent’s response was assessed on a 4-level scale. 
Online questionnaires were sent to MSME actors via 
WhatsApp with questions filtered based on respondent 
characteristics. The data analysis technique uses Partial 
Least Squares-Structural Equation Modeling (PLS-
SEM). Instrument tests include convergent validity, 
discriminant, and AVE tests in addition to composite 
reliability and Cronbach’s alpha. The technique used in 
data analysis is Structural Equation Modeling (SEM), 
which can analyze latent variables, indicator variables, 
and measurement errors directly. There are two stages 
in using the PLS evaluation model, namely the outer 
model or measurement model and the inner model or 
structural model. If the probability value ≤ alpha (0.05) 
and the t-statistic value ≥ t-table (1.96), then the test 
criteria are applied to ensure whether the exogenous 
variable has a significant effect on the endogenous 
variable.
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The Influence of Digitalization on Human 
Resource Competence Mediating MSME Financial 
Performance

In a dynamic environment and with the rapid 
development of digitalization, human resources are 
needed who can recognize and take advantage of 
opportunities. Human resources have an important 
role in the success of the MSME digitalization process 
because they can provide the necessary skills, which are 
often a challenge for MSMEs, especially in the trade 
and craft sectors. Research by Kmecová et al. (2021); 
Putra et al. (2023) states that digitalization can mediate 
the influence of human resource competence on the 
financial performance of MSMEs. H6: digitalization can 
mediate the influence of human resource competence 
on the financial performance of MSMEs

The Influence of Digitalization on Marketing 
Performance Mediating MSME Financial 
Performance

Digital innovation has significant potential to improve 
MSME marketing performance. In increasingly tight 
business competition, In the ever-growing digital 
era, MSMEs must utilize digital technology and 
media to reach a wider market, increase interaction 
with customers, and strengthen their marketing 
effectiveness. Research by Guo et al. (2020); Utama 
& Indarwati (2023), digitalization can mediate the 
influence of marketing performance on MSME 
financial performance. H7: digitalization can mediate 
the influence of marketing performance on MSME 
financial performance

In Figure 1, the context of research on product innovation, 
HR competency, and marketing performance on the 
financial performance of MSMEs in Semarang City 
with digitalization as a mediating variable, the research 
framework will include the relationship between the 
main variables analyzed, namely: (1) The Effect of 
Product Innovation on Financial Performance.. (2) The 
Effect of HR Competence on Financial Performance. 
(3) The Effect of Marketing Performance on Financial 
Performance. (4) The Role of Digitalization as a 
Mediator, namely: (a) Digitalization Mediation between 
Product Innovation and Financial Performance. (b) 
Digitalization Mediation between HR Competence and 
Financial Performance. (c) Digitalization Mediation 
between Marketing Performance and Financial 
Performance. 

gain a competitive advantage by combining marketing 
innovation (Sumaryanto & Widajanti, 2023). The 
design of the compensation package is one of the factors 
that motivate people to give the best performance 
for the company,  (Wijaya et al. 2023). According to 
(Haris, 2023), digital marketing strategies, such as 
social media platforms and websites, have become a 
practical choice for MSMEs with limited promotional 
resources. Mulyadi et al. (2021); Haris (2023); 
Marjukah (2022), marketing performance influences 
financial performance. H3: marketing performance 
influences the financial performance of MSMEs.

The Impact of Digitalization on MSME Financial 
Performance

MSMEs will benefit from digitalization because 
they can become more competitive and able to adapt 
to market and economic changes. Digitalization is 
also a dynamic capability that allows MSMEs to 
continue to adapt and innovate, provide competitive 
advantages, and improve performance sustainably. 
Through digitalization, MSMEs can more quickly 
understand changes in consumer behavior, market 
trends, and business dynamics. Research by Satrianto 
et al. (2023); Desmiyawati et al. (2023); Nur & Made 
(2024) that digitalization has a significant impact on 
MSME performance. H4: digitalization has an impact 
on MSME financial performance.

The Influence of Digitalization Mediating Product 
Innovation on MSME Financial Performance

Investment in digitalization for MSME business 
operations will have a positive impact on their product 
innovation. Digital transformation can also act as 
a mediator, assuming that changes from traditional 
behavior to the digital sector will facilitate event 
analysis and contribute to increasing MSME product 
innovation. Research by Manalu & Adzimatinur (2024); 
Zainurrafiqi & Gazali (2024) that digitalization can 
mediate the influence of product innovation on MSME 
financial performance. To meet new customer demand, 
MSMES needs to improve its digital competence and 
expertise. H5: digitalization can mediate the influence 
of product innovation on MSME financial performance
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Digitalization all yield more than 0.5 and pass the 
test of discriminant validity, which demands that the 
square root of the AVE value exceed the correlation of 
the latent constructs. At that point, the aforementioned 
variables are accepted. To sum up, the research data 
model meets the good criteria, and depending on the 
findings of the discriminant validity test, can be further 
developed.

RESULTS 

Analysis Outer Model (Measurement Model)

Convergent validity, AVE, and Composite Reliability

Table 1, each indicator’s outer loading value in the 
previously mentioned table is greater than 0.70, 
demonstrating the indicator’s dependability in 
gauging MSME’s financial performance in Pamekasan 
Regency. The degree of reliability is indicated by both 
Cronbach’s alpha value and the composite reliability 
value, both of which are greater than 0.70. It was 
determined that every variable was dependable and that 
the construct reliability of each indicator varied. Each 
of these indicators meets the requirements for strong 
convergence. After all, the degree of convergence is 
also visible because all of the AVE values show > 0.5.
Table 2, as stated in the table above, the AVE values of 
MSME’s financial performance, Product Innovation, 
HR Competence, Marketing Performance, and 

Product 
Innovation

HR Competence 

 Marketing 
Performance

Financial 
Performance 

Digitalization

Figure 1. Research framework 

Table 1. Outer loadings, cronbach's alpha, composite reliability, and average variance extracted

Variable Item Measurement Outer Loadings Cronbach’s Alpha Composite 
Reliability AVE

Product 
Innovation (X1)

PI.1 0.841 0.882 0.915 0.729
PI.2 0.861
PI.3 0.858
PI.4 0.856

HR Competence  
(X2)

HRC.1 0.824 0.843 0.893 0.677
HRC.2 0.807
HRC.3 0.813
HRC.4 0.846

Marketing 
Performance  (X3)

MP.1 0.870 0.896 0.927 0.760
MP.2 0.899
MP.3 0.838
MP.4 0.880

Digitalization  (Z) D.1 0.921 0.911 0.936 0.786
D.2 0.835
D.3 0.895
D.4 0.893

Financial 
Performance (Y)

FP.1 0.897 0.914 0.939 0.795
FP.2 0.888
FP.3 0.931
FP.4 0.848
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Table 2. Discriminant Validity-Fornell Larcker
FP PI HRC    MP D

Financial Performance (FP) 0.891
Product Innovation (PI) 0.690 0.854
HR Competence (HRC) 0.688 0.811 0.823
Marketing Performance (MP) 0.594 0.712 0.845  0.872
Digitalization (D) 0.559 0.585 0.627 0.755 0.887

Analysis Model Structural (Inner Model) 

R- Square

Table 3, the R-square findings indicate that the influence 
of Product Innovation (X1), HR Competence (X2), 
Marketing Performance (X3), and Digitalization ((Z) 
on MSME’s financial performance (Y) with a value of 
0,535, or 53,5% falls into the moderate category. While 
other variables not examined may have an impact on 
46,5%. The Digitalization (Z) R-square value was 
0.448, indicating that 44,8% of the Digitalization was 
impacted by Product Innovation (X1), HR Competence 

(X2) and Marketing Performance (X3). While factors not 
included in this study had an impact on the remaining 
55,2%.

Path Coefficients

Figure 2, one method used to determine the correlation 
between the variables was bootstrapping. When the 
t-statistic value and the probability value are both less 
than or equal to the t-table (1.96) and alpha (0.05), the 
test criteria are satisfied. It is claimed that exogenous 
factors significantly affect endogenous variables.

Table 3. R-Square
R-Square (R2) R-Square Adjusted Conclusion 

Financial Performance (Y) 0.535 0.512 Valid
Digitalization (Z) 0.448 0.419 Valid

Figure 2. Bootstrapping Results
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The Influence of HR Competence on MSME 
Financial Performance

Based on the results of data analysis, HR Competence 
does not have a significant effect on MSME financial 
performance with a t-statistic of 0.564 and a p-value 
of 0.101> 0.05. The ability of MSMEs to increase 
productivity which will have an impact on profit is highly 
dependent on the capacity of their human resources, 
both hard skills and soft skills. Meanwhile, increasing 
productivity and MSME profits can be a benchmark 
for success or increasing operational performance. 
When MSME actors use non-formal experience 
and training, not just formal education, to acquire 
these skills as a whole. Only more theoretical than 
practical instructions and knowledge can be obtained 
through formal education. The findings of this study 
are consistent with several previous empirical studies, 
including those conducted by (Costa & Xiongying, 
2021; Sunarti et al. 2023) whose research results found 
that HR competency had no significant effect on MSME 
financial performance. This study contradicts Naz et 
al. (2016); Rasyid et al. (223); Millendra & Marwan 
(2022), human resource competency has a significant 
effect on financial performance, and research by 
Sunarti et al. (2023) shows that HR competency has 
no significant effect on MSME financial performance.

The Influence of Marketing Performance on MSME 
Financial Performance

Based on the results of data analysis, marketing 
performance has a significant effect on MSME 
financial performance with a t-statistic of 2.050 and a 
p-value (0.004 <0.05). One of the advantages of digital 
marketing is that turnover income will remain constant. 
In addition, digital marketing often offers a more cost-
effective substitute for traditional marketing tactics. 
Digital marketing is often more cost-effective than 
traditional marketing strategies. The MSME sector has 
benefited from the implementation of digital marketing 
strategies, which have increased profitability and 
market share. The findings of this study are in line with 
previous studies conducted by (Haris, 2023; Marjukah, 
2022), marketing performance has a significant effect 
on financial performance. However, contrary to 
research by Sumaryanto & Widajanti (2023), marketing 
performance has no significant effect on the financial 
performance of SMEs.

The test findings are shown in Table 4. With a p-value of 
0,038 < 0,05 and a t-statistic of 2,681, the first hypothesis 
indicates that product innovation significantly affects 
MSME’s financial performance in Pamekasan Regency. 
The second hypothesis demonstrates that using p-value 
0,101 > 0,05 and t-statistics 0,564, HR competence did 
not significantly affect financial performance. The third 
hypothesis demonstrates that marketing performance 
significantly affects financial performance, with 
t-statistics of 2,050 and p-value 0,005 < 0,05. By 
t-statistics 2,446 and a p-value of 0,003 < 0,05, the 
fourth hypothesis demonstrates that digitalization has 
a significant impact on financial performance. The fifth 
hypothesis which has t-statistics 2,629 and p-value 
of 0,035 < 0,05, demonstrates that digitalization can 
mediate the effect of product innovation on financial 
performance. On the other hand, the results of the sixth 
hypothesis test show that digitalization can mediate 
the relationship between HR competence and financial 
performance with t-statistics 2,011 and a p-value of 
0,011 < 0,05. The seventh hypothesis test results show 
that digitalization can mediate the relationship between 
marketing performance and financial performance, 
with a t-statistic of 3,385 and a p-value of 0,008 < 0,05.

Impact of Product Innovation on MSME Financial 
Performance

Based on the results of data analysis, product 
innovation has a significant impact on MSME financial 
performance with a t-statistic of 2.681 and a p-value of 
0.038 <0.05. MSMEs perform better when companies 
innovate more on their products. Innovation is very 
important during the COVID-19 pandemic because 
MSMEs will not be able to survive without it. In addition, 
MSMEs can maintain and improve their performance 
by introducing new products or changing their business 
models in response to market developments. The 
findings of this study are in line with previous research 
conducted by Chaniago Research (2022); Chatra et 
al. (2024), product innovation has a significant effect 
on financial performance. Meanwhile, Daswal et al. 
(2023); Komariah et al. (2022) found that product 
innovation does not have a significant effect on the 
financial performance of SMEs. Due to the COVID-19 
pandemic, entrepreneurs are under pressure to meet 
demand, so they have to use more creative products 
when conducting marketing campaigns. Businesses are 
competing to better serve customer needs to survive the 
economic downturn caused by the Covid-19 pandemic.
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Table 4. Hypothesis Test Results

Original 
Sample (O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics 
(|O/STDEV|) P Values Information

Product Innovation (X1) → 
Financial Performance (Y)

0.165 0.175 0.064 2.681 0.038 H1-Accepted

HR Competence  (X2) → 
Financial Performance (Y)

0.088 0.080 0.157 0.564 0.101 H2- Accepted 

Marketing Performance (X3) → 
Financial Performance (Y)

0.143 0.148 0.045 2.050 0.005 H3-Accepted

Digitalization (Z) → Financial 
Performance (Y)

0.119 0.154 0.086 2.446 0.003 H4-Accepted

Product Innovation (X1) → 
Digitalization  (Z) → Financial 
Performance (Y)

0.298 0.320 0.113 2.629 0.035 H5-Accepted 

HR Competence (X2) → 
Digitalization (Z) → Financial 
Performance (Y)

0.245 0.242 0.110 2.011 0.011 H6-Accepted

Marketing Performance (X3) → 
Digitalization (Z) → Financial 
Performance (Y)

0.275 0.253 0.077 3.385 0.008 H7-Accepted 

The Effect of Digitalization Mediating Product 
Innovation on MSME Financial Performance
         
Based on the research results, digitalization can mediate 
the effect of product innovation on MSME financial 
performance with a t-statistic of 2.628 and a p-value of 
0.035 <0.05). Digitalization investment to run MSME 
business activities will have a positive impact on their 
product innovation. Searching for information by having 
good digitalization will increase the company’s sales level 
with the help of easy digital access. When MSMEs carry 
out digital transformation related to billing, it can help 
connect foresight capabilities with product innovation 
performance. Digital transformation can be used as 
a mediation by assuming that changes in traditional 
behavior with more use of the digital sector will make it 
easier to analyze events that occur and have an impact on 
increasing MSME product innovation. This is by research 
(Manalu & Adzimatinur, 2024; Zainurrafiqi & Gazali, 
2024) which states that digitalization can significantly 
mediate the effect of product innovation on MSME 
financial performance. To meet new customer demands, 
SMEs need to enhance their digital competencies and 
skills.

The Influence of Digitalization on Human Resource 
Competence Mediating MSME Financial Performance

Based on the research results, digitalization can mediate 
the influence of human resource competence on MSME 

Impact of Digitalization on MSME Financial 
Performance

Looking at the results of the data analysis, digitalization 
has a significant impact on the financial performance 
of MSMEs with a t-statistic of 2.446 and a p-value of 
0.003 <0.05. This means that the greater the MSME’s 
finances, the greater the technological innovation. 
MSMEs will benefit from digitalization because they 
become more competitive and able to adapt to market 
and economic changes. One type of dynamic capability 
that can help MSMEs adapt and innovate consistently 
is digitalization. MSMEs that utilize digitalization 
effectively will gain a competitive advantage, be 
more adaptive to change, and be able to improve 
their performance over time. Thanks to digitalization, 
MSMEs can more quickly and accurately understand 
changes in consumer behavior, market trends, and 
the business environment. The findings of this 
study are in line with previous studies conducted by 
(Desmiyawati et al. 2023; Nur & Made, 2024) which 
found that digitalization has a significant impact on 
MSME performance. However, contrary to Adebisi & 
Adekola (2016); Mutoharoh et al. (2020) showed that 
digitalization has an insignificant impact on MSME 
financial performance.
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Financial Performance. Measuring and Monitoring 
Financial Performance Integrated with Digitalization. 
MSME management must use digital technology to 
monitor financial performance in real-time and more 
transparently. This allows for more precise and faster 
decision-making. Integrate a “digital accounting 
system” that allows MSMEs to monitor cash flow, 
profits, and expenses more easily and accurately. Use 
financial analysis software to understand business 
trends and performance and to make better financial 
planning. Conduct regular evaluations of the impact 
of digitalization on financial performance and identify 
areas for improvement.

CONCLUSIONS and Recommendations
 
Conclusions 

The results of the study can be concluded that product 
innovation, marketing performance, and digitalization 
have a significant effect on financial performance, 
while HR competency does not have a significant 
effect on the financial performance of MSMEs in 
Semarang City after the COVID-19 pandemic. The 
financial performance of MSMEs improves along with 
increasing product innovation, marketing effectiveness, 
and digital innovation. The phenomenon of poor 
financial performance is caused by HR who in theory 
give positions to people who are not experts in their 
fields. However, this is not by the financial performance 
of small and medium enterprises. Digitalization has 
been proven to be able to mediate the influence of 
product innovation, HR competency, and marketing 
performance on the financial performance of MSMEs. 
         
Recommendations

In order to develop their business, MSMEs need to be 
more sensitive to advances in innovative technology 
and also be open to learning to utilize it. This will 
certainly have a significant impact on the development 
of their business if MSME actors can capture these 
opportunities. To remain competitive, innovate in both 
product and service categories. Thus, the performance 
of MSMEs will be maintained.  Based on the limitations 
of the results of this study, suggestions for further 
research related to the development of MSMEs through 
the use of innovative technology, namely identifying: 
(1) Factors Inhibiting Technology Adoption. (2) The 
Role of Training and Technical Assistance. (3) Analysis 

financial performance with a t-statistic of 2.011 and a 
p-value of 0.011 <0.05. Given the dynamic environment 
and the rapid pace of digitalization, human resources are 
needed who can see and capture opportunities. Human 
resources play a major role in the success of MSME 
digitalization efforts because they can provide the 
employees or skills needed for this process, which can 
be difficult for MSMEs in the trade and craft industries 
in particular. This is by research (Kmecová et al. 2021; 
Putra et al. 2023) which states that digitalization can 
significantly mediate the influence of HR competency 
on MSME financial performance. Seeing the potential 
market opportunities that exist, MSMEs need to develop 
reliable HR in adapting new technologies.

The Influence of Digitalization on Marketing 
Performance Mediating the Financial Performance of 
MSMEs
         
Based on the research results, digitalization can mediate 
the influence of marketing performance on the financial 
performance of MSMEs with a t-statistic of 3.385 and 
a p-value of 0.008 <0.05. Digital innovation has great 
potential to improve the marketing performance of 
MSMEs. In addition, the importance of developing 
digital innovation as a strategy to improve the marketing 
performance of MSMEs. MSMEs need to continue to 
adapt to changes in digital trends that occur to optimize 
innovation and increase their competitiveness. In the 
ever-growing digital era, MSMEs need to utilize digital 
technology and digital media to reach a wider target 
market, optimize interactions with customers, and 
increase the effectiveness of their marketing. Research-
based view theory states that companies will succeed 
in their business competition and have healthy financial 
performance if they can use their strategic assets,  both 
tangible and intangible assets,  effectively and efficiently  
(Pujiastuti, 2024). This is by research (Guo et al. 2020; 
Utama & Indarwati, 2023), digitalization can significantly 
mediate the influence of marketing performance on the 
financial performance of MSMEs.
         
Managerial Implications

The Importance of Product Innovation in Increasing 
Competitiveness. Implement regular market research to 
understand consumer needs and preferences. Developing 
HR Competence in the Digital Era. Optimizing Digital 
Marketing to Improve Marketing Performance. The Role 
of Digitalization as a Connector between Marketing 
Performance, HR, and Product Innovation with 



316

Jurnal Manajemen & Agribisnis, 
Vol. 21 No.3, November 2024

literasi keuangan terhadap kinerja UMKM di 
Kecamatan Sekarbela. Kompeten: Jurnal Ilmiah 
Ekonomi dan Bisnis 2(3):610–618. https://doi.
org/10.57141/kompeten.v2i3.91

Desmiyawati, Susilatri, Ramaiyanti S, Azlina N. 2023. 
Improving the performance of MSMEs through 
innovation, financial literacy and digitalization. 
Jrak: Jurnal Riset Akuntansi Kontemporer 
15(2):151–161. 

Dewantoro B, Putranto A, Purwanto H. 2023. 
Pengaruh kompetensi sumber daya manusia, dan 
inovasi produk terhadap kinerja umkm (studi 
empiris pada UMKM di Kabupaten Wonosobo). 
MAGNA: Journal Economic, Management and 
Business 2(1):60–72. https://doi.org/10.32699/
magna.v2i1.4153 .

Febriyantoro MT, Arisandi D. 2018. Pemanfaatan 
digital marketing bagi usaha mikro, kecil 
dan menengah pada era masyarakat ekonomi 
ASEAN. JMD: Jurnal Riset Manajemen & 
Bisnis Dewantara 1(2): 61–76. https://doi.
org/10.26533/jmd.v1i2.175

Guo H, Yang Z, Huang R, Guo A. 2020. The 
digitalization and public crisis responses of 
small and medium enterprises: implications 
from a Covid-19 Survey. Frontiers of Business 
Research in China 14(1):1–25. https://doi.
org/10.1186/s11782-020-00087-1

Handayani E, Rahmawati A, Tubastuvi N, Hapsari 
I. 2021. Performance analysis of sharia 
commercial banks in Indonesia before the 
COVID Pandemic Period (2015-2019). IJRBS: 
International Journal of Research in Business 
and Social Science, 10(2):228–237. https://doi.
org/10.2139/ssrn.3816553

Haris A. 2023. The role of digital marketing in 
increasing financial effectiveness and efficiency. 
Atestasi: Jurnal Ilmiah Akuntansi 6(2):419–429. 
https://doi.org/10.57178/atestasi.v6i2.701

Hasanah SU, Waluyati LR, Suryantini A. 2024. 
The impact of entrepreneurial motivation, 
competency, and orientation on garlic farming 
performance in Sembalun District. Jurnal 
Manajemen & Agribisnis 21(1): 83-94.  DOI: 
http://dx.doi.org/10.17358/jma.21.1.83

Irianto H, Viesta AD,  Nugroho AT, Wahyuni 
T, Prabowo WC, Hamid IN, Anufah TN, 
Permatasari HI, Salsabila A, Sofyana, Hardiyanti 
FY. 2022. MSMEs digitizing to increase 
marketing and online selling in Tengklik Village. 
Journal of Cooperative, Small and Medium 

of the Impact of Technology on MSME Performance. 
(4) The Role of Government Policy in Supporting 
Technological Innovation. (5) Innovation in Products 
and Services, and (6) Case Studies of MSME Success.

FUNDING   STATEMENT:   This research did not 
receive any specific grant from funding agencies in the 
public, commercial, or not - for - profit sectors.

CONFLICTS  OF  INTEREST:  The  author  declares  
no conflict of interest.

REFERENCES 

Adebisi KS, Adekola OA. 2016. Challenges facing 
the adoption of information technology in the 
management of small and medium enterprises in 
Nigeria. International Journal of Business and 
Management Invention 5(5):71–77. 

Afkar T, Fauziyah. 2023. MSMEs recovery after 
the covid-19 pandemic through profit-sharing 
system. Jurnal Ilmu Sosial Dan Humaniora 
12(3):547–555. https://doi.org/10.23887/jish.
v12i3.67713

Ahmad AR, Fatmawati D. 2023. The effect of product 
innovation, and process innovation on competitive 
advantages and marketing performance of snack 
products. ICEBIT: Proceeding International 
Conference on Economics, Business and 
Information Technology 10(3):271–277. https://
doi.org/10.31967/prmandala.v4i0.757

Chaniago H. 2022. The effect innovation cloning to small 
business success: entrepreneurial perspective. 
Journal of Innovation and Entrepreneurship 
11(1):1–18. https://doi.org/10.1186/s13731-
022-00245-0

Chatra A, Budaya I, Saprudin S, Judijanto L. 2024. 
Dynamic of product innovation, community 
involvement, and regulatory policy: case study 
of MSME Entrepreneurship in Indonesia. 
International Journal of Business, Law, 
and Education 5(1):105–118. https://doi.
org/10.56442/ijble.v5i1.356

Costa ED, Xiongying N. 2021. The role of human 
resources competency on SMEs performance 
in Timor–Leste. Eduvest - Journal of Universal 
Studies 1(11):1203–1213. https://doi.
org/10.59188/eduvest.v1i11.259

Daswal GMP, Nursanty IA, Fauzi AK. 2023. Pengaruh 
inovasi, penggunaan informasi akuntansi, dan 



317

Jurnal Manajemen & Agribisnis, 
Vol. 21 No.3, November 2024

v22i2.688
Mutoharoh, Winarsih, Buyong SZ. 2020. Digitalization 

of accounting information impact on MSMEs 
profitability and productivity. JRABA: Jurnal 
Riset Akuntansi Dan Bisnis Airlangga 5(2):867–
884. https://doi.org/10.31093/jraba.v5i2.233

Natoil, Sopi, Hartarini YM. 2023. Enhancing marketing 
performance in MSMEs: empirical research 
from Semarang, Central Java, Indonesia. 
Management Analysis Journal 12(3):385–394. 
https://doi.org/10.15294/maj.v12i3.72739

Naz F, Aftab J, Awais M. 2016. Impact of Human 
Resource Management Practices (HRM) on 
Performance of SMEs in Multan, Pakiskan. 
International Journal of Management, 
Accounting and Economics 3(11):699–708. 

Nur RR, Made NI. 2024. Micro, small, and medium-
sized enterprises (MSMEs) during the 
post-pandemic economic recovery period: 
digitalization, literation, innovation, and its 
impact on financial performance. Cogent 
Business & Management 11(1):1–16. https://doi.
org/10.1080/23311975.2024.2342488

Pujiastuti H. 2024. Accounting conservatism, 
intellectual capital, capital structure in the 
financial performance of consumer good 
companies.   Jurnal Aplikasi Bisnis dan 
Manajemen (JABM) 10(2):374-384. http://
dx.doi.org/10.17358/jabm.10.2.374

Purwana D, Rahmi R, Aditya S. 2017. Pemanfaatan 
digital marketing bagi usaha mikro, kecil, dan 
menengah (UMKM) di Kelurahan Malaka Sari, 
Duren Sawit. Jurnal Pemberdayaan Masyarakat 
Madani (JPMM) 1(1): 1–17. https://doi.
org/10.21009/JPMM.001.1.01

Pusung CS, Narsa NPDRH, Wardhaningrum OA. 2023. 
Innovation, competitive strategy and msme 
performance: a survey study on culinary smes 
in indonesia during the Covid-19 Pandemic. 
Business: Theory and Practice 24(1):160–172. 
https://doi.org/10.3846/btp.2023.16676

Putra RE Neswardi S, Primadona P, Jumyetti J, Yuanita 
I. 2023. Impact of digital leadership on small 
medium enterprises resilience: the mediating 
role of employee creativity. AMAR: Andalas 
Management Review 7(1):35–61. https://doi.
org/10.25077/amar.7.1.35-61.2023

Putri BB, Perwitasari SDN, Pratopo LH. 2024. 
Business development strategy of “healthfull” 
brand products using swot-ahp analyses. 
Jurnal Manajemen & Agribisnis 21(1): 132-144. 

Enterprise Development 1(2): 60-64. https://doi.
org/10.20961/cosmed.v1i2.66865 

Kmecová I, Stuchlý J, Sagapova N, Tlustý M. 2021. 
SME human resources management digitization: 
evaluation of the level of digitization and 
estimation of future developments. Polish 
Journal of Management Studies 23(2):232–248. 
https://doi.org/10.17512/pjms.2021.23.2.14

Komala AR, Firdaus DW. 2023. Improving the quality of 
financial statements and the survival of msmes 
through digital economy: the case of Indonesia 
and Malaysia. Journal of Eastern European and 
Central Asian Research 10(5):752–763. https://
doi.org/10.15549/jeecar.v10i5.1435

Komariah NS, Nursal MF, Rianto MR. 2022. Pengaruh 
inovasi dan media sosial terhadap kinerja 
umkm makanan halal di Kota Bekasi Utara. 
Jurnal Ilmiah Ekonomi Islam 8(2):2247–2252. 
https://doi.org/10.29040/jiei.v8i2.5957

Maduwinarti A, Andayani S. 2021. The impact of the 
COVID-19 virus on the development of micro, 
small, and small enterprises (MSEs) partners of 
LPPM Untag Surabaya. Enrichment : Journal of 
Management 11(2):240–247. 

Manalu VG, Adzimatinur F. 2024. How digital 
transformation can affect product innovation 
performance Msmes: evidence from West 
Java. JAM: Jurnal Aplikasi Manajemen, 
22(1):253–266. https://doi.org/10.21776/
ub.jam.2024.022.01.19

Marjukah A. 2022. Pengaruh pelatihan pemasaran 
digital terhadap kinerja UMKM pada masa 
pandemi Covid-19. Jurnal Keuangan Dan 
Bisnis 20(1):1–12.  https://doi.org/10.32524/jkb.
v20i1.316.

Millendra F, Marwan. 2022. Pengaruh kompetensi 
sdm dan modal finansial terhadap kinerja 
usaha kerajinan sulaman di Desa Naras. Jurnal 
Salingka Nagari 01(2):379–386. https://doi.
org/10.24036/jsn.v1i2.51.

Muliadi S. 2021. SAS APP: Mewujudkan UMKM 
berbasis digital dalam rangka pemberdayaan 
ekonomi masyarakat Pringgasela Lombok 
Timur. JMM (Jurnal Masyarakat Mandiri) 
5(4):1877–1885. 

Mulyadi M, Bustami K, Malik I, Inuzula L. 2021. 
The effect of product innovation and market 
orientation on sales performance in the home 
industry Keripik in Bireuen District. E-Mabis: 
Jurnal Ekonomi Manajemen Dan Bisnis 
22(2):77–90. https://doi.org/10.29103/e-mabis.



318

Jurnal Manajemen & Agribisnis, 
Vol. 21 No.3, November 2024

0/23311975.2023.2179962
Sumaryanto S, Widajanti E. 2023. MSME marketing 

performance during the COVID-19 pandemic: 
the role of empowered interaction capability. 
Journal of Economics, Business, & Accountancy 
Ventura 25(3):382–397. https://doi.
org/10.14414/jebav.v25i3.2799

Sunarti, Hasanah, Oktariani D, Akbar KDA, Afif 
S. 2023. The Influence of human resource 
competence and financial aspects on the 
performance of MSMEs in the Cirendeu Village 
Area, South Tangerang. Endless: International 
Journal of Future Studies 6(2):278–287. https://
doi.org/10.54783/endlessjournal.v6i2.176

Utama PZM, Indarwati TA. 2023. Mediation of digital 
innovation on digital marketing capabilities 
towards marketing performance (a study on food 
and beverage SMEs in Gedangan Sub-District). 
International Management Conference and 
Progressive Papes 1(1):154–171. 

Wicaksono  AB,  Masyhuri  M,    Suryantini  A.  2023.  
The  Effect  of  motivation,  compensation,  work 
environment on work performance through job 
satisfaction  PT  XYZ  palm  oil  company.  
Jurnal Manajemen  dan  Agribisnis 20(2):165–
172. https://doi.org/10.17358/jma.20.2.165

Wijaya  L,  Ismanto  C,  Marciano  D.  2023.  Factors  
influencing CEO  compensation  in  companies  
listed on the LQ-45 index of the indonesia stock 
exchange  2016-2020. Jurnal   Aplikasi   Bisnis   
Dan    Manajemen (JABM) 9(2):367–377. https://
doi.org/10.17358/jabm.9.2.367

Yanti EM, Boihaki, Fatmayanti, Denni. 2024. 
Impacts of government policies, technological 
innovation, and competitive advantage on post 
pandemic MSME Financial. Business Review 
and Case Studies 5(1):81–90. https://doi.
org/10.17358/brcs.5.1.81

Zainurrafiqi, Gazali. 2024. Supply chain digitalization, 
green supply chain, supply chain resilience 
toward competitiveness and MSMEs 
Performance. JAM: Jurnal Aplikasi Manajemen 
22(1):175–192. https://doi.org/10.21776/
ub.jam.2024.022.01.14

Zakaria N, Fauzi WIM, Abdullah NAC, Yusoff RZ. 
2018. The Link Between HRM practices and 
performance in Malaysian SMEs. International 
Journal of Supply Chain Management 7(6):118–
126. 

http://dx.doi.org/10.17358/jma.21.1.132
Rasyid A, Haslindah, Putera W, Aziz M, Yahya IL, 

Aziz F, Saripuddin. 2023. Factors affecting 
the improvement of marketing performance 
of Indonesian MSMEs Products. IJCBEM: 
International Journal of Capacity Building in 
Education and Management 5(3):1–13. 

Riyanti D, Harta R. 2023. The role of social capital 
in enhancing economic resilience during the 
Covid-19 Pandemic in Bantul Regency. Jurnal 
Civics: Media Kajian Kewarganegaraan 
20(1):75–84. https://doi.org/10.21831/
jc.v20i1.45052

Safkaur O, Sagrim Y. 2019. Impact of human resources 
development on organizational financial 
performance and its impact on good government 
governance. International Journal of Economics 
and Financial Issues 9(5):29–37. https://doi.
org/10.32479/ijefi.8508

Sanawiri B, Iqbal M. 2018. Kewirausahaan. Malang: 
UB Press.

Satrianto H, Wicaksono BB, Hernawan E. 2023. 
Influence of product selection and digital 
business on micro and small and medium 
enterprises income during the COVID-19 
Pandemic. Primanomics: Jurnal Ekonomi and 
Bisnis 21(3):1–11. https://doi.org/10.31253/
pe.v20i3.1427

Setyawati A, Rahman I, Rahma A, Maula FI. 2023. 
MSME performance strategy post covid-19 
pandemic through the implementation of 
innovations and strategic decisions: Systematic 
Literature Review (SLR). Brilliant International 
Journal of Management And Tourism 3(2):150–
167. https://doi.org/10.55606/bijmt.v3i2.1486

Sijabat EAS, Hardianawati. 2024. The role of digital 
transformation in moderating the influence of 
green innovation capability on supply chain 
resilience and  competitive advantage. Jurnal 
Manajemen & Agribisnis 21(1): 72-82  http://
dx.doi.org/10.17358/jma.21.1.72

Sudirjo  F.  2023.  The  effects  of  R&D  intensity  and 
product    orientation    on   innovativeness and 
competitive advantage of the woodcraft industry. 
Jurnal Manajemen & Agribisnis 20(2): 202-212. 
https://doi.org/10.17358/jma.20.2.20

Sudjatmoko A, Ichsan M, Astriani M, Mariani, Clairine 
A. 2023. The impact of COVID-19 pandemic 
on the performance of Indonesian msme with 
innovation as mediation. Cogent Business and 
Management 10(1):1–22. https://doi.org/10.108


