Journal of Economics, Finance and Management Studies
ISSN (print): 2644-0490, ISSN (online): 2644-0504

Volume 5 Issue 08 August 2022

Article DOI: 10.47191/jefms/v5-i8-06, Impact Factor: 6.274

Page No. 2145-2152

Effect of E-Commerce and Product Innovation on Marketing EI
Performance of Msmes in Lubuk Pakam City in the Middle of the &M
Covid-19 Pandemic

IEI

Aprilda Yantit, Putri Mauliza?, Irawati M. Jamil®, Nadia Nur Saghira®, Wenny Waafini®
L2345Unjversitas Battuta

ABSTRACT: The purpose of the study is to analyze the role of e-commerce through Interface, Navigation, Content, Reliability,
and Technical indicators in an effort to increase MSME income during the Covid-19 Pandemic in order to improve the welfare
of MSME actors. The analytical method of this research is descriptive quantitative research. This research uses data analysis
with Partial Least Square (PLS) approach. Where PLS is a model of Structural Equation Modeling (SEM) equations based on
variables or components. PLS is an alternative approach that shifts from a covariance-based SEM approach to a variance-based
approach. The population in this study is MSME users of e-commerce. The problem is that more than 53% of MSMEs
experience a decline in asset value. Then, two-thirds of MSMEs experienced a decline in income during the pandemic, while
more than 80% recorded lower profit margins during covid-19, this of course has an impact on the survival of MSME actors
where income has decreased while the needs of family life continue. The results of the E-commerce research have a positive
and significant effect on the marketing performance of MSMEs while Product Innovation does not have a significant effect on
the marketing performance of MSMEs.
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INTRODUCTION

The development of micro, small and medium enterprises (MSMEs) in Indonesia has a major contribution to the country's
economy. When the crisis hit Indonesia in 1997-1998, the MSME sector was proven to remain strong when other large
businesses fell. The advantages of SMEs in surviving the crisis for various reasons.
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Figure 1. Projection of E-Commerce Development During the Covid-19 Pandemic

The emergence of the e-commerce market has created broad market opportunities for retailers and logistics service
providers, can increase purchase and sales satisfaction and can facilitate the ability of logistics service providers to manage
greater (R. A. Bahtiar and J. P. Saragih :2020). Even though the Covid-19 pandemic is hitting, internet access can still be used.
E-commerce actually appeared long before the Covid-19 outbreak and brought major changes to the company's business
patterns and influenced people's transaction patterns. During the world recession of 2008-2009, e-commerce was a relatively
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stable retail company. Online sales have even continued to increase since 2012 until now where the Covid-19 outbreak
occurred, and is expected to continue to strengthen after the pandemic (2.Afsar, A., Nasiri, Z., & Zadeh, M. O : 2013).

The world of e-commerce is wide open for MSME players to increase their sales. MSMEs are indirectly forced to change
the way they transact, which was originally offline, then during this pandemic it turned to online (3.K. L. Kotler, Philip ; Keller:
2016). E-commerce is believed to be able to increase sales of MSME actors. During the COVID-19 pandemic, e-commerce has
great advantages over traditional transactions, offering reduced transaction costs and providing convenience for all
consumers. During the Covid-19 pandemic, e-commerce is able to accelerate business development and accelerate
operational adjustments.

The main key to win the competition is to create innovation. innovation must be created by the company because
innovation is one of the sources of company growth. Product innovation is one of the most reliable factors by a marketer in
marketing a product. Innovation will increase the added value of a product, innovation will create a new product that can
provide better solutions for solving problems faced by consumers (4. G. Kotler, Philip ; Armstrong: 2004). High innovation,
both process innovation and product innovation, will increase the company's ability to create quality products. High product
quality will increase the company's competitive advantage which in turn has an impact on company performance (Irawan:
2020).

The problem is seeing the impact of the declining economy due to this pandemic which has an impact on the income of
MSME actors, besides that there are still many MSME actors who are constrained by the lack of knowledge of e-commerce
and product innovation. Utilization of e-commerce and product innovation is still not optimal. The urgency of this research is
to increase MSME income, e-commerce and product innovation are believed to be able to improve MSME marketing
performance, thus MSME income will increase so that it can restore the community's economy.".

THEORETICAL BASIS
Theory Planned Behavior(TPB)

Starting from the Theory of Reasoned Action (TRA), which was developed, TRA is a derivation of previous research
which started from the theory of attitude which studies attitudes and behavior. TRA explains that behavior (behavior) is
carried out because the individual has the intention or desire to do (behavioral intention) something. So it can be said that TRA
is a determining factor of an individual's intention in doing a thing/activity. The definition of attitude is a person's affection
(feeling) to accept or reject an object or behavior and is measured by a procedure that places the individual on a two-pole
evaluative scale, for example good or bad, agree or reject, and so on (Fishbein, M, & Ajzen: 1975)].

Theory Technology Acceptance Model (TAM)

Technology Acceptance Model(TAM) is a model to provide an explanation of what external factors affect the behavior
of users of an information system from the acceptance of the use of the information system itself. A theory that examines
what external factors motivate a person to accept or adopt an object/behavior (system, certain technology). The TAM model
can produce an explanation of the acceptance of information systems with certain forms that can affect the response to
whether or not an information system is accepted by its users (users) (Setyorini : 2019).

Marketing Performance

Marketing performance can simply be defined as the efficiency or effectiveness of an action taken. Efficiency also refers
to the amount of resources used in producing outputs or results, while effectiveness refers to the extent to which the output
of an action can meet company expectations or specifications. MSME performance is a form of assessment measure of
something produced by MSMEs in a period of time with a predetermined standard assessment. The assessment consists of
how well the processes and activities carried out by MSMEs are fundamental in increasing profitability (Susanti : 2018).
Marketing performance is a measure used to measure the success of the company in achieving the goals that have been set
where a company is said to have experienced success in the fields if the existing practices match all the needs of the
constituency (Juniardi dan I. G. So : 2018). Company performance can be measured through 3 things, namely efficiency,
coordination and trade (market position and sales) where these three things are expected to be obtained from the adoption of
new information technology by a company (Dehkordi : 2012).

E-Commerce
Electronic Commerce (E-commerce) is a new concept that can be described as the process of buying and selling goods
or services on the World Wide Web Internet or the process of buying and selling or exchanging products, services and
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information through information networks including the internet. E-commerce adoption is one of the important factors to
support business success. Business success is a process of increasing the quantity of the company's dimensions. Some
indicators of business success include increasing capital, increasing the number of production, increasing the number of
customers, expanding business, expanding marketing areas, improving physical facilities, and increasing business income
(Daniel, E. C. and S. E. Kalu : 2017).

Product Innovation

Product innovation is one type of innovation, in addition to process innovation, organizational innovation and business
innovation. Product innovation is defined as a new product (goods or service) introduced to the market to meet market needs
(EI-Gohary : 2010). There are 3 characteristics of product innovation, namely product excellence, product cost and product
credibility. Product innovation is innovation that is used in the entire operation of the company where a new product is
created and marketed, including innovation in all functional processes / uses (Takhim, Muhammda dan Meftahudin : 2018).
Innovation is one of the determining aspects of the company's performance, in an increasingly competitive environment. The
innovation ability of a company will ensure the company's competitive ability to see innovation as a new idea that can create
added value for the company. Innovation is the process of turning creative ideas into useful products or work methods.
Innovation is the ability to see things in new and sometimes out of the ordinary ways.

Conceptual Framework
The conceptual framework can be formulated as follows in accordance with the above description:
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Figure 2. Conceptual Framework
HYPOTHESIS
The hypotheses used in this study are:
H1 : E-CommerceSignificant influence on the marketing performance of MSMEs in Lubuk Pakam City in the midst of the
Covid-19 Pandemic.
H2 :Product Innovation Has a Significant Influence on MSME Marketing Performance in Lubuk Pakam City Amid the

Covid-19 Pandemic.

RESEARCH METHODS
Research Site

This research was conducted on MSMEs in Lubuk Pakam City. The research is planned from January 2022 to December
2022.
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Population, sample and data determination techniques

The population in this study were 98 SMEs in Lubuk Pakam City based on data obtained from the Cooperatives and
UMKM Service in Lubuk Pakam City. The sample in this study uses a saturated sample where the population will be used as the
research sample.

Research Design
The data collection technique in this study was using a questionnaire. According to Sugiyono (2019), a questionnaire is a
data collection technique that is carried out by giving a set of questions or written statements to respondents to answer.

Data Collection Technique

The type of data used in this study is quantitative data. According to Sugiyono (2016), quantitative methods can be
interpreted as research methods based on the philosophy of positivism, used to examine certain populations or samples,
data collection using research instruments, data analysis is quantitative/statistical, with the aim of testing hypotheses that
have been established. Set.
Data Analysis Technology

The data collection method used a questionnaire with a modified Likert scale consisting of 4 answer options, namely
point 4 Strongly Agree (SS), point 3 Agree (S), point 2 Disagree (TS), and point 1 Strongly Disagree (STS). . The data analysis
technique used in this study is multiple linear regression analysis, with the following stages:
a. convergent validity

Rule of thumbwhich is usually used to assess convergent validity, namely the loading factor value must be more than
0.7 for confirmatory research and the loading factor value between 0.6-0.7 for exploratory research is still acceptable and
the average variance extracted (AVE) value must be greater than 0.5. However, for research in the early stages of
developing a measurement scale, a loading factor value of 0.5-0.6 is still considered sufficient.

b. discriminant validity.

Discriminant validity relates to the principle that different constructs should not correlate with height. The way to test

discriminant validity with a reflection indicator is to look at the cross loading value for each variable that must be > 0.70.
c. average variance extracted(AVE)

This measurement can be used to measure the reliability of the component score of latent variables and the results
are more conservative than composite reliability. It is recommended that the AVE value must be greater than 0.50 which
means that 50% or more of the variance of the indicator can be explained.

d. Composite Reliability and Cronbanch Alpha.

Rule of thumbwhich is usually used to assess construct reliability, namely the value of composite reliability must be

greater than 0.7 for confirmatory research and a value of 0.6-0.7 is still acceptable for exporatory research.
e. Coefficient of Determination/RSquare value.

Changes in the value of R-Square can be used to explain the effect of certain exogenous latent variables on
endogenous latent variables whether they have a substantive effect. R-Square values of 0.75, 0.50 and 0.25 can be
concluded that the model is strong, moderate and weak.

f. Hypothesis test.

Whether or not a proposed hypothesis is accepted, it is necessary to test the hypothesis using the Bootstrapping
function on SmartPLS 3.0. The hypothesis is accepted when the significance level is less than 0.05 or the t-value exceeds
the critical value. The value of t statistics for the 5% significance level is 1.96.

Y=a + b1X1 + b2X2+e

Information :

Y = MSME Marketing Performance
a = Constant

X1 = E-Commerce

X2 = Product Innovation

b1, = Coefficient

e = Error.

JEFMS, Volume 5 Issue 08 August 2022 www.ijefm.co.in Page 2148



Effect of E-Commerce and Product Innovation on Marketing Performance of Msmes in Lubuk Pakam City in the
Middle of the Covid-19 Pandemic

RESEARCH RESULTS AND DISCUSSION
Investment Decisions

Convergent validity test is done by looking at the value of the loading factor on each construct. A loading factor value
above 0.7 is stated as an ideal or valid measure as an indicator in measuring the construct, values from 0.5 to 0.6 are still
acceptable, while values below 0.5 must be excluded from the model.
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Figure 2. PLS Algorithm . Calculation Output Display

From the output of the analysis, the measurement model (outermodel) can be evaluated, namely by testing
convergent validity, discriminant validity and reliability.All indicators are stated to represent E-Commerce Variables (X1),
Product Innovation (X2) and MSME Marketing Performance (Y), the conclusion that all indicators have met the criteria for the
validity of the indicators for each construct.

Table 1. Constryct Reability and Validity

Variable Composite Reliability
E-Commerce 0.923
Product Innovation 0.938
MSME Marketing Performance 0.920

Table 1 shows that the category is quite good, each construct has met the outer model reliability assessment criteria
with a composite reliability value > 0.7.

Hypothesis test results
The results of the SmartPLS algorithm in assessing the Path Coefficient are directly given in Table 2.
Table 2. Path Coefficient

Original Sample Mean Standard T Statistics P Values
Sample (0O) (M) Deviation (|O/STDEV|)
(STDEV)
E-Commrce-> MSME
) 0.651 0.636 0.145 4,508 0.000
Marketing Performance
Product Innovation -> MSME
0.186 0.202 0.151 1.234 0.218

Marketing Performance
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The following is a discussion of each hypothesis test based on the test results which are summarized in Table 2:

1. The Effect of E-commerce on MSME Marketing Performance
Based on Table 2 explains that the effect of E-commerce on MSME Marketing Performance (p = 0.000 <0.05) then HO is
rejected, meaning that there is a positive and significant influence between E-commerce on MSME Marketing Performance
at a significant level of 5%.

2. The Effect of Product Innovation on MSME Marketing Performance
Based on Table 2 explains that the effect of Product Innovation on MSME Marketing Performance (p = 0.179 > 0.05) then
HO is accepted, meaning that there is no significant effect between Product Innovation on MSME Marketing Performance
at a significant level of 5%.

DISCUSSION
The Effect of E-commerce on MSME Marketing Performance

The test results in this study indicate that the use of e-commerce has a positive and significant effect on the
performance of MSMEs. The positive effect can be seen in Table 2. The results of the study conclude that the hypothesis
which reads "The Effect of E-Commerce on the marketing performance of MSMEs in Lubuk Pakam City amid the Covid-19
Pandemic" is accepted. Based on the results of descriptive analysis, it can be seen that most respondents agree that the use
of e-commerce is one of the factors that affect the performance of MSMEs.

Analyzed from general marketing activity indicators, which consist of the first, second and third statement items, in
general, respondents' perceptions are at a high level because they dominantly answer agree on each statement item. So it is
known that the use of e-commerce plays a good role in improving the performance of MSMEs. From the general marketing
activity indicators, it can be seenin the midst of the Covid-19 Pandemicthat e-commerce helps business actors to market
their products widely, either using websites or market places, such as Shopee, Tokopedia, Bukalapak, etc. In addition, the use
of e-commerce also facilitates communication between sellers and consumers. Especially after the emergence of online
applications like Gojek and online payments with Gopay, activities from marketing, payments, shipping, to inputting sales
data have become easier.

This is supported by the explanation of one respondent, who uses e-commerce in the marketing process. Respondents
are home sewing business owners who sell robes, khimar, to daily clothes. At the beginning of starting their business,
respondents did not use e-commerce and only did modest marketing and waited for buyers to come to the store. However,
since the yearThe results of this study are in line with research conducted by Takhim and Meftahuddin (2018).

The Effect of Product Innovation on MSME Marketing Performance

Based on the results of the calculation of the hypothesis test, the significance value of the product innovation variable is
greater than the predetermined significance level of 0.05. So it can be concluded that there is no significant and positive
influence between product innovation variables and MSME marketing performance, so the hypothesis in this study is
rejected.

Market globalization presents a challenge for every company to be able to innovate continuously in order to offer
unique and superior products and services. The introduction of new products plays an important role in increasing company
profitability, while product innovation is a process that plays a role as a strategy in reducing costs to achieve satisfactory
performance (Tjiptono, 2008: 458).

Innovation in an organization is said to be successful if it can produce superior performance, resulting from a
commitment to total customer satisfaction that can be caused by continuous innovation. The desire to create superior value
for consumers to create a sustainable competitive advantage will encourage companies to build innovations that affect their
performance. This is in line with research conducted by H.Awali (2020), where the results of his research explain that product
innovation has no effect on marketing performance.

Due to the Covid-19 Pandemic, market conditions continue to change so that it has an impact on marketing dynamics
where consumer tastes continue to change, thus requiring business people to continue to innovate on their products in order
to be able to maintain the viability of the company. Product innovation continues to be carried out by MSMEs because they
realize it is a basic need that is able to create advantages for their products in competition. MSME actors in Makassar City are
aware of the importance of innovation for their products, this is evidenced by the many new products offered by MSME
actors to consumers ranging from snacks to heavy meals. Innovation is very important not only for business growth.
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CONCLUSION

Based on the analysis and discussion of the Influence of E-Commerce and Product Innovation on the Marketing Performance of

MSMEs in Lubuk Pakam City Amid the Covid-19 Pandemic, several conclusions and suggestions can be drawn as follows:

1. E-Commerce Has a Positive and Significant Effect on the Marketing Performance of MSMEs in Lubuk Pakam City Amid the
Covid-19 Pandemic

2. Product Innovation Has No Significant Effect on MSME Marketing Performance in Lubuk Pakam City Amid the Covid-19
Pandemic.

SUGGESTION

Based on the conclusions above, there are several suggestions that can be put forward by researchers for MSMEs and also for

further researchers. These suggestions include:

1. The use of e-commerce affects the performance of SMEsM. SMEs are expected to implement e-commerce in their buying
and selling transactions, both in terms of marketing and product delivery. Because it can increase customer satisfaction and
encourage the performance of SMEs.Looking for other variables besides product innovation.

2. Using other data collection techniques besides questionnaires, which can provide data with a better level of accuracy, and
if the results obtained are not significant, then the researcher needs to re-interview with several previously randomly
selected respondents.
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