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Abstract

The growth of micro and small businesses in Kendari City cannot be separated from the role of business actors
who take advantage of the current development of internet technology. The Southeast Sulawesi MSME Forum
conducted an initial survey in 2020 covering 45 MSEs, consisting of 42 micro businesses and 3 small businesses
and showed that the number of respondents who use the internet to promote and sell their products such as facebook,
instagram, whatsapp and youtube websites reached 72%. and 28% of them have not used the internet media.

MSMEs can take advantage of digital marketing, but empirically there are still many who have not made
maximum use of it due to limited knowledge of the media used. The level of utilization of digital marketing is
quite high but sales turnover made through online media is 16 MSEs only able to sell their products below 10% of
turnover, 20 MSEs with turnover below 50% and the remaining 9 MSEs with a turnover of 50% and above.
Therefore, it is very important to examine the role of digital marketing in improving the performance of micro and
small businesses.

The purpose of this research is to improve the performance of micro and small businesses. The stages of the
research method are (a) Develop instruments as well as test validity and reliability, (b) The data that has been
obtained are then tabulated according to the observed variables. Furthermore, it is described, (¢) conducting
analysis and discussion related to the role of digital marketing in improving the performance of micro and small
businesses. (d) examine the appropriate model for improving the performance of micro and small enterprises. (e)
Draw conclusions and provide recommendations on improving the performance of micro and small enterprises
through the resulting model.

The output target is a Sinta accredited national journal. 5. The proposed level of Technology Readiness (TKT)
is 2, namely Digital marketing, has been identified, theoretical/empirical studies) allow digital marketing
technology to be applied; The theoretical and empirical designs have been identified; The basic elements of the
digital marketing technology that will be developed are known; The characterization of the digital marketing
technology components that will be used has been mastered and understood; The performance of each of the
constituent elements of the technology to be developed has been predicted; Preliminary analysis shows that the
main digital marketing functions needed are working well; Models and simulations to test the correctness of the
basic principles of digital marketing technology have been created; Analytical research to test the correctness of
the basic principles of digital marketing technology has been carried out; The components of digital marketing
technology that will be developed separately can work well; The equipment used has been tested for validity and
reliability and the stages of using digital marketing are known.

The results of the study found that improving the performance of micro and small businesses can be done by
implementing digital marketing, namely implementing an increase in business perspective, increasing distribution,
increasing goods and services using customer feedback, awareness of business image, building interaction with
customers and increasing the number of consumers. To make the application of digital marketing effective, Micro
and Small Business actors need to increase their knowledge of digital marketing, increase the level of internet use
and use various types of social media.
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1. PRELIMINARY

Internet marketing is intended to achieve marketing objectives through the application of digital technology (Dave
Chaffey (2006). Consumption over the last 10 years of digital media proves the internet to be important for all
categories. Therefore, the internet as a communication medium has expanded the scope of marketing
communications. richness of marketing communications by combining text, video, and audio content into
compelling messages. Thus, the web is arguably richer as a medium than some traditional media (Laudon and
Traver, 2013).Furthermore, the Internet has succeeded in expanding the intensity of market information by
providing marketers and customers with real-time information as they transact in the marketplace.

Consumers are much more available to receive marketing messages because of the always-on environment
created by mobile devices which results in a tremendous increase in marketing opportunities for companies
(Laudon and Traver 201). The digital era is unavoidable. Marketing expert Yuswohadi revealed that if you want
to survive, SMEs must be able to maximize the benefits of digital marketing (Maulana, 2018). Digital marketing
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is more prospective because it allows potential customers to obtain all kinds of information about products and
transact via the internet (Dedi Purwana, 2017)

Based on data reported by We are Social, that as of 2020, there are 175.4 million internet users in Indonesia.
This means that 64% of the Indonesian population has had access to the world. Percentage of internet users based
on the device used, namely mobile phones (96%), smartphones (94%), non-smartphone mobile phones (21%),
laptops or desktop computers (66%), tables (23%), game consoles (16% ), to virtual reality devices (5.1%). This
implies that the potential for online shopping has been sufficiently developed in Indonesia which must be balanced
with digital marketing by business actors.

Data from We are Social shows that the most widely used social media platforms in Indonesia as of January
2020 are Youtube (88%), Whatsapp (83%) and Facebook (81%). The next position is occupied by Instagram (80%),
line (58%), Twitter (52%). The rest are placed sequentially by FB, messenger, Line, Linkedin, BBM, Pinterest,
and Wechat. (https://websindo.com/indonesia-digital-2019-media-social). According to Hiebing and Scott (2003)
with the pattern of using the internet as a target, entrepreneurs need to identify the online activities of the target
market.

The growth of micro and small businesses in Kendari City cannot be separated from the role of business
actors who take advantage of the current development of internet technology. The Kendari City SME Forum
conducted an initial survey in 2020 covering 45 SMEs, consisting of 42 micro businesses and 3 small businesses
and showed that the number of respondents who use the internet to promote and sell their products such as facebook,
instagram, whatsappp website and youtube reached 72% and 28% of them have not used the internet media.

Ramadhani and Yaenal (2013) in their research that SMEs can take advantage of digital marketing, but
empirically there are still many who have not made maximum use of it due to limited knowledge of the media
used. The level of utilization of digital marketing is quite high but the sales turnover made through online media
is 16 SMEs only able to sell their products below 10% of turnover, 20 MSEs have a turnover below 50% and the
rest are 9 SMEs with a turnover of 50% and above. Therefore, it is very important. to examine the role of digital
marketing in improving the performance of micro and small businesses.

2. LITERATURE REVIEW

Lorraine Wahu Kithinji (2014), found that the use of internet marketing has a positive impact on business
performance. Mohd Irwan (2014) lack of understanding of technology will have a negative impact on small
businesses. Icha (2016) effective social media marketing is even new to the marketing world and more effective
when compared to traditional forms of marketing. Rini Setiowati (2015), found that a valuable insight that can
educate SME managers about the potential benefits they will get is internet adoption. Ridwan (2019) found that
Digital Marketing was able to create increased marketing in SMEs.

Jenyo Gabriel and Soyoye Kolapo (2015) found that today's businesses are spending more and taking part in
online marketing than ever before. Mayank Kumar (2018) found that digital channels influence customer opinions
because of the ease of communication between customers. Arifuddin (2019) found Digital Marketing to have a
positive and significant influence on Purchase Decisions. Ugonna (2017) found that appropriate marketing
communication channels have a significant influence on the regularity of visits. Furthermore, Tiffany (2018) finds
that digital channels in the near future influence customer buying opinions. Then Samsona's (2014) research found
that online digital media has a positive influence on potential customers' purchasing decisions

Khan and Siddiqui in their journal quoted from Purwana (2017), digital marketing comes from the internet.
According to Ridwan Sanjaya and Josua Tarigan (2009), digital marketing is a marketing activity including
branding that uses various web-based media such as blogs, websites, e-mail, Adwords, or social networks. Dave
Chaffey (2015), digital marketing or digital marketing has almost the same meaning as electronic marketing, both
of which describe the management and implementation of marketing using electronic media.

The use of the internet by SMEs facilitates instant exchange of information, stimulates efficiency and helps
solve problems (Carniels, 2014). The use of social media is considered to have a positive impact on a business, in
particular it can reduce large marketing costs and improve good relationships with customers (Mokhtar 2016). The
use of digital marketing gives hope for SMEs to develop into centers of economic power (Purwana, 2017).

The six main channels of digital media channels according to Chaffey and Smith (2015) are: a.) Search Engine
Marketing (SEM), b.) Online PR, c.) Online partnerships, d.) Interactive advertising. e.) Opt-in email marketing.
f.) Social media marketing. Stelzner quoted from Purwana (2017), social media has the potential to help SMEs in
marketing their products. Stockdale, Ahmed, and Scheepers succeeded in identifying the business value of using
social media for SMEs, as quoted by Purwana (2017), namely as follows: a) The creation of sustainable marketing
channels; b) Increase in short-term revenue and long-term sales; ¢) Reducing advertising costs by up to 70%; c)
Reduction in overall marketing costs; d) Creation of competitive advantage; ¢) Ease of promotion across social
media platforms; f) Increasing the popularity of brands and products; g) Introduction of the company to the public.

Setiowati (2015) the application of ICT by SMEs in Indonesia is still very slow. According to research by
Demishkevich (2015), it is important to know the level of adoption of internet marketing among small businesses.
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The most common barriers are lack of knowledge about the benefits of Computer Information Technology,
concerns about security and privacy, lack of skilled workers, cultural barriers, and lack of financial resources
(Khatibi, 2003).

Saptadi (2014) stated, in order to improve the competitiveness of SMEs, the Indonesian government facilitates
e-business training for SMEs. Pawar (2014) explains that current customers tend to use social media more, the use
of websites is now a place to provide information about products to potential buyers. Kaplan and Haenlein (2010)
social media is a group of internet-based applications and is built on the ideological and technological framework
of the Web 2.0 platform. Ad users can create their own content that is interesting and seen by many people.

Slyvia (2013) describes five main characteristics in social media: a) Participation, Openness c.) Conversation.
d) Community, social media offers a mechanism for individuals or organizations to form communities that share
common interests. ¢) Connectedness. Zarella (2005) says the role of social media in marketing includes: a) Social
media can provide identity about the products offered. b.) Serving as marketing research in an effort to find
information about consumer needs. c¢) Social media can be used as a communication link between marketers and
consumers, d) Social media brings companies closer to consumers. ¢) Social media is intended to build the quality
of interaction (customer engagement).

According to Chaffey (2015), there are 6 (six) categories of social media: a) Social networking. b) Social
knowledge. c) Social sharing d) Social news. e) Social streaming. f) Company user-generated content and
community. Muttaqin (2011) Facebook Marketing is conducting marketing activities using all the facilities
provided by Facebook with the aim of increasing sales and establishing closer communication with customers.

Nisrina (2015), Instagram is an application that is used to share photos and videos. According to Atmoko
(2012), as an application that is in demand by many users, Instagram is a social media that has lots of opportunities
for business for its users, which can be used as a marketing communication medium. According to Atmoko (2012)
indicators of a social media are: a) Hashtags. b) Location (Geotag). ¢) Follow. d) Share. e) Likes. Love symbol, f)
Comment or comments. g) Mentions.

Law No. 20 of 2008 article 1 concerning Micro, Small and Medium Enterprises, explains:

1) Micro Enterprises are productive businesses owned by individuals and/or individual business entities that meet
the criteria for Micro Enterprises as regulated in this law.

2) Small Business is a productive economic business that stands alone, which is carried out by individuals or
business entities that are not subsidiaries or not branches of companies that are owned, controlled, or become
part either directly or indirectly of Medium Enterprises or Large Businesses that meet Small Business criteria
as referred to in this law.

Micro Business Criteria as follows:

a. Have a net worth of at most Rp. 50,000,000.00 (fifty million rupiah) excluding land and buildings for business
premises; or

b. Have annual sales of a maximum of Rp. 300,000,000.00 (three hundred million rupiah)Small Business Criteria
as follows:

a. Have a net worth of more than Rp 50,000,000 (fifty million rupiah) up to a maximum of Rp 500,000,000 (five
hundred million rupiah) excluding land and building for business; or

b. Have annual sales of more than Rp. 300,000,000.00 (three hundred million rupiah) up to a maximum of Rp.
2,500,000,000.00 (two billion five hundred million rupiah)

Annual sales results are net sales results (net) originating from the sale of business goods and services in one
year (Rahmana, 2018)

3. METHODE

This research was carried out in the Kendari City area, Southeast Sulawesi Province with the object of SME
performance in this case being a business that grows naturally, then the local Cooperatives and UMKM Service
set it as the object of guidance and facilitation in accessing capital to bank financial institutions, including
conducting business management coaching. The population of this research is MSMEs in Kendari City, especially
in the fashion, handicraft, and culinary industries. Sampling in this study was done by purposive sampling
technique as many as 114 samples who have used digital marketing. Data collection techniques using a
questionnaire, dept interview and document study. The data analysis technique used was descriptive statistical
analysis and Partial Least Square analysis through the help of SPSS and Smart PLS software.

4. RESULT

a. Profile of Small and Medium Enterprises in Kendari City

The profile of Micro and Small Business actors in this study includes individual characteristics and business
characteristics. The characteristics of Micro and Small Business actors in this study are the individual
characteristics of each respondent observed in terms of age, gender, education level and family dependents. Based
on the results of the research, the characteristics of Micro and Small Business actors are shown in the following
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Table 1. Respondents of Small and Micro Business Actors Based on Individual Characteristics
Number of Respondents Percentage
Age (Years) (Person) (%)
1. 27 s/d 30 8 7,02
2. 31 s/d 34 12 10,53
3. 35 s/d 38 21 18,42
4. 39 s/d 42 39 34,21
5. 43 s/d 46 16 14,04
6. 47 s/d 50 7 6,14
7. 51 s/d 54 6 5,26
8. 55 s/d 58 5 4,39
Gender
1. Man 51 44,67
2. Woman 63 55,33
Tingkat Pendidikan
1. | Elementary School 8 7,33
2. | Junior High School 10 8,67
3. Senior High School 73 64,00
4. | DIPLOMA 7 6,00
5. Bachelor /S1 15 13,33
6. Post graduate/S2 1 0,67
Family Members (person)
1. 1 s/d 2 33 29,33
2. 3sd 4 70 61,33
3. 5s/d 6 11 9,34
Amount 114 100,00

Source: Primary data, Year 2021

Table 1 shows that in terms of age, 39 respondents or 34.21 percent were between 39 to 42 years old.
Respondents aged 35 to 38 years were 21 respondents or 10.53 percent. While those aged 55 to 58 years, there
were 5 respondents or 4.39 percent. Based on the description of the age data, it can be seen that most of the
respondents (95.61 percent) are productive because the provisions of the productive age in Indonesia are 19-54
years. The productive age of the respondents is expected to provide an objective perception regarding statements
regarding: knowledge of Micro and Small Business actors, level of internet use, types of internet media, digital
marketing, and performance of Micro and Small Businesses.

Based on gender, as many as 83 respondents or 55.33 percent were women. Meanwhile, for men, there were
51 respondents or around 44.67 percent. The description of the gender data indicates that the perpetrators of Micro
and Small Enterprises in the research location are generally women. This is because most Micro and Small
Enterprises are related to the production and marketing of food and beverage (culinary) ingredients.

Based on the level of formal education, as many as 73 respondents or 64.00 percent have a high school
education. Respondents with undergraduate education were 15 respondents or 13.33 percent. Meanwhile, there is
1 respondent with a Masters degree or 0.67 percent. The description of respondents' education level data indicates
that the education of Micro Small Business actors is classified as secondary education so that it is expected to
provide objective information regarding statements regarding: knowledge of Micro and Small Business actors,
level of internet use, types of internet media, digital marketing, and performance of micro and small businesses.

Based on the family members, there are 70 respondents or 61.33 percent who have family members between
3 to 4 people. Respondents who have family members between 1 to 2 people are 33 respondents or 29.33 percent.
Description of the respondent's family member data, gives an indication that Micro and Small Business actors
carry out government programs, namely family planning so that the burden of dependents is small and it is hoped
that their welfare will improve and are expected to improve their business performance..

b. Business Characteristics

The characteristics of Micro and Small Enterprises in this study are the length of starting the business, the number
of workers, the source of labor, the origin of the business, the source of capital and the type of business or product
produced. Based on the results of the study, the characteristics of Micro and Small Business actors are shown in
the following table:
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Table 2. Respondents of Micro and Small Business Actors Based on Business Characteristics

Time to Start a Business (Years) ALLNIERE LG MO Persentase (%)
(Persons)

1 3s/d5S 58 50,88
2 6 sd 8 30 26,32
3 9 s/d 11 16 14,04
4 12 s/d 14 4 3,51
5 15 s/d 17 3 2,63
6 18 s/d 20 2 1,75
7 21 s/d 24 1 0,88
Labor (Person)

1 |1s/d 4 84 73,33
2 | 5s/d 19 30 26,67
Source of Labor

1 | Family (husband/wife/children) 18 16,00

Relatives 27 24,00

3 | Not Family / Relatives 69 60,00
Business Origin

1 | Self-built 109 95,61
2 | Parent's inheritance 3 2,63
3 | Others (cooperation) 2 1,76
Capital Source

1 | Personal Savings 87 76,32
2 | Savings + Islamic Bank 9 7,89
3 | Savings + Conventional Bank 14 12,28
4 | Savings + Non-bank debt 4 3,51
Amount 114 100,00

Sumber : Data primer, Tahun 2021.

Table 2 shows that as many as 58 respondents or 50.88 percent have started a business for 3 to 5 years.
Respondents who have started a business for 6 to 8 years are 30 respondents or 26.32 percent. Meanwhile, those
who have started a business for 21 to 24 years have 1 respondent or 0.88 percent. The description of the old data
on starting a business indicates that the Micro Small Business actors studied in general have had sufficient business
experience so that it is expected to improve their business performance from both financial and non-financial
aspects to ensure business continuity.

Based on the number of workers, as many as 84 respondents employed a workforce of 1 to 4 people or 73.33
percent (micro-enterprise scale). The remaining 30 respondents or 26.67 percent employ a workforce of 5 to 19
people or 26.67 percent (small business scale). Based on the source of labor, the results showed that 69 respondents
or 60.00 percent used non-family/relative workers. Respondents who employ workers come from relatives as many
as 27 respondents or 24.00 percent. While the respondents who employ workers come from family members as
many as 18 respondents or 16.00 percent. This means that most Micro and Small Business actors prefer to employ
workers who are not family/relatives because they are relatively easier to manage and expand family relationships.

Based on the origin of the business, the results of the study show that 109 respondents or 95.61 percent of the
origin of the business were built by themselves. Meanwhile, the source of their business is from the inheritance of
their parents, there are 3 respondents or 2.63 percent and it is a collaboration, there are 2 respondents or 1.76
percent. Respondents who use personal savings as many as 87 respondents or 76.32% and conventional banks and
Islamic banks respectively as many as 14 respondents (12.28 percent) and 9 respondents (7.89 percent). While the
respondents who use personal savings and non-bank debt are 4 respondents or 3.51 percent. This non-bank source
was obtained from a business partner, PT. Pos Indonesia Kendari and share with the family.

c. Descriptive Research Variables

The variables in this study include: knowledge of Micro and Small Business actors, level of internet use, types of
internet media, digital marketing, performance of Micro and Small Enterprises. The description of each variable
is as follows:
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Table 3. Descriptive Recapitulation of Research Variables

No . Average Perception of Micro .
Research Variable and ngall BuIs)iness Actors Perception Category
1 Knowledge of Micro Small Business Actors 4,02 Well
2 Internet Usage Rate 4,04 Well
3 Internet Media Type 4,04 Well
4 Digital Marketing 4,07 Well
5 Micro Small Business Performance 4,10 Well

Source: Primary Data, 2021

Table 3 shows that the knowledge of the respondents of Micro and Small Enterprises about digital marketing
is relatively good when observed from the indicators of knowledge about the function of the internet, internet use
and knowledge of the benefits of the internet, marked by the average perception of knowledge, which is 4.02.

Empirical facts prove that the indicator of knowledge about the function of the internet is good in its
implementation which is marked by an average perception score of 4.06 which is reflected in Micro and Small
Business actors, namely knowing well about the function of the internet as digital marketing, being selective in
using the internet and achieving good sales. planned by utilizing digital marketing. The indicator of knowledge
about internet use is good in its implementation which is marked by an average perception of 4.01 which is
reflected in Micro and Small Business actors, namely knowing how to use the internet well, being selective in
using the internet and using the internet specifically to support marketing activities so as to improve business
performance.

The indicator of knowledge about the benefits of the internet is not yet fully optimal in its implementation
which is marked by the lowest average perception of 3.99 which is reflected in Micro and Small Business actors
who do not fully know the benefits of the internet, are less responsible for using the internet and have not fully
enjoyed the results of using digital marketing.

The type of internet media used by respondents of Micro Small Business actors varies, namely social media
(Facebook, Whatsapp, Instragram, Twitter, Line, Youtube). Also use the website and email. Its use varies
depending on the tastes of Micro and Small Business actors and is already good in its use which is indicated by
the average perception of the type of internet media, which is 4.04. Empirical facts prove that social media
indicators (Facebook, Whatsapp, Instragram, Twitter, Line, Youtube) are good in their use, which is indicated by
the average perception score of 4.05. This means that Micro and Small Business actors have taken advantage of
various existing social media to sell their products. The indicators for the use of websites and emails are also good,
which is indicated by the average perception of 4.03 which is reflected in MSME actors who have used existing
websites and emails to sell their products.

The use of digital marketing by Micro and Small Business actors is relatively good when viewed from the
point of view of increasing the business point of view, increasing distribution, increasing the number of
goods/services using consumer feedback, awareness of business image, building interaction with consumers and
increasing the number of consumers, marked by the average perception about digital marketing which is 4.07.
Empirical facts, proving that the purpose of digital marketing is to increase the business point of view and increase
distribution, each of which is good in its implementation, which is marked by an average perception score of 4.06
which is reflected in knowing sales developments, evaluating sales results and taking actions to make
improvements. in the deviation of sales results.

The indicator of increasing the number of goods and services using customer responses has been good in its
implementation which is marked by the average perception of 4.04. That is, with the use of digital marketing, the
sale of goods from Micro and Small Business actors has increased. Furthermore, the indicator of increasing
awareness of business image is good in its implementation which is marked by an average perception score of 4.11
which is reflected in Micro Small Business actors knowing well about awareness of business image, being selective
in using the internet and achieving planned sales. The indicator of building interaction with customers has been
good in its implementation which is marked by an average perception score of 4.10 which is reflected in Micro
Small Business actors interacting and collaborating with customers. Then the indicator of increasing the number
of consumers has also been good in its implementation which is marked by an average perception score of 4.05.
That is, with digital marketing, sales results will increase.

The performance of Micro and Small Enterprises from business actors is relatively good when viewed from
the indicators of efficiency in selling costs, market opportunities, competitive advantages, profits, market growth
which is marked by a perception average of 4.10. Empirical facts prove that the efficiency indicator of selling costs
is perceived as good in its implementation, which is indicated by the perception average score of 4.10 which is
reflected in the decreasing costs incurred in selling activities. Furthermore, the market opportunity indicator was
perceived well by respondents with an average score of 4.08 which was reflected in the increasing share of the
market controlled by Micro and Small Business actors.

The indicator of competitive advantage is perceived well by the respondents with an average score of 4.14.
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This means that Micro and Small Business actors increasingly have a competitive advantage in sales activities.
The increase in profit indicator is well perceived by the respondents with an average score of 4.09. This means
that the profits obtained from the business of selling products are increasing from time to time. Then, the market
growth indicator has been good in its implementation which is marked by a perception average score of 4.07. That
is, the increase in market area is getting bigger so that sales turnover and the number of consumers/customers are
increasing.

d. Data Analysis Results

Based on research data on the knowledge of micro and small business actors, the level of internet use, internet
media types, digital marketing, performance of micro and small businesses, an analysis was carried out using the
SmartPLS Version 3.3.3 program to obtain the outer loading values, path coefficients and R-square as following:

Outer Loadings
| Mean, STDEV, T-Values, P-Values | || Cenfidence Intervals | || Confidence Intervals Bias Corrected | || Samples Copy to Clipboard:

QOriginal Sample (@) Sample Mean (... Standard Deviatio., T Statistics (|Q/STDE.. P Values

K11 <- PENGETAHUAN 0.895 0.889 0.035 25771 0.000
K12 <- PENGETAHUAN 0.950 0.948 0.015 64.579 0.000
X13 «- PENGETAHUAN 0.912 0.910 0.024 38.431 0.000
K21 «- TINGKAT PENGGUMNAAN_INTERMET 0.910 0.906 0.023 39.041 0.000
¥15 <- DIGITAL_MARKETING 0.959 0.956 0.015 62.555 0.000
Y16 <- DIGITAL_MARKETING 0.979 0.973 0.003 116,489 0.000
Y21 <- KINERJA _UMKM 0.971 0.970 0.009 106.928 0.000
Y22 <- KINERJA _UMEM 0.969 0.966 0.011 87.232 0.000
¥23 <- KINERJA _UMKM 0.969 0.967 0.010 93.933 0.000
Y24 <- KINERJA _UMKM 0.967 0.965 0.013 75.906 0.000
¥25 <- KINERJA _UMKM 0.972 0.970 0.010 99.167 0.000

Based on the output of outerloading, it is revealed that the knowledge variable of Micro and Small Business
actors is significantly shaped by knowledge of the function of the internet as a product communication tool,
knowledge of using the internet for new market expansion and knowledge of the benefits of the internet to target
consumers. Of the 3 indicators, the most dominant is knowledge about the use of the internet for new market
expansion, which is marked by the highest outerloading value, which is 0.950 and the lowest is knowledge about
the function of the internet as a product communication tool, which is 0.895.

The variable level of internet use by Micro and Small Business actors is significantly shaped by the frequency
of being online on the internet and monitoring sales, marketing, and others through the internet. Of the 2 indicators,
the most dominant is monitoring sales, marketing, and others, which are marked by the highest outerloading value,
which is 0.915 and the lowest is the online frequency on the internet, which is 0.910..

The variable type of internet media by Micro and Small Business actors is significantly shaped by social
media (Facebook, Whatsapp, Instragram, Twitter, Line, Youtube) and Website, Email. Of the 2 indicators, the
most dominant is social media which is marked by the highest outerloading value of 0.989 and the lowest is
Website, Email which is 0.988.

Digital marketing variables are significantly shaped by increasing business perspective, increasing
distribution, increasing goods and services using customer feedback, awareness of business image, building
interaction with customers, increasing number of consumers. Of the 6 indicators, the most dominant is an increase
in the business point of view, which is marked by the highest outerloading value, which is 0.991 and the lowest is
awareness of business image, which is 0.966.

Micro and small business performance variables are significantly shaped by cost efficiency of sales, new
market opportunities, increased competitive advantage, increased profits and increased market growth. Of the 5
indicators, the most dominant is the increase in market growth which is indicated by the highest outerloading value
0f 0.972 and the lowest is an increase in market growth of 0.967..
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Path Coefficients
| Mean, STDEV, T-Values, P-Values ||| ConfidenceIntervals | -] Confidence Intervals Bias Corrected | -] Samples Copy to Clipboard: | el Format R Format

Original Sample (O)  Sample Mean (M) Standard Deviation (STDEV) TStatistics‘(|0_e'STDE‘u‘|) P Values

DIGITAL_MARKETING -=» KINERJA _UMEKM 0.980 0.978 0.007 148,370 0.000
TINGKAT PENGGUNAAN_INTERNET -= DIGITAL_MARKETING 0.366 0.372 0.079 4.653 0.000
TIPE MEDIA _INTERNET -» DIGITAL_MARKETING 0.353 0.349 0.101 3.502 0.001
PENGETAHUAN -» DIGITAL_MARKETING 0.277 0.278 0.091 3.034 0.003

Based on path coefficients, digital marketing has a positive (0.980) and significant (0.000 <0.05) effect on
the performance of micro and small businesses. That is, with the good implementation of digital marketing which
is implemented in increasing the business point of view, increasing distribution, increasing goods and services
using customer feedback, awareness of business image, building interaction with customers, increasing the number
of consumers can improve the performance of micro and small businesses which is reflected in the efficiency of
selling costs, new market opportunities, increased competitive advantage, increased profits and increased market
growth.

The level of internet use has a positive (0.366) and significant (0.000 <0.05) effect on digital marketing. That
is, a well-implemented level of internet usage on online frequency on the internet and monitoring sales, marketing,
and others via the internet can improve digital marketing which is reflected in an increase in business perspective,
increased distribution, increased goods and services using customer feedback, awareness of business image , build
interaction with customers, the number of consumers increases.

The type of internet media has a positive (0.355) and significant (0.001 <0.05) effect on digital marketing.
That is, with the good type of internet media that is implemented on the use of social media (Facebook, Whatsapp,
Instagram, Twitter, Line, Youtube) and Website, Email can improve the use of digital marketing which is reflected
in increasing the business point of view, increasing distribution, increasing goods and services using customer
feedback, awareness of business image, build interaction with customers, the number of consumers increases.

Knowledge has a positive (0.277) and significant (0.003 <0.05) effect on digital marketing. That is, with good
knowledge of the function of the internet as a product communication tool, knowledge of the use of the internet
for new market expansion and knowledge of the benefits of the internet to target consumers can improve the use
of digital marketing which is reflected in increasing business perspectives, increasing distribution, increasing
goods and services using feedback. customers, awareness of business image, build interaction with customers, the
number of consumers increases..

R Square

| Matrix | 5% R Square |[{i% R Square Adjusted

R Square R Square Adjusted
| DIGITAL_MARKETING 0.965 0963 |
KIMERJA _UMEKM 0.360 0.359

Based on R-Square, Knowledge Variable, Internet Usage Level and Internet Media Type contributed 96.3%
to digital marketing. Furthermore, digital marketing has contributed to the performance of micro and small
businesses in Kendari City by 95.9%.

The results of the analysis using the help of the SmartPLS Version 3.3.3 application obtained a model for
improving the performance of micro and small businesses using digital marketing as follows:
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Gambar 1. Model Meningkakan Kinerja Usaha Mikro Kecil Menggunakan Digital Marketing.

Based on this model, it was revealed that to improve the performance of micro and small businesses, digital
marketing should be implemented, namely implementing an increase in business perspective, increasing
distribution, increasing goods and services using customer feedback, awareness of business image, building
interaction with customers and increasing the number of consumers. However, it is necessary to increase digital
marketing knowledge for Micro and Small Business actors, paying attention to the level of internet use and the
type of internet media used, especially social media, in addition to websites and email.

5. DISCUSSION

Based on the results of the study, it was revealed that to improve the performance of micro and small businesses,
it can be done by implementing digital marketing, namely implementing an increase in business perspective,
increasing distribution, increasing goods and services using customer feedback, awareness of business image,
building interaction with customers and increasing the number of consumers.

To streamline the application of digital marketing, Micro and Small Business actors need to increase digital
marketing knowledge for micro and small business actors, paying attention to the level of internet use and the type
of internet media used, especially social media, in addition to websites and email. In order to increase the
knowledge of micro and small business actors related to digital marketing, what needs to be done is to increase
knowledge about the function of the internet as a product communication tool, knowledge about using the internet
for new market expansion and knowledge about the benefits of the internet to target consumers. The trick is to
provide training as well as socialization by PT Telkomsel which is facilitated by the Department of Cooperatives
and SMEs of Southeast Sulawesi Province.

In the context of the use of digital marketing in relation to the level of internet use by Micro and Small
Business actors, the most important thing to note is the frequency of being online on the internet and monitoring
the development of product sales, and customers. Furthermore, related to the type of internet media by Micro and
Small Business actors in the context of digital marketing, what is important to note is the use of social media
(Facebook, Whatsapp, Instragram, Twitter, Line, Youtube) and Website, Email.

The results of this study, strengthen the theory put forward by: Mohd Irwan (2014) lack of understanding of
technology will have a negative impact on small businesses. Icha (2016) effective social media marketing is even
new to the marketing world and more effective when compared to traditional forms of marketing. Khan and
Siddiqui in their journal quoted from Purwana (2017), digital marketing comes from the internet. According to
Ridwan Sanjaya and Josua Tarigan (2009), digital marketing is a marketing activity including branding that uses
various web-based media such as blogs, websites, e-mail, Adwords, or social networks. Dave Chaffey (2015),
digital marketing or digital marketing has almost the same meaning as electronic marketing, both of which describe
the management and implementation of marketing using electronic media. The use of the internet by SMEs
facilitates instant exchange of information, stimulates efficiency and helps solve problems (Carniels, 2014). The
use of social media is considered to have a positive impact on a business, in particular it can reduce large marketing
costs and improve good relationships with customers (Mokhtar 2016). The use of digital marketing gives hope for
SME:s to develop into centers of economic power (Purwana, 2017).

The six main channels of digital media channels according to Chaffey and Smith (2015) are: a.) Search Engine
Marketing (SEM), b.) Online PR, c.) Online partnerships, d.) Interactive advertising. e.) Opt-in email marketing.
f.) Social media marketing. Stelzner quoted from Purwana (2017), social media has the potential to help SMEs in

79



European Journal of Business and Management WWWw.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) miy
Vol.13, No.20, 2021 IISTE

marketing their products. Stockdale, Ahmed, and Scheepers succeeded in identifying the business value of using
social media for SMEs, as quoted by Purwana (2017), namely as follows: a) The creation of sustainable marketing
channels; b) Increase in short-term revenue and long-term sales; ¢) Reducing advertising costs by up to 70%; c)
Reduction in overall marketing costs; d) Creation of competitive advantage; e) Ease of promotion across social
media platforms; f) Increasing the popularity of brands and products; g) Introduction of the company to the public.

Setiowati (2015) the application of ICT by SMEs in Indonesia is still very slow. According to research by
Demishkevich (2015), it is important to know the level of adoption of internet marketing among small businesses.
The most common barriers are lack of knowledge about the benefits of Computer Information Technology,
concerns about security and privacy, lack of skilled workers, cultural barriers, and lack of financial resources
(Khatibi, 2003). Saptadi (2014) stated, in order to improve the competitiveness of SMEs, the Indonesian
government facilitates e-business training for SMEs. Pawar (2014) explains that current customers tend to use
social media more, the use of websites is now a place to provide information about products to potential buyers.

Kaplan and Haenlein (2010) social media is a group of internet-based applications and is built on the
ideological and technological framework of the Web 2.0 platform. Ad users can create their own content that is
interesting and seen by many people. Slyvia (2013) describes five main characteristics in social media: a)
Participation, Openness c.) Conversation. d) Community, social media offers a mechanism for individuals or
organizations to form communities that share common interests. ¢) Connectedness.

Zarella (2005) says the role of social media in marketing includes: a) Social media can provide identity about
the products offered. b.) Serving as marketing research in an effort to find information about consumer needs. c)
Social media can be used as a communication link between marketers and consumers, d) Social media brings
companies closer to consumers. ¢) Social media is intended to build the quality of interaction (customer
engagement). According to Chaffey (2015), there are 6 (six) categories of social media: a) Social networking. b)
Social knowledge. ¢) Social sharing d) Social news. ¢) Social streaming. f) Company user-generated content and
community.

Muttaqin (2011) Facebook Marketing is conducting marketing activities using all the facilities provided by
Facebook with the aim of increasing sales and establishing closer communication with customers. Nisrina (2015),
Instagram is an application that is used to share photos and videos. According to Atmoko (2012), as an application
that is in demand by many users, Instagram is a social media that has lots of opportunities for business for its users,
which can be used as a marketing communication medium. According to Atmoko (2012) indicators of a social
media are: a)Hashtags. b) Location (Geotag). c) Follow. d) Share. e) Likes. Love symbol, f) Comment or comments.
g) Mention.

The results of this study, strengthen the results of research proposed by: Lorraine Wahu Kithinji (2014), found
that the use of internet marketing has a positive impact on business performance. Rini Setiowati (2015), found that
a valuable insight that can educate SME managers about the potential benefits they will get is internet adoption.
Ridwan (2019) found that Digital Marketing was able to create increased marketing in SMEs. Jenyo Gabriel and
Soyoye Kolapo (2015) found that today's businesses are spending more and taking part in online marketing than
ever before. Mayank Kumar (2018) found that digital channels influence customer opinions because of the ease
of communication between customers. Arifuddin (2019) found Digital Marketing to have a positive and significant
influence on Purchase Decisions. Ugonna (2017) found that appropriate marketing communication channels have
a significant influence on the regularity of visits. Furthermore, Tiffany (2018) finds that digital channels in the
near future influence customer buying opinions. Then Samsona's (2014) research found that online digital media
has a positive influence on potential customers' purchasing decisions

Based on the description of the discussion, it can be seen that to improve the performance of micro and small
businesses can be done by implementing digital marketing, namely implementing an increase in business
perspective, increasing distribution, increasing goods and services using customer feedback, awareness of business
image, building interaction with customers and increasing the number of consumers. . To make the application of
digital marketing effective, Micro and Small Business actors need to increase their knowledge of digital marketing,
increase the level of internet use and use various types of social media.

6. CONCLUSION

Based on the results of research and discussion, it is concluded that to improve the performance of micro and small
businesses can be done by implementing digital marketing, namely implementing an increase in business
perspective, increasing distribution, increasing goods and services using customer feedback, awareness of business
image, building interaction with customers and increasing the number of consumers. . To streamline the application
of digital marketing, Micro and Small Business actors need to increase their knowledge of digital marketing,
increase the level of internet use and use various types of social media.

7. LIMITATIONS AND SUGGESTIONS FOR FURTHER RESEARCHERS
This research has limitations on the range of material physical aspects in improving the performance of Micro and
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Small Enterprises, namely by applying digital marketing. Therefore, there is another side that has not been
implemented, namely the mentality/religious spirituality side. This is what is often called religiosity. The best
concept in improving the performance of Micro and Small Enterprises is to carry out physical and material efforts
simultaneously with spirituality. If this is done, there will be a very big leap in the achievement of improvements
as well as improving the performance of Micro and Small Enterprises. Based on these conclusions, the following
are suggested:

a. The need to increase the knowledge of Micro and Small Business actors about digital marketing by providing
training as well as socialization by PT Telkomsel in the facilitation of the Cooperatives and SMEs Office of
Southeast Sulawesi Province.

b. The need to increase the online frequency of Micro and Small Business actors so that they can closely monitor
sales developments and the number of customers.

c. The need to think about preparing a master website for all Micro and Small Business actors coordinated by the
Department of Industry and Trade to make it easier to market their products.

d. For other researchers, it is better to develop this research in the scope of application of religious values so that
there is a combination of physical and material efforts with religious spirituality in improving or increasing the
performance of Micro and Small Enterprises.
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