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Rapid technological advancements occur in almost all countries, including Indonesia. 
One field affected by technological progress is the economy. Indonesia’s economic strength 
includes the continuous development of Micro, Small, and Medium Enterprises (MSMEs). 
Digitalization plays a significant role in advancing MSMEs and thus the economy. This 
study aims to analyze the role of digitalization in the development of MSMEs among 
traditional snack business owners in Pangkalpinang City. Sampling was done using 
purposive sampling technique with a population of traditional snack business owners, 
particularly those dealing with sea products, with a sample size of 70 respondents. Data 
collection was conducted through an online questionnaire using Google Form platform. 
The data analysis method employed in this study is Partial Least Square using SmartPLS 
software, utilizing both outer and inner models. Research findings indicate that digital 
marketing, financial literacy, and financial technology have a positive and significant 
impact on the development of MSMEs among traditional snack business owners in 
Pangkalpinang City.
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INTRODUCTION
	 Rapid technological development 
occurs in almost all countries, including 
Indonesia. One of the fields touched by 
technological advances is the economy. In 
the digital era 4.0, every economic activity 
must have good skills by being able to uti-
lize technology because technology is con-
sidered very important in today’s business 
development. The technology created is a 
technology in the financial sector with the 
benefit of making it easier for people to get 
goods and financial services. The ease of 
transactions that occur at this time is an of-
fer that exists due to the development of 
this technology (Parastiti et al., 2015). Of 
course, the emergence of this innovation 
provides opportunities for the community, 
especially business actors, in carrying out 
financial activities anywhere easily, safely, 
and under control.
	 The rapid development of the busi-
ness world forces MSMEs to have better 
performance. MSMEs are a factor that 
plays an important role in helping econom-
ic growth and development progress in In-
donesia. This real role is evident through 
the increased accessibility of employment 
opportunities aimed at minimizing the 
number of unemployed people in Indone-
sia. MSMEs also play a role in supporting 
other fields, namely the banking services 
industry and affecting GDP growth (Ru-
sadi & Benuf, 2020). Of the total 64.2 mil-
lion MSMEs in Indonesia, their contribution 
to the Gross Domestic Product reached 
61.07%. In addition, in the economic sphere,

MSMEs also play an important role by pro-
viding employment for 97% of the work-
force and contributing 60.4% of total in-
vestment (Limanseto, 2021). During the 
1998 monetary crisis, the business sector 
that was able to survive was MSMEs.
	 According to information obtained 
from the Office of Industry, Trade, Coop-
eratives, Small and Medium Enterprises 
of Pangkalpinang City until 2022, there 
are 25,109 business entities recorded as 
MSME partnerships. The Pangkalpinang 
City Government has a target of 5,000 
MSME players to join the Go Digital pro-
gram. The goal of the program is for MSME 
players to utilize technology as a means of 
promoting their businesses and conduct-
ing sales activities online. However, MSME 
players have not responded to this govern-
ment program optimally. Typical Pangkal-
pinang City MSMEs made from processed 
sea mackerel and squid eggs, namely ge-
tas, kericu, and kemplang. These prepa-
rations are often used as souvenirs when 
visiting Pangkalpinang City because they 
taste delicious and crispy. From the per-
spective of customers in Pangkalpinang 
City, although the majority prefer to shop 
directly at the location, many also know the 
product through social media. Social me-
dia is one of the real forms of digitalization.
	 The role of digitalization of MSMEs 
can be a way of developing MSMEs in im-
proving the economy. This development 
can be done by connecting producers with 
consumers using digital-based applica-
tions. There are various factors that can be

            Source: Central Statistics Agency of DKI Jakarta

Table 1.
Growth of MSMEs in Pangkalpinang City
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an opportunity or challenge for MSMEs 
in developing digital-based MSMEs. Digi-
tal marketing is an important marketing 
method for MSMEs in overcoming the digi-
tal era (Irfani et al., 2020). Digital market-
ing is able to reach a larger market share 
using e-commerce platforms and social 
media. The more effective the use of digi-
tal marketing, the more the performance 
of MSMEs will increase (Effendi et al., 
2023). In line with research by Wuisan et 
al., (2022) that by utilizing social media, 
MSME players can advertise products 
and communicate with consumers and in-
cur low costs. Digital marketing can help 
improve financial performance in MSMEs 
both in terms of transactions and product 
marketing (Octavina & Rita, 2021). Some 
entrepreneurs are starting to move from 
conventional business models to modern 
businesses by utilizing digital media. The 
emergence of digital marketing, communi-
cation and transactions can occur at any 
time and can be found globally and facili-
tate the interaction of entrepreneurs and 
buyers.
	 MSME actors are equipped with a 
high level of financial literacy, so that they 
are able to be responsible in financial man-
agement so that they can increase the per-
formance of MSMEs (Utami et al., 2021). 
According to Rahadjeng et al., (2023) Fi-
nancial literacy not only involves under-
standing finance, but also involves the 
skills to manage finances and make wise 
financial decisions. According to  Ayu et 
al., (2020), if the higher the level of finan-
cial literacy, the higher the performance of 
MSMEs achieved with business capital, 
namely human capital, social capital, and 
financial capital. However, according to re-
search by Naufal & Purwanto, (2022), fi-
nancial literacy has no effect on business 
sustainability and performance because 
there are other factors that influence it. 
Understanding about finance has an im-
pact on an individual’s mindset towards 
financial situations and also affects the se-

lection of decisions that are important for 
more effective financial and business man-
agement (Kartini et al., 2020). Financial 
literacy encourages individuals to routinely 
compile company financial records. Entre-
preneurs who consistently present accu-
rate balance sheets tend to achieve higher 
levels of profitability, gain easier access to 
loans and improve business sustainability.
	 MSME actors in managing financ-
es utilize financial technology so that their 
finances can be guaranteed to be safe 
and effective. Financial Technology is ex-
plained as the use of digital technology in 
handling financial intermediation problems 
(Meyer et al., 2017). The presence of fi-
nancial technology combines with technol-
ogy so that it has a significant and benefi-
cial impact on society as a whole. Through 
fintech financial transactions such as pay-
ments, investments, loans, transfers, finan-
cial planning, and comparison of financial 
products can be done easily (Kalmykova & 
Ryabova, 2016). Financial technology fa-
cilitates MSMEs in obtaining convenience 
and efficiency in the financial sector (Win-
arto, 2020). Based on research by Yuliana-
sari & Mahrina, (2021) financial technology 
has a major role in increasing the capac-
ity of MSMEs and the local economy and 
can improve financial literacy. Financial 
technology has a good impact on develop-
ing business capital so that it can have an 
impact on business progress without the 
need for capital loans again (Candranin-
grat et al., 2021). The provision of digital 
payment services by fintech companies 
has increased the efficiency, speed, secu-
rity, and ease of the transaction process for 
its users. In addition, digital transactions 
also have higher interest for users and are 
beneficial for MSME players (Lestari et al., 
2020). The presence of fintech is expect-
ed to provide support for MSMEs in busi-
ness development. It is not the same as 
the findings revealed by Budyastuti et al., 
(2021) which say that there is no influence 
between financial litreracy and financial 
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technology on business continuity due to a 
lack of understanding of financial manage-
ment and the use of financial technology in 
transactions.
	 Business development is an ef-
fort to encourage business growth so that 
the desired goals can be achieved. Com-
panies that experience development are 
active in running their business and have 
the potential to achieve greater achieve-
ments. In accordance with the explanation 
that has been explained, the researcher 
is interested in conducting an analysis by 
conveying the role of digitalization on the 
development of MSMEs in typical bangka 
souvenir business actors in Pangkalpinang 
City.

METHODOLOGY
	 This research uses quantitative 
methods by examining how digital market-
ing, financial literacy, and financial tech-
nology as exogenous variables and the 
development of MSMEs as endogenous 
variables. The data applied in the study, 
namely primary data through question-
naires and secondary data in the form of 
journals and data from the Office of In-
dustry Trade Cooperatives and MSMEs 
in Pangkalpinang City. The variables in 
the research were measured using a Lik-
ert scale. In this study, each variable has 
answer options available with scores: 
strongly agree (4); agree (3); disagree (2); 
strongly disagree (1) (Devin & Yulfiswandi, 
2024). The digital marketing variable uses 
indicators of sales, product development, 
and customer service. Furthermore, the in-
dicators of financial literacy variables con-
sist of basic financial knowledge, financial 
behavior, and savings or investment. Then 
the financial technology variable has indi-
cators of efficiency, effectiveness, and se-
curity. Indicators used in MSME develop-
ment variables, namely business income, 
labor, and community welfare.
	 The population used in this research 
is the typical bangka souvenir business ac-

tors in Pangkalpinang City. The sampling 
method in this study is non-probability 
sampling, specifically applying purposive 
sampling techniques where samples are 
taken from the population selectively in ac-
cordance with predetermined conditions. 
The respondents of this research are the 
perpetrators of typical Bangka souvenirs 
which are processed marine products and 
registered with the local office. This re-
search applied the Slovin formula to get 
accurate results as a source of data in the 
study so that the total sample amounted to 
70 respondents. 
	 Data were analyzed using descrip-
tive statistics and SEM with the help of 
SmartPLS software. Descriptive statistical 
data analysis aims to explain the distribu-
tion of respondent data. SEM (Structural 
Equation Modeling) is defined as a multi-
variate statistical technique that can han-
dle various response variables and explan-
atory variables at once. Measurements in 
SEM include a measurement model (outer 
model) which includes convergent validity¸ 
discriminant validity, average variance ex-
tracted, and composite reliability and eval-
uation of the structural model (inner mod-
el) which includes the R-Square test and 
Bootstrapping report - Path Coefficients.

RESULTS AND DISCUSSION	
Descriptive Analysis Results
	 Data collection with questionnaires 
has been distributed to business actors of 
typical bangka souvenirs in Pangkalpinang 
City totaling 70 respondents. The descrip-
tive analysis table of respondent charac-
teristics is shown in Table 2.
	 Table 2 states that most of the busi-
ness actors of typical bangka souvenirs 
in Pangkalpinang City are dominated by 
business actors who are female at 70% 
and male 30% of the total 70 respondents 
sampled. Based on the type of business 
product, the respondents were dominated 
by kemplang products at 35.3%, followed 
by getas products at 34.7%, and kericu 
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products at 30%. Furthermore, based on 
the respondent’s length of business cat-
egory, the length of business ≥ 5 years 
is dominated by 72.9% and the length of 
business is 3 - 5 years by 27.1%. In the 
respondent’s income category, it is domi-
nated by income of Rp 5,000,000.00 - Rp 
10,000,000.00 by 45.7%, then income ≤ 
Rp 5,000,000.00 by 44.3%, and income ≥ 
Rp 10,000,000.00 by 7%.
Validity Test
	 The validity test using Convergent 
Validity is seen in the outer loading value of 
all construct indicators. The outer loading 
values are described in the following table.

	

	

According to table 3, the outer loading 
value of all variables shows > 0.70 which 
means that all variable values are declared 
valid and suitable for use. (Sofyan et.al., 
2011).
	 Other convergent validity tests are 
known through the average variance ex-
tracted (AVE) value. Table 4 above shows 
that the AVE value of each variable has 
reached the criteria, namely 0.50 and is 
declared valid (Hair et.al., 2017). So it can 
be concluded that the variables of digital 
marketing, financial literacy, financial tech-
nology, and MSME development in this 
study are valid in convergent.

           Source: Data processed by researchers (2024)

Table 2.
Distribution of Respondents

Table 3.
Outer Loading
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	 Other convergent validity tests are 
known through the average variance ex-
tracted (AVE) value. Table 4 above shows 
that the AVE value of each variable has 
reached the criteria, namely 0.50 and is

declared valid (Hair et.al., 2017). So it can 
be concluded that the variables of digital 
marketing, financial literacy, financial tech-
nology, and MSME development in this 
study are valid in convergent.

                       Source: Data processed by researchers (2024)

        Source: Data processed by researchers (2024)

Table 4.
Average Variance Extracted (AVE)

Table 3. (continued)
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Table 5.
Cross Loading

     Source: Data processed by researchers (2024)
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	 Referring to table 5, it is evident that 
the cross loading value has met the criteria 
and each construct variable indicator has 
a good discriminant validity value, which 
is evidenced by the value of the construct 
variable indicator which is higher than the 
value of other construct variable indicators. 
(Hair et.al., 2017).	
Reliability Test
	 The reliability test aims to show the 
stability, accuracy, and accuracy of the use 
of instruments in measuring constructs. 
The reliability test is measured using the 
Croncbach’s alpha or composite reliability 
value described in the table below.

	 Based on table 6 above, the vari-
ables of digital marketing¸ financial literacy, 
financial technology, and the development 
of MSMEs provide a value of Croncbach’s 
alpha and composite reliability &gt; 0.70, 
which means that all variables have met 
the criteria for the value of Croncbach’s 
alpha and composite reliability in testing 
reliability (Hair et.al., 2017). Thus, it is con-
cluded that all variables in the study have 
a high level of reliability.
R-Square
	 In evaluating the inner model, it is 
necessary to look at the R-Square which is 
a test of model alignment. The greater the 
R-Square value, the greater the influence 
of the independent variables used on the 
dependent variable. 

	 In table 7, it can be observed that 
the R-Square value of the MSME develop-
ment variable is 0.569 or 57%. This result 
can be interpreted that the digital market-
ing, financial literacy, and financial tech-
nology variables influence by contributing 
to form the MSME development variable 
by 57%, while the remaining 43% can be 
influenced by other variables that are not 
included or explained in this research. The 
R-Square value of this research of 0.569 or 
57% is included in the moderate or moder-
ate effect category.
Hypothesis Test
	 Estimate for Path Coefficients in in-

ner model evaluation is used for hypoth-
esis testing by looking at the influence be-
tween variables and using the bootstrap-
ping method to determine the significant 
results of the t statistic and the parameter 
coefficient value. The results of bootstrap-
ping are shown in the figure below.
	 To examine the individual effects of 
exogenous variables (X) on endogenous 
variables (Y), the analysis can be conduct-
ed using the t-statistic and p-value. A t-
statistic value equal to or greater than 1.96 
and a p-value of 0.05 indicate that the ex-
ogenous variable exerts a significant influ-
ence on the endogenous variable (Hair et 
al., 2017). The direction of the relationship 
can be determined based on the original 
sample value (O). 

Table 6.
Croncbach’s Alpha dan Composite Reliability

     Source: Data processed by researchers (2024)

                        Source: Data processed by researchers (2024)

Table 7.
R-Sqaure
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Figure 1.
Bootstrapping

                        Source: Data processed by researchers (2024)
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	 Referring to the path coefficient re-
sults presented in Table 8, the digital mar-
keting variable exhibits a t-statistic value of 
2.780 (> 1.96) and a p-value of 0.005 (< 
0.05). This indicates that digital marketing 
has a positive and significant effect on the 
development of MSMEs. Furthermore, the 
financial literacy variable shows a t-statis-
tic value of 2.872 (> 1.96) and a p-value 
of 0.004 (< 0.05), signifying that finan-
cial literacy also has a positive and sig-
nificant influence on MSME development. 
Therefore, hypothesis H2 is accepted. 
In addition, the financial technology vari-
able has a t-statistic value of 2.020 (> 1.96) 
and a p-value of 0.043 (< 0.05), which 
confirms that financial technology exerts 
a positive and significant effect on MSME 
development. Hence, hypothesis H3 is 
also accepted.
The Effect of Digital Marketing on the 
Development of MSMEs
	 Digital marketing has a positive and 
significant influence on the development of 
MSMEs in typical souvenir businesses in 
Pangkalpinang City. From this research, 
it can be explained that digital marketing 
has a positive impact on the development 
of MSMEs in typical Bangka souvenir busi-
nesses in Pangkalpinang City which is re-
flected in each indicator used. That way, 
the results of this research can support 
the Technology Acceptance Model (TAM) 
theory which explains the factors that influ-
ence the acceptance of technology by its 
use based on perceptions of ease of use 
and usefulness. 

	 The results of Martini et al., (2023) 
say that the role of e-commerce can im-
prove business performance supported 
by the application of RBV theory to e-
commerce. Research Arianty et al., (2022) 
proves that utilizing e-commerce has a pos-
itive effect on the performance of MSMEs 
because it can reach more customers and 
can streamline the costs incurred. Similar-
ly, research by Shandy et al., (2023)  con-
firmed that social media is able to influence 
business performance by facilitating infor-
mation sharing activities and providing a 
platform for consumers to engage in trans-
actions, which ultimately leads to improved 
business performance.
The Effect of Financial Literacy on 
MSME Development
	 Financial literacy has a positive and 
significant influence on the development of 
MSMEs in typical souvenir businesses in 
Pangkalpinang City. The results of this re-
search say that the indicators of financial 
literacy are considered to have sufficient 
influence on the development of MSMEs 
in the typical Bangka souvenirs in Pang-
kalpinang City. The influence of financial 
literacy on the development of MSMEs can 
support the Technology Acceptance Model 
(TAM) theory, with high knowledge, it will 
have an attitude that can influence interest 
in utilizing technology according to its use-
fulness and convenience. 
	 Based on Widayanti et al., (2017) 
confirmed that financial literacy owned by 
MSME business actors is important in sup-
porting the sustainability of their business. 

Table 8.
Path Coefficient

                        Source: Data processed by researchers (2024)
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In line with this, the research of Sabilla & 
Wijayangka, (2019) proves that financial 
literacy affects business growth so that 
knowledge in financial literacy must be 
strengthened in order to help MSME ac-
tors. Suryandani & Muniroh, (2020) state 
that financial literacy is seen as an impor-
tant instrument for the success of MSMEs, 
because it helps master and interpret the 
information needed to make daily deci-
sions that have a financial impact in man-
aging the Company.
The Effect of Financial Technology on 
the Development of MSMEs
	 Financial technology has a posi-
tive and significant influence on the devel-
opment of MSMEs in the typical bangka 
souvenir business actors in Pangkalpin-
ang City. Thus it can be interpreted that 
the indicators used in financial technology 
have a positive impact on the development 
of MSMEs in the typical bangka souvenir 
business actors in Pangkalpinang City. So 
that this research can support the Technol-
ogy Acceptance Model (TAM) theory which 
says that the factors that influence tech-
nology acceptance are based on percep-
tions of its ease and usefulness. Business 
actors already have the ability and trust in 
the emergence of financial technology in 
helping their business development pro-
cess. Of course this financial technology 
provides a sense of security and facilitates 
the process of making transactions. 
	 Research conducted by Rezky, 
(2023) financial technology has an impor-
tant role for the growth of MSMEs. The 
role of fintech is not limited to providing 
business capital, but also extends to oth-
er fields, namely digital payment services 
and financial management. Furthermore, 
research conducted by Yulianasari & Mah-
rina, (2021) states that financial technol-
ogy makes a significant contribution in em-
powering MSMEs and the local economy. 
In addition, the use of financial technology 
for MSME players can develop financial 
literacy in the economic sector. According 

to Yuningsih et al., (2022) financial literacy 
and financial technology simultaneously 
affect the business sustainability of MSME 
players. This states that financial literacy 
and financial technology are very impor-
tant for entrepreneurs in the MSME sector 
in the digital age in maintaining their busi-
ness continuity.

CONCLUSIONS
	 Based on the hypothesis test-
ing that has been carried out, the digital 
marketing variable has a positive and sig-
nificant influence on the development of 
MSMEs. This means that business actors 
apply digital marketing well in their busi-
ness development. The financial literacy 
variable has a positive and significant influ-
ence on the development of MSMEs. So 
it can be concluded that business actors 
have good knowledge in managing their 
business finances. The financial technol-
ogy variable has a positive and significant 
influence on the development of MSMEs. 
With this statement, it means that business 
actors are able and can believe in the con-
venience and security of financial technol-
ogy for their business development.
	 In this study, it can be suggested to 
take a wider object, namely in the number 
of populations taken so that it can increase 
the number of samples as respondents 
in the study. In addition, it can add other 
variables to be more accurate. This is be-
cause the results of the influence of the in-
dependent variables used are classified as 
moderate or moderate, which means that 
digital marketing, financial literacy, and fi-
nancial technology variables only influence 
56% and the rest is explained by other vari-
ables.
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