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1. INTRODUCTION

ABSTRACT

The aim of this study was to test whether e-commerce, information technology,
business network affect performance. Besides, this study also examines the effect of
performance on business sustainability during the Covid-19 pandemic. The data were
obtained from online and offline questionnaires distributed to 193 MSMEs in
Yogyakarta. These data were analyzed using structural equation modeling with
Smart PLS. This study develops the results of the previous studies by adding one
variable that is sustainability. The sustainability variable was tested using structural
equation modeling. The results show that e-commerce and business networks affect
performance, while information technology does not affect performance. In addition,
performance affects the sustainability of MSME businesses. This research implies that
the government’s support is still needed especially in e-commerce usage for MSME
to compete in the global market. Besides, the right strategy is also needed to expand
the business network for surviving themselves during the Covid-19 pandemic.

ABSTRAK

Penelitian ini bertujuan untuk menguji apakah e-commerce, teknologi informasi dan
jaringan usaha berpengaruh terhadap kinerja. Selain itu, penelitian ini juga menguji
pengaruh kinerja terhadap keberlanjutan usaha selama pendemi Covid-19. Data
diperoleh dengan menyebarkan kuesioner baik secara off-line maupun on-line pada 193
pemilik UMKM di Yogyakarta yang dianalisis menggunakan model persamaan
simultan dengan Smart-PLS. Beberapa hasil temuan riset sebelumnya menguji
pengaruh e-commerce, teknologi informasi dan jaringan usaha terhadap kinerja usaha
secara parsial. Penelitian ini mengembangkan hasil temuan sebelumnya dengan
menambahkan variabel sustainability yang diuji secara structural. Hasil analisis
menunjukkan bahwa e-commerce dan jaringan usaha berpengaruh terhadap kinerja
usaha. Selanjutnya, kinerja berpengaruh terhadap keberlanjutan usaha UMKM.
Namun, pemanfaatan teknologi informasi tidak berpengaruh terhadap kinerja usaha.
Penelitian ini memberikan implikasi bahwa masih diperlukan dukungan pemerintah
agar UMKM dapat memanfaatkan e-commerce sehingga UMKM mampu bersaing di
pasar global. Selain itu, diperlukan strategi yang tepat untuk memperluas jaringan
usaha agar mampu bertahan pada masa pandemi COVID 19.

improving the national economy (Budiarto,

MSMEs have a significant role in increasing the
gross domestic product in Indonesia. Based on data
from the 2019 World Bank (World Development
Indicators database), Indonesia reached the 16th
globally with the most extensive domestic product.
Based on the data from the Central Statistics Agency,
MSMEs have an ever-increasing market share with
an average increase of > 2 percent for three years
from 2016-2018. MSMEs in Indonesia have a
strategic role in reducing unemployment, creating
new business opportunities, and contributing to
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Prabowo, & Herawan, 2017; Riwayati, 2017).
Therefore, this positive climate is the right moment
for the government to strengthen the foundations of
the Indonesian economy (Fahmi & Mudiantono,
2019).

Currently, the 4.0 industrial revolution era is
marked by extraordinary technological
developments affecting various aspects of people's
lives. This is indicated by the rapindly dynamic
changes of the community and leads to a business
climate which is competitive, fast, and difficult to
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predict (Andriyanto, 2018). In this condition,
MSMEs must continue their life to formulate
business strategies, compete in the market, and
adapt to increasingly rapid environmental changes
so they can maintain their performance and business
(Pramudiati, Putri, & Basri, 2019).

The Covid-19 pandemic has suppressed
businesses performance, especially MSMEs, and it
implies the change of their strategies to maintain
their productivity. For example, companies must
implement proper business processes and strategies
effectively (Widarti, Desfitrina, & Zulfadhli, 2021).
WHO states that e-commerce can increase business
transactions during the Covid-19 pandemic so that
companies can survive (Jovanovic et.al, 2020).
During the Pandemic, MSMEs had faced various
problems such as labor force, cash in-flow, and
decreased demand, which, if not resolved, would
make business no longer exist (Li et al., 2021).
Therefore MSMEs need a strategy to survive,
especially using online media or e-commerce
(Ajmal, 2017)

One of the solutions, in IT utilization, is the use
of online technology through online business,
namely e-commerce (Fathimah, 2019). Intensive use
of e-commerce technology can  increase
competitiveness and increase value chain efficiency
for companies. E-commerce offers various kinds of
opportunities for MSMEs without having to spend
more to increase efficiency (Triandra et al., 2019).
Market information is needed to determine the
current economic conditions so that MSMEs can see
opportunities and threats to make it easier to
develop marketing strategies (Anwar, Rehman, &
Shah, 2018). The developments of Information
Technology (IT) make it easier for people to carry
out business transactions, communicate, and in the
long run, can maintain business continuity.
Information technology will increase performance
through business scale, efficiency, and productivity
leading to a competitive strategy. Information
technology can reduce lower transaction costs and
better allocation of resources (Agwu, 2018). Several
studies have explained that IT's use through the
acquisition of software and hardware has made
MSMEs continue to grow and remain in the
competition. The presence of technology even
eliminates some manual procedures so that business
processes become faster. Technology can also clearly
provide information so that the results of the work
will be faster with more significant numbers
(Tsambou & Fomba Kamga, 2018).

Based on data released by the Directorate
General of Population and Civil Registration,
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Indonesia has an ever-increasing total population.
Until 2019, the total population was approximately
266,514,927 people, an increase of 0.99 percent from
2018. Given the increasing number of Indonesia's
population every year, the Ministry of Cooperatives
and Small and Medium Enterprises setting their
targets for new MSMEs to grow by around 5 percent
at the end of 2019. Therefore, it is necessary to
increase the number of MSMEs from each region in
Indonesia, especially in Yogyakarta. However, the
Covid-19 pandemic has a significant impact,
disrupting human health and disrupting economic
health throughout the world, especially the national
economy in achieving the target of increasing the
number of MSMEs (Ubaidillah, 2020). The
government's appeal to prevent the spread of Covid-
19, including social distancing and closing tourism
areas, has made business actors, especially MSMEs,
experience a decrease in income. The worst risk that
will be experienced by MSMEs in the face of the
Covid-19 pandemic is bankruptcy. Due to the data
taken from the Cooperative Development System
and Business in Yogyakarta, currently, there are
more than 2,332 MSME:s affected by Covid-19.

There has been more research on MSMEs
performance in Indonesia, but limited to one district,
such as Purwokerto (Fahmi & Mudiantono, 2019);
Medan (Fathimah, 2019); Semarang (Harini, Darsin,
& Praptono, 2017); Bantul (Muafi, 2015); Sleman
(Mardiana, Warsiki, & Heriningsih, 2020). This
study expands the object into five regions in
Yogyakarta to obtain a better generalization
(Alharbi & Drew, 2014). Expanding the object of
research can provide more comprehensive
information and better reflect the actual condition of
MSMEs (Sekaran & Bougie, 2014). Moreover,
Several previous studies have partially tested e-
commerce, information technology, business
networks, and MSMEs' performance (Triandra et al.,
2019; Anwar et al., 2018; Djatikusumo, 2016) and
examined the effect of performance on business
sustainability (Pramudiati et al.,, 2019). While this
study uses a structural model because this method
can more accurately describe the complex
relationship between variables simultaneously
without imposing distributional assumptions on the
data (Hair et al., 2019).

This study provides two contributions, namely
theoretical and  practical. The theoretical
contribution explains the significant findings
between the use of e-commerce with performance
and sustainability. Furthermore, the finding of this
study is challenging for further research to test the
direct effect between information technology and
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sustainability. The practical contribution explains
the finding of e-commerce that crucial to maintain
the MSMEs business, especially facing the Covid-19
Pandemic.

2. THEORETICAL FRAMEWORK AND
HYPOTHESES

Contingency Theory

There are some proponents describe contingency
theory. Contingency theory is related to the design,
strategy formulation, and achievement of an
organization (Noor, Khan, & Azizi, 2009). Other
researchers such as McMahon & Perritt (1973)
introduced the contingency theory and then
developed by Pennings (1975). They argued that
organizational performance will depend on
environmental factors. In addition,, contingency
theory is often called a situational theory because
this theory suggests that certain variables will
depend on certain situations (Verkerk, 1990).
Research on MSMEs is exciting when connected
with contingency theory because the MSMEs are
very susceptive to environmental changes (Lutfi,
Md Idris, & Mohamad, 2016). Therefore, several
studies have attempted to explain from a
contingency perspective that organizational success
will be influenced by several uncertainties such as
strategy, structure, and management style (Martins
& Rialp, 2013). Other findings also suggest that
MSMEs' success or performance depend on the
alignment of the technology used. The right
technology will make it easier for organizations to
implement a low-cost strategy to maintain
sustainability (Budiarto et al., 2018). Based on some
of the arguments above, this is why this current
research uses contingency theory to test the factors
that affect MSMEs' performance and sustainability.

E-Commerce, Information and
Business Network

It is commonly accepted that one of the obstacles
faced by MSMEs is the limited use of technology
(Alzougool, 2019). To solve technical problems,
organizations usually hire experts, but MSMEs have
limited resources, so it will be the subsequent
problems (Budiarto et al., 2018). Therefore, a
strategy is needed to implement technology at an
affordable cost, namely online media. Online media
or e-commerce is the most appropriate alternative
because it has most accessible tool to influence
consumer behavior (Kim & Ko, 2012). Business
strategy is crucial for MSMEs in dealing with
environmental uncertainty, primarily due to the
Covid-19 pandemic. Expanding business networks
is one strategy that can deal with uncertain

Technology
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situations (Li et al., 2021). Small firms can expand the
business network by maintaining good relationships
with suppliers/buyers to ensure product quality to
increase the revenue (Ajmal, 2017).

Business Performance and Sustainability
Performance measurement is fundamental to
identify problems, monitor business, and maximize
the use of resources (Maduekwe & Kamala, 2016).
Planning the right strategy is a vital tool for MSMEs
towards good performance to guarantee their
survival and growth (Dubihlela & Sandada, 2014).
Generally, performance measurement at MSMEs
using two  approaches, namely financial
performance, and non-financial performance. The
financial performance uses financial data while non-
financial uses subjective statements from MSMEs
owners. However, because hard to find the financial
data, non-financial performance measurements are
widely used by researchers (Salyova et al., 2015).

Hypotheses Development

All aspects of life are experiencing rapid changes in
the current era of globalization, which is marked by
technology advances. E-commerce, for example, has
revolutionized and changed traditional commerce
and transcends the boundaries of time and space.
The most significant function of e-commerce is
recruiting users quickly at manageable costs
wherever they are. E-commerce is beneficial for
MSMEs to expand the market without difficulty in
terms of both financial and organizational resources
(Pradana, 2016).

E-commerce is one of the scientific
achievements in the 20th century that impacts
business and people's lifestyles (Jovanovic et al.,
2020) E-Commerce is also essential for MSMEs
because it can provide sales flexibility. E-commerce
allows faster delivery to customers without having
to come face to face with the buyer. E-commerce
offers real-time information and facilitates
transactions for MSMEs (Wahyu, Malabay, &
Simorangkir, 2020). E-commerce can improve the
performance of MSMEs by reducing promotional
costs through the marketplace because it can present
various sales promotion programs with a broad and
efficient potential reach (Triandra et al., 2019;
Fathimah, 2019). Based on the above arguments, the
following hypothesis is proposed:

Hi: There is a positive influence of E-Commerce on
business performance

Access to MSMEs' business processes can be
done quickly by utilizing information technology to
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achieve organizational goals easily. Information
technology is an integrated method or tool to
process, send and present data electronically into
information in various formats that are beneficial to
the user. The implementation of information
technology is expected to increase the ability of
MSME:s in overcoming environmental uncertainty
(Bucsd, 2019).

The contribution of MSMEs in developed and
developing countries, including Indonesia, is very

significant (Lubis & Junaidi, 2016). The role of
MSMEs is very strategic, but the intense
competition, especially in the face of large

companies, has put MSMEs in a position that
continues to be threatened. MSMEs that continue to
grow can expand the economic base and make a
significant contribution to accelerating structural
change, namely increasing regional economies and
national economic resilience (Hendriyanto, 2015).
For MSMEs to continue to be sustainable, they need
to identify future businesses' risks and feasibility to
bring up actions that must be taken (Lutfi et al,,
2016). In this condition, information technology can
help MSMEs improve competitiveness, process, and
transmit information effectively and efficiently and
improve service quality to support business

processes. Information technology is widely
considered a critical factor in improving
organizational performance (Werastuti, 2014;

Djatikusumo, 2016), especially on MSMEs (Budiarto
et al., 2017). Based on the above arguments, the
following hypothesis is proposed:

H;: There is a positive effect of information
technology on business performance

Contingency theory explains that there is no
one best way to manage different organizations
under different conditions. The management style
and organizational structure will depend on the
environmental context of the organization. The
network is an essential resource to support MSMEs
that do not have sufficient resources. The networks
owned by MSMEs will develop relationships with
their environment, such as suppliers, distributors,
and customers. Through network development, the
sales of MSMEs products will increase so that they
can develop in production, marketing, and product
innovation ( Handayani & Handoyo, 2020; Haryono,
2016).

MSME:s are directed to maintain their existence
and develop business activities so that their business
activities can continue. Competition between
MSMEs players and compete with large businesses
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is often an obstacle for MSMEs to grow and expand
their business (Lestari, Lubis, & Widayanto, 2015).
Facing business challenges, MSMEs need to
commercialize new products adapted to market
conditions through business networks (Fahmi &
Mudiantono, 2019). One of the critical strategies for
MSMEs in dealing with the Covid-19 Pandemic is by
expanding business networks. An extensive
network will push MSMEs to be more dynamic,
efficient, and innovative (Abbas et al., 2019). MSMEs
can improve business performance by building a
more comprehensive social network. The better the
business network that is owned, the higher the
performance of MSMEs. MSMEs must foster
cooperation with suppliers, financial institutions,
labor, or intermediaries so that their business can
grow (Madzimure, 2019). Based on the above
expectations, the following hypothesis is proposed:
Hj: There is a positive effect of business networks
on business performance

There is a tendency that UMKM activities are
not always able to keep up with and adapt to
changes in the business environment that occur in
the market. Environmental changes have great
potential and have an impact on business
sustainability. The level of sales that is always
increasing, the support of assets for increased sales,
and the availability of operational funds are
indicators of MSMEs' sustainability. Therefore, the
dependence  between organizational values,
organizational conditions, and business continuity
is authentic (Mulya, 2017).

The ability to innovate and keep up with the
times is the key to a company's success. Financial
and non-financial performance indicate business
success for both large companies and MSMEs
(Pramudiati et al., 2019). Creating valuable products
following  market conditions and  high
competitiveness, allowing MSMEs to obtain profits
above average, will significantly impact business
sustainability (Umar, 2008). Success in managing
sales, namely identifying consumer needs, is the first
step towards better business performance (Sumiati,
2015). The success of MSMEs in innovating,
managing employees and customers, and returning
to their initial capital shows good business
sustainability. Business sustainability will show that
the company can develop and see opportunities for
continuous innovation (Aribawa, 2016).
Performance is a tool used to measure the success of
MSMEs in achieving their business goals (Fathimah,
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2019). Based on the above expectations, the
following hypothesis is proposed:

Hy: There is a positive effect of business performance
on business sustainability

Research Model

MSMEs have a substantial contribution, in creating
employment opportunities, especially in developing
countries. Even though they have a significant role,
MSMEs have various problems, especially on
strategy and performance, so that they cannot
compete with large companies (Alzougool, 2019;

Maduekwe & Kamala, 2016). Some of the strategies
that MSME owners can carry out are to take
advantage of social media (Rachmawati, Hapsari, &
Cita, 2018) , implements the technology (Budiarto et
al., 2017) and expand the business networks (Tham
et al, 2017). The use of the right strategy will
increase efficiency so that the company can improve
performance and make innovations that will create
sustainability in the long term. Sustainability will
place MSMEs in a strategic position and be able to
compete with their competitors (Klewitz & Hansen,
2011). Based on several findings in previous
research, a research model is now develioped as

Adomako, Danso, & Ofori Damoah, 2016; shown in Figure 1.
E-commerce
Information . -
Technology Performance > Sustalnablllty

Business Networks

Figure 1. Research Model

3. RESEARCH METHOD
The data used in this study are primary data taken
by using questionnaires distributed to MSMEs
owners in the Special Region of Yogyakarta. This
research was conducted in Yogyakarta considering
that the Province of Yogyakarta is a city of tourism
with high growth of trade MSMEs (Purnomo &
Adyaksana, 2021) and the tourism and trade sectors
were most severely affected by the Covid-19
Pandemic (Department of Cooperatives and SMEs,
2020). In addition, the development of MSMEs in
Yogyakarta is experiencing obstacles, mainly due to
insufficient technological adoption (Muafi, 2015).
There were 250 questionnaires distributed, both
offline and online. The sample was selected using a
non-probability sampling technique because the
researchers did not know the number of MSMEs
population. The target of the questionnaire is 100
respondents, and this is under the rule of thumb,
which states that 30-100 respondents are adequate
(Sekaran & Bougie, 2014). The questionnaires attined
were 225, and those that fit the criteria were 193. This
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study used a purposive sampling, which was based
on the predetermined criteria. The criteria include
the MSMEs located in the Special Region of
Yogyakarta; take advantage of e-commerce, and has
been established for more than one year. The data
were analyzed using structural equation modeling
of SmartPLS.

This study used a questionnaire with a 5-point
Likert scale; namely, one strongly disagrees, two
disagree, three neutral, four agree, and five strongly
agree. Questions on the E-commerce variable consist
of 5 indicators (Harini et al., 2017). Questions on
information technology variables consist of 3
indicators (Fahmi & Mudiantono, 2019). The
business network variable consists of 3 indicators
(Fahmi & Mudiantono, 2019). Business performance
variables consist of 5 indicators (Fathimah, 2019).
Questions on business sustainability variables
comprise two indicators (Pramudiati et al., 2019).
The variables and their measurements are presented
in Table 1.
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Table 1. Variable measurement

Variable Indicators
E-commerce 1. Through online marketing, friendliness is created between site users
(Harini etal., 2017) 2. Through online sales, effective interaction and communication occurs
3. Ican provide quality product information for online sites
4. The product catalog that I put on an online shopping site attracts users to
access my site
5. I can increase the effectiveness in selling products
Information 1. MSMEs has someone responsible for the management of information
Technology technology
(Fahmi & 2. The information technology used can help improve the quality and speed
Mudiantono, 2019) of completing work
3. The technology used helps in increasing competitiveness to attract
customers
Business Network 1. We build good relationships with customers by providing friendly and
(Fahmi & pleasant service by employees on duty
Mudiantono, 2019) 2. Financial institutions help me in expanding business capital
3. Thave a license following applicable government regulations
Performance 1. There was a growth in product sales after using online marketing media
(Fatimah, 2019) 2. Profitability increased after using online marketing media
3. The productivity of the company increases with e-commerce
4. lalways maintain and improve product quality to increase customer
satisfaction
5. Talways try to improve the quality of service
Sustainability 1. During the sale, I never experience a loss, at least sales are at the break-
(Pramuadiati et al., even point
2019) 2. Itake advantage of product testimonials to determine the level of customer

satisfaction

4. DATA ANALYSIS AND DISCUSSION

This research was conducted for four months,
starting from September to December 2020. After the
researchers managed to collect data, an analysis was
carried out to determine the description of MSMEs.
The next stage was data quality testing (validity and
reliability tests) and hypothesis testing. The
respondents' characteristics presented in Table 2
show that most (70.9 percent) are micro-businesses.
This is not surprising because micro-businesses are
the easiest businesses to do with low financial
capital. Then the most exciting thing is that most of
the respondents have a high school education level
(79 percent) with the use of e-commerce <3 years (95
percent). This characteristic is interesting to study in
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more depth, especially concerning understanding
the use of information technology and e-commerce.

After analyzing the characteristics of the
respondents, the next is testing the hypothesis using
SmartPLS. PLS analysis uses two approaches,
namely measurement models and structural models
(Hair et al., 2019). The measurement model uses a
validity test, namely convergent validity with AVE
score (Table 3) and discriminant validity with outer
loading score (Table 4) and cross-loading (Table 5).
In addition to the validity test, the measurement
model also uses a reliability test, namely indicator
reliability using the Cronbach alpha value and
composite reliability (Table 3).
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Table 2. Demographics of Respondents

District
Yogyakarta Bantul Gunung Sleman Kulon Total
Kidul Progo

Business Size Micro 22 24 33 28 30 137
Small 11 18 9 8 7 53

Medium - 1 2 - - 3

Owners Age 11 - 25 year 9 7 - - 10 26
26 - 30 year 10 24 18 32 23 107

>30 Year 14 12 26 4 4 60

Gender Male 16 28 27 29 11 111
Female 17 15 17 7 26 82

Education High school 20 34 41 22 36 153
Bachelor 13 9 3 14 1 40

Using of <3 year 33 36 42 36 37 184
e-commerce 3 -5 year - 7 1 - - 8
6 - 10 year - - 1 - - 1

Running of 2 year - - - 7 12 19
business 3 - 5 year 22 - 14 20 16 72
6 - 10 year 11 42 28 9 9 99

>10 year - 1 2 - - 3

Type of business  Culinary 15 5 10 16 19 65
Fashion 18 5 28 11 9 71

Furniture - 1 - - - 1

Textiles - - - - 1 1

Craft - 28 - 9 - 37

Others - 4 6 - 8 18

Sources: Primary data

The convergent validity test in this study uses the
AVE value. It shows that all variables have an AVE
value> 0.5; this means that the indicators used are
valid (Table 3). Testing discriminant validity using
the outer loading value shows that all indicators are
valid with the value > 0.7 (Table 4). The next validity

test is to use the cross-loading value (Table 5). A value
of the cross-loading target variable, which is greater
than other variables, means that the indicator used is
valid. Reliability testing shows that all constructs are
reliable with Cronbach and alpha and composite
reliability > 0.7.

Table 3. Construct Reliability and Validity

, Composite Average Variance
ronbach’s Alpha Rho-A Reli;s:)ility Extrafted (AVE)
E-Commerce (X1) 0.826 0.825 0.877 0.589
Business Network (X3) 0.775 0.783 0.870 0.691
Business Performance (Y) 0.823 0.843 0.875 0.584
Information Technology (X2) 0.755 0.786 0.841 0.584
Business Sustainability (Z) 0.701 0.702 0.870 0.770
Sources: SmartPLS output.
Table 4. Outer Loading Value
E-Commerce Business Information Business Business
performance technology Network Sustainability

X1.1: 0.701 Y.1: 0.743 X2.1: 0.723 X3.1: 0.770 7.1: 0.881

X1.2:0.773 Y.2: 0.788 X2.2: 0.726 X3.2: 0.876 7.2:0.874

X1.3: 0.792 Y.3: 0.69%4 X2.3: 0.816 X3.3: 0.844 -

X1.4: 0.796 Y.4:0.769 X2.4:0.753 - -

X1.5:0.772 Y.5: 0.820 - - -

Sources: SmartPLS output.
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Table 5. Cross Loading

Information

Business

Indicators E-commerce Technology Networks Performance  Sustainability
(x1) o) o) 3 @)
X1.1 0.701 0.423 0.202 0.338 0.171
X1.2 0.773 0.367 0.251 0.289 0.199
X1.3 0.792 0.448 0.408 0.260 0.142
X1.4 0.796 0.469 0.337 0.291 0.188
X1.5 0.772 0.410 0.300 0.292 0.148
X2.1 0.413 0.723 0.255 0.155 0.071
X2.2 0.476 0.726 0.202 0.230 0.032
X2.3 0.333 0.816 0.391 0.317 0.205
X2.4 0.497 0.753 0.360 0.229 0.100
X3.1 0.335 0.425 0.770 0.255 0.144
X3.2 0.344 0.306 0.876 0.289 0.258
X3.3 0.285 0.309 0.844 0.307 0.192
Y1 0.328 0.355 0.284 0.743 0.418
Y2 0.385 0.317 0.231 0.788 0.456
Y3 0.356 0.308 0.128 0.694 0.414
Y4 0.251 0.136 0.309 0.769 0.575
Y5 0.224 0.181 0.322 0.820 0.797
71 0.149 0.089 0.185 0.644 0.881
7.2 0.244 0.175 0.237 0.627 0.874

Sources: SmartPLS output.

Table 6 shows the structural model testing using
the R square coefficient for business performance and
business sustainability variables. The structural
model test results show that the small R square value
is in the business performance equation (0.202) and
the sustainability equation (0.505). These results
provide an opportunity for further research to test
various variables related to sustainability, such as the
product life cycle (Widarti et al., 2021) business

strategy (Martins & Rialp, 2013); financial literacy
(Iramani et al., 2018) and entrepreneurial orientation
(Li et al., 2021). Also, a low R square result is still
acceptable for social science research because it does
not predict the model (Moksony, 1999). The VIF
(Variance Inflation Factor) shows the structural
model test in addition to using R square. The ideal
VIF value is <3 (Table 7).

Table 6. R Square

R Square Adj. R Square
Business Performance 0.202 0.189
Business Sustainability 0.525 0.523
Sources: SmartPLS output.
Table 7. VIF Testing
Business Performance Sustainability
E-commerce — Business performance 1.505 -
Information technology — Business performance 1.544 -
Business network — Business performance 1.258 -
Business Performance — Business sustainability - 1.000

Sources: SmartPLS output.

The results of hypothesis testing are presented
on Table 8, using bootstrapping techniques with a
significance level (p-value) <0.05. The results show
that only three hypotheses can be accepted. They are
hypothesis 1, 3, and 4. Table 8 explains that the results
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of testing the first hypothesis prove that e-commerce
affects MSMEs' performance. This result is in line
with the findings, which state that e-commerce is an
alternative to maximize performance by reaching
more customers (Harini et al., 2017). MSMEs can do
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promotions anywhere and anytime without being
limited by time. Besides, e-commerce allows
companies to transact without borders at a low cost.
However, not all MSMEs have the capability to use
and take full advantage of e-commerce. Limited user
knowledge and expertise can hinder the use of e-
commerce (Triandra et al, 2019). An exciting
discussion is the result of research that proves an
indirect relationship between e-commerce and the

performance of MSMEs (Jovanovic et al., 2020). They
explained that additional factors affect the
relationship between e-commerce and performance,
such as technology readiness and financial resources.
Jovanovic's findings are in line with this research
which found that information technology does not
affect performance because information technology
may be a mediating variable between e-commerce
and performance.

Table 8. Hypotheses Testing

Beta Mean SD T Statistics P Value
E-commerce — Business performance 0258 0.267 0.072 3.560 0.000**
Information technology — Business performance 0.097 0115 0.090 1.077 0.282
Business network — Business performance 0204 0219 0.094 2.160 0.031*
Business Performance — Business sustainability 0.725 0.725  0.041 17.526 0.000**

Sources: SmartPLS output
**Sig < 1%, * sig <5%

However, the second hypothesis stating that
information technology has a significant effect on
business performance is not accepted. This finding
can be due to MSMEs' main obstacle, outdated
technology and limited IT resources expertise, and
low profitability of MSMEs (Manzilati, 2015). Besides,
most MSMEs are still at the nucleation stage at the
technology implementation level. At this level, the
use of IT is still lacking and always depends on the
owner with less optimal system control (Budiarto et
al., 2017). This study's results are interesting because
the technology used by MSMEs is still not reliable,
even though the government has provided various
supports such as training and provision of free
software for the daily operations of MSMEs.

The third hypothesis results state that the
business network has a significant effect on the
performance of MSMEs. These results are accordance
by Yoon, Kim, & Dedahanov, (2018) who says that
information and knowledge will strengthen between
companies, customers, and suppliers. Closer
relationships with suppliers will substantially
contribute to MSMEs' performance, including cost
efficiency, improving quality, and meeting the needs
of raw materials that are always available at all times
(Ajmal, 2017). This study's results strengthen the
theory of the importance of selecting strategies for
MSMEs in improving performance. One of the
techniques that MSMEs can adopt is the
implementation of a business process lifecycle,
namely by developing business networks by
increasing consumer awareness (Widarti et al., 2021).
A good business network will drive organizations to
be more efficient in identifying and developing
business opportunities (Abbas et al., 2019)

Finally, the fourth hypothesis test results state
that business performance has a significant effect on
business sustainability. This study supports previous
research that explains that sustainability will be a
severe problem if MSMEs' performance is less
optimal (Pramudiati et al., 2019). MSMEs need to
innovate to maintain business sustainability.
Therefore, companies must always develop and see
opportunities to innovate on an ongoing basis
(Mckague et al., 2011).

5. CONCLUSION, IMPLICATION,
SUGGESTION, AND LIMITATIONS

It is the closing of the article which reflects the There
is a significant influence of e-commerce and business
networks on performance. Besides that, the business
performance  affects business sustainability.
However, information technology does not have a
significant effect on performance. This research has
implications, especially for MSME owners, to
maximize the use of e-commerce to maintain
sustainability. The use of e-commerce will reduce
costs when compared to traditional methods. E-
commerce can also reach broader consumers so that
it can increase market share.

This study has two main limitations: First, the
number of samples of this study is still limited, so
that further research can expand the object of
research because a large sample can represent the
real condition of MSMEs. Second, this study does
not consider the type of technology used in MSMEs.
Further research can focus more on using this type
of technology because the use of the right
technology can increase the speed and efficiency of
business transformation (Werastuti, 2014). Finally,
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further research can add variables that are following
the environmental conditions where MSMEs are
located
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