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ABSTRACT 

This research aims to determine the influence of social media, branding ability, market orientation, and  

innovation ability on SME performance in fashion SMEs in Pekanbaru city. This research is associative  

research with a quantitative approach. This research consists of four independent variables, namely Social  

Media (X1), Branding Capability (X2), Market Orientation (X3), and Innovation Capability (X3) as well  

as one dependent variable, namely MSME Performance (Y). The population in this research is Fashion  

Fashion MSMEs in Pekanbaru City. The samples taken using the purposive sampling method with the  

criteria for SMEs were retail businesses, clothing sewing services, had social media, and the business had  

been operating for at least one year so that a sample of 150 SMEs was obtained. Data was obtained by  

distributing 150 questionnaires to fashion MSMEs. There are 150 questionnaires returned and can be  

used. Data analysis uses smartPLS 4 software with outer model analysis and inner model analysis. The  

results of this research show that social media, branding capabilities, market orientation, and innovation  

capabilities have a positive and significant effect on the performance of MSMEs.  

Keywords: Social Media, Branding Capability, Market Orientation, Innovation Capability, MSME  

Performance     

INTRODUCTION  
Micro, Small and Medium Enterprises (MSMEs) make an important contribution to the progress  of the 

Indonesian economy, being a source of innovation, providing large employment opportunities,  

facilitating the supply of goods, increasing state income and a source of foreign exchange. The rapid  

development of digital technology in the industrial era 4.0 is due to increasingly complex human needs.  

For MSMEs, using appropriate and targeted technology will provide various conveniences to improve  

performance in carrying out their business activities. MSME actors in Pekanbaru City reached 25,335, the  

number of MSME actors has increased by 26.40 percent compared to the previous year.Even though the  

number of MSMEs continues to increase and provide Regional Original Income (PAD), the increased  

development in terms of quantity has not been matched by an adequate increase in the quality of MSME  

performance, especially the micro scale businesses. 

 

MSMEs have a big contribution to the country, so business actors must focus on business  performance as 

a way to develop and maintain their business despite intense competition. However, so far  there are still 

many business actors who do not pay attention to business performance so that many  business actors 

cannot survive in business competition. Business actors must focus on performance so they can find out 

how business performance drives business success (Ludiya & Maulana,  2020).  

As time progresses, innovation continues to be carried out in the fields of technology and  industry. The 

high public interest in clothing makes the clothing industry one of the priorities.Including 
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in  Pekanbaru, many Micro, Small and Medium Enterprises (MSMEs) are already running their 

businesses in  the fashion sector. The Riau Provincial Government through the Department of Industry, 

Trade,  Cooperatives and SMEs (Disperindagkop UKM) and the Regional National Crafts Council 

(Dekranasda) is encouraging local MSMEs to increase fashion production. Fashion trends that are 

always up to date  encourage a number of business people, especially in the fashion sector, to always 

innovate to bring  fashion closer to society. Like the trend of shooping via live broadcasts on social 

media, it is now being  liked by many audiences.  

Social media can influence the performance of MSMEs.BThe following can be seen from the  social 

media platforms that are widely used as of January 2023:  

 
Figures. 1.1 social media platforms that are widely used as of January 2023  

Figure 1.1 explains the most widely used social media, but research is focused on social media analysis 

(Whatsapp, Instagram, Facebook,tiktok).Deputy Chairman of the Indonesian People's 

Consultative  Assembly Syarief Hasan supports the Indonesian government's efforts to regulate social 

commerce such as  TikTok Shop to protect Micro, Small and Medium Enterprises (MSMEs). The 

reason is, social commerce  sells more imported products at affordable prices which threatens the 

sustainability and existence of MSMEs  in Indonesia, making it difficult for MSME players to compete. 

Lorensa and Hidayah (2022), Muslic et al  (2021), Putri and Ie (2020), Tajvidi and Karami (2017) 

stated that social media has a positive effect on the  performance of MSMEs. However, this is in 

contrast to the research of Rusdi, Armiani, and Murjana  (2023) that social media has no effect on the 

performance of MSMEs.  

Tajvidi and Karami (2017) stated that the performance of MSMEs could be further improved if it  was 

balanced with good marketing capabilities in the branding aspect. The problem that MSMEs  currently 

encounter is that in this era of digitalization, MSMEs do not understand the benefits of  branding, lack 

knowledge about branding, do not have a positive entrepreneurial character and what is no  less 

important is that they have not received training or assistance regarding technical branding 

strategies  for the actors. MSMEs. Research by Anggraeni and Sanaji (2021), Tajvidi and Karami 

(2017) states that  branding ability has a positive and significant relationship with the performance of 

MSMEs. However,  this is in contrast to research by Absah and Rini (2020) which states that branding 

has a negative and  insignificant effect on the performance of MSMEs. 

Market orientation impacts MSME performance by enhancing the understanding of customer  

preferences. Adopting a strong market orientation helps MSMEs meet buyer demand. Despite 
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the  challenge of digital adaptation, it's not just about mastering technology but also preparing 

products to  fulfill rising demand. Ridwan Kamil's shared experience highlights instances 

where MSMEs returned to  offline operations due to being overwhelmed by market demand 

despite going digital. Presearch Lorensa  and Hidayah (2022), Rahadhini and Lamidi (2020) 

states that market orientation has a positive and  significant influence on business 

performance. However, in contrast to research by Purnamasari and  Wijaya (2020) which 

states that market orientation does not have a significant influence on business  performance.  

Tajvidi and Karami (2017) stated that the performance of MSMEs could be further improved 

if it  was balanced with good marketing capabilities in the aspect of innovation. Friderica 

Widyasari, Chief  Executive at the Financial Services Authority (OJK), highlighted that 

despite an abundance of business  ideas, micro, small, and medium enterprises (MSMEs) often 

lack innovation. Consequently, numerous  businesses face a short lifespan of 1-2 years, 

succumbing to bankruptcy due to weak or non-competitive  products and services. Widyasari 

notes that many Indonesian MSMEs tend to follow trends without  recognizing their own 

potential, contributing to business challenges. Presearch carried out Ferreira and  Coelho 

(2020), Firdhaus and Akbar (2022), Muhlisin (2021), Sain (2021), Tajvidi and Karami (2017) 

state that innovation capability has a positive effect on SME performance.  

This research aims to examine the influence of social media, branding ability, market 

orientation,  and innovation ability on the performance of MSMEs in the fashion sector in 

Pekanbaru city. This  research is important because by conducting research on fashion 

MSMEs, business owners can gain a  better understanding of the market, trends and existing 

challenges. Research can also help in developing  effective strategies, increasing creativity and 

innovation, and improving business performance. Apart  from that, there are still gaps in 

previous research. The following research problem is formulated based on  the previous 

context: Will social media, branding capabilities, market orientation, innovation capabilities  

improve the performance of MSMEs? This research problem is important because many 

MSMEs are  experiencing a decline in sales and profitability, and some are even going out of 

business.  

Literature Review  

The Resource-Based View (RBV) theory was first pioneered by Wernerfelt (1984) explaining  

that the sustainability of a company is related to tangible resources and intangible resources. 

RBV theory  emphasizes that resources are important because basically company performance 

can be measured based  on the resources owned by the company. Resource utilization also 

needs to be adjusted to internal and  external conditions within the company, therefore 

companies need to first understand the company's  strengths and weaknesses so that they can 

use resources effectively and efficiently.  

According to RBV theory, social media enables MSMEs to access market information, 

industry  trends, and consumer behavior easily. This facilitates improved decision-making and 
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identification of new  opportunities, ultimately enhancing business performance. Social media, 

considered the most accessible  and cost-effective marketing medium, is vital for fostering 

interactions between companies and  consumers. This interaction promotes product 

innovation, market orientation, and efficient utilization of  social media for optimal company 

support (Ahmad and Eri, 2021).  

According to the RBV theory, companies require capabilities to sustain resources for 

competitive  advantage. Branding skills play a crucial role in introducing and making products 

recognizable to  consumers, fostering customer loyalty, and encouraging repeat purchases. In 

the context of MSMEs, strong branding capabilities contribute to product/service 

differentiation, providing added value and  enhancing overall competitiveness in the market.  

According to RBV theory, it explains that companies can have a competitive advantage by  

focusing on the orientation of understanding opportunities and threats so that implementing 

market  orientation can be one of the supporters of a company's competitive advantage. 

MSMEs that have good  market orientation tend to have a deeper understanding of customer 

needs and preferences. This allows  business actors to produce products or services that are 

more appropriate to the market, which in turn can  improve business performance.  

According to RBV theory, companies require capabilities to sustain resources for competitive  

advantage. Innovation skills are crucial for effective business management and product idea 

development.  Successful MSMEs can identify innovation opportunities, aligning products or 

services with market  trends. RBV theory underscores the significance of sustainable resource 

acquisition and utilization.  MSMEs' continuous innovation and integration into operations 

impact long-term performance positively.  

The research model in this study is as follows: 

 
Figures. 1.2 Research Model  
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Based on Figure 1, the researcher formulated the research hypothesis as follows: 

H1: Social Media influences the performance of MSMEs  

H2: Branding ability influences MSME performance  

H3: Market orientation influences the performance of MSMEs  

H4: Innovation ability influences MSME performance 

METHOD, DATA, AND ANALYSIS 

This research focuses on fashion fashion MSMEs in Pekanbaru City in 2023, while the research  was 

conducted in the same year. The population in this research is fashion fashion MSMEs in 

Pekanbaru  City, totaling 239 fashion fashion MSMEs (Riau MSME Data, 2023). The research sample 

was 150  SMEs using the Slovin formula, the determination was carried out using purposive sampling 

using the  following standards:  

Table.2.1 Sample Criteria  

No      Sample Criteria                  
1    Fashion MSME players who run retail businesses  
2 MSME owners who have social media accounts (whatsapp, instagram, 

facebook, tiktok) as their  marketing tool.  
3  Fashion business owner who is still operating and has been running the business 

for at least 1 year. 
 

The type of data used is primary data obtained through questionnaires and interviews with  MSMEs. 

Sources of information were obtained from questionnaires that had been filled out by  respondents). 
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Data analysis uses Structural Equation Modeling (SEM) based on Partial Least Squares (PLS) with 

SmartPLS 4.0 software. The tests that must be carried out using SEM PLS according to Hair et al (2021), 

namely evaluation of the measurement model (Outer Model Analysis) and evaluation of the structural 

model (Inner Model Analysis). Evaluation of the Measurement Model (Outer Model Analysis) consists of 

convergent validity, composite reliability and discriminant validity. Structural Model Evaluation (Inner 

Model Analysis) consists of collinearity, R-Square (R2), Q-Square (Q2), Standardized Root Mean Square 

Residual (SRMR), and path coefficient significance test (hypothesis testing). 

RESULT AND DISCUSSION 

This research aims to examine the influence of social media, branding ability, market orientation,  and 

innovation ability on the performance of MSMEs in Pekanbaru City. The sample in this research was  150 

MSMEs in Pekanbaru City in the fashion sector. The characteristics of respondents discussed by 

researchers include gender, age, education and length of business.  
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Based on the table above, the number of female respondents reached 82%. With a percentage of 50%, the 

majority of respondents are over 30-45 years old. Of the 48% of respondents, most had a high school 

diploma or equivalent. With a percentage of 38%, the business period is 1-3 years. To provide an 

overview of the data collected from respondents, the following descriptive analysis was carried out, as 

shown in Table 3.2. 
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Based on Table 3.2. It can be seen that the results of the descriptive statistical analysis of this research 

show that the data used in the research has a distribution that is close to normal, with Excess Kurtosis and 

Skewness values between -2 < appropriate inferential statistical techniques for further analysis. 

 

 



Riau International Conference on Economic Business and Accounting (RICEBA) 

Sustainability and Digitalization of Economic in SOCIETY 5.0 Era 

05-06 December 2023 

 

 

160 
 Vol 1, No 1, Januari 2024 

Based on Table 3.3The overall outer loading value meets the convergent validity standard value because 

all factors have a value of more than 0.7, thus it can be concluded that all constructs are valid. Table 3.4 

presents the results of reliability testing. 

 
Based on table 3.4 it can be concluded that each construct has a high reliability test, this can be shown 

from the composite reliability value of all constructs being greater than 0.70 so that all variables are 

reliable to test. 

 

HTMT is the ratio of Heterotrait (average correlation between items measuring different variables) to the 

root of the geometric multiplication of Monotrait (correlation between items measuring the same variable) 

with a recommended value below 0.85 or below 0.90. Hair et al (2021) stated that this HTMT measure is 

better used than the Fornell and Lacker Criterion methods in detecting discriminant validity. The results 

of the HTMT test using smartPLS in this research are as follows: 

 
 

Test results in table 3.5 shows an HTMT value of less than 0.90, this shows that the constructs are 

different and do not measure the same thing, so it is considered acceptable and shows that the construct 

has discriminant validity. 

 

To find out whether there is a collinearity problem or not, you can determine the Variance Inflation Factor 

(VIF) value. According to Hair et al (2021), if VIF <5 then there is no multicollinearity between 

variables. 

 
Based on table 3.6, it shows that all Variance Inflation Factor (VIF) values in the research model are <5. 

This indicates that there is no significant collinearity problem between the variables used in the analysis. 
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R-Square in SEM-PLS measures the extent to which the structural model (inner model) is able to explain 

variations in the observed dependent variable. The R-Square value ranges from 0 to 1, and the higher the 

value, the better the model is at explaining variations in the dependent variable. According to Hair et al., 

(2014), R-Square values of 0.75, 0.50 and 0.25 mean substantive (high), moderate and weak influence. 

 

 
The R-Squares results in Table 3.7 show that the R-Squares value is 0.609. this value was able to explain 

about 60.9% of the variability in the data. However, there is still around 39.1% of the variation that 

cannot be explained by this model, and other factors may influence the dependent variable. 

 

In this study, an alpha of 5% (two-sided) was used, so the rule is that if the t statistic is greater than 1.96 

or the p-value is less than 0.05, it shows that the hypothesis is accepted or there is a significant influence. 

There is a value limit in the Path Coefficient test, namely if the Path Coefficient value is > 0, then the 

variable has a positive relationship with other variables. Conversely, if Path Coefficient < 0, then the 

variable has a negative relationship with other variables. F-Square (F2) measures how much influence 

exogenous/endogenous latent variables have on endogenous variables at the structural level. The f-square 

size (effect size) describes how big the influence of the variables in the structural model is. Interpretation 

of F2 (effect size) values in Hair et al. (2021) is 0.02 (low influence), 0.15 (medium/moderate influence), 

and 0.35 (high influence). 
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The test results for hypothesis 1 (H1) have a path coefficient value of 0.115 > 0 (positive) and a T statistic 

of 2.346 > 1.96 or a P-Value of 0.019 < 0.05, which means that social media has a significant positive 

effect on the performance of MSMEs so that H1 acceptable. The F-Square (F2) value for H1 is 0.032, 

which means that the influence of social media on MSME performance is in the low category.Social 

media has a significant influence on the performance of Micro, Small and Medium Enterprises (MSMEs). 

Social media is a resource that MSMEs can have. MSMEs utilize social media for customer 

communication, product promotion, and brand building. To stand out, they must create unique social 

media strategies, incorporating creative content, strong customer engagement, and distinctive platform 

utilization. According to the Resource-Based View (RBV) theory, social media is considered a valuable 

resource for MSMEs, and its impact on performance depends on effective utilization, development, and 

integration into business strategy. If MSMEs can leverage social media as a rare and difficult-to-imitate 

resource, it has the potential to significantly enhance their performance. The findings of this research are 

in line with research conducted by Putri and Ie (2020), Ahmad and Eri (2021), Lorensa and Hidayah 

(2022) which stated that social media has a positive and significant influence on the performance of 

MSMEs. 

 

The test results for hypothesis 2 (H2) have a path coefficient value of 0.232 > 0 (positive) and a T statistic 

of 2.937 > 1.96 or a P-Value of 0.003 < 0.05, which means that branding ability has a significant positive 

effect on MSME performance so that H2 acceptable. The F-Square (F2) value for H2 is 0.104, which 

means that the influence of branding ability on MSME performance is in the low category. Branding 

capabilities have a significant influence on the performance of Micro, Small and Medium Enterprises 

(MSMEs). MSME branding capabilities, encompassing elements like brand image, customer trust, track 

record, message, and identity, are considered internal resources. These capabilities play a crucial role in 

enhancing MSME performance through increased brand awareness, customer loyalty, and added value. In 

the context of the RBV Theory, it is concluded that the impact of MSME branding capabilities on 

performance is significant, contingent upon effective management and optimization as valuable, unique, 

and not easily imitated assets. Effectively leveraging branding can enable MSMEs to differentiate 

themselves, cultivate strong customer relationships, and establish sustainable added value. The findings of 

this research are in line with research conducted by Tajvidi and Karami (2017), Anggraeni and Sanaji 

(2021) which stated that branding ability has a positive and significant influence on the performance of 

MSMEs. 

 

The test results for hypothesis 3 (H3) have a path coefficient value of 0.377 > 0 (positive) and a T statistic 

of 5.281 > 1.96 or a P-Value of 0.000 < 0.05, which means that market orientation has a significant 

positive effect on MSME performance so that H3 acceptable. The F-Square (F2) value for H3 is 0.229, 

which means that the influence of market orientation on MSME performance is in the medium category 

(moderate). Market orientation has a significant influence on the performance of Micro, Small and 

Medium Enterprises (MSMEs). Market orientation in MSMEs encompasses the capacity to comprehend 

customer needs, recognize market opportunities, and tailor products and services to meet market demand. 

According to the RBV theory, a robust market orientation positively impacts MSME performance, 

contingent upon the ability of players to leverage these resources as valuable assets that are hard for 

competitors to replicate. MSMEs that adeptly comprehend and respond to the market can enhance 

competitiveness, fulfill customer needs, and attain superior performance. A strong market orientation 

additionally empowers MSMEs to pinpoint growth prospects and make essential adaptations in a dynamic 

business environment. The findings of this research are in line with research conducted by Rahadhini and 

Lamidi (2020), Lorensa and Hidayah (2022) which states that market orientation has a positive and 

significant influence on the performance of MSMEs. 
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The test results for hypothesis 4 (H4) have a path coefficient value of 0.319 > 0 (positive) and a T statistic 

of 4.471 > 1.96 or a P-Value of 0.000 < 0.05, which means that innovation ability has a significant 

positive effect on MSME performance so that H2 acceptable. The F-Square (F2) value for H4 is 0.147, 

which means that the influence of innovation ability on MSME performance is in the low category. 

Innovation capability in MSMEs involves generating new ideas, creating products/services, and 

introducing processes to enhance operational efficiency. Proficient innovation can boost MSME 

performance by attracting customers, cutting production costs, and expanding into new markets. 

Competence in innovation management is crucial, encompassing the identification of opportunities, 

overseeing product development, and adapting to market changes. Applying RBV Theory, it's inferred 

that effective innovation capabilities significantly impact MSME performance, contingent on the MSMEs' 

ability to manage and optimize innovation resources as valuable, unique assets not easily replicated by 

competitors. The findings of this research are in line with research conducted by Tajvidi and Karami 

(2017), Ferreira and Coelho (2020), Muhlisin (2021), Sain (2021), Firdhaus and Akbar (2022) stating that 

innovation ability has a positive and significant effect on performance. MSMEs. 

 

CONCLUSION 
 

The research focuses on examining the impact of social media, branding ability, market  orientation, and 

innovation ability on the performance of Micro, Small, and Medium Enterprises  (MSMEs) in Pekanbaru 

City. The findings reveal a positive and significant correlation between these  factors and MSME 

performance. Social media serves as a valuable resource for communication, product  promotion, and 

brand building. Effective branding enhances MSMEs by increasing brand awareness,  customer loyalty, 

and added value. Furthermore, understanding and responding to the market positively  influences 

competitiveness, customer satisfaction, and overall performance. Innovation capabilities  contribute by 

creating appealing products, reducing costs, and facilitating market expansion.  

 

The theoretical implications of the research contribute to expanding knowledge about factors  influencing 

MSME performance. This knowledge can guide MSME practitioners in enhancing their  business 

performance and contribute to the development of related theories. For future researchers, the  study 

provides a foundation for exploring the roles of social media, branding capabilities, market  orientation, 

and innovation capabilities in the context of MSMEs.  

 

In practical terms, the research suggests that MSME players should prioritize increasing the use  of social 

media, developing branding capabilities, and fostering market orientation to meet customer  needs. 

However, it is important to acknowledge the research's limitations, as it focused solely on Fashion  

MSMEs in Pekanbaru City. Consequently, the results may not represent the overall condition of MSMEs  

or be widely applicable. The study also acknowledges the limited variables considered and recommends  

future research to include additional independent variables and expand the sample from diverse regions. 
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