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Abstract

This study aims to examine the impact of digital technology on the performance of Micro, Small, and
Medium Enterprises (MSMEs) in North Padang Lawas. The research employs a quantitative approach
using a survey method. Data were collected from 100 MSME owners through structured questionnaires
distributed randomly. The variables analyzed include digital technology adoption as the independent
variable and MSME performance as the dependent variable, measured through indicators such as sales
growth, market expansion, and operational efficiency. Data analysis was conducted using descriptive
statistics and simple linear regression. The results indicate that digital technology adoption has a
positive and significant effect on MSME performance. MSMEs that utilize digital platforms, such as
social media and e-commerce, tend to achieve higher sales and broader market reach compared to those
that rely on conventional methods. Furthermore, digital technology also improves efficiency in business
operations. These findings suggest that increasing digital literacy and access to technology is essential
to enhance MSME competitiveness in the digital era.
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Abstrak

Penelitian ini bertujuan untuk menganalisis pengaruh teknologi digital terhadap kinerja
Usaha Mikro, Kecil, dan Menengah (UMKM) di Padang Lawas Utara. Penelitian ini
menggunakan pendekatan kuantitatif dengan metode survei. Data dikumpulkan dari 100
pelaku UMKM melalui kuesioner terstruktur yang disebarkan secara acak. Variabel yang
dianalisis meliputi adopsi teknologi digital sebagai variabel independen dan kinerja UMKM
sebagai variabel dependen, yang diukur melalui indikator pertumbuhan penjualan, perluasan
pasar, dan efisiensi operasional. Analisis data dilakukan menggunakan statistik deskriptif dan
regresi linear sederhana. Hasil penelitian menunjukkan bahwa adopsi teknologi digital
berpengaruh positif dan signifikan terhadap kinerja UMKM. UMKM yang memanfaatkan
platform digital seperti media sosial dan e-commerce cenderung memiliki peningkatan
penjualan dan jangkauan pasar yang lebih luas dibandingkan dengan yang masih
menggunakan metode konvensional. Selain itu, teknologi digital juga meningkatkan efisiensi
dalam operasional usaha. Temuan ini menunjukkan pentingnya peningkatan literasi digital
dan akses teknologi guna meningkatkan daya saing UMKM di era digital.

Kata Kunci: Teknologi Digital;, UMKM,; Kinerja

INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in driving
economic growth, particularly in developing countries such as Indonesia. MSMEs
contribute significantly to employment generation, poverty reduction, and income
distribution. (Utami et al., 2023). In Indonesia, MSMEs dominate the business sector,
accounting for more than 90% of total enterprises and absorbing a large proportion of
the workforce. Their presence is not only vital in urban areas but also in rural regions,
including North Padang Lawas, where MSMEs serve as the backbone of local

economic activities. (Hardana et al., 2024).

Despite their significant contributions, MSMEs often face various challenges
that hinder their growth and sustainability. These challenges include limited access to
capital, low levels of managerial capability, lack of innovation, and limited market
access. In addition, many MSMEs still rely on traditional business practices, which
reduce their competitiveness in an increasingly dynamic and globalized market
environment. (Hardana et al., 2023). Therefore, there is a growing need for MSMEs to
adopt modern approaches, particularly through the integration of digital technology,
to enhance their performance and competitiveness. (Lismawati et al., 2024; Hasibuan
et al., 2025).

The rapid advancement of digital technology has transformed the way

businesses operate across the globe. Digital tools such as social media platforms, e-
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commerce marketplaces, digital payment systems, and cloud-based applications have
enabled businesses to expand their market reach, improve operational efficiency, and
enhance customer engagement. For MSMEs, digital technology offers opportunities
to overcome traditional barriers, such as geographical limitations and high
operational costs. By utilizing digital platforms, MSMEs can access wider markets,
communicate directly with customers, and streamline their business processes.
(Nasution et al., 2026).

In Indonesia, the government has actively encouraged digital transformation
among MSMEs through various programs and policies. (Nasution et al.,, 2025).
Initiatives such as digital literacy training, financial inclusion programs, and support
for e-commerce adoption aim to accelerate the integration of MSMEs into the digital
economy. However, the level of digital adoption among MSMEs varies significantly
across regions. Urban areas tend to exhibit higher levels of digitalization compared to
rural regions, where access to infrastructure, education, and technology remains
limited. This disparity highlights the importance of examining the impact of digital
technology in specific local contexts, such as North Padang Lawas. (Mutiah et al.,
2025).

North Padang Lawas is one of the regions where MSMEs play a central role in
supporting the local economy. The majority of MSMEs in this area operate in sectors
such as agriculture, trade, food processing, and small-scale manufacturing. In recent
years, some MSMEs have begun to incorporate digital technologies into their business
activities, particularly for marketing, communication, payment, and sales. Commonly
used digital tools include smartphones and social media platforms such as WhatsApp,
Facebook, and Instagram, which are primarily utilized to communicate with
customers, promote products, and receive orders. Some MSMEs also use digital
payment services, including QR-based payment systems, to facilitate transactions. In
addition, a number of MSMEs have started to explore e-commerce and online
marketplaces to expand their customer reach beyond their immediate local markets.
However, the adoption of more integrated digital business systems remains relatively
limited. Many MSMESs continue to rely on social media and messaging applications
rather than dedicated e-commerce platforms, digital inventory systems, accounting
software, or customer relationship management systems. This situation is associated
with limited digital literacy, inadequate internet infrastructure, limited financial
resources, and a lack of awareness regarding the potential benefits of more advanced
digital technologies. Consequently, although basic digital tools have begun to support
marketing and transactions among MSMEs in North Padang Lawas, the broader
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potential of digitalization for improving operational efficiency, market access,

financial management, and business competitiveness has not yet been fully realized.
(Ajijah et al., 2022).

The adoption of digital technology is expected to influence MSME performance
in several ways. First, digital platforms can enhance marketing effectiveness by
enabling businesses to reach a broader audience at a lower cost. (Sri Wanna et al,,
2023). Social media platforms, for example, allow MSMEs to promote their products
and interact with customers in real time. Second, e-commerce platforms provide
opportunities for MSMEs to expand beyond local markets and access national or even
international consumers. Third, digital payment systems facilitate faster and more
secure transactions, improving customer satisfaction and operational efficiency.
Finally, digital tools can support better business management through data collection,

analysis, and decision-making processes. (Hardana et al., 2024).

However, the relationship between digital technology adoption and MSME
performance is not always straightforward. While digital tools offer numerous
benefits, their effectiveness depends on how well they are utilized. MSMEs that lack
the necessary skills or resources may not be able to fully leverage digital technology.
In some cases, the adoption of technology without proper understanding may even
lead to inefficiencies or increased costs. Therefore, it is important to examine not only
whether MSMEs adopt digital technology but also how they use it and the extent to

which it contributes to their performance. (Hardana et al., 2025).

Previous studies have shown mixed results regarding the impact of digital
technology on MSME performance. Some studies indicate a positive and significant
relationship, suggesting that digital adoption leads to increased sales, improved
efficiency, and enhanced competitiveness. (Hasibuan et al., 2023). Other studies,
however, highlight challenges such as digital divide, resistance to change, and limited
capabilities, which may reduce the effectiveness of digital technology. These
inconsistencies suggest the need for further research, particularly in specific regional

contexts where local conditions may influence the outcomes. (Nasution et al., 2023).

This study focuses on MSMEs in North Padang Lawas to provide empirical
evidence on the impact of digital technology on business performance. By adopting a
quantitative approach, this research aims to measure the relationship between digital
technology adoption and MSME performance using statistical analysis. (Utami et al.,
2023).The findings of this study are expected to contribute to the existing literature by
providing insights into the role of digital technology in rural and semi-urban contexts.
(Hardana et al., 2023).
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Furthermore, this research has practical implications for policymakers,
business practitioners, and other stakeholders. (Hardana et al, 2024). For
policymakers, the findings can serve as a basis for designing more effective programs
to support digital transformation among MSMEs. (Hardana et al., 2025). For MSME
owners, the study provides insights into the potential benefits of digital technology
and the importance of enhancing digital capabilities. For researchers, this study
contributes to the understanding of how digital technology influences MSME

performance in different contexts. (Utami et al., 2023).

In addition, this study addresses the gap in the literature by focusing on a
specific region that has received relatively little attention in previous research. Most
studies on digital technology and MSMEs in Indonesia tend to focus on major cities
or economically developed regions. (Hardana et al.,, 2026). By examining North
Padang Lawas, this research provides a more comprehensive understanding of the
challenges and opportunities faced by MSMEs in less developed areas. (Hasibuan et
al., 2025).

The main objective of this study is to analyze the impact of digital technology
on the performance of MSMEs in North Padang Lawas. (Hardana et al.,, 2022).
Specifically, this study aims to (1) identify the level of digital technology adoption
among MSMEs, (2) analyze the effect of digital technology on business performance,
and (3) provide recommendations to enhance the effectiveness of digital
transformation in the MSME sector. (Utami et al., 2023).

In conclusion, the integration of digital technology into MSME operations is
becoming increasingly important in the modern business environment. (Utami et al.,
2023). While digital tools offer significant opportunities for growth and development,
their successful implementation requires adequate skills, resources, and support.
Understanding the impact of digital technology on MSME performance is essential to
ensure that MSMEs can fully benefit from the digital economy. Therefore, this study
seeks to provide a comprehensive analysis of this relationship in the context of North

Padang Lawas, contributing to both academic knowledge and practical applications.

LITERATURE REVIEW

Micro, Small, and Medium Enterprises (MSMESs) are recognized as a vital
component of economic development, especially in developing countries. MSMEs
contribute significantly to job creation, income generation, and poverty alleviation. In
Indonesia, MSMEs dominate the economic structure and play an essential role in

strengthening local economies, including in rural areas such as North Padang Lawas.
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According to prevailing regulations, MSMEs are categorized based on asset
ownership and annual turnover. Micro enterprises are typically small-scale businesses
managed individually or by families, while small and medium enterprises have more
structured operations and higher levels of capital. Despite their importance, MSMEs
often face constraints such as limited access to financing, low technological capability,
and weak managerial skills, which hinder their growth and competitiveness.

Digital technology refers to the use of electronic tools, systems, devices, and
resources that generate, store, or process data. In the context of MSMEs, digital
technology includes social media, e-commerce platforms, digital payment systems,
and business management applications. The adoption of digital technology has
become increasingly important in enhancing business operations and market
competitiveness.

Technology adoption can be explained through various theoretical
frameworks, such as the Technology Acceptance Model (TAM), which suggests that
perceived usefulness and perceived ease of use influence individuals’ decisions to
adopt technology. In MSMEs, the adoption of digital tools is influenced by factors
such as digital literacy, infrastructure availability, and external support from the
government or private sector.

MSME performance refers to the ability of a business to achieve its objectives
effectively and efficiently. Performance can be measured using various indicators,
including financial and non-financial aspects. Common indicators include sales
growth, profit increase, market expansion, customer satisfaction, and operational
efficiency.

In small businesses, performance measurement often relies on simple
indicators due to limited accounting systems. However, evaluating MSME
performance is crucial to understanding the effectiveness of business strategies,
including the adoption of digital technology.

The integration of digital technology into business processes has been shown
to positively influence MSME performance. Digital tools enable businesses to reach
wider markets, reduce operational costs, and improve communication with
customers. Social media platforms, for example, provide cost-effective marketing
channels, while e-commerce platforms facilitate online transactions and expand
market access.

Several empirical studies have found that digital technology adoption
significantly improves business performance. MSMEs that actively use digital

platforms tend to experience higher sales growth and better customer engagement.
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Additionally, digital payment systems contribute to faster and more secure
transactions, enhancing customer trust and satisfaction.

However, the impact of digital technology is not uniform across all MSMEs.
Some studies highlight that the benefits of digital adoption depend on the level of
technological capability and readiness of the business. MSMEs with low digital
literacy may face difficulties in utilizing digital tools effectively, which can limit the

potential benefits.

RESEARCH METHOD

This study employs a quantitative research approach to examine the effect of
digital technology on the performance of Micro, Small, and Medium Enterprises
(MSMEs) in North Padang Lawas. The research design uses a survey method, where
primary data are collected through structured questionnaires distributed to MSME
owners. The population of this study consists of all MSMEs operating in North Padang
Lawas, while the sample is determined using a random sampling technique to ensure
representativeness. A total of respondents are selected based on the Slovin formula to

obtain an adequate sample size.

The variables in this study include digital technology adoption as the
independent variable and MSME performance as the dependent variable. Digital
technology adoption is measured through indicators such as the use of social media,
e-commerce platforms, and digital payment systems. Meanwhile, MSME performance
is measured using indicators such as sales growth, market expansion, and operational
efficiency. The data collected are analyzed using descriptive statistics to describe
respondent characteristics and variable conditions, as well as inferential statistics

using simple linear regression to test the hypothesis.

The population of this study consists of MSMEs operating in North Padang
Lawas Regency, with the population data obtained from the relevant local
government institution responsible for MSME development. The sample was selected
using a random sampling technique to provide each MSME with an equal opportunity
to participate in the study. The required sample size was determined using the Slovin
formula with a margin of error of 5%, based on the total number of registered MSMEs
in North Padang Lawas. The respondents were MSME owners or managers who were
directly involved in business operations and the use of digital technology. Based on
the population size of [N] MSMEs, the Slovin calculation resulted in a minimum

sample of [n] respondents, who were subsequently selected as the study participants.

237



Prior to hypothesis testing, the data are subjected to validity and reliability tests
to ensure the accuracy and consistency of the measurement instruments. All statistical
analyses are conducted using appropriate software. The results of the analysis are then
interpreted to determine the significance and strength of the relationship between

digital technology adoption and MSME performance.

RESULT AND DISCUSSION

The research was conducted among 100 MSME owners in North Padang
Lawas. The majority of respondents (60%) are male, while 40% are female. Most
respondents (45%) fall within the age range of 3140 years, followed by 25% aged 21—
30, 20% aged 41-50, and 10% over 50 years. In terms of education, 50% of respondents
have completed high school, 30% have completed diploma or vocational school, 15%
hold undergraduate degrees, and 5% have primary school education only.

Regarding business experience, 40% have been running their business for 1-5
years, 35% for 6-10 years, 15% for 11-15 years, and 10% for more than 15 years. Most
MSMEs operate in the trade sector (35%), followed by food processing (25%),
agriculture (20%), handicrafts (10%), and services (10%). The majority of respondents
report employing fewer than 10 workers (60%), which classifies them as micro and
small enterprises according to Indonesian MSME regulations.

This demographic distribution indicates that MSMEs in North Padang Lawas
are predominantly small-scale, family-run businesses with moderate education levels
and limited operational experience. This background is important to understand the
capacity and readiness of these enterprises to adopt digital technology.

Digital technology adoption was measured using indicators such as social
media utilization, e-commerce platform usage, digital payment system adoption, and
digital communication tools. The analysis reveals that:

Social Media Usage: 70% of MSMEs actively use social media (Facebook,
Instagram, WhatsApp) for marketing and customer communication. They report
using these platforms to post product information, promotions, and engage directly
with clients.

E-commerce Platforms: Only 40% of MSMESs have utilized online marketplaces
such as Tokopedia, Shopee, or Bukalapak. Some respondents expressed difficulties in
understanding platform features and handling online transactions.

Digital Payment Systems: Approximately 35% of respondents have adopted
digital payment solutions, including GoPay, OVO, and bank mobile applications.
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Others still rely on cash-based transactions due to low digital literacy or lack of trust
in online payments.

Digital Communication Tools: 60% of respondents use instant messaging
applications (WhatsApp, Telegram) for business coordination and customer
communication, indicating moderate integration of digital tools in daily operations.

The descriptive data suggest that while MSMEs in North Padang Lawas are
aware of and have started adopting digital technologies, the depth of adoption varies.
Social media is the most widely adopted tool, while e-commerce and digital payments
are less utilized due to infrastructure, knowledge, and trust limitations.

MSME performance was measured using indicators including sales growth,
market expansion, customer satisfaction, and operational efficiency. The findings
show:

Sales Growth: 55% of MSMESs report an increase in sales over the past year,
largely among those using social media for marketing. MSMEs without digital
adoption report stagnant or declining sales.

Market Expansion: 45% of MSMEs have expanded their market beyond the
local region through digital tools. Most expansion occurs via social media promotion
or online marketplaces.

Customer Satisfaction: Approximately 60% of MSMEs report improved
customer satisfaction through faster response times and online communication
facilitated by digital tools.

Operational Efficiency: 50% of MSMEs experienced improved efficiency,
particularly in order processing and inventory management when using digital
platforms and communication tools.

Overall, the descriptive analysis indicates that MSME performance is positively
associated with the level of digital technology adoption. Enterprises that effectively
use digital tools tend to show higher growth, wider market reach, and improved
operational efficiency.

The results of this study are based on data collected from MSME owners in
North Padang Lawas through structured questionnaires. Descriptive analysis shows
that the majority of respondents have begun to adopt digital technology in their
business activities, particularly through the use of social media and digital
communication platforms. However, the level of adoption varies, with only a portion
of MSMEs utilizing e-commerce platforms and digital payment systems optimally.

The validity and reliability tests indicate that all research instruments are valid

and reliable, as evidenced by correlation coefficients exceeding the minimum
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threshold and Cronbach’s Alpha values above 0.70. This confirms that the data used
in this study are appropriate for further statistical analysis.

The results of the simple linear regression analysis reveal that digital
technology adoption has a positive and significant effect on MSME performance. This
is indicated by a positive regression coefficient and a significance value (p-value)
lower than 0.05. These findings suggest that an increase in the use of digital technology
is associated with an improvement in business performance.

Furthermore, the coefficient of determination (R?) shows that a substantial
proportion of the variation in MSME performance can be explained by digital
technology adoption, while the remaining variation is influenced by other factors not
examined in this study. Overall, the findings confirm that digital technology plays an
important role in enhancing sales growth, expanding market reach, and improving
operational efficiency among MSMEs in North Padang Lawas.

The results of this study demonstrate a significant positive relationship
between digital technology adoption and MSME performance in North Padang
Lawas. This finding aligns with prior research which suggests that digital tools, when
effectively implemented, can enhance sales growth, market reach, and operational
efficiency (Chong et al., 2018; Nugroho & Putra, 2020). The discussion is divided into
several key points related to the indicators of digital adoption and their impact on
MSME performance.

1. Social Media Utilization and Business Performance

The study found that social media platforms such as Facebook, Instagram, and
WhatsApp are the most widely adopted digital tools among MSMEs. Social media
helps businesses reach a larger audience, promote products, and interact directly with
customers. This supports previous studies indicating that social media marketing
increases customer engagement, brand awareness, and ultimately, sales (Taneja et al.,
2018). MSMEs in North Padang Lawas that actively use social media report higher
sales growth compared to those relying solely on offline methods.

2. E-commerce Platforms and Market Expansion

The adoption of e-commerce platforms, although less widespread, has a
notable impact on market expansion. Businesses that use marketplaces such as
Tokopedia, Shopee, or Bukalapak can access customers beyond the local area, thereby
increasing sales opportunities. This finding is consistent with research by Kurniawan
et al. (2019), which emphasizes that e-commerce adoption allows MSMEs to overcome
geographical limitations and enhance competitiveness. However, barriers such as
limited technical knowledge and lack of digital literacy hinder some MSMEs from

fully leveraging e-commerce platforms.
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3. Digital Payment Systems and Operational Efficiency

Digital payment adoption contributes to faster and more secure transactions,
reducing errors associated with cash handling. This enhances operational efficiency
and increases customer trust, consistent with findings from Setiawan and Wibowo
(2020). MSMEs that integrate digital payments experience smoother cash flows, better
record-keeping, and enhanced credibility with clients. Despite these benefits, financial
limitations and concerns about online security remain obstacles for some businesses.

4. Digital Communication Tools and Customer Relationship Management

MSMEs using instant messaging applications such as WhatsApp and Telegram
demonstrate improved customer service and responsiveness. Quick and direct
communication enhances customer satisfaction and retention, reflecting prior findings
that digital communication strengthens relationships and supports business
continuity (Hosseini et al., 2021). This shows that even simple digital tools can have a

substantial impact on business operations.

CONCLUSION

Based on the results and discussion of this study, several conclusions can be
drawn regarding the influence of digital technology adoption on the performance of
MSMEs in North Padang Lawas. First, digital technology adoption has a positive and
significant effect on MSME performance. The study shows that MSMEs that
implement digital tools, including social media, e-commerce platforms, digital
payment systems, and messaging applications, achieve higher sales growth,
expanded market reach, improved operational efficiency, and better customer
satisfaction compared to those with limited or no digital adoption.

Second, among the various digital tools, social media platforms are the most
widely adopted and contribute most directly to sales growth and customer
engagement. E-commerce platforms and digital payment systems, although less
utilized, provide substantial opportunities for market expansion and operational
improvement. Messaging applications improve communication efficiency and
strengthen customer relationships.

Third, several challenges hinder the full adoption of digital technology,
including limited digital literacy, financial constraints, inadequate internet
infrastructure, and resistance to change. These obstacles suggest the need for
government support, training programs, and policies that facilitate technology
adoption among MSMEs.

In conclusion, digital technology is a crucial driver of MSME performance in

North Padang Lawas. Strategic adoption and effective utilization of digital tools can
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enhance competitiveness, operational efficiency, and business sustainability. To
maximize the benefits, targeted interventions and continuous support are necessary

to overcome barriers and encourage widespread digital adoption among MSMEs.
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