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This study aims to analyse the relationship between e-commerce and 
the business sustainability of the supply chain, as well as digital mar-
keting variables and the business sustainability of the supply chain. 
The method used in this study is an associative strategy: business sus-
tainability and financial performance, Digital banking and the finan-
cial performance of SMEs. The research method used in this study is 
a quantitative approach. This study uses a purposive sampling tech-
nique because sampling is carried out with specific considerations or 
criteria that must be met. The data collection method in this study was 
carried out by distributing questionnaires online through social media. 
Respondents in this study were 668 SME owners in Indonesia. The 
scale used to measure is a scale with an interval of 1 - 5, from strong-
ly disagree to agree strongly. The data collection technique in this 
study uses a questionnaire by providing several written statements 
addressed to respondents, which will then be answered. Structural 
equation modelling is often called Partial Squares Structural Equation 
Modeling (PLS-SEM) with SmartPLS version 3.0. The results of this 
study show that the E-Commerce variable has a positive effect on the 
business sustainability of the supply chain, and digital marketing has a 
positive impact on the business sustainability of the supply chain. The 
supply chain of business sustainability has a positive and significant 
relationship to financial performance. Digital banking has a positive 
and significant relationship with the financial performance of SMEs.
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1. INTRODUCTION
Small and medium enterprises (SMEs) significantly affect Indonesia’s economic development. 
With the development of SMEs in Indonesia, it has absorbed more than 119 million workers. 
From these data, 97% of the total national workforce is in the SME sector. The role of SMEs 
is so large that it must be supported so that SMEs can grow and develop and answer economic 
problems in Indonesia (Gao, 2023). The role of the government is also very large in the de-
velopment of SMEs by strengthening and encouraging their growth. One way to support and 
enhance the SME sector is by improving the financial performance of the SMEs.SME financial 
performance is a picture of how well a small and medium enterprise (SME) manages its finan-
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cial resources to achieve its business goals. This financial performance covers various aspects, 
such as profitability, liquidity, operational efficiency, and solvency, which will be reported in the 
form of financial reports that are prepared systematically. Optimal SME financial performance 
is achieved by increasing profit growth every year. It is known that for SME financial perfor-
mance to achieve optimal results, it is undoubtedly influenced by the financial management 
capabilities of the SME actors. One way to improve financial management capabilities is by 
implementing financial literacy. 
Financial performance is the periodic determination of an organisation’s and its employees’ 
operational effectiveness based on previously set targets, standards, and criteria (Nugroho et al., 
2024). Financial performance is a condition that reflects the financial condition of a company 
based on previously set targets, standards, and criteria. Financial performance is one of the most 
important issues to be studied in public sector organisations, including government. Since the 
implementation of performance-based budgeting, all governments have been required to pro-
duce good financial performance by paying attention to effectiveness, efficiency, and economy 
(Prajapati et al., 2022). In the digital era of 5.0, internet technology has been increasingly uti-
lised by various organisations, especially SMEs. Business activities using internet technology 
are an innovative way to carry out company activities to enter the virtual world market, known 
as electronic business (e-business) and electronic commerce (e-commerce). By utilising internet 
technology, SMEs can carry out various business activities electronically, such as business trans-
actions and sharing information with consumers and suppliers to maintain relationships before, 
during and after the purchasing process. Marketing in the early 21st century began to change 
little by little, and development activities in the technology sector supported this event. The more 
advanced technology in the world, the easier it is to access any needs that are already available 
on social media, including shopping for daily needs. The technology that has been provided will 
make it easier for us to make innovations, including shopping online through various applica-
tions that are already available, which we usually call e-commerce (Purba et al., 2021).  
There is now quite a lot of social media, including Facebook, WhatsApp, and Instagram. Face-
book has become very popular for promoting products from a business (Gyenge et al., 2021). 
The Ministry of Communication and Informatics (Kemenkominfo) said that internet users were 
recorded at 63 million people, with 95% using the Internet to access social media: WhatsApp, 
TikTok, YouTube, Instagram and Facebook. E-commerce will be the main driver of the digital 
economy in Indonesia in 2021. This is reflected in e-commerce transactions, with the number 
of e-commerce users in 2022 reaching 145 million users and 2021 reaching 193 million users, 
and it can be projected that in 2024, it will reach 276.2 million users or 75.3% of the total mar-
ket population (Febransyah et al., 2022). The use of social media platforms in Indonesia has 
grown significantly. Anand Tilak, Head of Facebook Indonesia, revealed that active Facebook 
users in Indonesia reach 69 million users each month. The most important thing is how to use 
social media to promote or introduce products offered to consumers. Social media is a new phe-
nomenon that has changed the way the business environment operates. Through social media, 
businesses gain access to resources that are otherwise unavailable to business owners [6]. It also 
helps companies increase their viability, foster strategic partnerships, and increase their contact 
with customers and suppliers. Business owners and marketers need to understand how social 
media works as a communication and marketing tool and how they can significantly grow their 
business (Gyenge et al., 2021).  
E-commerce is the process of buying, selling, transferring, or exchanging products, services or 
information through computer networks, including the Internet. E-commerce allows companies 
to expand their business reach. As previously mentioned, e-commerce can be a great oppor-
tunity for SMEs to market and develop their businesses. E-commerce provides an alternative 
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trading system that is increasingly in demand, along with the development of information and 
communication technology. In recent years, e-commerce has experienced a significant increase. 
E-commerce provides a broad overview of technology, processes, and practices that can be car-
ried out without using paper as a means of transaction. E-commerce has had a major influence 
on today’s society’s social and economic growth (Rao et al., 2021). To compete and maintain 
their existence in a very competitive business world, SMEs should utilise the Accounting Infor-
mation System and E-Commerce as a means and capital to compete with large companies that 
exist today to improve SMEs’ performance. 
Digital Banking Services are more focused on meeting customer needs by maximising the 
benefits of Digital Technology through Software. Customers can also use digital banking ser-
vices anytime and anywhere, reducing face-to-face contact with bank officers. In other words, 
customers are no longer required to make financial transactions at bank branches (Ren et al., 
2024). The purpose of digital banking is to encourage operational efficiency and the quality of 
banking services provided to customers. Customer satisfaction with banking services is pro-
jected to increase transactions through banks, which means that banking profitability will grow 
along with transaction growth. Increasing financial literacy can have an impact on improving 
the financial performance of SMEs. Implementing Accounting Information Systems (AIS) has 
an essential impact on the success of SMEs’ financial performance. Accounting information in 
financial reports is the basic capital for SMEs to make decisions in SME management: market 
expansion decisions, price expansion decisions related to creditors (financial institutions/banks) 
and the government (Adam et al., 2020). Financial literacy and the use of accounting infor-
mation systems supported by the implementation of digital banking will improve the financial 
performance of SMEs. Through the financial literacy index, SME actors can determine the level 
of knowledge, trust, and skills of the community toward financial institutions. In this regard, the 
implementation of accounting information systems also has an essential impact on improving 
the financial performance of SMEs.The digitalisation capabilities of various computers, appli-
cations, operating systems, and networks allow for the exchange of information through mean-
ingful and effective methods. There is a need to develop digital banking for all types of online 
banking transactions at this time to make it easier for consumers/customers to use their services 
with one touch using their gadgets/smartphones (He et al., 2022). This provides convenience 
and speed of various banking services that facilitate SME transactions. The results of this study 
have an impact on SMEs, namely encouraging SMEs to use the E-Commerce platform to im-
prove SME performance and profits, encouraging SMEs to use the Digital Banking platform to 
improve their financial performance to be safer and more effective and encouraging SMEs to 
use digital marketing to improve sales performance and increase their competitiveness.

2. LITERATURE REVIEW

2. 1. DIGITAL MARKETING

Digital marketing is one of the efforts to market products. The use of technology in every pro-
cess is a characteristic of digital marketing. This has been proven to increase the selling power 
of products, especially from SMEs. Research shows that the use of social media can boost sales 
of SME craft products (Ren et al., 2024). Digital marketing by utilising WhatsApp (WA), Insta-
gram (IG), Facebook (FB) and other social media can significantly increase income (Juliana et 
al., 2024). These media make it easier for them to market the products they produce. Research 
has shown that digital marketing management has an impact on increasing start-up business 
income (Adam et al., 2020). However, what is often a problem is that they need help under-
standing how to create good content. In addition, the response to the content provided needs to 
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be improved. This cannot be separated from the literacy of MSME actors regarding the digital 
world itself. The same thing was also expressed) In his research, he revealed differences in the 
profile of a demographic of social media users. So, a digital marketing communication strategy 
is needed so as not to miss the target (Munizu et al., 2024). It is somewhat different from what 
has been studied, which emphasises that there is still a mix in marketing even though digital 
media has been used. The Marketing Mix cannot be separated because marketing in a main-
stream way is too common (Iyer et al., 2004).

2. 2. E-COMMERCE 

E-commerce describes the process of buying, selling, transferring or exchanging products, ser-
vices or information through computer networks, including the Internet. E-commerce is the use 
of digital technology and the Internet to run the main business processes (Muduli et al., 2022). 
E-commerce is the process of buying and selling goods/services electronically, and it involves 
transactions using the Internet, networks, and other digital technologies. E-commerce, as stated 
by economic experts, can be concluded as online shopping with the Internet, and in paying for 
the shopping, money is transferred digitally. Based on a review of the definition of e-commerce 
from 4 perspectives, the communication perspective is the activity of sending goods, informa-
tion, services and so on through electronic equipment that has internet access (Wahyuningjati 
& Purwanto, 2024). As stated by Loudon, E-commerce is a buying and selling activity carried 
out by buyers and sellers electronically from one company to another. E-commerce Many busi-
nesses use or are based on digital networks called electronic business and electronic commerce 
today. Electronic business (electronic business or e-business) is a business process that utilises 
digital technology and the Internet in its main operations (Sun et al., 2021). E-business includes 
internal management activities of a company as well as coordination activities with suppliers 
and other business partners (Adam et al., 2020). E-commerce (electronic commerce) is part of 
e-business (electronic business) that is related to the buying and selling of goods/services via 
the Internet. E-commerce also includes activities that support these transactions, such as adver-
tising, marketing, customer support, security, shipping, and payment. E-commerce will change 
all marketing activities and also reduce operational costs for trading activities. E-commerce is 
a term used or often heard in connection with the Internet today. In short, e-commerce is a dy-
namic collection of technologies, applications, and business processes that connect businesses, 
consumers, and certain communities. An e-commerce sales system is the process of buying and 
selling products or services to increase business profits and using a computer network or the 
Internet for transactions, be it marketing, development, payment or distribution (Muduli et al., 
2022). The relationship between the e-commerce sales system and financial performance is that 
with the convenience brought by this technology, the sales process becomes more efficient so 
that consumer interest in buying products or services offered by the company can be encour-
aged. When sales increase, it affects the profits generated.

2. 3. SUSTAINABILITY OF SUPPLY CHAIN BUSINESS

Sustainability of the supply chain is defined as a form of verb that describes a state or condition 
that is ongoing and continuing, is a process that occurs and eventually leads to the existence 
or resilience of a state (Praditya et al., 2024). The sustainability of a supply chain business is a 
form of consistency in business conditions, where sustainability is the process of ongoing busi-
ness and business development, and all of this leads to the sustainability and existence (resil-
ience) of the business. Business sustainability is a state or condition of a business in which there 
are ways to maintain, develop, and protect resources and meet the needs that exist in an industry 
(business) (Oláh et al., 2018). The methods used are based on the personal experience of other 
people and are based on the economic conditions or circumstances that are currently occurring 
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in the business world, so business continuity is a form of consistency of business conditions, 
where business continuity includes growth, development, strategies to maintain business con-
tinuity and business development, where all of this leads to business continuity and existence 
(resilience) (Mechman et al., 2022).  
Supply chain business sustainability can be interpreted as the total effort of a company to reduce 
the impact on the life of the earth and the ecosystem (Puška et al., 2023). At the same time, cor-
porate sustainability can be interpreted as the adoption of business strategies and activities that 
meet the needs of the company and stakeholders while protecting, maintaining, and improving 
human and natural resources that will be needed in the future. Therefore, it can be concluded 
that a company needs to think about the sustainability of its business processes by considering 
and aligning the use of available resource aspects, both physical resources, materials, and hu-
man resources, and, of course, supported by the use of effective and efficient technology. The 
implementation of business sustainability applied by the company aims to make the company 
always sensitive to changes in compiling a series of strategies (Sheikh et al., 2018). It is hoped 
that the strategy set by the company will be able to overcome various obstacles and challenges 
that will be faced in the future. This statement shows that many companies have paid attention 
to their corporate sustainability performance (Xu et al., 2023). Corporate sustainability in ques-
tion is a business approach taken by the company so that it can create long-term consumer and 
employee interests that create a green strategy, namely a business strategy that not only prior-
itises profit but also how the business can run in its social, cultural and economic environment 
simultaneously (Shukla et al., 2023). Environmental performance is a mechanism for compa-
nies to voluntarily integrate environmental concerns into their operations and interactions with 
stakeholders beyond the organisation’s legal responsibilities (Mechman et al., 2022). Envi-
ronmental performance is the measurable outcome of an environmental management system, 
which is related to the control of its environmental aspects (Kuzmak & Kuzmak, 2023). Some 
businesses can survive, but not a few of them eventually have to accept their fate to close down. 
In addition to business competition, business development is also needed to create competitive 
advantages over competitors. In addition to surviving with competitive advantages, product 
marketing strategies must also receive attention. By implementing various strategies, the sus-
tainability of these micro and medium businesses can survive the storm of the pandemic (San 
Miguel et al.,2023). 

2. 4. DIGITAL BANKING

Digital banking is described as an electronic banking service that is intended to make maxi-
mum use of customer data to provide faster, easier and more customised customer service  (Lin 
et al., 2024). This service can also be done by the customers themselves, as long as security 
considerations are considered. This provides an opportunity for prospective customers and/or 
Bank customers to communicate, register, open accounts, complete banking transactions, close 
accounts, obtain additional information and conduct transactions that are not related to banking 
products, such as investments, financial advisors, e-commerce, and other Bank customer needs. 
Adequate infrastructure is needed for strategic planning that results in digital banking services 
(Jallouli et al., 2022). This includes adjusting information technology, business models, busi-
ness processes, internal controls, risk management, and human resources to support information 
collection, communication, opening and closing accounts, as well as the convenience, security 
and dependability of digital banking services (Lusianty et al., 2023). The first digital banking 
innovation was in the form of an ATM (Automated Teller Machine). Digital banking service 
innovations consist of machines (Topić – Pavković, 2024). Through this digital banking service 
innovation, customers do not have to go to the bank or bank branch office to access their bank 
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accounts because all banking facilities can now be easily accessed anywhere and anytime. 
Mobile banking is the first step in the transformation of banks into financial service provid-
ers. In this situation, the role of banks is more than just storing and distributing money. Banks 
will operate as financial service providers in the future to handle their customers’ accounts. 
This includes bill payments and also retirement planning (Wang et al., 2018). These services 
are individual and tailored to consumer needs. Banking services are provided through mobile 
communications, such as mobile phones, that provide services identical to ATMs except for 
cash withdrawals. Furthermore, m-banking is a banking facility that can be accessed via mobile 
phones. This service is similar to Internet banking because it eliminates the need for customers 
to visit the bank by allowing them to carry out banking transactions through the use of mobile 
phones or smartphones (Chen et al., 2021). 

2. 5. FINANCIAL PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES 
(SMES)

Financial skills refer to the results achieved or demonstrated (Mastilo et al., 2024). Financial 
skills are the procedures carried out and the results achieved when an organisation provides 
services and goods to its customers. In this observation, the financial skills of SMEs are as-
sessed from the amount of assets, turnover, and operating profit generated by SMEs during a 
certain period. Assets are assets (resources) owned by an entity that can be measured using a 
classification system based on monetary units and the speed of their conversion into cash units 
(Zhong et al., 2020). In contrast, performance elements refer to direct performance testing in 
the form of success factors and key performance elements. Describes the results of performance 
assessments that can be done by comparing performance and goal achievement. Assessing per-
formance by assessing the organisation’s progress and the quality of its decisions, providing 
an overview of the organisation’s level of success or results, and assessing the next steps the 
organisation will take (Barykin et al., 2021). The performance of SMEs is analysed using an 
approach based on the following three assumptions, namely: It is often difficult to measure the 
performance of small and medium enterprises quantitatively due to limited resources (financial 
and human resources), Performance measurement usually takes into account complex financial 
indicators, which do not fully reflect the actual state of the Company, Performance measures 
that are often used are only suitable for large companies with relatively structured corporate 
management (Mucowska et al., 2021). Measuring the performance of SMEs is often difficult to 
do quantitatively due to limited resources (financial understanding and workforce). Financial 
performance can be assessed through indicators such as profitability, return on assets, liquidity, 
solvency and sales growth, all of which can be taken from the financial side of the report and/
or report, showing the results of the financial characteristics of an SME are annual sales, annual 
profit, net assets and number of employees.

2. 6. RELATIONSHIP BETWEEN E-COMMERCE AND BUSINESS 
SUSTAINABILITY SUPPLY CHAIN

The advancement of Information Technology needs to be utilised by Small and Medium En-
terprises (SMEs) to develop their business through e-commerce because the opportunities are 
wide open and technically easy to run. (Barykin et al., 2021) Said in a conversation with Busi-
ness News. E-commerce can be interpreted as a process of buying or selling products elec-
tronically carried out by consumers to companies or consumers to consumers with the help of 
computer equipment and the Internet (Zhong et al., 2020). One of the keys to becoming the 
largest marketplace is in terms of service and guarantees of sales transactions (Amornkitvikai 
et al., 2022). This is in line with what has been expressed, which is that the services provided 
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by the marketplace can increase consumer confidence in using it. Meanwhile, responding to the 
use of the marketplace as a means of buying and selling is a manifestation or implementation of 
the Industrial Revolution 4.0 (Emon et al., 2023). 

H1: E-commerce has a positive effect on the Business sustainability of the supply chain.

2. 7. RELATIONSHIP BETWEEN DIGITAL MARKETING AND BUSINESS 
SUSTAINABILITY SUPPLY CHAIN

Digital marketing adoption is a determining factor for MSMEs’ sustainability; other factors can 
make SMEs sustainable, such as collaborating with other SMEs or making costs more efficient 
in other ways. Besides digital marketing adoption, the higher the application of electronic sys-
tems that are easy to use in the use of digital marketing does not make SMEs more efficient in 
using costs sustainably and the higher the application of electronics does not make SMEs work 
together with other SMEs (Zhong et al., 2020). Digital marketing adoption does not positively 
affect sustainability because of the low completeness and accuracy of the information provided 
by SMEs in their systems (Ambarwati et al., 2024). The results of the study (Emon et al., 2023) 
show that digital marketing adoption has a positive effect on the sustainability of a business. 
Digital marketing through social media is one of the doors to expanding potential customers. 
Research shows that the use of digital marketing media can increase customer loyalty. The abil-
ity of MSMEs to survive during this pandemic is supported by good financial management and 
adaptation strategies. The adaptation carried out by SME actors is related to the use of digital 
marketing facilities to increase awareness. The digital marketing used in this case is social me-
dia. Of the 50% of SME business actors who were able to recover, almost all of them adapted 
to digital strategies (Mucowska et al., 2021). This change concerns the methods of selling, 
promotion, distribution, supply chains, and others. If, in normal times, business actors can do it 
offline, then this can no longer be done during a pandemic. Business actors change everything 
online, from promotion to sales methods (Amornkitvikai et al., 2022).

H2: Digital marketing has a positive effect on Business sustainability supply chain

2. 8. RELATIONSHIP BETWEEN BUSINESS SUSTAINABILITY SUPPLY 
CHAIN AND FINANCIAL PERFORMANCE 

The results of the data analysis in this study prove that the Business sustainability supply chain 
has a positive and significant effect on financial performance. This indicates that with a better 
Business sustainability supply chain, the financial performance of existing SMEs can be im-
proved (Gao, 2023). Good financial literacy helps SME owners manage cash flow more effec-
tively. SME actors can predict cash needs, manage receivables and payables well, and ensure 
that the business has sufficient liquidity to meet short-term obligations. The results of this study 
are in line with research) which proves that financial literacy has a positive and significant effect 
on SMEs (Nugroho et al., 2024). The results of this study prove that the Business sustainabil-
ity supply chain has a positive and significant effect on SME financial performance. Business 
sustainability supply chain has brought significant changes in various aspects of economic life, 
including the financial performance of Small and Medium Enterprises (SMEs). The business 
sustainability supply chain has opened new doors for SMEs to obtain financing through online 
loan platforms (peer-to-peer lending) and crowdfunding (Gyenge et al., 2021). This certainly 
helps SMEs in financing or capital obtained to develop SMEs to be more advanced. The results 
of this study are in line with research that proves that the Business sustainability supply chain 
has a positive and significant effect on SME performance.
H3: Business sustainability supply chain has a positive relationship to financial performance
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2. 9. RELATIONSHIP BETWEEN DIGITAL BANKING AND FINANCIAL 
PERFORMANCE

Digital Banking is a form of banking with the transfer of banking services to the Internet that 
uses accounting insight and knowledge, computer science, various types of online banking 
applications to exchange information in a useful way and the use of smartphones owned by 
the application of internet technology that can be used anytime and anywhere (Gao, 2023). 
This is certainly also related to the financial literacy of MSME business actors because, with 
good knowledge, they can work more easily. The financial literacy obtained will provide a pro-
grammed learning experience in the form of formal, non-formal, and informal education that 
aims to improve the ability of MSME actors to be useful and play their role well in their busi-
ness fields. Of course, this is related to the financial performance of MSME businesses because 
it helps MSME actors to keep their businesses stable. Digital Banking offers convenience and 
speed of various banking services to customers (MSME actors), which greatly helps MSME 
businesses  (Purba et al., 2021). The services that have moved include (a) saving, withdrawing, 
and sending money; (b) account management; (c) loan requests; (d) bill payments; and others. 
This means that SMEs can open accounts without going to the bank because the service can be 
accessed via the Internet. So, there is no special office for the bank  (Al Mashalah et al., 2022). 
SMEs do not need to bother accessing their accounts. The use of digital banking has been prov-
en to have an impact on increasing SME business turnover. The use of various digital banking 
is also related to the implementation of AIS because banking services via the Internet require 
good recording and administration supported by a good accounting information system (Al 
Mashalah et al., 2022). Therefore, fast ordering of goods and services requires assistance from 
various aspects, including the use of a good, capable and fast accounting information system 
in responding to consumer responses; of course, this will affect the financial performance of 
SME businesses, namely related to the level of SME business ability to generate profits. This 
will also trigger an increase in the number of consumers and an increase in business sales ev-
ery month, and there will be an increase in profits and business profits every month (Gyenge 
et al., 2021). In addition, monthly profit income and the level of profit obtained each month 
have increased and experienced growth from the previous year. Based on the description, the 
hypothesis proposed is:

H4: Digital banking has a positive and significant relationship with financial performance and 
the financial performance of SMEs.

3. METHOD
The method used in this study is an associative strategy. An associative strategy is a research 
strategy used to determine the relationship between two or more variables. The research method 
used in this study is a quantitative approach. This study uses a purposive sampling technique 
because sampling is carried out with certain considerations or criteria that must be met. The data 
collection method in this study was carried out by distributing questionnaires online through so-
cial media. Respondents in this study were 668 MSME owners in Indonesia. The scale used to 
measure is a scale with an interval of 1 - 5, from strongly disagree to strongly agree. In measur-
ing respondents’ answers, filling out the questionnaire was measured using a Likert scale. State-
ments are given a score of 1 for strongly disagree answers, a score of 2 for disagree answers, 
a score of 3 for doubtful answers, a score of 4 for agree answers, and a score of 5 for strongly 
agree answers. The data collection technique in this study uses a questionnaire by providing 
several written statements addressed to respondents, which will then be answered. Structural 
equation modelling is often called Partial Squares Structural Equation Modeling (PLS-SEM) 
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with SmartPLS version 3.0. Hypothesis testing can be seen from the t-statistic value and prob-
ability value. For hypothesis testing, namely by using statistical values, then for alpha 5%, the 
t-statistic value used is 1.96. So, the criteria for accepting or rejecting the hypothesis are that Ha 
is accepted, and H0 is rejected if the t-statistic is> 1.96. To reject or accept the hypothesis using 
probability, Ha is accepted if the p-value < 0.05. The variables in this study are independent 
variables, namely E-commerce, digital marketing and digital banking, the dependent variables 
are supply chain business sustainability and financial performance.
Based on the study of previous theories and research, the research hypothesis was formulated 
in Fig 1, namely:

H1: E-commerce has a positive effect on the  supply chain business sustainability 
H2: Digital marketing has a positive effect on supply chain business sustainability
H3: Business sustainability supply chain has a positive  relationship to financial performance
H4: Digital banking has a positive relationship with the financial performance of SMEs.

4. RESULT AND DISCUSSION
The analysis technique used in this study is Path Analysis with the help of SmartPLS 3.0 soft-
ware. The PLS method is used because it does not require a large sample, and the purpose of 
prediction where using the PLS approach is assumed that all variance measures are useful to 
explain Data analysis using SmartPLS software is carried out in two stages namely the mea-
surement model and the structural model are shown in figure 1.

Figure 1. Research Model

Source: SmartPLS Analysis by Author, 2024

4. 1. CONVERGENT VALIDITY TEST
The factor loading number owned by the latent variable against its indicator functions to deter-
mine the validity of a construct. Based on the theory of the indicator factor, a loading value ≥ 
0.7 is called valid. However, in developing the model, the agreement on the factor loading value 
between 0.5 - 0.6 can still be tolerated. In this study, a limit of 0.5 was used, so indicators with 
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factor loading values ​​above 0.5 were declared valid. It can be seen in Fig 2 from the validity test 
at this stage that all items and factor loading values ​​​​are all above 0.5, So they are declared valid.

Figure 2. Validity testing

Source: SmartPLS Analysis by Author, 2024

4. 2. RELIABILITY TEST
The test is used to measure stable or constant measurement results and can be relied on/reliable. 
This indicates that a person’s answer to the question is consistent or stable based on several 
tests through the internal consistency method, the composite reliability feature, and Cronbach’s 
Alpha coefficient. The values ​​used to obtain reliability consist of Cronbach’s Alpha and Com-
posite Reliability, which must exceed 0.70 for confirmatory research, and a value of 0.60 - 0.70 
is still acceptable for exploratory research. The results of this test are as are shown in table  
1.follows:

Table 1. Reliability Test

Variables Cronbach’s Alpha Composite Reliability
E-Commerce  0.706 0.703
Digital Marketing 0.732 0.732
Supply chain business sustainability 0.714 0.703
Financial performance 0.712 0.718
Digital banking 0.745 0.767

Source: SmartPLS Analysis by Author, 2024

The conclusion of the data processing shows satisfactory numbers in Table 1; all variables are 
above the threshold of 0.70, indicating high consistency and stability of the instruments used. 
It is concluded that all constructs of this study have become fit measuring instruments and have 
good reliability.
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4. 3. AVERAGE VARIANCE EXTRACTED (AVE) TEST

It shows how much variance in the diversity of manifest variables is owned by the latent con-
struct, and a standard figure of 0.5 means good convergent validity, which can also be interpret-
ed as an average above the indicator variant. The number 0.50 or above is the standard value of 
the variable AVE. The results of the research data processing show that all variables have good 
construct validity, as shown in Table 2.

Table 2. Average Variance Extracted (AVE) Test

Variables Average Variance Extracted (AVE) Test
E-Commerce  0.798
Digital Marketing 0.703
Supply chain business sustainability 0.603
Financial performance 0.708
Digital banking 0.702

Source: SmartPLS Analysis by Author, 2024

Based on the results of the average variance extracted (AVE) test, the AVE value for all vari-
ables was greater than 0.60, so it was concluded that all variables have good construct validity.

4. 4. R-SQUARE ANALYSIS

This analysis is to determine the percentage of endogenous construct variability that may be 
explained by exogenous construct variability. This analysis also determines the goodness of the 
structural equation model. The higher the R-square value, the greater the exogenous variable 
can explain the endogenous variable, so the structural equation is better. Attached is the output 
value of the R Square value are shown in table 3 as follows:

Table 3. R-Square Analysis

Variables R-Square
Supply chain business sustainability 0.800
Financial performance

Source: SmartPLS Analysis by Author, 2024

Based on the results of the R-Square analysis in Table 3, the R-Square value for the perfor-
mance variable is 0.800, or 80%, meaning that the independent variables of E-Commerce and 
digital marketing contribute 80% to the Supply chain business sustainability variable, while the 
remaining 20% is a contribution from other variables not discussed in this study.

4. 5. HYPOTHESIS TESTING

It is intended to find a significant influence between independent variables and dependent vari-
ables by examining path coefficients that indicate parameter coefficients and statistical T sig-
nificance values in Table 4. Parameter significance is estimated to provide an overview of the 
correlation between research variables. The standard for rejecting and accepting the proposed 
hypothesis is to use a probability of 0.05. The table below presents the estimation output for 
structural model testing:
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Table 4. Hypothesis Testing

Hypothesis T value P value Remark

H1: E-Commerce -  supply chain business sustainability 6.896 0.000 Supported
H2: Digital marketing - supply chain business sustainability 2.885 0.000 Supported
H3: Business sustainability supply chain - financial performance 4.342 0.000 Supported
H4: Digital banking - financial performance - 1.765 0.000 Supported

Source: SmartPLS Analysis by Author, 2024

The figure  below presents the estimation output for structural model testing:

Figure 3. Hypothesis Testing

Source: SmartPLS Analysis by Author, 2024

4. 6. RELATIONSHIP BETWEEN E-COMMERCE AND SUPPLY CHAIN 
BUSINESS SUSTAINABILITY

The results of the tests in Fig 3 show that e-commerce has a positive effect on supply chain 
business sustainability. This can be interpreted that the higher the use of technology, such as 
e-commerce, the more it increases supply chain business sustainability. MSMEs, in running 
their businesses through e-commerce, use quality providers so that they can encourage business 
operations (Febransyah et al., 2022). The use of e-commerce makes it easier for sellers and 
buyers to transact. In addition, with e-commerce, if there is a complaint, it can be done online 
without having to come to the store. The use of e-commerce can expand market share and 
increase sales of business products. This is shown in the indicators of internet access, ease of 
information, HR capabilities, and managerial responsibility. The results of this study are in line 
with the attribution theory, which states that e-commerce is an external cause that can influence 
a person’s behaviour in running their business, namely the influence of changes or utilisation 
of technology (Febransyah et al., 2022). Most business actors have used e-commerce, and the 
many demands from consumers who prefer online shopping have encouraged business actors 
to use e-commerce to increase competitiveness for MSMEs, which has a positive impact on the 
business sustainability of the supply chain, including customer service performance, sales, mar-
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keting and internal operations  (Purba et al., 2021). By using e-commerce, business actors can 
expand their market share and increase sales of their business products. The implementation 
of e-commerce also provides flexibility in production because it can provide faster shipping 
information to customers, send and receive offers faster, and support online or electronic pay-
ments. This can encourage MSME business actors to increase competitiveness (Gyenge et al., 
2021). For MSMEs, the existence of E-commerce during the current pandemic makes it easy 
for MSME actors to carry out marketing activities for MSME products online. MSME actors 
will find it difficult to maintain their performance. Previous research concluded that the imple-
mentation of e-commerce had a positive and significant effect on company performance  (Al 
Mashalah et al., 2022). E-commerce is an electronic buying and selling transaction using the 
internet media. It can also be interpreted as a business process using electronic technology that 
connects companies, consumers, and the community in the form of electronic transactions and 
online buying and selling. E-commerce adoption on MSME performance E-commerce has a 
significant and positive effect on MSME performance; this means that if e-commerce adoption 
increases, MSME performance will increase.
The use of e-commerce is a must in the business world, considering the increasingly complex 
problems, the increasing number of competitors, and the demands to follow the developments 
in the global world that require creative action. The use of e-commerce in business makes it 
easier for business actors to identify workflows and competition, build partnerships, and more 
effective product marketing. Through e-commerce, consumers can obtain information very 
quickly and accurately, thus providing certain points to the competitive advantage of MSMEs. 
Through the use of e-commerce, MSMEs can reach a wider market   (Al Mashalah et al., 2022).  
In addition, e-commerce can also increase the speed and accuracy of delivering information and 
can help save operational costs. With the use of e-commerce, companies can reach relatively 
distant consumer markets so that consumers will be easier to obtain, and ultimately, SMEs’ per-
formance will also increase (Febransyah et al., 2022). The results of this study indicate that the 
use of e-commerce is one of the important things in reaching the market and attracting consum-
er interest so that it can improve company performance. Adoption of e-commerce has a positive 
and significant effect on SMEs performance. The use of e-commerce can be one solution to 
overcome the problems of SME actors so that their businesses can continue to survive because 
e-commerce can facilitate access to information, improve business performance, improve the 
quality and speed of service, follow technological developments and increase cost efficiency. 
The definition of e-commerce) is the use of websites to transact or facilitate the sale of products 
and services online. It can also be used as a tool to buy and sell products or services via the In-
ternet using a computer system to increase the efficiency of the company as a whole. Usually, it 
consists of trade that occurs through buyers visiting the seller’s website and online transactions 
(Gyenge et al., 2021). Electronic Commerce describes the process of buying, selling, transfer-
ring, or exchanging products, services and information via computer networks, including the 
Internet (Purba et al., 2021).  

4. 7. RELATIONSHIP BETWEEN DIGITAL MARKETING AND THE SUPPLY 
CHAIN BUSINESS SUSTAINABILITY 

Business sustainability through sustainable cost efficiency and cooperation with other business 
actors is not influenced by the ownership of a website that is integrated with suppliers, custom-
ers, and back office systems that allow business transactions to be carried out electronically 
through the use of e-commerce, although MSMEs always monitor the competitive movements 
of competitors, overcome customer dissatisfaction by serving complaints quickly and adjusting 
products, have unique products and designs that are difficult for competitors to imitate (Iyer et 
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al., 2004). This also explains that the existence of competitive advantage does not make e-com-
merce adoption have a positive effect on business sustainability. The results of this study are 
different from the results of previous studies, which state that e-commerce adoption can have a 
positive effect on sustainability through competitive advantage (Ren et al., 2024). Furthermore, 
the results of this study prove that the variable of digital marketing adoption can have a positive 
effect on the variable of sustainability. With the existence of competitive advantage, the use 
of digital marketing can have a more positive impact on the sustainability of a business and 
further encourage business sustainability in the long term. The increasing application of easy-
to-use electronic systems in the use of digital marketing makes SMEs more efficient in the use 
of costs sustainably if through monitoring the competitive movements of competitors carried 
out by SMEs, handling complaints and customer dissatisfaction quickly and the advantages of 
SME products that are difficult to imitate by other competitors with unique designs so that other 
SMEs are interested in working with SMEs that implement digital marketing. The results of this 
study are in line with previous studies, which state that digital marketing adoption has a positive 
effect on the business sustainability of the supply chain (Sun et al., 2021).  
SMEs Customer expansion can be done through various doors. Business actors can also create 
new customers from the business they have done (Muduli et al., 2022). So, during the pandemic, 
SME actors who have used the marketplace as a means of selling are relatively able to survive 
compared to those who are still offline. Meanwhile, those who have not used the marketplace as 
a means of selling are starting to apply it. One of the efforts made by business actors to survive 
and face new competition in cyberspace is the massive promotion through social media. Social 
media, used as a digital marketing tool, can boost consumer awareness. This awareness func-
tions to remind consumers of brands that once existed  (Mao et al., 2024). During the pandemic, 
the focus of consumers is no longer on expensive brands or not, but the focus is on when this 
pandemic will end. In his research, it was revealed that customer value in determining business 
sustainability is 86% of the total components. Therefore, retaining customers and seeking new 
customer expansion is the most rational strategy amid a pandemic (Iyer et al., 2004). 

4. 8. RELATIONSHIP OF BUSINESS SUSTAINABILITY SUPPLY CHAIN TO 
FINANCIAL PERFORMANCE OF SMES 

The results of the data analysis in this study prove that Business Sustainability Supply Chain 
has a positive and significant effect on financial performance. This indicates that with a better 
Business Sustainability Supply Chain, the financial performance of existing SMEs can be im-
proved. Good financial literacy helps SME owners manage cash flow more effectively. SMEs 
can predict cash needs, manage receivables and payables well, and ensure that the business 
has sufficient liquidity to meet short-term obligations. The results of this study are in line with 
research) which proves that financial literacy has a positive and significant effect on SME per-
formance (Praditya et al., 2024). The results of this study prove that the business sustainability 
supply chain has a positive and significant effect on SMEs’ financial performance. Business 
Sustainability Supply Chain has brought significant changes in various aspects of economic life, 
including the financial performance of Small and Medium Enterprises (SMEs). The Business 
Sustainability Supply Chain has opened new doors for SMEs to obtain financing through online 
loan platforms (peer-to-peer lending) and crowdfunding  (Sheikh et al., 2018). This certainly 
helps SMEs in financing or capital obtained to be able to develop SMEs to be more advanced. 
The results of this study are in line with research that proves that the Business sustainability 
supply chain has a positive and significant effect on the performance of SMEs. The company’s 
financial performance is an achievement achieved by the company in a certain period that re-
flects the health level of the company. Companies must maintain relationships with their stake-
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holders, especially stakeholders who have power over the availability of resources used for the 
company’s operational activities, such as labour, the market for the company’s products and 
others. One of the company’s strategies to maintain relationships with stakeholders is to dis-
close sustainability reports that provide information about economic, social and environmental 
(San Miguel et al.,2023). This can affect the company’s net profit level, where increasing the 
company’s net profit will increase the company’s ROA value. The ROA ratio is used to measure 
the company’s management’s ability to obtain overall profits, so the higher ROA value indicates 
that the company has a high level of profit in utilising its assets. Extensive disclosure of sustain-
ability reports tends to create corporate transparency towards its stakeholders, which reflects a 
good relationship between the company and its social and environmental aspects. Improving 
the company’s reputation in the eyes of stakeholders will ultimately have an impact on increas-
ing the company’s profitability (Guo et al., 2024). Disclosure of economic performance shows 
a significant positive effect on the company’s financial performance because the information 
contained in the economic dimension of the sustainability report can convince stakeholders of 
the potential for competitive capital resources with a low level of risk. By disclosing economic 
performance, clarity regarding the economic impact of stakeholders on the company’s organi-
sational activities will be increasingly transparent, thereby increasing stakeholder trust in their 
investments (Shukla et al., 2023). 

4. 9. RELATIONSHIP BETWEEN DIGITAL BANKING AND FINANCIAL 
PERFORMANCE

Mobile banking offers various benefits to its consumers, including ease of service due to con-
nectivity accessibility. Mobile banking is quite easy to learn thanks to its various functions 
(Praditya et al. 2024). Affordable because all instructions are provided clearly and compre-
hensively. Because users receive SMS every time there is an action on their account, whether 
it is a deposit, withdrawal, or transfer between accounts, mobile banking can reduce the risk 
of fraud in terms of security. Mobile banking services are cheaper and can reduce telebanking 
costs (Sheikh et al., 2018). In addition, these additional services can facilitate transactions for 
customers, helping banks improve customer satisfaction and Digital banking. The wide reach 
of mobile banking can be used to market various financial products, including credit cards, 
loans, and so on, to certain consumer demographics. Other uses of mobile banking include 
increasing customer transactions. Increasing transactions indicate investment performance in 
the past and can be used to predict future growth. Sales growth is an increase in sales each year. 
Significant growth in banking company transactions will be reflected in greater revenue. The 
ability to maintain revenue in markups for prospective future opportunities will be determined 
by the company’s growth rate. Electronic banking systems can reduce operating costs, thereby 
increasing bank profitability. Banks that offer m-banking are more successful and operationally 
effective than banks that do not. Banks that provide mobile banking facilities have superior 
asset quality and control over building and equipment maintenance costs (Sheikh et al., 2018). 
Impact of implementing branchless banking and mobile banking on Indonesian banking perfor-
mance: Mobile banking has a significant impact on banking performance (ROA). This shows 
that increasing the number of mobile banking application users will improve the financial per-
formance of Indonesian banking (Shukla et al., 2023). Based on the explanation above, it can 
be concluded that digital banking has a positive effect on bank profitability. Digital banking has 
a positive effect on ROA. Bank Size Against ROA: company size has a positive and significant 
effect on ROA. This shows that the larger the size of the bank, the greater the ROA that can be 
generated. Because, in general, banks that have high assets tend to show high levels of profit-
ability.
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5. CONCLUSION AND RESEARCH IMPLICATION 

5. 1. CONCLUSION

The results of this study show that the E-Commerce variable has a positive effect on the busi-
ness sustainability of the supply chain, and digital marketing has a positive effect on the busi-
ness sustainability of the supply chain. These findings provide a significant contribution to the 
understanding of the impact of sustainability and e-commerce adoption on the performance of 
the MSME supply chain. Practical implications include encouragement for MSMEs to consider 
sustainable practices in their operations, while still understanding that e-commerce adoption 
may require more careful risk management. Further research is suggested to elaborate further 
on the positive and negative impacts of e-commerce activities in terms of sustainability. The 
aspects used as references are also not limited to environmental aspects but also discuss eco-
nomic and social aspects. This is done so that further research is more comprehensive and better 
represents the real conditions of e-commerce in Indonesia. Furthermore, suggestions to the gov-
ernment as regulators and policymakers to create binding regulations for e-commerce actors by 
considering sustainability aspects. The results impact of this study have an impact on SMEs, 
namely encouraging SMEs to use the E-Commerce platform to improve SME performance 
and profits, encouraging SMEs to use the Digital Banking platform to improve their financial 
performance to be safer and more effective and encouraging SMEs to use digital marketing to 
improve sales performance and increase their competitiveness.

5. 2. RESEARCH IMPLICATIONS

Implementing sustainability can increase economic benefits and present a positive image of 
the business and its products. Businesses that can find a balance between resource use and the 
value of the products offered to consumers will benefit financially and environmentally. In ad-
dition to the financial side, being proactive in implementing the concept of sustainability can 
also prepare businesses for the requirements of government business operational regulations as 
well as consumer demand for more sustainable products in the future. That way, plastic product 
manufacturers will have a more advantageous position in responding to external demand and 
gaining their competitive advantage. One of the most popular ways to achieve this balance is 
by choosing the best raw materials and processing methods. It would be great if you could have 
access to several suppliers and collaborators to evaluate which raw materials and production 
methods can provide the maximum results with the least expenditure.
E-commerce can contribute to sustainability by implementing various steps, such as Reducing 
packaging waste by using recyclable and sustainable packaging. Reducing excess packaging 
to reduce shipping costs and waste and increase customer satisfaction. Optimising the supply 
chain and logistics. Consider using more environmentally friendly electric vehicles. Ensuring 
easy product recycling. Increasing manufacturing efficiency. Partnering with sustainable sup-
pliers. Sustainability in business or business sustainability is an approach to running a business 
that considers its impact on the environment, society, and the economy. The goal is to create 
long-term value that is balanced and sustainable for all parties involved. E-commerce also 
requires a digital infrastructure and is controlled by people who understand the digital world 
well. In addition, in the development of e-commerce, integration is also needed with various 
elements such as the use of social media and variations in payment methods, for example, via 
debit cards, credit card payments, payments with e-money systems and other institutions that 
provide payment facilities. One thing that e-commerce companies must continue to do to sup-
port the sustainability of a business is to continue to innovate without stopping. Innovation is a 
key to business success in building added value; without innovation, the business being run will 
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stagnate and cannot grow optimally. The use of e-commerce in these three things can be done 
by companies that implement it, one of which is in the development of the economic aspect, 
where e-commerce can play an active role in maintaining the level of demand for goods and 
services, cutting promotional costs, expanding the market to new market levels and being able 
to cut distribution channels. The expected end goal is an increase in revenue from the organisa-
tion. In terms of social development, by utilising e-commerce, companies can contribute more 
by getting closer to their consumers through customer service that is available 24 hours a day 
so that customer satisfaction can be achieved and automatically improve the company’s image. 
The expected result is, of course, more customers making transactions on the e-commerce site. 
In terms of consumer protection, e-commerce is carried out more electronically so that oper-
ational waste, such as unnecessary use of paper and fuel, can be reduced. Thus, the level of 
expenditure in the operational scope can be made more efficient.
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