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Abstract: The growth of e-commerce has become a rapidly growing sector in recent years, but micro, small
and medium enterprises (MSMEsS) are still lagging in utilising e-commerce. This study aims to analyse the
influence of decision-making barriers, technological barriers, organisational barriers, environmental barriers
and consumer trust barriers in e-commerce on the business performance of MSMEs fostered by LAZISMU
East Java. 226 MSMEs fostered by LAZISMU East Java participated as respondents in this study, and the
incoming data was processed using SmartPLS 3.0. The data analysis determined that technological and
environmental barriers significantly positively affected the business performance of MSMEs fostered by
LAZISMU East Java. Meanwhile, decision-making, organisational, and consumer trust barriers had a positive
but insignificant effect on the business performance of MSMEs fostered by LAZISMU East Java.
Keywords: E-commerce; Performance of MSMEs; LAZISMU East Java.

Abstrak: Pertumbuhan e-commerce telah menjadi sektor yang berkembang pesat dalam beberapa tahun
terakhir, namun usaha mikro, kecil, dan menengah (UMKM) masih tertinggal dalam memanfaatkan e-
commerce. Penelitian ini bertujuan menganalisa pengaruh hambatan pengambilan keputusan, hambatan
teknologi, hambatan organisasi, hambatan lingkungan dan hambatan kepercayaan konsumen dalam e-
commerce terhadap kinerja bisnis UMKM binaan LAZISMU Jawa Timur. Sebanyak 226 pelaku UMKM
binaan LAZISMU Jawa Timur berpartisipasi menjadi responden dalam penelitian ini, data yang masuk diolah
menggunakan SmartPLS 3.0. Berdasarkan analisis data diperoleh bahwa hambatan teknologi dan hambatan
lingkungan berpengaruh positif signifikan terhadap kinerja bisnis UMKM binaan LAZISMU Jawa Timur.
Sedangkan hambatan pengambilan keputusan, hambatan organisasi, hambatan kepercayaan konsumen
berpengaruh positif tidak signifikan terhadap kinerja bisnis UMKM binaan LAZISMU Jawa Timur.

Kata Kunci: E-commerce; Kinerja UMKM; LAZISMU Jawa Timur.

INTRODUCTION

The growth of electronic commerce (E-Commerce) has become a rapidly growing
sector in recent years. With significant growth in internet penetration, increasing use of
smartphones, and changes in consumer behaviour shifting to online shopping, there is a
massive opportunity for Micro, Small, and Medium Enterprises (MSMES) to expand their
business through e-commerce platforms (Kemp, 2023b). Global digital transformation
starting from the development of high-speed Internet (4G/5G), smartphones, online
payment facilities, changes in consumer behaviour, and the provision of freedom in the
service sector, has significantly increased e-commerce activities, resulting in a more
significant increase in e-commerce transactions (Chen, 2020). Likewise, the exponential
growth of Internet users and new social networking platforms (e.g. Facebook, Twitter,
Instagram, blogs, and WhatsApp) have transformed the traditional offline market into a
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customer market structure. The rapid growth of e-commerce has led to a surge in online
transactions, reaching more than four billion transactions with an increase of around eight
per cent compared to last year (Kemp, 2023a). Global businesses have responded by
adopting e-commerce businesses for their tech-savvy and time-conscious customers
(Driediger & Bhatiasevi, 2019). Meanwhile, e-commerce sales soared to twenty-six point
seven trillion United States dollars globally in 2019, up 4 per cent from the previous year.
This figure includes both business-to-business (B2B) and business-to-consumer (B2C)
sales and was equivalent to 30 per cent of the global gross domestic product (GDP) that
year (UNCTAD, 2021).

MSMEs' contribution and role are significant in a country's economy. Because it can
create jobs, increase income, and support economic growth locally. Applying e-commerce
can help MSMEs increase their power competitiveness andeconomic contribution. MSMEs
also have great potential to develop through e-commerce. They can expand market reach
and increase sales (Harmawan & Ridho, 2023). E-commerce is vital in driving economic
growth in Indonesia (Hendricks & Mwapwele, 2023). In 2021, mark sales of e-commerce
retail in Indonesia amounted to around 37.340 billion US dollars, an increase of almost
five times compared to 2017. This value will reach around ninety-four-seven billion United
States dollars in 2026.

Indonesia has the world's fastest-growing economy and the largest e-commerce
market among Southeast Asian countries (Statista, 2022). This exciting investment supports
the development of digital infrastructure inindonesia. It also helps the Indonesian business
world be more innovative, creating more high-income jobs across the supply chain and
encouraging more skilled workers (Tiktok, 2023).

In Indonesia, the government has promoted the implementation of e-commerce for
access to global markets as part of a national strategy to grow and capitalise on the digital
economy in the country as a means of increasing the growth of the economy and household
income (Nasution et al., 2021; Susanty et al., 2020). Consumer patterns changed along with
the growth of e-commerce. So, MSMEs need to understand change. This,especially the
shift to online shopping, can force MSMEs to adapt and understand how to interact with
their customers in an e-commerce environment and adapt to stay relevant in a market
dynamic (Venkatesh et al., 2022).

Constraints include limited internet access and knowledge. Many MSMEs face
obstacles in adopting e-commerce. This includes access to adequate technological
infrastructure, limitations in knowledge about how to run an online business, and a lack of
capabilities to manage shopping online alone. MSMEs often have limitations in capital for
developing and promoting their business online. Build site web or shop online. Effective
ones can require significant investment (Bening et al., 2023a).

The Minister of Cooperatives and SMEs also noted that as many as twenty-seven six
million micro, small, and medium enterprises (MSMES) entered the digital ecosystem in
the year two thousand twenty-two. This number increased by six per cent compared to last
year, which was only sixteen point four million MSMEs. This means that of the sixty-four
million MSME units, as many as thirty-two points, four per cent, have entered the digital
ecosystem, as in Figure 1 below (KEMENKOP UKM, 2022). When comparing the number
of MSMEs in Indonesia with those who have entered the digital ecosystem, the results are
still quite far off, namely around thirty per cent. This still becomes a separate challenge for
MSMEs in Indonesia.
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Figure 1. Number of MSMEs Entering the Digital Ecosystem in Indonesia (2020 -

2024%)
Source: (Ministry Cooperative and SMEs, 2022) *Target

In contrast to the development of global MSMEs, MSMEs in East Java still face
obstacles in adopting e-commerce, including access to the necessary technology and
equipment, as well as marketing knowledge and experience in managing e-commerce
(Nurcahyo & Putra, 2021). Obstacles This can obstruct small and intermediate businesses
(MSMESs) in East Java from using e-commerce to increase income. Regarding the utilisation
of e-commerce, MSMEs in East Java are lagging in using e-business technology (Yong et
al., 2021). In industry e-commerce, the problems MSMEs face are mainly caused by the use
of technology, especially in digital marketing (Daud et al., 2022; Djakasaputra et al., 2021;
Santoso, 2020). Most MSMEs are still lagging in the digital era, unable to take advantage
of the digital economy's opportunities (Kurniawati et al., 2021). Therefore, MSMEs do not
have equal access to customers and suppliers compared to big global companies.

This problem requires other institutions outside the government to help deal with it,
including the partnership and community development program in East Java, namely the
Zakat Infag and Shadagah Muhammadiyah Institute (LAZISMU). LAZISMU is a national-
level non-profit institution dedicated to empowering the community through the productive
use of zakat, infaq, waqf, and other philanthropic funds from individuals, institutions,
companies, and other agencies. For the past few years, LAZISMU East Java has consistently
developed the community by encouraging the growth of family-based MSMEs to improve
the economy in the post-COVID-19 pandemic period. Apart from requiring the availability
of financial capital, MSMEs also need training (intellectual capital) and mentoring (social
capital).

This aligns with the government's program to empower MSMEs to improve
community welfare and open access to employment opportunities in East Java. However,
one of the obstacles LAZISMU faces in helping coached MSMEs is adopting E-Commerce,
so it is necessary to identify which obstacles are the most dominant and urgent for guidance.
Therefore, this research aims to answer the following question: What are the main obstacles
and factors that can influence the utilisation of e-commerce by MSMEs that built LAZISMU
in East Java? How can MSMEs increase the utilisation of e-commerce to continue business?
So, the study's objective is to study how deep matter hinders SMEs and deciders from
utilising e-commerce. The main obstacle to finding a solution to obstacle utilisation is that

7

772645057802

[OE
N
%

Jurnal Manajemen/Volume 29, No. 01, February 2025: 202-226 o S*i*nta
g

204
DOI: http://dx.doi.org/10.24912/jm.v29i1.2484 Oy opas 0




Jurnal Manajemen

[EIM

E-ISSN: 2549-8797

ISSN: 1410-3583

e-commerce in MSMEs for sustainability can awake.

The novelty of this study lies in its in-depth focus on the specific challenges faced by
MSMEs in East Java in adopting e-commerce and the practical approaches proposed to
overcome these barriers. This study highlights a significant gap between the number of
MSMEs connected to the digital ecosystem and their ability to maximise the potential of e-
commerce. Unlike previous, more general studies, this article integrates first-hand
experiences of MSMEs through surveys and interviews. It involves non-governmental
organisations such as LAZISMU providing practical solutions such as training, mentoring,
and technical support. The emphasis on local aspects and the application of solutions based
on the concrete needs of MSMEs in specific regions makes it a novel contribution to the
field of e-commerce research in Indonesia.

The research problem-solving approach in the context of e-commerce for MSMEs
can involve a series of steps That help identify and overcome challenges MSMEs face in
adopting and utilising e-commerce. Identify the challenges MSMEs faceby MSMEs in
adopting e-commerce. This can include resource limitations, lack of technological know-
how, security concerns, or marketing challenges, next with a literature study to understand
trends and related findings in e-commerce in the MSME context. This will give an
understanding of the relevant issues.

Through surveys and interviews with the owner of MSMEs, we get a view of the
obstacles e-commerce faces andidentify their experience in utilising e-commerce. Analysis
of survey and interview data, which then identifies potential solutions based on the findings
to overcome the challenges MSMEs face. Solutions may include training, technical
support, access to resources, or innovation in the business model. Implementation of the
solutions applied in MSME business activities later, the impact is monitored, and feedback
is provided by the MSMEs involved. The next step is evaluating the impact of the solutions
that have been implemented. Have they succeeded in overcoming existing problems? Do
they increase the performance of MSMEs in the utilisation of e-commerce? Then,
dissemination resultsby sharing research findings and successful solutions with the rest of
the MSME community. This mattercan involve maintenance workshops, training, or online
publication.

THEORETICAL REVIEW

Business performance of SMEs. Studies in several fields of science have presented
different definitions of performance. In companies and MSMEs, performance generally
reflects that an organisation is running well. Business performance is significant for the
survival and achievement of a business's goals. From a quantitative perspective,
performance is measured through operating income, market share, operational efficiency,
and profitability. From a qualitative perspective, performance is measured through
customer satisfaction, organisational and marketing innovation, and product and process
innovation. It will be difficult for MSMEs to achieve the best performance if they ignore
several internal and external factors that influence this aspect (Harini et al., 2023).

At the same time, performance refers to an organisation's capacity to meet
stakeholder demands. Business performance has become significant globally because
business activities are getting smaller, and business transactions can be carried out
anywhere and anytime. Thus, higher business performance can reduce obstacles and enable
MSMEs to grow and survive in the global market. Performance can also measure the
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success of an organisation and determine its growth, company profitability, income,
progress, development, survival, success, and competitiveness (Aremu et al., 2021;
Shahadat et al., 2023). In this case, business performance results from a company's
operations or financial commitments over a certain period.

Additionally, performance can be improved by taking action to integrate skills and
knowledge. Many factors influence the performance of MSMEs, including changes in the
business environment, adoption of e-commerce, and use of ICT (Gao et al., 2023). As seen
from market expansion and sales volume growth, E-commerce adoption significantly
positively affects performance. Business performance can also be seen from reduced
transaction costs and profits (Ramli & Maysari, 2020).

Barriers to Adopting Electronic Commerce. E-commerce is an abbreviation for
electronic commerce, a trading system employing electronic media. According to (Amiri
et al., 2023), e-commerce includes distribution, sales, purchasing, marketing, and product
service carried out in electronic systems such as the Internet or other forms of computer
networks. E-commerce is not a service or goods but a combination of services and goods.
Barriers to E-Commerce include understanding the use of innovation and technology,
empirical studies using various theories, including the first theory, the Technology
Acceptance Model (TAM), or exploring how someone gets new technological advances
and what variables can influence it, which are put forward by (Kala’lembang, 2020),
second theory. The Diffusion of Innovation (DOI) or the activity of communicating
innovation through specific channels within a certain period as recommended (Abed, 2020;
Gu, 2023) and thirdly, the technology—organisation—environment (TOE) or theory that
describes how the process of adopting and implementing technological innovation is
influenced by technological factors, organisational factors, and environmental factors
which are explained by (Hattingh et al., 2020; Patma et al., 2021). This theory has been
used in various recent studies regarding e-commerce adoption (Ballerini et al., 2023;
Fonsekaetal., 2022; Hendricks & Mwapwele, 2023; Li et al., 2021; Maet al., 2024; Religia
et al., 2021; Sanchez-Torres et al., 2021; Yadav et al., 2022). In addition, the theory of
planned behaviour (TPB), namely attitudes, subjective norms, and perceived behavioural
control, has been adopted to integrate TAM by adding subjective norms (behavioural
intentions) to explain the perceived benefits and ease of use as a technology adoption
process (Coskun & Yetkin Ozbiik, 2020; Liu, 2020). Therefore, the TAM, DOI, TOE, and
TPB frameworks are conducive to the theoretical implications of e-commerce adoption.

In the TOE framework, adopting technological innovation depends on technological,
organisational, and external environmental factors. However, in TAM theory, a user's
agreement to adopt technology depends on his perceived usefulness and ease of use. So,
TAM is more oriented at the individual user level, but the TOE framework is more oriented
at the organisational level. TAM also complements the TOE framework because it
describes the company's managerial perception of technology use (Abed, 2020; Chatterjee
et al.,, 2021). DOI theory shows how innovation can be communicated through
communication channels over time among populations in a social system. A person's
characteristics mainly cause innovation decisions. The influence of mass media and
leaders' persuasion can encourage innovative ideas to emerge and spread. Mass media can
have the most substantial impact on the diffusion of innovation because it can quickly
spread knowledge about innovation to a broad audience. Persuasive leaders can be used to
instil a positive attitude toward innovation (Sinaga & Larasati, 2024).

The TOE theory proposed by (Hattingh et al., 2020), consisting of three dimensions,
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has experienced expansion when studying the MSME sector. Based on the extension of
TOE theory, the CEO or manager, in the sense of a decision maker, makes most of the
critical choices in MSMEs because their organisational structure is very centralised
(Amornkitvikai et al., 2022; Bening et al., 2023b). Other variables besides technology,
organisation, and environment are considered essential: decision-makers and consumer
trust. Consumer trust is a crucial variable often studied in the e-commerce literature.
Consumer trust is confidence in the business, product, service, or service. A lack of trust is
often why consumers do not buy online (Deng et al., 2021). E-commerce, as a new form
of commercial activity, carries more uncertainties and risks than traditional shopping.
Consumer trust is more important in e-commerce because consumers cannot touch, feel, or
smell the product. Trust plays an essential role in the relationship between consumers and
electronics vendors. The consequences of consumer trust influence consumer intentions to
use or continue to purchase on e-commerce sites (Wang, 2022). The framework of
decision-makers, technology, organisation, environment, and consumer beliefs includes all
the barriers and factors that influence the utilisation of e-commerce, as shown in the
literature review.

Decision makers in several empirical studies have included the characteristics of the
owner (CEO) or decision maker as a variable that can influence e-commerce adoption.
These variables are age, gender, education, and IT skills of the owner or decision maker.
For example, (Amornkitvikai et al., 2021a Bening et al., 2023b) show that CEO top
management support is an essential factor influencing the adoption and implementation of
e-commerce in several MSME cases. (Lashitew, 2023) revealed that the gender,
experience, and education of e-commerce adopter owners and information technology (IT)
skills can be essential factors in e-commerce adoption. The owner's age (CEQ) can
significantly influence MSMEs' adoption of IT and e-commerce (Amornkitvikai et al.,
2022); the owner's age is critical to IT readiness and implementation. Similarly, Expdsito
et al. (2023) reveal that the average age of a CEO is significantly and negatively associated
with IT adoption by MSMEs in the US. These results indicate that older owners (CEOSs)
are less likely to adopt e-commerce than younger owners due to their limitations in
adopting new technologies for their businesses. (Rasaputhra et al., 2024; Sanchez-Torres
et al., 2021) Use technological, environmental, and entrepreneurial variables to investigate
the factors influencing e-commerce adoption by MSMEs. They found that owners or CEOs
with more experience and higher education were likelier to adopt e-commerce. Based on
the phenomenon That has been explained, the study uses the following research
hypothesis:

H1: Barriers to decision-making in E-Commerce have a positive effect on the business
performance of MSMEs.

Technology in E-commerce can include computers, smartphones, and websites,
such as those commonly used in companies. Moreover, based on empirical studies, these
technological tools can influence e-commerce adoption significantly (Abed, 2020). Even
though online shopping provides convenience, security uncertainty remains a significant
obstacle for consumers to take advantage of. The level of perceived security, or the trust
customers have in a website's protective measures against unauthorised access and fraud,
is critical in building trust with an online retailer. This trust in security can significantly
impact customers' purchasing decisions. (Handoyo, 2024; Saoula et al., 2023).Security

Jurnal Manajemen/Volume 29, No. 01, February 2025: 202-226

207
DOI: http://dx.doi.org/10.24912/jm.v29i1.2484 0

127

-ﬂl" S]nta iy 7254815780




Jurnal Manajemen

[EIM

E-ISSN: 2549-8797

ISSN: 1410-3583

issues since the inception of e-commerce have become a concern among consumers
regarding misuse of personal information and fraud, which will hinder the development
of e-commerce. A study found that perceived financial and product performance risk
significantly influences online purchasing decisions. The impact of consumers' perceived
risk on online purchase intentions. They revealed that security risks are the main issue
preventing consumers from making online purchases (Mohammadi & Dickson, 2021).
Some authors consider security issues, such as viruses, hacking, and data interception, a
significant concern when conducting business over the Internet. That security may be an
obstacle to future e-commerce adoption. Security issues are generally believed to delay
an organisation's adoption of e-commerce (Abed, 2020). Based on the phenomenon
That has been explained, the study uses the following research hypothesis:

H2: Technological barriers in E-Commerce have a positive effect on the business
performance of MSMEs.

Organisation refers to the internal issues of an organisation that influence the
adoption and implementation of e-commerce. This study identifies several organisational
barriers that hinder the adoption of e-commerce in developing countries. This includes the
size and structure of the company, inadequate financial resources and skilled human
resources (HR), and the absence of a website and ordering and payment facilities. This
study found that the size and structure of MSMEs are significant barriers and show the
ability of organisations to adopt technology standards used in e-commerce (Nazir &
Roomi, 2021). In developing countries, medium-scale MSMEs can provide more
specialised business resources than small-scale MSMEs. As a result, medium-scale
MSMEs are more likely to adopt e-commerce. Small MSMEs have a flatter structure where
decision-making power is in the hands of the owner. As stated previously, this impacts the
application of this technology to support e-commerce. Small MSMEs do not have adequate
management structures, resources, or ICT departments to facilitate e-commerce, positively
influencing e-commerce adoption. This study reveals that the size and structure of MSMES
are a determining barrier in corporate decisions and involvement in e-commerce adoption
in developing countries (Hussein et al., 2020). Based on the phenomenon That has
been explained, the study uses the following research hypothesis:

H3: Organisational barriers to e-commerce have a positive effect on MSME business
performance.

Social networks and online platform providers externally provide an
environment. Small companies prefer social media via Facebook, Line, and Instagram
because they are relatively easy to manage without cost, especially for their e-commerce.
In addition, social networks can improve the sustainability of corporate networks based on
environmental factors. Companies can expand their customer base and build e-commerce
platforms through online social networks (Mcintyre et al., 2021). MSMESs can access a
larger market and obtain the information needed for exports through e-marketplaces,
especially overseas trade. Therefore, e-marketplaces can be an external e-commerce
platform to help companies increase their sales and market openness.

Additionally, e-marketplaces can monitor and protect against theft throughout the
supply chain, thereby increasing supply chain efficiency (Khsroo et al., 2024; D. R.
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Santoso et al., 2022). Environmental factors contribute to a better understanding of how
macro-environmental factors influence E-commerce adoption activities (Abed, 2020).
Environmental factors influence an organisation's operational dynamics, including
industry, competitors, clients, suppliers, and trends (Atuahene et al., 2023). Therefore, this
study proposes the following hypothesis:

H4: Obstacle environment on E-Commerce influence positive to business performance
MSMEs.

Consumer trust is an essential factor influencing e-commerce, and its impact on
purchase intention has been studied extensively. Trust has been defined and studied in
various contexts based on trust's complex and multifaceted nature. Trust is “a strong belief
in the reliability, truth, or ability of someone or something” (Khsroo et al., 2024). Previous
research is consistent that trust in online shopping leads to repurchase intention (Tandon et
al., 2021). Consumer trust is closely related to consumer confidence, which has been linked
to the theory of reasoned action (TRA). It includes consumers' trust in e-commerce and
future behaviour towards e-service providers. Both rationally and experientially, trust is
essential in the relationship between sellers and buyers (Vo et al., 2023). Consumer
satisfaction arises when their desires, needs, and expectations are met. In an e-commerce
environment, consumer trust refers to their willingness to trust a website. If vendors can
gain consumer trust, consumers' desire to buy from online businesses will increase (Khsroo
et al., 2024; Zawaideh et al., 2023). Therefore, the hypothesis proposed:

H5: Obstacle trust consumers on E-Commerce influence positive to business
performance MSMEs.

Research by (Hendricks & Mwapwele, 2023) explains that many MSMEs are left
behind in adopting e-commerce because of obstacles to using the Internet, trust, and
security issues regarding online payment facilities. This research uses a literature review
methodology to identify the challenges and benefits of e-commerce adoption in developing
countries. The results identified organisational, technological, environmental, and
customer trust as the main challenges influencing e-commerce adoption. Furthermore, a
study by (Bening et al., 2023a) explains the criteria that influence the adoption of E-
commerce by SMEs in Indonesian retail by choosing the best strategy using the variables
of Decision Maker, Technology, Organization, And Environment. Study This shows
important variables for adopting e-commerce technology in retail SMEs.

(Nazir & Roomi, 2021) explains that this paper examines several new dynamic and
contextual barriers identified in this research based on the results of a literature review,
grouping them into four themes of barriers to the use of E-commerce: technology,
organisation, environment, and entrepreneurial (individual) characteristics of the owner or
manager. (Amornkitvikai et al., 2021a) state that MSMEs are still left behind in utilising
e-commerce. This research uses variable taker decision, technology, organisation, and
environment to examine the main barriers and determinants in the use of e-commerce in
the MSME sector.

Examining in depth the things that hinder the use of e-commerce by SMEs and the
main determinants of these barriers. After reviewing several previous studies, there are
Some differences with this research, including the research methodology, because the
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research is Still limited review literature Where the variable is Not yet tested in a way
directly on perpetrator business.Furthermore, this study is perfect for researching factors
influencing E-Commerce use in MSMEs: technological barriers, obstacle organisation,
obstacle environment, obstacle taker decisions, and obstacles to trust consumers.

METHODS

The type of study study used is quantitative. Study quantitative research that focuses
on hypothesis testing. Five hypotheses are proposed in the study. This is a hypothesis of
study. This contains five variables: independent and one variable dependent. Data collection in
this research is primary data in the form of a questionnaire. Questionnaires were distributed
directly to perpetrator MSMEs built YOUR LAZIS Muhammadiyah in Java East. Drafting
a questionnaire Also utilises Google form to make collecting data to reach respondents
easier. Definition: Operational Variables consist of independent research variables. The
first is technological barriers, which are measured by several indicators.

The first is barriers taker decisions with several indicators including lack of top
management support; young age makes it easier to face uncertainty regarding the use of E-
commerce; good education makes the process of learning about E-commerce transactions
and markets easier; the gender of the manager determines fast management of E-commerce
technology change, no Innovation Decision Makers to Adopt new technology, managers
who are not experienced in IT.

The two technological barriers include a lack of customer technological knowledge,
company technology infrastructure (including applications, websites, and marketplaces)
that supports e-commerce, security systems for carrying out online Transactions and
payments e-commerce activities (e.g., marketing, payments, logistics) are still separate,
adequate security systems to prevent hacking and malware or viruses.

The three organisational barriers with several indicators include Company products
or services that are not suitable for online transactions, lack of technical understanding or
employee awareness of available online sales training, company size not enough to support
e-commerce activities, financial/lhuman resource constraints hindering investment in e-
commerce activities, lack of a culture of continuous improvement.

The four obstacles include several indicators, including a lack of need and perceived
benefits for e-commerce, most customers being still not familiar with logistics (adequate
delivery of goods), pressure from competitors for similar products, assistance from the
government or related agencies, electronic payments (commissions, bank fees, etc.), and
logistics incurring high additional costs.

The five obstacles to consumer trust with several indicators include: customers
cannot touch and feel the product directly, doubt about the quality of goods that do not
match what is advertised, consumers find it challenging to trust sellers through e-
commerce, consumers cannot trust e-commerce transactions (e.g., online purchases, sales,
and payments), consumers do not feel confident when providing personal data for e-
commerce.

The dependent variable of this research is MSME business performance, which is a
variable that is important in ensuring that E-commerce business barriers contribute to the
development of MSMEs, whose indicator is the utilisation (intensity) of a company's e-
commerce, which is determined by the proportion of e-commerce sales to total sales. The
measurement of the independent variable questions uses 5 Likert Scale points; point 1 states
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very No agree (STS), and point 5 states very agree (SS) with the statement submitted in the
questionnaire. The population on study This is all over MSMEs built Muhammadiyah in Java
East as much5 21 people. The samples selected were respondents whom LAZISMU had
assisted because it also serves as monitoring assistance. The sampling technique uses
purposive sampling. Purposive sampling is the technique of determining a sample with
consideration. It means taking a sample based on consideration or criteria that have been
formulated moreover formerly by the researcher. To determine a significant sample, use the
formula TaroYamane or Slovin (Sugiyono, 2020) as follows:

Information: n = Amount sample; N = Amount population (521 people); d? = Precision

(set 5 per cent with levels trust 95 per cent); So,

N

521 _ 521 _ 521

N.d24+1  521.(0.05)%+1

521.(0.05)2+1

2.3025

= 226.276 = 226 Respondents

The research data analysis method uses Structural Equation Modeling (SEM)
Partial Least Squares (PLS) with data processing tools using SmartPLS 3.0 software. The
advantage of using least squares is that the number of samples required for analysis is
relatively small. SmartPLS can test SEM models using scale forms such as scale, Likert,
and others. PLS-SEM analysis includes two models, namely the outer model and the
inner model, namely the validity test, reliability test, and significance test (Ghozali,
2021). Deep analysis models study. This is as follows:
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Figure 2. Analysis Model
Source: Researcher (2024)

Respondence Profile. A detailed description of the characteristics of LAZISMU East
Java fostered MSME actors includes various important aspects that describe the
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characteristics of business actors involved in this study. Respondent data of LAZISMU East
Java fostered MSME actors consists of information on gender, age, education level, length
of business and daily turnover, as shown in Table 1.

Table 1. Respondent Profil

Demographic Characteristics Frequency Percentage
Gender Man 81 36
Woman 145 64
Age Under 20 years of age 37 16.500
2110 30 Years 55 24.500
3110 40 Years 108 47.900
41 to 50 Years 23 9.900
Over 50 years of age 3 1.200
Last education
Elementary school 10 4.200
Junior High School 20 8.760
Senior High School 186 82.200
Diploma 7 3.300
S1 3 1.500
Length of Business / Under 2 years of age 108 48
Business 25 years 49 21.500
Over 5 years of age 69 30.500
Turnover per Day Less than 500 thousand 73 31.900
500 Thousand to 1 63 27.800
Million
1 Million to 2 Million 52 23
More than 2 Million 38 17.200

Source: Data processed 2024

Table 1 shows that the respondents of MSME actors under the guidance of LAZISMU
East Java are women, covering 64 per cent of the total population. This shows that the role
of women in the MSME sector is quite significant, in line with the trend of increasing
participation of women in the informal economy. Most business actors are in the productive
age range, with 47.900 per cent of respondents aged between 31 and 40 years. The young
age group (21 to 30 years) is also actively involved with a percentage of 24.500 per cent,
which illustrates a more diverse dynamic in terms of age in the business world.

Regarding education, most respondents (82.200 per cent) only have a high school
education, and only about one-and-a-half per cent earn a bachelor's degree. This reflects the
educational challenges MSME actors face in adopting more complex managerial and digital
skills. In addition, most MSMEs have only been operating for less than 2 years (48 per cent),
with the majority having a daily turnover of less than 500 thousand rupiahs (31.900 per
cent). This condition indicates that many MSMEs are still in the early development stage
and face various obstacles in increasing the scale of their business.

Partial Least Square Analysis. In this research, hypothesis testing uses Partial Least
Square (PLS) data analysis techniques with the SmartPLS 3.2 program. Outer model testing
determines the specifications of the relationship between latent variables and their
indicators. This test includes validity and reliability. Figure 3 shows the schematic of the
PLS program model tested on the external model.
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Figure 3. Outer Model
Source: Data Analysis Result by Using SmartPLS 3.0 based on data survey

Figure 2 shows that each indicator in the research variable has the most significant
cross-loading value on the variable it forms compared to the cross-loading value on other
variables. Based on the results obtained, the indicators used in this study have good
discriminant validity when compiling their respective variables. Composite reliability is the
reliability of construct measurement, which tests the reliability value of indicators on a
variable. A variable can be declared to meet composite reliability if it has a composite
reliability value greater than 0.700. The composite reliability value of each variable is
presented in Table 2.

An indicator is declared to meet convergent validity with a good category if its outer
loading value is more significant than 0.700. The following are the outer loading values of
each indicator in the research variable. Based on data analysis, it was found that many
research variable indicators have outer loading values greater than 0.700. The loading value
measurement scale of 0.500 to 0.600 is considered sufficient to meet the requirements for
convergent validity. The data above shows that there are no variable indicators whose outer
loading values are below 0.500, so all indicators are declared feasible or valid for use in
research and can be used for further analysis. In addition to looking at the outer loading
value, convergent validity can also be assessed by looking at the Average Variance
Extracted (AVE) value greater than 0.500 so that it can be said to be valid using convergent
validity the AVE value of each research variable, as shown in Table 2.
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Table 2. Construct Reliability and Validity

Cronbach's rho_A Composite  Average Remarks

Alpha Reliability ~ Variance
Extracted
(AVE)

Business Performance SMEs (BPS) 0.721 0.734 0.843 0.642 Reliable
Consumer Trust Barriers (CTB) 0.634 0.640 0.798 0.568 Reliable
Decision Making Barriers (DMB) 0.837 0.859 0.887 0.663 Reliable
Environmental Barriers (EB) 0.666 0.667 0.818 0.600 Reliable
Organisational Barriers (OB) 0.765 0.930 0.849 0.654 Reliable
Technological Barriers (TB) 0.780 0.798 0.858 0.603 Reliable

Source: Processing output with SmartPLS 3.0

Table 2 shows that the Composite Reliability value of all research variables is greater
than 0.700. The Business Performance SMEs value is 0.843, Consumer Trust Barriers
(CTB) is 0.798, Decision Barriers (DMB) is 0.887, Environmental Barriers (EB) is 0.818,
Organizational Barriers (OB) is 0.849 and Technological Barriers (TB) is 0.858. This shows
that each variable has met the composite reliability, so it can be concluded that all variables
have a high level of reliability. The construct value is reliable if Cronbach's alpha is more
than 0.600. The results of this study, as shown in Table 2, show that Cronbach's Alpha value
is more than 0.600.

Inner Model Evaluation. The following shows the evaluation image of the internal
structural model in this study. From Figure 4, the influence of each variable from the
resulting research can be explained.
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Figure 4. Inner Model Evaluation
Source: Processing output with SmartPLS 3.0
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R-Square. The inner model in the analysis using the Structural Equation Modeling
(SEM) method can be evaluated by looking at the R-Square (R?) value or coefficient of
determination. Using R-Square to evaluate the inner model helps determine the model's
suitability and the independent variables' effectiveness in influencing the dependent variable
the results of the R-Square value data analysis, as shown in Table 3.

Table 3. Test results R

R Square R Square Adjusted
Business Performance SMEs 0.549 0.540
Source: Processing output with SmartPLS 3.0

Table 3 shows the R? value for SMEs' Business Performance of 0.549, which indicates
that the independent variables in the research model can explain 54.900 per cent of the
variation in SMEs' business performance. Meanwhile, the Adjusted R Square value of 0.540
adjusts the number of variables, correcting for possible bias due to adding variables. This
value indicates that the model has a moderate ability to explain the factors that influence the
business performance of SMEs fostered by LAZISMU East Java.

Hypothesis Test. At this stage, hypothesis testing is carried out, and the hypothesis
criteria are accepted if the p-value is less than 0.050 or the T-value is greater than 1.960.

Table 4. Hypothesis Testing

Hypothesis T Statistics P Values Conclusion
(|O/ISTDEV))

H1: Decision Making Barriers 1.667 0.096 Not Supported
(DMB) -> Business Performance
of SMEs
H2: Technological Barriers (TB) - 4.680 0,000 Supported
> Business Performance of SMEs
H3: Organizational Barriers (OB) 0.687 0.492 Not Supported
-> Business Performance of SMEs
H4: Environmental Barriers (EB) 8.708 0,000 Supported
-> Business Performance of SMEs
H5: Consumer Trust Barriers 0.733 0.464 Not Supported
(CTB) -> Business Performance
of SMEs

Source: Processing output with SmartPLS 3.0

From Table 4 of the hypothesis test results, the findings of this study are:

H1 is not accepted, where Decision Making Barriers have a positive but insignificant
effect on SMEs Business Performance with a t-statistic value of 1.667 smaller than 1.96 and
a p-value of 0.096 greater than 0.050, which means that the results of the statistical analysis
show that decision-making barriers in e-commerce do not have a significant effect on the
business performance of UMKM fostered by LAZISMU East Java.

H2 is accepted, where Technological Barriers have a significant positive effect on
SMEs Business Performance with a t-statistic value of 4.680 greater than 1.96 and a p-value
of 0.000 less than 0.050, which means that the statistical analysis shows that technological
barriers in e-commerce have a significant positive effect on the business performance of
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UMKM fostered by LAZISMU East Java.

H3 is not accepted, where Organizational Barriers have a positive but insignificant
effect on SMEs Business Performance with a t-statistic value of 0.687 smaller than 1.96 and
a p-value of 0.492 greater than 0.050, which means that the results of the statistical analysis
show that organisational barriers to e-commerce do not have a significant effect on the
business performance of SMEs fostered by LAZISMU East Java.

H4 is accepted, where Environmental Barriers have a significant positive effect on
SMEs Business Performance with a t-statistic value of 8.708 greater than 1.96 and a p-value
of 0.000 less than 0.050, which means that the statistical analysis shows that environmental
barriers to e-commerce have a significant positive effect on the business performance of
SMEs fostered by LAZISMU East Java. H5 is not accepted, where Consumer Trust Barriers
have a positive but insignificant effect on SMEs' Business Performance with a t-statistic
value of 1.667, which is smaller than 1.96 and a p-value of 0.096 which is more significant
than 0.050, which means that the statistical analysis shows that consumer trust barriers in e-
commerce do not have a significant effect on the business performance of SMEs fostered
by LAZISMU East Java.

DISCUSSION

The findings of this study are important because they provide in-depth insights into
the factors that influence the business performance of LAZISMU-assisted MSMEs in East
Java in the context of e-commerce, which can be used as a basis for strategic decision-
making. By knowing that obstacles such as decision-making, organisation, and consumer
trust do not significantly influence, LAZISMU can direct MSME empowerment efforts to
more crucial aspects, such as strengthening technological adaptation and responding to
changes in the business environment. This study helps LAZISMU focus more on providing
relevant support and training for MSMEs to develop optimally in the digital era, thereby
increasing their competitiveness and business sustainability in an increasingly competitive
market.

The influence of decision-making barriers in E-Commerce on the business
performance of MSMESs. The results of this study indicate that decision-making barriers in
e-commerce do not significantly impact the business performance of MSMEs fostered by
LAZISMU East Java. This may be because decision-making is not the main challenge
MSMEs face in e-commerce. (Karami & Tang, 2022) state that MSMEs often face
technical or operational problems, such as technology and logistics, directly impacting
business success (Adiningrat et al., 2023). MSME owners, who usually also act as decision-
makers, tend to focus on these challenges, while decision-making may be considered
routine and does not require special attention. In addition, limited human resources in
MSMEs often require owners to take on many roles, so there is not enough focus on the
decision-making process.

MSMEs may also have developed ways to overcome decision-making barriers by
using external assistance. Many e-commerce platforms now offer analytical tools and
guidance that facilitate decision-making (Bening et al., 2023). MSMEs can use external data
and advice to determine their business steps. With this support, the impact of decision-
making barriers can be minimised so that they do not significantly affect MSME
performance. As a result, decisions related to e-commerce adoption tend not to directly
impact business performance due to the support of technology and other strategies that help
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overcome these challenges.

Several solutions can be implemented to overcome decision-making barriers in e-
commerce that are not significant to MSME business performance. First, MSMEs can
improve the technology literacy of owners or management to make decision-making more
efficient and data-based. Training and workshops on e-commerce analysis tools can help
business actors better identify strategic decisions (Bening et al., 2023). MSMEs can
collaborate with e-commerce experts to overcome difficulties in business decision-making.
Support in the form of data analysis, product recommendations, and appropriate marketing
strategies can be an effective solution (Dwivedi et al., 2021).

Second, MSMEs must optimise internal systems to be more adaptive when facing e-
commerce market dynamics. By increasing integration between management and
operations, business actors can be more responsive to changing trends and market conditions
without too many barriers in the decision-making process. This approach can be made by
implementing a more structured management system, such as inventory and transaction
management software, to make the decision-making process faster and more accurate
(Karami & Tang, 2022). Overcoming these barriers can improve MSME business
performance in the long term.

Technological barriers in E-Commerce positively affect the business performance of
MSMEs. The findings of this study indicate that technological barriers to e-commerce have
a significant positive effect on the business performance of MSMEs fostered by LAZISMU
East Java. These results indicate that facing technological challenges can encourage
MSMEs to grow. When MSMEs face technological barriers, they are forced to innovate,
adopt digital solutions, and improve their technological infrastructure. This process
improves operational efficiency, market reach, and consumer experience.

MSMEs generally have more straightforward and flexible organisational structures
than large companies. This lighter structure allows MSMEs to adapt to market and
technological changes quickly. The ability to make decisions quickly and implement
operational changes efficiently can reduce the impact of organisational barriers. For
example, an MSME can quickly respond to changes in consumer trends or new technologies
without going through many layers of bureaucracy. First, overcoming technological barriers
to e-commerce allows MSMEs to improve operational efficiency, optimise business
processes, and expand market reach. With a strong technological infrastructure and adopting
sophisticated e-commerce solutions, MSMEs can attract more customers, increase the
number of transactions, and create a Dbetter shopping experience for consumers
(Amornkitvikai et al., 2021b).

The e-commerce environment provides various solutions and services to help MSMEs
overcome organisational barriers. E-commerce platforms often offer tools and features that
support business process management, such as inventory management systems, sales
analytics, and digital marketing tools. These tools can help MSMEs manage their operations
more effectively, reduce administrative burdens, and overcome possible challenges. In
addition, overcoming technological barriers to e-commerce can also provide MSMEs with
a competitive advantage in an increasingly digital market (Elia et al., 2021). In an era where
technology plays a key role in business processes, MSMEs that can adapt and utilise
technology effectively are more successful in achieving better business performance
(Bening et al., 2023b; Khsroo et al., 2024).

MSMEs are quicker to adopt new technologies and implement innovations than larger
companies. In the world of e-commerce, the ability to innovate and adapt quickly can be a
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competitive advantage. MSMEs that are proactive in using the latest technology or taking
advantage of digital trends can mitigate the impact of organisational barriers and improve
their business performance. Therefore, reducing technological barriers in e-commerce can
be an effective strategy for improving the competitiveness and success of MSME businesses
in a competitive market.

Organisational barriers may become less relevant as the focus shifts to factors such as
digital marketing strategies, customer service, and user experience. MSMEs that can
capitalise on opportunities in this dynamic e-commerce environment can overcome
organisational barriers more effectively. With technology continuing to advance,
overcoming technological barriers can provide MSMEs with significant advantages in terms
of operational efficiency and competitiveness in the global market.

Organisational Barriers to E-Commerce on the business performance of MSMESs. The
results of this study indicate that organisational barriers in e-commerce do not significantly
impact MSME business performance. This finding indicates that in the context of e-
commerce, organisational barriers may not be the main factor affecting MSME business
performance. MSMEs often have more straightforward and flexible structures than large
companies with complex organisational structures and strict hierarchies. This flexibility
allows MSMEs to adapt to changes more quickly and overcome organisational barriers more
efficiently, which can mitigate potential negative impacts on their business performance.

In the highly dynamic e-commerce environment, MSMES can access various solutions
and services to help them overcome organisational barriers (Yani et al., 2023). E-commerce
platforms often offer advanced features such as inventory management systems, analytical
tools, and marketing integrations, enabling MSMEs to manage their business processes
better (Hendrawan et al., 2024). For example, these features can help MSMEs optimise
stock management, analyse sales data, and design more effective marketing campaigns,
reducing organisational barriers' impact and improving business performance.

In addition, MSMEs' ability to innovate and adapt quickly in e-commerce gives them
a significant competitive advantage. MSMEs are often more agile in adopting new
technologies and leveraging digital trends, which allows them to face challenges more
proactively (Noerchoidah et al., 2022). By leveraging the latest technologies and responding
quickly to market changes, MSMEs can improve operational efficiency and expand their
market reach, which can help overcome organisational barriers and improve their
performance in the long run.

Thus, while organisational barriers exist in e-commerce, their impact on MSME
business performance may not be significant in the long run (Mochklas et al., 2023). The
flexibility of MSME organisational structures, access to supportive technology solutions,
and the ability to adapt quickly are key factors that enable MSMEs to manage organisational
barriers better and achieve better results in the competitive e-commerce environment.

The influence of environmental barriers in E-Commerce on the business
performance of MSMESs. The results of this study indicate that environmental barriers in e-
commerce significantly positively affect the business performance of MSMEs. This
positive effect can be explained through several interrelated factors. First, facing
environmental barriers, such as regulatory changes, market conditions, or new industry
trends, encourages MSMEs to seek innovative and creative solutions to overcome these
challenges (Hussain et al., 2020). This process often triggers the development of new
strategies, application advanced technologies, or collaboration with strategic partners. In
this way, MSMESs can overcome obstacles, improve operational efficiency, expand market

127

-ﬂl" S]nta iy 7254815780

Jurnal Manajemen/Volume 29, No. 01, February 2025: 202-226

21
DOI: http://dx.doi.org/10.24912/jm.v29i1.2484 8




Jurnal Manajemen

[EIM

E-ISSN: 2549-8797

ISSN: 1410-3583

share, and increase their competitive advantage (Nazir & Roomi, 2021).

Overcoming environmental barriers in e-commerce allows MSMEs to develop
adaptive capacity and resilience in complex market dynamics. When MSMEs strive to
respond to change quickly and effectively, they learn to operate more efficiently in a
changing environment. For example, MSMEs may need to adapt their business models,
modify their product offerings, or change their marketing strategies to stay relevant and
competitive (Bening et al., 2023c; Cassia & Magno, 2022). This process helps them
overcome barriers and prepares them for new opportunities that arise from these changes.

Addressing environmental barriers can improve operational efficiency and
competitive advantage and strengthen MSMEs' market position in the long term. MSMEs
that actively address environmental challenges can often capitalise on opportunities arising
from these changes to develop new products or services that better suit evolving market
needs. By proactively responding to regulatory changes or industry trends, MSMESs can
create significant differentiation in the market and build a reputation as pioneers in their
industry (Du, 2024).

Thus, addressing environmental barriers in e-commerce can be a very effective
strategy to strengthen MSMES' business performance and enable them to compete more
effectively in a changing market. MSMESs can turn challenges into opportunities, increase
competitiveness, and ensure long-term growth and success through an innovative and
adaptive approach.

The influence of consumer trust barriers in e-commerce on the business performance
of MSMEs. The findings of this study indicate that consumer trust barriers in e-commerce
do not significantly affect the business performance of MSMEs fostered by LAZISMU East
Java. This finding suggests that in the context of e-commerce, other factors significantly
impact consumer purchasing decisions and MSME business performance. Although
consumer trust is an important element in building long-term relationships with customers,
in many cases, factors such as product quality, competitive prices, and good service can be
more dominant in influencing consumer purchasing decisions (Ji et al., 2020; Wu & Huang,
2023). Therefore, although consumer trust is important, these factors may have a more direct
impact on MSME business performance.

In addition, MSMESs may have other strategies or mechanisms to overcome consumer
trust barriers in e-commerce. MSMEs often focus on building strong personal relationships
with their customers, which can help gradually address consumer concerns and build trust.
Direct customer communication, responsive customer service, and product quality
assurance can help address concerns and build a positive reputation. In this way, MSMEs
can mitigate the negative impact of consumer trust barriers without relying entirely on them
(Ji et al., 2020).

MSMEs can also leverage the power of their brand presence to enhance consumer
trust. Strengthening brand image through effective marketing, customer testimonials, and
product certification can enhance consumer trust. Brands for consistent quality and
reliability often overcome consumer trust barriers better than those not well-known. By
building a strong brand image, MSMEs can alleviate consumer concerns and improve
business performance (Wu & Huang, 2023).

Thus, although consumer trust barriers exist, their impact on MSME business
performance may be limited in the long run. MSMES can overcome these barriers through
various strategies, including strengthening customer relationships, offering product quality
assurance, and building a strong brand presence. Although consumer trust is important,
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other factors such as product quality, price, and service may significantly impact MSME
business performance in the long run.

CONCLUSION

Based on the data analysis and discussion of this study, it can be concluded: (1)
Decision-making barriers in e-commerce do not significantly influence the business
performance of MSMEs fostered by LAZISMU East Java. (2) Technological barriers in e-
commerce significantly influence the business performance of MSMEs fostered by
LAZISMU East Java. (3) Organisational barriers in e-commerce do not significantly
influence the business performance of MSMEs fostered by LAZISMU East Java. (4)
Environmental barriers in e-commerce significantly influence the business performance of
MSMEs fostered by LAZISMU East Java. (5) Consumer trust barriers in e-commerce do
not significantly influence the business performance of MSMEs fostered by LAZISMU East
Java. (6) Recommendations can be submitted to help MSMEs fostered by LAZISMU East
Java overcome the obstacles faced in adopting e-commerce and improve their business
performance. MSMEs fostered by LAZISMU East Java must focus on improving
infrastructure and technological skills. This can include investing in a more sophisticated e-
commerce system, training employees in the latest technology, and developing applications
or platforms enabling better customer interaction.

The limitations of research on improving the performance of MSMEs in LAZISMU
East Java are related to obstacles to e-commerce adoption, which include several aspects.
First, this study may be limited to an area, namely East Java, so the results cannot be
generalised to MSMEs in other areas with different challenges or market conditions.
Second, this study may only highlight certain factors, such as technological barriers,
organisations, and consumer trust. In contrast, other factors, such as access to capital,
government regulations, or infrastructure support, may also play an important role in the
success of e-commerce adoption. Third, using quantitative data alone may not provide a
complete picture of the more complex dynamics of the decision-making process at the
MSME managerial level. These limitations open up opportunities for further research that
can address methodological limitations and broaden the scope of analysis.

Further research on improving MSME performance related to barriers to e-commerce
adoption is recommended to expand the geographical scope to identify differences in
challenges faced by MSMEs in various regions. In addition, future research can explore
other factors that may affect MSME business performance in more depth, such as access to
capital, the role of government policies, or digital infrastructure support. A mixed approach
between quantitative and qualitative data can also be used to understand better MSMES'
motivations, perceptions, and managerial strategies in dealing with e-commerce barriers.
Further research can also explore the impact of technology assistance programs and digital
training on improving MSME performance.
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