Faculty Economics and Business Building UIN Syarif Hidayatullah Jakarta

JI. Ibn. Sina IV, Ciputat 15412

Telp. (021) 22744610, Fax. (021) 7496006

Email: etikonomi@uinjkt.ac.id

Website: http://journal.uinjkt.ac.id/index.php/etikonomi

1412"8967

Iouoyng

120Z “(2) 0T sWwn|oA

Volume 20 (2), 2021

Fukonomu

Jurnal Ekonomi

How Hotel Industry cope up with the COVID-19: An SME
Perspective

Muhammad Nawaz Tunio, Lenny Yusrini, Zubair A. Shah,
Naveeda Katper, Musthaq Ali Jariko

The Heterogeneous Effects of COVID-19 Outbreak on Stock
Market Returns and Volatility: Evidence from Panel Quantile
Regression Model

Noreen Khalid, Raja Fawad Zafar, Qasim Raza Syed, Roni
Bhowmik, Muhammad Jamil

Industry 4.0 and Business Policy Development: Strategic
Imperatives for SME Performance

Normala S Govindarajo, Dileep Kumar M, Erum Shaikh, Mukesh
Kumar, Pramod Kumar

The Impact of Special Economic Zones (SEZs) on Economic
Growth: Where the Absorption Capacity of Domestic Labor
Stands?

Shujaa Wagqar, Iftikhar Badshah, Marium Sara Minhas Bandeali,
Saira Ahmed

Fiscal Policy of Economic Development: Comparative
Characteristics of Ukraine and Poland

laroslav Petrunenko, Ruslan Lavrov, Vasyl Kuybida, Maksym
Slatvinskyi, Andrii Zelenskyi

The Inductiveness of Agricultural Village-Type Cluster
Creation in Developing Countries

Lyudmila Ivanovna Petrova, Nadezda Yurievna Glubokova,
Ravil Gabdullaevich Akhmadeeyv, Olga Alekseevna Bykanova,
Elena Igorevna Artemova, Ramzil Borisovich Gabdulkhakov

Smart-Specialization of The Agro-Industrial Complex in The
Context of Digital Transformation of Regional Economic Systems
Anna M. Kulik, Elena A. Lavrinenko, Julia V. Lyshchikova, Elena
A. Stryabkova

Published:

ISSN 1412-8969
E-ISSN 2461-0771

The Relationship between ES-QUAL Model and Online
Purchase Intention in the Context of Rising Global Marketplace
of E-Commerce

Sana Baqai, Jawaid Ahmed Qureshi, Ejindu Iwelu MacDonald
Morah

Role of The ICT in Women Empowerment and Achieving
SDGs: A Case Study of Women Labor Force in Developing
Countries

Amna Noor, Zahid Asghar, Haroon Sarwar, M. Irfanullah Arfeen

Women in the Whirlpool: Traversing the Tie-up of Personality
and Work-Life Balance of Pakistani Academicians

Salima Shahin, Muhammad Nawaz Baloch, Najia Shaikh, Iqra
Ibrahim, Ahsan Ali Abbassi

The Impact of Tax and Social Expenditure Policies on Income
Distribution: Evidence from South Asia
Suhrab Khan, Ihtsham Ul Haq Padda

The Impacts of Tourism and Governance on CO? Emissions in
Selected South Asian Countries
Zubaria Andlib, Julio Salcedo-Castro

The Reviews on Sustainable and Responsible Investment
(SRIs) Practices According to Magasid Shariah and Maslahah
Perspectives

Muhammad Zarunnaim Haji Wahab, Asmadi Mohamed Naim

The Role of Technology Usage in Mediating Intellectual
Capital on SMEs Performance During the Covid-19 Era
Faisol, Puji Astuti, Sigit Puji Winarko

How Did The Financial Markets Respond to The COVID-19
Pandemic? Empirical Evidence from BRICS Countries
Kavita Chavali, Hazem Al Samman, Syed Ahsan Jamil

Faculty of Economics and Business State Islamic University (UIN) Syarif Hidayatullah Jakarta



Fakonomi

Jdurnal Ekonomi

The journal is published by Faculty of Economics and Business UIN Syarif Hidayatullah Jakarta, Indonesia.
This journal focused on Economics, Business and Management studies. The journal is published twice a year.
The journal is accredited by Ministry of Research, Technology and Higher Education Republic of Indonesia
051/E/KPT/2017 Since December 4, 2017 Amendment of No. 48a/KPT/2017 (Valid until Volume 20(2),
2021). The journal indexed by ESCI, Dimesionns, DOAJ, CrossRef, Google Scholar, Moraref, etc.

Editor in Chief

M. Arief Mufraini (UIN Syarif Hidayatullah Jakarta, Indonesia)

M. Nur Rianto Al Arif (UIN Syarif Hidayatullah Jakarta, Indonesia)

Guest Editor

Farhan Ahmed (NED University of Engineering & Technology, Pakistan)
Associate Editors

Evan Lau (Universiti Malaysia Serawak, Malaysia)

Faizul Mubarok (UIN Syarif Hidayatullah Jakarta, Indonesia)

Ismawati Haribowo (UIN Syarif Hidayatullah Jakarta, Indonesia)

Larisa Ivascu (Politehnica University of Timisoara, Romania)
Muddassar Sarfaz (Nanjing Univ. of Information Science & Technology, China)
Muniaty Aisyah (UIN Syarif Hidayatullah Jakarta, Indonesia)

Sutan Emir Hidayat (Komite Nasional Ekonomi & Keu. Syariah, Indonesia)
Editorial Advisory Board

Ahmad Rodoni (UIN Syarif Hidayatullah Jakarta, Indonesia)

Amilin (UIN Syarif Hidayatullah Jakarta, Indonesia)

Amin Wibowo (Universitas Gadjah Mada, Indonesia)

Chris Rowley (University of Oxford, United Kingdom)

Irwan Trinugroho (Universitas Sebelas Maret, Indonesia)

Md. Shabbir Alam (Dhofar University, Oman)

Moch. Doddy Ariefianto  (BINUS University, Indonesia)

Muhammad Abduh (Universiti Brunei Darussalam, Brunei Darussalam)
Peter L Jones (University of Gloucestershire, United Kingdom)
Ramayah Thurasamy (University Sains Malaysia, Malaysia)

Roseline Ahmad Saufi (Universiti Malaysia Kelantan, Malaysia)

Samuel Edson Bayon (Africa University, Zimbabwe)

Ubaldo Comite (University of Calabria, Italy)

Unggul Purwohedi (Universitas Negeri Jakarta, Indonesia)

Editorial Office

Faculty Economics and Business Building 2, UIN Syarif Hidayatullah Jakarta
(@] JL Ibn. Sina IV, Ciputat 15412

(021) 22744610, Fax. (021) 7496006

(=] etikonomi@uinjkt.ac.id

hetp://journal.uinjke.ac.id/index. php/etikonomi


mailto:etikonomi%40uinjkt.ac.id?subject=
http://journal.uinjkt.ac.id/index.php/etikonomi

CONTENTS

How Hotel Industry cope up with the COVID-19: An SME Perspective
Muhammad Nawaz Tunio, Lenny Yusrini, Zubair A. Shah, Naveeda Katper, Musthaq Ali Jariko

The Heterogeneous Effects of COVID-19 Outbreak on Stock Market Returns and Volatility:
Evidence from Panel Quantile Regression Model
Noreen Khalid, Raja Fawad Zafar, Qasim Raza Syed, Roni Bhowmik, Mubhammad Jamil

Industry 4.0 and Business Policy Development: Strategic Imperatives for SME Performance
Normala S Govindarajo, Dileep Kumar M, Erum Shaikh, Mukesh Kumar, Pramod Kumar

The Impact of Special Economic Zones (SEZs) on Economic Growth: Where the Absorption
Capacity of Domestic Labor Stands?
Shujaa Wagqar, Iftikhar Badshah, Marium Sara Minhas Bandeali, Saira Ahmed

Fiscal Policy of Economic Development: Comparative Characteristics of Ukraine and Poland
laroslav Petrunenko, Ruslan Lavrov, Vasyl Kuybida, Maksym Slatvinskyi, Andrii Zelenskyi

The Inductiveness of Agricultural Village-Type Cluster Creation in Developing Countries
Lyudmila Ivanovna Petrova, Nadezda Yurievna Glubokova, Ravil Gabdullaevich Akbhmadeev,
Olga Alekseevna Bykanova, Elena Igorevna Artemova, Ramzil Borisovich Gabdulkhakov

Smart-Specialization of The Agro-Industrial Complex in The Context of Digital Transformation
of Regional Economic Systems
Anna M. Kulik, Elena A. Lavrinenko, Julia V. Lyshchikova, Elena A. Stryabkova

The Relationship between ES-QUAL Model and Online Purchase Intention in the Context of
Rising Global Marketplace of E-Commerce
Sana Baqai, Jawaid Ahmed Qureshi, Ejindu Iwelu MacDonald Morah

Role of The ICT in Women Empowerment and Achieving SDGs: A Case Study of Women
Labor Force in Developing Countries
Amna Noor, Zahid Asghar, Haroon Sarwar, M. Irfanullah Arfeen

Women in the Whirlpool: Traversing the Tie-up of Personality and Work-Life Balance of
Pakistani Academicians

Salima Shahin, Mubhammad Nawaz Baloch, Najia Shaikh, Iqra lbrahim, Ahsan Ali Abbassi

The Impact of Tax and Social Expenditure Policies on Income Distribution: Evidence from
South Asia
Subrab Khan, Ihtsham Ul Haq Padda

The Impacts of Tourism and Governance on CO? Emissions in Selected South Asian Countries

Zubaria Andlib, Julio Salcedo-Castro

The Reviews on Sustainable and Responsible Investment (SRIs) Practices According to Maqasid
Shariah and Maslahah Perspectives
Mubammad Zarunnaim Haji Wahab, Asmadi Mobamed Naim

The Role of Technology Usage in Mediating Intellectual Capital on SMEs Performance During
the Covid-19 Fra
Faisol, Puji Astuti, Sigit Puji Winarko

How Did The Financial Markets Respond to The COVID-19 Pandemic? Empirical Evidence
from BRICS Countries
Kavita Chavali, Hazem Al Samman, Syed Ahsan Jamil

213 -224

225 -238

239 - 258

259- 274

275 - 296

297 - 308

309 - 318

319 - 336

337 - 346

347 - 366

367 - 382

383 -394

395 - 410

411 - 426

427 - 440



Etikonomi
Volume 20 (2),2021:411 - 426
P-ISSN: 1412-8969; E-ISSN: 2461-0771

The Role of Technology Usage in Mediating Intellectual Capital
on SMEs Performance During the Covid-19 Era

Faisol™, Puji Astuti?, Sigit Puji Winarko?®

23Universitas Nusantara PGRI Kediri, East Java, Indonesia
E-mail: faisol_hambali@yahoo.co.id, *pujiastuti208@gmail.com, 3sigitpuji@unpkediri.ac.id

“Corresponding Author

JEL Classification:

02

034

M21

Received: 16 January 2021
Revised: 08 May 2021

Accepted: 30 May 2021

Abstract

This study examines technology in mediating human capital,
customer capital, and organizational capital on SMEs’ performance
during Covid-19. To test the hypothesis, the PLS-SEM method was
applied. Data collection was conducted by sharing questionnaires to
150 owners of small industrial clusters in East Java, Indonesia. The
empirical results show that human capital and technology usage
directly affect significantly on SMEs’ performance. Furthermore,
technology usage has a significant influence in mediating human
capital on firms performance. We provide implications for using
technology for practice and using a socio-technical approach by
SMEs to face challenges related to their work organization in
response to COVID-19 while maintaining their activities. We
hope that our reflection will be a source of thought for scholars
and practitioners to explore further using technology for SMEs
to secure business continuity during COVID-19.
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Introduction

In the case of COVID-19, academics and practitioners discussed a new threat,
namely the shock of the global society. If someone compares the current crisis to the
2008 crisis, they will see that the problem is related to challenges related to the supply
of capital and the chain of supply and, in particular, disruptions to upstream and
downstream flows from that. This is evident in China, where factories are shutting down
product supply is reduced, especially auto parts and clothing components. At the same
time, worldwide lockdowns and the closure of industries such as travel, hospitality, and
retail allowed significant worldwide business closings and further disruptions, including

an increase significantly in unemployment, to occur in the months ahead.

Meanwhile, governments worldwide, including Indonesia, are issuing policies
and implementing action plans including restrictions (i.e., lockdowns of countries,
temporary closure of physical business operations) to prevent the spread of the Covid-19
epidemic. These restrictions impact sustainable business operations, including reducing
business activities, human resource issues related to staff disruptions, supply chain, and
other activities. These restrictions have a more severe impact on small and medium
enterprises (SMEs) than on large and global companies (Saturwa et al., 2021; Beglaryan
& Shakhmuradyan, 2020; Sahoo & Ashwani, 2020). Due to SMEs' lack of resources,
external crises such as the COVID-19 outbreak threaten the SME market. They are hit
with great force and worsen the situation (Eggers, 2020). SMEs face various problems
such as declining demand, supply chain disruptions, cancellation of export orders, shortage

of raw materials, and transportation disruptions, among others (Shafi et al., 2020).

SMEs are particularly vulnerable because they tend to have lower reserve capital,
fewer assets, and lower productivity levels than large firms (OECD, 2020). In addition,
small organizations and their leaders face challenges in crisis times (Shane, 2011). Passingly,
they explore new opportunities because of their size and flexibility (Davidsson, 2015) and
develop emerging strategies for the sustainability of business operations. In the UK, SME
businesses account for 99.3% of all private sector business, 47.8 percent of private-sector
employment, and 33.2 percent of private sector turnover. Thus, SMEs have implications
for the broader economy. So far, limited research has focused on SMEs' experience and
how organizational actors interact during the crisis (Cucculelli & Peruzzi, 2020; Doern
et al., 2019; Mayr et al.,, 2017; Ogawa & Tanaka, 2013). More specifically, previous
research has neglected identifying appropriate actions and strategies taken by leaders in
times of crisis and the effectiveness of these strategies based on the company's capabilities
(Bundy et al., 2016; Kunc & Bandahari, 2011), especially in terms of SME context
(Appelbaum et al., 2012; Randall, 2018).

Some researchers agree that intellectual capital components such as organizational
capital, social capital, and human capital can add value to a company's goals (Khalique et
al., 2013b; Absah et al., 2018; Nhon et al., 2018). Human capital, for example, with a
level of education, experience, knowledge, social skills, innovation, and attitude in carrying

out its work, will create value to achieve goals. As a result, the creation of added value
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by human capital in the performance of their duties and work will provide a company
with a sustainable income in the future (Nhon et al., 2018; Absah et al., 2018).

A slew of intellectual capital studies has looked into the direct effects model on
business performance within the context of SMEs (McDowell et al., 2018; Williams et al.,
2019; Bakhru, 2019). These studies emphasized the evaluation of the intellectual capital
parameters of a business school. They considered that intellectual capital parameters can
be used by academic administrators and also as a means for compensation of a business
school teacher. It finds that the intellectual capital will improve the quality of teaching
and help the business school achieve a higher ranking and repute (Bakhru, 2019).
The current studies have highlighted the inconsistency of previous research in which
an indirect effects model, particularly the use of technology as a significant mediating
variable in enhancing the sustainability of SMEs, was overlooked (Jimsi et al, 2011; Kim
& Orazem, 2017; Zhong et al., 2020; Adam, 2021). There was also an inconsistency
between intellectual capital and SMEs' performance (Absah et al., 2018; Maharani &
Fuad, 2020; Ahmed et al., 2020; Mubarik et al., 2020). As a result, through technology,
the intellectual capital component indirectly influences SMEs' sustainability. Limited prior
empirical research has emphasized the significance of addressing the mediating effect of
technology use on the relationship between intellectual capital components and SME

performance.

To take on the consequences of extreme events and due to COVID-19, SMEs
can use, among other things, technology usage. These include, for example, mobile and
internet technology with next-generation telecommunications networks (e.g., 5G), big
data analytics, artificial intelligence (Al) using deep learning, and blockchain technology.
Technology usage digitizes and crosslinks the value creation process. Firms that use the
technology are more important than what they use it for—investment and commitment
to the Internet influence successful implementation. Moreover, firms with an existing
export sales capability fare better using VECs (virtual export channels). There is evidence
in the literature that appropriate strategic adoption of technology can lead to increased
competitiveness, productivity, and performance (Bruque & Moyano, 2007; Chan et al,
2018; Kleis et al., 2012). At the same time, companies must have the appropriate
capabilities, culture, and talent within the organization to experiment and conceptualize
how technology usage (TU) will affect current and future business processes and models
(Kane et al., 2015). The internet can provide good external enterprise development
conditions, mainly displays two relevant mechanisms (enterprise characteristics and
external environment) (Reuber & Fischer, 2011; Terziu et al., 2020), and they can be
grouped into six channels (enterprise innovation, enterprise business model, enterprise
performance, enterprise productivity, enterprise import and export trade, and enterprise
location selection) (Zhong et al., 2020).

This study aims to provide valuable recommendations to business people in designing

and managing intellectual capital components and technology usage in the business sector

because the use of technology is a newly discovered issue (Terziu et al., 2020; Zhong et
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al., 2020; Adam, 2021). The use of technology may enhance the competence of social
capital in company productivity, such as in the fields of marketing, production, and
service (Kim & Orazem, 2017; Terziu et al., 2020). Additionally, technology can decrease
the cost of communication and information processing, changes business processes and
work practices, and create new products and values through e-commerce (Jimsi et al.,
2011; Jovanovic et al., 2020).

According to the findings of the current studies, other specific aspects of the
sustainability of SMEs must consider the use of technology to improve business
performance (Zhong et al., 2020; Jovanovic et al., 2020). Firms that adopted technology
carlier saw faster productivity gains than similar firms that did not (Fernandes et al., 2019;
Ghasemaghaei & Calic, 2019). Companies with higher Internet connection speeds via
broadband increase company productivity compared to companies without connections or
companies that only have access through dial-up services (Kim & Orazem, 2017). This
condition will make it easier for SMEs to improve their performance, such as in the roles
of their resources in production, marketing, and sales. Although the relationship between
intellectual capital, technology use, and SME performance has been extensively researched,
the effects and properties of using technology as a mediating variable in the context
of this study have not been adequately discussed (Jovanovic et al., 2020; Zhong et al.,
2020). Many researchers argue that a variety of factors could cause this situation. First,
many previous studies have extensively described the direct effect of intellectual capital
on firm performance (Zuhir, Surin, & Rahim, 2019; Maharani & Fuad, 2020; Ahmed
et al., 2020). Second, several previous studies used a structured review approach to the
existing literature on the relationship between internet use and corporate development
(Zhong et al., 2020), Third, Using the OLS approach, This research paradigm has typically
used simple descriptive and association methods to achieve short-term goals and solve
immediate problems (Bartelsman et al., 2018; Fernandes et al., 2019). As a result, the
study's findings are only recommendations, and they may not be of much assistance to
practitioners and academics in understanding the complexities of using technology to

sustain SMEs in a globalized and volatile economy.

However, the role of technology as a moderating variable has not been studied.
As a result, it is critical to investigate the nature of this relationship. This circumstance
motivates the researchers to broaden the literature by investigating the role of technology
as a moderator in the relationship between intellectual capital and business performance.
Therefore, the objectives of this research are 1) to examine the impact of components
of intellectual capital on the performance of SMEs; 2) whether the relationship between
components of intellectual capital and the performance of SMEs is mediated by technology
usage; 3) whether there is a significant relationship between technology usage and the
performance of the firms in terms of growth in sales, satisfaction among customers,

financial perspective and internal business process.

This study confirms the role of technology usage, which the company can apply to
improve the performance of SMEs. This research's first contribution is to raise awareness

among SMEs about the components of intellectual capital and the benefits of technology
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use. Second, this study adds to the existing literature's theory by demonstrating that the
relationship between intellectual capital and the sustainability of SMEs can be developed
by reflecting on technology usage.

Method

This research is a study that examines the role of technology as a mediator of
the variables of human capital, customer capital, and organizational capital in improving
company performance. This study was conducted in small and medium industries (SMEs)
in East Java, Indonesia. Data collection was carried out by distributing questionnaires
to 150 owners of small industrial clusters in East Java, Indonesia, and 99 surveys were
collected. The questionnaires consist of 20 indicators of the Likert scale with responses 1
(strongly disagree) to 5 (strongly agree). Data collection was carried out by distributing
questionnaires to clusters in East Java which consisted of two parts, namely questions
related to the characteristics of respondents and the main variables. These characteristics

can be seen in Table 1.

Table 1. The demographic profiles of respondents

Location Cluster N=99 Category Frequency %
Madura Handicraft of Batik =16 Gender
Mojokerto Shoes of leather =16 Male =65 65.66
Sidoarjo Bags of leather =20 Female =34 3434
Pasuruan Furniture =15 Periode of SMEs
Malang Processing Food =17 1981-1990 =12 12.12
Processing Ceramic =15 1991-2000 =28 28.28
2001-2010 =35 3535
2011-2020 =24 24.24

Number of employees

1-4 (micro enterprises) =39 39.39
5-19 (small enterprises) =45 4545
20-99 (medium enterprises) =15 15.15

Table 1 displays that the firms are distributed in shoes, furniture, batik handicraft,
leather bags, food processing, and ceramic clusters located in selected regions of Madura,
Mojokerto, Sidoarjo Pasuruan, and Malang cities. The data showed that male entrepreneurs
(65.66%) dominate the business than female entrepreneurs (34.34% for females). Around
84.85% of the entrepreneurs operate micro and small enterprises (MSEs), whereas 15.15%
manage medium enterprises. By using 5-Likert’s scale, the respondents can choose 1
= strongly disagree, 2 = disagree, 3 = neutral, 4 = agree, and 5 = strongly agree for

replying the questions presented in Table 2.
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This research tests the mediating role of technology usage on the relationship
between intellectual capital and SMEs performance, including human capital, customer
capital, and organizational capital together, and the relationship between intellectual capital
on SMEs performance. This research consists of three exogenous constructs (human
capital (HC), customer capital (CC), organizational capital (OC), and two endogenous
constructs (technology usage (TU), SM Enterprise Performance (EP)). All these constructs

were measured based on observed variables.

Table 2. Items of Indicators

Human Capital(HC) Technology Usage (TU)

HCO1 - items related to skills TUO1 - items related to the new model for

HC02 - items related to intellectual ability selling

HCO03 - items related to knowledge and TUO2 - items related to the development of

expertise technology

HC04 - items related to attitude TUO3 - items related to internet usage in
working

Customer Capital (CC) TUO4 - items related to technology knowledge

CCO1 - items related to loyalty

CC02 - items related to customer satisfaction SMEs Enterprises Performance (EP)

CC03 - items related to customers’ complaints EPO1 - items related to financial perspectives

CC04 - items related to networking EP02 - items related to internal business
process

Organizational Capital EPO3 - items related to growth in sales

0OCO01 - items related to infrastructure & system  EP04 - items related to satisfaction among

0C02 - items related to policies and procedures customers

0OC03 - items related to exchange & relationship

0C04 - items related to culture

Partial Least Square structural equation modeling (PLS-SEM) was applied in this
research because it is widely applied by researchers in management, economics, and other
fields to test the causal association and effect between unobservable variables (Mourad
& Valette-Florence, 2016; Faisol, 2017). For many reasons, PLS-SEM has been adopted
in many research areas, such as management information systems, accounting, and
management in operation. Firstly, it is suitable for studies with small sample sizes, multiple
dependent variables, and a large set of independent variables. Second, it is suitable if
the research is at the initial stage of theoretical development (Ribau et al., 2017). Third,
PLS-SEM provides researchers to examine the measurement model concurrently with the
structural model and presents scholars to apply more complicated research models with
both mediating associations (Lee et al., 2011). In this paper, we used SMART-PLS 3.0
software. This research performs the bootstrapping of the PLS-SEM method to examine
the significance of relationships and the mediating effect of technology usage on the

relationship between intellectual capital and SMEs performance.

Result and Discussion

The evaluation of the measurement model applied in this study are the validity
test and reliability test. Validity tests include convergent validity that shows the values
of loading factor (A) and average variance extracted (AVE) and discriminant validity that
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shows the value of fornel larcker criterion and cross-loading. Then, the reliability test
shows composite reliability (CR) and Cronbach’s alpha (a). Table 3 presents the result

of the measurement model.

Table 3. Result of the measurement model

Construct Convergent Validity Reliability
onstructs
A significance AVE B CR
Human Capital(HC)
HCO1 0.777 ok
HCo02 deleted 0.630 0.706 0.836
HCo3 0.836 ok
HCo4 0.770 ok
Customer Capital (CC)

CCo1 0.932 HxR*
CCo2 0.906 HERE 0.822 0.892 0.933
cco3 deleted
CCo4 0.881 HxR*

Organizational Capital (OC)
0cCo1 0.803 Hxx
0C02 .0851 Hxx 0.679 0.766 0.864
0Co3 0.818 Hxx
0cCo4 deleted

Technology Usage (TU)
TUO1 deleted
TUO2 0.916 ex 0.801 0.753 0.889
TUO3 0.874 ex
TYO04 deleted
SMEs Performance (EP)

EPO1 0.905 e
EP0O2 0.820 e 0.695 0.791 0.872
EPO3 0.770 e
EPO4 deleted

Source: processed, 2021

Construct convergent validity was assessed using factor loading and AVE values
(Azlis-sani & Dawal, 2013). All factor loadings for all items in each construct (HC, CC,
OC, TU, and EP) were higher than 0.5 (Anderson & Gerbing, 1991) and statistically
significantly confirmed construct convergent validity using factor loadings criterion
achieved. Average variance extracted (AVE) values were found to be higher than 0.5.
This value is under suggested by (Chin, 2010).

Construct discriminant validity was assessed through Fornell larcker criterion
and cross-loading. Fornell Larcker is the correlation value between variables with the
variable itself and variables with other variables. The assessment is that this value
cannot be smaller than the other values (or we can say that the correlation value with
the variable itself must be greater than the correlation value of other variables). Cross
loading is the correlation value between indicators and variables. Indicators that should
affect the variable, the correlation value must be greater than the correlation value

with other variables. Table 4 presents the values of the discriminant validity summary.
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Table 4. Construct discriminant validity assessment summary

cC HC ocC EP TU
CcC 0.907
HC -0.004 0.794
0oC 0.209 0.376 0.824
EP 0.142 0.511 0.257 0.834
TU 0.040 0.565 0.383 0.461 0.895

Source: processed, 2021

Table 4 presents discriminant validity among constructs. The correlation value with the
variable itself was found more significant than the correlation value of other variables. This
indicates adequate discriminant validity. Therefore, the measurement model demonstrated
adequate convergent validity and discriminant validity. The construct measures in the
measurement model are confirmed as reliable and valid, and the next step is to assess the
structural model results. For assessing the structural model, criteria checked are R-Square,
T-statistic value, Path coefficient (B value), Predictive Relevance, and Model Fit. In the PLS
model, the squared correlation values of 0.68, 0,32, and 0.19 are considered substantial,
moderate, and weak, respectively (Chin, 2010). The R* value of each latent endogenous

construct shown in figure 2 is more significant than 0.3 and is considered substantial.

Table 5 shows the path coeflicient value along with the T-statistics (bootstrap)
values. The relationship between human capital and SMEs performance is significant
with B = 0.375 and p-value = 3.903 (Table value is 1.96 at 5% level of significance)
has a direct positive significant influence on SMEs performance. This indicates that
a 100 point change in human capital will bring about 37.5 point change in SMEs
performance effects relationship between technology usage and SMEs performance is
significant with 8 = 0.014 and p-value = 0.024 effects on SMEs’ performance. This
indicates that a 100 point change in technology usage will bring out 14 points change
the sustainability of SMEs" performance.

The quality of the PLS path model is evaluated by calculating Q2 statistics. The
model can predict by repeating the observed values through blindfolding procedures
(Tenenhaus et al. 2005). In the structural equation model, Q? greater than zero means
the model has predictive relevance, and less than zero means the model lacks predictive
relevance (Chin, 2010). As a relative measure of predictive relevance, values of 0.02,
0.15, and 0.35 indicate that an exogenous has a small, medium, or enormous predictive
relevance for a selected endogenous construct. By using blindfolding procedures, two
types of Q* statistics can be estimated — cross-validated communality and Cross validated
redundancy. In the path model, the predictive relevance of Technology usage has a
value of 0.245, which indicates that the construct of human capital, customer capital,
and organizational capital have considerable predictive relevance on technology usage.
Then, the predictive relevance of SMEs performance (EP) has a value of 0.197, which
indicates that all of the exogenous (HC, CC, OC, TU) has medium predictive relevance
on SMEs performance.
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Figure 2. The measurement model
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Model fit or Goodness of Fit (GOF) is used as an index for the model’s overall fit
to validate the PLS path model globally (Tenenhaus ez 4/, 2005). GOF is the geometric
mean of the average commonality and the average R2. For the global validation of the
PLS path model, the cut-off values lie between 0 and 1, resulting in GOF small= 0.1,
GOF medium = 0.25, GOF large =0.36 (Akter et al. 2011). In this model, the global
fir index ism0.684, which indicates that empirical data fits the model very well.

By removing some irrelevant indicators, the constructs satisfy the values of a, CR,
AVE, and A. They recommended that the scores of , AVE, and CR be more significant
than 0.6, whereas the score for should be greater than 0.5. The measurement of
indicators is depicted in Figure 2. Figure 2 displays that technology usage mediates the

performance of SMEs human capital, customer capital, and organizational capital.

This study hypothesized that human capital (HC), customer capital (CC), and
organizational capital (OC) have a positive and significant influence on SMEs" performance
(EP). Through technology usage, human capital, customer capital, and organizational capital
have a positive and significant effect on SMEs’ performance, and technology usage has a
positive and significant effect on SMEs’ performance. Table 5 shows the finding of this research.

Finding revealed that human capital directly has a positive and significant influence
on SMEs performance (B = 0.375; p-value = 0.000), customer capital does not
significantly influence on SMEs" performance (8 = 0.136; p-value = 0.167), organizational
capital directly does not significantly influence on SMEs performance (f = -0.007;
p-value = 0.945), technology usage has a positive and significant influence on SMEs
performance (B = 0.246; p-value = 0.025). These findings confirm that hypothesis H
H, are supported by the collected data, while hypothesis H,, H, are not supported
by the collected data.
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Table 5. Hypothesis testing

Category B Mean SD T statistics P-Values H-Results
HC = > EP 0.375 0.385 0.096 3.903 0.000 Accepted
CC=>EP 0.136 0.154 0.098 1.385 0.167 Rejected
OC = > EP -0.007 -0.005 0.103 0.068 0.945 Rejected
TU = > EP 0.246 0.241 0.099 2.479 0.014 Accepted
HC=>TU =>EP 0.120 0.121 0.053 2.265 0.024 Accepted
CC=>TU=>FEP 0.000 -0.003 0.031 0.007 0.994 Rejected
OC=>TU=>EP 0.049 0.052 0.035 1.409 0.164 Rejected

The study also hypothesized that technology usage, human capital, customer
capital, and organizational capital influence SMEs’ performance. Findings from this study
informed that human capital mediated by technology usage has a positive and significant
influence on SMEs’ performance (B = 0.120" p-value 0.024. However, customer capital
dan organizational through technology usage does not significantly influence on SMEs’
performance (f = 0.000; p-value 0.994); (B = 0.049; p-value = 0.164). Hence, hypothesis

H,, is accepted. As such, hypotheses H, and H, are not supported.

1b

The primary purpose of this study is to apply the component based on the structural
equation modeling technique to make sure the technology used as a mediator for intellectual
capability included human capital, customer capital, and organizational capital to build
the sustainability of SMEs™ performance. According to Intellectual Capital Theory (Becker,
1962; Khalique & Shaari, 2013a), the primary function of intellectual capital is to create
value-added products and services through proactive management of intangible resources
like technology usage, which positively influence organizational performance (Tronconi &
Marzetti, 2011; Khalique et al., 2013¢; Hashim et al., 2015; Xu & Li, 2019).

The analysis results show that human capital directly has a significant positive
effect on the sustainability of SME performance. Statistically, this result is evidenced by
the p-value = 0.000 and B = 0.375. This result means that if there is an increase in
human capital, it will encourage the sustainability of SMEs. This illustrates that in the
Covid 19 era, human capital owned by SMEs was still able to increase their capacity,
for example, related to skills, knowledge, expertise, and intellectual agility. This increase
has resulted in increased business process activities and has stimulated the performance
of SMEs to be better. This finding supports that of investigated human capital and small
and medium enterprises (Mubarik et al., 2020; Ahmed et al., 2020).

These results indicate that when SME actors increase their capacity in the fields of
skills, knowledge, expertise, and attitude in business, it will be easier to utilize knowledge
on the use of technology in their business, thereby creating and producing added value
in production, which means that the performance of SMEs will be positive. The results
also inform that technology can mediate the relationship between human capital and
SMEs’ performance, which statistically equates to a p-value = 0.024 and b = 0.120. This
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result is in line with the intellectual capital theory, which states that human capital is
one of the main components of intellectual capital is to create value-added products and
services through proactive management of intangible resources which positively influence
organizational performance. This finding also supports the previous studies such as Farace
& Mazzotta (2015), Suroso et al. (2017), and Muda & Rahman (2016) stated the
contribution of human resources to business performance, followed by the role of human
capital in various stages of the SME life cycle.

Furthermore, customer capital and organizational capital are components of intellectual
capital. It is generally believed that customer capital consists of brand value, a strong
network with customers, customer loyalty, and customer satisfaction. It has a positive
relationship to organizational performance (Tai-ning et al., 2011; Khalique et al., 2013c¢).
Then, organizational capital is firms' intangible resources to achieve sustained competitive
advantage (Tronconi & Marzetti, 2011). In general, it can also be believed that organizational
capital is a collective, firm-specific and idiosyncratic factor, is one of the main determinants
of firm performance. However, the results are not under what is explained in theory,
that the findings of this study also show that directly customer capital and organizational
capital do not affect the sustainability of SMEs. These findings illustrate that the field of
customer capital and organizational capital owned by MSMEs has not been able to utilize
their capacity to encourage the performance of SMEs. These results describe in Covid
19era, SMEs operated in small industry clusters providing empirical results demonstrating
that customer capital and organizational capital directly have no significant effect on firm
performance. The data also reveal that technology usage cannot mediate the relationship
between customer capital, organizational capital, and firm performance. By taking various
clusters in East Java, this research provides different points of view to understand the
dynamics of the SME cluster. Understanding these dynamics makes it known that customer
and organizational capital do not directly affect SMEs' performance. It is contrarily with a
standard view on this effect, SMEs operating in clusters probably cannot utilize something
related to customer capital and organizational capital like loyalty and relationship between
firms. Consequently, this condition does not stimulate firm performance. This finding
indicates the tendency of the covid 19 Era can be one of the possibilities that hamper
to utilize the relationship, networking, taking the policy, procedure on firm performance
(Liu et al., 2020; Sheth, 2020; Shafi et al., 2020).

Conclusion

This research aimed to convince the role of technology as a mediating aspect for
intellectual capital such as; human capital, customer capital, and organizational capital
on the sustainability of small and medium enterprises operating in small industrial
clusters in the Covid 19 era. In particular, attention is given to examining the role of
using technology in mediating this interaction. The results reveal that human capital
and technology usage directly affect SMEs’ performance. Furthermore, the results showed
a significant relationship between human capital and firms performance mediated by

technology. According to the literature review, the intellectual capital involved in human

http://journal.uinjkt.ac.id/index.php/etikonomi 421
DOI: htttp://doi.org/10.15408/etk.v20i2.20172


http://journal.uinjkt.ac.id/index.php/etikonomi
htttp://doi.org/10.15408/etk.v20i2.20172

Faisol. The Role of Technology Usage in Mediating Intellectual Capital on SMEs

capital, customer capital, and organizations significantly influences firm performance.
Further, many literature reviews showed that technology is a driver for intellectual capital
to sustainable SMEs. Also, the choice of technology could be related to SME’s existing
equipment, and essential digital competencies can be used in the business activities like
communication channels with customers. They recommended that the business model
that can be applied to SMEs is a business that is supported by digital transformation.
Digital transformation exists when digital skills emerge, and digital tools are adopted.

This study indicates that supporting the development of human capital orientation
is the main factor influencing creativity, organizational innovation ability, and outstanding
company performance where SMEs companies accelerate recovery, and executives can
apply information to benefit the development of human resources in companies. The
company encourages employees to think of joint initiatives and create something new
that is ready to face organizational changes related to innovation and new information

technology to lead the organization to survive and gain a competitive advantage.

The result of this research should be very beneficial to both academics and
practitioners. Academics in the policy and management areas would be very interested
in how technology usage mediated the relationship between intangible assets toward the
performance of firms. This study has shown a significant positive relationship between
the intellectual component and firms’ performance mediated by the use of technology.
Future research may show that this link can be generalized to other regions and virtually
all industries. This study provides implications for using technology for practice and using
a socio-technical approach by SMEs to face challenges related to their work organization
in response to COVID-19 to maintain their activities. We hope that this reflection will
be a source of thought for scholars and practitioners to explore further using technology
for SMEs to secure business continuity during COVID-19.
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