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Abstract

The implementation of physical or social distancing during the Covid-19 pandemic has an implication on the shifting of conventional to
online business activities. This study aims to explore how financial support, perceived benefits, external pressure determine social media
marketing as well as understanding the role of internet and e-business technology (IEBT) that occurs in this relationship. This study
adopted a quantitative study with Structural Equation Modeling (SEM)-based variance Partial Least Square (PLS), which aims to enhance
understanding of the relationship between variables. The surveyed population of this study came from 123 small- and medium-sized
enterprise (SME) owners in East Java of Indonesia, using an online survey and selected with the convenience random sampling method. The
findings of this study indicated that the perceived benefits and external pressure have a positive effect on the adoption of IEBT. However,
financial support failed in explaining SMEs’ adoption of IEBT. This study confirmed that the adoption of IEBT has successfully mediated
the influence of financial support, perceived benefits, and external pressure on social media marketing. Despite the samples solely collected

from East Java, this study is the first step in research related to the social media marketing in SMEs in Indonesia.
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1. Introduction

The Covid-19 pandemic has been a global challenge.
The governments throughout the world have attempted
to response by providing strict regulations to diminish the
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spread of the virus, such as suggesting to conduct activities
from home (work, study, worship) as well as implementing
the physical or social distancing policy. As a consequence,
businesses, especially SMEs, have suffered from the
diminishing demand (Nicola et al., 2020). SMEs have
constraints to strike back at the risks engaged and pay the
prices of decreasing business activities, confronting the lack
of funds, liquidity, workers, buyers, and technology adoption
(Bayramov et al., 2019; Sumiati, 2020).

Dealing with these issues, SMEs should redesign their
business strategy to survive during the Covid-19 pandemic
by using the Internet. Since the transition from conventional
to online business activities, social media marketing (SMM)
has gained attention in the business domain today. This is
driven by companies leveraging the power of SMM as a
strategic tool to increase company value, profitability, and
competitive advantage (Aral & Weill, 2007). Recent studies
(Ahmad et al., 2018, Bailey, 2019; Chatterjee & Kar, 2020)
have shown that SMM is a workable instrument that can help
businesses to attract customers. However, SMM adoption
rates by SMEs remained low due to lack of knowledge on
how to utilize the benefits of technology (Dekker et al.,
2018; Nguyen & Luu, 2020).
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The presence of the Internet for both small- and large-
scale of businesses can create opportunities to enhance
ventures’ profit (Chang & Cheung, 2001; Weisberg et
al., 2011). Therefore, adopting Internet and e-business
technology (IEBT), for instance, email, online transaction,
and web page, can support business primarily during the
Covid-19 pandemic situation. Sadowski et al. (2002) argued
that in creating a new bond with the Internet, new users need
to embrace a new set of related technologies. According
to Chatterjee and Kumar (2020), IEBT is being part of
facilitating conditions (FCO) that influence SMM. FCO can
be interpreted as the extent to which people perceive the
infrastructure in the form of technology that supports them
(Venkatesh et al., 2003: Chatterjee & Kar, 2020). Previous
studies by Hofsted (1997); Hung and Lai (2015) concluded
that facilitation conditions have a significant effect on
innovative technology adoption behavior. Besides, SMEs
will not hesitate to adopt technology in marketing if the
infrastructure also provides support.

Additionally, Ifinedo (2011) remarked that financial
support (FS) is part of the environmental context that affects
IEBT. In the constellation delineated by Ifinedo (2011);
Chong and Pervan (2007), financial support (FS), perceived
benefits (PB), and external pressure (EP) can explain
IEBT. The contribution of this study is threefold: first, this
study provides practical findings related to how SMEs pay
attention to dominant factors such as financial support (FS),
perceived benefits (PB), and external pressure (EP) on the
use of IEBT. By paying attention to these factors, SMEs
can be useful in applying IEBT. Second, this study provides
valuable input on how effective marketing strategies are
during the Covid-19 pandemic, especially finding that the
IEBT variable affects SMM. Third, the engagement of the
SMM variable is the first in the Indonesian context and
highly relevant in the context of SMEs’ efforts to survive in
the Covid-19 pandemic.

2. Literature Review

2.1. Financial Support

The growing body of works has shown that finance
in support of SMEs plays an essential role in driving
economic growth (Ramadani et al., 2016; Ramayah et al.,
2016). As the principal agent of employment, SMEs are
the focus of many governments’ economic policy due to
their contribution to economic growth through increased
job creation (Chege & Wang, 2020). Bank loan behavior of
SME:s is considered positively related to the business cycle.
Banks will thus be reluctant to lend to SMEs that suffer
from a lack of collateral during the economic recession,
and SMEs funding faces limitations due to SMEs pro-
cyclicity (Yoshino et al., 2016). Most previous studies

have shown that the effect of financial support can lead
to differences in future outcomes, due to the intensity of
capital, current business cycles, and different financial
market conditions (Alshehhi et al., 2018; Moreira, 2018).
Previously, researchers have also studied the effectiveness
of government through related departments, banks or soft
creditors toward SMEs (Hirsch et al., 2018).

H1: Financial support has a positive impact on adoption
of IEBT

2.2. Perceived Benefits

The primary goal of business organizations aims to
maximize profits and financial gain (Ramakrishnan et al.,
2015). As a consequence, decision-makers are determined
to use cost-benefit analysis (Cordes, 2017). Additionally,
environmental initiatives are expected to comply with
these general rules, for instance, businesses whose
advantages should be derived from green initiatives before
engaging in profit-generating initiatives (Ann et al., 2006).
However, this situation is not occurring since companies
strive to accomplish a competitive advantage and become
market leaders. In fact, they can generate profit given
environmental and social aspects (Ramakrishnan et al.,
2015). Organizational adoption of green purchasing (GP)
practices will enhance if they can determine these will result
in particular financial and operational advantages (Baresel-
Bofinger et al., 2006).

H?2: Perceived benefits has a positive impact on adoption
of IEBT

2.3. External Pressure

The environmental context within the framework of
Walker et al. (2016) consisted of external pressure. The
external pressure is related to the impact received by SMEs
from outside sources. The literature recognizes three main
external pressure including competition, supplier and
customer pressure (Kula & Tatoglu, 2003). The competitive
pressure will drive the penetration of IS innovation that has
been considered to be one of the greater predictors of the
Internet innovation in a business (Chong & Pervan, 2007;
Poon & Swatman, 1999). This can come from suppliers,
customers, government, industry, and dependence on
companies that use e-commerce. Rogers (2010) theorized
that the adoption of technology is social in nature,
influenced by organizational processes that lead to social
and organizational stress. Several prior studies by Chelliah
et al. (2017); Kumar et al. (2017); Auwal et al. (2020); Testa
et al. (2017) identified external pressures as determinants of
information technology adoption.
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H3: External pressure has a positive impact on adoption
of IEBT

2.4. Adoption of Internet and e-Business
Technologies (IEBT)

Innovation adoption is linked with various factors,
including organizational, environmental, and technological.
The technology-organization-environment (TOE) s
an integrative scheme that combines technological
characteristics, contingent organizational factors, and
elements of the macro environment (Tornatzky & Fleischer,
1990; Li et al., 2010). SMEs realize that innovation plays
a significant role and enhance benefits over existing
practices and systems. Therefore, it is expected that the
adoption of Internet and e-business technology will impact
on the performance (Ifinedo, 2011). The indirect and direct
advantages from the adoption of IEBT can be seen in
maximizing existing sources, and it can impact the profit.
Numerous works by Abd Rahman et al. (2017); Mehrtens
et al. (2001); Miiller and Voig (2018) have reported that
relative benefits are strong predictors of IEBT and related
technologies in SMEs. Notably, the acceptance of IEBT by
SME:s is seen from an innovation perspective.

HA4: Adoption of IEBT has a positive impact on Social
Media Marketing

2.5. Social Media Marketing

Social media is categorized as the initiation of web
developmentand design, whichaimsto enable communication,
sharing of source information, and collaboration among users
(Leeetal.,2016; Ahmad et al., 2018, Chatterjee & Kar, 2020).
In general, consumers are accustomed to spending more than

Financial support

330 minutes per day participating in social media platforms.
These platforms have become easy instruments to create
online communication between consumers and companies, or
between consumers and consumers worldwide, especially for
SMEs Indonesia (Mayasari, 2019). Social media marketing
allows users to receive each other’s effective information
about events around the world (Alnaser et al., 2020) includes
pandemics such as Coronavirus as well. By utilizing SMM as
a communication and interaction, we can attract audiences,
providing them with important information about the spread
and cessation of the Coronavirus. Through social media, a
company can easily build its brand to increase its business
activity (Cestyakara, 2013; Martyr & Gambett, 2013; Odoom
et al.,, 2017). Thus, social media marketing helps SMEs
in Indonesia to encourage them to invest more in digital
marketing (Chatterjee & Kar, 2020; Mayasari, 2019; Igbal
et al., 2020).

3. Research Methods and Materials

3.1. Study Design

This study adopted a quantitative method with a structural
equation modeling (SEM)-based variance partial least square
(PLS) to enhance understanding on how financial support,
perceived benefits, and external pressure relate to SMM
as well as examining the mediating role of the adoption of
IEBT (See Figure 1).

The respondent of this study were SMEs owners in Malang
of East Java in Indonesia, selected using a convenience random
sampling method. Some 130 SME owners were involved in
this research and we found about seven questionnaires returned
were incomplete. Therefore, we used 123 questionnaires
for further analysis using SEM-PLS. The demographics of
respondents was male (65%) and female (35%) (see Table 1).

(FS) H1
. . H4 Social Media
H2 Adoption of
ll:eerrlceefi:/seziPB) I]IE)BT > Marketing
(SMM)
H3
External pressure
(EP)

Figure 1: Theoretical Framework
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Table 1: The demographics of respondents

S/No. Characteristics Frequency Percentage
1. Gender
Female 43 35
Male 80 65
2. Business area
Restaurant 59 48
Service 44 36
Fashion 20 16
3. No of years in the current company
> 10 years 29 24
7-9 years 18 15
4-6 years 29 24
1-3 years 29 24
< 2 years 18 15
4. Educational Background
Senior High School 61 50
Diploma 13 1"
Bachelor degree 33 27
Postgraduate degree 9
Certificate level 7
5. No. of employees
1-4 94 76
5-19 26 21
20-99 3 2
6. Revenue per year (IDR)
< 100 Million 81 66
> 100 — 200 Million 25 20
> 200 — 300 Million 15 12
> 300 Million 2 2

3.2. Measurement Development

The questionnaire in this study was adapted from
Chong and Pervan (2007); Ifinedo (2011), which includes
financial support consisting of three indicators and perceived
benefits, contains six indicators. Additionally, external
pressure consists of six indicators, while the adoption of
IEBT includes four indicators. Social media marketing
is explained by three indicators from Chatterjee and Kar
(2020). Respondents were asked to respond using a five-
point Likert scale, ranging from 1 “strongly disagree” to 5
“strongly agree”.

4. Results and Discussion
4.1. The Outer Model Assessment

The first step in evaluating external models seeks to verify
whether the instrument is reliable or not. According to Hair
et al. (2014) a good construct reliability should range from
0.6 to 0.8. In this study, we performed two tests for validity
using convergent validity (AVE > 0.50) and discriminant
validity. Table 2 shows that the CR scores of each construct
range from 0.864 to 0.935, which implies that the reliability
of the construct is satisfied. However, the convergence
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validity calculation for several indicators (PB1, PB2, PB3,
EP1, and EP2) must be omitted due to the item loading,
which is less than 0.7. After elimination, all items had a load
higher than 0.6, and the AVE value for each construct ranged
from 0.680 to 0.827 above the recommended value of 0.5,
thus, the validity of convergence is met.

Table 3 shows the discriminant validity test where items
differentiate between constructions or measure different concepts.
The AVE for each component must be higher than the correlation
square between the component and all other items (Fitch et al.,
2005). On the other hand, the research model is considered to
have good discrimination when the correlation between item is
lower than the AVE square root (Fornell & Larcker, 1981).

4.1. Assessment of Structural Model

All data of this study were calculated by employing 500
bootstrapped samples through 123 cases. The Coefficient of

Table 2: Results of Measurement (Outer) Model
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Variance Inflation Factor (VIF) is greater than 5.00 (Hair et
al., 2014). The test calculation shows that the inner range
of VIF ranges 1.370—4.773, which implies that there is no
collinearity.

4.1.1. Path Coefficient

We use path coefficients to determine the structural
models. T-statistics were calculated using the bootstrap
resampling process. According to Hair et al. (2013), a
bootstrap procedure is a non-parametric approach to
estimating the accuracy of PLS-SEM estimation. In this
study, we ran all the data using 500 bootstrap samples. As
shown in Table 3, all hypotheses are significant because the
range of p-value for each correlation is ranging from 0.00 to
0.033, less than 0.05 (see Figure 2 and Table 4). From Table
4, it can be seen that the first hypothesis was rejected, while
the three other hypotheses were accepted.

Construct Item Loading Cronbach CR AVE
Alpha (a)
Financial support Fs1 0.708
(FS) Fs2 0.882 0.767 0.864 0.680
Fs3 0.873
Perceived benefits (PB) pb4 0.877
pb5 0.903 0.810 0.887 0.725
pb6 0.769
External pressure EP3 0.867
(EF) EP4 0.879 0.880 0.916 0.732
EP5 0.829
EP6 0.845
Adoption of IEBT IEBT1 0.733
IEBT2 0.866 0.867 0.911 0.719
IEBT3 0.891
IEBT4 0.893
Social Media SSM1 0.884
Marketing (SMM SSM2 0.945 0.896 0.935 0.827
SSM3 0.899
Table 3: Discriminant Validity
EP FS IEBT PB SMM
EP 0.855
FS 0.737 0.825
IEBT 0.692 0.699 0.848
PB 0.692 0.705 0.782 0,852
SMM 0.650 0.683 0.623 0,625 0,910
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Hypotheses Relationship Beta T-value P-values Decision
H, FS - IEBT 0.101 1.183 0.237 Rejected
H, PB -> IEBT 0.531 6.683 0.000 Accepted
H, EP -> IEBT 0.304 4.112 0.000 Accepted
H, IEBT > SMM 0.623 8.716 0.000 Accepted
iebt1 iebt2 iebt3 iebtd
1517 38450 43792 43759
Fs1 - \\ / /
e
s 403 — 1.183
*__3?.956"" — F o
8.716
Fe3 41633
- B —67462—)  ssm2
37.722
6.683
Ssm3
4.112 SMM
28.265 —
ptt «65.368/7 /
pb3 /14'598 PB
(e
pb6 \\
3254/0 EPS>366 13369 24‘264\‘
ep3 epd epd epb

Figure 2: The structural equation modelling calculation

4.1.2. Model Fit

According to Hair et al. (2014), the R-square model
shows the model prediction accuracy with the criteria of
0.75 (substantial), 0.50 (moderate), and 0.25 (weak). The
calculation indicated that FS, PB and EP explain 69.5 percent
of the IEBT variance, a moderate degree of predictivity.
Further, FS, PB, EP, and IEBT describe 38.8 percent of
SMM variance, a weak predictivity level. On the other hand,
f2 effect size test was applied to estimate whether exogenous
construction has a substantive impact on endogenous
construction. According to Hair et al. (2014), > has three
main values 0.02, 0.15, and 0.35 each represents small,
medium, and large, respectively, influencing exogenous
construction on endogenous construction. The range of f* is
ranging from 0.600 to 0.634. In more detail, the effect size
of FS, PB and EP on IEBT has a significant effect (f2 value

is 0.600). However, the size of the effect of FS, PB, EP, and
IEBT on SMM is at a large level (f2 value 0.634).

4.2. The Relationship Between Variables

The findings of this present test the four hypotheses
proposed. The first hypothesis asserts that there is a direct
positive influence of financial support on the adoption
of IEBT. The results of the study found that H1 was not
significant with the p-value of 0.237> 0.05 and the t-value
of 1.183 <1.96, which implies that financial support did
not influence the adoption of IEBT. This is due to the
fact that the current financial support for SMEs with the
existence of underlying institutions, for instance, banks
that provide financial support to SMEs who want to use
e-business technology. In fact, they are still constrained
by administrative requirements such as not being able to
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make financial statements of their business, lack of credit
access knowledge at fly and bureaucracy, which is still
considered too difficult for them (Easterly, 2002). If they
get adequate support from local banks, then they must be
obedient in running an e-business-based business while they
are constrained by the lack of quality human resources that
understand e-business. Because their knowledge is still low
on e-business engagement, companies actually easily get
information from their banks and financial institutions. With
such conditions, participants in this study point to the fact that
financial support does not affect the adoption of IEBT. The
findings of this research do not support the findings by Rajh
et al. (2017); Ramadani et al. (2016); Ramayah et al. (2016).
This rather contradictory result may be due to the insufficient
knowledge of accessing funding from governments, banks,
and other financial institutions. It is still little and there is
reluctance to cope with IEBT in their work system.

The second hypothesis asserts that there is a direct
positive influence of perceived benefits on the adoption of
IEBT. The study results found that H2 is significant with the
p-value 0.00 > 0.05 and the t-value of 6.683 (0 > 1.96); this
result showed that perceived benefits affect the adoption of
IEBT. In such a situation, participants believe that perceived
benefits influence the adoption of IEBT. Since the perceived
benefits for SMEs are in the form of adoption of Internet/
e-business technology, it will lead to profits by using
IEBT through social media Internet/e-business. Internet/
e-business technology will eventually help increase return
on investment (ROI), and with this IEBT they can market
products at an affordable price and get cheaper raw material
prices. The adoption of IEBT will drive to the direct and
indirect costs reduction in the business. SMEs also benefit
in improving their business processes. IEBT adoption
has been able to help serve customers better with a faster
24-hour response. IEBT will help SMEs to work better with
their suppliers. With such conditions, participants perceived
benefits affect the adoption of IEBT. The results of this study
reinforce the preliminary work by Almahamid and Awsi
(2015); Chittenden and Ambler (2015); Chong and Pervan
(2007). This condition is reasonable because SMEs have
learned to adopt Internet technology by applying it to their
business activities.

The third hypothesis asserts that there is a direct positive
influence of external pressure on the adoption of IEBT.
From the statistical calculation, the study found that H3 is
significant with the p-value 0.000> 0.05 and t-value 4.112>
1.96. This result showed that external pressure affects the
adoption of IEBT. In such a situation, for participants external
pressure affects the adoption of IEBT. Due to external
pressure at SMEs, some of their competitors have been
adopting Internet technology in managing their ventures.
Their competitors recognize the importance of IEBT and use
it for their business activities. They also realize that SMEs

customers are ready to do business over the Internet with
social media applications. Their customers also demand the
use of IEBT in their business due to social distancing rules.
SMEs partners demand the use of IEBT in doing business
with them. Further, SMEs’ suppliers and partners are ready
to do business over the Internet. With such conditions,
participants see that external pressure affects the adoption
of IEBT. The finding of this work confirms the previous
study by Chong and Pervan (2007); Hart and Saunders
(1997); Kula and Tatoglu (2003); Poon and Swatman (1999).
External pressure on SMEs is currently from some of their
competitors who are already adapting IEBT in running their
business

The fourth hypothesis asserts that there is a direct
positive influence of the adoption of IEBT on SMM. From
prior calculation, it is shown that the p-value 0.000 > 0.05
and the t-value is 8.716 (> 1.96). The result of this study
confirmed that the adoption of IEBT affects SMM. In such a
situation, participants see that the adoption of IEBT affects
SMM. They also use IEB e-commerce/e-payment, at all
times, for their transactions. SMEs also use the IEB for their
critical operations. The need to adopt IEBT for their business
operations and business activities is high. Participants see
that adoption of IEBT affects SMM. The results of this study
support the findings by Ahmad et al. (2018); Childers et al.
(2019); Bailey, (2019); Chatterjee and Kar (2020). With
the advent of SMM, SMEs are starting to advertise their
products and services through social media, which they feel
is very helpful in generating more profits for their business.

5. Conclusions

This paper aims to explore how financial support,
perceived benefits, and external pressure determine social
media marketing as well as examine the emerging role of
IEBT in supporting this relationship. The findings show
that perceived benefits and external pressure positively
affect the adoption of IEBT and social media marketing.
However, financial support failed to explain the adoption
of IEBT. This study confirms that the adoption of IEBT has
successfully mediated the influence of financial support,
perceived benefits, and external pressure on SMM. Despite
the fact that the findings showing that financial support do
not significantly impact the adoption of IEBT, this means
that SMEs funding access to business capital is still low. This
is due to their inadequate knowledge of accessing funding
from the government, banks, and other financial institutions.
It is still little, as it their reluctance to cope with IEBT in
their work system. First, college education about SMEs
needs to provide comprehensive training and mentoring for
SME entrepreneurs with technological information support
to encourage and conduct accountable financial statements
and marketing of IT-based products and services. Second,
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through the relevant services, the government can channel
capitalization to SMEs in a more straightforward condition,
making all SMEs accessible to funding. Third, financial
institutions and banks should provide SMEs loan facilities.
Fourth, information and communications offices can
create digital platforms for SMEs’ information access and
promotion. Fifth, the Department of Industry and Commerce
can assist with tools, materials, and practical training in an
effective and efficient production process. This research’s
limitations is that it only include participants in East Java;
Further research should involve SMEs throughout Indonesia
to find characteristics and uniqueness in sustainability.
However, this study can be a first step for research related to
SMEs’ sustainability, especially in Indonesia.
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