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Abstract:

Micro, Small, and Medium-Sized Enterprises (MSMEs) play a vital role in Indonesia's
economy, yet many of them risked bankruptcy during the COVID-19 epidemic. This study
aims to analyze the impact of social media and e-commerce on MSME income with the
moderation of production costs. A quantitative descriptive approach was employed in this
study to analyze the data obtained from the research instrument, a questionnaire. The
approach included tests for validity, reliability, normality, autocorrelation,
multicollinearity, heteroscedasticity, moderation regression analysis (MRA), F and t
statistical tests, and the coefficient of determination test (R2). The results show that e-
commerce and social media do not have a significant individual impact on increasing MSME
income, and production costs do not moderate this relationship. The implications of this
study highlight the importance of effective production cost management to maximize the
benefits of digital technology in increasing MSME income. This study recommends
expanding the sample scope and using mixed methods for more in-depth analysis in the
future.
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1. Introduction

Approximately 64.2 million MSMEs were recorded in Indonesia in 2021 by the
Ministry of Cooperatives and Small and Medium Enterprises (KUKM Ministry),
accounting for 61.07 percent or Rp 8.573.89 trillion of the country's GDP.
Approximately 60.4% of all investments in Indonesia are made by small and medium-
sized businesses (SMEs), which also employ nearly all of the country's workforce
(97%) (Rivai, 2022). These statistics indicate that the growth of Indonesian MSMEs
positively impacts the country's economy, particularly in reducing poverty and
unemployment. Nevertheless, unemployment remains an issue, mainly due to the
increasing population (Brouwers, 2020). However, MSMEs remain an essential
economic sector that can efficiently employ a large workforce.
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From 2019 to 2021, the global economy experienced instability due to the Covid-19

pandemic. According to a survey by the Asian Development Bank (ADB), nearly 50%
or more than 37.000 micro, small, and medium enterprises (MSMEs) went bankrupt
due to the direct impact of the pandemic (Zveglich, 2020). The decline in company
revenues can be attributed to the loss of consumer purchasing power, primarily due to
government-imposed social restrictions (Kurniawati & Munari, 2023). This factor has
significantly contributed to the bankruptcy of several MSMEs in Indonesia (Sugiarti
et al., 2020). To face these challenges, MSMEs must adopt effective strategies to
enhance their competitiveness (Arilia & Munari, 2022). One crucial aspect of
economic development in the digital era is marketing, which conveys product
information to consumers (Nezamova & Olentsova, 2020). In this context, internet
marketing has become a primary focus in attracting consumer interest. Online
marketing through the Internet is now an urgent need for both consumers and
producers, given the changes in consumer behavior and preferences in the digital era
(Zhang et al., 2021). Therefore, MSMEs must leverage digital technology to expand
their market reach and enhance their competitiveness amid economic challenges.

Several previous studies have examined the impact of e-commerce on MSME
performance. Martini et al. (2023) showed that e-commerce significantly and
positively impacts MSME financial performance, with business size as a moderator
in this relationship. However, this study introduces novelty by adding social media as
an independent variable and production costs as a moderating variable, providing a
more comprehensive perspective on factors influencing MSME income. Additionally,
Effendi & Subroto, (2021) highlighted that the adoption of e-commerce by MSMEs
is influenced by external pressure and perceived benefits but only significantly
increases operational revenue. Although this study is similar in examining e-
commerce adoption and its impact on MSME income, it adds social media as an
influential factor and production costs as a moderating variable, enriching the analysis
of this technology's impact.

Another study by Amornkitvikai et al. (2022) found that internal e-commerce tools
and external platforms can enhance the sustainability of MSME e-commerce.
Although similar in investigating factors influencing e-commerce use, this study
emphasizes e-commerce sustainability rather than direct income improvement. In
contrast, this study focuses more on the direct impact of social media and e-commerce
on increasing MSME income in the Gayungan District, with production costs as a
moderating factor. Furthermore, Agnesia & Saputra, (2022) showed that social media
positively affects MSME income growth, while e-commerce and financial technology
do not significantly impact it. This study differs by using production costs as a
moderating variable and examining the combined impact of social media and e-
commerce on MSME income.

Thus, this study aims to analyze the impact of social media and e-commerce on the
income of micro, small, and medium enterprises (MSMESs), with production costs as
a moderating factor. This study offers novelty by combining the impact of social
media and e-commerce on MSME income with production costs as a moderating
factor. Not only does it examine the direct influence of these two technologies, but it
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also looks at how production costs can moderate this relationship. This provides new
insights into the factors affecting MSME income, which have yet to be deeply
explored in previous research and offers important insights for MSME owners and
policymakers to optimize the use of social media and e-commerce in different
production cost contexts. This study contributes by combining the impact of social
media and e-commerce on MSME income and identifying the moderating role of
production costs, providing a new perspective on improving MSME financial
performance in the digital era. By offering an in-depth analysis of how social media
and e-commerce, along with production costs as a moderating variable, affect MSME
income, this study provides practical guidance for business owners and policymakers
to optimize their digital marketing strategies.

2. Theoretical Background

Commerce

Electronic commerce channels as computer-accessible platforms companies and
consumers use to conduct transactions and gather information (Mollick et al., 2023).
Meanwhile, as Laudon & Laudon, (2011) stated, the phrase E-commerce refers to
conducting business transactions between organizations and consumers using
computers as the medium. Budiarti et al. (2021) define electronic commerce as all
monetary transactions conducted on digital platforms, such as the Internet. This
includes the purchase and sale of products, the exchange of goods, fund transfers, and
the provision of information services. E-commerce is defined as business transactions
that utilize electronic and computer technology. E-commerce uses digital processing,
information, and communication technology to transform and enhance the interaction
between sellers and buyers when conducting economic transactions. E-commerce,
also known as online shopping, is buying and selling goods and services or
transferring money or data using internet-connected electronic devices (Oki et al.,
2021).

Social Media

The emergence of social media can be attributed to both technology progress and
sociological shifts. More people are using new media, which has made interpersonal
communication easier. Fraccastoro et al. (2021) argues that social media can
introduce and facilitate the use of new and unique forms of technological
communication that differ from traditional forms of social media. Social media has
facilitated connections among all users, allowing them to move more easily due to
increased mobility resulting from this interconnectedness. According to Appel et al.
(2020), social media marketing, as opposed to traditional promotion strategies,
enables people to advertise their websites, products, and services to a larger audience
by utilizing online social networks. Qalati et al. (2021) state that social media is a
rapidly developing internet technology with significant potential to enhance
marketing efforts for small and medium enterprises (SMEs). Social media has
distinctive attributes that make it suitable for product promotion to users. Recently,
SMEs can now effectively boost their revenue with the use of social media. Because
of the growing global usage of social media and the internet, Twitter, Instagram, and
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Facebook have given micro, small, and medium-sized firms (MSMEs) the chance to
reach a wider audience, establish their brand, and acquire clientele (Azraputra et al.,
2021). Through social media, SMEs can extend their reach to a larger target audience,
promote their products, and implement marketing strategies such as promotions and
sales to improve sales performance (Djakasaputra et al., 2021).

Production Costs

In economics, the definition of cost has been explained by various experts from
different perspectives. Cost is defined by Petersen et al. (2019)
as the monetary equivalent of the sacrifice of economic resources that has happened
or is anticipated to occur for a certain goal. This definition emphasizes the aspect of
economic sacrifice measured monetarily, whether it has already occurred or is
predicted to occur, with a specific purpose. This means that costs include any form of
expenditure incurred or to be incurred to achieve a particular objective, such as in the
production or investment process. Lynch et al. (2019) states the cost is the acquisition
price sacrificed or used to obtain income and will be used as a deduction from income.
In this context, costs are not only seen as expenditures but also as key elements in the
calculation of an entity's profit and loss. In determining the cost object, it is important
to distinguish between cost and expense. As one of the main components in the cost
of goods sold, production costs are defined by Triwidatin, (2022) as costs incurred to
process raw materials into finished products ready for sale. This definition aligns with
Hong & Guo, (2019), assert that expenses associated with producing things and
rendering services are referred to as production costs. Several components go into
production expenses, such as direct labor, raw materials, and manufacturing overhead.
In the process of processing raw materials into finished products, each cost component
must be managed efficiently to ensure that the cost of production can be minimized,
thereby increasing profit margins. Proper identification between production costs and
expenses is crucial in cost accounting, as errors in categorization can significantly
impact financial statements and managerial decision-making (Gardi et al., 2021). A
comprehensive understanding of costs is essential in financial management and
accounting, as it directly influences cost control strategies and profit optimization.
Therefore, effective cost management helps set competitive prices and maintain
business sustainability in the long run.

Revenue

Revenue is a key determinant of a company's performance because it regulates
fluctuations in its financial status. Therefore, companies must strive to achieve
projected revenue by optimizing the utilization of their internal resources. PSAK No.
23 is one of the documents in the Financial Accounting Standards Statement
framework (Fauzi, 2019). Revenue is the total amount of economic benefits generated
from the ordinary operating activities of an organization during a certain period,
provided that these benefits result in an increase in equity not derived from investor
contributions. In the broader Indonesian vocabulary, revenue is defined as the process,
method, act of producing or obtaining the money received, and so on (KBBI, 2024).
In economics, revenue refers to the total highest value consumed by a person within
a certain period, assuming that the state at the end of the period is the same as at the
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beginning (Giroud & Rauh, 2019). Revenue refers to the total wealth at the beginning
of a certain time and the net gains achieved during that period, not just what is spent.

Conceptual Framework

E-commerce (X1)

\ Increased

Revenue (Y)

Social Media (X2)

Production Cost
(2)

Figure 1. Conceptual Framework
Hypothesis Development
E-commerce, as a telecommunications channel, facilitates the exchange, procurement,
and sale of products or services using both physical and digital transportation across
different locations. Commercial transactions through electronic means, facilitated by
internet connectivity, enable SMEs to reach a wider market and increase sales volume.
This aligns with the theory by Lin et al. (2020), this claims that e-commerce may
improve accessibility and efficiency in business transactions, which will benefit
revenue development.
HO: The use of e-commerce has no appreciable impact on SMEs' revenue growth.
H1: The use of e-commerce significantly affects SMEs' revenue growth.

As a digital marketing platform, social media can drive SME growth by facilitating
product awareness and direct purchases. Marketing strategies through social media
allow SMEs to reach a broader audience at a relatively low cost, enhancing the
interactivity and compatibility of marketing messages. Harto et al. (2019) state that
viral marketing through social media can result in rapid sales growth resembling a
virus, which supports revenue growth for SMEs.

HO: The increase of SMEs' revenue is not significantly impacted by their use of social
media.

H1: The use of social media significantly affects SMEs' revenue growth.

The efficiency of e-commerce in generating income can be impacted by appropriate
manufacturing costs, which include material costs, direct labor expenses, and indirect
production costs. Sun et al. (2019) explains that controlling production costs can help
companies lower prices without sacrificing profit margins, ultimately increasing
revenue. Therefore, the association between e-commerce and revenue development is
anticipated to be moderated by manufacturing costs, with effective cost control
enhancing e-commerce's beneficial effects on SME revenue.

HO: The increase of SMEs' revenue is not significantly impacted by production costs.
H1: The increase of SMEs' revenue is significantly impacted by their production
costs.
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Good production cost control can enhance the effectiveness of social media in
increasing SME revenue. High production costs can reduce the profit margins from
sales promoted through social media. Baah et al. (2021) states that accurately
calculating production costs is essential to ensure healthy profit margins. Thus,
production costs are expected to moderate the relationship between social media and
revenue growth, where effective cost management will strengthen the positive impact
of social media on SME revenue.

HO: Production Costs do not moderate E-commerce's influence on SMEs' revenue
growth.

H1: Production Costs moderate E-commerce's influence on SMEs' revenue growth.

Social media has become a highly effective tool in increasing the revenue of Small
and Medium Enterprises (SMEs) by enhancing visibility and market reach. Social
media allows SMEs to interact directly with consumers, build brands, and optimize
marketing strategies at relatively low costs (Adam et al., 2020). However, the
effectiveness of social media in increasing revenue is also influenced by various other
factors, including production costs (Dwivedi et al., 2023). High production costs can
hinder the ability of SMEs to meet increased demand resulting from social media
promotions, thereby affecting overall revenue growth.

HO: Production Costs do not moderate the influence of Social Media on the revenue

growth of SMEs.
H1: Production Costs moderate Social Media's influence on SMEs' revenue growth.

3. Methodology

Type of Research and Description of the Research Population (Objects)

This study was conducted in the Gayungan District. According to Sugiyono (2016:2),
research can be defined as a systematic and scientific approach used to collect data
for specific purposes and uses. This study employs a quantitative research
methodology. As described by Sugiyono, (2018), quantitative data refers to data
expressed in numerical form or on a scale. This research focuses on Micro, Small, and
Medium Enterprises (MSMEs) located in the Gayungan District. The study is
conducted in the Gayungan District due to the high prevalence of MSME:s utilizing e-
commerce platforms and social media. Another reason for conducting research in the
Gayungan District is the researcher's residence, which facilitates the research process.

Data Collection Techniques

The data collection approach used in this study is primary data collection. Primary
data are those that the researcher actually collected through observation.
Questionnaires are the primary method of data collecting employed in this
investigation. Written statements are given to participants, who are then asked to
select responses that best represent their points of view. Only those who manage or
own micro, small, and medium-sized (MSME) restaurants in the Gayungan District
will be eligible to take the survey. The measurement scale employed in this study is
the Likert scale.
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Variables and Operational Definitions of Variables

The independent variables in this study include e-commerce and social media. E-
commerce, according to Greenstein & Vasarhelyi, (2002), is a telecommunications
channel that facilitates the exchange, procurement, and sale of products or services
using physical and digital transportation across different locations. E-commerce refers
to conducting commercial transactions, such as exchanging goods, services, or
financial transactions, through electronic means facilitated by Internet connectivity.
The impact of e-commerce can be assessed through several indicators: marketing, ease
of access, and ease of transaction. Social media is also a significant independent
variable. Harto et al. (2019) define viral marketing as a strategy that encourages
websites or internet users to spread marketing messages to other sites or users,
resulting in rapid sales growth resembling a virus. Social media can drive the
development of Micro, Small, and Medium Enterprises (MSMEs), facilitating the
introduction and purchase of their products directly through these platforms. The
impact of social media can be measured using indicators such as interactivity, price
effectiveness, and compatibility.

The dependent variable in this study is income, defined as the gross inflow of
economic benefits generated by the regular operations of an entity over a specific
period, resulting in an equity increase not derived from investments, as explained by
Turban et al., (2002). Income is calculated by measuring respondents' revenue and
total costs. According to Han et al. (2020), income refers to the total earnings received
by an individual for their labor over a certain period, such as daily, weekly, monthly,
or yearly. Income can be measured using indicators such as income and sources of
income. Additionally, there is a moderating variable in the form of production costs.
According to Spacirova et al. (2020), the accuracy of calculating costs used to produce
products consists of material costs, direct labor costs, and indirect production costs.
The variable production cost is calculated using indicators such as capital, factory
overhead, and direct labor costs.

Data Analysis Techniques

A descriptive quantitative technique is used in this study's data analysis process to
collect, analyze, and thoroughly present observational data. Tests for validity,
reliability, and normality were carried out to ensure the data's quality. To evaluate the
validity of the research instrument, item values are compared with the overall
correlation using a r table at a significance level of 0.05. The reliability test uses the
Cronbach alpha coefficient with a 0.60 threshold to evaluate the survey's consistency.
Data normality is assessed using the One-Sample Kolmogorov-Smirnov test. A
significance threshold of > 0.05 is used to determine normality. Tests for classical
assumptions include the Durbin-Watson (DW) autocorrelation test, the
multicollinearity test to ensure that independent variables do not correlate, and the
Glejser test for heteroscedasticity, which regresses the absolute value of residuals
against independent variables to ensure that the optimal regression model does not
have heteroscedasticity issues.

Hypothesis Testing
Moderated Regression Analysis (MRA)
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In order to preserve the sample's integrity and give direction to the moderator
variable's influence, Moderated Regression Analysis (MRA) is employed (Ghozali
2016). It can be expressed in this study's formula as follows:

Y =a + BiXi+ PoXotP3Z+Pa(XiZ)HBs(XZ)+e

Where:

Y = Increased Revenue

A = Constant

Bi- Bs = Regression Coefficients
X = E-commerce

Xa = Social Media

Z = Production Cost

E = Standard Error

F Statistical Test
The F statistical test establishes whether the dependent variable in the model is
impacted by the independent or dependent variables combined.

t Statistical Test
The t test is a statistical technique that may be used to determine how much an

explanatory or independent variable can explain variation in the dependent variable
(Ghozali, 2018).

Coefficient of Determination (R?) Test

The coefficient of determination indicates how well the model fits the variability in
the dependent variable. A low R2 value suggests that the independent factors' capacity
to explain the dependent variable is limited. Conversely, a high R2 number indicates
that almost all of the data needed to calculate the dependent variable is included in the
independent variables (Ghozali, 2018).

4. Empirical Findings/Result

Data Quality Testing
Validity Test
Table 1. Validity Test Results
Variable Question r- r-table Sig. Standard Description
Item calculated Sig.
E- X1.1 0.714 0.312 0.000
commerce X1.2 0.601 0.312 0.000
X1.3 0.660 0.312 0.000 .
X1.4 0.664 0312 0.000 0.05 Valid
X1.5 0.627 0.312 0.000
X1.6 0.766 0.312 0.000
Social X2.1 0.436 0.312 0.005
Media X2.2 0.647 0.312 0.000 Valid
X2.3 0.776 0.312 0.000 0.05
X2.4 0.642 0.312 0.000

X2.5 0.772 0.312 0.000
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Variable Question r- r-table Sig. Standard Description
Item calculated Sig.

Production  ZI1.1 0.736 0.312 0.000

Cost Z1.2 0.556 0.312 0.000
713 0.637 0.312 0.000 0.05 Valid
Z1.4 0.706 0.312 0.000
Z1.5 0.670 0.312 0.000

Income YI1.1 0,524 0.312 0,000
Y1.2 0,777 0.312 0,000
Y13 0,670 0.312 0,000
Y14 0,713 0.312 0,000 0.05 Valid
Y1.5 0,615 0.312 0,000
Y1.6 0,547 0.312 0,000
Y1.7 0,760 0.312 0,000

Source: SPSS Output 25 (2024)
The data shown in Table 1 indicates the validity of the research measuring instrument
that was used. The results of the validity test show that all of the statement items were
deemed valid as the variable indicators' r-calculated value was more than the r-table
value of 0.312 and the significant value obtained was less than 0.05 (p < 0.05).

Reliability Test
Table 2. Reliability Test Results
Variable Alpha Cronbach Alpha Description
E-commerce 0.758
Social Media 0.657 .
Production Cost 0.678 0.6 Reliable
Income Increase 0.785

Source: SPSS Output 25 (2024)
All examined variables have a Cronbach Alpha value more than the minimal criterion
of 0.6, as shown by the reliability test results in Table 2, which indicates that all
variables are deemed trustworthy. The Cronbach Alpha values of the following
variables: income increase (0.785), production cost (0.678), social media (0.657), and
e-commerce (0.758). For future study, this indicates that the tools used to assess these
four factors are dependable and consistent.

Normality Test
Table 3. Kolmogorov-Smirnov Normality Test
Unstandardized Residual
N 40
Normal Parametersa, b Mean 0.000
Std. Deviation 0.932
Most Extreme Absolute 0.122
Differences
Positive 0.075
Negative -0.122
Test Statistic 0.122
Asump. Sig. (2-tailed) 0.138¢
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Source: SPSS Output 25 (2024)
The data in the table above clearly exhibit a normal distribution, as shown by the
Kolmogorov-Smirnov significance value of 0.138, which indicates a value larger than
0.05.

Classical Assumptions
Autocorrelation Test
Table 4. Durbin-Watson Autocorrelation Test

Sample (n) Durbin-Watson

40 1.767

Source: SPSS Output 25 (2024)

The Durbin Watson (d) value of 1.767 is displayed in the above table. At a significance
level of five percent, this value will be compared to the value in the table. There are
40 samples (n) and 3 independent variables (k) in total. As a result, du = 1.6589 and
dl = 1.3384 are the table values. It is possible to deduce that there is no negative
autocorrelation because the value dU < d <4 — dU, or 1.6589 < 1.767 < 2.3411,
indicates this.

Multicollinearity Test
Table 5. Multicollinearity Test

Model Collinearity statistic
Tolerance VIF

(Constant)

E-commerce 0.142 7.065

Social Media 0.244 4.092

Production Cost 0.202 4.950

Source: SPSS Output 25 (2024)
The test findings, Table 5, indicate the absence of multicollinearity. This is due to the
fact that every tolerance value above 0.10 and every VIF value is less than 10.

Heteroscedasticity Test
Table 6. Heteroscedasticity Test

Model T Sig.

(Constant) 0.708 0.483
E-commerce 0.399 0.692
Social Media -0.635 0.529
Production Cost 0.192 0.849

Source: SPSS Output 25 (2024)

The findings of the computation, which can be seen in Table 6, indicate that the E-
commerce variable has a significant value of 0.692, the Social Media variable has a
value of 0.529, and the Production Cost variable has a value of 0.849. Since none of
the significant values are smaller than 0.05 (<0.05), these data show that there is no
heteroscedasticity. It is therefore possible to conclude that there are no problems with
heteroscedasticity.
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Hypothesis Testing
Moderated Regression Analysis (MRA)
Table 7. Moderated Regression Analysis (MRA)

Model Unstandardized T Sig.
Coefficients
B Std. Error
1. Constant -33.149 9,217 -3,597 0.001
E-commerce 0.868 0.925 0.938 0.355
Social Media 1.760 0.964 1.826 0.077
Production Cost 2.556 0.621 4.114 0.000
E-commerce * Production -0.033 0.046 -0.718 0.478
Cost
Social Media * Production -0.070 0.047 -1.489 0.146
Cost

Source: SPSS Output 25 (2024)
Regression equation model produced based on data processing results indicated in
Table 7 in the Unstandardized Coefficients column (B).

Y =-33.149 + 0.868 X; + 1.760 X,+2.556 Z - 0.033 (X1Z) - 0.070 (Xz2Z) + ¢
The equation for multiple linear regression reveals that the variables related to social
media and e-commerce have positive coefficients. Thus, it can be said that there is a
chance that these two factors will raise MSME revenue. On the other hand, there are
negative coefficients found in the correlations between production costs and e-
commerce and social media. This suggests that the income value will rise if the effect
of e-commerce moderated by production costs or the influence of social media
moderated by cost declines.

F-Statistic Test
Table 8. F-Statistic Test

Model Sum of df Mean F Sig.
Squares Squear
1 Regresion 271.383 5 54277 80.175 0.000°
Residual 23.017 34 0.677
Total 294.400 39

a. Dependent Variabel : Income

b.Predictors: (Constant), X2 72, E-commerce, Social Media,

Production Cost, X1 Z1

Source: SPSS Output 25 (2024)
Table 8 indicates that the computed value of F is 80.175. 0.000 is the computed
significance value, which is less than 0.05. Thus, it can be said that the multiple
regression model is workable and that social media and e-commerce, the independent
variables, both affect the dependent variable of income increase at the same time.

T-Statistic Test
Table 9. T-Statistic Test
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Model Unstandardized T Sig.
Coefficients
B Std. Error

1. Constant -33.149 9,217 -3,597  0.001
E-commerce 0.868 0.925 0.938  0.355
Social Media 1.760 0.964 1.826 0.077
Production Cost 2.556 0.621 4114  0.000
E-commerce * Production Cost ~ -0.033 0.046 -0.718  0.478
Social Media * Production Cost  -0.070 0.047 -1.489  0.146

Source: SPSS Output 25 (2024)

Based on the data processing results shown in Table 9, it can be explained as follows:
The hypothesis test result of the effect of E-Commerce usage on sales increase shows
that t calculated = 0.938 < t table = 2.02809, or sig value 0.355 > 0.05, so HO is
accepted or HI1 is rejected. This indicates no significant correlation between E-
Commerce usage and sales increase. The hypothesis test result of the effect of Social
Media usage on sales increase shows that t calculated = 1.826 <t table = 2.02809, or
sig value 0.077 > 0.05, so HO is accepted or HI is rejected. This indicates no
significant correlation between Social Media usage and sales increase. The hypothesis
test result of the effect of E-commerce moderated by production cost shows that t
calculated = -0.718 < t table = 2.02809 and has a significance value of 0.478 > 0.05.
This indicates that the hypothesis is rejected, leading to the conclusion that Production
Cost cannot mitigate the impact of E-commerce on MSME income. This research
reveals that in the highly competitive e-commerce sector, companies often need to cut
prices or offer discounts to attract customers. The company's capacity to reduce prices
without sacrificing profit margins is constrained by high production costs, thus
hindering revenue development. Additionally, resource allocation for the technology
and infrastructure required for e-commerce can be limited if the production workload
is excessive, hampering e-commerce operations' enhancement. The hypothesis test
result of the effect of Social Media moderated by production cost shows that t
calculated = -1.489 < t table = 2.02809 and has a significance value of 0.146 > 0.05.
This indicates that the hypothesis is rejected, concluding that Production Cost cannot
moderate Social Media's impact on MSME income. This research finds that high
production costs can hinder the ability of social media to increase company revenue.
High production costs reduce the profit margins from sales promoted through social
media, so even though sales volume increases, net profit remains limited.
Additionally, production capacity that cannot keep up with demand from social media
campaigns can cause order fulfillment delays, reducing customer satisfaction and
potential revenue loss.

Coefficient of Determination (R2) Test
Table 10. Coefficient of Determination (R2) Test

Model R R Adjusted R Std. Error of the Estimate
Square Square
1 0.937 0.877 0.871 0.988
2 0.960 0.922 0.910 0.823

Source: SPSS Output 25 (2024)
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Based on the analysis conducted in Table 4.23, it can be explained that in the first
regression model (X against Y), an Adjusted R Square value of 0.871 or 87.1% is
obtained. This indicates that e-commerce and social media variables can explain
87.1% of the variability in income increase. In the second regression model (X against
Y with moderation of Z), the Adjusted R Square value increases to 0.910 or 91%. This
indicates that 91% of the variability in income increase can be explained by the
variables of e-commerce, social media, and production cost as a moderating variable.
The difference in contribution values between the first and second models shows a
significant increase. In the first model, the Adjusted R Square value of 87.1%
increases to 91% in the second model. The 3.9% increase in Adjusted R Square value
indicates that the presence of production cost as a moderating variable provides an
additional contribution in explaining the variability in income increase.

The increase in Adjusted R Square shows that the regression model involving the
moderating variable (Z) provides a more comprehensive explanation of the
phenomenon being studied. This is consistent with the hypothesis that moderating
factors have the power to either amplify or attenuate the correlation between the
independent variable (X) and the dependent variable (Y). As seen by the rise in the
Adjusted R Square value, production cost functions as a moderating variable in this
study, strengthening the impact of social media and e-commerce on income growth.
This growth may also be seen as factual proof that manufacturing costs matter in the
context of social media and e-commerce. Consequently, social media ande-commerce
may both be more successful at generating cash when production expenses are
managed well. Therefore, in order to obtain more optimum outcomes, management
should take into account tactics that maximize social media and e-commerce and
regulate manufacturing costs.

5. Discussion

Research indicates that, when production costs are moderated, the effects of social
media and e-commerce on the income of micro, small, and medium-sized firms
(MSMEs) differ. The study results show that social media and e-commerce have
positive coefficients, suggesting that these two factors have the potential to increase
MSME income. However, the findings of the hypothesis test, with significance values
of 0.355 and 0.077, respectively, indicate that neither social networking nor e-
commerce alone substantially affect MSME revenue. These outcomes are consistent
with earlier research. Although social media and e-commerce have the potential to
boost MSME income, their success is mostly reliant on other elements like internal
management and manufacturing capability (Yusgiantoro et al, 2019). When
considering production cost as a moderating variable, the research indicates that
production cost fails to mitigate the impact of either e-commerce or social media on
MSME revenue. This is evident from the significance values greater than 0.05,
specifically 0.478 for the interaction between e-commerce and production cost and
0.146 for the interaction between social media and production cost. High production
costs hinder the effectiveness of social media and e-commerce in increasing revenue.
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High production costs reduce profit margins, so net profit remains limited even if sales
volume increases.

Additionally, production capacity that cannot keep up with demand from social media
campaigns can lead to delays in order fulfillment, reducing customer satisfaction and
potential revenue loss. These findings support the view of Adiningrat et al., (2023)
who states that operational efficiency and production cost management are key factors
in determining the success of digital technology implementation in the MSME sector.
Although e-commerce and social media can potentially increase MSME revenue, high
production costs can inhibit this positive impact. Therefore, effective production cost
management is key to maximizing the benefits of using e-commerce and social media
to increase MSME revenue. The government and relevant stakeholders need to pay
more attention to providing technology education and training to entrepreneurs to
optimize e-commerce and social media use in this digital era. Consistent with the
research by Marikyan & Papagiannidis, (2023) on the Technology Acceptance Model
(TAM), this education and training can enhance the perception of ease of use and
usefulness of technology, thereby increasing the adoption and utilization of digital
technology by MSMEs.

Based on this research, which shows that neither e-commerce nor social media
significantly influences increasing MSME revenue individually and that production
costs fail to mitigate the impact of e-commerce or social media on MSME revenue,
these findings are consistent with previous research. Study Martini et al. (2023)
showed that e-commerce positively affects MSME financial performance, but this
influence weakens for larger MSMEs. Study Effendi & Subroto, (2021) found that e-
commerce adoption does not increase MSME operational revenue, consistent with the
findings that other factors, such as internal management and production capacity,
greatly influence e-commerce effectiveness. Study Amornkitvikai et al. (2022) also
showed that while e-commerce can enhance MSME sustainability, many barriers
affect success, such as e-commerce literacy and security. Study Agnesia & Saputra,
(2022) revealed that e-commerce and fintech do not influence MSME revenue growth.
Still, social media has a positive influence, which is consistent with the finding that
effective production cost management is key to maximizing the benefits of digital
technology. Thus, this research supports previous findings by demonstrating that
while e-commerce and social media have potential, other factors, such as production
costs, play an important role in determining the success of MSME revenue
enhancement.

The implications of this research generally indicate that while e-commerce and social
media can potentially increase the revenue of micro, small, and medium enterprises
(MSMEs), their effectiveness is highly dependent on internal management and
production capacity. High production costs can hinder the positive impact of these
digital technologies, reducing profit margins and lowering customer satisfaction.
Therefore, effective production cost management and operational -efficiency
improvements are crucial to maximizing e-commerce and social media benefits. The
government and relevant stakeholders need to pay more attention to providing
technology education and training to entrepreneurs to increase the adoption and
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utilization of digital technology, consistent with the technology acceptance model,
which shows that the perception of ease of use and usefulness of technology can
enhance its successful implementation in the MSME sector

6. Conclusions

Based on the results of this research, social media and e-commerce can potentially
increase the revenue of micro, small, and medium enterprises (MSMEs). However,
their influence on MSME revenue growth is insignificant, as indicated by the
significance values exceeding 0.05. Additionally, this research found that production
costs need to moderate the impact of social media and e-commerce on MSME
revenue, as shown by the insignificant hypothesis testing results. High production
costs can hinder the effectiveness of social media and e-commerce in increasing
revenue, as high production costs reduce profit margins, and inadequate production
capacity leads to delays in order fulfillment and decreased customer satisfaction.
Therefore, effective production cost management is crucial to maximizing the benefits
of using social media and e-commerce to increase MSME revenue. However, there
are limitations in this research, such as the sample being limited to the Gayungan
District. A solution for future research is to expand the sample coverage to include
various regions in Indonesia to make the research results more representative and
generalizable. Additionally, future researchers can consider using qualitative or mixed
methods to gain deeper insights into the factors influencing the effectiveness of e-
commerce and social media, including a more detailed analysis of production cost
components and MSME operational management.

References:

Adam, M., Ibrahim, M., Ikramuddin, & Syahputra, H. (2020). The role of digital
marketing platforms on supply chain management for customer satisfaction and
loyalty in small and medium enterprises (SMEs) at Indonesia. International
Journal  of  Supply  Chain  Management,  9(3), 1210-1220.
https://download.garuda.kemdikbud.go.id/article.php?article=1730558 & val=1
3549&title

Adiningrat, A. A., Wahyuni, ., Rustan, & Ruhayu, Y. (2023). MSME Performance:
Financial Information System, Work Productivity, and E-commerce. Journal
of Consumer Sciences, 8(2), 204-219. https://doi.org/10.29244/jcs.8.2.204-219

Agnesia, V., & Saputra, A. J. (2022). Pengaruh Penggunaan E-Commerce, Financial
Technology dan Media Sosial Terhadap Peningkatan Pendapatan UMKM Kota
Dumai. E-Jurnal Akuntansi, 32(3), 750-761.
https://doi.org/10.24843/eja.2022.v32.i03.p15

Amornkitvikai, Y., Tham, S. Y., Harvie, C., & Buachoom, W. W. (2022). Barriers
and Factors Affecting the E-Commerce Sustainability of Thai Micro-, Small-
and Medium-Sized Enterprises (MSMESs). Sustainability (Switzerland), 14(14),
1-28. https://doi.org/10.3390/su14148476

Appel, G., Grewal, L., Hadi, R., & Stephen, A. T. (2020). The future of social media
in marketing. Journal of the Academy of Marketing Science, 48(1), 79-95.
https://doi.org/10.1007/s11747-019-00695-1

Arilia, D. K., & Munari. (2022). Penerapan Pencatatan Keuangan Bagi UMKM



Dimas Arya Kusuma, Munari
557

Berdasarkan Standar Akuntansi Keuangan Entitas Mikro,Kecil, dan Menengah
(SAK-EMKM) pada Perusahaan Jenang Teguh Raharjo Ponorogo. Jurnal
Ilmiah MEA (Manahemen, Ekonomi, Dan Akuntansi), 6(1), 563-576.

Azraputra, R. S., Maryani, M., & Halim, E. (2021). Use of Social Media for Strategies
to Improve the Indonesian Economy for the Sustainability of MSMES. Social
Economics and Ecology International Journal (SEEL)), 4(2), 81-96.
https://doi.org/10.21512/seeij.v4i2.7362

Baah, C., Opoku-Agyeman, D., Acquah, I. S. K., Agyabeng-Mensah, Y., Afum, E.,
Faibil, D., & Abdoulaye, F. A. M. (2021). Examining the correlations between
stakeholder pressures, green production practices, firm reputation,
environmental and financial performance: Evidence from manufacturing
SMEs. Sustainable Production and Consumption, 27(1), 100-114.
https://doi.org/10.1016/j.spc.2020.10.015

Brouwers, E. P. M. (2020). Social stigma is an underestimated contributing factor to
unemployment in people with mental illness or mental health issues: Position
paper and future directions. BMC  Psychology, 8(1), 1-7.
https://doi.org/10.1186/s40359-020-00399-0

Budiarti, I., Hibatulloh, F., & Salman, M. (2021). Financial Technology as Payment
Methods in the Digital Era. International Journal of Research and Applied
Technology, 1(1), 9-16. https://doi.org/10.34010/injuratech.v1i1.5454

Djakasaputra, A., Wijaya, O. Y. A., Utama, A. S., Yohana, C., Romadhoni, B., &
Fahlevi, M. (2021). Empirical study of indonesian SMEs sales performance in
digital era: The role of quality service and digital marketing. International
Journal  of Data  and  Network  Science,  5(3), 303-310.
https://doi.org/10.5267/].ijdns.2021.6.003

Dwivedi, Y. K., Ismagilova, E., Rana, N. P., & Raman, R. (2023). Social Media
Adoption, Usage And Impact In Business-To-Business (B2B) Context: A State-
Of-The-Art Literature Review. Information Systems Frontiers, 25(3), 971-993.
https://doi.org/10.1007/s10796-021-10106-y

Effendi, A. P., & Subroto, B. (2021). Analysis of E-Commerce Adoption Factors by
Micro, Small, and Medium Enterprise, and Its Effect on Operating Revenue.
Jurnal  Reviu  Akuntansi  Dan  Keuangan, 11(2),  250-265.
https://doi.org/10.22219/jrak.v11i2.16667

Fauzi, A. (2019). Perhitungan Psak 23 (Pendapatan Operasional , Non Operasional)
Dan Pelaporan Keuangan Perusahaan Pada Pt Jasa Marga (Persero) Tbk.
Cakrawala Management Business Journal, 1(1), 102.
https://doi.org/10.30862/cm-bj.v1il.7

Fraccastoro, S., Gabrielsson, M., & Pullins, E. B. (2021). The integrated use of social
media, digital, and traditional communication tools in the B2B sales process of
international SMEs. International Business Review, 30(4), 1-15.
https://doi.org/10.1016/].ibusrev.2020.101776

Gardi, B., Abdullah, N. N., & Al-Kake, farhad. (2021). Investigating the Effects of
Financial Accounting Reports on Managerial Decision Making in Small and
Medium-sized Enterprises. SSRN Electronic Journal, 12(10), 2134-2142.
https://doi.org/10.2139/ssrn.3838226

Ghozali, 1. (2018). Aplikasi Analisis Multivariate dengan Program IBM SPSS 25.
Badan Penerbit Universita Diponogoro.



Dimas Arya Kusuma, Munari
558

Giroud, X., & Rauh, J. (2019). State taxation and the reallocation of business activity:
Evidence from establishment-level data. Journal of Political Economy, 127(3),
1262—1316. https://doi.org/10.1086/701357

Greenstein, M., & Vasarhelyi, M. A. (2002). Electronic Commerce: Security, Risk
Management, and Control. McGraw-Hill.

Han, J., Meyer, B. D., & Sullivan, J. X. (2020). Income and poverty in the COVID-
19 pandemic. In Brookings Papers on Economic Activity (Working Paper
27729; Issue Special Edition). https://doi.org/10.1353/eca.2020.0007

Harto, D., Pratiwi, S. R., Utomo, M. N., & Rahmawati, M. (2019). Penerapan Internet
Marketing Dalam Meningkatkan Pendapatan Pada UMKM. JPPM (Jurnal
Pengabdian  Dan  Pemberdayaan  Masyarakat), 3(1), 39-45.
https://doi.org/10.30595/jppm.v3i1.3033

Hong, Z., & Guo, X. (2019). Green product supply chain contracts considering
environmental responsibilities. In Omega (United Kingdom) (Vol. 83). Elsevier
Ltd. https://doi.org/10.1016/j.omega.2018.02.010

KBBI. (2024). Penghasilan. Kamus Besar Bahasa Indonesia (KBBI).
https://www.kbbi.web.id/penghasilan

Kurniawati, N. F. ., & Munari, M. (2023). Literasi Keuangan, Pendapatan dan
Manajemen Pengelolaan Keuangan Terhadap Kinerja Keuangan UMKM di
Kelurahan Ngagel Rejo Kota Surabaya. Journal of Management and Bussines
(JOMB), 5(2), 1021-1031. https://doi.org/10.31539/jomb.v5i2.6325

Laudon, K. C., & Laudon, J. P. (2011). Essentials of management information systems
(9th ed.). Pearson.

Lin, J., Li, L., Luo, X. (Robert), & Benitez, J. (2020). How do agribusinesses thrive
through complexity? The pivotal role of e-commerce capability and business
agility. Decision Support Systems, 135(1), 1-13.
https://doi.org/10.1016/j.dss.2020.113342

Lynch, D., Romney, M., Stomberg, B., Wangerin, D., & Robinson, J. R. (2019).
Trade-offs between Tax and Financial Reporting Benefits: Evidence from
Purchase Price Allocations in Taxable Acquisitions. Contemporary Accounting
Research, 36(3), 1223—1262. https://doi.org/10.1111/1911-3846.12484

Marikyan, D., & Papagiannidis, S. (2023). Technology Acceptance Model: A review.
TheoryHub Book, 1(1), 1-17. https://open.ncl.ac.uk

Martini, Setiawan, D., Adhariani, D., Harymawan, I., & Widodo, M. (2023). E-
commerce and micro and small industries performance: The role of firm size as
a moderator. Journal of Open Innovation: Technology, Market, and
Complexity, 9(3), 1-10. https://doi.org/10.1016/j.joitmc.2023.100142

Mollick, J., Cutshall, R., Changchit, C., & Pham, L. (2023). Contemporary Mobile
Commerce: Determinants of Its Adoption. Journal of Theoretical and Applied
Electronic Commerce Research, 18(1), 501-523.
https://doi.org/10.3390/jtaer18010026

Nezamova, O., & Olentsova, J. (2020). The role of marketing in increasing
competitiveness of the region. ACM International Conference Proceeding
Series, 1-6. https://doi.org/10.1145/3444465.3444481

Oki, O. A., Uleanya, C., & Lukose, J. M. (2021). Factors Influencing the Adoption of
Online Retail Shopping amongst the Internet Users in Buffalo City South
Africa. Multicultural FEducation, 7(5), 1-17.



Dimas Arya Kusuma, Munari
559

https://doi.org/10.5281/zenodo.4734074

Petersen, O. H., Backkeskov, E., Potoski, M., & Brown, T. L. (2019). Measuring and
Managing Ex Ante Transaction Costs in Public Sector Contracting. Public
Administration Review, 79(5), 641—-650. https://doi.org/10.1111/puar.13048

Qalati, S. A., Yuan, L. W., Khan, M. A. S., & Anwar, F. (2021). A mediated model
on the adoption of social media and SMEs’ performance in developing
countries. Technology in Society, 64(1), 1-12.
https://doi.org/10.1016/j.techsoc.2020.101513

Rivai, A. A. (2022). Wadah UMKM KEMENKEU, Aplikasi Model Satu Paket
Kemudahan Sistem Untuk Kesejahteraan Bangsa. Djkn.Kemenkeu.Go.Id.
https://www.djkn.kemenkeu.go.id/artikel/baca/15199/Wadah-UMKM-
KEMENKEU-Aplikasi-Model-Satu-Paket-K emudahan-Sistem-Untuk-
Kesejahteraan-Bangsa.html

Spacirové, Z., Epstein, D., Garcia-Mochon, L., Rovira, J., Olry de Labry Lima, A., &
Espin, J. (2020). A general framework for classifying costing methods for
economic evaluation of health care. European Journal of Health Economics,
21(4), 529-542. https://doi.org/10.1007/s10198-019-01157-9

Sugiarti, Y., Sari, Y., & Hadiyat, M. A. (2020). E-Commerce untuk Meningkatkan
Daya Saing Usaha Mikro Kecil dan Menengah (UMKM) Sambal di Jawa
Timur. Kumawula: Jurnal Pengabdian Kepada Masyarakat, 3(2), 298 — 3009.
https://doi.org/10.24198/kumawula.v3i2.28181

Sugiyono. (2018). Metode Penelitian Kuantitatif, Kualitatif, dan R&D. Alphabeta.

Sun, X., Tang, W., Chen, J., Li, S., & Zhang, J. (2019). Manufacturer encroachment
with production cost reduction under asymmetric information. 7Transportation
Research Part E: Logistics and Transportation Review, 128(1), 191-211.
https://doi.org/10.1016/j.tre.2019.05.018

Triwidatin, Y. (2022). The Influence of Raw Materials and Direct Labor Costs on
Profit Margin Ratio in UMKM Agan Cibinong, Bogor Regency. Journal of
Finance and Business Digital, 1(4), 311-324.
https://doi.org/10.55927/jtbd.v1i4.2172

Turban, E., Lee, J., King, D., & Chung, H. M. (2002). Electronic Commerce: A
Managerial Perspective (1st ed.). Prentice Hall.

Yusgiantoro, 1., Wirdiyanti, R., Soekarno, S., Damayanti, S., & Mambea, 1. (2019).
The Impact of E-commerce Adoption on MSMEs Performance and Financial
Inclusion ( F1) in Indonesia. In The Financial Services Authority (WP/19/06,
Vol. 1, Issue 1). https://ojk.go.id/id/data-dan-statistik/research/working-
paper/Documents/OJK_WP.19.06.pdf

Zhang, X., Liu, H., & Yao, P. (2021). Research jungle on online consumer behaviour
in the context of web 2.0: Traceability, frontiers and perspectives in the post-
pandemic era. Journal of Theoretical and Applied Electronic Commerce
Research, 16(5), 1740—1767. https://doi.org/10.3390/jtaer1 6050098

Zveglich, J. E. (2020). Asia Small and Medium-Sized Enterprise Monitor 2020. In
ADB Asian Development Bank (Vol. 1, Issue 1).
https://www.adb.org/publications/asia-sme-monitor-2020-country-regional-
reviews%0



