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Abstract

This study aims to analyze the role of digital marketing in enhancing the competitiveness of MSMEs in West
Sumatra, focusing on aspects of sales improvement, market expansion, and customer loyalty. A quantitative
approach was employed through a survey of 100 MSME actors in the culinary, handicraft, and tourism sectors
who had used digital platforms for at least one year. Data were analyzed using multiple linear regression to
examine the influence of digital marketing and customer loyalty on MSME competitiveness. The results show
that digital marketing has a positive and significant effect on competitiveness (f = 0.617; p < 0.001), while
customer loyalty also contributes positively, though to a lesser extent ( = 0.283; p < 0.01). Social media
emerged as the dominant digital channel used (72%), while paid advertising and marketplaces were relatively
less utilized. These findings indicate that digital marketing strategies can drive short-term sales growth;
however, strengthening long-term competitiveness requires fostering customer loyalty through continuous
interaction, after-sales service, and customer management system integration. The study recommends digital
literacy training, assistance in integrating social media with e-commerce, and regional policy support to
encourage MSMESs’ transformation from organic strategies to more sustainable omnichannel strategies. This
research contributes theoretically by reinforcing the literature on the mechanisms through which digital
marketing and customer loyalty influence MSME competitiveness in the digital economy era.
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INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) are the backbone of Indonesia’s economy.
Nationally, the MSME sector makes a significant contribution to the Gross Domestic Product (GDP)
while also being the largest absorber of labor, making the strengthening of this sector key to
promoting inclusive and sustainable economic growth (Kadin Indonesia, 2024). Beyond
macroeconomic contributions, MSMEs also play a vital social role in creating new jobs, reducing
unemployment, and maintaining household economic stability, particularly among lower-middle-
class communities.

At the provincial level, including West Sumatra, MSMEs serve as one of the drivers of
regional economic growth, with strong foundations in the culinary, handicraft, and tourism
sectors. Flagship products such as packaged rendang, Pandai Sikek songket, and locally based
handicrafts have strengthened cultural identity while also holding great potential in both
domestic and international markets. However, MSMEs continue to face several persistent
challenges, such as limited access to capital, distribution barriers, and low managerial capacity. A
particularly crucial challenge is the adaptation to digital technological developments, which has
now become a determinant of competitiveness (Andika et al., 2021).

Previous studies in West Sumatra emphasize that improving human resource (HR) quality
and adopting modern marketing strategies are fundamental factors in ensuring business
sustainability. For instance, in the packaged rendang industry, strengthening promotion and
distribution capabilities through technology has become essential to facing increasingly fierce
competition (Rahmat et al., 2022). The shift in consumer behavior toward becoming more
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digitally savvy further accelerates the need for MSMEs to adopt technology-based
marketing strategies.

The digital economy offers strategic opportunities. The use of digital marketing through
social media, marketplaces, and digital advertising has been proven to improve sales
performance, expand market reach, and build more intensive customer engagement (Abdullah,
2025; Kilay et al, 2022). Various studies highlight that digital marketing not only enhances
promotional cost efficiency but also enables MSMEs to build strong brand images and compete
more equally with larger companies (Sandiva, 2024).

However, these opportunities are often hindered by tangible challenges. Barriers such as
uneven digital literacy, limited human resources capable of managing digital platforms, and weak
data-driven analytical capabilities mean that digital marketing strategies are not yet fully
optimized (Wibawa et al,, 2024). In addition, the role of support from local governments and
related institutions remains crucial to ensure that the MSME digital transformation process is
well-directed and sustainable (Wulandari et al., 2025).

Based on this background, this study aims to analyze the role of digital marketing in
enhancing the competitiveness of MSMEs in West Sumatra, focusing on aspects of sales
improvement, market expansion, and customer loyalty. The findings are expected to provide
practical contributions for MSME actors, local governments, and other stakeholders, particularly
in formulating strategies to accelerate MSME digitalization in ways that are relevant to local
characteristics and regional challenges.

METHOD
This study employed a quantitative approach using a survey method. The choice of this
approach was based on the research objective, which sought to test the relationship between the
application of digital marketing and the improvement of MSME competitiveness in West Sumatra.
Population and Sample
The population of this study consisted of all MSME actors in West Sumatra operating in
the culinary, handicraft, and tourism sectors. A purposive sampling technique was used to select
respondents based on specific criteria, namely MSMEs that had been using digital platforms
(social media, e-commerce, or digital advertising) for at least one year. The sample size was set at
100 MSMEs, which was deemed sufficient for basic statistical analysis.
Research Instrument
Data collection was conducted using a Likert scale questionnaire (1-5), covering three
main variables:
1. Digital Marketing (indicators: use of social media, e-commerce, digital advertising, and
content strategy),
2. MSME Competitiveness (indicators: sales improvement, market expansion, cost efficiency,
and product differentiation),
3. Customer Loyalty (indicators: repeat purchases, recommendations, and consumer
engagement).
Data Collection Techniques
Primary data were obtained through questionnaires distributed directly or via digital
platforms to respondents. Secondary data were sourced from government reports, academic
publications, and articles related to digital marketing and MSMEs in West Sumatra.
Data Analysis Techniques
Data were analyzed using descriptive statistical methods to describe respondent and
variable characteristics, as well as multiple linear regression analysis to test the effect of digital
marketing on MSME competitiveness. Validity and reliability tests were conducted beforehand to
ensure the quality of the research instrument.
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Figure 1. Research Flowchart
RESULT AND DISCUSSION

Result
Research Instrument Test
Table 1. Respondent Characteristics

Characteristic Category Number (n) Percentage (%)

Business Sector Culinary 45 45.0
Crafts 35 35.0
Tourism 20 20.0
Length of 1-5 years 40 40.0

Business
> 5 years 60 60.0
Primary Digital ¢/ .| Media 72 72.0

Platform
Marketplace 18 18.0

Social Media +
Digital Ads 10 10.0
Total

Respondents 100 100.0

The majority of respondents come from the culinary sector (45%), followed by crafts
(35%) and tourism (20%). Most of the UMKM have been in business for more than 5 years (60%),
indicating relatively mature business experience. In terms of technology utilization, social media
is the most dominant digital platform used (72%), while marketplaces (18%) and a combination
of social media with digital ads (10%) are less utilized
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Table 2. Validity Test Results
Item-Total

Variable Statement Item . Criteria Status
Correlation
Digital .
Marketing DM1 0.612 >0.30 Valid
DM?2 0.587 >0.30 Valid
DM3 0.674 >0.30 Valid
UM.K.M DS1 0.721 >0.30 Valid
Competitiveness
DS2 0.695 >0.30 Valid
Customer LP1 0.643 >0.30 Valid
Loyalty
LP2 0.659 >0.30 Valid

The validity test results show that all statement items for the Digital Marketing (DM1-
DM3), UMKM Competitiveness (DS1-DS2), and Customer Loyalty (LP1-LP2) variables have item-
total correlations greater than 0.30. This means that all the indicators used in the study are valid
and suitable for measuring each of the variables. Therefore, the research instrument accurately
represents the constructs being studied.

Table 3. Reliability Test Results
Cronbach’s Minimum

Variable Alpha Limit Status
Digital Marketing 0.812 = 0.70 Reliable
UMKM 0.835 2070  Reliable
Competitiveness
Customer Loyalty 0.796 >20.70 Reliable

The reliability test results show that all research variables have Cronbach’s Alpha values
above 0.70: Digital Marketing (0.812), UMKM Competitiveness (0.835), and Customer Loyalty
(0.796). This indicates that the research instruments are reliable, meaning the measurements are
consistent and trustworthy for assessing the constructs being studied.

Descriptive Statistics
Table 4. Descriptive Statistics of Research Variables

Variable Mean Highest Indicator Lowest Indicator
Digital Marketing 412 Social lgie?‘};”)‘ Usage  pisital Ads (3.85)
UMKM Cost Efficiency
Competitiveness 4.05 Sales Growth (4.20) (3.90)
Repeat Purchases Recommendations
Customer Loyalty 3.98 (4.15) (3.80)

The descriptive results show that the Digital Marketing variable has a mean of 4.12, with
social media usage as the highest indicator (4.35) and digital ads as the lowest (3.85). The UMKM
Competitiveness variable has a mean of 4.05, with sales growth as the highest indicator (4.20) and
cost efficiency as the lowest (3.90). Meanwhile, the Customer Loyalty variable has a mean of 3.98,
with repeat purchases as the highest indicator (4.15) and recommendations as the lowest (3.80).
These findings suggest that UMKM make the most use of social media, see sales growth as the
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main outcome, and customers are more likely to make repeat purchases rather than recommend
the products

Multiple Linear Regression Test
Table 5. Model Summary

Adjusted
Model R R Square R Square
1 0,761 0,579 0,567
Table 6. ANOVA Test Results
Model Sum of ae Mean o g
Squares Square
Regression 28,512 2 14,256 66,73 0,000
Residual 20,603 97 0,212
Total 49,115 99
Table 7. t-test Results
Variabel B Std. Error Beta Standar t
(Constant) 0,452 0,154 - 2,94
Digital
Marketing (X1) 0,617 0,081 0,61 7,62
Customer
Loyalty (X2) 0,283 0,095 0,23 2,98

Table 8. Regression Coefficients (Unstandardized & Standardized)

5 Beta 95% CI B
Predictor (Unstandardized.) SEB t p (stand.) (lower,
upper)
(Constant) 0.452 0154 294 0.004 - 0.145 - 0.759
D‘gltal(g'&gke“ng 0.617 0081 762 <0.001 061  0456-0.778
C“St"“(‘ig)]‘oyalty 0.283 0.095 298 00038 023  0.094- 0472

The results of the multiple linear regression test show that the R? value is 0.579, meaning
that 57.9% of the variation in UMKM competitiveness can be explained by digital marketing and
customer loyalty, while the remaining variation is influenced by other factors outside the model.
The F-test yields an F value of 66.73 with a significance of p < 0.001, indicating that the regression
model is valid and significant. In terms of individual predictors, digital marketing has a positive
and significant effect on UMKM competitiveness with a coefficient of 0.617 (p < 0.001), while
customer loyalty also has a positive and significant effect with a coefficient of 0.283 (p = 0.004).
Therefore, both independent variables contribute significantly to improving UMKM
competitiveness.

Discussion

This study is consistent with the findings of Sharabati et al. (2024), who demonstrated
that social media-based digital marketing strategies, SEO, and online advertising significantly
improve the performance of SMEs and strengthen their competitiveness. A similar finding was
reported by Chasanah et al. (2021), which showed that the COVID-19 pandemic accelerated the
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adoption of digital marketing in SMEs in Bogor, where social media became the main channel for
promotion and distribution. This aligns with findings in West Sumatra, where the majority of
SMESs rely more on social media than on digital advertising.

Several other studies support this argument. Haryadi et al. (2024) in Sumbawa found that
SMEs implementing digital marketing had higher average revenues compared to those that did
not. Mulyani (2023) reported that the use of marketplaces, social media, and digital promotions
significantly affected the sales increase of SMEs in Sidoarjo. Similarly, Pratama et al. (2024)
showed that digital marketing strategies in South Surabaya positively impacted SME sales
performance.

Digital literacy has been proven to be an important moderating factor in the effectiveness
of digital marketing. Atmojo et al. (2024) emphasized that SMEs with high digital literacy are more
capable of leveraging digital marketing strategies to improve financial performance. This is
reinforced by a case study by Rizkiani (2025) on Seblak Nyenyenye SMEs, which showed that
creative use of platform features (such as Instagram Reels, Stories, and influencer collaborations)
led to a 35% increase in turnover within three months. However, not all digital marketing
strategies yield the same results. Panjaitan et al. (2024) found that social media marketing
significantly influenced SME sales in Medan, while video marketing did not show the same impact,
suggesting that the choice of strategy should be tailored to the context and target audience.

From a brand engagement perspective, Manalu's (2023) research confirms that social
media in marketing communications increases brand awareness and consumer loyalty. Zakiyah
et al. (2024) also reported the dominance of Instagram and other social platforms as the main
marketing tools for SMEs from 2018 to 2023. Nevertheless, the success of digital marketing
strategies is not solely determined by promotional channels but also by organizational capabilities
and managerial factors. Wu et al. (2024) highlighted that organizational capabilities explain the
variations in SME competitiveness, which is not entirely influenced by digital marketing. Batubara
et al. (2024) added the importance of policy interventions and managerial capacity building to
support the digital transformation of SMEs in Indonesia. This is consistent with Jadav et al.'s
(2023) review, which emphasizes the role of a coherent content strategy and organizational
support as key drivers of effective digital marketing.

Furthermore, field results show the dominance of social media use (72% of respondents)
compared to marketplaces or paid advertisements, as well as the low average of digital advertising
indicators. This condition indicates that many SMEs still rely on organic channels and simple
internal capabilities. This finding is aligned with the study by Patma et al. (2021), which identified
limited digital literacy and analytical capabilities as barriers in optimizing paid ads or
omnichannel strategies. In this context, recent literature emphasizes the importance of
organizational capabilities and ecosystem support (e.g., policy support, technical assistance, and
platform collaboration) as moderating factors that determine the effectiveness of digital
marketing. Indiani et al. (2025) even emphasized that successful e-commerce adoption depends
not only on technology access but also on managerial readiness, human resources, and focused
policy intervention.

From a mechanistic perspective, this study's findings indicate that digital marketing has a
strong direct effect on competitiveness (§ * 0.617), while customer loyalty contributes positively
but less significantly (f = 0.283). These findings align with consumer behavior and digital
marketing theories, where digital channels drive short-term sales increases, while loyalty is built
through repeated experiences, quality interactions, and after-sales service. This explains why
acquisition strategies based on content or ads can increase sales but do not automatically generate
loyalty-based competitive advantage (Patma et al., 2021).

The study by Faliza and Sarwindah (2024) on SMEs in Merawang supports this, showing
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that social media positively influences customer loyalty, though its effect is smaller compared to
the direct impact on sales. Sitindaon (2025) adds that consumer loyalty is formed through active
interaction and the use of customer data via digital CRM. This is reinforced by Nurcayani and
Sriyono (2024), who emphasize the role of e-CRM and e-satisfaction as important mediators in
building e-loyalty. Rahayu (2024) also found that long-term financial benefits are only achieved
when digital strategies are combined with multichannel approaches, personalization, and
customer relationship management. In line with this, Mustofa et al. (2024) demonstrated that
consumer engagement is a key variable linking digital marketing to brand loyalty.

This study has several policy implications. First, digital capacity-building training focused
on paid advertising, simple analytics, and conversion content strategies can improve the
effectiveness of SMEs' marketing budgets. Second, mentoring that facilitates the integration of
social media with marketplaces/e-commerce will help SMEs shift from organic strategies to more
profitable omnichannel strategies. Third, local governments should design support policies in the
form of training subsidies, digital incubation, and collaboration schemes with platforms, tailored
to the digital maturity level of local SMEs. These recommendations align with the framework for
accelerating e-commerce adoption for emerging markets proposed by Indiani et al. (2025).

CONCLUSION

This study shows that digital marketing has a significant impact on enhancing the
competitiveness of SMEs in West Sumatra, with a stronger direct impact compared to customer
loyalty. Social media serves as the main channel, although the use of paid advertising and
marketplaces remains limited. The effectiveness of digital strategies is highly influenced by digital
literacy, organizational capabilities, and ecosystem support. Practically, the findings emphasize
the need for digital literacy training, mentoring for integrating social media with e-commerce, and
regional support policies to help SMEs transition from organic strategies to more sustainable and
competitive omnichannel approaches.
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