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Abstract

This study aims to determine the Model of Increasing the Competitiveness of MSMEs in
the City of Tebing Tinggi in the Era of the Digital Revolution. The population of this research is
MSME customers in Tebing Tinggi City with a sample of 96 respondents. Methods of data analysis
using SmartPLS 3.0 with the results: halal labels, Electronic Word of Mouth and Product Quality
partially affect the Brand Image of MSME customers in Tebing Tinggi City. Halal label, Electronic
Word Of Mouth and Product Quality partially affect Brand Trust for MSME customers in Tebing
Tinggi City. Halal label, Electronic Word Of Mouth and Product Quality have no partial effect on
purchasing decisions for MSME customers in Tebing Tinggi City. Brand Image and Brand Trust
have a partial effect on purchasing decisions for MSME customers in Tebing Tinggi City. Brand
Image can mediate the effect of halal label and Electronic Word Of Mouth on Purchase Decision,
but not on the influence of Product Quality on Purchase Decision. The same thing happened to
Brand Trust.
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1. INTRODUCTION

MSMEs are an important pillar in the economy in Indonesia. Every increase in MSME
activities will be followed by an increase in the economic sector, namely the Indonesian economy
will also increase. MSMEs tend to grow with fluctuating growth rates [1] . However, the decline in
turnover of MSME actors and cooperatives due to COVID-19 has been very significant since its
appearance at the end of 2019. The impact of the decline on MSMESs engaged in the micro food
and beverage business reached 27%. While the impact on small food and beverage businesses is
1.77%, and medium enterprises is 0.07%. Meanwhile, household consumption will also correct
between 0.5% and 0.8% [2].
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Figure 1. Comparison of MSME Conditions before and after the entry of Covid-19 [3].
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Figure 2. Indonesian MSME Data 2020 [4]

Based on the data in Figure 1 above, it can be concluded that MSMEs were significantly

affected during the pandemic. However, the data in Figure 2 above also shows that MSMEs in
Indonesia are also increasing during the pandemic. One of the main factors is that more and more
people are self-employed due to the pandemic. However, based on the results of interviews &
observations made by researchers on MSMEs in the city of Tebing Tinggi as the object of research,
that the increase in MSMEs does not guarantee that MSMEs are able to survive and compete in this
pandemic. Some of the problems faced are: the implementation of social distancing has resulted in
hampered offline purchasing activities, the low ability of MSMEs in Tebing Tinggi City in utilizing
e-businesses, high buyer uncertainty about the safety of MSME products sold, there is no guarantee
that MSME products sold are clean and halal.
The main problem based on the data above shows that Tebing Tinggi SMEs need a strategy to
survive and thrive in this pandemic. This research is very important, especially for strategic
planning and development models for the creative industry / MSMEs, especially in the city of
Tebing Tinggi. So it is hoped that along with the increase in MSMEs in the city of Tebing Tinggi,
both new and old MSMEs are able to survive and develop.

2. IMPLEMENTATION METHOD

The population in this study are MSME customers in Tebing Tinggi City. Because the total
population in this study is not known with certainty, the sample size is calculated using the
Chocran formula where the sample size is 96 respondents. In this study, the sampling used
accidental sampling technique. accidental sampling is a sampling technique based on coincidence,
that is, anyone who coincidentally / incidentally meets a researcher can be used as a sample, if it is
seen that the person who happened to be met matches the data source. The data collection methods
used are questionnaires and literature study.
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The method used in this study is the Structural Equation Model (SEM) method using Partial Least
Square (PLS) software. The purpose of PLS is to help researchers to find out predictions. The
formal model defines the latent variable as a linear aggregate of the indicators [5]. The latent
variables are obtained based on how the inner model (the model that connects the latent variables).
And the outer Model (a model that connects its constructs with indicators). There are two things
that are done in the analysis using PLS, namely:

a. Measurement Model (Outer Model)

Outer model analysis is carried out to ensure that the indicators used are suitable for measurement
(valid and reliable). Outer model analysis was conducted to assess the validity and reliability tests.
b. Structural Model (Inner Model)

Testing of the Inner model or structural model is carried out to see the relationship between the
construct, the significance value and the R-Square of the research model. The Structural Model was
evaluated using R-Square for the dependent construct, stone-geisser Q-Square test for predictive
relevance and t-test for the significance of the coefficients of the Structural path parameters.

3. RESULTS AND DISCUSSION
3.1. Validity test
Based on the test results, it can be seen that all loading factor values have passed the 0.7 limit so
that it can be concluded that each indicator in this study is valid. Therefore, these indicators can be
used to measure research variables.
3.2. Reliability Test
An instrument can be said to be reliable by looking at the value of Average Variance Extracted
more than 0.5, Cronbach Alpha more than 0.6 and Composite Reliability more than 0.7. Based on
the test results, it can be seen that the Cronbach Alpha value of the Purchase Decision variable is
0.743, the Brand image variable is 0.604, the Brand trust variable is 0.652, the Halal Label variable
is 0.762, the Electronic word of mouth variable is 0.830 and the Product Quality variable is 0.890.
From the calculation results above, it can be seen that all indicators are reliable in measuring the
latent variables.
3.3. Evaluasi Inner Model

The evaluation of the inner model can be seen from several indicators which include the
coefficient of determination (R2), Predictive Relevance (Q2) and Goodnes of Fit Index (GoF). The
results of data processing using Smart PLS 3.0 in this study are as follows:

Z1.1 Z1z Z13
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3.4. Hypothesis test

Based on the results of the outer model, all the hypotheses tested have met the requirements, so that
they can be used as an analytical model in this study. Hypothesis testing in this study uses 5%
alpha which means that if the t-statistic value is 1.960 or the probability value is level of
significance (o = 5%). The 0.05 limit means that the magnitude of the chance of deviation is only
5% and the remaining 95% is indicated to be able to accept the hypothesis.

Hypothesis testing in this study is divided into two parts, namely direct influence testing and
indirect influence testing (mediation). The direct effect test will use bootstrapping on the Smart
PLS 3.0 software, while the indirect effect test will use t-statistics on the indirect effect.

Direct Effect Test

a.

644

Hypothesis 1
Based on the test results, the t-statistical value of the relationship between Halal Label
(X1) and Brand Image (Z1) is 3,855 with sig. of 0.000. The test results show that the t-
statistic 1.96 and the value of sig. level of significance (a = 5%). This shows that there is
a significant influence between the Halal Label (X1) on Brand Image (Z1). Thus,
hypothesis 1 is accepted.
Hypothesis 2

Based on the test results, the t-statistical value of the relationship between
Electronic word of mouth (X2) and Brand image (Z1) is 3,459 with sig. of 0.001. The test
results show that the t-statistic 1.96 and the value of sig. level of significance (a0 = 5%).
This shows that there is a significant influence between Electronic word of mouth (X2)
on Brand image (Z1). Thus hypothesis 2 is accepted.
Hypothesis 3
Based on the test results, the t-statistical value of the relationship between Product
Quiality (X3) and Brand Image (Z1) is 2,435 with sig. of 0.015. The test results show that
the t-statistic 1.96 and the value of sig. level of significance (a0 = 5%). This shows that
there is a significant influence between product quality (X3) on brand image (Z1). Thus,
hypothesis 3 is accepted.
Hypothesis 4
Based on the test results, the t-statistic value of the relationship between Halal Label (X1)
and Brand trust (Z2) is 3,040 with sig. of 0.002. The test results show that the t-statistic
1.96 and the value of sig. level of significance (o0 = 5%). This shows that there is a
significant influence between the Halal Label (X1) on Brand trust (Z2). Thus hypothesis
4 is accepted.
Hypothesis 5
Based on the test results, the t-statistical value of the relationship between electronic word
of mouth (X2) and Brand trust (Z2) is 3.228 with sig. of 0.001. The test results show that
the t-statistic 1.96 and the value of sig. level of significance (o = 5%). This shows that
there is a significant influence between electronic word of mouth (X2) on Brand trust
(Z2). Thus hypothesis 5 is accepted.
Hypothesis 6
Based on the test results, the t-statistic value of the relationship between Product Quality
(X3) and Brand trust (Z2) is 2008 with sig. of 0.045. The test results show that the t-
statistic 1.96 and the value of sig. level of significance (a = 5%). This shows that there is
a significant influence between Product Quality (X3) on Brand trust (Z2). Thus
hypothesis 6 is accepted.
Hypothesis 7
Based on the results of testing the t-statistical value of the relationship between Halal
Label (X1) and Purchase Decision (Y) is 1,370 with sig. of 0.171. The test results show
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that the t-statistic 1.96 and the value of sig. level of significance (o0 = 5%). This shows
that there is no significant effect between Halal Label (X1) on Purchase Decision (Y).
Thus hypothesis 7 is rejected.

Hypothesis 8

Based on the results of testing the t-statistical value of the relationship between
Electronic word of mouth (X2) on Purchase Decisions (Y) is 0.153 with sig. of 0.879.
The test results show that the t-statistic 1.96 and the value of sig. level of significance (a
= 5%). This shows that there is no significant effect between Electronic word of mouth
(X2) on Purchase Decisions (Y). Thus hypothesis 8 is rejected.

Hypothesis 9

Based on the test results, the t-statistical value of the relationship between Product
Quality (X3) and Purchase Decision (Y) is 1.088 with sig. of 0.276. The test results show
that the t-statistic 1.96 and the value of sig. level of significance (a = 5%). This shows
that there is no significant effect between Product Quality (X3) on Purchase Decisions
(Y). Thus hypothesis 9 is rejected.

Hypothesis 10

Based on the results of testing the t-statistical value of the relationship between Brand
image (Z1) to Purchase Decision (Y) is 2,765 with sig. of 0.006. The test results show
that the t-statistic 1.96 and the value of sig. level of significance (o = 5%). This shows
that there is a significant influence between Brand image (Z1) on Purchase Decision (Y).
Thus hypothesis 10 is accepted.

Hypothesis 11

Based on the test results, the t-statistical value of the relationship between Brand trust
(Z2) and Purchase Decision (Y) is 3,046 with sig. of 0.002. The test results show that the
t-statistic 1.96 and the value of sig. level of significance (o = 5%). This shows that there
is a significant influence between Brand trust (Z2) on Purchase Decision (Y). Thus
hypothesis 11 is accepted.

Indirect Effect Test

a.

Hypothesis 12

Based on the results of testing the t-statistical value of the relationship between Halal
Label (X1) and Purchase Decision (Y) through Brand Image (Z1) is 2,110 with sig. of
0.035. The test results show that the t-statistic 1.96 and the value of sig. level of
significance (o = 5%). This shows that Brand image (Z1) can mediate the effect of Halal
Label (X1) on Purchase Decision (Y). Thus hypothesis 12 is accepted.

Hypothesis 13

Based on the results of testing the t-statistical value of the relationship between electronic
word of mouth (X2) on Purchase Decisions (Y) through Brand Image (Z1) is 2.249 with
sig. of 0.025. The test results show that the t-statistic 1.96 and the value of sig. level of
significance (a = 5%). This shows that Brand image can mediate between electronic word
of mouth (X2) to Purchase Decision (Y). Thus hypothesis 13 is accepted.

Hypothesis 14

Based on the results of testing the t-statistical value of the relationship between Product
Quality (X3) on Purchase Decisions (Y) through Brand Image (Z1) is 1,801 with sig. of
0.072. The test results show that the t-statistic 1.96 and the value of sig. level of
significance (o = 5%). This shows that Brand image (Z1) cannot mediate the effect of
Product Quality (X3) on Purchase Decision (Y). Thus hypothesis 14 is rejected.
Hypothesis 15

Based on the test results, the t-statistical value of the relationship between Halal Label
(X1) and Purchase Decision (Y) through Brand trust (Z2) is 2.072 with sig. of 0.038. The
test results show that the t-statistic 1.96 and the value of sig. level of significance (o =
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5%). This shows that Brand trust (Z2) can mediate the effect of Halal Label (X1) on
Purchase Decision (Y). Thus hypothesis 15 is accepted.

e.  Hypothesis 16
Based on the results of testing the t-statistical value of the relationship between Electronic
word of mouth (X2) on Purchase Decisions (Y) through Brand trust (Z2) is 2,064 with sig.
of 0.039. The test results show that the t-statistic 1.96 and the value of sig. level of
significance (a0 = 5%). This shows that Brand trust (Z2) can mediate the effect of
Electronic word of mouth (X2) on Purchase Decisions (Y). Thus hypothesis 16 is
accepted.

f.  Hypothesis 17
Based on the test results, the t-statistical value of the relationship between Product Quality
(X3) and Purchase Decision (YY) through Brand trust (Z2) is 1,568 with sig. of 0.117. The
test results show that the t-statistic 1.96 and the value of sig. level of significance (a =
5%). This shows that Brand trust (Z2) cannot mediate the effect of Product Quality (X3)
on Purchase Decision (Y). Thus hypothesis 17 is rejected.

4. CONCLUSION
This study aims to determine the Model of Increasing the Competitiveness of MSMEs in the
City of Tebing Tinggi in the Era of the Digital Revolution. Based on the results of data analysis
and discussion that have been described previously, with reference to the formulated hypothesis
and 95% confidence level (a = 5%), it can be concluded as follows: a. Hypothesis 1 is accepted,
meaning that there is a significant influence between the Halal Label on the Brand Image of
MSME customers in Tebing Tinggi City. b. Hypothesis 2 is accepted, meaning that there is a
significant influence between Electronic Word Of Mouth on Brand Image for MSME customers
in Tebing Tinggi City. c. Hypothesis 3 is accepted, meaning that there is a significant influence
between product quality and brand image for MSME customers in Tebing Tinggi City. d.
Hypothesis 4 is accepted, meaning that there is a significant influence between the Halal Label
on Brand Trust for MSME customers in Tebing Tinggi City. e. Hypothesis 5 is accepted,
meaning that there is a significant influence between Electronic word of mouth on Brand trust
for MSME customers in Tebing Tinggi City. f. Hypothesis 6 is accepted, meaning that there is a
significant effect between Product Quality on Brand Trust for MSME customers in Tebing
Tinggi City. g. Hypothesis 7 is rejected, meaning that there is no significant effect between
Halal Labels on Purchase Decisions for MSME customers in Tebing Tinggi City. h. Hypothesis
8 is rejected, meaning that there is no significant effect between Electronic Word Of Mouth on
Purchase Decisions for MSME customers in Tebing Tinggi City. i. hypothesis 9 is rejected,
meaning that there is no significant effect between product quality on purchasing decisions for
MSME customers in Tebing Tinggi City. j. Hypothesis 10 is accepted, meaning that there is a
significant influence between Brand Image on Purchase Decisions for MSME customers in
Tebing Tinggi City. k. Hypothesis 11 is accepted, meaning that there is a significant influence
between Brand Trust on Purchase Decisions for MSME customers in Tebing Tinggi City. I.
Hypothesis 12 is accepted, meaning that Brand Image is able to mediate the effect of Halal
Label (X1) on Purchase Decision (Y) on MSME customers in Tebing Tinggi City. m.
Hypothesis 13 is accepted, meaning that Brand Image is able to mediate the influence of
Electronic Word of Mouth on Purchase Decisions for MSME customers in Tebing Tinggi City.
n. Hypothesis 14 is rejected, meaning that brand image cannot mediate the effect of product
quality on purchasing decisions for MSME customers in Tebing Tinggi City. o. Hypothesis 15
is accepted, meaning that Brand Trust can mediate the effect of Halal Label on Purchase
Decisions for MSME customers in Tebing Tinggi City. p. Hypothesis 16 is accepted, meaning
that Brand trust can mediate the influence of Electronic word of mouth on Purchase Decisions
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for MSME customers in Tebing Tinggi City. g. Hypothesis 17 is rejected, meaning that Brand
Trust cannot mediate the effect of Product Quality on Purchase Decisions for MSME customers
in Tebing Tinggi City.
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