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Furthermore, it examines the mediating role of business model
innovation in the relationship between external influencers and
marketing outcomes. A quantitative research design was adopted,
employing partial least squares structural equation modeling to
analyze data gathered from 187 small and medium-sized enterprises
in the Indonesian food and beverage industry, selected through
purposive sampling. Marketing performance is driven by customers'
tech-savviness and business model innovation, but not by business
partners. Furthermore, both customer tech-savviness and business
partners drive business model innovation. Business model innovation
bridges the gap, allowing both customers' tech-savviness and
business partners to drive marketing performance. These findings
underscore the pivotal mediating role of business model innovation as
a strategic mechanism that translates digital readiness and
partnership strength into superior marketing outcomes. This study
contributes to the literature on the digital transformation of small and
medium-sized enterprises by providing empirical evidence of the
mediating role of business model innovation in emerging markets. It
expands upon current research by framing customer tech savviness
and collaboration with business partners as essential external
facilitators of innovation-driven marketing performance. The findings
have practical implications for managers seeking to capitalize on
digital customer capabilities and collaborative networks to achieve
sustainable competitive advantages.
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1. Introduction

Digital transformation is essential for micro, small, and medium enterprises (MSMEs)
to maintain competitiveness and achieve long-term sustainability. It improves operational
efficiency, innovation, and market adaptability, significantly reshaping the competitive
landscape in global markets (Almajali & Allah, 2025). Platform-based digital ecosystems have
evolved, impacting consumer behavior and competitive dynamics. This ecosystem manages
attention and the information economy, highlighting the need for multidisciplinary research
to understand its implications in developing regions (Banerjee et al., 2024).

MSMESs account for more than 61% of gross domestic product and employ more than
97% of the workforce, highlighting their important role as the backbone of the national
economy and their significance in providing essential goods and services (Sinha et al., 2024).
The MSME sector, with its large number of business units, is essential for sustaining
economic growth and social stability. MSMEs' contributions are widely acknowledged,
highlighting their strategic importance in promoting innovation and benefiting the economy
both economically and socially (Neagu, 2016). MSMEs face challenges in digital
transformation, including limited resources, skills gaps, and resistance to change. Leveraging
external support, developing employee skills, and fostering a culture of innovation are
important strategies for achieving sustainable competitive advantage in the digital age (Li et
al.,, 2025).

Digital marketing plays a crucial role in optimizing customer interactions and
expanding sales markets, as highlighted in the research paper. It enables businesses to adapt
their marketing strategies to meet the selective preferences of modern consumers, who
prioritize specific product features and expect diverse choices (Biemans, 2023). By
implementing effective digital marketing strategies, companies can enhance their marketing
performance, ultimately leading to increased sales, market share, and profitability, especially
in a competitive environment marked by challenges such as global instability (Solntsev et al.,
2023).

The research highlights that digital marketing strategies significantly enhance
consumer interactions and expand market reach, ultimately strengthening customer loyalty
(Ijomah et al., 2024). As modern consumers become more selective, businesses must adapt
their marketing approaches to engage consumers in decision-making effectively. The study
identifies challenges such as platform algorithm changes and digital fatigue, emphasizing the
need for companies to implement adaptive strategies to optimize marketing performance
and increase sales, market share, and profitability in a competitive landscape (Kamyabi et al.,
2025).

However, challenges such as limited digital literacy and time constraints can hinder
the effective implementation of these strategies (Kumar, 2025). The role of e-commerce also
shows a positive and significant influence on marketing performance, as proven research on
food and beverage MSMEs in Surabaya, East Java, Indonesia, confirms the importance of
utilizing digital platforms in improving overall marketing results (Adistia & Sanaji, 2022).
Furthermore, improving marketing performance in MSMEs depends not only on technology
adoption but also on the strategic alignment among technology, organizational, and
environmental factors. This emphasizes the importance of organizational readiness as well
as the influence of the external environment in achieving optimal marketing performance

Customers' technological expertise significantly influences the digital transformation
process in MSMEs. Customers with strong digital skills tend to be more comfortable engaging
in online interactions and digital transactions and adopting various service innovations,
thereby improving their overall experience and satisfaction (Ravikumar, 2025).
Furthermore, customer readiness, influenced by optimism and innovation, positively
influences e-commerce adoption readiness in MSMEs, consistent with previous studies
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showing a positive relationship between customer technology readiness and e-commerce
adoption (Pahlawansah et al., 2023). Furthermore, technology-savvy customers significantly
enhance online customer engagement by facilitating seamless digital transactions and
interactions across multiple platforms. Their familiarity with technology allows businesses
to implement effective engagement strategies that resonate with these customers. This
increased engagement not only strengthens customer relationships but also contributes to
long-term business success in the digital era.

Understanding the motivations and behaviors of these customers is crucial for
businesses aiming to thrive in the evolving online landscape (Chaurasia & Parmar, 2023).
Nevertheless, despite the optimism shown by some customers for digital technology, there
are still various obstacles, such as limited internet access, low digital literacy, and concerns
about data misuse, which hinder the real adoption rate. This suggests a gap between
technological readiness and psychosocial preparedness, particularly in regions with limited
infrastructure (Santoso, 2025). On the other hand, technology savviness is seen as an
important managerial tool in creating sustainable competitive advantages in MSMEs.
However, studies specifically discussing customer tech savviness and its direct influence on
company performance through strategic channels remain limited, indicating research gaps
warranting further study (Bayer, 2025).

Competency building in supplier relationships is an important factor in improving
the relational capabilities of MSMEs, ultimately impacting operational effectiveness and
supply chain efficiency. Strong collaboration with business partners enables intensive
knowledge sharing, which is instrumental in driving supply chain innovation and improving
overall business results. Competence development is crucial in supplier development
projects, particularly for MSMEs. By enhancing purchasing and supply management skills,
MSMEs can improve their relational capabilities, leading to better operational effectiveness
and supply chain efficiency. Strong collaboration with business partners facilitates intensive
knowledge sharing, which is essential for driving supply chain innovation and improving
overall business results. This innovative approach to knowledge transfer is vital for the
adoption of new practices among 3rd, 4th, and 5th-tier suppliers (Rasdien et al,, 2024). In
line with this, strategic partnerships and collaboration in the digital ecosystem contribute to
increasing the organizational agility and competitiveness of MSMEs, especially when
technology adoption is aligned with these partnership relationships to promote operational
efficiency and sustainable innovation (Chen & Sumartono, 2024).

Furthermore, collaborative networks significantly impact the innovation capabilities
of MSMEs by facilitating the exchange of knowledge and expertise among suppliers,
customers, competitors, and research organizations. This collaboration enhances innovation
output, enabling MSMEs to develop new products and solutions more effectively. As a result,
these networks contribute to improved business performance and competitive advantage,
allowing MSMEs to respond swiftly to market demands and leverage shared resources for
optimal outcomes, ultimately fostering sustainable performance (Muchtar et al, 2022).
However, collaboration with business partners does not always translate directly into
business performance; it depends on the quality of the relationships established and their
market orientation. Therefore, strengthening high-quality, market-orientation-based
relationships is key in creating relational competitive advantages that ultimately improve the
marketing performance of MSMEs (Sitaniapessy & Huwae, 2023).

Business model innovation is a crucial factor for MSMEs in redesigning the logic of
value creation and capture, enabling them to adapt to technological developments and
changes in consumer preferences and to increase competitiveness in the digital era (Kardana
et al, 2025). Business model innovation enables MSMEs to integrate multiple digital
strategies, optimize distribution channels, and develop diverse revenue streams, ultimately
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increasing operational agility, customer engagement, and competitive advantage (Pasha,
2023).

Correspondingly, business model innovation significantly enhances competitive
advantage, scalability, and long-term profitability, contributing to overall business success in
the digital economy. The research highlights that effective innovation drives new revenue
streams and operational efficiencies while enhancing customer value. Key drivers such as
digitalization and evolving consumer preferences necessitate a customer-centric approach,
enabling organizations to adapt and thrive amidst dynamic market pressures. Embracing
these innovations is essential for sustaining competitiveness and achieving enduring growth
in today's rapidly changing business landscape (Kumar, 2025). Nevertheless, business model
innovation not only acts as a direct predictor of performance, but also as a mediation
mechanism that links various external factors with marketing results, thus serving as a
strategic bridge in improving MSME performance (Najmaei et al., 2017).

In the context of increasingly dynamic competition and rapid changes in consumer
preferences, the effectiveness of supply chain management, the utilization of digital
marketing, and product development are important factors in improving the performance
and competitiveness of MSMEs (Earnshaw, 2023). Digitalization significantly transforms
business processes by optimizing operations, enhancing labor productivity, and improving
the quality of management decisions. The implementation of online ordering systems, digital
payment methods, and social media promotion exemplifies how digital solutions can
strengthen organizational competitiveness. The study highlights that while digitalization
offers substantial benefits, challenges remain, particularly in developing digital competencies
and ensuring cybersecurity. Overall, these transformations are crucial for the effectiveness
and sustainability of modern organizations in the digital economy (Garbuzova et al., 2025) .

In addition, customers' technological sophistication and collaboration with business
partners play important roles in improving MSME performance. High-quality relationships,
supported by effective collaboration and technology (e-collaboration), can create a relational
competitive advantage that improves business performance (Sitaniapessy & Huwae, 2023).
However, there are still gaps in empirical studies that integrate these key variables in a
comprehensive mediation framework for MSMEs in Indonesia. Most previous studies have
taken a quantitative approach and focused on specific sectors, so a more thorough study is
needed to explore the effects of integrated mediation and to address regional and
methodological gaps in the existing literature (Muis, 2025).

From the perspective of dynamic capability theory (DCT) as articulated by Teece
(2018), which complements the resource-based view (RBV) as articulated by Barney (1991),
MSMEs must be able to leverage dynamic capabilities to manage and accumulate
heterogeneous resources and adapt to changes in the business environment. This approach
allows MSMEs to flexibly reconfigure internal and external resources, to achieve efficiency
while increasing risk resilience (Wang, 2025). Within this theoretical framework, customer
tech savviness and collaboration with business partners are external strategic assets.
However, it emphasizes that dynamic capabilities, such as detection, value capture,
organization, and reconstruction, positively influence business model innovation, which in
turn enhances technological innovation performance. The integration of these capabilities is
crucial for MSMEs to adapt and maintain competitiveness in a dynamic business
environment, aligning with the need for strategic vision and market orientation (Phong &
Tam, 2024).

The study emphasizes that adaptive selling capability, integrated with value-based
selling, and sales interaction quality play a key role in improving MSME marketing
performance by enabling firms to respond effectively to diverse customer needs and
dynamic market conditions, thereby strengthening customer relationships, satisfaction, and
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loyalty (Saputra & Ariningsih, 2025). In this context, business model innovation serves as a
mediating mechanism linking external stimuli to marketing performance, particularly in
emerging markets (Sukania et al., 2024). However, MSMEs still face challenges, including
limited digital literacy, infrastructure gaps, and data security concerns, that hinder digital
transformation (Natalia et al, 2025). Moreover, both customer tech savviness and
collaboration with business partners contribute to marketing performance, often indirectly
through digital readiness and innovation. In contrast, digital entrepreneurial marketing
further enhances competitiveness by aligning internal capabilities and external partnerships
with sustainability and industry upgrading (Nurbasari et al., 2026).

Among the various MSME sectors in Indonesia, the food and beverage (F&B) industry
is one of the largest and most dynamic, contributing significantly to employment creation,
local economic development, and household income generation. The sector has experienced
rapid changes in consumer preferences, increasing digital adoption, and intense market
competition, particularly after the expansion of e-commerce platforms, online food delivery
services, and social media marketing channels (Earnshaw, 2023). F&B MSMEs are highly
dependent on customer interactions, digital engagement, and collaborative relationships
with suppliers, distributors, and digital platform providers. Consequently, the sector
provides an appropriate context for examining how customer tech savviness and business
partner collaboration contribute to marketing performance through business model
innovation. Furthermore, the F&B industry faces continuous pressure to innovate products,
services, and business processes in response to evolving consumer expectations and
technological advancements, making it an ideal setting for investigating the proposed
research model (Adistia & Sanaji, 2022; Gao et al,, 2023).

Based on the identified theoretical and empirical gaps, this study aims to examine the
influence of customer tech savviness and business partner collaboration on marketing
performance among Indonesian food and beverage MSMEs. In addition, this study
investigates the role of business model innovation as a mediating mechanism that translates
customer technological readiness and collaborative relationships into superior marketing
outcomes. By focusing on the food and beverage sector, this research contributes to the
dynamic capability theory literature and provides practical insights into how MSMEs can
leverage digital customer capabilities and strategic partnerships to strengthen
competitiveness and marketing performance in the digital era.

2. Literature Review and Hypothesis Development
2.1. Literature Review
2.1.1. Dynamic Capability Theory
Dynamic capabilities are the capacity of MSMEs to integrate, develop, and
reconfigure internal and external competencies in responding to rapid
environmental changes. Strengthening this capability, especially when combined
with technological competence, has been shown to improve performance among
MSMEs by enhancing adaptability to market trends, customer needs, and competitive
dynamics, thereby opening new business opportunities (Guzairy et al., 2024). In this
regard, the dynamic capability theory (DCT) by Teece (2018) emphasizes the
importance of strategic flexibility and sustainable adaptation as key sources of
competitive advantage, complementing the resource-based view (RBV) by Barney
(1991) approach, which focuses more on characteristics valuable, scarce, difficult to
replicate, and irreplaceable resources, but tends to be static (Sun et al., 2024).
Furthermore, dynamic capabilities are crucial for MSMEs, particularly in
adapting, integrating, and reconfiguring resources to navigate uncertainty and
environmental changes (Sharabati et al, 2024). The research aims to develop
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concrete indicators for measuring dynamic capabilities, focusing on their
organizational realities and operational contexts, thereby facilitating effective
responses to market opportunities and enhancing competitive advantages (Maycotte
et al,, 2025). In a digital context characterized by technological disruption and shifts
in consumer behavior, MSMEs need to develop capabilities such as readiness for
digital technology, adoption of digital financial services, and strengthened
organizational capabilities.

The resilience of MSMEs depends not only on technology, but also on the
ability to align internal resources with an enabling institutional and policy
environment, creating a sustainable adaptive process (Pandey, 2026). In addition,
strengthening dynamic capabilities in MSMEs can be supported through strategic
partnerships and the use of technology to analyze customer behavior. By leveraging
customer data, MSMEs can personalize services, enhance transparency, and integrate
communication channels. This customer-centered approach facilitates effective
adjustments to business strategies and fosters closer interactions with customers via
digital platforms. Ultimately, these practices contribute to improved performance
and competitiveness, enabling MSMEs to adapt swiftly to changing market demands
and customer expectations in the digital era (Li et al,, 2025).

The study shows that external drivers, such as customers' technological
sophistication and collaboration with business partners, indirectly influence
organizational adaptation in MSMEs. Their impact on marketing performance
depends on MSMESs' ability to leverage these external inputs through business model
innovation, a dynamic capability considered advanced. This integration of external
factors with internal capabilities is crucial for enhancing overall marketing
performance, particularly in navigating the complexities of a rapidly changing
business environment (Dwivedi & Pawsey, 2023). Therefore, DCT by Teece (2018)
provides a solid theoretical foundation for explaining how MSMEs can transform
digital readiness and collaborative advantage into improved marketing performance
through a continuous process of adaptation and innovation.

2.1.2. Marketing Performance

Concept marketing performance refers to the capacity of MSMEs to formulate,
execute, and assess marketing strategies to achieve predetermined organizational
objectives. An effective marketing strategy positively impacts market performance.
However, its management is a challenge in itself because it requires proper
formulation, implementation, and evaluation, and it involves various functions across
the organization, not only the marketing department (Agyemang, 2016).
Furthermore, greater alignment between marketing practices and business strategy
leads to improved firm performance, including increased market share, sales, and
profitability.

Specifically, product or service quality is identified as the marketing practice
most strongly associated with performance. Additionally, the return on sales and
return on advertising metrics are highlighted as significant performance indicators,
supporting the notion that effective marketing strategies enhance overall business
outcomes in MSMEs (Gao et al,, 2023). In the digital landscape, MSMEs can improve
marketing performance by using community-based digital strategies. Active
interaction and personalized content presentation can encourage customer
engagement, trust, and loyalty. The shift from a transactional marketing approach to
engagement-focused communication via social media and interactive platforms
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enables MSMEs to build more meaningful customer relationships, thereby supporting
long-term marketing success (Diana & Haldy, 2026).

From a dynamic capabilities perspective, marketing performance is strongly
influenced by MSMEs' ability to adapt their marketing functions sustainably in
changing environments. This adaptive capability enables cross-functional integration
of knowledge and processes, supporting the creation and delivery of superior
customer value. Dynamic marketing capabilities, through increased responsiveness
and knowledge integration, contribute significantly to business sustainability and
competitive advantage (Supriyanto et al., 2024). Correspondingly, entrepreneurial
orientation plays an increasing role in the effectiveness of digital marketing, with
agile marketing capabilities as a mediator that strengthens these relationships. It
confirmed that flexibility and responsiveness are key factors in improving the
marketing performance of MSMEs in a dynamic business environment (Ilyas et al,,
2025).

2.1.3. Business Model Innovation

Business model innovation is a strategic approach that enables MSMEs to
create, deliver, and capture value in response to technological changes, market
dynamics, and evolving customer preferences. Internal factors such as organizational
innovation culture and entrepreneurial orientation, along with external pressures
including competition and digital transformation, encourage MSMEs to develop new
revenue sources, improve customer relationships, and strengthen competitive
differentiation (Kwak et al., 2025; Salsabila et al., 2025). For MSMESs, business model
innovation is particularly important in overcoming resource limitations, enhancing
resilience, and achieving sustainable growth in uncertain business environments
(Mashingaidze, 2025). In addition, dynamic capabilities strengthen the relationship
between business model innovation and organizational performance, as innovation
not only supports strategic adaptability but also improves operational efficiency,
customer experience, and long-term competitive advantage (Tavassoli & Bengtsson,
2018).

2.1.4. Customer Tech Savviness

Consumer behavior in the digital era is strongly influenced by customer tech
savviness, as technologically skilled consumers are more adaptable to digital
environments and more active in engaging with online content and digital
transactions (Gupta, 2021). In the context of MSMEs, customer tech savviness
becomes an important external factor that encourages the adoption of e-commerce
and the effective use of digital platforms, ultimately helping businesses expand
market reach and improve marketing performance (Salah & Ayyash, 2024).
Furthermore, digitally literate customers are generally more responsive to
personalized digital marketing strategies and targeted communication, which
increases online engagement, brand visibility, and purchase intention (Deviroshini et
al,, 2025). Therefore, customer tech savviness can be considered a strategic driver
that significantly enhances the effectiveness of digital marketing and overall
marketing performance in the digital era.

2.1.5. Business Partners
Collaboration and strategic partnerships are important factors for MSMEs in
improving competitiveness and business sustainability. Through partnerships,
MSMEs can leverage shared strengths, access broader resources, and gain
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complementary capabilities to support business development and innovation.
Collaboration also facilitates knowledge exchange, risk sharing, and shared value
creation, enabling MSMEs to adapt more effectively to globalization and rapid
technological change (Selvakumar et al,, 2025). Furthermore, partnerships built on
trust and relational contracts strengthen strategic alliances and encourage
transparent cooperation among MSMEs. These collaborative relationships improve
innovation, business performance, and adaptability in competitive digital
environments, ultimately supporting sustainable growth and stronger market
positioning (Seepana et al., 2022).

2.2. Hypothesis Development
2.2.1. The Effect of Customer Tech Savviness on Marketing Performance

Customer tech savviness positively influences marketing performance and e-
commerce adoption in MSMEs by enabling more effective interaction with digital
platforms, improving responses to online marketing, and facilitating smoother
communication with customers (Kurniawan & Prihandono, 2025). Higher levels of
digital literacy also encourage greater online shopping engagement and support the
development of digital commerce ecosystems (Mahmood et al., 2022). Furthermore,
the use of advanced digital marketing technologies, such as Al-based analytics and
social media automation, improves customer engagement, operational efficiency, and
sales growth, although challenges related to digital infrastructure and literacy still
need to be addressed (Novitasari et al., 2025).

From the perspective of Teece's (2018) DCT, customer technological
sophistication serves as a strategic driver that encourages MSMEs to sense market
changes, seize digital opportunities, and reconfigure marketing resources effectively
(Raz & Zbaracki, 2014). By adapting marketing strategies to increasingly digital
customer needs, MSMEs can strengthen customer acquisition, engagement, and
loyalty, ultimately improving overall marketing performance (Alves et al., 2025). Hj:
Customer Tech Savviness Has a Positive Effect on Marketing Performance.

2.2.2. The Effect of Business Partners on Marketing Performance

Strategic partnerships play an important role in improving MSME
performance by encouraging mutual learning, resource sharing, risk reduction, and
innovation development. Through collaboration, MSMEs can better adapt to market
dynamics, strengthen competitive positions, and gain access to important resources
such as financial services, market information, and distribution networks (Aulia et al.,
2023). Effective partnerships are built on trust, transparency, shared objectives, and
fair risk allocation, which help maintain sustainable relationships and improve
organizational adaptability in complex business environments (Els et al., 2020).
Empirical evidence also shows that vertical and institutional collaborations positively
influence innovation capability and business performance, while strong supplier
relationships contribute to customer satisfaction, brand consistency, and innovation
through shared value creation and knowledge (Xie et al., 2023; Zhang & Qi, 2023).

From the perspective of Teece's (2018) DCT, collaboration with business
partners enhances MSMEs’ ability to integrate resources and develop marketing
innovation strategies. Partnerships provide MSMEs with access to market
knowledge, promotional support, and distribution channels, thereby improving the
effectiveness of marketing implementation and accelerating time-to-market (Muna et
al, 2024). Therefore, strong business partnerships significantly improve marketing
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performance and overall business outcomes. Hz: Business Partners Have a Positive
Effect on Marketing Performance

2.2.3. Effect of Customer Tech Savviness on Business Model Innovation

Customer tech savviness refers to consumers’ readiness, confidence, and
ability to use digital technologies and online platforms effectively (Blut & Wang,
2020). Customers with high technological competence tend to adapt more easily to
digital environments, engage more actively in online interactions, and increase their
involvement with MSMEs, encouraging businesses to innovate and adjust their
business models in response to technological and market changes (Vaska et al,
2021). Business model innovation enables MSMEs to continuously refine value
creation, delivery, and capture processes, helping them overcome resource
limitations, create differentiation, and strengthen customer loyalty through digital
technology (Bachmann & Jodlbauer, 2023; Liu, 2025).

Furthermore, successful digital transformation in MSMEs depends on aligning
organizational readiness with customer digital readiness (Holopainen et al., 2022).
Changes in increasingly digital consumer behavior encourage MSMEs to improve
online interaction systems, optimize e-commerce utilization, and adapt marketing
strategies based on customer preferences and digital behavior patterns (Kalava,
2024; Salah & Ayyash, 2024; Nitinkrishna, 2025). From the perspective of DCT by
Teece (2018), customer technological sophistication acts as an external signal that
drives MSMEs to reconfigure resources, integrate digital channels, and develop
innovative value propositions and revenue models in order to remain competitive in
dynamic digital markets (Bari et al., 2022). H3: Customer Tech Savviness Has a
Positive Effect on Business Model Innovation

2.2.4. Positive Effect of Business Partners on Business Model Innovation

Partnerships between MSMEs and startups facilitate knowledge transfer,
resource integration, and value co-creation, which strengthen competitiveness and
support sustainable growth (Nurcholidah et al, 2024). Through collaboration,
MSMEs gain access to advanced technologies, market insights, broader distribution
networks, and complementary resources that help overcome limitations in capital
and market access. In this context, business model innovation becomes an important
mechanism that enables MSMEs to create, deliver, and capture value in response to
technological change, digital transformation, and evolving customer needs (Rudny,
2016; Clauss, 2023). The integration of internal and external resources through
collaborative networks also supports information exchange, capability development,
and sustainable value creation, ultimately improving competitive advantage (Faiz et
al.,, 2026).

Furthermore, strategic collaboration through research, development, and
shared governance accelerates innovation and enhances organizational adaptability
(Subrahmanyam, 2025). Shared value creation within partnership networks has also
been shown to strengthen business model innovation, resilience, and sustainability
among MSMEs facing dynamic market environments (Annapoorna et al., 2025). From
the perspective of DCT by Teece (2018), collaboration with business partners acts as
a critical external resource that helps MSMEs identify opportunities, integrate
knowledge and technologies, and reconfigure operational processes and value
propositions (Jasim, 2025). Hs: Business Partners Have a Positive Effect on
Business Model Innovation
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2.2.5. The Effect of Business Model Innovation on Marketing Performance

Business model innovation is an important strategy for MSMEs to create,
deliver, and capture value in response to technological developments and changing
consumer expectations (Selvakumar et al, 2025). Through business model
innovation, MSMEs can develop new revenue streams, strengthen customer
relationships, improve operational efficiency, and create competitive differentiation
(Bachmann & Jodlbauer, 2023). Innovative approaches in value creation and market
development also help MSMEs overcome resource limitations while enhancing
competitiveness and long-term sustainability (Ghajiga et al., 2023). In the context of
digital markets, marketing performance depends on MSMEs’ ability to deliver
superior customer value and adapt marketing strategies to evolving consumer
preferences (Amelia et al.,, 2025).

Previous studies have shown that business model innovation positively
influences MSME performance and competitiveness, particularly through
improvements in value propositions, value creation, and value delivery systems
(Zang et al., 2024). Dynamic capabilities further strengthen this relationship, with
business model innovation acting as a mechanism that enhances competitive
advantage and organizational performance (Putra et al, 2025). MSMEs that
continuously adapt and innovate their business models are more capable of
responding to market changes, improving profitability, and achieving better
marketing outcomes (Djuraeva, 2021). From the perspective of DCT by Teece (2018),
business model innovation reflects the ability of MSMEs to identify opportunities,
reconfigure resources, and adapt strategically, ultimately improving marketing
effectiveness and overall business performance (Phong & Tam, 2024). Hs: Business
Model Innovation Has a Positive Effect on Marketing Performance

2.2.6. The Mediation Role of Business Model Innovation Exerts a Positive Effect of

Customer Tech Savviness on Marketing Performance

Customer technology savviness has a positive and significant influence on e-
commerce adoption and marketing performance among MSMEs, as technologically
skilled customers are more responsive to digital marketing strategies, social media
engagement, and personalized content (Albashori et al, 2025; Kurniawan &
Prihandono, 2025). However, the effect of customer technological sophistication on
marketing performance is not entirely direct, as MSMEs must strategically adapt
their value propositions and operational systems to meet changing customer
expectations. In this context, business model innovation becomes an important
mechanism that enables MSMEs to create, deliver, and capture value through digital
technologies and innovative business strategies (Yerizal & Septaria, 2025). Business
model innovation also strengthens resilience, competitiveness, and long-term
growth, especially under conditions of crisis and resource (Huang & Ichikohji, 2024).

From the perspective of DCT by Teece (2018), MSMEs achieve superior
performance by identifying environmental changes, seizing opportunities, and
reconfiguring resources effectively (Gubler et al,, 2018). Business model innovation
reflects these dynamic capabilities by enabling MSMEs to adapt to technological
developments and evolving customer needs continuously. Therefore, the influence of
customer technology savviness on marketing performance occurs through the
mediating role of business model innovation, which helps MSMEs improve value
delivery systems and revenue generation mechanisms more effectively (Indrayani &
Arman, 2025). He: The Positive Effect of Customer Tech Savviness on Marketing
Performance through Business Model Innovation
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2.2.7. The Mediation Role of Business Model Innovation Exerts Positive Effect of
Business Partner on Marketing Performance

Business partner collaboration enables MSMEs to improve knowledge
sharing, resource integration, innovation, and adaptability through cooperation with
governments, research institutions, and other organizations (Mulyana & Wasitowati,
2021; Mariani et al, 2022; Mutambik, 2024). Through collaborative networks,
MSMEs gain access to new technologies, skills, and market knowledge that support
the redesign of value propositions and strengthen competitiveness. In this context,
business model innovation becomes an important mechanism that helps MSMEs to
create, deliver, and capture value in response to technological change and
competitive pressures (Kumar, 2025). As a continuous adaptive process, business
model innovation also supports resilience, long-term growth, and the ability to
overcome resource limitations and environmental uncertainty (Huang & Ichikohji,
2024).

Previous studies have shown that business model innovation positively
affects organizational performance and competitiveness, especially in the digital
economy, and serves as a mediating mechanism that transforms collaborative
resources into measurable business outcomes (Pucihar et al.,, 2019; Lu et al,, 2025).
From the perspective of DCT by Teece (2018), organizations improve performance
by integrating and reconfiguring internal and external resources to respond to
environmental changes (Putri et al, 2025). Therefore, collaboration with business
partners indirectly enhances marketing performance through business model
innovation, which converts shared knowledge and collaborative resources into
stronger value propositions and marketing effectiveness (Sitaniapessy & Huwae,
2023). H7: The Positive Effect of Business Partner on Marketing Performance
through Business Model Innovation.

Based on the hypothesis above, the conceptual framework is illustrated in Figure
1 below. The illustration delineates a theoretical framework that amalgamates the
primary variables examined in this research. Customer tech savviness and business
partners are delineated as independent variables that influence business model
innovation and directly impact the marketing performance of MSMEs.

Customer Tech
Savviness
Business Model W Hs (+) Marketing
Innovation J Performance
Business
Partner

Hz (+)

Figure 1. Conceptual Framework

Furthermore, business model innovation serves as a mediating variable,
amplifying the correlation between the independent variables and marketing
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performance. A sequence of hypotheses has been formulated to elucidate the direct and
indirect associations among these variables. Cumulatively, the model underscores the
pivotal role of business model innovation in augmenting the marketing performance of
MSMEs.

3. Research Methods

3.1. Population and Sampling Method

This study focused on MSMEs operating in Indonesia's food and beverage sector.
Based on data from the Indonesian Ministry of Cooperatives and MSMEs in 2023, around
66 million MSMEs operate nationwide, with most engaged in the food and beverage
industry. A purposive sampling method was applied using several criteria: MSMEs
operating in the food and beverage sector, utilizing e-commerce platforms, involving
owners or managers with strategic decision-making authority, and having operated for at
least one year. The minimum operational period was required to ensure respondents
possessed sufficient business experience and measurable performance outcomes. In
accordance with Hair and Alamer (2022) regarding the minimum number of
respondents, this study utilized 250 questionnaires distributed to respondents, resulting
in 187 valid responses and a response rate of 74.8%, which exceeds the acceptable
threshold for quantitative survey research (Salah & Ayyash, 2024).

3.2. Data Collecting Method

The primary repository of information used for the research was a structured
questionnaire administered to MSME owners and managers who met the specified
sample criteria. Respondents are guaranteed that the data provided will be used only for
academic research and that participation will be voluntary. Participants were selected
from different regions and business sizes within the food and beverage MSME industry to
reduce selection bias. In addition, screening questions were used only for participants
who met the study's eligibility criteria.

Instruments validated in prior studies were modified to measure all concepts in
this study. The Likert scale has five points, with "very low" (1) and "very high" (5) as
extremes. Moreover, Salah and Ayyash (2024) discuss five item of customer tech
savviness such as consumers' digital readiness, online interaction skills, access to digital
information, confidence in using digital technologies, and measure customer tech
savviness. The five items used to assess business partners were modified from Salah and
Ayyash (2024) to represent aspects of strategic cooperation, information sharing, digital
coordination, mutual trust and partner support. Five indicators, modified from Saqib et
al. (2025) were used to evaluate business model innovation, including value creation,
value delivery innovation, the development of new revenue streams, innovative
transactions, and process innovation. Five items taken from Mohammad and
Wasiuzzaman (2021) and Salah and Ayyash (2024) were used to measure marketing
performance. These items reflect results such as revenue growth, market expansion,
profitability, customer engagement and customer retention.

3.3. Data Analysis Method

Data analysis was conducted using Smart PLS with a two-stage partial least
squares structural equation modeling (PLS-SEM) approach, following the guidelines of
Hair et al. (2021). The analysis began with evaluating the measurement model through
indicator reliability, internal consistency reliability, convergent validity, and discriminant
validity. Indicator validity was assessed using outer loading values above 0.60, while
Cronbach’s alpha and composite reliability values above 0.70 indicated acceptable
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reliability. Convergent validity was confirmed through AVE values above 0.50. After the
measurement model met all required criteria, the structural model was analyzed to test
the hypotheses using path coefficients, t-statistics, and p-values from bootstrapping with
5.000 subsamples. Hypotheses were considered supported when t-values exceeded 1.96
and p-values were below 0.05, while mediation effects were examined through indirect
effect testing using the same bootstrapping procedure (Hair et al., 2021).

4. Results and Discussion
4.1. Characteristics of Respondents

The demographic characteristics of the 187 MSME owners and managers in the
Indonesian food and beverage industry are briefly presented in Table 1. The fact that
72.73% of respondents were female shows that play an important role in the
administration of food and beverage MSMEs in this environment. The majority of
respondents (50.27%) were between 25 and 30 years old, indicating that the sample was
primarily composed of young business owners, who were often more receptive to digital
change. In terms of educational attainment, the majority of respondents had completed
high school (59.89%), followed by those with undergraduate education (26.73%). This
distribution shows that respondents have sufficient education to understand business
innovation and digital adoption practices.

Table 1. Respondents Profile

Characteristic Description Frequency Percentage
Gender Male 51 27.27
Female 136 72.73
Age 25-30 Years Old 94 50.27
31-35 Years O0ld 33 17.65
36-40 Years 0ld 24 12.83
41-45 Years Old 23 12.30
> 45 Years Old 13 6.95
Education Junior High School 7 3.74
Senior High School 112 59.89
Diploma 5 2.67
Bachelor Degree 50 26.74
Master Degree 12 6.43
Doctoral Degree 1 0.53

4.2. Validity and Reliability Test

Table 2 shows that all constructs meet the necessary validity and reliability
standards and are suitable for further investigation within structural models. The
Cronbach's alpha for the customer tech savviness construct was 0.867, the composite
reliability was 0.904, and the AVE was 0.654. All indicators exhibited loadings exceeding
the 0.70 threshold, thereby demonstrating adequate convergent validity and high
internal consistency. In a similar vein, the business partner model exhibited satisfactory
validity and reliability, with a Cronbach's alpha measurement of 0.873, a composite
reliability of 0.907, and an AVE of 0.663. With a Cronbach's alpha of 0.934, a composite
reliability of 0.951, and an AVE of 0.795, the business model innovation construct
exhibits strong measurement characteristics. Constructs are measured consistently and
accurately, as evidenced by high, substantial loadings across indicators. Finally, the
marketing performance construct showed the best measurement quality, as evidenced
by a Cronbach's alpha of 0.947, a composite reliability of 0.961, and an AVE of 0.829.
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Table 2. Convergent Validity and Construct Reliability

Variable Outer Composite Cronbach’s AVE
Loading Reliability Alpha

Customer Tech Savviness (CTS) 0.904 0.867 0.654
CTS.1 0.842
CTS.2 0.839
CTS.3 0.836
CTS.4 0.798
CTS.5 0.722

Business Partner (BP) 0.907 0.873 0.663
BP.1 0.794
BP.2 0.825
BP.3 0.869
BP.4 0.695
BP.5 0.876

Business Model Innovation (BMI) 0.951 0.934 0.795
BMI.1 0.969
BMI.2 0.956
BMI.3 0.864
BMI.4 0.862
BMI.5 0.797

Marketing Performance (MP) 0.961 0.947 0.829
MP.1 0.971
MP.2 0.958
MP.3 0.947
MP.4 0.864
MP.5 0.801

The results of the validity and reliability evaluation indicated that each latent
variable in the model met the criteria established by PLS-SEM. Figure 2 shows that all
indicators have very strong loadings, ranging from 0.722 to 0.971.

BMI.1 BMI.2 BMI.3 BMI.4 BMI.5

o

0969 0956 0864 0862 .97

Business

Model
£0.798 Innovation
cTS.4 0.868
A Customer
CTS.5 Tech 0.199 0.139 MP.1
Savviness 4=
0.971 MP.2
0.9587"
:0.947 > MP.3
BP.1 ~.0.864_,
0.801 MP.4
-0.002 4
BP.2 Marketing —A
Performance MP.5

BP.3

BP.4

Business
Partner

BP.5

Figure 2. Measurement Model
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4.3. Hypothesis Test

The findings show that customer tech savviness has a positive effect on
marketing performance (T Statistics = 2.679; P Value = 0.008) and business model
innovation (T Statistics = 16.608; P Value = 0.000). Business partner also significantly
influences business model innovation (T Statistics = 4.249; P Value = 0.000), although it
does not directly affect marketing performance (T Statistics = 0.151; P Value = 0.880).
Furthermore, business model innovation significantly improves marketing performance
(T Statistics = 17.521; P Value = 0.000) and mediates the relationship between customer
tech savviness, business partner, and marketing performance, indicating that business
transformation and innovation are essential for achieving stronger marketing outcomes.
Table 3 shows the path analysis results.

Table 3. Path Analysis

. . Original Sample Standard T P

Path Coefficient Sample Mean Deviation Statistics Value
Customer Tech Savviness — Marketing 0.139 0.0135 0.053 2679 0.008
Performance
Business Partner - Marketing 0002 -0.004 0012 0151 0880
Performance
Customer Tech Savviness = Business 0781  0.784 0.045 16.608  0.000
Model Innovation
Busmes§ Partner — Business Model 0.199 0.196 0.048 4.249 0.000
Innovation
Business Model Innovation - 0868  0.873 0.051 17521  0.000
Marketing Performance
Customer Tech Savviness — Business
Model Innovation — Marketing 0.678 0.684 0.058 11.926 0.000
Performance
Business Partner — Business Model 0.172 0171 0.042 4121 0.000

Innovation —» Marketing Performance

4.4. Discussion
4.4.1. Customer Tech Savviness Influences Marketing Performance

The second hypothesis, which posits that customers' technological savviness
has a beneficial and substantial influence on marketing effectiveness, has been
confirmed. Consumers with higher digital literacy tend to be more receptive to digital
campaigns and online engagement initiatives. This research shows that higher digital
literacy directly improves marketing outcomes. Companies can communicate more
effectively and send more targeted marketing messages because familiar with digital
platforms. As a result, businesses can increase engagement, expand their market
reach, and increase the overall efficacy of their marketing strategies. Prior studies
have demonstrated that the digital preparedness of consumers enhances the efficacy
of marketing strategies and amplifies online engagement (Kumar et al., 2016).

Based on DCT by Teece (2018), companies that can understand and respond
to customers’ digital capabilities will find it easier to improve Marketing
Performance. Customer tech savviness influences marketing performance because
customers with high technological capabilities tend to be more active on digital
platforms, quicker to receive marketing information, and more responsive to online
marketing strategies. This condition helps companies improve marketing
effectiveness, customer engagement, and market expansion. Recent studies also
explain that customers' digital and dynamic capabilities can enhance a company's
marketing performance through the adaptation of digital marketing strategies and
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business transformation. Prior scholarly investigations have underscored that inter-
organizational collaboration fosters the advancement of business models and
strengthens firms' capacity for innovation, and these findings corroborate this
assertion (Kraus et al.,, 2020; Bashir et al., 2020; Andreini et al., 2022).

4.4.2. Business Partners Influence Marketing Performance

Based on Teece's (2018) DCT, collaboration with business partners does not
automatically improve marketing performance. This finding indicates that
partnerships alone are insufficient to guarantee better marketing outcomes. In other
words, simply establishing external collaboration cannot directly enhance marketing
performance unless the resources and knowledge gained from partnerships are
transformed into internal strategic initiatives and innovation processes within the
organization. Companies must possess dynamic capabilities to effectively integrate,
reconfigure, and utilize external resources to achieve superior marketing outcomes.

Zhang and Zhang (2024) explained that external collaboration does not
directly influence firm performance unless supported by innovation capability and
organizational adaptability. Similarly, Ferreira et al. (2024) found that strategic
alliances contribute indirectly to marketing and organizational performance through
internal capability development and business innovation processes. Previous
research has emphasized that partnership gains are often indirect and depend on the
capacity of firms to build and leverage internal resources (Teece, 2018; Kraus et al,,
2020). Therefore, the impact of business partners on marketing performance is
typically indirect and depends on the firm’s ability to leverage internal resources and
innovation capabilities.

4.4.3. Customer Tech Savviness Influences Business Model Innovation

According to the DCT by Teece (2018), companies must be able to conduct
sensing, seizing, and reconfiguring in response to technological changes and
customer needs to remain competitive. Customer tech savviness influences business
model innovation, as customers with high digital capabilities encourage companies to
continuously adapt their business models, distribution systems, and value-creation
processes to keep pace with technological developments and changing consumer
behavior. The higher the customers’ ability to use digital technology, the greater the
encouragement for companies to innovate their business models to remain relevant
and competitive in the digital market. In addition, customers who actively use digital
platforms help companies accelerate digital transformation processes and develop
more adaptive business models (Lee et al, 2019). Previous research shows that
digitally skilled consumers can accelerate business model innovation and support
companies’ digital transformation processes, supporting this conclusion (Kumar et
al,, 2016; Salah & Ayyash, 2024; Liu, 2025).

4.4.4. Business Partners influence Business Model Innovation

Based on DCT by Teece (2018), collaboration with external partners is an
important organizational capability for driving innovation and maintaining
competitive advantage. Business partners influence business model innovation by
encouraging companies to continuously improve and optimize their business models
through collaboration that provides access to knowledge, technology, and strategic
resources. Through strategic alliances, firms can gain market intelligence and
technological capabilities that support innovation and help them respond more
effectively to changing customer demands and dynamic market conditions. Previous
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research has emphasized that partnership gains are often indirect and depend on the
capacity of firms to build and leverage internal resources (Teece, 2018; Kraus et al,,
2020).

Recent studies also support these findings. Jie et al. (2025) explained that
digital capability and dynamic capability significantly encourage business model
innovation through organizational adaptability and resource reconfiguration. In
addition, research by Nuseir et al. (2024) stated that collaboration within digital
business ecosystems strengthens firms’ innovation capabilities and accelerates
innovation processes through learning and external resource integration. These
findings indicate that partnerships and external collaboration are important drivers
of business model innovation and of maintaining competitiveness in dynamic
business environments.

4.4.5. Business Model Innovation Influences Marketing Performance

Empirical evidence indicates that business model innovation positively and
significantly influences marketing performance. These results substantiate the
critical function of business model innovation in enhancing marketing outcomes. By
continuously modifying the value-creation and delivery process, businesses will be
better able to attract clients, increase engagement, and strengthen their competitive
advantage. Companies can react more effectively to market shifts and change
consumer demand by modifying their business strategy over time. These results
support previous research showing that business model innovation plays an
important role in improving marketing effectiveness and company performance
(Bashir et al., 2020; Andreini et al., 2022).

Liu (2025) explained that business model innovation enhances organizational
competitiveness and performance through improved strategic adaptability and
customer value creation. Furthermore, Lin et al. (2025) found that firms
implementing innovative business models achieve better marketing and
organizational performance because more responsive to digital transformation and
market dynamics. These findings confirm that business model innovation is a crucial
strategic mechanism for improving marketing performance and sustaining long-term
business success.

4.4.6. Customer Tech Savviness Influences Marketing Performance through
Business Model Innovation

The findings support the sixth hypothesis, showing that business model
innovation mediates the relationship between customer tech savviness and
marketing performance. As customers become more technologically capable, firms
are encouraged to innovate and adapt their business models, thereby improving
marketing performance. This indicates that organizations capable of transforming
customers' digital competencies into innovative value-creation and delivery
strategies achieve better marketing outcomes. Thus, business model innovation plays
an important role in converting customer technological capability into marketing
effectiveness.

From the perspective of the DCT proposed by Teece (2018), changes in
customer technology trends encourage firms to continuously realign resources and
innovate business models to maintain competitiveness and improve performance.
This correlation is further substantiated by empirical findings, which indicate that an
elevated level of customer digital preparedness significantly enhances organizational
performance, predominantly via innovation and digital transformation initiatives
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(Kumar et al.,, 2016; Salah & Ayyash, 2024; Lin et al., 2025). Consequently, business
model innovation is a critical intermediary linking customers' technological
proficiency to marketing outcomes.

4.4.7. Business Partners Influence Marketing Performance through Business Model
Innovation

The findings of this study support the seventh hypothesis, showing that
collaboration with business partners significantly influences marketing performance
through business model innovation. Although partnerships may not directly improve
marketing outcomes, their impact becomes meaningful when companies transform
and innovate their business models. In other words, external collaboration
encourages firms to redesign and strengthen their business strategies, leading to
better marketing performance. These results are consistent with Teece's (2018) DCT,
which emphasizes that external collaboration enhances a company’s ability to
reconfigure its resources and capabilities.

However, improved performance generally emerges only after collaborative
efforts are integrated into business model transformation. Previous studies also
confirmed that inter-organizational collaboration positively affects business
performance through innovation strategies and organizational transformation
(Kraus et al., 2020; Bashir et al., 2020; Andreini et al.,, 2022). Therefore, business
model innovation acts as a key mediating mechanism linking partner collaboration to
marketing performance outcomes. Unlike previous studies that mainly focused on
organizational culture or leadership as drivers of innovation, this study specifically
explains how collaboration and innovation jointly contribute to stronger marketing
performance and overall business success (Aristayudha et al., 2024).

5. Conclusion

This analysis shows that the effectiveness of marketing in digital-era MSMEs is
influenced not only by external pressures but also by the organization’s ability to transform
these pressures into business model innovation. The findings highlight that customer
engagement and technological capability become strategic drivers of marketing performance
when supported by adaptive business model innovation. These results reinforce DCT, which
holds that sensing and collaboration must translate into transformation to achieve superior
performance.

Theoretically, this study extends DCT by proving that business model innovation
functions as a strategic link between environmental stimuli and MSME marketing
performance. Empirically, customer tech savviness and collaboration with business partners
have been shown to significantly boost a company’s business model innovation. In practice,
the findings suggest that MSMEs should not rely solely on collaboration or on digitally
literate customers. However, MSMEs should also focus on redesigning revenue models, value
propositions, and digital engagement systems. For educators and policymakers, the study
emphasizes the importance of strengthening capabilities in digital transformation and
business model redesign to improve MSME competitiveness and sustainability. Despite its
contributions, this study has several limitations, including a limited geographical scope, a
cross-sectional design, and a focus on only a few variables. Therefore, future research is
encouraged to use longitudinal approaches, include additional strategic variables, and
conduct comparative studies across industries or countries to strengthen the validity of the
findings.
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