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Abstract

MSMEs contribute 61.9% to the total gross domestic product (GDP) and absorb around 97% of the
local workforce. The substantial contribution of MSMEs to Indonesia is an obligation to help maintain
business continuity as a national issue. The Covid-19 pandemic has had a very significant impact on
the economy in Indonesia and globally, resulting in a decrease in income, changes in consumption
patterns, and a reduction in people's purchasing power. This situation prompts MSMESs to respond to
changes and overcome crises by understanding the factors that influence survival. One such category
of MSMEs that must adopt a survival model is fashion MSMESs. Unfortunately, previous research lacks
a model concerning the survival of fashion MSMESs. This serves as the primary motivation for developing
models from MSMEs in the fashion sector post the Covid-19 pandemic. This research utilizes
guantitative methods and employs non-probability sampling through category purposive sampling for
data collection. Data were gathered from 170 MSMEs in the fashion industry in Indonesia through a
guestionnaire containing 41 indicators used to measure eleven research variables. Data processing
involved PLS-SEM with the assistance of SmartPLS 3.2.9 software. The research findings indicate that
marketing innovation, financial resources management, adequate material supply, customer
relationship management, market knowledge, innovation in digitization technology, and entrepreneurial
self-efficacy have a positive and significant effect on the resilience of MSMEs in the fashion sector in
Indonesia. However, company adaptability and flexibility do not exhibit a significant effect on the
resilience of MSMEs in the fashion sector in Indonesia after the Covid-19 pandemic. Another noteworthy
finding from this research is that the Covid-19 impact is proven to have a significant negative effect on
company performance and a significant moderating effect on the relationship between resilience and
company performance in the business MSMEs fashion sector in Indonesia. This research contributes
both conceptually and empirically to the literature on factors influencing survival (resilience) in post-
pandemic fashion MSMEs. Furthermore, the practical implications of this research involve educating
MSME players to implement appropriate strategies to survive and achieve sustainable MSMEs.

Keywords: Survival, Covid-19, Fashion MSMEs, SEM-PLS.

1. INTRODUCTION

According to data obtained from Databoks (2021), the number of MSMESs in Indonesia
is equivalent to 99.99% of the total business units in Indonesia. Operating MSMESs can
absorb up to 119.6 million people or 96.92% of Indonesia's total workforce. Then,
MSMEs contributed 60.51% to Gross Domestic Product (GDP). With this enormous
role, it is considered important for all levels of society to maintain the existence of
MSMEs. According to Law no. 20 of 2008, MSMEs in Indonesia are grouped into 3
classes, namely micro businesses, small businesses, and medium businesses. The
three classes are grouped based on business scale with criteria for assets and
turnover for each business. Micro businesses have a maximum total asset of 50 million
Rupiah with a maximum turnover of 300 million Rupiah each year. Small businesses
are those with assets in the range of 50 to 500 million Rupiah with an annual turnover
of 300 million to 2.5 billion Rupiah. Meanwhile, medium businesses are those with
assets of 500 million to 10 billion Rupiah and a turnover of 2.5 to 50 billion Rupiah
each year. One of the fields in MSMEs is the fashion industry. Fashion business
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people can be found in many places, but the object of research, in particular, is the
fashion business in Indonesia.

Indonesian fashion businesses are companies operating in the fashion sector that sell
their products in markets or roadside shops. There are many types of fashion, ranging
from clothing, accessories, makeup, and other products. Each field has different
characteristics. Therefore, the focus will be on MSMEs that sell clothing and
accessories. Then the business selected is a type of shop with micro, small, or medium
income characteristics according to the definition of MSME offline store and was
established before or during the ongoing Covid-19 pandemic or at least has been
established for at least two years. Based on data obtained from ABDSI, Ministry of
National Development Planning (2020), as many as 37% of MSMEs had no sales,
26% of MSMEs experienced a sales decrease of more than 60%, 15% had a sales
decrease of 31-60%, 14% had a sales decrease of 10-30%, only 4% of MSMEs
maintained the same sales conditions as before Covid-19, and only 4% of MSMEs
experienced an increase in sales after Covid-19 (ABDSI, Ministry of National
Development Planning, 2020).

In the second quarter of 2020, economic growth in Indonesia reached its lowest point
since the monetary crisis and was at a negative figure of -5.32%. This is due to the
impact of Covid-19, which is also a significant challenge for business people in any
industrial sector. Simultaneously with the decline in Indonesia's economic growth, the
Pasar Baru retail business also experienced a very significant decline in sales. The
management of the Pasar Baru retail business even had to temporarily close its
business from April to September 2020. The decline in revenue for Indonesian fashion
MSMEs occurred gradually in the first quarter, then did not operate in the second and
third quarters of 2020. In the fourth quarter of 2020, regulations were implemented as
a new normal for business ventures, and MSMEs in the Indonesian fashion sector
could operate again. Based on the results of a preliminary study conducted in August
2023 with 10 sources, 7 out of 10 MSMEs still cannot reach 40% revenue before the
Covid-19 pandemic. Even though the recovery target revenue set by traders is 50%.
Therefore, if this is left unchecked, there will be a possibility that the business of
MSMEs in the Indonesian fashion sector could not survive and had to go out of
business. To survive and achieve recovery targets that have not yet been achieved,
the fashion industry needs to develop a survival strategy.

Apart from that, based on direct interviews, several issues or other problems
experienced by fashion MSMEs in Indonesia were identified. Based on the results of
preliminary interviews, traders feel that there has been a change in marketing trends,
where currently marketing is very intensive via social media such as Tiktok, Instagram,
Whatsapp, and Facebook. Apart from that, there are also changes in consumer
preferences and behavior, very rapid changes in market trends and conditions in the
fashion industry, changes in global financial and economic conditions, as well as
uncertainty in the availability of raw materials after the Covid-19 pandemic. MSMEs
are also forced to meet very high customer expectations and expectations. Modern
era developments have also become an issue for fashion MSME players, where
currently all activities are carried out with the support of digital technology, thus forcing
MSME players to adopt and implement digital technology. Policy changes that can
change at any time also affect the methods of MSMEs in order to survive. MSME
owners must be able to overcome changes in business conditions they face by
developing survival strategies. Survival strategy or what is commonly known as
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survival strategy is a series of activities prepared by MSMESs to maintain the existence
of their business and be able to achieve the expected business goals or targets
(Susilo, 2003). Meanwhile, according to Febriani (2017), survival strategy is defined
as the ability of a party to apply various methods in dealing with problems. Survival
strategies can be classified into three categories, namely active strategies, passive
strategies, and network strategies (Suharto, 2009). After further literature study
regarding survival strategies, it was discovered that research related to survival
strategies was still rarely carried out.

Based on the results of the preliminary study, several models of MSME survival were
obtained. For the model from Sugianto, et al. (2023), there are 6 influencing aspects
of a resilient company: financial resources & management, resilient leadership,
innovation digitization technology, company adaptability & flexibility, risk and business
continuity management, and customer relationship management. This research also
discusses how Covid-19 impact affects relationships resilience with company
performance. In research by Najib, et al. (2021), there are four aspects reviewed,
namely marketing innovation, entrepreneurial self-efficacy, process innovation, and
government support. For the Gamage model (2020), there are 10 aspects reviewed,
namely adequate infrastructure, adequate material supply, market knowledge,
certification/standard, technical assistance, management capabilities, brand
development, distribution channels, brand name promotion, and investment abroad
which can influence the survival strategy of MSMESs. Failure to achieve recovery
targets revenue in the fourth quarter of 2020 to the third quarter of 2021 is a symptom
that MSMEs in the fashion sector have not implemented a survival strategy. Based on
the explanation previously outlined, the root of the problem can be drawn as seen in
Figure 1.

The revenue recovery target for new normal conditions
has not been achieved and if left unchecked, it could result
in Indonesian fashion MSMEs not being able to survive

v

There is no survival strategy mode that suits the
characteristics of the fashion business in Indonesia

v

Survival strategy research is still rarely conducted in
Indonesia and is very contextual

v

It is necessary to develop a survival model so that
Indonesian fashion MSMEs can continue to survive in the
post-Covid-19 pandemic era

Figure 1: Root cause problem

Based on the root cause analysis, it was found root cause in the form of the need to
develop an appropriate survival model for fashion MSMEs so that they can survive
and achieve the desired business performance after the Covid-19 pandemic, and later
it is hoped that this can reduce the possibility of the Indonesian fashion industry
experiencing bankruptcy or going out of business and increase the possibility of being
able to survive and move towards sustainability of MSMEs. Thus, research is needed
to analyze the factors that influence business resilience in context MSMESs Indonesian
fashion
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2. THEORETICAL BASED SUPPORT AND HYPOTHESES DEVELOPMENT
2.1. Hypothesis of marketing innovation and resilience

Researchers have widely confirmed the positive relationship between innovation and
business performance in MSMEs (Roach, et al., 2016; Saunila, et al. 2016; Rosli &
Sidek, 2013). In both normal and competitive situations, innovation is needed by
MSMEs to survive in the market. Especially in a pandemic situation, innovation is the
key for MSMEsS to survive in the market (Najib, et al., 2021). The Covid-19 pandemic
has forced consumers to stay at home and have high awareness about the dangers
of transmitting the coronavirus. Therefore, MSMEs must adapt to the changing
environment by offering innovation (Omar, et al., 2016).

Marketing innovation is innovation that aims to access the market correctly (Aziz &
Omar, 2013). Marketing innovation makes a positive contribution to business
sustainability because it is needed to retain existing customers and develop new
consumers Najib, et al. (2020). In their research, Najib, et al. (2021) found that
marketing innovation has a positive and significant effect on business continuity, with
measurement indicators consisting of the use of digital marketing, product and
packaging modifications, and market segment expansion. This shows that the success
of business actors in running their business depends on how well digital promotions
and segment expansion have been implemented. Therefore, the following research
hypothesis is obtained.

H1: Marketing innovation positive influence on resilience companies after the Covid-
19 pandemic.

2.2. Hypothesis of financial resources management and resilience

Financial management (financial resources management) is defined as the process
when a company plans to utilize current assets and liabilities in the best way to ensure
operational effectiveness (Wuryani, 2015). For this reason, business capital needs to
be managed well because it influences the smoothness of meeting the desired
payments and profits (Cielen et al., 2004). In their research, Abdullah, et al. (2022)
found that capital management has a positive and significant effect on liquidity and
profitability. In the observations of Ding, et al. (2021) of 6000 companies, it is known
that companies with high profitability, sufficient cash reserves and the lowest amount
of debt tend to have superior performance compared to others. A study conducted by
Sugianto, et al. (2023) uses return on investment (ROI), company profits, and market
share as an indicator of financial performance.

These financial resources are different for companies, during the crisis many
companies experienced a scarcity of financial resources. Therefore, they must be able
to manage valuable resources into competitive advantages that other companies do
not have (Ding, et al., 2021). Richey, et al (2009) added that in a crisis situation,
companies must be able to manage scarce financial resources into things that are in
line with strategic steps and drivers of company performance. In addition, related
research financial resources management who have an influence on resilience
company was also carried out by Ruel & El Baz (2020), Currie, et al. (2020), Sharma,
et al. (2022), Shen, et al. (2020), and Shahin, et al. (2022). The strength of financial
resources can have a significant impact on a company's resilience or resiliency.
Therefore, the following research hypothesis is obtained.
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H2: Financial resources management positive influence on resilience companies after
the Covid-19 pandemic.

2.3. Hypothesis of adequate material supply and resilience

Adequate material supply is defined as the company's ability to provide sufficient
materials to carry out the production process or provide good service to customers
(Gamage, 2020). An adequate supply of goods can affect a company's reputation and
enable them to survive in situations of uncertainty (Alfarisi, et al., 2019). In situations
where companies can ensure adequate supplies of materials, they tend to be better
able to face challenges and crises (Bevilacqua, et al., 2019). An adequate supply of
materials can increase a company's ability to adapt to change, maintain smooth
operations, and minimize the negative impact of supply disruptions (Rha, 2020).

Gamage's research (2020) states that an adequate supply of materials will contribute
positively to a company's level of resilience in facing various situations, including
crises. According to Gamage (2020), companies that have implemented adequate
material supply it can be seen from the indicators that the company provides sufficient
stock of goods according to customer demand, ensures quality standards for the
goods sold, and is able to manage stock availability in uncertain conditions. Therefore,
the following research hypothesis is obtained.

H3: Adequate material supply has a positive influence on resilience companies after
the Covid-19 pandemic.

2.4. Hypothesis of customer relationship management and resilience ()

Research conducted by Sugianto, et al. (2023) on 190 companies trucking in
Indonesia found that customer relationship management has a positive effect on
company resilience. Apart from that, research conducted by Soltani, et al. (2018)
record business resilience by focusing on the company's capacity to face challenges
and stress. This shows the importance of having strong customer relationships so that
it can increase company resilience. Good customer-company relationships, which can
be achieved through CRM, have positively influenced customer-company
relationships and have a positive impact on company resilience and organizational
performance (Nurhayati, et al., 2022).Relationship management theory is the basis for
the relationship between companies as business entities and the general public.
Camarata (1998) also stated that fulfilling customer expectations significantly
contributes to a company's financial and non-financial performance. Therefore,
customer relationship management becomes a very important operational and
strategic step in the contextMSMEs fashion.

In the research presented, Shang and Lu (2012) conducted research on the correlation
between customer relationships and company performance in freight forwarding
companies in Taiwan. Shang & Lu (2012) propose that attributes such as responding
to customer suggestions, complaints and needs proactively and focusing on fulfilling
customer expectations are the main indicators of forming strong customer
relationships. Meanwhile, research by Sugianto, et al (2023) suggests customer
relationships with customers can be represented by indicators in the form of activities
or businesses so that they can continue to interact and connect with customers after
the Covid-19 pandemic. Agnese's (2020) research focuses on relationship
management to retain existing customers and reach potential customers after the
Covid-19 pandemic. Therefore, the following research hypothesis is obtained.
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H4: Customer relationship management positive influence on resilience of companies
after the Covid-19 pandemic.

2.5. Hypothesis of market knowledge and resilience

Market knowledge or market knowledge is defined as a deep understanding of the
market, including trends, customer preferences, competitors, and business
opportunities so that it can help make better decisions in product development and
marketing strategies (Gamage, 2020). Research conducted by Ozkaya, et al. (2015)
focused on two dimensions of market orientation and the corresponding dimensions
of market knowledge competency, namely customer and innovation. The research
results show that companies that have good market knowledge can achieve greater
income. In her research, Atika (2023) emphasizes the importance of market
knowledge which includes changes in related industries, consumer preferences and
competitor developments. Apart from that, to get a company that has a sustainable
business (sustainable), requires the ability to make decisions based on market data
(Conz & Magnani, 2019). The better the market knowledge of business people, the
greater the chance of survival for the company they are running after the Covid-19
pandemic. Therefore, this research can formulate the following hypothesis.

H5: Market knowledge positive influence on resilience companies after the Covid-19
pandemic.

2.6. Hypothesis of innovation digitization technology and resilience

Researchers Sugianto, et al (2023), Najib, et al. (2021), and Roach, et al. (2016) have
confirmed a positive relationship between innovation and business performance for
MSMEs to survive in the market. One of the innovations needed is technological
digitalization innovation (Agnese, (2020); Sugianto, et al. (2023)). Studies
conductedPigeons & D'ltra (2023) also examines how digitalization supports business
model innovation that is a more environmentally friendly and circular economy so that
companies can survive more easily. Gouveia & Mamede's research (2022) proposes
a conceptual model for the digital transformation of retail SMEs. This research
highlights the importance of digital transformation in improving the performance and
competitiveness of retail MSMESs. In addition, Radicic & Petkovic (2023) research uses
a hybrid approach to evaluate the digital transformation maturity of small and medium-
sized manufacturing companies. Research by Agnese (2020), Sugianto, et al. (2023),
Colombi & D'ltra (2023), Gouveia & Mamede (2022), Radicic & Petkovic (2023),
Casciani, et al. (2022), and Chen, et al. (2022) highlight the important role of digital
transformation in improving performance and competitiveness and increasing the
survival of MSMEs.

Some indicators include innovation digitization technology including implementing
sustainable innovation and using digital management systems to help company
business processes (Agnese, 2020). Additionally, digital marketing and usage
platform digital for innovation growth is also an indicator of innovation digitization
technology (Sugianto, et al., 2023). Therefore, this research can formulate the
following hypothesis.

H6: Innovation digitization technology positive influence on Resilience Company after
the Covid-19 pandemic
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2.7 Hypothesis of company adaptability & flexibility and resilience

Flexibility is an important factor that is positively correlated with corporate resilience
(Liu & Lee, 2018), while adaptability is considered a contributing factor (Fiksel, 2003).
In line with this, Rice & Sheffi (2015) also stated that flexibility can increase a
company's resilience and increase the company's chances of survival. Additionally,
the correlation between adaptability & flexibility and corporate resilience during the
rapidly changing situation during the Covid-19 pandemic has been widely discussed
in the literature. During the Covid-19 pandemic, when the situation changed rapidly,
companies had to be adaptive and flexible to survive (Sugianto, et al., 2023). Dynamic
capabilities theory is very relevant to explain a company's adaptability and flexibility,
because this theory usually refers to a company's ability to change its resources and
operations to adapt to unstable conditions (Teece, et al., 1997). Therefore, this
research can formulate the following hypothesis.

H7: Company adaptability & flexibility positive influence on Resilience Company after
the Covid-19 pandemic

2.8 Hypothesis of entrepreneurial self-efficacy and resilience

Self-efficacy (self-efficacy) is defined as an individual's belief in their ability to carry out
various roles and activities (Bandura, 2012). The study conducted by Najib, et al.
(2021) shows that entrepreneurial self-efficacy has a positive and significant impact
on business continuity. The discovery of Najib, et al. (2021) this includes the ability to
develop new products and create market opportunities, as well as building an
innovative environment. Corporate leaders have a significant role in guiding the
direction of the company, especially in situations full of uncertainty (Pearson & Clair,
1998). Strong leadership (resilient leadership) and having the right leadership traits
becomes an important tool for a company's survival during difficult situations
(Engemann, 2019). The abilities needed include leaders being able to adapt and
making changes to suit disruptions, leaders being able to make quick and accurate
decisions within limitations, and leaders making efforts to carry out continuous
evaluation and improvement (Sugianto, et al., 2023). Other research by Chadwick &
Raver (2020) also found that psychological resilience, including self-efficacy, has a
significant impact on business continuity, especially for business people who are just
starting out. Thus, this research confirms the importance of self-efficacy in the context
of sustainability and business performance, and provides a foundation for further
understanding of the role of psychology in the business world. Therefore, this research
can formulate the following hypothesis.

H8: Entrepreneurial self-efficacy positive influence on resilience companies after the
Covid-19 pandemic.

2.9 Hypothesis of moderation effects Vivid-19 impact to resilience and company
performance

The impact of the COVID-19 pandemic on the global economy is enormous, but the
effects vary by country (Liu, et al., 2020). Likewise, the negative impact of the
pandemic was reported in the fashion industry sector, causing a decline in company
performance during the 2020 quarter, while companies with a decline in the value of
their own capital experienced more losses than those without (Mengyao & Shen,
2020). Correspondingly, the pandemic is also responsible for decreasing company
performance (Ding, et al., 2021). The global financial crisis of 2008 and World War II
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were two events that were difficult to predict but usually had major consequences
(Deloitte Insight, 2020). Likewise, the Covid-19 outbreak has caused significant
disruption in the global economy characterized by high uncertainty and adverse
impacts on global health (Nicola, et al., 2020). The Covid-19 pandemic has had a very
significant impact on society. Therefore, this research can formulate the following
hypothesis. ().

H9: Covid-19 impact has a moderating effect on the relationship resilience and
company performance

3. METHODOLOGY
3.1 Preliminary field study

Preliminary study data collection in this research was taken from primary population
data observed through the interview method. Interviews were conducted using the
method non-probability sampling by category convenience sampling and purposive
sampling. Samples were taken based on the level of knowledge regarding business
resilience and ease of obtaining them. This interview stage is the initial series of
research to find out the field conditions that occur in MSMEs in the fashion sector in
Indonesia and identify problems that may occur so that they can be used as an initial
basis for research.

3.2 Development of the conceptual framework

This conceptual model was developed based on previous literature and field studies
(Figure 2). The left part depicts factors that can contribute to a company's resilience.
The relationship between resilience and company performance, as well as the impact
of Covid-19 on the resilience and company performance of fashion MSMEs in
Indonesia were also investigated in this research.

Adequate Material Financial Resources Marketing Covid-19
Supply Management Innov ation Impact
(AMS) (FRM) (M) (@

Customer \HS H2 H1 HO
Relationship
Management \H
( D Company
Resilience *
(RE) Performance
(CP)

Market HS
Knowledge | —

N
(MK) / H7 HS
Innovation Company . "
Digitalization Adaptability & Entrepreneurial
| R Self-efficacy
Technology Flexibility ES h
(1) (CAF) (E5)

Figure 2: Conceptual model
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3.3. Questionnaire Development

The survey instrument was developed using a Likert scale. The Likert scale was used
in this study because it is the most practical and direct quantitative approach, allowing
participants to express their beliefs and thoughts with shorter response times and
minimal cognitive thinking (Malhotra, 2010). The 5-point Likert scale was chosen
because it was considered to reduce respondents' levels of frustration, and to increase
response rates and response quality (Babakus & Mangold, 1992). Many researchers
recommend using a five-point scale to express agreement with an opinion (Sachdev
& Verma, 2004).

3.4. Pilot Survey

A total of 31 Indonesian fashion MSMEs were involved in the pilot survey. The
convergent validity and reliability of the indicators used in the questionnaire are
checked before proceeding to a large-scale survey. Factor loadings and AVE values
are used to estimate convergent validity, while reliability is confirmed using composite
reliability values where a value of 0.7 is considered to meet the standard (Hair, et al.
2019). For the pilot survey, a minimum factor loading standard of 0.5 was used (Chin,
1998). At the pilot survey stage, the factor loading values of MK2 and ES5 were below
the desired threshold of 0.5, so all of these factors were eliminated.

3.5. Large Scale Survey

Questionnaires were distributed directly to fashion MSMEs in Indonesia. After
checking for duplicate responses and incomplete answers, we obtained 170 usable
data points. We then carried out a demographic classification of respondents and built
a measurement model and a PLS-SEM structural model.

4. RESULTS

Partial Least Squares Structural Equation Modeling (PLS-SEM) was used to analyze
the data in this research. Like Covariance-Based SEM (CB-SEM), PLS-SEM consists
of two models, namely the measurement model (which represents how the variables
being measured represent the construct) and the structural model (shows how the
constructs are related to each other). One of the advantages of PLS is that it can carry
out exploratory and confirmatory studies, according to our goals. For exploratory
research, PLS-SEM is more suitable than CB-SEM because it opens up the possibility
of developing theory in the future, while CB-SEM only focuses on theories that are
already well developed (Hair, et al., 2019).

4.1. Demographic analysis of the sample

Of the 170 respondents who participated, the majority were women (78.82%) with
ages in the range of 20-30 years (50.00%) and high school/vocational/equivalent
graduates (51.18%) and bachelor's/D1 graduates. /D2/D3/D4 (42.94%). The majority
of traders who sell directly in shops or outlets are owners (55.88%) with an average
income of more than IDR 15,000,000 (44.71%) and have a tenure of generally more
than 3 years (65.88%). In the context of company size, micro companies (number of
employees less than 5 people) are 46.47% and small companies (number of
employees 6-19 people) are 51.77%, and 1.76% include medium businesses (number
of employees 20- 99 people) with 87.06% of individual ownership, 2-3 combined
owners, and 1.76% of national brand chain ownership. As many as 18.82% of
respondents were accessories sellers and 81.18% were clothing sellers.
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Table 1. Demographic analysis

Respondent Demographics
Variable Category percentage

Gender Man 21,18%
Woman 78,82%

Age 20-30 years 50,00%
31-40 years old 16,47%

41-50 years old 22,94%

>50 years 10,59%

Income per month < Rp 3.000.000 7,65%
Rp 3.000.001 - Rp 8.000.000 32,94%

Rp 8.000.001 - Rp 15.000.000 14,71%

> Rp 15.000.000 44,71%

last education Middle School/Equivalent 1,76%
SMA/SMK/Equivalent 51,18%

S1/D1/D2/D3/D4 42,94%

S2/S3 4,12%

Position Owner 55,88%
Supervisors 44,12%

1-2 years 7,65%

2-3 years 26,47%

> 3 years 65,88%

Business Profile
Variable Category percentage

Number of employees <5 people 46,47%
5-10 people 44,71%

11-20 people 7,06%

20-100 people 1,76%

Ownership Type Own ownership 87,06%
Combined 2-3 owners 11,18%

National brand chain 1,76%

<5 years 16,47%

Business Experience 5-10 years 56,47%
11-15 years 18,24%

>15 years 8,82%
Accessories 18,82%
Everyday wear 81,18%

4.2. Validity and reliability test

The recommended factor loading of 0,709 was used to obtain a more accurate result.
As the factor loading of ES4 was below 0,709, this indicator was then further removed.
All the VIF values also stayed below ten, implying no multicollinearity.

4.3. Measurement model

Mark composite reliability all constructs are in the range between 0.812 and 0.894,
meaning they meet the standard of more than 0.7 (Hair, et al. 2019). All indicators
meet the outer loading threshold of 0.709 (Hair, et al. 2019). All AVE values meet the
standards because they are more than 0.5. Apart from that, all the values HTMT less
than 0.9, and the diagonal value to the right of the Fornell-Larcker criterion is higher
than all the values to the left. Therefore, it can be said that these indicators are reliable
and valid for explaining the construct.

1000 MAR Volume 21 Issue 03


http://www.commprac.com/

WWw.commprac.com
ISSN 1462 2815

Table 2: Measurement model

Reliabilities | Convergent Validity Discriminant Validity Test | Multicollinearity
Test Test
Construct . Factor Loadin Fornell-Lacker
?gﬂ‘a%?ﬁt';e All values > | AVE H<TO'\gT Diagonal Values > VIF
0,709 ' others on the left

AMS 0,812 Y 0,590| V Vv \Y,
CAF 0,847 Vv 0,650| V Y vV
Cl 0,814 Y 0,526 V Vv \Y,
CP 0,894 Vv 0,678 V Y vV
CRM 0,869 Y 0,571 V Vv \Y,
ES 0,818 Vv 0,602 V Y vV
FRM 0,864 Y 0,614 V vV Y,
IDT 0,880 \% 0,651| V V V
M 0,838 Y 0,568 V vV Y,
MK 0,887 V 0,726 V vV Y,
RE 0,814 Y 0,594| V vV Y,

4.4. Structural model

For structural model analysis, the R-square and f-square values will be observed. R-
square shows the strength of the relationship between the dependent and independent
variables. Values of 0.75, 0.5, and 0.25 indicate a strong, moderate, and weak
relationship (Hair, et al. 2019). The R-square value of 0.427 for CP shows that the
factors in this research can explain 42.7% of company performance. Regarding
company resilience, 65.6% can be explained by the variables proposed in this
research.

The strength of each path is measured through the f-square value, which indicates the
squared effect of the variable. Values of 0.35, 0.15, and 0.02 reflect strong, moderate,
and weak effects (Hair, et al. 2019). Covid-19 impact considered to have a moderate
effect on the dependent variable company performance. Variable Resilience is
considered to have a strong effect on the variable company performance. Adequate
material supply, customer relationship management, entrepreneurial self-efficacy,
financial resources management, innovation digitizatlization technology, marketing
innovation, and market knowledge all have a small effect on the dependent variable
resilience. Whereas Company adaptability and flexibility showed no effect.

Table 3: Structural model

Construct R-Square _ f-Square
R-Square R-Square Adjusted CP RE
AMS 0,022
CAF 0,006
Cl 0,193
CP 0,427 0,417
CRM 0,068
ES 0,056
FRM 0,068
IDT 0,046
M 0,081
MK 0,051
RE 0,656 0,638 0,349
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4.5. Hypothesis test

A significant path coefficient is indicated by the T-statistic greater than 1.96 at the 5%
significance level (Hair, et al., 2019). It was found that AMS to RE, CI to RE, CRM to
RE, ES to RE, FRM to RE, IDT to RE, MI to RE, MK to RE, RE to CP, and RE*CP ke
CP shows a T-statistic value of more than 1.96 and a p-value below 0.05. Therefore,
these findings indicate a significant path coefficient correlation between these factors.
It can be seen that resilience has the highest effect on company performance and
valuepath coefficient 0,452. The impact of the COVID-19 pandemic has a significant
negative influence on company performance, and does not act as a moderating factor
between the relationship between resilience and company performance. Therefore,
H9 is accepted.

Furthermore, resilience is significantly influenced by several factors, such as AMS, ClI,
CRM, ES, FRM, IDT, MI, and MK. The highest positive effect on RE was observed for
Ml, followed by CRM, FRM, ES, IDT, AMS, and MK. Therefore, H1, H3, H4, H5, H6,
H7, and H8 are accepted. However, there was no significant correlation between RE
and CAF because the P value was higher than the recommended alpha value of 0.5,
so H2 was rejected.

Table 4 Hypotheses testing

Corjstrugt 223:;@ Sl\a/llrg;rlle [S)Ie?/?:t?(;?\ T-statistics b~ Description
Relationships (0) (M) (STDEV) (|O/STDEV]) | values
AMS -> RE 0,160 0,153 0,080 2,005 0,046 Significant
CAF -> RE 0,069 0,068 0,068 1,019 0,309 | Not Significant
Cl->CP -0,351 -0,357 0,073 4,776 <0,001 Significant
CRM -> RE 0,233 0,238 0,074 3,150 0,002 Significant
ES -> RE 0,186 0,188 0,064 2,912 0,004 Significant
FRM -> RE 0,207 0,211 0,068 3,053 0,002 Significant
IDT -> RE 0,180 0,166 0,072 2,511 0,012 Significant
Ml -> RE 0,277 0,268 0,076 3,656 <0,001 Significant
MK -> RE 0,140 0,139 0,058 2,422 0,016 Significant
RE -> CP 0,452 0,459 0,057 7,936 <0,001 Significant
RE*CP -> CP -0,169 -0,154 0,082 2,057 0,040 Significant

5. DISCUSSION

Based on the results of data processing, it was found that marketing innovation has a
significant effect on resilience. The company highlights the importance of developing
innovative marketing strategies. The factor loading SEM-PLS results, as presented in
Figure V-1 and Table V-12, show that the highest factor loading is for the relationship
between marketing innovation and resilience, namely 0.277. Therefore, the company
is expected to strengthen marketing innovation because it has the greatest impact on
company resilience. Strengthening marketing innovation may include utilizing digital
platforms, implementing creative marketing campaigns, or adopting new approaches
to reach and interact with customers. Companies need to allocate resources for
innovative marketing research and development. Training employees in adopting new
technology and innovative marketing concepts can also be crucial.

Additionally, customer relationship management has a significant effect on company
resilience and ranks as the second-largest factor loading, namely 0.233. Companies
need to focus on developing relationships with customers, including improving
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communication and gaining a thorough understanding of customer needs.
Empowering sales and customer support teams to build strong relationships is one
activity that can be implemented. Companies also need to have a deep understanding
of customer preferences and needs to guide product and service development.

Furthermore, financial resources management has a significant effect on company
resilience and ranks as the third-largest factor loading, namely 0.207. With these
findings, companies are expected to manage financial resources effectively because
they are proven to have a positive influence on company resilience. Companies must
prioritize careful financial management, including budget planning, debt management,
and efficient capital allocation. Additionally, focusing on financial sustainability and
ensuring the financial stability of the company is crucial. Consulting with financial
professionals may be necessary for more effective management.

Moreover, entrepreneurial self-efficacy has a significant effect on company resilience
and ranks as the fourth-largest factor loading, namely 0.186. With these findings, it is
hoped that companies will need to enhance their entrepreneurial spirit and strong
leadership. Actions that companies can take include empowering employees,
developing entrepreneurial skills, and encouraging initiative and innovation throughout
the organization.

Additionally, innovation in digitization technology has a significant effect on company
resilience and ranks as the fifth-largest factor loading, namely 0.180. With these
findings, it is hoped that companies will need to increase investment in digital
technology to enhance efficiency and flexibility. Companies also need to provide
training for employees in the application and use of new technology that can help
improve company operations.

Lastly, adequate material supply has a significant effect on company resilience and
ranks as the sixth-largest factor loading, namely 0.160. With these findings, it is hoped
that companies will need to establish an efficient and reliable supply strategy.
Uncertainty in the supply of raw materials can impact a company's resilience. As an
implication, companies need to identify and collaborate with reliable suppliers. Supply
diversification and regular monitoring can help manage supply risks.

Connection Market knowledge has a significant effect on company resilience and
ranks as the seventh largest factor loading, namely 0.140. With these findings, it is
hoped that companies emphasize the importance of market knowledge. Good market
knowledge is linked to a company's resilience, demonstrating the importance of a deep
understanding of market trends and preferences. As an implication, companies need
to improve market analysis and monitor consumer trends to guide decision-making
and build mechanisms for collecting customer feedback and continuous market
research.

In the context of MSMESs in the fashion industry in Indonesia, this research suggests
that a company's adaptability and flexibility may not significantly contribute to its
resilience. Although not significant in this study, it is important for management not to
completely ignore adaptability and flexibility. Some companies may still find that
flexibility and adaptability are important elements in dealing with changes in the
business and external environment. Management must continuously monitor changes
in the industry, consumer trends, and other external factors that may affect company
operations. Increasing adaptability and flexibility can still be an effective strategy,
especially if market conditions or demands change. These findings emphasize the
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importance of continuously evaluating business strategies and planning for the future.
It may be necessary to adjust strategies to optimize company resilience, especially if
these findings do not match the company's specific conditions and needs. Reevaluate
adaptability and flexibility strategies to ensure contextual relevance and explore
potential improvements.

Fashion MSMEs in Indonesia are also expected to respond quickly to market and
policy changes that allow operational adjustments. The rejection of this hypothesis can
be integrated with findings from other hypotheses. For example, if factors such as
marketing innovation, financial resource management, and customer relationships
prove more significant, companies can focus their efforts on strengthening these
areas. Furthermore, the research results also show that the impact of Covid-19 can
moderate the relationship between resilience and company performance. Companies
that had good resilience before the pandemic usually show a positive relationship with
business performance.

However, the impact of the pandemic changes this dynamic, where these companies
may experience a decline in performance as they have to adapt to rapid market
changes and face new, unforeseen challenges. On the other hand, companies that
initially had lower levels of resilience before the pandemic but responded quickly to
the impact of Covid-19 may increase their adaptability, moderating the relationship
between resilience and performance with better performance outcomes. Thus, the
moderating effect of the pandemic on the relationship between resilience and firm
performance may vary depending on the extent to which firms can respond and adapt
to environmental changes caused by the pandemic. The implication is that companies
must have a strategy that can be adapted to the dynamics and continuous changes
caused by the pandemic, and developing emergency plans and scenario modeling
can help companies prepare for uncertain situations.

6. CONCLUSION

The conclusions that can be drawn from this research are as follows. This research
resulted in the development of a model of factors that influence the survival of MSMEs
using the previous models, namely Sugianto, et al. (2023), Najib, et al. (2021), and
Gamage (2020). Based on the results of the development of the three models using
the SOR theoretical basis, eight factors were found that influence business continuity
in the MSMEs fashion sector in Indonesia after the Covid-19 pandemic, namely
marketing innovation, financial resources management, adequate material supply,
customer relationship management, market knowledge, innovation digitization
technology, company adaptability & flexibility, and entrepreneurial self-efficacy. The
variables Marketing innovation, financial resources management, adequate material
supply, customer relationship management, market knowledge, innovation digitization
technology, and entrepreneurial self-efficacy have a positive and significant effect on
business resilience (resilience) of MSMEs in the fashion sector in Indonesia after the
Covid-19 pandemic. Meanwhile, variable company adaptability and flexibility do not
have a significant effect on business resilience (resilience) of MSMEs in the fashion
sector in Indonesia after the Covid-19 pandemic. The Covid-19 impact has a negative
effect on company performance and is proven to have a significant moderating effect
on the relationship between resilience and company performance in the business
MSMEs fashion sector in Indonesia.
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