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ABSTRACT
Purpose: How digital innovation and green entrepreneurship influence the
performance of MSMEs is the main question to be examined in this study.
Methodology: The study focused on endek ikat weaving MSMEs in the eastern
region of Bali province. A quantitative approach and survey were used for data
collection. SEM-PLS analysis was used to test the research hypotheses. Results:
Digital innovation and green entrepreneurial orientation positively impact MSME
performance. Conversely, green entrepreneurial orientation correlates with
creativity, but not with digital innovation. Findings: Balinese endek ikat weaving
MSMEs cannot simply focus on innovating with digital technology, but also need to
encourage creativity in both managerial and marketing strategies to achieve
optimal performance. Novelty: The integrated model of digital innovation and
green entrepreneurship that targets the creativity and performance of MSMEs is
the novelty of this research. Originality: This study contributes to the development
of literature and practices on performance improvement in the context of MSMEs
based on local Balinese culture. Conclusion: This study shows evidence that digital
innovation has a positive impact on the performance of Balinese endek ikat
weaving MSMEs, but on the other hand, it does not affect creativity. Type of
Paper: Research article.

KEYWORDS
innovation; green
entrepreneurship;
performance; creativity; endek
weaving

This is an open access article
under the CC–BY-SA license

INTRODUCTION
Bali, a province in Indonesia, is a major tourist destination for both foreign and domestic

tourists, thus involving many MSMEs in this tourism industry (Wahyuni ​ ​ & Sara, 2020). The
presence of souvenirs, often sought after by tourists as gifts, is crucial. Regarding these souvenirs,
the role of MSMEs as producers, both supplying products to souvenir shops and marketing them
themselves, is inseparable (Antara et al., 2024b).

One MSME product in Bali that is widely recognized as a product of local cultural value is the
ikat endek woven cloth. Endek is a Balinese ikat woven cloth, a craft product that can be worn for
formal, casual, and traditional ceremonies. Endek is a favorite among both domestic and
international tourists as a typical Balinese souvenir (Martini et al., 2024).
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The Bali provincial government is currently promoting the use of endek cloth to increase its
public awareness and to ensure its preservation, as it represents a valuable ancestral heritage of
Balinese culture. The Bali provincial government has undertaken various efforts, including requiring
government and private office employees, as well as academics, to wear endek cloth on certain days
(Antara et al., 2024a). This effort is expected to help market Balinese ikat endek weaving. However,
the quality and quantity of endek products produced are still not optimal. Based on observations
and interviews with several endek ikat weaving MSMEs, it was identified that they are struggling to
meet market demand due to suboptimal labor productivity.

The development of Balinese ikat endek weaving MSMEs currently faces labor constraints.
Most weavers are housewives, so their time spent weaving is divided between household chores
and traditional community activities in Bali. This impacts their productivity in producing endek
woven products. Similarly, the challenges faced by most endek weaving MSMEs in eastern Bali
include low production quality and output, limited capital, and limited information on market trends.
The era of globalization, which demands increased competition among MSMEs in capturing market
share, has not been matched by the performance of Balinese ikat endek weaving MSMEs (Aryani et
al., 2020).

Performance is the result of work performed by employees based on the goals the
organization wishes to achieve (Griffin et al., 2020). Muangmee et al. (2021) stated that performance
is influenced by various factors, including digital innovation and entrepreneurial orientation. A study
by Karatepe et al. (2020) stated that digital innovation significantly influences performance, while
Wahyuni ​ ​ & Sara (2020) showed a significant relationship between entrepreneurial orientation
and performance. However, studies by Setyaningrum & Muafi (2022) and Adisaksana (2022) yielded
conflicting results, finding that digital innovation and entrepreneurial orientation had no significant
effect on performance.

This research aims to confirm this research gap by incorporating creativity as a mediator to
boost MSME performance. Studies by Adisaksana (2022) and Nguyen et al. (2021) have
demonstrated that creativity is a crucial factor in supporting employee and overall organizational
performance. In addition to the importance of researching the phenomena in the Balinese endek
ikat weaving business, the integrated model of digital innovation and green entrepreneurship
targeting MSME performance is also a novelty of this research.

Figure 1. Research Model

Based on Figure 1, the following research hypotheses can be proposed:
H1: Digital innovation has a significant effect on creativity
H2: Digital innovation has a significant effect on performance
H3: GEO has a significant effect on creativity
H4: GEO has a significant effect on performance
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H5: Creativity has a significant effect on performance
H6: Creativity mediates digital innovation and performance
H7: Creativity mediates GEO and performance

METHOD

This research is classified as an explanatory study, a correlational study that predicts
research results (Hair et al., 2021). This study uses a quantitative approach with a survey method
because a quantitative design allows researchers to test the relationship between variables
(Creswell & Creswell, 2018). This research was conducted at an endek ikat weaving MSME in eastern
Bali. The population in this study were employees of the endek ikat weaving MSME in Bali. The
sampling technique used proportional random sampling. The Slovin formula obtained a sample size
of 93 respondents.

n=
N

1+N(e)2 =
1391

1+1391(10)2 =93

Note: n = number of samples, N = population, e = margin of error

Data were collected through a survey using a 5-point Likert-scale questionnaire. The data
were then processed using inferential analysis using the SmartPLS program. Measurement of digital
innovation variables was adapted from the study by Karatepe et al. (2020), e.g., "I enjoy finding
creative ideas." GEO was measured using indicators from Luu (2021), e.g., "My organization always
encourages green innovation." Creativity was adapted from the study by Adisaksana (2022), e.g., "I
actively seek solutions to problems." Performance was measured using indicators from the study by
Nguyen et al. (2021), e.g., "My organization's production quality has improved."

Hair et al. (2021) stated that the instrument testing criteria can be declared valid if the
indicator's outer loading value is significant (p-value <α=0.05). Instrument reliability was tested using
Cronbach's Alpha, where the instrument is considered reliable if the composite reliability and
Cronbach's Alpha values ​ ​ are >0.60. The SEM-PLS analysis consists of three stages: measurement
model evaluation/outer model, structural model evaluation/inner model, and significance testing
(Hair et al., 2021). To test the influence between research variables, the criteria used were a t-
statistic > t-table 1.96 and a p-value <0.05 (causality between the two variables has a real/significant
influence).

RESULTS AND DISCUSSION
RESULTS

Outer Model Measurement

The results of the convergent validity test indicate that all research indicators meet the
validity criteria, as seen from the t-statistic value >1.96 and p-value <0.05 (Table 1). The discriminant
validity test resulted in all variables being declared valid because the square root of the AVE value >
the correlation between latent constructs, this criterion is called the Fornell-Larcker criterion (Table
2). The AVE value of all variables has also met the validity requirements, namely >0.5 (Table 3).
Meanwhile, the results of the instrument reliability test can be stated that all variables are classified
as reliable as seen from the composite reliability value and Cronbach's Alpha >0.7 (Table 3).
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Table 1. Convergent Validity Test

Source: Processed data (2025)

Table 2. Discriminant Validity Test
Variable creativity digital

innovation
GEO performance

creativity 0.766
digital innovation 0.426 0.804
GEO 0.615 0.631 0.766
performance 0.531 0.611 0.712 0.756

Source: Processed data (2025)

Table 3. AVE and Reliability Test
Variabel AVE Cronbach's

Alpha
rho_A Composite

Reliability
Note

creativity 0.587 0.730 0.810 0.839 Reliable
digital innovation 0.647 0.863 0.876 0.901 Reliable
GEO 0.587 0.824 0.882 0.874 Reliable
performance 0.572 0.813 0.819 0.869 Reliable

Source: Processed data (2025)

Inner Model Evaluation

The testing of this research model consists of the coefficient of determination (R2), predictive
relevance (Q2), and Goodness of Fit (GoF).

Tabel 4. R Square
Variabel R Square R Square Adjusted

creativity 0.380 0.366
performance 0.561 0.547

Indicator Outer Loading T Statistics P Values Note
X1.1 <- digital innovation 0.884 38.767 0.000 Valid
X1.2 <- digital innovation 0.793 10.589 0.000 Valid
X1.3 <- digital innovation 0.824 15.697 0.000 Valid
X1.4 <- digital innovation 0.766 13.317 0.000 Valid
X1.5 <- digital innovation 0.747 13.471 0.000 Valid
X2.1 <- GEO 0.890 34.869 0.000 Valid
X2.2 <- GEO 0.870 20.892 0.000 Valid
X2.3 <- GEO 0.646 5.753 0.000 Valid
X2.4 <- GEO 0.782 11.316 0.000 Valid
X2.5 <- GEO 0.697 6.050 0.000 Valid
Y.1 <- performance 0.778 15.473 0.000 Valid
Y.2 <- performance 0.675 9.931 0.000 Valid
Y.3 <- performance 0.818 19.098 0.000 Valid
Y.4 <- performance 0.781 19.599 0.000 Valid
Y.5 <- performance 0.721 13.412 0.000 Valid
Z.1 <- creativity 0.797 12.131 0.000 Valid
Z.2 <- creativity 0.881 18.804 0.000 Valid
Z.3 <- creativity 0.899 19.653 0.000 Valid
Z.4 <- creativity 0.656 2.552 0.011 Valid
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Source: Processed data (2025)

Based on Table 4, the creativity determination coefficient is 0.380, meaning 38% of the
creativity variable is influenced by digital innovation and green entrepreneurial orientation, while
the remaining 62% is due to other factors outside the model. Similarly, the performance
determination coefficient R2 of 0.561 (56.1%) is influenced by the variables in this study.

Q2=1- 1-R21 1-R22

GoF= average R2×average AVE

The Q2 calculation results show a value of 0.728, indicating that the value is getting closer to
one, indicating a high predictive value for this model. The GoF calculation results show a value of
0.530, indicating that the value is getting closer to one, indicating that this model is robust. Since the
outer and inner model tests have met the requirements, we can proceed to hypothesis testing stage.

Hypothesis Testing

Based on Figure 2, digital innovation has no effect on creativity (p-value 0.579>0.05) which
means H1 is rejected, however digital innovation has a significant effect on performance (p-value
0.020<0.05), so H2 is accepted. Green entrepreneurial orientation has a significant effect on
creativity (p-value 0.000) and performance (p-value 0.000), so H3 & H4 are accepted. On the other
hand, creativity has no effect on performance (p-value 0.168), and creativity does not play a
mediating role in digital innovation and green entrepreneurial orientation on performance (p-value
0.656 and 0.226) so H5, H6, and H7 are rejected (Table 5).

Figure 2. PLS output

Table 5. Hypothesis Testing
Path Analysis Path

Coefficient
T Statistics P Values Note

digital innovation creativity 0.063 0.556 0.579 H1 rejected
digital innovation performance 0.260 2.332 0.020 H2 accepted
GEO creativity 0.575 5.552 0.000 H3 accepted
GEO performance 0.466 3.852 0.000 H4 accepted
creativity performance 0.134 1.381 0.168 H5 rejected
digital innovation creativity
performance

0.008 0.446 0.656 H6 rejected

GEO creativity performance 0.077 1.212 0.226 H7 rejected
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Source: Processed data (2025)

DISCUSSION

The research results show that digital innovation has no significant impact on the creativity
of Balinese endek weaving MSMEs. Although digital technology has been used, it has not been able
to drive increased creativity in design or production. This finding is inconsistent with research by
Karatepe et al. (2020), which found a positive relationship between digital innovation and creativity.
These results support Barney's (1991) opinion, which emphasizes that not all resources (including
digital technology) can provide competitive advantage unless these resources are valuable, rare,
difficult to imitate, and crystallized within the organization.

In contrast, digital innovation significantly impacts MSME employee performance. The
application of technology can improve work efficiency, accelerate communication, and simplify data
management. These results align with research by Hanelt et al. (2021) and Mauliza (2023), which
confirms the positive influence of digital innovation on performance. This finding is also consistent
with Teece (2007) who emphasized that digital innovation reflects an organization's dynamic ability
to integrate, build, and reconfigure resources to maintain superior performance.

A green entrepreneurial orientation has been shown to significantly influence MSME
creativity. The application of sustainability principles encourages innovation in environmentally
friendly products, from the use of natural materials to ecologically sound designs. This finding
supports research by Luu (2021) and Dos Santos et al. (2020).

Furthermore, a green entrepreneurial orientation also significantly impacts employee
performance. Implementing sustainability values ​ ​ increases work motivation, a sense of social
responsibility, and job satisfaction. These results align with research by Putniņš & Sauka (2020) and
Wahyuni ​ ​ & Sara (2020) which confirms the effect of entrepreneurial orientation on performance.

Other findings indicate that creativity has no significant effect on MSME performance. Design
and production innovations have not had a direct impact on sales or operational efficiency. These
results contradict research by Adisaksana (2022) and Nguyen et al. (2021), which found an effect of
creativity on performance.

Creativity also failed to mediate the relationship between digital innovation and MSME
performance. Technology does have a direct impact on performance, but it is not well integrated
into creativity. These results are inconsistent with research by Nguyen et al. (2021) and Shafi et al.
(2020), which showed creativity acted as a mediator.

A similar finding applies to the relationship between green entrepreneurial orientation and
MSME performance. Creativity did not act as a mediator in improving sustainability-based business
performance. This finding is inconsistent with research by Riva et al. (2021) and Dos Santos et al.
(2020) which confirms the existence of a positive relationship through the role of creativity.

CONCLUSION
This study shows that digital innovation has no significant effect on creativity, but does

significantly impact employee performance in Balinese endek ikat weaving MSMEs. Conversely,
green entrepreneurial orientation is proven to significantly influence both creativity and employee
performance. Although creativity is important in the context of product development, it does not
significantly influence MSME performance and does not act as a mediator in the relationship
between digital innovation and green entrepreneurship on MSME performance. These findings
indicate that creativity is not yet a key element or bridge in improving overall business performance.

MSMEs are advised to focus not only on adopting digital technology but also on
strengthening managerial aspects and marketing strategies so that creativity can significantly
contribute to performance. Furthermore, the integration of green entrepreneurial values ​ ​ needs
to be continuously enhanced as a long-term strategy to strengthen competitiveness. Training and
mentoring related to technology utilization and sustainability-based product innovation need to be
intensified and optimized.
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Theoretically, this study contributes to the growing literature on the relationship between
digital innovation, green entrepreneurship, creativity, and performance in the context of local
culture-based MSMEs. Practically, these results provide input for MSMEs and policymakers to design
development strategies that balance digitalization, creativity, and sustainability to achieve optimal
performance improvements.

This research is limited in its scope to Balinese ikat endek weaving MSMEs, thus limiting the
generalizability of the results. Future research is recommended to expand the study to other MSME
sectors or regions to strengthen the generalizability of the findings. Furthermore, the addition of
other variables, such as marketing strategy or managerial capabilities, could enrich the analytical
model in understanding the factors influencing MSME performance.
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