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SMEs face the problem of sustainability and readiness to implement digital 

transformation as part of the industrial revolution. Therefore, a process is needed to 

identify sustainability factors that can increase the readiness of SMEs to adopt 

digital change. This study aims to determine the influence of sustainability factors 

in the form of people, process, and technology that influence SMEs' readiness to 

adopt digital transformation. The research object is SMEs in various sectors with a 

literature study approach to develop a conceptual framework and data collection 

using a questionnaire. Construction testing and data analysis used statistical methods 

from confirmatory factor analysis, while the data testing process used the Partial 

Least Square (PLS) method. The results of the study show that toward international 

orientation (IO) and digital transformation readiness (DT), the sustainable people 

(SPe) and sustainable process (SPo) factors have a substantial direct influence. 

However, on the contrary, the sustainable technology factor (STe) has a weak direct 

impact. In comparison, the IO factor has a significant effect on DT. As a mediator 

of DT, IO has an invalid role in mediating SPe and STe but significantly mediates 

SPo. The results also show that an independent attribute of 71.4% influences DT. 

While IO has an independent attribute effect of 49.4%. 

 

 

Introduction 

The development of the industrial world has now 

reached the industrial era of 4.0. This era arises due 

to the human desire to achieve progress in living 

standards by utilizing technology to increase 

process efficiency. The primary key to the 

industrial era 4.0 is digital transformation, namely 

changes in digital technology that play a role in 

revolutionizing business and industrial processes 

and being a driving force for innovation within 

companies. It affects not only the results of 

innovation but also how individuals are involved in 

the innovation process and the interactions and 

activities carried out (Hadjielias et al., 2021). 

Therefore, the ability of the workforce to 

understand the values of technology initiatives and 

their role in the transformation of creative and 

flexible business models is essential in the era of 

globalization. 

Large-scale industries and small-medium 

enterprises (SMEs) are currently facing digital 

transformation. SMEs are expected to increase 

their competitiveness and adapt to the 

unpredictable business environment. To remain 

competitive and relevant, SMEs must adopt 

automation and digital technologies embedded in 

Industry 4.0. According to Ginevičius and 

Ostapenko (2015), a company can thrive if it 

continues to adapt to an ever-changing 

environment and understands the potential impact 

of environmental factors on its performance results 

as early as possible. Companies need to adapt the 

use of technology to change the business 

environment. However, despite the increasing 

interest in adopting and implementing digital 

technologies in enterprises leading to intelligent 

manufacturing. Only a few SMEs, even in 

countries worldwide, have managed to overcome 

the complexities and challenges of a successful 

migration to Industry 4.0. 

SMEs often face challenges in achieving 

increased productivity in their operational 

processes. This challenge leads to decreased 

productivity, competitiveness, and profitability, 

even though SMEs are essential in developing the 

country's economy. With the influence of 
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technology and automation in a competitive 

business environment, SMEs that cannot adapt to 

the requirements of technological evolution 

become uncompetitive (Türkeş et al., 2019). Their 

challenges include a lack of investment and 

workforce skills, especially those related to 

information systems. On the other hand, large 

companies have better resource spending when 

compared to SMEs, leaving them less burdened to 

make the necessary transitions (Lee et al., 2014). 

SMEs need to be aware of learning and adopting 

new technologies that will provide significant 

benefits in the future and help them survive in a 

global environment (Türkeş et al., 2019). 

The power of digital transformation lies at the 

human level as the executor. Digital transformation 

readiness is defined as the level of readiness of 

employees in an organization undergoing 

technological transformation or digitalization 

(Limani et al., 2019). It shows whether the 

employee has the skills to use information 

technology, the right behavioral tendencies, and 

the cognitive abilities to manage the transformation 

effectively. Therefore, continuous efforts are 

needed from companies covering aspects of the 

workforce (people), production and managerial 

processes (process), and use of technology 

(technology) (Verhoef et al., 2021), which are the 

primary resources of SMEs to create new 

conditions in which humans can collaborate with 

technology to start a new work culture. 

In the broadest sense, sustainability refers to 

continuously maintaining or supporting a process 

over time. In business and policy contexts, 

sustainability seeks to prevent the depletion of 

natural or physical resources so that they will 

remain available for the long term. Sustainability is 

the center of attention nowadays because it aims to 

continuously meet human and environmental needs 

(Hübel et al., 2022). Sustainability consists of 

economic, environmental, and social dimensions 

(Khan et al., 2021). In SMEs, sustainability is 

essential to the country's economic development. 

SMEs can increase industrial productivity related 

to industrial sustainability, where industrial 

sustainability involves various parties, including 

employees as individuals who work in it (Artin, 

2022). This condition needs attention because it 

can be used to develop alternatives and 

opportunities to prepare for future life (Do et al., 

2022). Sustainability can be classified into several 

types depending on its associated objects, such as 

the business environment, organizations, and 

employees (Amui et al., 2017). In SMEs, 

sustainability is essential in preparing 

organizations or businesses to develop and expand 

local and international markets. 

However, international orientation in most 

SMEs is still not the main focus. The 

internationalization process is complicated for 

SMEs because they need more knowledge and 

experience to introduce SME products to 

international markets (Cahyadi, 2015). Lack of 

information about potential markets makes SMEs 

reluctant to undertake risky expansion, resulting in 

delays in the internationalization process. The lack 

of supporting infrastructure, such as weak 

transportation connectivity and logistics systems, 

also hinders business growth in Indonesia. Besides, 

limited human resources caused by a lack of 

motivation, skills, and ability to take over 

knowledge and technology management also 

become obstacles to increasing awareness of 

international orientation. As a result, SMEs cannot 

increase efficiency, productivity, and product 

quality. 

The internationalization process provides 

opportunities for SMEs, such as exporting, 

entering new markets, and collaborating abroad. 

Along with the rapid growth of networks and 

communications between countries, SMEs have 

the opportunity to enter international market 

competition. SME products that previously only 

circulated in the local market must be able to 

improve their quality to have export standards. 

Exports positively impact a country's economic 

development, and exporting companies usually 

have higher productivity than those that do not 

export (Achtenhagen, 2011). SMEs can increase 

industrial productivity related to industrial 

sustainability, which involves various parties, 

including employees as individuals who work in it, 

so applying the sustainability concept can increase 

market orientation in companies (Wahid & 

Zulkifli, 2021). Implementing sustainability 

concepts can improve the performance of SMEs, 

whereby by improving sustainability readiness, 

SMEs can reduce costs, increase efficiency, and 

improve their reputation, increasing 

competitiveness and profitability (Prasanna et al., 

2019). Sustainability readiness in SMEs is essential 

to increase the size and network of the 

organization, advance the sustainability trajectory, 

assess business sustainability, drive innovation, 

and measure the potential for green innovation. By 

focusing on people, processes, and technology, 

SMEs can integrate sustainability practices into 

business operations, contribute to sustainable 

development, and increase their competitiveness in 

the market (Sohns et al., 2023).  
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SMEs who decide to internationalize need to 

pay attention to the differences between export 

activities in the digital era and export activities a few 

years ago, where export-import activities in the 

Industry 4.0 era mean that we also have to think 

about how to sell and promote them, whereas, in the 

past few years, Import-export activities only focus 

on what kind of products are sold. SMEs need to 

consider the technology needed, including 

digitalization, such as the use of e-money (to 

facilitate interaction and distribution with business 

partners to transactions without wallets), and the use 

of platforms with large market shares, such as INA 

Access, eBay, Amazon, Rakuten, which can be used 

to introduce local Indonesian products abroad. 

Seeing the importance of the relationship 

between sustainability, international orientation, and 

digital transformation, this research aims to enrich 

the literature on this concept by identifying how 

sustainability factors can increase the readiness of 

SMEs in preparing for international orientation and 

adopting digital transformation. This empirical 

study has the following specific objectives: (1) to 

examine sustainability factors in the form of people, 

processes, and technology that positively influence 

the international orientation and adoption of digital 

transformation in SMEs; and (2) to examine the role 

of international orientation, both directly and as a 

mediator, on readiness to adopt digital 

transformation. Factors influencing the readiness to 

adopt digital transformation in SMEs are identified, 

and the influence mechanisms are analyzed 

empirically using structural equation models. This 

research helps fill the gap in the limitations of digital 

transformation adoption readiness measurement 

models that comprehensively measure indicators of 

sustainability readiness and international orientation 

in SMEs. 

 

Research and Methods 

The research was conducted in multi-industry (food 

and non-food sectors) in Malang City, East Java. 

The research was conducted from March to 

November 2022. The method used in this study is 

quantitative, namely Partial Least Square-based 

Structural Equation Modeling (PLS-based SEM). 

This technique provides a flexible framework for 

developing and analyzing complex relationships 

between multiple variables, enabling researchers to 

test the validity of theories using empirical models. 

In addition, PLS is a powerful analysis method 

because it can be applied to all data scales and does 

not require many assumptions. Besides confirming 

the theory, PLS can also build relationships without 

a theoretical basis or test propositions (Hair et al., 

2014). 

 

Data collection 

The research data used are primary data and 

secondary data. Primary data was obtained from 

Observation, In-depth interviews using the 

Participatory Action Research (PAR) approach (to 

collect information on existing problems and 

potentials objectively and directly to respondents) 

(Fogg et al., 2022), questionnaires, and 

documentation. Secondary data is obtained from 

data sources from the authorities and other sources 

like books and documents. The selected respondents 

are business actors (owners and employees), both 

food and non-food SMEs in Malang City. Selection 

of respondents using a purposive sampling method. 

Purposive sampling is a sampling technique from 

data sources deliberately based on specific 

considerations. The total number of respondents is 

107 SMEs in Malang City. Respondents in this 

study were selected using random sampling 

techniques, namely selecting a workforce from 

selected SMEs according to the research boundaries, 

namely SMEs-scale creative industries engaged in 

the goods and services sector with a minimum 

business length of 5 years. The research object in the 

case study is the creative industry in the goods 

sector, such as the culinary, fashion, and craft 

industries. In addition, case studies were also 

conducted on service sector creative industries, such 

as the video, film, and photography industry, 

technology application and development, and 

advertising. 

 

Research procedures 

The research begins with a preliminary survey and 

literature study followed by problem identification. 

Preliminary surveys, literature studies, and problem 

identification were carried out to determine general 

conditions and variables that affect the maturity 

level of SME digital transformation adoption in 

Malang City (Table 1). Processing of the selected 

data in this study uses the PLS approach. According 

to Hair et al. (2014), PLS was chosen because, in its 

application, it can use a small number of samples, 

does not have to be the multivariate normal 

distribution, and can be used to explain whether or 

not there is a relationship between latent variables 

(prediction purposes). PLS is a powerful analytical 

method based on only a few assumptions. The next 

step is developing a structural model that shows the 

causal relationship between the latent variables used 

in the study. The structural model of the research can 

be seen in Figure 1. 
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Table 1. Research variables 

Variables Definition 
Sub 

Variable 
Indicator Ref 

Sustainable 

Readiness (SR) 

The readiness and 

ability of an 

organization or 

individual to maintain 

its activities over a long 

period of time by 

considering 

environmental, social, 

and economic factors. 

People 

1. Job satisfaction and welfare 

2. Work accidents 

3. Awareness of business continuity 

4. Turnover 

5. Involvement in risk management 

(Qerul et al., 

2021) 

Process 

1. Development of production 

processes 

2. Reduce costs 

3. Energy saving 

4. Reduce waste 

(Stentoft et 

al., 2020; 

Qerul et al., 

2021) 

Technology 

1. Utilization of technology 

2. Environmentally friendly 

technology 

3. Technology that does not interfere 

with community social activities 

(Stentoft et 

al., 2020; 

Qerul et al., 

2021) 

International 

Orientation (IO) 

The organization's 

approach to 

international markets 

and activities to 

improve its operations 

 

1. Global technology 

2. Utilization of resources and 

facilities 

3. International standard products 

(Oleksiuk et 

al., 2020) 

Digital 

Transformation 

Readiness (DT) 

An organization's level 

of preparedness to 

undergo a digital 

transformation. 

 

1. Human resource 

2. Digitalization of business 

3. Capital 

4. Analysis of technology utilization 

5. Technology adaptation 

6. Coordination 

7. Assessment of adoption rates 

(Agushi, 

2019) 

 

 

 

Figure 1. Structural model development 

 

Then, arrange a questionnaire with a 5-level 

Likert measurement scale. Questionnaires filled in 

by respondents are then tested for validity and 

reliability. The criteria for validity testing are r 

count ≥ r table (two-party test with sig. 0.05). A 

reliability test can test one using Cronbach's alpha 

method. Questionnaire data is processed using 

descriptive analysis techniques and then analyzed 

using the SEM method with the PLS approach. The 

steps in inferential analysis using SEM are as 

follows: 

 

1. Tabulate and prepare data with the Microsoft 

Excel program; 
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2. Input data into SmartPLS 3.3 software to start 

analysis; 

3. Read and pre-process data; 

4. Defining variables and picturing structural 

models; 

5. Testing model fit;  

6. Interpret the results and discuss. 

 

Hypothesis testing determines the decision 

whether to reject or accept the truth of the 

statements that have been made. The hypothesis 

was tested with a probabilistic approach using the 

p-value from statistical tests performed with 

SmartPLS 3.3 software. The decision of the 

statistical test is carried out by comparing the p-

value with the alpha (α) value, with the following 

conditions: If the p-value ≤ α value, the decision is 

H0 rejected (H1 accepted). If the p-value > α value, 

the decision is H0 accepted (H1 is rejected). The α 

value used is 0.1 or 10%. The value of α states that 

the level of accuracy used in this study is 10%. The 

development of the research hypothesis can be seen 

in Table 2. 

 

Results and Discussion 

The selected respondents 

The population of this research is SMEs in Malang 

city. In determining the number of samples used, 

Hair et al. (2014) suggested sample size for 

multivariate analysis, namely, the number of 

sample members is at least ten times the number of 

variables studied. There are five variables in this 

study. Thus, the number of samples in this study is 

at least ten multiplied by five variables, namely 50 

samples. One hundred fifty questionnaires were 

distributed, but only 107 respondents completed 

the questionnaire thoroughly. The respondents 

determined the questionnaire was aged between 

20-60, of which 54.2% were female. Various 

SMEs participated in this research in the food and 

non-food sectors spread across Malang city. The 

year of establishment of SMEs varies between 

1994 and 2021, with the number of employees 

working in SMEs ranging from 1 to 40 people. 

SMEs have an average of more than 1 product 

variant, with the most extensive product marketing 

area in the local area, namely 78.5%. 

 

Data analysis  

Validity and reliability test  

Table 3 shows that in the convergent validity test, 

each variable's loading factor indicator values have 

fulfilled the criteria ≥ 0.30. It shows that the 

indicators used are valid. Based on these results, it 

can be concluded that the indicators used are 

considered capable of measuring the models built 

regarding digital transformation readiness. 

Convergent validity relates to the measurement 

principle of a construct that should have a high 

correlation. An instrument meets convergent 

validity when the scores obtained from two 

instruments that measure the same construct have a 

high correlation (Hair et al., 2014). Next, a 

composite reliability analysis was performed. The 

questionnaire is good if the composite reliability 

value is ≥ 0.70. In addition, measuring the 

reliability of the questionnaire is also seen from the 

value of Cronbach's alpha coefficients. According 

to Solimun and Nurjannah (2017), the 

questionnaire is reliable, with a Cronbach's alpha 

value ≥ 0.60. Composite reliability values for all 

indicators have met the requirements (≥ 0.70). 

From Cronbach's alpha value results, all variables 

met the reliability requirements, namely, the value 

≥ 0.60. All of the questionnaire constituent 

variables were reliable regarding the two reliability 

tests.

 

Table 2. Research hypothesis 
Code Hypothesis 

H1 : Sustainable People (SPe) has a positive and significant effect on International Orientation (IO) 

H2 : Sustainable Process (SPo) has a positive and significant effect on International Orientation (IO) 

H3 : Sustainable Technology (STe) has a positive and significant effect on International Orientation (IO) 

H4 : Sustainable People (SPe) has a positive and significant effect on Digital Transformation Readiness (DT) 

H5 : Sustainable Process (SPo) has a positive and significant effect on Digital Transformation Readiness (DT) 

H6 : Sustainable Technology (STe) has a positive and significant effect on Digital Transformation Readiness 

(DT) 

H7 : International Orientation (IO) has a positive and significant effect on Digital Transformation Readiness (DT) 

H8 : Sustainable People (SPe) has a positive and significant effect on Digital Transformation Readiness (DT) 

through International Orientation (IO) mediation 

H9 : Sustainable Process (SPo) has a positive and significant effect on Digital Transformation Readiness (DT) 

through International Orientation (IO) mediation 

H10 : Sustainable Technology (STe) has a positive and significant effect on Digital Transformation Readiness 

(DT) through International Orientation (IO) mediation 
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Table 3. Validity and reliability test results 
Construct Item Code Loading Outer Weight p-value CA CR AVE 

Sustainable 

People (SPe) 

SPe1 0.550 0.348 0.000 

0.400 0.800 0.295 

SPe 2 0.467 0.342 0.000 

SPe3 0.466 0.306 0.000 

SPe4 0.614 0.404 0.000 

SPe5 0.600 0.431 0.000 

Sustainable 

Process (SPo) 

SPo1 0.646 0.306 0.000 

0.641 0.775 0.409 

SPo2 0.673 0.372 0.000 

SPo3 0.559 0.240 0.000 

SPo4 0.605 0.275 0.000 

SPo5 0.704 0.357 0.000 

Sustainable 

Technology 

(STe) 

STe1 0.750 0.517 0.000 

0.631 0.674 0.571 STe2 0.758 0.360 0.000 

STe3 0.758 0.446 0.000 

International 

Orientation (IO) 

IO1 0.719 0.485 0.000 

0.613 0.794 0.563 IO2 0.735 0.403 0.000 

IO3 0.796 0.447 0.000 

Digital 

Transformation 

Readiness (DT) 

DT1 0.558 0.173 0.000 

0.766 0.833 0.417 

DT2 0.683 0.249 0.000 

DT3 0.639 0.219 0.000 

DT4 0.732 0.237 0.000 

DT5 0.624 0.199 0.000 

DT6 0.596 0.218 0.000 

DT7 0.673 0.246 0.000 

 

Table 4. Fornell larcker criterion 
 DT IO SPe SPo STe 

Digital Transformation Readiness (DT) 0.646         

International Orientation (IO) 0.744 0.751       

Sustainable People (SPe) 0.693 0.599 0.543     

Sustainable Process (SPo) 0.729 0.624 0.571 0.639   

Sustainable Technology (STe) 0.574 0.558 0.547 0.626 0.756 

 

Discriminant validity test  

Table 4 shows that most of the constructs have high 

discriminant validity, so it can be concluded that 

the variables used are valid. It can be seen from 

each construct's AVE value, which is higher than 

the correlation between that construct and the other 

constructs. Based on Table 5, the indicator blocks 

have a higher loading for each measured latent 

variable compared to indicators for other latent 

variables so that all constructs are proven to have 

high discriminant validity, and it is concluded that 

the variables used are valid. 

 

Classical assumption test 

Based on the results of the multicollinearity test in 

Table 6, it can be seen that the International 

Orientation (IO), Sustainable People (SPe), 

Sustainable Process (SPo), and Sustainable 

Technology (STe) variables obtain a VIF value of 

<10 for the Digital Transformation Readiness (DT) 

and International Orientation (IO) variable. These 

results indicate that there are no symptoms of 

multicollinearity among the variables. 

 

Coefficient of determination test  

The coefficient of determination test was carried 

out by analyzing the endogenous latent variables' 

R-square value (R2). This evaluation is carried out 

to find out how strong the influence of exogenous 

variables is on endogenous variables. Based on 

Table 7, the R2 value for Digital Transformation 

Readiness (DT) is 0.714. This value indicates that 

digital transformation is influenced by independent 

attributes of 71.4%, and the rest (28.6%) is 

influenced by other factors outside the model. The 

International Orientation (IO) variable has an R2 

value of 0.494, meaning that international 

orientation is influenced by independent attributes 

with a large percentage of 49.4%. Other factors 

outside the model influence the rest (50.6%). 

 

Multiple regression 

Multiple regression is tested using the Smart PLS 

program version 3.3. The running process is carried 

out in 2 stages: the PLS Algorithm and 

Bootstrapping. The PLS Algorithm functions to 
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display research instrument tests displayed on the 

output Factor Loading, AVE and Composite 

Reliability, Fornell Larcker Criterion, and Cross 

Loading. PLS Bootstrapping functions to display 

multiple regression tests by displaying the output t 

and the respective coefficient values. The 

coefficient values in the regression model after the 

data running process can be seen in Figure 2, and 

the results of hypothesis testing can be seen in 

Table 8. Evaluation of the structural model was 

used to determine whether the hypothesis is 

accepted or rejected and to determine the effect of 

the variables in the structural model. Evaluation 

and hypothesis testing was carried out based on the 

p-value results. The decision rule for testing the 

hypothesis was carried out with the following 

requirements (Solimun & Nurjannah, 2017): 

 

a. P-value ≤ 0.10 (alpha 10%) is weakly 

significant 

b. P-value ≤ 0.05 (alpha 5%) is significant 

c. P-value ≤ 0.01 (alpha 1%) is highly significant 

 

 

Table 5. Cross loading 
  Digital 

Transformation 

Readiness 

International 

Orientation 

Sustainable 

People 

Sustainable 

Process 

Sustainable 

Technology 

DT1 0.558 0.474 0.375 0.244 0.197 

DT2 0.683 0.524 0.452 0.587 0.395 

DT3 0.639 0.464 0.536 0.400 0.315 

DT4 0.732 0.498 0.431 0.555 0.370 

DT5 0.624 0.465 0.356 0.422 0.445 

DT6 0.596 0.495 0.411 0.461 0.346 

DT7 0.673 0.453 0.552 0.556 0.490 

IO1 0.623 0.719 0.484 0.485 0.424 

IO2 0.488 0.735 0.431 0.433 0.368 

IO3 0.550 0.796 0.428 0.479 0.456 

SPe1 0.334 0.330 0.550 0.306 0.155 

SPe2 0.324 0.330 0.467 0.308 0.331 

SPe3 0.333 0.246 0.466 0.262 0.372 

SPe4 0.389 0.382 0.614 0.265 0.285 

SPe5 0.481 0.331 0.600 0.400 0.351 

SPo1 0.479 0.357 0.386 0.646 0.415 

SPo2 0.502 0.527 0.398 0.673 0.374 

SPo3 0.327 0.337 0.280 0.559 0.293 

SPo4 0.440 0.309 0.373 0.605 0.335 

SPo5 0.549 0.427 0.379 0.704 0.553 

STe1 0.462 0.520 0.387 0.450 0.750 

STe2 0.341 0.342 0.470 0.368 0.758 

STe3 0.474 0.371 0.397 0.582 0.758 

 

Table 6. Multicollinearity test results 
  Digital Transformation Readiness International Orientation 

Digital Transformation Readiness (DT)     

International Orientation (IO) 1.081 
 

Sustainable People (SPe) 1.217 1.179 

Sustainable Process (SPo) 1.002 0.971 

Sustainable Technology (STe) 0.797 0.866 

 

Table 7. R2 value 
Variable R2 Value 

Digital Transformation Readiness (DT) 0.714 

International Orientation (IO) 0.494 

 

 

 

 

 



Citraresmi et al. Advances in Food Science, Sustainable Agriculture and Agroindustrial Engineering 2023, 6(4), 338-349                                               ISSN 2622-5921 

 

 345 

Table 8. Multiple linear regression test results 

Direct Effect 

Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 
P Values Description 

IO → DT 0.361 0.348 0.165 2.191 0.029 Significant 

SPe → DT 0.279 0.270 0.100 2.797 0.005 Highly Significant 

SPe → IO 0.311 0.331 0.120 2.585 0.010 Highly Significant 

SPo → DT 0.340 0.364 0.105 3.242 0.001 Highly Significant 

SPo → IO 0.334 0.326 0.115 2.896 0.004 Highly Significant 

STe → DT 0.007 0.008 0.081 0.081 0.935 Weakly Significant 

STe → IO 0.179 0.185 0.128 1.403 0.161 Weakly Significant 

Indirect Effect 

Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 
P Values Description 

SPe → IO → DT 0.112 0.121 0.081 1.389 0.165 Weakly Significant 

SPo → IO → DT 0.121 0.103 0.051 2.366 0.018 Significant 

STe → IO → DT 0.065 0.066 0.061 1.068 0.286 Weakly Significant 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. Path diagram 

 

This study has achieved the overall objective and 

validated all hypotheses. Hypotheses 1, 2, and 3 

test that Sustainable Factors (People/SPe and 

Process/SPo) have a positive effect and have a high 

level of significance on International Orientation 

(IO) with p-values of 0.010 and 0.004 respectively, 

except for Sustainable Technology (Ste), which has 

a low-level significance (0.161). This study reveals 

that workers who work in an environment that 

maintains and cares for the health and welfare of 

the workforce are considered very important in 

maintaining the quality and productivity of the 

workplace, which affects business performance  

(Florez et al., 2013). Sustainability oriented toward 

developing the company to a broader area can be 

carried out by improving business performance in 

line with economic, social, and environmental 

employee welfare (Paas et al., 2021). For example, 

a company with a high level of employee welfare 

can develop a better strategy so that its business has 

an international market orientation. Likewise, a 

sustainable process can affect an international 

orientation, where a sustainable process affects 

market performance, including the broad reach of 

a company's market (Artin, 2022). The market will 

respond positively if the company can manage 

policies and processes appropriately. 

SMEs pay less attention to sustainability 

aspects, as evidenced by the workload and 

demands of employees who mainly focus on 
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completing work within the company's economic 

goals (Kossek et al., 2012). Research by 

Bousinakis and Halkos (2021) states that 

employees who are satisfied with their jobs can 

improve their performance and that of the 

company. If employees have low competence and 

ability to utilize technology and develop 

production processes, this can impact business 

continuity. To support the implementation of 

sustainability for SMEs so that they have an 

international perspective, an organization must 

have international standards regarding employee 

performance, processes, and technology.  

Increasing the role of sustainability in people 

and process toward international orientation can be 

achieved by developing a long-term business 

sustainability strategy that considers all 

stakeholders' interests (employees, consumers, the 

environment, and society). It will impact the 

implementation of the sustainability concept, 

which allows companies to manage market 

performance and improve market orientation on an 

international scale (Onkelinx et al., 2016; Artin, 

2022). 

In contrast to the sustainable technology (STe) 

factor, which has a weak effect on international 

orientation, this is because the use of sustainable 

technology is still minimally applied by SMEs, so 

it has not played a significant role in building 

market orientation (Guimarães et al., 2014). 

Therefore, to increase the role of sustainability in 

technology toward international orientation, it is 

necessary to apply international standards in the 

selection and use of technology according to 

company needs (Bousinakis & Halkos, 2021). 

Hypotheses 4, 5, and 6 show that Sustainable 

People and Process (SPo and SPe) substantially 

affect Digital Transformation Readiness (DT) with 

p-values of 0.005 and 0.001, respectively, but 

Sustainable Technology (STe) has a weak effect on 

Digital Transformation Readiness (DT) with a p-

value of 0.935. This study reveals that various 

sustainability factors affect business change, 

including digital change (Lermen et al., 2018). In 

SMEs, sustainable people play a significant role in 

the readiness to adopt digital transformation. 

Onkelinx et al. (2016) stated that businesses with a 

high level of sustainability of employees or human 

resources in SMEs can increase their business 

because labour as the primary resource in SMEs 

can keep up with technological developments. 

Likewise, a sustainable process is influenced by 

various regulations that have been established and 

are influenced by employee attitudes and 

performance, which will also affect the digital 

transformation process. A company's sustainable 

operational processes that can be used in the long 

term will make it easier for companies or 

organizations to adapt and make changes in the 

digital era. 

Several managerial improvements can be 

made to increase the role of sustainability in people 

and process for digital transformation readiness. 

The application of business models that are more 

cost-effective and the development of more 

effective operating practices can enhance the role 

of sustainable process in technological change 

readiness. Then, increasing technology 

management capabilities for employees can be an 

innovative and sustainable solution, resulting in 

further development of the role of sustainable 

people toward digital transformation readiness.  

Unlike this study, sustainable technology has 

a low significance level for digital transformation 

readiness because, for most SMEs, technology is 

still an obstacle, and sustainability has yet to 

become their primary focus (Nair et al., 2019). It 

causes the success rate of digital transformation for 

companies, especially the SME scale, to be 

relatively low. Therefore, to increase the role of 

sustainability in technology for digital 

transformation readiness, it is necessary to have a 

policy on the strategic use of technology. For 

example, it can be started for SMEs by transferring 

data to a computer system, facilitating access 

(Rochmawati et al., 2023). Furthermore, 

technology selection can be carried out according 

to long-term use needs. 

Furthermore, hypothesis 7 states that 

International Orientation (IO) positively and 

significantly affects Digital Transformation 

Readiness (DT) with a p-value of 0.029. Research 

by Dutta et al. (2020) states that market orientation 

in large-scale companies affects company 

performance, including the speed of adaptation to 

change. Meanwhile, for SMEs, market orientation 

can encourage product, process, and market 

innovation as well as a high level of competency, 

including in the use of technology. The role of an 

international orientation toward digital 

transformation readiness can be optimized by 

increasing business productivity and product 

quality according to international standards, 

considering technological changes toward 

digitalization. 

This research also shows the complexity of 

International Orientation (IO) as a mediator in the 

relationship between Sustainable People (SPe), 

Process (SPo), and Technology (STe) toward 

Digital Transformation Readiness (DT). 
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Hypothesis 9 indicates that the Sustainable Process 

significantly affects Digital Transformation 

Readiness (DT) through International Orientation 

(IO) with a value of 0.018. Achieving an 

international orientation is easier if the company 

has implemented a sustainable process, such as 

saving production and managerial process costs. 

International orientation can be achieved if the 

company can adapt its products and business 

standards to international standards. Companies 

that have gone toward an international orientation 

will be better prepared to face digital changes 

(Rochmawati et al., 2023).   

In contrast to Hypothesis 9, Hypotheses 8 and 

10 show that Sustainable People (SPe) and 

Technology (STe) have little effect on Digital 

Transformation Readiness (DT), with values of 

0.165 and 0.286, respectively. This  is possible 

because Sustainable People (SPe) and Technology 

(STe)  in SMEs still need more attention. If an 

organization has elements of social sustainability, 

for example, employees have a high level of job 

satisfaction, then international orientation will be 

easy to achieve (Lähdesmäki & Suutari, 2020). The 

view to achieving an international orientation can 

open a view of the importance of digital 

transformation. SMEs ready to face digital 

transformation will have the opportunity to grow 

and internationalize their business (Rochmawati et 

al., 2023).  

Likewise, companies that have implemented 

the concept of sustainability in the technological 

aspect, including by utilizing appropriate and 

environmentally friendly technology, will facilitate 

an increase in market orientation toward the 

international market. Using appropriate technology 

will encourage process effectiveness and efficiency 

and improve product quality so that the resulting 

product complies with global standards (Kwilinski 

et al., 2019). It also affects business readiness when 

facing digital transformation, where companies 

with an international orientation will more easily 

adapt to changes in the digital era (Denicolai et al., 

2021). 

 

Conclusions  

Based on the research results, sustainable people 

and process significantly affect international 

orientation and digital transformation readiness. In 

contrast, sustainable technology has a weak effect. 

In mediating digital transformation readiness, 

international orientation significantly mediates 

sustainable process but weakly mediates 

sustainable people and technology. However, 

international orientation has a significant effect on 

digital transformation readiness. The results of this 

study provide clues for SMEs still constrained in 

evaluating and implementing sustainability. To 

increase sustainability, companies must develop 

business strategies based on sustainability to have 

a global orientation in their business development 

plans. Paying attention to the market orientation of 

SMEs will provide opportunities for SMEs to be 

better prepared to face digital transformation. 

Future research should explore the three pillars of 

sustainable development (economic, social, and 

environment) so that the development of a more 

comprehensive policy strategy and the results of 

this study can provide a complete theoretical 

foundation regarding factors that can increase 

readiness for digital transformation adoption and 

can be applied by stakeholders. 
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