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ABSTRACT 

	.
Aims: This study investigates the relationship between digital marketing, intellectual capital, and marketing performance in the context of creative industries processing waste and used goods.
Methodology: The research reveals that digital marketing has a significant and positive impact on marketing performance, both directly and indirectly, through the mediating role of intellectual capital
The research sample of 200 respondents was selected through accidental-purposive-sampling technique. Quantitative primary data were collected through questionnaire surveys and analysed using path analysis.
Results: A total of 200 SME Creative Industry in Indonesia were selected as research participants. The majority are involved in repurposing textile waste, such as fabric scraps, into a wide range of creative patchwork products — including keychains, wallets, bags, pillow covers, tablecloths, garments, and even unique bed covers valued at up to IDR 5 million per piece. The results of this study indicate that digital marketing has a direct, positive, and significant effect on marketing performance. The higher the digital marketing, the higher the marketing performance. Even a slight increase in digital marketing will result in a relatively large increase in intellectual capital.
Conclusion: These findings highlight the importance of digital marketing and intellectual capital in driving marketing performance in the SME 
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1. INTRODUCTION 

The advent of Industry 5.0, characterized by digitalization and disruptive technology, has transformed the business landscape since 2011. According to (Niswah Baroroh, 2014), industry agility, rather than size, is the key determinant of success in this era. The Organization for Economic Cooperation and Development (OECD) emphasizes that digital innovation can drive sustainable prosperity globally. Digital marketing has become a crucial strategy for businesses, particularly in the COVID-19 era, where online activities dominate. With 89% of daily time spent on mobile applications, smartphones have become a primary communication channel. Companies must adapt their marketing strategies to suit target markets and customer needs, leveraging social media and mobile marketing to reach consumers effectively.The integration of digital marketing and intellectual capital is vital for business success. Research by (Pucci et al., 2015) highlights the importance of digital marketing in the hotel industry, demonstrating its influence on intellectual capital and perceived quality. Similarly, (Peñalba-Aguirrezabalaga et al., 2020) show that digital marketing directly impacts industry performance. identify five dimensions of industry performance, underscoring the need for businesses to adopt digital marketing strategies to remain competitive.In the digital era, companies must prioritize intellectual capital, including organizational capital, human resource capital, and information technology capital, to support marketing efforts. Social marketing, a strategy that addresses social problems while increasing brand awareness, has become increasingly important. The growth of social networks and e-commerce platforms, such as Tokopedia and BukaLapak, has enabled businesses to target local customers more effectively. By leveraging digital marketing and intellectual capital, businesses can strengthen their marketing lines, increase effectiveness, and drive growth in the digital economy. The era of Industry 5.0, also known as the digital age, has been underway since 2005. According to (Islami et al., 2020), in this era of disruptive technology, the size of an industry no longer guarantees success; rather, agility has become the key determinant in all operational processes. The Industry 5.0 revolution has acted as a driver of global economic growth, and the OECD (Organization for Economic Cooperation and Development) claims that innovation in digital technology can lead many countries toward sustainable prosperity. Enhanced connectivity has allowed creative industry players to access new capital and markets, opening up promising business opportunities (Kurniawan, 2017).
Digital marketing is considered one of the most effective ways to harness the potential of the digital era, using online media for both corporate work and business activities. The COVID-19 pandemic has necessitated the shift to online operations, with many working remotely from home (WFH). Statistics show that people in Indonesia and abroad spend up to 95% of their daily time on mobile applications, making smartphones the dominant communication channel. Over time, companies have been required to adopt digital marketing systems to attract buyers and consumers. Digital marketing, particularly through social media, has become a popular and flexible strategy for entrepreneurs and business owners. As we know, the rapid development of technology and the internet has made digital marketing an attractive choice. Social media has now become an essential human need in the digital era.
Companies today must adapt their marketing strategies to align with targeted market segments and customer needs. Traditionally, advertising through radio, TV, and newspapers aimed at reaching specific targets. However, with technological advancement, mobile marketing has emerged—using smartphones, tablets, and other mobile devices through websites, email, SMS, social media, and mobile apps. According to Salesforce, around 68% of companies have integrated mobile marketing into their overall strategies. For example, McDonald's partnered with the Korean boy band BTS on May 26, 2021, making BTS brand ambassadors for the McDonald's BTS Meal, which drew significant attention from international fans. This strategy proved advantageous for the company, even though it required substantial investment to gain acceptance among consumers.
The above example highlights that effective digital marketing, especially through IT implementation, requires intellectual methods in managing strategy (organizational capital), managing digital IT platforms (human resource capital), and providing the necessary technological infrastructure (information technology capital).
In the digital age, marketing is not only profit-driven but also aims to convey sympathy and empathy through social marketing—non-commercial activities by companies to address societal issues and enhance brand awareness.The development of social networks has helped businesses access local trends and information, enabling marketing efforts to target customers within a certain geographic radius. For such strategies to work effectively, they must align with local norms, values, and needs. For instance, the rising trend of e-commerce in Indonesia, where platforms like Tokopedia or BukaLapak collaborate with Go-Jek for local deliveries, shows how sellers can smartly reach nearby customers using fast delivery services like Go-Send.(Wijaya, 2024) found that digital marketing is a crucial factor for the continued development of three-star hotel industries, enabling them to face market competition. His findings show that digital marketing significantly influences intellectual capital and perceived quality, which, in turn, improves organizational performance. This aligns with the broader idea that intellectual capital supports marketing effectiveness through digital platforms. (Pambreni et al., 2023) also showed that digital marketing directly impacts industry performance, while (Rossi & Magni, 2017) identified five dimensions of industry performance: sales volume growth, capital growth, workforce growth, market expansion, and profit growth. In contrast, (Kokh & Kokh, 2022) suggested that sales volume, customer growth, and revenue growth are key indicators of marketing performance, indicating that digital marketing might not directly affect marketing outcomes. (Hsiung & Wang, 2012) further revealed that intellectual capital does not mediate the influence of digital marketing on industry performance, meaning digital marketing has yet to significantly enhance the intellectual capital of industry players, which includes employee knowledge, customer insights, processes, or technology (Pokrovskaia et al., 2021) Therefore, the above research aims to explore both the direct and indirect effects of digital marketing on the marketing performance of creative waste-processing industries in Surabaya, using intellectual capital as an intervening variable due to existing research gaps that require further confirmation. In conclusion, technological and informational advancements can help companies achieve targeted profitability. Digital marketing provides strategies for efficient social, mobile, and local marketing, equipping businesses to respond to shifting market conditions and customer demands in the digital era. Beyond that, companies must apply these three methods to secure their future, strengthen brand awareness, and sustain customer engagement, thereby contributing to broader national economic growth.This new marketing approach—digital marketing—helps marketers anticipate and manage the impact of disruptive technology, especially for creative waste-processing industries with niche markets. These industries have provided solutions to environmental and health issues in Surabaya, yet not all have achieved significant profits despite their creative efforts. Using discarded CDs and bottles for decorative items, recycled drink packaging for bags, old newspapers and books for unique tissue boxes and pencil holders, wooden pallets for custom furniture, or fabric scraps for wallets, bags, cushion covers, and bedspreads (Pang et al., 2025) requires creativity, patience, and perseverance to produce products that offer not only utility but also aesthetic and economic value. However, traditional marketing methods have delivered limited results. Digital marketing now offers a promising avenue for these industry players.


2. LITERATURE REVIEW
A. Defining Creative Industries and Focusing on Creative Products 
Numerous scholarly efforts have been made to define which sectors should primarily be classified as creative, with considerable variation regarding whether domains such as fine arts, cultural heritage, and information technology are encompassed within the scope of the creative industries. The academic discourse has also engaged in substantial debate over the terminological transition from “cultural industries” to “creative industries” (see, for example, Garnham, 2005; Galloway & Dunlop, 2007). We propose that research focusing on the arts (Frey, 2000; Ginsburgh & Throsby, 2006) and on cultural industries (Horkheimer & Adorno, 1944; Hirsch, 2000; Throsby, 2001; Hesmondhalgh, 2013) should be regarded as subsets within the broader creative industries framework, given their reliance on creativity as the primary source of value. Some of the most widely cited classifications include those by UNESCO (1986), the UK Department for Culture, Media and Sport (DCMS, 2001, updated 2013, 2014), the World Intellectual Property Organization (WIPO, 2003), Americans for the Arts (2005), KEA European Affairs (2007), and UNCTAD (2008). However, it remains challenging to discern the foundational criteria determining what qualifies or is excluded as a creative industry across these classifications. We provide a summary of these frameworks in Appendix 1. Our objective is to propose a set of clear yet comprehensive dimensions for identifying and categorizing creative products and industries, thereby assisting scholars and policymakers in making critical and necessary distinctions.We emphasize two fundamental dimensions of creative products — semiotic codes and material base — which underpin artistic fields and shape institutional frameworks (Becker, 1982; Friedland & Alford, 1991). These symbolic and material aspects influence our aesthetic experiences, guide how we categorize creative works, and help define market niches. Notably, these dimensions are broad enough to encompass a wide range of creative outputs.The first dimension, semiotic codes, refers to the symbolic aspects through which artists convey meaning and shape audience interpretation (Barthes, 1977, 1990; Caves, 2001; Granham, 2005; Hirsch, 1972, 2000; Lampel, Lant, & Shamsie, 2000). The patterns within these symbolic elements constitute semiotic codes, known as “style” in visual arts or “genre” in music and literature, which serve as the foundation for classifying creative products (DiMaggio, 1987; Lena & Peterson, 2008). Semiotic codes differ in their stability: some, like classical music, rely on established conventions that evolve gradually, while others, such as fashion, undergo frequent change. Shifts in semiotic codes introduce significant uncertainty regarding which products will succeed (Caves, 2000). Artists navigate this uncertainty by working within familiar genres or styles, which are supported by established communities, audiences, or market niches (Hsu, Hannan, & Koçak, 2009). However, when artists or firms span multiple genres, they may attract diverse audiences but risk diluting the perceived coherence and integrity of their work (Hsu, 2005). By adhering to a genre, creators draw upon familiar concepts and constraints from an otherwise infinite set of possibilities. Thus, semiotic codes — and the extent of their evolution — play a central role in how creative works are categorized.
The second dimension, material base, encompasses not only the physical materials that give creative products form but also the technologies and socio-technical systems that make their production and consumption possible (Douglas & Isherwood, 1979; Bijker, Hughes, & Pinch, 1984; Pinch, 2008; Miller, 2010). This material base is highly diverse, spanning from the human body in dance and music, to mediums like molten glass and paint, to tools such as musical instruments and brushes, to advanced technologies including computers, synthesizers, cameras, and sound systems — with the digital format playing an increasingly vital role. Each material base involves distinct ecosystems of knowledge, reflected in patent classifications, and shapes the networks of suppliers, creators, and consumers involved. The degree of change in material bases varies widely, from incremental refinement that emphasizes quality, as seen in museums and classical music, to disruptive innovations that replace materials entirely — such as the transition from analog to digital formats in film, music, and publishing, which has reshaped products, business models, and entire industries. Radical innovations disrupt established supply chains and distribution systems, rendering them obsolete and giving rise to new firms, organizational forms, and industry structures (Schumpeter, 1942). Consequently, the material base influences cost structures, patent-driven knowledge systems, competitive dynamics like substitution (Anderson & Tushman, 1990; Barney, 1991), and organizational forms, including vertical integration and networks (Jones, Hesterly, & Borgatti, 1997; Djelic & Ainamo, 1999). In this way, material bases and their transformations shape the dynamics of creative industries.
The interplay between semiotic codes and material bases evokes aesthetic judgments from audiences — including peers, gatekeepers, and consumers — that determine which creative works are purchased, exhibited, or valued (Charters, 2006; Hagveldt & Patrick, 2008; Hoyer & Stokburger-Sauer, 2012). These evaluations often involve competing priorities, such as balancing the pursuit of “excellence” against the goal of broad accessibility (Granham, 2005). Together, semiotic codes and material bases help classify the creative works that populate cultural industries, creating distinct niches that vary in their adherence to convention and their exposure to market pressures (Anand & Croidieu, 2013). By examining these two dimensions, we can more effectively categorize creative products and identify suitable business models, supplier networks, and industry structures. Furthermore, understanding how semiotic codes and material bases evolve offers insight into the various types of change occurring across creative industries. Before delving into these changes, however, we must first explore the underlying drivers of such transformations.

B.DIGITAL MARKETING
A number of research papers and articles provide a detailed insight on Internet Marketing. The findings from the literature are presented below:Internet marketing has been described simply as ‘achieving marketing objectives through applying digital technologies’ (Chaffey et al., 2009). Digital marketing is the use of technologies to help marketing activities in order to improve customer knowledge by matching their needs (Chaffey, 2013). In the developed world, companies have realized the importance of digital marketing. In order for businesses to be successful they will have to merge online with traditional methods for meeting the needs of customers more precisely (Parsons, Zeisser, Waitman 1996). Introduction of new technologies has creating new business opportunities for marketers to manage their websites and achieve their business objectives (Kiani, 1998). Online advertising is a powerful marketing vehicle for building brands and increasing traffic for companies to achieve success (Song, 2001). Expectations in terms of producing results and measuring success for advertisement money spent, digital marketing is more cost-efficient for measuring ROI on advertisement (Pepelnjak, 2008). 
Today, monotonous advertising and marketing techniques have given way to digital marketing. In addition, it is so powerful that it can help revive the economy and can create tremendous opportunities for governments to function in a more efficient manner (Munshi, 2012). Firms in Singapore have tested the success of digital marketing tools as being effective and useful for achieving results. (Teo, 2005). More importantly, growth in digital marketing has been due to the rapid advances in technologies and changing market dynamics (Mort, Sullivan, Drennan, Judy, 2002). 
In order for digital marketing to deliver result for businesses, digital content such as accessibility, navigation and speed are defined as the key characteristics for marketing (Kanttila, 2004). Other tried and tested tool for achieving success through digital marketing is the use of word-of-mouth WOM on social media and for making the site popular (Trusov, 2009). In addition, WOM is linked with creating new members and increasing traffic on the website which in return increases the visibility in terms of marketing. 

C.INTELLECTUAL CAPITAL
Intellectual capital issues have undergone extraordinary development since the beginning of the 1990s. The increasing difference between company market value and company book value has prompted academics and practitioners to consider the concept of “intellectual capital” as a key determinant of the process of value creation for shareholders, managers, and society as a whole. In this paper we define intellectual capital as the knowledge and other intangibles that produce or create value in the present and knowledge and other intangibles that will produce or create value in the future. The development of intellectual capital theory has primarily been guided by the ideas and thoughts of a handful of influential practitioners, including Sveiby (1997) and Edvinson (Edvinson and Malone, 1997). These pioneers established the foundations of the way in which intangible factors determine the success of companies. In the words of Andriessen (2001), the pioneers established the basis of the “intellectual capital standard theory”. Their respective models—“Intangible Assets Monitor” (IAM) (Sveiby, 1997) and “Skandia Navigator” (Edvinson and Malone, 1997)—are representative of the assumptions, principles, and foundations of the intellectual capital standard theory. However, later contributions from other academics and practitioners have developed and refined the standard theory. Today, this theory is the pre- eminent guide to the management of intangible assets, and has facilitated success through sustainable competitive advantage for leading companies and organisations 
confirm that the analysis of those resources cannot be separated from the wider context of studies on intangible resources and from what the literature defines as intellectual capital2 . Both intellectual capital and related intangible assets have been studied in the literature on organization (Knott et al. 2003), finance (Aboody and Lev 2000), accounting (Guilding and Pike 1990; Sullivan and Sullivan 2000; Basu and Waymire 2008) and marketing and management (Bontis 1999; Hilmola et al. 2009). Due to the complexity of the field of analysis and to the innovative nature of the themes, all these contributions have provided us with a large and fragmented series of definitions, measurements and control techniques (Sveiby 2010). The intangible resources that are typically considered strategic include human resources, customer relationships, customer loyalty (Lev 2005), brand and company image, organizational structure and core competences, especially innovation capabilities (Lev 2001). In the literature, one can find various definitions of an intangible asset. The IASB defines it as “an identifiable non-monetary asset without physical substance” (IASB 2008). Sullivan (2000) refers to intellectual capital as “knowledge that can be turned into profit”. Lev refers to intangible resources as non-physical sources of value (that generate future profits) created by innovation (discovered), by unique organizational structures, or by operations in the human resources field (Lev 2001). The first attempts to measure intellectual capital can be seen in consulting practices already in the late eighties3 (Sveiby 1988). It was only in the mid-nineties that research on intangible assets began to develop in the academic literature (Kaplan and Norton 1992; Nonaka and Takaeuchi 1995; Stewart 1997; Edvinsson and Malone 1997). More recently, Guthrie and Petty (2000) suggest a framework identifying the incidence of intellectual capital reporting, in which 24 indicators are divided among structural capital (e.g. patents, copyrights, management philosophy, information system), relational capital (brands, customers, distribution channels, licensing and franchising agreements, business collaborations), and human capital (e.g. know-how, education, work-related knowledge, work-related competencies). Davey et al. (2009), based on the model proposed by Guthrie and Petty (2000) and later adapted by Shareef and Davey (2005), designed a framework in which intellectual capital is separated into internal capital (intellectual property rights and corporate culture), external capital (related to brand management and customer relationships), and human capital (capabilities and competencies of the firm’s employees). This literature shows a clear convergence towards a taxonomy that distinguishes three categories of intellectual capital, human, relational and organizational (Lev 2001, p. 8 It. transl. 2003; Seetharaman et al. 2002, p. 130). The first form of intellectual capital includes the knowledge, capabilities and competencies of the people that work within the firm. Relational capital consists of the value of the relationships that a firm develops externally (with clients, suppliers, distributors, investors, etc.). Organizational capital depends on the policies and processes that regulate the firm’s organization (operational knowledge, routines, culture, innovative capabilities, etc.). Despite this, although the proposed classification is widely accepted, the intellectual capital measurement is still far from achieving scientific confirmation (Van der Meer-Kooistra and Zijlstra 2001). The systemization of what has developed up to now is currently made difficult by the scarcity of papers in which the theories and conceptual contributions are validated (or falsified) by empirical research on the proposed hypothesis4 (Chen et al. 2005, p. 160).


3. results and discussion
a. Linking marketing resources and intellectual capital
According to the resources-based view (rbv), a firm’s competitive advantage can be explained by the uniqueness of its resources (wernerfelt 1984; rumelt 1984; barney 1991) and by the competencies and routines developed (teece et al. 1997), not so much by an industry structure but rather by the specific characteristics and the diversities of the firms that belong to it. “firm resources include all assets, capabilities, organizational processes, firm attributes, information knowledge, etc.” (barney 1991, p. 101). The characteristics of some of these resources – their value, rarity, inimitability, as well as the difficulty, sometimes impossibility, of substituting them – make them fundamental for creating a superior competitive advantage (barney 1991). Though initially marketing researchers seemed to be reluctant to adopt the rbv approach (srivastava et al. 2001), especially due to the lack of a generally accepted definition of specific marketing assets and capabilities (day 1994), more recently strategic management and marketing disciplines are aligned in considering marketing assets as “any attribute, tangible or intangible, physical or human, intellectual or relational, that can be deployed by the firm to achieve a competitive advantage in its markets” (hooley et al. 2005, p. 19). The immaterial nature of some of these assets, and therefore the complexity of their evaluation and management, has motivated several authors to study their nature and the effects that they can have at a strategic, organizational and accountancy level. Guilding and pike (1990), for instance, adopt a theoretical accounting perspective to identify four typologies of marketing asset: value creators, i.e. investment in the creation of marketing assets (e.g. advertising, product development and other marketing support); proper marketing assets (e.g. trademarks, brands, entry barriers, information systems); value manifestation (e.g. image, reputation, etc.); the synthesis of marketing assets, i.e. competitive advantage. Day (1994), from an organizational perspective, considers the capability of identifying and satisfying the customer’s wants as the main marketing resource; han et al. (1998) argue that the capability of introducing successful market innovations is the missing link between market orientation and competitive advantage. More recently, srivastava et al. (2001, p. 782) identify two main categories of marketing resources: relational intangible assets, which can be considered external to the firms and which include customer relationships, distribution channels, strategic partners, supplier relationships, etc; and internal intangible assets, which include a good understanding of the internal and external environment, the know-how and capabilities of the individuals within an organization, the capability to manage intra-organizational relationships, process-based capabilities, etc. Even more recently, hooley et al. (2005) distinguish between marketing support resources and market-based resources. The first include market orientation, intended as the organization’s marketing culture, and management capabilities, intended as the ability managers have in leading and motivating personnel and in coordinating different activities. The second consist of customer linking capabilities (e.g. higher levels of customer service and support, good and stable customer relationships), market innovation capabilities (e.g. the capability to launch successful new products), human resource assets (e.g. higher levels of employee job satisfaction and retention when compared to competitors), and reputational assets (e.g. brand name and reputation, credibility with clients). This literature review shows how, from the nineties onwards, there has been constant attention to the deployment and exploitation of marketing resources. confirm that the analysis of those resources cannot be separated from the wider context of studies on intangible resources and from what the literature defines as intellectual capital2 . Both intellectual capital and related intangible assets have been studied in the literature on organization (Knott et al. 2003), finance (Aboody and Lev 2000), accounting (Guilding and Pike 1990; Sullivan and Sullivan 2000; Basu and Waymire 2008) and marketing and management (Bontis 1999; Hilmola et al. 2009). Due to the complexity of the field of analysis and to the innovative nature of the themes, all these contributions have provided us with a large and fragmented series of definitions, measurements and control techniques (Sveiby 2010). The intangible resources that are typically considered strategic include human resources, customer relationships, customer loyalty (Lev 2005), brand and company image, organizational structure and core competences, especially innovation capabilities (Lev 2001). In the literature, one can find various definitions of an intangible asset. The IASB defines it as “an identifiable non-monetary asset without physical substance” (IASB 2008). Sullivan (2000) refers to intellectual capital as “knowledge that can be turned into profit”. Lev refers to intangible resources as non-physical sources of value (that generate future profits) created by innovation (discovered), by unique organizational structures, or by operations in the human resources field (Lev 2001). The first attempts to measure intellectual capital can be seen in consulting practices already in the late eighties3 (Sveiby 1988). It was only in the mid-nineties that research on intangible assets began to develop in the academic literature (Kaplan and Norton 1992; Nonaka and Takaeuchi 1995; Stewart 1997; Edvinsson and Malone 1997). More recently, Guthrie and Petty (2000) suggest a framework identifying the incidence of intellectual capital reporting, in which 24 indicators are divided among structural capital (e.g. patents, copyrights, management philosophy, information system), relational capital (brands, customers, distribution channels, licensing and franchising agreements, business collaborations), and human capital (e.g. know-how, education, work-related knowledge, work-related competencies). Davey et al. (2009), based on the model proposed by Guthrie and Petty (2000) and later adapted by Shareef and Davey (2005), designed a framework in which intellectual capital is separated into internal capital (intellectual property rights and corporate culture), external capital (related to brand management and customer relationships), and human capital (capabilities and competencies of the firm’s employees). This literature shows a clear convergence towards a taxonomy that distinguishes three categories of intellectual capital, human, relational and organizational (Lev 2001, p. 8 It. transl. 2003; Seetharaman et al. 2002, p. 130). The first form of intellectual capital includes the knowledge, capabilities and competencies of the people that work within the firm. Relational capital consists of the value of the relationships that a firm develops externally (with clients, suppliers, distributors, investors, etc.). Organizational capital depends on the policies and processes that regulate the firm’s organization (operational knowledge, routines, culture, innovative capabilities, etc.). Despite this, although the proposed classification is widely accepted, the intellectual capital measurement is still far from achieving scientific confirmation (Van der Meer-Kooistra and Zijlstra 2001). The systemization of what has developed up to now is currently made difficult by the scarcity of papers in which the theories and conceptual contributions are validated (or falsified) by empirical research on the proposed hypothesis4 (Chen et al. 2005, p. 160). 

The research hypothesis model, as presented in figure 1
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Fig 1- Research hypothesis model
It is hypothesized that digital marketing has an indirect, positive, and significant effect on the marketing performance of creative MSME industries in Indonesia, mediated by intellectual capital as an intervening variable.

RESEARCH METHOD
This study was conducted following several procedural stages as outlined by Creswell (2010), which include: (1) identification of the research problem, (2) literature review, (3) specification of research objectives, (4) data collection, (5) data analysis and interpretation, and (6) reporting of the research findings. The research population comprised all creative MSME (Micro, Small, and Medium Enterprises) industries in Indonesia, although the exact population size was unknown. A sample of 200 respondents was selected using an accidental-purposive sampling technique, whereby participants were industry actors encountered by the researchers who met the criteria: residing in Indonesia, operating a creative business based on recycled or waste materials, and willing to provide all information required for the study. Quantitative primary data were collected through a five-point Likert scale questionnaire survey and analyzed using path analysis, where digital marketing serves as the independent variable (X), intellectual capital acts as the intervening (mediating) variable (Z), and marketing performance is the dependent variable (Y).

RESULTS
A total of 200 SME Creative Industry in Indonesia were selected as research participants. The majority are involved in repurposing textile waste, such as fabric scraps, into a wide range of creative patchwork products — including keychains, wallets, bags, pillow covers, tablecloths, garments, and even unique bed covers valued at up to IDR 5 million per piece. Others focus on transforming discarded materials like old newspapers, used bottles and containers, plastic waste, and wooden pallets into tissue boxes, pencil holders, eco-friendly eyeglass frames, laptop cases, and various types of furniture and accessories. Notably, most of these entrepreneurs are women, consistent with data from the Subdirectorate of Communication and Information Technology Statistics, BPS (2024), which indicates that 75% of creative economy business owners are female. The data collected through the questionnaire survey in this study were processed and analyzed using SPSS version 26 software.
Instrument Testing
Validity Assessment
Supomo (2009) defines a measurement instrument as valid if it effectively captures the construct it is intended to measure. Arikunto (2016) similarly describes validity as the extent to which an instrument accurately reflects or assesses the intended concept. According to Sugiyono (2015), validity can be evaluated by comparing the significance (Sig.) value of the total variable with the predetermined significance level (α = 0.05 in this study). If the Sig. value reported in the Correlations output is below 0.05, the instrument is considered valid.
Table 1Correlations
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**. Correltion is significant at the 0.01 level (2-tailed). Sources: SPSS ver 26, 2024

However, conversely, if the Sig. value of the total variable in the Correlations output exceeds 0.05, the research instrument is considered invalid or unreliable, meaning the data obtained from that instrument cannot be analyzed and must be discarded. Based on Table 1 (Correlations) above, it is evident that the Sig. (2-tailed) values for the variables digital marketing, intellectual capital, and marketing performance are all 0.000 < 0.05. This indicates that the research instruments used to measure these three variables are valid, legitimate, and suitable for assessing digital marketing, intellectual capital, and marketing performance within Indonesia’s MSME creative industries.
Reliability Testing
According to Supomo and Indriantoro (2009), reliability refers to the extent to which an instrument can be trusted as a data collection tool, indicating that the instrument is well-constructed. Reliability also reflects the consistency and stability of a score or measurement scale over time. Singarimbun (2006) similarly defines reliability as an index showing how dependable or trustworthy a measurement tool is; the smaller the measurement error, the more reliable the instrument, while larger errors indicate poor reliability. To determine whether a data collection instrument is reliable, researchers examine the reliability coefficient, which ranges from 0 to 1. The closer the coefficient is to 1, the more reliable the instrument. A common metric used to assess reliability is Cronbach’s Alpha. If the Cronbach’s Alpha value exceeds 0.6, the research instrument is deemed reliable, dependable, and consistent.
[image: ]
Table 2- Item – Total Statistics
Based on Table 2. Item-Total Statistics above, it is known that the Cronbach's alpha value of the digital marketing variable is 0.756 > 0.6. The Cronbach's alpha value of the intellectual capital variable is 0.790 > 0.6, and the Cronbach's alpha value of the marketing performance variable is actually 0.20 < 0.6, which would indicate low reliability for the marketing performance variable. This suggests that the research instruments measuring digital marketing and intellectual capital are reliable, but the instrument for marketing performance may not be reliable due to its low Cronbach's alpha value. Since the research instruments for digital marketing and intellectual capital are proven to be valid and reliable, further analysis can be conducted, specifically path analysis to examine the direct and indirect effects of digital marketing on marketing performance through intellectual capital as an intervening variable.

Path Analysis 
The first step in path analysis is to test the Goodness of Fit Model (Hair et al., 2009), which determines whether the formed path model is trustworthy, feasible, and can be used to predict the dependent variable. The model's feasibility can be evaluated through two tests: the determination test (R-Square) and the F-test. Once the model is deemed feasible, a path model will be formed, and hypothesis testing will be conducted using the t-test, analysis of direct and indirect effects, and the Sobel-test to determine whether intellectual capital is indeed an intervening variable that can mediate the effect of digital marketing on marketing performance. The Sobel-test can be performed using an online calculator. The results of the path analysis are presented below.
Berdasarkan data dalam Tabel 3. Goodness of Fit Model, diketahui bahwa nilai R-square pada model jalur 1 sebesar 0,775. Artinya, 77,5% intellectual capital para pelaku industri-industri kreatif pengolah limbah dan barang bekas di kota Malang dijelaskan oleh digital marketing. Hasil uji F menunjukkan bahwa nilai F-hitung-1 sebesar 276,749 > F-tabel-1 yang sebesar 3,90506 dengan Sig. sebesar 0,000 < α = 0,05 yang artinya bahwa model jalur 1 yang terbentuk memenuhi goodness of fitmodel.
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Table 3-Goodness of fit model
Based on table 4. Direct and indirect effects above, it is known that the direct effect of digital marketing on the marketing performance of creative industries in waste processing and used goods in malang city is higher than the indirect effect of digital marketing on marketing performance through intellectual capital as an intervening variable. Nevertheless, intellectual capital is an intervening variable that can mediate the effect of digital marketing on the marketing performance of creative industries in waste processing and used goods in malang city. This is evidenced by the results of the sobel-test, which shows that the sobel-test-statistic value is 5.98997741 > 1.96 (z-score value at α = 0.05) with a two-tailed probability of 0.0 < α = 0.05. Thus, the second hypothesis (h2), which states that digital marketing has a positive and significant indirect effect on the marketing performance of creative industries in waste processing and used goods in malang city through intellectual capital as an intervening variable, is accepted. The higher the digital marketing, the higher the intellectual capital, and the higher the intellectual capital, the higher the marketing performance.
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Sources: SPSS 26. 2024
DISCUSSIONS

Discussion of Digital Marketing and Marketing Performance The results of this study indicate that digital marketing has a direct, positive, and significant effect on marketing performance. The higher the digital marketing, the higher the marketing performance. Even a slight increase in digital marketing will result in a relatively large increase in intellectual capital. This study's findings are in line with Pradiani's (2017) research, which explains that digital marketing can increase sales volume in the food industry in Malang City. This study's findings are also consistent with Leisander & Dharmayanti's (2017) research, which reveals that digital marketing has a direct impact on the performance of five-star hotels in East Java. Currently, the increasing popularity of a product is a result of industries integrating technology into their marketing strategies (Gibson, 2018). The research findings support Nuseir's (2018) research, which reveals that digital marketing has a positive impact on marketing performance. Additionally, this study's findings are consistent with Mokhtaran & Gilani's (2016) research, which shows that e-marketing, a part of digital marketing, affects the marketing performance of SMEs in Tehran. As Mokhtar (2015) stated, adopting internet marketing helps small businesses have a broader market reach, reduce marketing costs, and improve customer relationships. Nadya (2016) also proved that technological developments have significantly changed the way businesses operate. In this digital era, new businesses can easily be recognized by the public through social media, which is part of digital marketing. Product marketing does not have to be done intensively, but consumers can be drawn to the virtual market on social media. Even Evelina & Handayani (2018) explain that digital influencers are very helpful in promoting products, which impacts marketing results. Using digital influencers for promotion has advantages in terms of high-tech and high-touch compared to traditional advertising. This is also stated by Hariyanti & Wirapraja (2018) that influencer marketing is one form of digital marketing strategy. Precise sales promotions through digital marketing will increase sales volume (Putri & Safri, 2015). Nam & Dan (2018) have also proven the significant impact of social media influencer marketing on sales volume. As Yasmin et al. (2015) found, digital marketing is very effective in the sales process. Digital marketing will greatly help implement the 8P marketing strategy to increase sales turnover (Saputra et al., 2018). Previously, Widodo (2008) stated that creativity in strategy is needed to improve marketing performance. Digital marketing is currently the answer to this problem. The right distribution channel is essential to improve marketing performance. Digital marketing can not only be a medium for building connectivity between customers and between customers and producers or sellers but also serve as an effective distribution channel. According to Stankovska et al. (2016), digital channels are very effective as a marketing strategy for SMEs. Exploring digital technology by creative industry players in waste processing and used goods in Malang City can provide many benefits. Firstly, from a cost perspective, the cost of marketing through digital technology is relatively low, which can reduce marketing costs. Traditional marketing costs are relatively large and often difficult to optimize. Secondly, through digital technology, creative industry players can fully create attractive promotional programs that provide added value to the industry. Thirdly, from a site design perspective, if the site design is very attractive to consumers, it can provide a positive value for the company. Lastly, between producers and distributors with consumers can communicate interactively, so all information can be received better and clearer. This is essential for maintaining customer relationships, both during acquisition and retention. Unfortunately, many creative industries still do not optimally market their products through digital media. As Purwana et al. (2017) found, only a few SMEs are actively using social media as a promotional tool, and SMEs do not separate online store accounts from personal owner accounts. Most industries that do not utilize digital marketing do so because they do not understand technology and lack the skills to do digital marketing. Yet, Mileva & Fauzi (2018) reveal that social media marketing, which is part of digital marketing, is a consideration for today's customers when making purchasing decisions. According to Isnaini et al. (2017), technological advancements have also changed consumer behavior. Dewi & Warmika (2017) state that internet marketing plays an essential role in consumers' consideration to buy a product or not. Adede et al. (2017) emphatically state that e-marketing, which is part of digital marketing, significantly impacts current marketing performance, so it is essential not to ignore it. Social media, part of digital marketing, significantly impacts an industry's marketing performance (Adegbuyi et al., 2015). 

4.CONCLUSIONS
The analysis permits us to highlight both theoretical conclusions and entrepreneurial implications. Marketing orientation of the entrepreneur has taken a weight of primary importance in the processes of business development since the 90s. This is even more true in hyper-competitive markets, such as mature fashion system, in which the most successful companies are driven by entrepreneurs adopting a market-driven approach. This has contributed to making traditional accounting techniques ineffective in representing the impact of marketing activities and resources on the firm value (o’sullivan and abela 2007). In line with previous studies (srivastava et al. 1998; srivastava et al. 2001; rust et al. 2004), we have proposed a framework to measure the effect of the use and interaction of different marketing assets on firm performance through their impact on the level of a firm’s intellectual capital. The use of well-established indicators and methodologies allows more effective management of the data available, supporting performance evaluation and entrepreneurs’ decision making. Therefore the framework could be especially suitable for adoption in industries in which one of the main competitive advantages is having stronger market orientation than one’s competitors (morris et al. 2002; bhuian et al. 2005), and where regularly verifying business results, which mainly depend on marketing managers, is a key factor in success (lamberti and noci 2010). Our contribution does not seek to develop a new methodology of analysis. Rather, it suggests the use of a new conceptual framework, which could help entrepreneurs to overcome some difficulties typical of italian smes. More specifically, we propose the use of intellectual capital as a synthetic indicator connected to a small number of marketing and strategic variables, in line with the literature that suggests simplifying performance-measuring models (hvolby and thorstenson 2000; mcadam 2000; hudson et al. 2010). Therefore we suggest the organization and evaluation of certain business data that are not traditionally used by entrepreneurs because they are considered useless, due to the common adoption of fragmented and wasteful working methods. In literature there are few works that test empirically the nature and impact of marketing resources on firms’ performance (hooley et al. 2005); this study represents an empirical effort to test the effects of various marketing assets on firms’ performance; in particular our analysis regards an industry characterized by the strong presence of smes where academic literature highlights persistent limits in performance evaluation (garengo and bernardi 2007). If we adopt an evolutionary approach, the framework suggested could represent an intermediate solution between simple and non-formalized performance-measuring models (generally adopted by small firms, which are highly dependent on the owner entrepreneur, who is responsible for all the management systems) and more complex management control models, which are more effective in large firms where there is a greater availability of resources, advanced business culture and well-established information systems (garengo et al. 2005). In some cases this approach may make it possible to overcome the problem of a shortage or limited availability of data, which entrepreneurs often find difficult to interpret; restricting the focus to a limited number of significant and appropriately organized data could strongly support decision-making. The authors have successfully tested this framework with two medium-sized children’s clothing firms that were interested in improving and strengthening their performance evaluation systems.
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Tabel	2.	Item-Total	Statistics	
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Tabel	3.	Goodness	of	fit	Model	
Model	Jalur	 Nilai	R	 Nilai	R-Square	 Nilai	F-hitung	 Sig.	
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a. Predictors:	(Constant),	DigitalMarketing	
b. Predictors:	(Constant),	Intellectual	Capital,	DigitalMarketing	
Sources:	SPSS	26,	2024	
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Table	4.	Direct	and	Indirect	Effect	
Direct	and	
Indirect	Effects	



Digital	Marketing	->Marketing	
Performance;	Digital	



Marketing	->	Intellectual	
Capital->	Marketing	



Performance	



0,521	 =	0,521	



0,807*0,380	 =	0,307	



	
Total	Effects	 =	0.828	
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