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Abstract 

The COVID-19 pandemic has affected the global economy, including Indonesia. As the backbone of Indonesia’s 
national economy, MSMEs has been affected by the pandemic which adds to the various problems it already has. 
Some of MSMEs problems are weakness of business legality; unclear business model; no separation between personal 
and corporate wealth; limited business capital and human resources; lack of professional management, innovation, 
creativity, and technology literate; and lack of accounting knowledge in making accounting decisions. This paper aims 
to investigate the effect of digital business strategy, mental accounting, and growth mindset on MSMEs Business 
Performance that could help MSMEs overcome their problems. This research uses a quantitative method using 
questionnaires with 66 items. The sampling technique uses convenient sampling. This study uses a sample of 95 
respondents from MSMEs operating in South Tangerang with minimum business age of 3 years. This study uses a 
statistical method with the IBM SPSS Statistics 28 program as a test tool. The result indicates that digital business 
strategy and growth mindset have a positive effect on business performance. Meanwhile, mental accounting does not 
affect business performance. This proves that entrepreneurs need knowledge and vision concerning digital 
transformation to drive competitive advantage. Entrepreneurs need to have creativity and innovation to enhance 
MSMEs' business performance to develop the business. 
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1. Introduction
The COVID-19 pandemic has significantly affected the global economy. The International Monetary Fund (IMF) 
2020 estimated the median global gross domestic product (GDP) dropped by 3.9% from 2019 to 2020, making it the 
worst economic downturn since the Great Depression (Oum et al. 2022). The economic effect of COVID-19 also hit 
Indonesia. According to the data from IMF, Indonesia's GDP dropped by 7.1% in 2020. Although it increased in 2021 
by 5.3%, it is still below pre-pandemic GDP. According to the Ministry of Cooperatives and SMEs, Indonesia has 
64.2 million MSMEs contributing to a GDP of 61.07%. However, COVID-19-related health protocols such as 
restrictions to community activities, limitations on public places visitors, and business operational hour restrictions 
reduce the number of customers needed by MSMEs to survive (Afriza 2021).  In response to the MSMEs problem 
described, this paper aims to research business performance determinants of MSMEs, especially in South Tangerang, 
Indonesia. 

MSMEs in South Tangerang continue to look for information about market opportunities and product development 
(Indrajaya and Bastian 2021). However, in their operation, they have a few other problems such as weakness of 
business legality; unclear business model; no separation between personal and corporate wealth; limited business 
capital and human resources; lack of professional management, innovation, creativity, and technology literate; and 
lack of accounting knowledge in making accounting decisions (Irawan and Chandranegara 2017; Khairunnisa and 
Rustiana 2019). Therefore, a few factors can affect MSMEs' business performance. This paper wants to highlight the 
effect of digital business strategy, mental accounting, and growth mindset as an internal factor of MSMEs that could 
help businesses overcome the stated problems.  
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First, digital business strategy (DBS) fuses business and IT strategies to guide the inevitable transformations that 
digital technologies trigger (Brown and Brown 2019). MSMEs' digitalization is beneficial to MSMEs as it can assist 
in avoiding a complete economic halt to business during the COVID-19 crisis (Khai et al. 2020). Prior research has 
studied different aspects of digitalization on business performance. Social media drives business model innovation, 
big data, and a high level of digital tools training which positively impacts business performance (Bouwman et al. 
2018; Ribeiro-Navarrete et al. 2021). Research conducted by Eller et al. (2020) found that IT adoption, employee 
skills, and a digital strategy significantly drive digitalization, and, in turn, digitalization drives the financial 
performance of SMEs. Meanwhile Joensuu-Salo et al. (2018) found that digitalization influences domestic market 
firms but doesn't influence internationalized firms. Reseach by Rahman and Ferdaous (2019) shows that IT assets 
don’t influence the stock market performance in Bangladesh. Another research also found that information technology 
capability doesn’t impact performance, and even IT leader firms showed poorer performance than control firms 
studied (Chae et al. 2018; Ping et al. 2018).  
 
Second, mental accounting (MA) is how a person groups and treats their finance by observing several aspects such as 
the ability to secure income, current wealth, and future income (Radianto et al. 2022). MSMEs owners/managers make 
decisions ranging from acquiring funds to investing in the business. However, they often make mistakes in 
management, as they are vulnerable to various biases, which lead them to uncertainty in making optimal decision-
making (Hoque 2017). Research conducted by Hoque (2017) has found a positive influence of mental budgeting on 
the financial management of SMEs, in which financial management has a positive impact on business performance 
(Awaluddin et al. 2020; Muktiadji et al. 2020). However, research by Raveendra et al. (2018) has studied the 
behavioral problems involved in the decision-making process leading to poor SMEs performance. Some reasonings 
of poor SMEs performance mentioned are lack of emotional control in making financial decisions; lack of skills and 
knowledge of financial decision making and management; overconfidence in financial, operational, and managerial; 
as well as inconsistent decision-making strategies. Research conducted by Baucells et al. (2018) found that behavioral 
project management's decisions (viewed from mental accounting) result in lower profitability. Another study has also 
discussed the negative effect of mental accounting on decision making. Consumers as well as decision makers are 
subject to the negative effect of mental accountability that leads to irrational decisions that have negative consequences 
(Albaddawi 2022). Prior research on mental accounting mainly focuses on household, consumer perspectives, and 
different scope of studies not related to business performance (Hahnel 2020; Mahapatra and Misra 2020; Qiu et al. 
2022; Radianto et al. 2022; Rosmalen 2020; Yun and Suk 2022).  Research on the direct relationship between mental 
accounting and business performance is still lacking.   
 
Third, a growth mindset (GM) is defined as "the belief that one’s intellectual ability can increase with practice and 
time" (Xu et al. 2021). There is compelling research on how a growth mindset could outperform those with a fixed 
mindset (Johnston 2017). Individuals with a growth mindset pursue more learning goals, aiming to develop their skills 
and abilities; they show greater resilience in the face of challenges and predict better performance (Murphy and Reeves 
2019). However, a study by (Puente-Díaz & Cavazos-Arroyo 2017) found that both growth and fixed mindset 
positively influence achievement goals. Another study found that mindset is not directly affecting work engagement 
(Caniëls et al. 2018) that is positively related to performance (Koekemoer et al. 2021). A fixed and growth mindset 
could positively affect work engagement depending on leadership style. A growth mindset prevents engagement when 
efforts do not lead to expected performance, and it needs interaction with other factors, such as leadership, to become 
meaningful (Caniëls et al. 2018). 
 
Several studies have been identified, and the findings in these studies remain inconclusive. First, studies on DBS have 
shown a positive influence (Bouwman et al. 2018; Eller et al. 2020; Khai et al. 2020; Ribeiro-Navarrete et al. 2021) 
and no influence (Chae et al. 2018; Joensuu-Salo et al. 2018; Ping et al. 2018; Rahman and Ferdaous 2019) of DBS 
on business performance. Second, studies on mental accounting mainly focus on household, consumer perspectives, 
and different scope of studies not related to business performance (Mahapatra and Misra 2020; Yun and Suk 2022; 
Hahnel et al. 2020; Qiu et al. 2022; Radianto et al. 2022; Rosmalen 2020). Studies on a direct relationship between 
mental accounting and business performance are still lacking. Therefore, this research is hoping to fill in the research 
gaps. Lastly, there are inconclusive findings on whether growth mindset positively (Johnston 2017; Murphy and 
Reeves 2019; Puente-Díaz and Cavazos-Arroyo 2017) or do not (Caniëls et al. 2018) affects performance. Given that 
empirical findings remain inconclusive, further research is needed to understand how digital business strategy (DBS), 
mental accounting, and growth mindset can affect business performance. Therefore, this paper aims to fill this gap 
and contribute to the study relating to DBS, MA, GM, and BP.  
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This paper is motivated to do research based on the phenomena and research gaps described above by using digital 
business strategy, mental accounting, and growth mindset as independent variables to business performance as 
dependent variables in the MSMEs sector in South Tangerang. The research expects MSMEs, especially in South 
Tangerang, to improve their business performance. This research hopes MSMEs can develop and advance their 
business while considering digital business strategy, mental accounting, and growth mindset. By reading this research, 
MSMEs are hoped to understand the benefits of digital business strategy in this modern era which requires businesses 
to advance together with technological advances to survive. MSMEs are also hoped to have growth mindset and 
courage to be creative and take calculated risk to expand business, as well as good financial management to keep 
businesses going.   

2. Literature Review
Digitalization is the process of adopting digital technologies to promote organizational changes (Guo et al. 2020). 
Many new opportunities driven by digitalization put pressure on MSMEs to critically reflect on their current business 
model strategy and identify new business opportunities (Bouwman et al. 2019). Digital business strategy (DBS) is 
defined as the fusion of business and IT strategies to guide the inevitable transformations that digital technologies 
trigger (Brown and Brown 2019).   

The theoretical framework of digital business strategy is based on dynamic capability theory. Dynamic capability 
theory is rooted in the resource-based view (RBV) theoretical framework that focuses on resources, assets, and firm 
performance (Mu 2017). Based on RBV, business can gain sustainable competitive advantage through digital 
transformation if they possess valuable, rare, inimitable, and non-substitutable resources (Papadopoulos et al. 2020). 
However, it may be hard to establish, especially in a significant disruption situation like COVID-19. Therefore, 
businesses need to initiate a dynamic capability to secure business continuity in uncertain environments instead 
(Papadopoulos et al. 2020). While RBV focuses on resources, assets, and firm performance, dynamic capability 
emphasizes a view on dynamics, changes, and firm performance (Mu 2017). Based on the description and prior 
research by Ukko et al. (2019), this paper defines managerial and operational capabilities as the main dimensions of 
DBS.  

The first dimension of DBS is managerial capabilities. There are three core underpinnings of managerial capability. 
First, managerial cognition that affects managers' sense of market changes and how they adapt to these changes; 
second, managerial social capital that allows a manager to better sense market opportunities and challenges; lastly, 
managerial human capital includes knowledge, experience, skills, and education that helps manager recognize and 
seize opportunities – which in the context of this paper is digital transformation (Li et al. 2018). The second dimension 
of DBS is operational capabilities. Operational capability is defined as how companies manage and operate to achieve 
their financial goals (Liu et al. 2019). In the sense of digitalization, an operational capability is a strategic choice for 
obtaining and embedding digital-related capabilities. It is crucial in managing problems and uncertainty in the digital 
era (Ukko et al. 2019).  

Digitalization has proven to be beneficial for business performance (Bouwman et al. 2018; Eller et al. 2020; Ribeiro-
Navarrete et al. 2021). To make the right decisions in digital business environments, managers must have clear vision 
for utilization of digitality, so digital transformation in business can be turned into competitive advantages and 
enhanced business performance (Ukko et al. 2019). This is supported by other research that has found a positive 
influence of managerial capabilities on business performance (Li et al. 2018; Mostafiz et al. 2019; Permana and Ellitan 
2020; Senaratne and Kulathunga 2021; Ukko et al. 2019). Operational capabilities are also crucial in supporting a 
successful digital business strategy because superior operations capability can increase delivery process efficiency, 
reduce the cost of operations, and help achieve a competitive advantage, especially in the digital era (Mu 2017; Ukko 
et al. 2019). Several studies support the positive influence of operational capability on business performance (Benitez 
et al. 2018; Braojos et al. 2019; Li et al. 2018; Mu 2017; Senaratne and Kulathunga, 2021). So, based on the 
consideration above, the following hypothesis is proposed:  

H1: Digital business performance has a positive influence on business performance. 

The theoretical framework of mental accounting is behavioral finance. Insights from behavioral finance help make 
decisions more effective as it examines financial phenomena through economic and cognitive psychology (Hoque 
2017). One behavioral finance concept is mental accounting, defined as how a person groups and treats their finance 
by observing several aspects such as the ability to secure income, current wealth, and future income (Radianto et al. 
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2022). It includes the effect of human behavior on how accounting models are constructed, and the effect of the way 
accounting models are built on human behavior (Hoque 2017). Mental accounting can be shown by an individual's 
implementation of accounting principles on their financial activity so that mental accounting will influence financial 
behavior (Radianto et al. 2022).  
 
In entrepreneurship, mental accounting controls an entrepreneur's mindset in managing finance for an effective 
financial behavior that plays an essential role in economic decision-making (Radianto et al. 2022). The more mental 
accounting influences a person's way of thinking, the better the person manages their finances and makes the right 
financial decisions (Radianto et al. 2022). Good financial decisions are needed to drive business sustainability. A study 
conducted by Adriani (2021) stated that someone who makes financial records would be more encouraged to evaluate 
their financial conditions, which will affect their decision-making and attitude towards their financial problems. 
Another research conducted by Hoque (2017) has also found a positive influence of mental budgeting on the financial 
management of SMEs, in which financial management has a positive impact on business performance (Awaluddin et 
al. 2020; Muktiadji et al. 2020). Good financial management is vital to the economic health of SMEs and, when 
considered from behavioral finance (mental accounting), perspective can become more effective (Hoque 2017). So, 
based on the consideration above, the following hypothesis is proposed: 
 
H2: Mental accounting has a positive influence on business performance.   

 
A growth mindset is defined as "the belief that one’s intellectual ability can increase with practice and time" (Xu et 
al., 2021). The theoretical framework of a growth mindset is entrepreneurial mindset theory. Individuals with 
entrepreneurial mindset are adaptable and resilient in uncertain and complex conditions; able to recognize and act 
upon opportunities; and able to make decisions with limited information (Daspit et al. 2021). This research defines 
entrepreneurial leadership, entrepreneurial culture, and entrepreneurial orientation as a part of a growth mindset that 
would influence business performance. Entrepreneurial leadership (EL) significantly differs from the classical 
business leadership concept in behavioral norms. An entrepreneurial leader observes themselves as an entrepreneur 
managing their own business and they behave in the interest of realizing business’s vision and plans (Sandybayev 
2019). Growth mindset leaders believe in abilities development, by improving their leadership. Prior studies have 
shown GM leaders are generally more effective in leadership (Kouzes and Posner 2019). For business to continue to 
grow dynamically, entrepreneur leaders need to have a growth mindset. It has been found to be beneficial and has 
significant positive correlation between leadership on /business performance (Paudel 2019; Sandybayev 2019; 
Sawaean et al. 2021). 
 
Entrepreneurial culture (EC) is a part of a growth mindset consisting of a set of internal factors representing the 
company's orientation towards exploring new resources, innovation, and creating new products (Leal-Rodríguez et al. 
2017). Critical dimensions of innovation culture are vital to a company's success and are strongly inter-correlated 
(Dabić et al. 2019). Research by Hoque (2018) found that organizational culture is significantly related to SME 
performance. Entrepreneurial orientation (EO) is a strategic capability and a process that allow business to response 
to the market by the creation of competitive advantage based on innovativeness, proactiveness, and risk-taking in 
terms of financial, physical, and social risk (Cuevas-Vargas et al. 2019). EO determines how businesses dare to get 
into new markets and develop goods or services that could help business growth (Cuevas-Vargas et al. 2019). The 
positive relationship between EO and performance is also supported by several other research (Cuevas-Vargas et al. 
2019; Ibarra-Cisneros & Hernandez-Perlines 2019; Octavia et al. 2020; Tajeddini et al. 2020; Wahyuni and Sara 
2020). So, based on the consideration above, the following hypothesis is proposed:  
 
H3: A growth mindset has a positive influence on business performance 
 
3. Methods  
This paper uses quantitative research using a survey questionnaire method with convenience sampling technique 
which targeted individuals who own or work at MSMEs operating in South Tangerang, Indonesia as respondents. A 
cross-sectional time horizon is used as data are collected just once over some time. The variables studied in this paper 
are business performance as dependent variables and digital business strategy, mental accounting, and growth mindset 
as independent variables. Therefore, the research model can be seen in Figure 1. As this paper has one dependent 
variable and three independent variables, multiple regression analysis is used to analyze the relationship between a 
dependent variable and several independent variables (Hair et al. 2019). Data collected is processed and analyzed 
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using SPPS 28. The test includes validity and reliability test, regression analysis, coefficient of determination, and f- 
and t-test.  
 
The survey instruments of this paper consist of 66 questionnaire items, including financial performance (3 items) and 
non-financial performance (8 items) adopted from Rehman (2019); managerial capability (3 items), and operational 
capability (3 items) adopted from Ukko (2019); mental accounting (16 items) adopted from Rosmalen (2020); 
entrepreneurial leadership (8 items) adopted from Renko et al. (2015); entrepreneurial culture (7 items) adopted from 
Leal-Rodríguez et al. (2017); and entrepreneurial orientation (18 items) adopted from Shan et al. (2016). Each item in 
the questionnaire was measured on a Likert scale – 6 points ranging from 1 strongly disagree – to 6 strongly agree 
(Chyung et al. 2017).  The table of survey instruments can be seen in Table 1. 

 
 

  
 
 
 
 
 
 

 
Figure 1. Research model 

 
Table 1. Survey instruments 

 
Variables Variable Definitions Number of Items Scales 

Business Performance 
(Rehman 2019) 

 

A metric for assessing the effectiveness of 
management to illustrate companies' wellbeing 
(Saad and Zhengge 2015) 

11 items Likert, 
1-6 

Digital Business Strategy 
(Ukko et al. 2019) 

 

The fusion of business and IT strategies guides the 
inevitable transformations that digital technologies 
trigger (Brown and Brown 2019) 

6 items Likert, 
1-6 

Mental Accounting 
(Rosmalen 2020) 
 

How a person groups and treats their finance by 
observing several aspects such as the ability to secure 
income, current wealth, and future income (Radianto 
et al. 2022) 

16 items Likert, 
1-6 

Growth Mindset 
(Leal-Rodríguez et al. 
2017; Renko et al. 2015; 
Shan et al. 2016) 

Defined as the belief that one’s intellectual ability 
can increase with practice and time (Xu et al. 2021). 

33 items Likert, 
1-6 

 
4. Data Collection  
Research data collection is divided into two parts. First, respondents were asked to fill in the demographics data such 
as respondents’ email, name, gender, education (middle school, senior/vocational high school, and bachelor's degree), 
position (owner, supervisor, admin), and business name, and business's age. In the second part, respondents were 
asked to answer questions related to business performance, digital business strategy, mental accounting, and growth 
mindset. A filtering statement was entered at the beginning of this research to ensure respondents can represent the 
actual conditions in their business related to business performance. The questionnaire was sent out to MSMEs and 
entrepreneurs with the business operating criteria in South Tangerang, and the business has been working for at least 
three years. The lifespan of an older company will illustrate the experience of a company and shows that the company 
can still compete in the competition in the business today, besides the company that is experienced is considered to 
have a more stable profit from the new companies (Putri and Rachmawati 2018). Questionnaires were sent out via 
direct message through Instagram, WhatsApp, Line, and Shopee. Most of the respondents came from Shopee, family, 
friends, and acquaintances who have a business. The total of collected data is 101 respondents. However, from 101 
respondents, 6 data are tested for outliers. Therefore, this paper uses 95 data respondents.  
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5. Results and Discussion 
 
5.1 Profile of Respondents 
Respondents in this study were MSMEs in South Tangerang, characterized and summarized in Table 2: 

 
Table 2. Respondent's identity 

 
 Frequency   Frequency 
Gender   Job Position  
    Male  41    Owner 79 
    Female  54    Supervisor 3 
Age      Admin 7 
    <26 years 46    Other 6 
   26-41 years 26 Business Age  
   42-57 years 21    3-5 years 60 
   >57 years 2    6-10 years 17 
Education      >10 years 18 
   Senior 24   
   Bachelor 70   
   Other 1   

 
5.2 Numerical Results  
The validity test correlates each item's score with the total score. The total score is the sum of each item. Question 
items that are significantly associated with the total score indicate that these items can provide support in revealing 
what researchers want to admit. Based on Table 3, each item showed a result of a calculated R-value > R-table of 
0.195 (Hair et al. 2019). Thus, each questionnaire item is valid. 
 

Table 3. Validity test 
 

Indicator R-statistics Indicator R-statistics Indicator R-statistics Indicator R-statistics 
BP1 .777 MA1 .703 GM2 .787 GM18 .773 
BP2 .851 MA2 .504 GM3 .818 GM19 .668 
BP3 .853 MA3 .566 GM4 .705 GM20 .687 
BP4 .711 MA4 .767 GM5 .737 GM21 .537 
BP5 .903 MA5 .682 GM6 .712 GM22 .537 
BP6 .879 MA6 .727 GM7 .724 GM23 .510 
BP7 .746 MA7 .824 GM8 .806 GM24 .497 
BP8 .720 MA8 .799 GM9 .724 GM25 .769 
BP9 .838 MA9 .681 GM10 .805 GM26 .814 

BP10 .809 MA10 .723 GM11 .823 GM27 .802 
BP11 .807 MA11 .825 GM12 .810 GM28 .784 
DBS1 .882 MA12 .823 GM13 .829 GM29 .830 
DBS2 .829 MA13 .801 GM14 .814 GM30 .781 
DBS3 .872 MA14 .794 GM15 .787 GM31 .708 
DBS4 .891 MA15 .627 GM16 .839 GM32 .818 
DBS5 .878 MA16 .341 GM17 .798 GM33 .649 
DBS6 .819 GM1 .838     

 
A reliability test is a tool to measure a questionnaire that indicates a variable or constructs. A questionnaire can be 
reliable if a person's answer to the statement is consistent or stable from time to time. The reliability test refers to the 
degree of stability, consistency, and accuracy. Based on Table 4, digital business, mental accounting, growth mindset, 
and business performance are reliable from all the statement points in questionnaires seen from each Cronbach's alpha 
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value are greater than 0,70 (Hair et al. 2019). Data are reliable if the measurements have high reliability, show 
consistency, and can be trusted. 

 
Table 4. Cronbach’s alpha 

 
Variable Cronbach’s Alpha 

Business Performance 0.946 
Digital Business 0.930 

Mental Accounting 0.924  
Growth Mindset 0.973 

 
Based on the classical assumption test, the normality test uses the Kolmogorov Smirnov test, and the result showed 
an asymp. Sig value of 0.06 is greater than the alpha value of 0.05. Thus, it can be concluded that the data is normally 
distributed. The heteroscedasticity test uses the Glejser test, and the result shows that all variables have a significant 
value greater than 0.05. Thus, it can be concluded that there is no heteroscedasticity. The autocorrelation test was 
conducted using the Durbin Watson test, and the result shows a value of 2.178. This value is in the range of du (1.7316) 
and 4-du (2.2684); therefore, there is no autocorrelation. The multicollinearity test is conducted to determine whether 
a relationship exists between independent variables in a regression model. Each variable shows a tolerance value 
greater than 0.1 and a VIF value less than 10. Therefore, it can be concluded that there is no multicollinearity in this 
study (Hair et al. 2019).  
 
Based on Table 5, the probability statistic of the F-value is 0.000, which is under the significance value of 0.05. Thus, 
it can be concluded that DBS, MA, and GM simultaneously affect BP. The coefficient determination value is 0.587. 
DBS, MA, and GM can explain the BP of 58.7%, while the remaining 41.3% is explained by other variables not 
included in this study. The Standard Error Estimation is 5.774. This means that the smaller the SEE value, the more 
precise the regression model in this study predicts dependent variable business performance. A T-test was conducted 
to see the partial influence of each independent variable on the dependent variable. From the result, DBS and GM 
show a probability value less than the significance value of 0.05, and MA shows a probability value greater than 0.05. 
Therefore, it can be concluded that DBS and MA affect BP, while MA does not affect BP (Hair et al. 2019). 
 

Table 5. Regression result 
 

Variable Pred. Sign Coeff. t-stat Probability Result Two-tailed One-tailed 
Constant  3.742 0.886 0.378 0.189  

DBS + 0.400 2.428 0.017* 0.008* Accepted 
MA + 0.083 1.016 0.313 0.156 Rejected 
GM + 0.198 4.495 0.001* 0.000* Accepted 

F-statistic 0.000   
Adj. R Square 0.587   

Std. Error 5.774   
N 95   

   Notes: *p < 0.05 
 
5.3 Discussion 
Based on the result of the t-statistic, it can be concluded that DBS affects MSMEs' BP. From the data collected, DBS 
can improve BP and help MSMEs in their operational business. This research is in line previous research conducted 
by Ukko et al. (2019), Mu (2017), and Braojos et al. (2019), which states that with managerial and operational 
capabilities, businesses are very likely to adjust to changes caused by digital transformation by creation and 
modification of operational process to provide operational efficiency and effectiveness as a response to the changes. 
Having knowledge and a clear vision of digitality help entrepreneurs gain a competitive advantage to enhance business 
performance (Ukko et al. 2019). 
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Based on the result of the t-statistic, it can be concluded that MA does not affect MSMEs' BP as the t-statistic is below 
the t-table shown 1.016. From the data collected, it’s known that a business’s performance is not affected by whether 
individuals do categorization of income/expenditure or not. It’s also not affected by whether financial choices are 
grouped together or not. The finding supported by the study conducted by Raveendra et al. (2018) that has discussed 
how financial behavioral bias could lead to poor performance of SMEs. Another research conducted by Baucells et 
al. (2018) found that behavioral project management's decisions (viewed from mental accounting) result in lower 
profitability. An insignificant result of MA on BP might occur because MA is commonly related to individuals and 
consumers rather than a direct relationship to business performance. A study by Albaddawi (2022) discussed the 
negative effect of mental accounting on decision making. Decision makers may be exposed and subjected to the 
negative effects of mental accountability that leads to irrational decisions that have negative consequences.  
 
Based on the result of the t-statistic, it can be concluded that GM affects MSMEs' BP. From the data collected, 
creativity, innovation, and risk taking which is a characteristic of GM that is influential in improving ideas for MSMEs 
business product that affect BP positively. This finding is in line with previous research conducted by Sawaean et al. 
(2021), Sandybayev (2019), Leal-Rodríguez et al. (2017), and Paudel (2019), that has found that a growth mindset is 
beneficial on performance and stated that business could survive and compete with innovation, improvement by 
accepting criticism, and courage to take new opportunities and challenges. Aspiring entrepreneurs need to learn about 
themselves and how they are going to manage themselves through the entrepreneurial journey (Blass, 2018).  
 
6. Conclusion 
Using quantitative research with a survey questionnaire method and sampling technique uses convenience sampling, 
this study aims to examine whether digital business strategy, mental accounting, and growth mindset influence 
business performance. The analysis results show the digital business strategy and growth mindset significantly affect 
business performance. This proves that entrepreneurs need to have knowledge and vision for digital transformation to 
drive competitive advantage. Entrepreneurs need to have creativity and innovation to enhance MSMEs' business 
performance to develop the business. The analysis result of mental accounting shows that it doesn't significantly affect 
MSMEs' business performance. Perhaps, a study on mental accounting is more commonly done and affects 
individuals, but it doesn't directly impact business performance. 
 
In terms of practical implications, the results of this study will be helpful for entrepreneurs in MSMEs to develop 
business performance MSMEs during pandemic COVID-19 that has affected businesses and/or the economy. This 
paper has proven that digitalization affects business performance, therefore it’s recommended entrepreneurs to keep 
up with digitalization (e.g., digital tools and digital media) as it is proven to be beneficial for business. As for 
regulators, it is recommended to expand digital literacy because one of the problems of MSMEs is lack of technology 
literacy (Irawan and Chandranegara 2017). Having a growth mindset characteristic is also proven to have effect on 
business performance. Therefore, it’s recommended to entrepreneurs to always strive for dynamic improvement, dare 
to take opportunities and include creativity in the work process and product innovation so that business can grow. 
Studies on the effect of mental accounting on business performance are still lacking, so further study is needed. The 
limitations of this study are that the total of respondents does not match the expected estimated number of respondents. 
Due to the COVID-19 situation, this paper only distributed questionnaires online; however, many respondents ignored 
or refused to fill out the questionnaire. The distribution of 101 data collected is not normal because 6 data are tested 
for outliers; therefore, only 95 data from respondents are available for analysis. Future research could expand 
respondents' criteria, using a larger and broader sample sector between provinces/cities, especially those that use data 
collections only from questionnaires to obtain more samples. Future research could compare data between provinces 
as the development of digitality is different across the country. The mindset and mentality of people in other regions 
might be influenced by culture. Future research could consider adding other variables that can influence MSMEs' 
business performance such as big data analytic capability, social media marketing, credit access, financial literacy, or 
entrepreneurial ability. 
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