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Abstract

In the digitalization era of MSMEs, digital literacy and business success are intriguing issues, but
few studies have examined the significance of digital culture as a driving component for business
performance. This article focuses on digital literacy and digital culture to provide a conceptual
overview of the impact of digital literacy and digital culture on business performance. Innovation,
profitability, and cost-effectiveness are used to gauge corporate performance. As a trigger for entry
into the digitalization process, digital literacy is measured based on three key factors. In terms of
profitability, for instance, digital literacy will help business owners to diversify their operations by
doing online and offline business activities. On the other hand, digital culture plays a vital role in
keeping the process on the business-owned sustainability agenda. By applying digital culture, for
instance, the digitization process in online sales must continue to operate smoothly. Thus, the
process will become an endless cycle that prevents the business from reaching optimal business
performance. This study concludes with a discussion of the logical relationship between digital
literacy and digital culture on business performance.
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Introduction

People in current times, such as now, are no strangers to the presence of the internet, which is
becoming well recognized in all circles [28]. Who is unfamiliar with foreign digital over-the-top
(OTT) corporations such as Google, Amazon, Netflix, Spotify, Uber, and others will find it simpler
to access a world that should be impossible to access over the internet [9]. As a result, the internet
is no longer a strange concept to us, because we use and rely on it in our everyday lives at this
moment [2].

Alongside advancements, it is necessary for someone to expand their knowledge and abilities in
utilizing digital media or communication tools to utilize them wisely, intelligently, swiftly,
attentively, and accurately while adhering to current rules, which is what drives the birth of digital
literacy [24]. The fast expansion of the internet has usher in the era of the digital economy, which
has altered the way businesses operate. Digital literacy, on the other hand, is described as the
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capacity to discover, organize, assess, comprehend, and think critically utilizing digital technology
[15] since the fast growth of technology, numerous harmful and good outcomes are being generated
by digital literacy.

Furthermore, digital literacy may be described as the mastery of simple and practical skills that
expand and modify human thinking capacities. Individual learning and understanding of new
technologies are essential in a technology-oriented workplace in the twenty-first century, with the
introduction of new technologies and web applications [4]. With the growth of technology, all
sectors that previously did not use it will be increasingly aided because it will be easier to introduce
to a wider audience and for people to know everything that exists, which was previously beyond
their reach, such as in the economic sector, which is now moving towards digitalization [16]. As a
result, we can now readily obtain knowledge, and the process has also resulted in the creation of a
new model area, which is digital culture [7]. Individuals cannot be isolated from the newest news
that is now surfacing on social media more quickly, as part of the impact of the rising usage of
social media in everyday life. Furthermore, for the time being, technology is inextricably linked to
innovative work behavior, which may lead to business owners improving their business operations
by developing new, effective, and efficient innovations and adopting innovative ideas in the
business arena [18]

As a result of digital culture among consumers, some economic activities, particularly businesses,
have begun to shift their economic model from what was previously only through a few media such
as television, radio, newspapers, magazines, or others for marketing to what can now be through
online media [12]. Several business’ innovations have evolved on social media because of the move
to the present paradigm. This phenomenon demonstrates that marketing via social media is more
effective, efficient, and cost-effective for the costs required, and the output that can be achieved is
being increasingly felt [29].

As a result, it is vital to investigate the phenomena of digital literacy and literacy culture and their
impact on business performance. Since [17] claimed that digital literacy led by the presence of a
digital organizational culture has a favorable and substantial influence on business performance,
this needs to be done in depth by analyzing many empirical sources of study results. Thus, the
objective of this paper is to describe the impact of digital literacy and digital culture on business
performance using a literature review technique of past study findings. Finally, it is hoped that this
article will be able to explain the general description and details regarding the relationship between
variables, namely digital literacy and digital culture, on business performance, where the results
will be useful in discussions of business performance in the digital era. Furthermore, this article can
give an up- to-date review of the relevance of digitalization for business activities. As for readers’
navigation in this paper, the paper is divided into four sections, introduction, literature review,
discussion, and conclusion.

Business Performance

Business performance, often known as business performance, is a measure of how successful a
business is in meeting its objectives. Good business performance demonstrates the level of success
and efficiency of the business's actions. According to [5], business performance is the outcome of
the business's aims attained by a plan that has been constructed with the appropriate efficacy and
approach. According to another definition, business success is assessed by the degree of
performance, which includes sales turnover, number of buyers, profitability, and sales growth [30].

Furthermore, a business's productivity and efficiency are acquired by pleasing employees and being
attentive to psychological and socio-emotional requirements in a complete manner is also utilized
as an indicator in business performance. A high-performing team will attain maximum productivity,
which will be reflected in the quality of the work accomplished [24]. This is done so that everyone
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in the organization or business feels totally and their level of happiness with the firm grows.
According to [20], the theory of business performance is separated into three dimensions: business
innovation, profitability, and cost-cutting results.

KPIs may be used to establish a good performance system to build a good performance system
(Key Performance Indicators). This system depicts the performance of all components of the firm
and contains interdependencies between them [22]. KPIs are indicators that assess the efficiency or
performance of an individual or a team in a certain business. In other words, this indicator will
assess the amount of success of a business in which an individual works. This indicator will be used
to explain the relationship between the two variables in this article. As a result, the participation and
connection between factors may be viewed from many and distinct perspectives.

Digital Literacy

Digital literacy also refers to a person's ability to utilize digital technology successfully for data
collection, communication, collaboration, retrieval, and evaluation in the digital environment.
Furthermore, digital literacy is defined as the human ability to use the internet as a source of
knowledge and a medium for information retrieval. The capacity to gather information must be
paired with the ability to read and understand that information, particularly in digital form, which is
referred to as digital literacy abilities [31].

Furthermore, components in digital literacy must be utilized as a foundation to become an
individual's grip in the current era of digitalization; success in utilizing technology cannot be
divorced from crucial elements in digital literacy [21]. According to [15], the digital literacy
process must include at least seven factors. First, information literacy refers to an individual's
capacity to handle, locate, and translate information. Second, digital scholarship is used to help
people participate in academic learning and actively engage in learning processes. Third, there is
ICT literacy, which is associated with creative, critical, and inventive thinking while utilizing
technology. This literacy focuses on adoption digital devices. Fourth, media literacy refers to a
person's capacity to read and think creatively in academic and professional communication. Fifth,
learning skills refer to an individual's capacity to acquire new learning abilities via the use of
formal and informal teaching and learning procedures associated to technology. This learning is a
provision for the development of high-quality human resources for the technology business. sixth,
communication and cooperation in the context of individual involvement in learning and research
network groups Finally, identity in the context of technology users acting as middlemen between
people and current technology. If all those elements are fulfilled, the process of digitalization is
undeniable. As a result, business owners, particularly small enterprises, have made digital literacy a
priority to grow their businesses and the community's economy through maximizing the digital
literacy on society.

Preposition 1. Digital literacy positively affects each key factor of business performance.
Digital Culture

Individuals' capacity to read, understand, acquaint, investigate, and create national knowledge is
defined as digital culture. Currently, digital culture is a precondition for digital transformation since
digital culture application is more about altering mindsets so that they can adapt to digital
advancements [19]. According to [6], digital culture is a notion that represents the idea that
technology and the internet have a substantial impact on how we interact, behave, think, and
communicate as people in a society. This digital culture is attempting to recall some of the most
spectacular and significant shifts brought about by the increasing presence and relevance of digital
technology [10].

Furthermore, in its causality, [1] stated that culture is caused by scientific advancement through
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information and communication technologies. Thus, education, politics, social and economics must
all make good use of digital culture. Work can be made easier and faster, reach can be expanded,
invention and creativity can be fostered, networks can be expanded, and business can be expanded.
However, digital culture has a harmful side effect if it is not accompanied by appropriate character
education. Digital culture is a response to current needs that must be accompanied with resource
preparedness, user intelligence, and literacy so that digital culture does not have a detrimental
influence on existing cultural values.

Preposition 2. Digital culture brings positive effect to the relationship between digital literacy and
business performance.

Digitalization in Business Performance

Businesses are starting to use information technology and telecommunications to run and support
their businesses. SMEs are being forced to adapt to stay up with the fast migration and changes in
business practices toward digitalization. Because of the characteristics of large enterprises with
sufficient resources, changes in business patterns that lead to the digitization process are not too
limiting for large organizations. This digitization process, however, will need substantial
preparation on the part of business leaders.

To stimulate digitalization and make it simpler for SMEs to deal with changes, the government has
enhanced access and transferred technology to SMEs for them to compete in business [11]. The
ability to grasp digital gadgets and the internet is a necessary must for criminals if they want to stay
competitive [23]. According to [8] research, customers are becoming more habituated to making
decisions based on digital material and purchasing things online. This is both a challenge and a
good commercial opportunity for participants.

Digital disruption causes the emergence of a digital business model in the digital economy. The
phrase "digital disruption™ refers to the emergence of a new business model because of changes in
the value of commercial transactions caused by digital technology. GO- JEK, for example, is
experiencing digital disruption by altering the value and means of conducting business for
traditional motorcycle taxis via internet network connections. Because they can obtain consumer
orders closer to their location, motorcycle taxi drivers can operate more efficiently. Drivers'
earnings might climb or even double as the quantity of orders increases.

Preposition 3. Digitalization positively affects the relationship of digital literacy and digital culture
to the business performance improvement.

Recent research revealing digital business

In constructing this paper, the researcher also seeks the prior research so that the result can be in
line with the existing theories and results. Besides, the researcher also tries to find out some gaps
which will be fulfilled by the presence of this paper. At the end of reviewing prior research, three
previous studies are presented as the underpinning point of this research. Followings are the review
of existing research discussing under the same aspect towards this current research.

[26] who researched the interconnection the digital literacy, economy literacy, and entrepreneur
skill with the business performance. The research was carried out quantitively by spreading
questionnaire to ninety respondents in Bogor, Indonesia. The findings revealed that digital literacy,
economic literacy, and entrepreneurial abilities had a significant and favorable impact on the
performance of small and medium-sized businesses. Furthermore, the study's key finding is that
digital literacy has the largest direct and indirect effect on the success of SME businesses.

[13] with her research on finding the correlation of digital literacy and the intention of
entrepreneurship behavior. By using multiple models of collecting the data, including interview,
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survey, and the questionnaire, the research found several findings. First, the digital literacy level of
the respondents was limited to entrepreneurship behavioral only. Second, there was a positive
correlation between the digital literacy level and the entrepreneurship activities. Thus, it can be
concluded that digital literacy brings a positive impact in the field of entrepreneur activities.

[31] who research the relation between digital literacy level and the number of sales in a month in
Surabaya, Indonesia. By recruiting and implementing the respondents using purposive sampling,
104 business owners took a part in this research. The result revealed that there was a positive
correlation between the level of digital literacy in a region and the sales in a month. Thus, it can be
concluded that the number of sales will increase if the society’s level in digital literacy is high, to
be exact the online sales.

After reviewing the previous research, the researcher notices some similarities and differences
toward the current research. The similarities, for instance, between the previous research and the
current research is researching the same field which is digital literacy and the business
performance. Second, the current research also discusses the impact or the interconnection of
digital literacy and the business performance. Meanwhile, the none of presented previous research
discuss the role of digital culture as one of factors in boosting business performance. Thus, the
researcher notices that as a gap in the previous research. The current research tries to find out the
interconnection of digital literacy and literacy culture with the business performance. At the end,
this current research will be able to present the role of literacy culture in amidst of business
performance.

Discussions

In presenting the discussion, the researcher tried to interconnect two main variables, digital literacy,
and digital culture, with three main aspects of business performance. The three aspects are business
innovations, profitability, and cost-cutting results. Furthermore, each variable will be placed based
on their role to business performance. The following is the detail.

Business Innovation

Digital literacy functions as a catalyst in business innovation, accelerating the rate of business
innovation. Digital literacy will be a technique for accelerating corporate innovation that is based
on the supply of digital references. According to [27], digital literacy can help someone learn more
quickly and adaptably. According to [3], digital literacy entails knowing how to utilize a variety of
technology tools to acquire information, solve issues, or do difficult activities to create and discover
extra concepts. Through digital literacy, enterprises can synergize more deeply with daily
operations, particularly to assist their business activities, including product development activities.
Consequently, the final product will always be unique and distinctive.

In the meantime, in terms of digital culture, it serves as a stabilizer to secure sensitive innovation
efforts. SMEs that adopt a digital culture will become more focused on digital activities.
Consequently, SMEs can keep track of the most recent operations and trends. Conversely, digital
culture has the potential to grow the business model by connecting with other SMEs. As a result, it
is possible to infer that the function of digital literacy and digital culture in the context of corporate
innovation is that of a catalyst and stabilizer. With these two things in place, business innovation
can be managed sustainably since there are innovation triggers, such as digital literacy, and
innovation defenders, which including digital culture.

Business Profitability

It is indisputable that if the business has personnel that are digitally savvy, it will profit. Business,
for example, will understand how to contact potential clients (B2B) via social media. In this
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scenario, social media assists in introducing the firm, managing brand image, and increasing
interaction.

Business with digital literacy can give product information on their websites. Business may also
promote yourself through email marketing. Use blogs in conjunction with search engine
optimization (SEO). As a result, digital literacy improves the effectiveness and efficiency of firm
activity.

Furthermore, the process of human adaptation to new technologies has caused business owners to
begin shifting in two directions, namely online and offline sales. ICT has become increasingly
employed to help corporate activities in both the economic and financial sectors. The numerous
platforms utilized to support the economy, such as e-business software and services, e-commerce,
e-banking, and others, attest to this. Another example is the use of e- commerce to increase sales
and marketing on a large and small scale.

Thus, digital literacy serves a twofold purpose: on the business side, it may assist with marketing
and sales levels in a dual manner. Meanwhile, on the side of business recipients, primarily
consumers, digital literacy will assist them in meeting their everyday demands with simple access
to business owners wants. Digital culture serves as a tool for continuing or maintaining these
behaviors for them to be continuous and connected to one another.

Business Cost-Cutting Result

In terms of corporate procedures, digital literacy will operate as a cash outflow trimmer on the
marketing side. Prior to digitalization, the marketing process was expensive and time- consuming.
This is due to the length of the procedure, which cannot be finished in a single sitting. However, by
combining the digitalization process with skilled digital literacy provisions, businesses may save
money, particularly on marketing. This is the driving force behind earthing and the emergence of
digital marketing.

Furthermore, a digital marketing literacy-based digital marketing process will appear better to a
digital marketing strategy that can reach customers all over the world. As a result, digital customers
have a broader and more detailed variety of options than offline consumers. As a result, the
potential for profit increases. This differs from offline marketing, when buyers who need the goods
generally come straight to the business. Offline marketing often only reaches a limited number of
people. A strategist in digital marketing must have thorough and accurate data on their target
market. The reason for this is that there are so many individuals in digital media, even across the
world. This is the primary reason why marketers must utilize a specific target market as a filter to
ensure that their marketing methods are effective and efficient. It differs from the offline marketing
target market, which does not take the target market into account in depth. The reason for this is
that it is often a strategic location supported by retail performance that allows potential consumers
to be interested, regardless of age, education, or even what they are interested in. They don't see
everything; they perceive everyone as the same, equally interested in what the vendor is displaying
and expecting to sell.

As a result, the function of digital marketing in streamlining business operations is that of a tool.
With digital marketing, the digitalization process, supported with competent digital literacy
capabilities, is believed to be able to reduce marketing cost. Digital culture, on the other hand,
serves as a maintenance to ensure that this process works smoothly. With this method, marketing
expenditures may be steadily lowered, allowing the business to grow and profit.

Model Conceptualization
This article presents the notion of the relationship between digital literacy and culture on business
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performance, along with the function of each independent variable, namely digital literacy and
digital culture. Furthermore, the link between the two is stated for three company performance
criteria, namely business innovation, business profitability, and business cost-cutting. In the first
factor, digital literacy functions as a catalyst, hastening the speed of business innovation.
Meanwhile, to sustain the innovation process, digital culture serves as a sustainer for the ongoing
process of business innovation. In the second aspect, digital literacy and digital culture complement
each other in order to enhance sales and creative processes in order to promote business
profitability. In the last factor, as in the first, digital literacy will hasten the decrease of marketing
expenses in cases when items are advertised using digital literacy. The function of digital culture
then performs as a controller of the previously constructed process rate to maintain the process
repeatable. The presented figure visualizes the conceptualization model.
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Conclusion

Finally, the researcher attempts to deconstruct the link between digital literacy and digital culture
and business performance. Using the literature review approach in earlier study, researchers’
synthesis the outcomes of expert-conducted thinking and empirical studies. This study attempts to
demonstrate the role of the two previously stated factors based on three major characteristics of
business performance, namely business innovation, business profitability, and business cost-cutting.

Furthermore, this article demonstrates that digital literacy may act as a catalyst for corporate
operations, particularly in terms of innovation and profitability. In the innovation process, for
example, digital literacy will work as a catalyst to increase the pace of invention produced by the
large number of innovation references. Meanwhile, in terms of profitability, digital literacy will
serve as a catalyst for speedier business procedures between businesses as well as between
businesses and customers. In terms of spending, digital literacy will reduce the marketing process
with digital marketing. Digital culture, on the other hand, will serve as a maintenance, ensuring that
the process started by digital literacy continues. As a result, the procedures developed in the digital
world will be continuous and efficient.

Finally, the researcher expects that this study will be positively received in the context of business
performance as an innovation to increase corporate performance. Researchers also anticipate that
business owners will become more aware of the need of digitizing their business operations in order
to attain business objectives that improve business performance. The researcher does, however,

hope that future researchers will be able to explore other aspects of the digitizing process. So, while
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looking at business performance and operations, especially in terms of improvement, other aspects
may be viewed more deeply, whether or not they have an impact. As a result, a more in-depth and
comprehensive debate will be offered in the future.
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