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Abstract 

Women-owned MSMEs (MSMEs) play a significant role in the local economy, but still face challenges in improving business performance, particularly 
related to leadership, digital capabilities, and psychological well-being at work. This study aims to analyze the influence of women's leadership and 
digital capabilities on MSME performance, with job satisfaction as an intervening variable. This study used a quantitative approach through a survey 
of 120 women-owned MSMEs in Medan City. Data were analyzed using Structural Equation Modeling–Partial Least Squares (SEM-PLS). The results 
show that women's leadership and digital capabilities have a positive and significant effect on job satisfaction. Digital capabilities also have a positive 
and significant direct effect on MSME performance, while women's leadership does not show a significant direct effect on MSME performance. 
Furthermore, the results of the indirect effect test indicate that job satisfaction plays a significant role in mediating the relationship between women's 
leadership and MSME performance, as well as between digital capabilities and MSME performance. These findings emphasize the importance of job 
satisfaction as a psychological mechanism in explaining the influence of leadership and digital capabilities on the performance of women-owned 
MSMEs. This study has implications for leadership development, digital capability enhancement, and the formulation of sustainable policies for 
empowering women-owned MSMEs. 
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Introduction 

Women-owned MSMEs play a strategic role in the local economic 

growth of Medan City, particularly in the trade, culinary, and creative 

services sectors. Many MSMEs managed by women not only provide a 

source of household income but also provide a space for women to 

expand their economic roles. However, amidst this growth, women-

owned MSMEs face pressures from changes in the business 

environment, particularly the need to adapt to digital technology, 

improve business management professionalism, and maintain 

sustainable business performance. These challenges are not only 

technical but also closely related to aspects of leadership, motivation, 

psychological well-being at work, and the quality of interactions in daily 

work processes. 

In the context of leadership, women often have a more collaborative, 

supportive, and interpersonal-oriented leadership style (Eagly & Carli, 

2007). This style has the potential to create a more open and 

harmonious work environment. However, field observations indicate 

that many women-owned MSMEs in Medan still rely on leadership based 

on personal experience and intuition, rather than structured or vision-

based leadership. This situation results in a lack of direction in task 

allocation, unsystematic coordination, and a dependence on a single 

leader, which can ultimately impact job satisfaction and performance. 

Javed et al. (2019) warn that poorly directed leadership can undermine 

feelings of appreciation and work engagement. 

At the same time, the demands of digitalization are increasingly 

pressuring MSMEs to possess adequate digital capabilities. Digital 

capability is not merely the ability to use technology, but also 

encompasses the ability to understand, select, and integrate technology 

into business processes to increase productivity and effectiveness 

(Teece, 2007). However, many female MSME owners still experience 

obstacles such as limited digital literacy, reliance on manual practices, 

and the inability to optimize digital applications for marketing and 

operations. This condition aligns with the findings of Liu et al. (2021) 

that low digital capabilities are a major barrier to MSME adaptation to 

market changes. 

Low digital capabilities and unstructured leadership also impact 

psychological aspects such as job satisfaction. For many female MSME 

owners, the dual roles of business leader, household manager, and 

economic decision-maker often cause emotional stress that can reduce 

job satisfaction. Locke (1976) stated that job satisfaction is an emotional 

response to work experiences and is a determinant of motivation and 

performance. Research by Tarigan et al. (2022) showed that unclear 

work structures and low technology utilization can lead to job stress and 

lower satisfaction. Thus, job satisfaction can be an important mechanism 

linking leadership and digital capabilities to MSME performance. 

The performance of women-owned MSMEs in Medan still exhibits 

significant fluctuations, both in terms of sales stability, service quality, 

and customer retention. Several studies confirm that business 

performance is influenced by a combination of leadership style, digital 

competence, and psychological well-being at work (Judge et al., 2001; 

Chatterjee et al., 2021). However, research explicitly integrating these 

three elements in the context of women-owned MSMEs remains very 

limited. Most studies on women's leadership have been conducted in 

formal organizations; studies on digital capabilities have focused more 

on digital marketing; and research on job satisfaction in women-owned 

MSMEs has rarely been considered a mediating variable in business 

performance models. 

These limitations create a significant research gap: there is little 

research explaining how women's leadership and digital capabilities 

work together to influence MSME performance through job satisfaction, 

particularly in the context of women-owned MSMEs in large cities like 

Medan, which are transforming into a digital economy. This gap forms 

the basis for this research. 
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Therefore, this study aims to answer how women's leadership and 

digital capabilities contribute to MSME performance, and to what extent 

job satisfaction plays a role as a mediating mechanism between the two 

variables. Through this approach, this study aims to provide a more 

comprehensive theoretical explanation of the dynamics of human 

resource management (HRM) in women-owned MSMEs, while also 

offering practical implications for strengthening leadership capacity and 

achieving a more sustainable digital transformation for women-owned 

MSMEs in Medan City. 

Literatur Review 

2.1 Women’s Leadership 

Women’s leadership has gained increasing attention in management 

and organizational behavior studies due to its distinctive characteristics, 

which are often described as more collaborative, empathetic, and 

transformational. Eagly and Carli (2007) argue that women tend to 

adopt relationship-oriented leadership, emphasizing empathy, 

supportive communication, and teamwork. In the context of SMEs, this 

leadership style can foster a positive work climate and enhance 

employee engagement. Transformational leadership, frequently 

associated with female leaders, has also been shown to improve 

motivation and organizational commitment (Bass & Riggio, 2006). 

However, women SME owners often face structural challenges such 

as limited resources, dual role burdens, and lack of formal leadership 

training (Javed et al., 2019). Consequently, leadership practices are 

sometimes based on intuition rather than systematic decision-making. 

Conceptually, women’s leadership includes dimensions such as 

supportive communication, empathy, decision-making ability, and 

relationship-building (Northouse, 2021). Prior studies confirm that 

supportive leadership positively affects job satisfaction and employee 

involvement (Judge & Piccolo, 2004), making women’s leadership a 

critical factor in explaining SME performance variations. 

 

2.2 Digital Capability 

Digital capability refers to the ability of individuals or organizations 

to use, integrate, and develop digital technologies in business activities. 

Rooted in Dynamic Capability Theory (Teece, 2007), this concept 

emphasizes sensing opportunities, seizing them, and transforming 

business processes through technology. In SMEs, digital capability goes 

beyond basic technology use and includes technology selection, 

integration, and innovation. 

Empirical evidence shows that limited digital capability remains a 

major barrier for women-owned SMEs in digital transformation (Liu et 

al., 2021). Digital capability commonly includes technical skills, system 

operation, data analysis, and digital innovation (Warner & Wäger, 2019). 

Studies indicate that higher digital capability leads to improved 

efficiency and business performance (Chatterjee et al., 2021), while also 

enhancing confidence and reducing manual workload, which may 

contribute to job satisfaction. 

 

2.3  Job Satisfaction 

Job satisfaction is defined as a positive emotional state resulting 

from the appraisal of one’s job or work experiences (Locke, 1976). In 

women-owned SMEs, job satisfaction is influenced by leadership style, 

work structure clarity, and the ability to manage work-related stress. 

Low technology adoption, unclear task allocation, and role conflict have 

been found to reduce job satisfaction among female workers (Tarigan et 

al., 2022). 

Job satisfaction typically encompasses satisfaction with the job 

itself, supervision, coworker relationships, development opportunities, 

and rewards (Spector, 1997). Prior research demonstrates a strong 

positive relationship between job satisfaction and performance (Judge et 

al., 2001), suggesting its potential mediating role between leadership, 

digital capability, and SME performance. 

 

2.4 SME Performance 

SME performance reflects the achievement of financial and non-

financial objectives, including sales growth, customer satisfaction, 

innovation, and operational efficiency. Women-owned SMEs often face 

resource constraints and market access limitations, making leadership 

quality and adaptability crucial (Agyapong et al., 2020). 

Performance dimensions typically include financial performance, 

customer performance, operational performance, and innovation 

performance. Empirical studies confirm that transformational 

leadership and digital technology adoption significantly enhance SME 

performance (Chatterjee et al., 2021). However, integrated studies 

examining women’s leadership, digital capability, and job satisfaction—

particularly with mediating mechanisms—remain limited, highlighting a 

clear research gap. 

 

Hypothesis Development (Condensed) 

H1: Women’s leadership positively influences SME digital capability. 

H2: Women’s leadership positively influences job satisfaction. 

H3: Digital capability positively influences job satisfaction. 

H4: Digital capability positively influences SME performance. 

H5: Job satisfaction positively influences SME performance. 

H6: Digital capability mediates the relationship between women’s 

leadership and SME performance. 

H7: Job satisfaction mediates the relationship between women’s 

leadership and SME performance. 

Method 

3.1 Research Design 

This study employs a quantitative approach with an explanatory 

research design, aiming to examine the causal relationships among 

women’s leadership, digital capability, job satisfaction, and SME 

performance. The research model is tested using Partial Least Squares–

Structural Equation Modeling (PLS-SEM), as this method is suitable for 

analyzing latent variables with reflective indicators and relatively small 

sample sizes, which aligns with the characteristics of women-owned 

SMEs in Medan City. 

Variable Operation
al 
Definition 

Indicat
or 

Indicator 
Statement 

Scal
e 

Theoretic
al / 
Empirical 
Source 

Women’s 
Leadershi
p (X1) 

The ability 
of female 
leaders to 
influence, 
direct, and 
empower 
SME 
members 
through 
participati
ve, 
empathetic
, and 
inspiration
al 
approache
s to 
achieve 
business 
objectives 

KP1 Female 
leaders 
provide a 
clear vision 
and direction 
for the 
business 

Like
rt 1–
5 

Eagly & 
Carli 
(2007); 
Bass & 
Avolio 
(1994) 

  
KP2 Female 

leaders 
encourage 
employee 
involvement 
in decision-
making 

Like
rt 1–
5 

Eagly et al. 
(2003) 

  
KP3 Female 

leaders 
demonstrate 
empathy and 
concern for 
employee 
well-being 

Like
rt 1–
5 

Northouse 
(2021) 

  
KP4 Female 

leaders 
provide 
motivation 

Like
rt 1–
5 

Bass 
(1985) 
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Variable Operation
al 
Definition 

Indicat
or 

Indicator 
Statement 

Scal
e 

Theoretic
al / 
Empirical 
Source 

and work 
inspiration   

KP5 Female 
leaders 
resolve 
conflicts 
fairly and 
wisely 

Like
rt 1–
5 

Yukl 
(2013) 

Digital 
Capability 
(X2) 

The ability 
of SMEs to 
effectively 
utilize 
digital 
technologi
es to 
support 
operations
, 
marketing, 
and 
business 
decision-
making 

KD1 The SME 
uses digital 
media for 
product 
marketing 

Like
rt 1–
5 

Teece 
(2018); 
Bharadwaj 
et al. 
(2013) 

  
KD2 The SME 

utilizes 
digital 
technology 
to improve 
operational 
efficiency 

Like
rt 1–
5 

Vial 
(2019) 

  
KD3 The SME 

manages 
digital data 
to support 
business 
decisions 

Like
rt 1–
5 

Kane et al. 
(2015) 

  
KD4 The SME 

adapts 
quickly to 
new digital 
technological 
development
s 

Like
rt 1–
5 

Teece 
(2014) 

  
KD5 The SME 

possesses 
adequate 
digital skills 
to operate 
the business 

Like
rt 1–
5 

OECD 
(2020) 

Job 
Satisfactio
n (Z) 

The level 
of positive 
feelings of 
SME 
employees 
toward 
their work, 
reflecting 
satisfactio
n with the 
work 
environme
nt, 
leadership, 
and 
rewards 
received 

KK1 Satisfaction 
with the 
current job 

Like
rt 1–
5 

Locke 
(1976); 
Spector 
(1997) 

  
KK2 Comfort with 

the working 
environment 
in the SME 

Like
rt 1–
5 

Robbins & 
Judge 
(2022) 

  
KK3 Satisfaction 

with the 
leadership 
style of the 
supervisor 

Like
rt 1–
5 

Luthans 
(2011) 

  
KK4 Feeling 

appreciated 
for work 
contribution
s 

Like
rt 1–
5 

Herzberg 
et al. 
(1959) 

  
KK5 High work 

enthusiasm 
in carrying 

Like
rt 1–
5 

Judge et al. 
(2001) 

Variable Operation
al 
Definition 

Indicat
or 

Indicator 
Statement 

Scal
e 

Theoretic
al / 
Empirical 
Source 

out tasks 
SME 
Performan
ce (Y) 

The level 
of SME 
achieveme
nt in 
financial, 
operationa
l, and 
business 
developme
nt aspects 
resulting 
from 
effective 
resource 
manageme
nt 

KU1 The SME has 
experienced 
increased 
sales in the 
recent period 

Like
rt 1–
5 

Venkatram
an & 
Ramanuja
m (1986) 

  
KU2 The SME has 

improved 
business 
productivity 

Like
rt 1–
5 

Richard et 
al. (2009) 

  
KU3 The SME 

demonstrate
s the ability 
to survive in 
business 
competition 

Like
rt 1–
5 

Barney 
(1991) 

  
KU4 The SME 

maintains 
consistent 
product/serv
ice quality 

Like
rt 1–
5 

Kaplan & 
Norton 
(2001) 

  
KU5 The SME 

shows 
sustainable 
business 
growth 

  

Source: Research Findings, 2025 (processed data) 

 

3.2 Population and Sample 

The population of this study consists of all women-owned SMEs in 

Medan City operating in the trade, culinary, and creative service sectors. 

The population criteria include women who: 

1. Actively manage the business for at least one year, 

2. Employ a minimum of 1–3 workers or team members, 

3. Are directly involved in leadership and business decision-

making processes. 

Population data were obtained from relevant government agencies 

(Medan Office of Cooperatives and SMEs) and women SME communities. 

A purposive sampling technique was applied, as the study requires 

female respondents who actively perform leadership roles and have 

experience using digital technology in business operations. The sample 

size follows the SEM-PLS rule of thumb, requiring 5–10 times the 

number of indicators (Hair et al., 2019). With 24 indicators, the 

minimum sample size required was 120 respondents. 

 

3.3 Types and Sources of Data 

This study utilizes: 

1. Primary data, collected through online and face-to-face 

questionnaires distributed to women SME owners in Medan 

City. 

2. Secondary data, obtained from SME documentation, reports 

from the Office of Cooperatives and SMEs, and relevant 

academic publications . 

 

3.4 Data Analysis Technique 

Data analysis was conducted using Structural Equation Modeling–

Partial Least Squares (SEM-PLS) with SmartPLS software. SEM-PLS was 

selected due to its suitability for complex structural models, moderate 

sample sizes, and exploratory–predictive research objectives (Hair et al., 

2021). Furthermore, SEM-PLS enables the estimation of both direct and 

indirect (mediating) effects, aligning with the objectives of this study. 

The analysis was conducted in two main stages: 
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1. Measurement model (outer model) evaluation, and 

2. Structural model (inner model) evaluation. 

 

3.5 Data Collection Technique 

Data were collected using a structured questionnaire measured on a 

Likert scale ranging from 1 to 5 (1 = strongly disagree to 5 = strongly 

agree). The research instrument was adapted from validated indicators 

used in prior studies to ensure construct validity. Prior to the main 

survey, a pilot test was conducted among a small group of women SME 

owners to ensure clarity of wording and initial reliability of the 

instrument. 

 

Table 2. Socio-Demographic Profile of Respondents (n = 120) 

Characteristics Category Frequency 
(n) 

Percentage 
(%) 

Age < 25 years 10 8.3 
25–34 years 30 25.0 
35–44 years 42 35.0 
45–54 years 26 21.7 
≥ 55 years 12 10.0 

Education 
Level 

Junior/Senior High 
School 

38 31.7 

Diploma 26 21.7 
Bachelor’s Degree 46 38.3 
Postgraduate 
(Master/Doctorate) 

10 8.3 

Marital Status Single 22 18.3 
Married 86 71.7 
Divorced/Widowed 12 10.0 

Type of 
Business 

Culinary 50 41.7 
Trade 36 30.0 
Creative Services 34 28.3 

Years of 
Operation 

< 3 years 28 23.3 
3–5 years 38 31.7 
6–10 years 36 30.0 
> 10 years 18 15.0 

Number of 
Employees 

1–2 persons 54 45.0 
3–5 persons 42 35.0 
> 5 persons 24 20.0 

Digital 
Technology 
Usage 

Basic (WhatsApp, 
Marketplace) 

46 38.3 

Intermediate 
(Social Media, E-
wallet) 

52 43.4 

Advanced (Digital 
Advertising) 

22 18.3 

Source: Research Findings, 2025 (processed data) 

 

The respondent profile indicates that most women-owned SMEs in 

Medan City are in the productive age range (35–44 years) and have 

operated for more than three years. Respondents generally possess 

adequate educational backgrounds, dominated by diploma and 

bachelor’s degree holders. Most SMEs operate in the culinary and trade 

sectors and utilize digital technology at basic to intermediate levels, 

indicating significant opportunities to strengthen digital capability 

through effective women’s leadership. 

 

3.6 Measurement Model 

The measurement model was employed to assess the validity and 

reliability of the research constructs prior to structural analysis. 

Convergent validity was evaluated using factor loadings and Average 

Variance Extracted (AVE), while construct reliability was assessed using 

Cronbach’s Alpha and Composite Reliability (CR). 

All indicators demonstrated standardized factor loadings above 

0.70, indicating strong indicator representation of their respective 

constructs. AVE values for all constructs exceeded 0.50, confirming that 

the constructs explained more variance than measurement error (Hair 

et al., 2021). Additionally, Composite Reliability and Cronbach’s Alpha 

values for all constructs were above 0.70, indicating good internal 

consistency (Fornell & Larcker, 1981). 

 
Figure 2. Standardized measurement model 

Source: Research Findings, 2025 (processed data) 

 

Table 2. Summary of the measurement model 

Variable Indicator Loading AVE CR Cronbach’s 
Alpha 

Women’s 
Leadership 
(X1) 

X1.1 0.920 0.79 0.95 0.94 
X1.2 0.916 

   

X1.3 0.915 
   

X1.4 0.860 
   

X1.5 0.879 
   

Digital 
Capability 
(X2) 

X2.1 0.880 0.75 0.94 0.92 
X2.2 0.889 

   

X2.3 0.852 
   

X2.4 0.826 
   

X2.5 0.851 
   

Job 
Satisfaction 
(Z) 

Z.1 0.852 0.74 0.93 0.91 
Z.2 0.854 

   

Z.3 0.871 
   

Z.4 0.857 
   

Z.5 0.862 
   

SME 
Performance 
(Y) 

Y.1 0.852 0.71 0.92 0.90 
Y.2 0.865 

   

Y.3 0.864 
   

Y.4 0.802 
   

Y.5 0.806 
   

 

Overall, the measurement model evaluation confirms that all 

indicator loadings exceed the recommended threshold of 0.70, 

indicating strong convergent validity. AVE values for all constructs are 

above 0.50, while CR and Cronbach’s Alpha values exceed 0.70, 

demonstrating satisfactory internal consistency and reliability. 

Therefore, the measurement model is deemed valid and reliable for 

subsequent structural model analysis. 

Results and Discussion 

4.1 Structural Model Analysis and Hypothesis Testing 

The analysis of research results was conducted using the Structural 

Equation Modeling–Partial Least Squares (SEM-PLS) approach to 

examine the relationships among variables in the proposed conceptual 

model. The analysis stages consisted of the evaluation of the 

measurement model (outer model) and the structural model (inner 

model). 

All indicators of the research variables were confirmed to be valid 

and reliable, having met the criteria for factor loadings, Average 

Variance Extracted (AVE), Composite Reliability (CR), and Cronbach’s 

Alpha in accordance with established standards. Subsequently, the 

structural model evaluation was performed to assess the strength of 

relationships among variables through the estimation of path 

coefficients, t-statistics, and p-values using the bootstrapping technique. 

The hypothesis testing results indicate that most of the proposed 

paths in the model demonstrate statistically significant relationships, 

both for direct and indirect effects. The empirical findings for the direct 

effects are presented in Table 3. 
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Table 3. Direct Effects (Hypotheses 1 to 5) 
Path Origina

l 
Sample 

(O) 

Sampl
e 

Mean 
(M) 

STDE
V 

T 
Statistic

s 

P 
Value

s 

Decision 

Women’s 
Leadership 
→ Job 
Satisfaction 

0.50
7 

0.512 0.08
3 

6.108 0.00
0 

Accepte
d 

Digital 
Capability 
→ Job 
Satisfaction 

0.35
0 

0.346 0.09
1 

3.846 0.00
0 

Accepte
d 

Job 
Satisfaction 
→SME 
Performanc
e 

0.57
2 

0.569 0.07
4 

7.730 0.00
0 

Accepte
d 

Women’s 
Leadership 
→SME 
Performanc
e 

0.10
7 

0.112 0.08
9 

1.202 0.22
9 

Rejecte
d 

Digital 
Capability 
→ SME 
Performanc
e 

0.27
8 

0.281 0.08
6 

3.233 0.00
1 

Accepte
d 

Source: Research Findings, 2025 (processed data) 
 

The results of the direct effects testing indicate that most 

hypothesized relationships among variables in the structural model are 

statistically significant. The analysis was conducted using the SEM-PLS 

bootstrapping procedure at a 5 percent significance level. 

The effect of women’s leadership on job satisfaction is positive and 

statistically significant (β = 0.507; t = 6.108; p < 0.001). This finding 

suggests that more effective leadership practices by women SME owners 

lead to higher levels of job satisfaction within business activities. 

Leadership characterized by supportive, participative, and relationship-

oriented behaviors contributes to creating a more comfortable and 

meaningful work environment. 

Furthermore, digital capability also has a positive and significant 

effect on job satisfaction (β = 0.350; t = 3.846; p < 0.001). This result 

indicates that the ability of SME owners to effectively utilize digital 

technology enhances work efficiency, reduces operational burdens, and 

increases confidence in managing the business, which ultimately 

improves job satisfaction. 

The analysis of the effect of job satisfaction on SME performance 

reveals a positive and significant relationship with a relatively strong 

coefficient (β = 0.572; t = 7.730; p < 0.001). This finding confirms that 

job satisfaction is a key factor driving improvements in SME 

performance, including productivity, service quality, and business 

sustainability. 

In contrast, the direct effect of women’s leadership on SME 

performance is not statistically significant (β = 0.107; t = 1.202; p = 

0.229). This result indicates that women’s leadership alone does not 

directly explain variations in SME performance within this research 

model. It suggests that SME performance is not determined solely by 

leadership characteristics but is likely influenced by other intervening 

factors in business management processes. 

Meanwhile, digital capability has a positive and statistically 

significant direct effect on SME performance (β = 0.278; t = 3.233; p = 

0.001). This finding demonstrates that the effective adoption and 

management of digital technology directly enhance business 

performance, particularly in terms of operational efficiency, marketing 

effectiveness, and customer management. 

 

 

 

 

 

 

4.2 Indirect Effects Analysis 

The results of the indirect effects testing are presented in Table 4. 

 

Table 4. Indirect Effects (Hypotheses 6 to 7) 

Path Origina
l 
Sample 
(O) 

Sample 
Mean 
(M) 

ST
DE
V 

T 
Statistic
s 

P 
Value
s 

Decisio
n 

Women’s 
Leadership 
→Job 
Satisfaction 
→SME 
Performanc
e 

0.290 0.292 0.0
61 

4.754 0.000 Accepte
d 

Digital 
Capability → 
Job 
Satisfaction 
→SME 
Performanc
e 

0.200 0.197 0.0
58 

3.448 0.001 Accepte
d 

Source: Research Findings, 2025 (processed data) 

 

The indirect effects analysis indicates that job satisfaction plays a 

significant mediating role in the relationship between women’s 

leadership and SME performance. The indirect effect of women’s 

leadership on SME performance through job satisfaction is positive and 

statistically significant (β = 0.290; t = 4.754; p < 0.001). This finding 

suggests that the influence of women’s leadership on SME performance 

occurs through the enhancement of job satisfaction in business 

activities. 

Similarly, the results demonstrate that digital capability indirectly 

affects SME performance through job satisfaction. The indirect effect is 

positive and statistically significant (β = 0.200; t = 3.448; p = 0.001). This 

indicates that improvements in digital capability contribute to SME 

performance by enhancing perceived working conditions and work 

experiences. 

Overall, the indirect effects results confirm that job satisfaction 

functions as an intervening (mediating) variable in the relationships 

between women’s leadership and digital capability on SME performance. 

These findings provide empirical evidence of the importance of 

psychological work-related factors in explaining the mechanisms 

through which managerial and technological variables influence SME 

performance. 

Disscussion 

This study aims to analyze the influence of women’s leadership and 

digital capability on the performance of women-owned MSMEs (Micro, 

Small, and Medium Enterprises) in the city of Medan, both directly and 

indirectly through job satisfaction as an intervening variable. Overall, 

the findings indicate that MSME performance is not only influenced by 

structural and technological factors, but is also strongly determined by 

the psychological work conditions experienced by business actors. 

The results show that women’s leadership has a positive and 

significant effect on job satisfaction. This finding indicates that women’s 

leadership styles, which tend to be collaborative, empathetic, and 

relationship-oriented, are able to create a more supportive and 

conducive work environment. In the context of women-owned MSMEs, 

leadership that emphasizes involvement, open communication, and 

emotional support becomes an important factor in enhancing job 

satisfaction. 

These findings are consistent with social role theory and the concept 

of relational leadership, which suggest that female leaders tend to 

emphasize relationship quality and social support in leadership 

processes (Eagly & Carli, 2007). Previous studies have also found that 

relationship-oriented leadership has a significant influence on job 

satisfaction, particularly in small organizations and micro-enterprises 

(Javed et al., 2019). 
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This study also finds that digital capability has a positive and 

significant effect on job satisfaction. This indicates that the ability of 

MSME actors to effectively utilize digital technology can improve work 

efficiency, accelerate business processes, and reduce operational 

pressure. These conditions contribute to a more positive work 

experience and increase job satisfaction. 

From the perspective of dynamic capability theory, digital capability 

enables organizations to adapt quickly to changes in the business 

environment and improve operational effectiveness (Teece, 2007). In 

addition, job characteristics theory explains that the appropriate use of 

technology can enhance feelings of control, competence, and 

meaningfulness at work, which in turn positively affects job satisfaction 

(Hackman & Oldham, 1976). These findings are also supported by 

empirical research showing that digital capability contributes to better 

psychological work conditions (Chatterjee et al., 2021). 

The results further indicate that job satisfaction has a positive and 

significant effect on MSME performance. This finding confirms that 

MSME actors who are satisfied with their working conditions, roles, and 

business outcomes tend to demonstrate better performance, both in 

terms of productivity, service quality, and business sustainability. 

These findings are in line with value–percept theory proposed by 

Locke (1976), which states that job satisfaction is an emotional response 

to work experiences and is an important determinant in encouraging 

productive work behavior. A meta-analysis by Judge et al. (2001) also 

shows that job satisfaction has a strong relationship with performance, 

including in the context of small and medium enterprises. 

Contrary to the initial hypothesis, the results show that women’s 

leadership does not have a significant direct effect on MSME 

performance. This finding indicates that leadership, although important, 

is not sufficient by itself to directly improve business performance 

without being supported by adequate internal mechanisms. 

This result aligns with Yukl’s (2013) view that the influence of 

leadership on performance is generally indirect and operates through 

psychological variables such as job satisfaction, motivation, and 

commitment. In the context of women-owned MSMEs, effective 

leadership needs to first be translated into positive work experiences 

before it can have a tangible impact on business performance. 

In contrast, digital capability is proven to have a positive and significant 

direct effect on MSME performance. This finding indicates that mastery and 

utilization of digital technology provide tangible benefits in improving 

operational efficiency, expanding market reach, and enhancing service 

quality. 

These findings support previous studies that emphasize digital 

capability as an important determinant of MSME performance in the 

digital economy era (Chatterjee et al., 2021). In the context of Medan 

City, which is undergoing digital transformation, digital capability 

becomes a strategic factor that directly contributes to the success of 

women-owned MSMEs. 

The results of the indirect effects testing show that job satisfaction 

plays a significant role in explaining the influence of women’s leadership 

and digital capability on MSME performance. Theoretically, the role of 

job satisfaction as an intervening variable has a strong foundation in 

human resource management literature. Locke (1976) explains that job 

satisfaction functions as a psychological mechanism that bridges work 

experiences with work behavior and outcomes. 

Furthermore, Yukl (2013) emphasizes that leadership influences 

performance primarily through changes in individual attitudes and 

psychological conditions, including job satisfaction. In the context of 

digital capability, dynamic capability theory (Teece, 2007) explains that 

organizational capabilities must be translated into effective work 

processes and be positively perceived by business actors in order to 

impact performance. A number of empirical studies also show that job 

satisfaction often functions as a mediator between managerial factors 

and performance (Judge et al., 2001; Javed et al., 2019). 

Thus, the findings of this study reinforce the view that improving the 

performance of women-owned MSMEs depends not only on leadership 

quality and technological mastery, but also on how these working conditions 

are perceived and interpreted by business actors. Job satisfaction becomes a 

key element in explaining the internal mechanisms that link leadership and 

digital capability to the performance of women-owned MSMEs in the city of 

Medan. 

Conclusions and Recommendations 

This study aims to analyze the influence of women’s leadership and 

digital capability on MSME performance, with job satisfaction as an 

intervening variable, among women-owned MSMEs in the city of Medan. 

The results reveal several important findings. First, women’s leadership 

has a positive and significant effect on job satisfaction. This finding 

indicates that women’s leadership styles, which tend to be participative, 

supportive, and oriented toward interpersonal relationships, are able to 

create a sense of comfort and satisfaction in carrying out business 

activities. 

Second, digital capability is proven to have a positive and significant 

effect on both job satisfaction and MSME performance. This confirms 

that the ability of MSME actors to understand, utilize, and integrate 

digital technology is a key factor in improving work effectiveness and 

business performance outcomes. In contrast, the direct effect of 

women’s leadership on MSME performance is not statistically 

significant. This finding suggests that leadership does not automatically 

have a direct impact on performance, but rather operates through 

certain internal mechanisms. 

The results of the indirect effect testing show that job satisfaction 

plays a significant role as an intervening variable in the relationship 

between women’s leadership and MSME performance, as well as 

between digital capability and MSME performance. Thus, job satisfaction 

becomes a key factor that bridges the influence of leadership and digital 

capability on improving the performance of women-owned MSMEs in 

the city of Medan. 

 

Implications 

Theoretically, this study contributes to the development of research 

on MSME performance and women’s leadership by emphasizing the role 

of job satisfaction as an important psychological mechanism in 

explaining the relationship between leadership, digital capability, and 

business performance. These findings support the attitude–behavior 

framework, which suggests that positive job attitudes encourage more 

productive work behavior and ultimately lead to improved performance. 

Practically, the results provide implications for women MSME actors 

to focus not only on technical aspects of business operations, but also on 

strengthening leadership quality and psychological working conditions. 

Leadership that fosters open communication, provides emotional 

support, and involves business members in decision-making can 

enhance job satisfaction and ultimately improve business performance. 

In addition, improving digital capability through training, mentoring, 

and continuous learning is a strategic necessity, given its significant 

direct and indirect effects on MSME performance. 

For policymakers and MSME support institutions, these findings 

highlight the importance of designing integrated empowerment 

programs for women-owned MSMEs that encompass leadership 

development, enhancement of digital capabilities, and attention to the 

welfare and job satisfaction of business actors. 

This study also has limitations, particularly the use of cross-

sectional data, which restricts the ability to draw causal conclusions. 

Therefore, future research is recommended to employ longitudinal 

designs and include additional variables, such as organizational culture 

or external support, to enrich the understanding of factors influencing 

the performance of women-owned MSMEs. 

 

Recommendations 

Women-owned MSMEs are advised to implement more open and 

participative leadership by building clear work communication and 

structured task allocation. MSME actors also need to gradually enhance 

their digital capabilities, particularly in online marketing, digital 

financial recording, and business operational management. In addition, 
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creating a comfortable and mutually supportive work environment 

should be a priority in order to increase job satisfaction and enable 

sustainable business performance growth. 

The Medan City Government and MSME support institutions are 

encouraged to design integrated empowerment programs for women-

owned MSMEs by combining practical leadership training, digital 

capability enhancement, and business management mentoring. Digital 

training programs should not only focus on online marketing, but also 

on the use of digital applications for financial recording and operational 

management. Furthermore, MSME assistance policies should pay 

attention to the welfare and job satisfaction of business actors as part of 

a strategy to enhance performance and sustainability of women-owned 

MSMEs in the city of Medan. 
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