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Abstract: - This research article examines competency development and digital transformation, human  
resource creativity, and employee performance in Batik small and medium entrepreneurs (SMEs). Batik SMEs  
in Pekalongan, Central Java Province, Indonesia were chosen as subjects. Total 1823 Batik SMEs. A sample  
27

of 95 Batik SMEs was taken randomly, 95 questionnaires were distributed, and all were collected. This study  
concludes that: there is an important role for competency development and digital transformation in  

222222222222

increasing human resource creativity, and human resource creativity has a positive effect on employee  
performance; Human resource creativity plays a mediating role in the influence of competency development  
and digital transformation on employee performance in UKM Batik Pekalongan, Indonesia. The research  
findings provide Batik SMEs in Pekalongan, Indonesia with a clear understanding of the relationship between  

8

employee performance, human resource creativity, and competency development in the context of digital  
222222222222

transformation. This understanding enables the development of strategies and plans aimed at enhancing  
employee performance.  

Key-Words: - Batik, competency, creativity, digital, employee, human resource, performance.  
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The implementation of digital transformation  
cannot be separated from employee competence.  

1 Introduction  
The development of digital technology has  

Therefore,   developing   human   resource  brought revolutionary changes to the business  
40

sector. Internet of Things (IoT), automation, big  
data analysis, and artificial intelligence (AI) are  
digital technologies as characteristics of Industry  
4.0, [1]. This condition requires organizations to  
change in their operational activities, especially  
when communicating with consumers, [2]. [3],  
[4]. This development is a challenge for Batik  

222222222222

small and medium enterprises (SMEs) in  
Pekalongan as they seek to make changes towards  
business digitalization.  

competencies for Batik small and medium  
enterprises (SMEs) is important and an urgent  
need in order to penetrate a wider market and  
increase efficiency [4]. Digital technology  
requires the right Workforce competencies. Small  

77

and medium enterprises (SMEs) need imagination  
to produce goods that have characteristics and are  
111111111111111111

attractive to customers. Innovative creations that  
produce unique Batik motifs that follow current  
trends are needed to face increasingly competitive  
market competition. Related to this, Batik SMEs  
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need creative and innovative resources.   through the development of human resource  222222222222



creativity is a step forward that can provide new  
insights.  

To increase the competitiveness of the Batik  
222222222222

industry, Batik SMEs must carry out competency  
development, digital transformation, and increase  
resource creativity to foster innovation to improve  
employee performance, [5], [6]. Batik SME  
players must understand this, it is important as a  
relevant solution to support the success of Batik  
SMEs in navigating rapidly developing markets  
and technological advances, [7]. Therefore, the  

555

integration of digital transformation into company  
operations is very important for Batik SMEs.  

Adopting digital technology in the right way  
can increase production efficiency, gain market  
share, and increase customer contact through  
social media and digital platforms. However, a  
lack of understanding of the benefits of digital  
transformation, and concerns about the dangers  
that exist are obstacles for many batik SMEs in  
Pekalongan to transform using digital technology.  
In fact, developing resource competencies is an  
important component in achieving a successful  
digital transition, as stated by [8].  

Employees who have the knowledge, abilities,  
and skills needed in the industrial era 4.0 will be  
better prepared to face competitive technological  
advances. Therefore, to increase the sustainable  
competitiveness of Batik SMEs in the midst of the  
rapidly developing digital era, it is important to  
determine the skilled resources needed by  
providing the necessary training to their  
employees, as stated by [9], [10] so that  
performance employees increase.  

Developing the creative potential of human  
111111111111111111

resources is also essential in the face of escalating  
competition. Diverse consumer demands and ever-  
changing tastes require SMEs to create innovative  
and attractive batik designs. Therefore, stimulating  
employee creativity and providing space for the  
exploration of new ideas is important to produce  
unique and competitive batik products, [7].  

The novelty of this research is the effort to  
combine two main concepts, namely digital  
transformation and competency development,  
which is an innovative step. Digital transformation  
is a major trend in today's business world, while  
employee competency development is an  

47

important factor in improving the performance of  
555

small and medium businesses, [11]. Examining  
how digital transformation and competency  
development are related and influence each other  

2 Problem Formulation  
The application of digital technology to  
222222222222

significantly enhance and meet anticipated  
business performance and objectives is known as  
"digital transformation", [12]. Another way to  
think about digital transformation is as a process  
that uses information, computer,  communication,  
and connection Technologies to significantly alter  
an entity's attributes in an effort to better it, [13],  
[14].  

Moreover, customer experience, operational  
procedures, and business models are the three  
primary areas of the firm that are impacted by  
digital transformation, [4], [15].  

According to the several definitions given  
above,   "digital   transformation"   means  
incorporating digital technology into an  
organization's whole operating framework and  
business plan. It involves the use of information  

121212

and communications technology to change the  
way organizations operate, communicate, and  
interact with customers and business partners. The  
use of several technologies, such as cloud  

23

computing, big data, artificial intelligence, Internet  
of Things (IoT), and other digital platforms, is  
referred to as "digital transformation", [16].  

The benefits of digital transformation in Batik  
38

SMEs are how the adoption of digital technology  
555

can provide significant benefits for these  
19

businesses. Some of the benefits of digital  
111111111111111111

transformation include increasing operational  
33

efficiency, reducing costs, improving the quality  
and innovation of batik products, reaching a wider  
market through e- commerce platforms and digital  
marketing, as well as increasing customer  
interaction and engagement through social media  
and digital-based applications, [17], [18], [19].  
The big benefit of digital transformation is  
generating new ideas in the digital field due to  
increased competition, easier and cheaper services,  
and inclusiveness or a wider range of services,  
[17], [20]. Another benefit is very important for  

25

building competitive advantage and maintaining  
market competitiveness, both locally and  
internationally, [16].  
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In the current decade, the world has faced the  
digital era of "industrial revolution 4.0", namely a  
period of creation of digital technology that is all-  
sophisticated and continues to develop and is  
continuously updated. At this time, humans are  
presented with very sophisticated digital  
technology facilities complete with automation in  
their daily lives,  such as robots, artificial  

Order Thinking Skills to adapt to new problems.  
By possessing a high degree of mental capacity,  
adaptability, and methodicalness, and the ability to  
apply contemporary science (robots, artificial  
intelligence, and the internet of things), [28].  
Readiness to develop human resource (HR)  
creativity is very necessary to face challenges in  
the era of disruption 4.0 in order to improve  



intelligence, the  internet of things, and so on to  
facilitate daily activities, [1]. Human resources  
(HRM) has the main goal of securing the  
competencies needed for organizations to provide  
the expected services by mastering digital  
technology. In this industrial era 4.0, competency  
has become a key factor in human resource  
management theory, [21], [22], [23], [24]. The  
desire for a sense of efficacy and competence in  
one's use of digital technology at work, as well as  
personal development and difficulties pertaining to  
one's knowledge and talents, are all directly tied to  
competency development, [25], [26]. Workers  

36

who are highly motivated and perform effectively  
as workers will be found in environments where  
they may work as efficiently and as joyfully as  
possible. Thus, one of the main competitive  
advantages of the quality improvement approach  
that many small and medium-sized businesses  

22

(SMEs) employ is its emphasis on learning and  
competency development. The primary instrument  
for establishing learning objectives and helping  
staff members retain and advance their proficiency  
with digital technology is the competency  

sustainable SME performance, [29], [30].  
Job satisfaction, digital transformation, and  

222222222222

organizational commitment are used as  
theoretical basis to explain the relationship  
between digital transformation, employee  

a

competency, creative development of human  
resources (HR), and employee performance in  
batik SMEs in Pekalongan, [31],  [32] as a basis  
for preparing the following hypothesis.  

H :  Digital transformation has the effect of  1
increasing the development of human resource  

111111111111111111

creativity.  
H :  Competency development has a positive  2
effect   on the development of human resource  
creativity.  
H : Developing human resource creativity has an  3
impact on improving employee performance.  
H :  Digital transformation has the effect of  4
improving employee performance through  
developing human resource creativity.  
H : Competency development has an effect on  5
improving employee performance through  
developing human resource creativity.  development   plan.   Prioritize   competency  

development in small and medium enterprises  
222222222222

(SMEs). Means theoretical input, practical work  
training, and experience with colleagues in the  
team. Consequently, competency development  
may improve staff members' sense of  
collaboration.  

Developing creativity and innovation in  
human resources (HRM) in the context of SMEs.  
batik. This involves understanding how  

121212

organizations can create an environment that  
supports innovation, provides space for employees  
to be creative, and stimulates their creative  
abilities in producing innovative and attractive  
batik designs, [15], [27]. It is anticipated that the  
evolution of human resource creativity will be  
able to adjust to the industrial revolution paradigm.  
Human resources are given top priority in the  
77

industrial age 4.0 so they may use their High  

3 Problem Solution  
This research uses quantitative methods with a  
28

population of Batik SMEs in Pekalongan, Indonesia.  
As explained by [33] in quantitative research the  
sample is a selected group of people from the  
population whose information is extracted.  

Quantitative research according to [34] is  a  
scientific investigation that measures data to  
investigate problems using population samples.  
In this research, quantitative methods are used  to  

41

measure the influence of competency and digital  
transformation on the development of human  

111111111111111111

resource creativity and its influence on employee  
performance in Batik SMEs in Pekalongan,  
Indonesia. To explain the relationship between the  
variables investigated, namely competency and  
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digital transformation, the development of human  
resource creativity and employee performance was  
carried out  using a qualitative descriptive design.  

The 1823 SMEs in Pekalongan that are involved  
121212

in the batik industry make up the research  
population. The Slovin method [34]  was used to  
calculate the number of study samples: n = N/(1 +  
Ne ), n = 1823/(1 + 1823*(0.1) = 94,80, rounded  2 2 

up to 95 SMEs.  In the meanwhile, the sampling  
method makes use  of purposive sampling, [35].  
The degree to which each variable is perceived by  
the responder  is gauged using the Likert scale.  
Meanwhile, data analysis uses regression with  the  
following formulation:  

variables can be used as measuring tools and are  
not influenced by other factors.  

4.2 Regression Test Results  
The results of regression testing are presented  
in Table 3 (Appendix) and Table 5.  

Based on Table 3 (Appendix), it can be seen  
666

that the standardized regression equation formed  
is:  

EP = 0.415TD + 0.411CD + e   (3)  

Based on the calculation results of the  
1616

multiple linear regression equation above, it shows  
30

that the digital transformation (DT) regression  
coefficient is positive = 0.415. Thus, if digital  111111111111111111DHC = a11 + b11DT + b12CD + e11  (1)  



transformation increases, the development of  
111111111111111111

human resource creativity (DHC) will increase.  
Meanwhile, the competency development (CD)  
regression coefficient is positive = 0.411, this  
means that if competency development increases,  
the development of human resource creativity  
(DHC) will also increase.  

EP = a22 + b21DHC + e22   (2)  

Where DHC is the development of human  
resource creativity, DT is digital transformation,  
DC is competency development, and EP is  
employee performance.  

Testing the strength of the relationship  
between DT and DH, CD and DHC, and DHC and  
EP used the Chi-square test [36], while mediation  
testing used the Sobel test, [37].  

Table 4. R Square  

Model  
1

R
4444

R Square   Adjusted R Square  
,588 ,579  ,767a  

The results of the determination coefficient  
test of regression equation 1 in Table 4 show an  
Adjusted R Square value of 0.579. Thus, the  

4 Results and Discussion  

4.1 Validity and Reliability Test  
influence   of   digital   transformation   and  The purpose of this test is to evaluate how well  

measuring devices capture the idea of the event  
being measured. Factor analysis is used in validity  
testing to ascertain whether the questions used can  
verify a factor or variable, [38]. By using this  
approach, the KMO used to calculate the  
responder sample's adequacy value. The findings  
and validity assessments obtained by examining  
KMO-MSA are as follows:  

111111111111111111

competency development on the development of  
human resource creativity is 57.9%.  

Table 5. Regression test results 2  

Standardized  
Variable   Coefficients   t Sig  

Beta  
(Constant)  
Development  
of Human  
Resource  
Creativity  
(DHC)  

4.285   0.000  
The validity test results in Table  1

(Appendix) show that the Kaiser Meyer Olkin  
Measure of Sampling (KMO-MSA) value for all  

46

research variables is >0.5 so the instrument used is  
accurate.  

Next is the reliability test, this test uses  
Cronbach alpha [39], as presented in Table 2  

666

(Appendix). From Table 2 (Appendix) it can be  
seen that all the variables studied provide  
Cronbach alpha values above 0.70 so that all  

0.614   7.492   0.000  

Dependent variable: Employee performance.  

Based on Table 5, it can be seen that the  
standardized form of the regression equation  

111111111111111111

formed is: EP = 0.614DHC + e. The regression  
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coefficient for the development of human resource  
creativity (DHC) is positive (0.614), meaning that  

1414

if the development of human resource creativity  
(DHC) increases, employee performance (EP) will  
increase.  

Table 8 above shows the results of the chi-  
square test of the relationship between CD and  

1010

DHC with a significance level of 0.00. Thus, the  
relationship between CD and DHC is strong.  

Table 9. Chi-Square Tests: DHC with EP  
Table 6. R Square   Asymptoti c  

Significanc  
e (2-sided)  Model  

1

R R Square  

0.376  

Adjusted R Square  

0.370  
Value   df  

0.614a  
Pearson  
Square  

Chi- 156.318   70   0.000  
a

Regression equation 2 produces an Adjusted R  
Square value of 0.376 as in Table 6. Employee  
performance is influenced by human resource  
creativity by 37.0%.  

Likelihood Ratio  
Linear-by-Linear  
Association  
N of Valid Cases  
4444

73.955  
35.382  

70  
1

0.350  
0.000  

95  
a. 87 cells (98,9%) have an expected count of less  
than 5. The minimum expected count is ,01.  4.3 Chi_Square Table  

The chi-square test results are shown in Table  
7, Table 8 and Table 9.   From Table 9 you can see the results of the  

222222222222

chi- square test of the relationship between DHC  
and EP with a significance level of 0.00. This also  
indicates that the relationship between DHC and

Table 7. Chi-Square TEST; TD with DH  
Asymptotic  



indicates that the relationship between DHC and  
EP is strong.  

y p
Significance  

Value   df   (2-sided)  
Pearson Chi-Square  
Likelihood Ratio  
Linear-by-Linear  
Association  

372,074 140  a 

133,576 140  
,000  
,637  
,000  

4.4 Sobel Test  
47,639   1 The impact of digital transformation (DT) on  

worker performance (EP) via fostering creativity  
in human resources (DHC).  N of Valid Cases  

4444
95  

a. 165 cells (100,0%) have expected count less than 5.  
The minimum expected count is ,01.  

The chi-square test results of the relationship  
222222222222

between TD and DH in Table 7 show a  
significance level of 0.00, which means the two  
variables have a strong relationship.  

Table 8. Chi-Square Tests: CD with DHC  
Asymptotic  

Value   df Significance 2-  
sided)  

Fig. 1: Sobel test of digital transformation on  
employee performance  

Pearson  
Square  

Chi- 235.297a   90   ,000  

Likelihood Ratio  
Linear-by-Linear  
Association  

124.082  
47.468  

90  
1

,010  
,000   The Sobel test results in Figure 1 (37) show  

that the influence of digital transformation (DT)  
on employee performance (EP) through the  

111111111111111111

development of human resource creativity (DHC)  
is significant.  

N of Valid Cases  
4444

95  

a. 110 cells (100,0%) have an expected count of less than  
5. The minimum expected count is .02.  
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activities optimally, safely and comfortably.  
The findings of this study corroborate those of  
1818

studies by [39] and [42], which demonstrate that  
the development of human resource capabilities is  
111111111111111111

positively impacted by digital transformation.  
The t-test result of the effect of developing  

human resource creativity (DHC) on employee  
performance (EP) is 0.004.  Meanwhile, the ß value  
is positive at 0.298.  Thus, developing human  
resource creativity has  a proven effect on improving  
employee performance, so hypothesis 3 is accepted.  

Encouragement makes employees do things in  
a certain way and achieve certain goals, namely  
increasing employee creativity. This implies that  

39

any improvement in the creative development of  
human resources will result in a highly noticeable  
improvement in the way that employees perform  
when doing their jobs. A person wants to do  
something, while a motive is a need, desire, urge,  
or impulse that an individual has that can stimulate  

1111

him to carry out actions or something that  
becomes the basis or reason for someone to  
behave or do something. The findings of this study  

1818

corroborate those of studies by [43], [44] and [45],  
which demonstrate that improving  employee  
performance is a benefit of fostering creativity in  
human resources.  

The Sobel test results show that employee  
31

performance (EP) is significantly influenced by  
di i l f i (DT) h h i i

Fig. 2: Sobel test of competency development on  
employee performance  

The next Sobel test result in Figure 2 (37) is that  
the influence of competency development (CD) on  
employee performance (EP) through the  
development of human resource creativity (DHC)  
is also significant.  

Based on the results of the t-test, it is known  
1010

that the Sig-t value for the influence of digital  
222222222222

transformation (DT) on the development of human  
111111111111111111

resource creativity (DHC) is 0.002 < 0.05 with a  
positive   ß value of 0.330. Thus digital  

222222222222

transformation has a positive effect so hypothesis  
1 is accepted.  

Digital Transformation has an important role  
1111

in improving employee performance, because  
digital transformation in work has a positive  

111111111111111111

i f h



digital transformation (DT) through increasing  
human resource creativity (DHC). This  
demonstrates how employee performance (EP)  
may be positively impacted by the development of  

111111111111111111

human resource creativity (DHC). Human  
resources must quickly undergo a revolution in  
order to adapt to the era of digital transformation.  

222222222222

This revolution has to entail a change in mindset  
111111111111111111

as much as a technological one. Batik SMEs need  
human resources that are highly competitive,  
imaginative, and creative in line with  
technological improvements if they are to operate  
effectively and be prepared to face the challenges  
of the disruption 4.0 age. One factor that may be  

1414

used to improve the performance of SMEs is the  
111111111111111111

development of human resource creativity (DHC)  
[19], [46].  

impact on performance,   so   that  
increasing digital  transformation can improve  
employee performance. The results of this study  

666

are in line with research conducted by [40].  
111111111111111111

The results of the t-test on the influence of  
competency   development   (CD)   on   the  
development of human resource creativity (DHC)  
are 0.002 < 0.05. The ß value of competency  
development (CD) is positive at 0.571. Thus,  
competency development has a positive and  

32

significant influence, so hypothesis 2 is accepted.  
The proper implementation of digital  

transformation has  a maximum impact on  
employee capabilities, thereby directly influencing  
employee behavior, [41]. This can have an impact  
on work morale which can increase human  
resource competency. A person is able to carry out  

33

their work well, so that optimal results are  
achieved, if this is supported by digital  
transformation as a means of working. Digital  
transformation is said to be successful or  
appropriate if employees can carry out their  

44

The findings of the Sobel test also show that  
1616

competence development (CD) significantly  
affects employee performance (EP) in both one-  
and two- tailed probability through the  

111111111111111111

development of human resource creativity (DHC).  
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This demonstrates how employee performance  
(EP) may be significantly impacted by the  
development of human resource creativity (DHC).  
A highly competent individual has a positive  
outlook on their work.  
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This   study   investigates   how   employee  
performance in small and medium-sized batik  
businesses may be impacted by competency  
development and digital transformation, as well as  

13

how they may encourage human resource  
innovation. The hypothesis about the influence of  
multilevel regression is supported by these results,  
which show the function of creative human  
resource development as a mediator in affecting  
employee performance. Employee performance is  
positively impacted by digital transformation and  
competence development, which also positively  
impact the growth of human resource innovation.  
By using Sobel testing, it was discovered that  
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APPENDIX  

Table 1. Validity test results  
Variable   Indicator KMO   Factor  

Loading  
0.646  

Conclusion  

TD1.1  
TD1.2  
TD1.3  

Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
Valid  
valid  
valid  
valid  
valid  
valid  

Digital Tranformation (DT)   0.770  
0.718  
0.756  
0.793  
0.678  
0.835  
0.764  
0 .741  
0.794  
0.657  
0.772  
0.822  
0.828  
0.846  
0.849  

0.819  
TD1.4  
TD1.5  
CD2.1  

Competency Development  
(CD)  

0.736  CD2.2  
CD2.3  
CD2.4  

DHC1.1  Development of Human  
Resource Creativity  
(DHC)  

0.759  

0.707  

DHC1.2  
DHC1.3  
DHC1.4  

EP.1  Employee Performance  
(EP)   EP.2  

Y.3  

Table 2. Reliability test results  
Variable   Cronbach's   Limit Value   Conclusion  

Alpha  

Digital Tranformation (DT)  
Competency Development (CD)  
Development of  

0.781  
0.749  
0.757  

Reliable  
Reliable  
Reliable  

0.7  

Human Resource Creativity  
(DHC)  
Employee Performance (EP)   0.792   Reliable  

Table 3. Regression test results 1  
Coefficients  a 

Model   Unstandardized  
Coefficients  
B

Standardized  
Coefficients  

Std. Error  Beta  

t Sig.  

2.624  
4.297  

0.010  
0.000  

(Constant)  
Digital  

8.069  
0.252  

2.685  
0.076   0.415  

Tranformation  
(DT)  

0.411   4.250   0.000  Competency   0.329   0.055  
Development (CD)  

Dependent variable: Development of human resource creativity (DHC)  
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