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Abstract
This study examines the effect of digital competence and digital literacy on employability, with
self-efficacy as a mediating variable among fresh graduates in Madiun City, grounded in the
high unemployment rate among university graduates despite their adequate education level,
which points to a skill mismatch between digital competence and industry needs. This study
uses a quantitative method with a causal associative design, a sample of 100 fresh graduates
selected through purposive sampling, and data analyzed using Partial Least Squares Structural
Equation Modeling (PLS-SEM) with SmartPLS 4. Results show that digital competence and
digital literacy have a positive and significant effect on self-efficacy and employability, self-
efficacy has a positive and significant effect on employability and shows the strongest direct
effect in the model, and self-efficacy also partially mediates the effect of digital competence
and digital literacy on employability, so that all seven hypotheses are supported. These findings
support Human Capital Theory and Social Cognitive Theory, proving that digital competence
alone is not enough to raise job competitiveness, while self-confidence stands out as the
psychological factor that most shapes job readiness among fresh graduates in the digital era.

Keywords: Digital Competence, Digital Literacy, Self-Efficacy, Employability, Fresh
Graduate.

A. INTRODUCTION
Background and Phenomenon

The Industrial Revolution 4.0 and the accelerated adoption of artificial intelligence are
fundamentally transforming the global job market landscape. The World Economic Forum
projects that automation will displace 92 million traditional jobs while simultaneously creating
170 million new roles between 2025 and 2026 (Leopold, 2025). McKinsey Global Institute
(2023) estimates that generative Al could automate work activities that currently consume 60

to 70% of employee time. Goldman Sachs even projects an impact on 300 million full-time
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jobs worldwide (Kiderlin, 2023). Displaced roles tend to involve routine tasks, whereas
emerging jobs demand high digital competency.

Indonesian labor data reinforce this reality. Statistics Indonesia (2026) recorded a youth
open unemployment rate of 4.68% out of a total labor force of 154.91 million in May 2026.
Paradoxically, unemployment is higher among highly educated groups: the open
unemployment rate for university graduates reached 5.39%, compared to 2.30% for primary
school graduates. This paradox indicates that an academic degree no longer guarantees job
absorption a structural phenomenon recognized as a skill mismatch between university output
and industry needs in the digital era.

At the regional level, East Java recorded an open unemployment rate of 3.55% in May
2026, while the NEET rate (youth not in employment, education, or training) reached 16.76%
(Statistics Indonesia, 2026). Madiun City recorded an open unemployment rate of 4.29%,
exceeding the provincial average. Data from the Department of Manpower, Cooperatives,
Small and Medium Enterprises of Madiun City showed that Naker Fest 2025 attracted 1,440
job seekers competing for 3,482 vacancies across 67 companies. This demonstrates that job
availability alone cannot solve unemployment; the structural gap between graduate
qualifications and industry-required digital competencies remains a core issue.

Labor trend surveys in 2026 report that 75% of companies consider new graduates
academically well-prepared but struggles when using industry-standard software (Masoem
University, 2026). LinkedIn survey data show that 65% of companies face difficulties finding
job-ready fresh graduates, while 70% of fresh graduates feel overwhelmed by the gap between
academic curricula and industry demands (Biztech Academy, 2025). Furthermore, the 2025
Indonesian Digital Society Index noted a drop in digital literacy scores from 58.25 to 49.28
points (Tempo, 2025). These metrics confirm that the digital skill gap is an empirical reality
rather than a theoretical assumption.

Theoretical Framework

Human Capital Theory (Becker, 1993) views individuals as economic assets whose value

increases through investment in knowledge and skills. In the digital era, digital competence and

digital literacy represent concrete forms of human capital investment. Digital competence is
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defined as the confident, critical, and responsible use of digital technologies for work and
societal participation (Vuorikari et al., 2022). Digital literacy reflects the cognitive ability to
critically understand, evaluate, and filter digital information (Gilster & Watson, 1997).

Social Cognitive Theory (Bandura, 1989) posits that technical skills alone do not
guarantee optimal performance. Individuals require self-efficacy the belief in their ability to
execute tasks successfully (Bandura, 1994). Self-efficacy develops through mastery
experiences, which are direct experiences of success in completing tech-based tasks.
Employability, as the dependent variable, represents an individual's readiness and capacity to
gain, maintain, and create job opportunities (Fugate et al., 2004).

Previous studies present inconsistent findings. Suhada et al. (2025) found that digital
competence had no significant effect on employability. Diana et al. (2025) showed that digital
literacy directly affected employability, but the mediating role of self-efficacy remained
unverified. Fatihahsari and Achmad (2026) proved that digital literacy did not significantly
affect employability, either directly or indirectly. These studies evaluated variables in isolation
without examining how digital competence and digital literacy operate simultaneously through
self-efficacy mediation, particularly among fresh graduates in local urban centers like Madiun
City. This research addresses that empirical gap.

Research Objective

This study aims to provide empirical evidence regarding the effects of digital competence
and digital literacy on employability, both directly and indirectly through self-efficacy, among
higher education fresh graduates in Madiun City.

Research Hypotheses

H:: Digital competence affects self-efficacy among higher education fresh graduates in Madiun
City.

H2: Digital literacy affects self-efficacy among higher education fresh graduates in Madiun
City.

Hs: Digital competence affects employability among higher education fresh graduates in
Madiun City.
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Ha: Digital literacy affects employability among higher education fresh graduates in Madiun
City.

Hs: Self-efficacy affects employability among higher education fresh graduates in Madiun City.
He: Digital competence affects employability through self-efficacy as a mediating variable.

H7: Digital literacy affects employability through self-efficacy as a mediating variable.

B. METHOD

This study used a quantitative method with a causal associative design to examine
relationships between digital competence (X1), digital literacy (Xz), employability (), and the
mediating variable self-efficacy (Z) in an objective, measurable manner (Creswell, 2018).
Constructs were operationalized through structured empirical indicators.

The target population consisted of higher education fresh graduates in Madiun City
actively using digital technology platforms. Because exact aggregate graduate numbers per city
were unavailable from official databases, sample size determination followed Hair et al. (2019)
rule of thumb (5 to 10 times the total indicator count). With 15 indicators evaluated across four
variables, a sample of 100 respondents exceeded minimum thresholds and satisfied
requirements for a 5,000-resample bootstrapping procedure.

A non-probability purposive sampling technique was applied. Respondent inclusion
criteria required: completion of Associate (D3), Applied Bachelor (D4), or Bachelor (S1)
degrees between 2024 and 2026, residence or higher education history in Madiun City, age
between 20 and 26 years, current non-full employment status, and active use of at least one
digital technology platform.

Data were collected via a 4 point Likert scale questionnaire. Digital competence was
measured with 5 indicators based on the DigComp 2.2 framework (Vuorikari et al., 2022).
Digital literacy used 4 indicators adapted from Gilster and Watson (1997). Self-efficacy was
evaluated through 3 indicators following Bandura (1994). Employability was measured using
3 indicators derived from Fugate et al. (2004).

Data analysis was conducted using Partial Least Squares Structural Equation Modeling

(PLS-SEM) in SmartPLS 4. Outer model evaluation assessed convergent validity (outer
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loadings), discriminant validity (Heterotrait-Monotrait Ratio and cross-loadings), and construct
reliability (Composite Reliability, Cronbach's Alpha, Average Variance Extracted) (Hair et al.,
2019). Inner model evaluation assessed coefficient of determination (R?), predictive relevance
(Q%predict), effect size (f2), direct path coefficients, and specific indirect effects. Significance
testing utilized a 5,000-resample bootstrapping procedure, accepting hypotheses with tstatistics >
1.96 or pvaies < 0.05 (Ghozali, 2023).

C. RESULTS AND DISCUSSIONS
Measurement Model Evaluation (Outer Model)

Convergent validity testing showed that nearly all indicator loading factors exceeded
0.70. Two employability indicators yielded outer loadings below or at the threshold (Y.1 =
0.471, Y.5 = 0.699). These indicators were retained because overall construct AVE and
Composite Reliability met acceptable thresholds (Hair et al., 2019). Heterotrait-Monotrait
(HTMT) Ratio values between constructs remained below 0.90, confirming discriminant

validity. Reliability parameters in Table 1 confirm overall internal consistency:

Table 1. Reliability and Convergent Validity Results

Variable Cronbach’s Alpha  Composite Reliability  AVE
Digital Competence 0,924 0,960 0,744
Digital Literacy 0,831 0,892 0,707
Self-Efficacy 0,869 0,902 0,606
Employability 0,804 0,861 0,514

Source: SmartPLS 4 Processed Data, 2026

Structural Model Evaluation (Inner Model)

The R? value for self-efficacy (0.485) shows that digital competence and digital literacy
jointly explain 48.5% of self-efficacy variance. The R? value for employability (0.652) falls
into the moderate category (Hair et al., 2019). Q?predict Values (0.446 for self-efficacy, 0.476 for
employability) demonstrate strong predictive relevance. Digital competence showed the largest
effect size on self-efficacy (f2 = 0.624), where as self-efficacy exerted the largest effect size on
employability (f? = 0.362).
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Table 2. Coefficient of Determination (R?) dan Q?predict Results

Variable R?  R?Adjusted QZpredict Category
Self-Efficacy 0,485 0,475 0.446  Near Moderate
Employability 0,652 0,641 0.476 Moderate

Source: SmartPLS 4 Processed Data, 2026

Table 3. Effect Size (%) Results

Path f Category
Digital Competence > Self-Efficacy 0,624 Large
Digital Literacy > Self-Efficacy 0,461 Large
Digital Competence > Employability 0,193 Medium
Digital Literacy > Employability 0,112 Small
Self-Efficacy > Employability 0,362 Large

Source: SmartPLS 4 Processed Data, 2026

Hypothesis Testing (Path Coefficients) and Mediation

All seven hypotheses (H: to H7) were accepted. Direct path relationships (Hi - Hs)
demonstrated tstatistics > 1.96, pvaies < 0.05, and positive original sample coefficients indicating
positive relationships. Mediation tests confirmed that self-efficacy partially mediates the
impact of digital competence on employability (He: Coefficient = 0.284,
t = 3.898, p = 0.000) and the impact of digital literacy on employability (H7: Coefficient =

0.244,t=4.175, p = 0.000).
Table 4. Direct Effect Hypothesis Testing Results (Direct Effects)

. - t- p-
Hypothesis Path Coefficient statistic  values
H, Digital Competence > Self- 0,573 7,008 0,000
Efficacy
H; Digital Literacy > Self-Efficacy 0,493 7,534 0,000
Ha Digital Competence > 0,334 3771 0,000
Employability
Ha Digital Literacy > Employability 0,241 2,942 0,003
Hs Self-Efficacy > Employability 0,495 4,901 0,000

Source: SmartPLS 4 Processed Data, 2026
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Table 5. Indirect Effect Hypothesis Testing Results (Specific Indirect Effects)
t- p-

Hypothesis Path Coefficient L
statistic  values
Digital Competence > Self-
Hs Efficacy > Employability 0,284 389% 0,000
H, Digital Literacy > Self-Efficacy 0,244 4,175 0,000

> Employability
Source: SmartPLS 4 Processed Data, 2026

Discussion

Digital competence exerts a positive and significant effect on self-efficacy, recording the
highest coefficient among paths leading to self-efficacy. This aligns with Inriana and Fatimah
(2026) as well as Ratnasari and Irwan (2025). Practical skills in retrieving, filtering, and
evaluating digital information build graduate confidence in handling digital work tasks. Higher
digital competence directly strengthens self-efficacy among fresh graduates in Madiun City.

Digital literacy also positively and significantly impacts self-efficacy, though its effect
size is slightly smaller than digital competence. This finding aligns with Sari et al. (2025),
confirming self-efficacy as a central connecting path. Critical thinking toward digital content
fosters confidence when navigating workplace digital challenges.

Self-efficacy serves as the strongest direct predictor of employability, supporting
Widiyawati (2024) and Bandura's (1994) foundational theory. Confident individuals take
proactive steps to enter the job market. Digital competence and digital literacy also exert direct
positive effects on employability, matching findings by Saidu et al. (2025) and Caroline &
Coun (2025).

Mediation analysis shows that self-efficacy partially mediates the effects of both digital
competence and digital literacy on employability. Because direct effects remained significant
when self-efficacy was included, self-efficacy reinforces rather than replaces direct linkages.
This supports findings by Potgieter et al. (2023) and Shi et al. (2025). Furthermore, these results
resolve empirical inconsistencies identified in Suhada et al. (2025) and Fatihahsari & Achmad
(2026) by proving that digital competence and digital literacy systematically drive

employability when evaluated alongside self-efficacy.
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D. CONCLUSIONS
This study proves that digital competence and digital literacy positively influence self-

efficacy and employability among higher education fresh graduates in Madiun City. Self-
efficacy directly enhances employability and acts as a partial mediator between digital skills
and overall employability. Self-efficacy represents the single strongest determinant of
employability in the model. Graduate competitiveness requires both technical digital skills and
the self-confidence built from those skills. Technical competencies supply essential
capabilities, but self-efficacy provides the core psychological readiness needed to enter the
digital workforce. Limitations include restricting geographic scope to Madiun City and

evaluating three core explanatory constructs.

E. SUGGESTIONS

Higher education institutions should integrate practical digital applications into core
curricula rather than relying solely on theoretical instruction, enabling students to build self-
confidence before entering the job market. Fresh graduates should proactively upgrade digital
skills independently and seek practical experiences such as internships or certified training to
build confidence. Local government agencies and vocational training centers in Madiun City
should design digital programs combining technical skills with psychological readiness. Future
researchers are advised to introduce additional employability variables, expand sampling

beyond Madiun City, and incorporate moderating variables to enrich digital workforce models.
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