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Abstract 

 

The rapid development of digital technology nowadays opens opportunities for SMEs to 

empower their limited resources, especially their owners or managers, through digital-

oriented entrepreneurship. However, lack of creativity and innovation, lack of ability to 

see business opportunities, and lack of courage in taking risks are common problems 

faced by SMEs in developing countries. 

 

This study aims to investigate whether entrepreneurial orientation provides a mediating 

effect on the relationship between social media usage and financial and non-financial 

performance improvement of manufacturing SMEs in Indonesia. Entrepreneurial 

orientation (EO) refers to entrepreneurial characteristics possessed by SME top 

management (owner or managers), namely Innovativeness, Risk-taking, and Pro-

activeness. Whereas social media is related to its use in marketing programs, customer 

relations, and information accessibility. Innovation Diffusion Theory and Resource-

based View Theory are the underpinning theories of this study. 

 

A quantitative approach was used in 220 of 836 SMEs located in the former Surakarta 

Residency, Central Java Province, Indonesia. The samples surveyed were SMEs that run 

businesses in batik clothing material and production; wood, rattan, copper, leather and 

guitar crafts; dried food, and herbal medicine industry. Data were collected using a 

questionnaire survey and direct interviews with the SMEs' top management to support 

the quantitative results. Data analysis was performed using Partial Least Square - 

Structural Equation Modeling (PLS-SEM). 

 

The findings showed that Innovativeness, Risk-taking, and Pro-activeness have a 

mediating effect that varies from the level of full, partial mediation to no mediating 

effect at all on the relationship between social media usage and SMEs performance both 

financial and non-financial. It indicates that social media usage can be a stimulus, 

trigger, and motivator to "awaken" the entrepreneurial characteristics of SME's top 

management in managing their business. The findings are expected to provide a positive 

contribution both theoretical and methodological, and more practical for top 

management of manufacturing SMEs in Indonesia. 

 

Keywords: social media usage, entrepreneurial orientation, SMEs, financial and non-

financial performance 

 

 

 

 



iv 

 

Abstrak (Bahasa Melayu) 

 

 

Perkembangan pesat teknologi digital hari ini telah membuka peluang kepada PKS 

untuk memperkasakan sumber mereka yang terhad, terutamanya pemilik atau pengurus, 

melalui keusahawanan berasaskan digital. Namun begitu, kurang kreativiti dan inovasi, 

kurang keupayaan untuk melihat peluang perniagaan, dan kurang keberanian dalam 

mengambil risiko merupakan masalah umum yang dihadapi oleh PKS di negara-negara 

membangun. 

 

Kajian ini bertujuan menyiasat sama ada orientasi keusahawanan memberikan kesan 

pengantara ke atas hubungan penggunaan media sosial dan peningkatan prestasi 

kewangan dan bukan kewangan PKS sektor pembuatan di Indonesia. Orientasi 

keusahawanan (EO) merujuk kepada ciri-ciri keusahawanan yang dimiliki oleh 

pengurusan atasan PKS (pemilik atau pengurus), iaitu inovatif, pengambilan risiko, dan 

pro-aktif. Manakala media sosial pula berkaitan dengan penggunaannya dalam program 

pemasaran, hubungan pelanggan, dan kebolehcapaian maklumat. Teori Penyebaran 

Maklumat dan Teori Pandangan Berasaskan Sumber merupakan teori asas bagi kajian 

ini. 

 

Pendekatan kuantitatif digunakan ke atas 220 daripada 836 PKS yang pernah berada di 

Kediaman Surakata, Wilayah Jawa Tengah, Indonesia. Sampel yang dikaji adalah PKS 

yang menjalankan industri perniagaan bahan-bahan dan pengeluaran pakaian batik; 

kayu, rotan, tembaga, kulit dan kraf gitar; makanan kering, dan ubat-ubatan herba. Data 

dikumpulkan menggunakan soal selidik dan temu bual langsung dengan pengurusan 

atasan PKS untuk menyokong dapatan kuantitatif. Data analisis dijalankan 

menggunakan Pemodelan Persamaan Berstruktur – Kuasa Dua Terkecil Separa (PLS-

SEM). 

 

Hasil kajian menunjukkan bahawa inovatif, pengambilan risiko dan pro-aktif 

mempunyai kesan pengantara yang berbeza daripada tahap pengantara penuh, 

pengantara separa kepada tiada kesan pengantara ke atas hubungan di antara 

penggunaan media sosial dan prestasi kewangan dan bukan kewangan PKS. Hal ini 

menunjukkan penggunaan media sosial boleh menjadi perangsang, pencetus dan 

penggerak untuk membangunkan ciri-ciri keusahawanan pengurusan atasan PKS dalam 

menguruskan perniagaan. Dapatan kajian diharap dapat memberikan sumbangan yang 

positif kepada teori dan metodologi, dan lebih praktik kepada pengurusan atasan PKS 

sektor pembuatan di Indonesia. 

 

Kata kunci: penggunaan media sosial, orientasi keusahawanan, PKS, prestasi 

kewangan dan bukan kewangan 
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Chapter One 

INTRODUCTION 

 

1.1 INTRODUCTION 

Chapter One contains a general description of this Thesis. There are eight sections to 

this chapter, starting with a study background that explains the reasons for choosing 

this research topic. Next, the problem statement that portrays the phenomena and 

problems that occur as well as the gaps in the previous literature is conveyed. 

Research questions are proposed and then formulated into research objectives, 

followed by the significance of this study. The scope of the study, followed by 

operational definitions of several terminologies that accompanied this study was also 

presented. The chapter ends with an explanation of the Thesis organization which 

contains the chapters that will be arranged in this study from Chapter One to Chapter 

Seven. 

 

1.2 STUDY BACKGROUND 

The rapid growth of digital technology has changed the lifestyles of people and 

communities in the world, including in developing countries like Indonesia. 

According to the Indonesian Internet Service Providers Association (APJII), up to 

2017 there were 143.26 million (54 percent) of the population in Indonesia having 

access to the internet. Whereas based on a research report titled "Digital in 2019" 

dated January 2019 conducted in collaboration between HootSuite content 

management services and social media marketing agency We Are Social, internet 

users are still concentrated in big cities with penetration reaching 56 percent 

(“Digital in 2019”, 2019). Although internet users rose by 17.3 million (13 percent) 
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compared to 2018, internet penetration in Indonesia is still the lowest compared to 

Southeast Asian countries such as Vietnam with 66 percent, the Philippines 71 

percent, Malaysia 80 percent, Thailand 82 percent and the highest is Singapore with 

84 percent (Kemp, 2019). According to the APJII Chairperson, in 2020 internet 

penetration in Indonesia is estimated to increase to 65-70 percent after the 

installation of the Palapa Ring1, Indonesia's telecommunications satellite (“Penetrasi 

internet 2017 naik pengguna masih dominan di wilayah urban”, 2017). 

 

As the majority of businesspeople in Indonesia, not all Micro, Small and Medium 

Enterprises (MSMEs) can enjoy the advancement of digital technology because their 

businesses are mostly located in rural areas, where internet access is commonly very 

limited. According to data in the Ministry of Villages, Disadvantaged Regions, and 

Transmigration (Kementerian Desa, 2015), there was 52 percent of the 

approximately 75 thousand villages in Indonesia that still cannot access 

telecommunications facilities including the internet. Meanwhile, Deloitte Access 

Economics (2015) stated, out of 57.9 million MSMEs in Indonesia, only 9 percent of 

business operators were serious about using the internet to sell their products using 

integrated social media or using e-commerce platforms, 18 percent only used modest 

social media to sell the products, 36 percent had internet access but were not used for 

product sales, and another 37 percent had no internet access at all either through 

computers or smartphones. This fact shows that the mindset of MSME in Indonesia 

has not been aligned with technological developments. 

 
1   Palapa Ring is a 4G fiber optic network with up to 30 Mbps bandwidth speed and more than 12,000 

km length that stretches from Sumatra to Papua (“Berapa Pengguna Media Sosial Indonesia?”, 

2019). 
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The Government of Indonesia through the Ministry of Cooperatives and Micro, 

Small and Medium Enterprises (MSMEs) actually has issued a number of laws and 

regulations related to the development of SMEs2, namely Law no. 20 of 2008. 

Specifically, in Chapter IV Article 20 it is stated that the Central Government and 

Regional Governments facilitate the development of SMEs by providing incentives 

to develop designs and technologies in the form of education and training programs 

with the aim of improving skills and technology on the human resources owned by 

SMEs (Government of Indonesia, 2008). However, the reality on the ground is not as 

expected because of the obstacles that are still owned by SMEs, especially in the 

entrepreneurial character of the SME owners/managers. According to Sijabat (2011), 

the weaknesses of entrepreneurial character among SMEs are: 1) lack of creativity 

and strong innovation; 2) lack of ability to see business opportunities from the 

availability of resources in a certain area and time; 3) low managerial ability; 4) lack 

of technical knowledge about business, and 5) afraid to take risks. Because the 

function of SMEs has been proven as a national economic catalyst capable of 

absorbing more than 90% of the workforce, reducing poverty, increasing national 

income and at the same time reducing the economic disparity between urban and 

rural communities (Sudaryanto, 2011), the existence of MSMEs in Indonesia is very 

important to be preserved, despite the various obstacles encountered. 

 

One alternative to preserve and develop SME businesses is through the use of social 

media such as Facebook, Instagram, WhatsApp, Twitter, or YouTube. Gomez and 

Soto (2011) argued that social media is currently growing as an important strategic 

 
2    The term MSME is further intended as SMEs because micro-businesses are not included in this 

study. 
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tool for an organization. Social media can be considered as a repository of 

information related to consumers and can be a means of disseminating information 

regarding the formation of markets by companies (Hsu, 2012). Harris and Rea (2009) 

and Kim and Ko (2012) stated that companies that use social media are able to 

outperform their competitors because they can reduce costs and increase efficiency. 

In addition, findings from Ferrer, Bousono, Jorge, Lora, Miranda, and Natalizio 

(2013) and Rodriguez, Ajjan, and Peterson (2014) also suggested that the use of 

social media has a positive impact on customer-oriented processes, which in turn has 

an impact on performance an organization. 

 

Furthermore, Matuszak (2007) claimed that social media has changed the way 

business operates, which enables open communication that can help companies 

understand customer needs. Parveen, Jaafar, and Ainin (2014) also stated that the 

presence of social media provides opportunities for companies to be more proactive 

and efficient in responding to customer needs. Social media can also spur innovation 

on the corporate management in providing a variety of (new) products and services 

for customers from the results of communication between companies and consumers 

in the form of responses, comments, or feedback. In addition, social media is able to 

stimulate owners/managers to take risks and invest in their best products and services 

to satisfy their customers, get responses, and improve the company's brand image 

(Parveen, Jaafar & Ainin, 2016). Findings from Matuszak (2007) and Parveen et al. 

(2014, 2016) is in line with the concept of entrepreneurial orientation (hereinafter 

referred to as EO) initiated by Miller (1983), namely innovativeness, pro-activeness, 

and risk-taking. 
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Because organizational performance depends on the resources owned and 

empowered by the company, how SME owners or managers manage their resources 

is the key to business success. In this context, the empowerment of SME resources 

can be done optimally with the help of Resource-based View Theory (hereinafter 

referred to as RBV). RBV refers to the uniqueness of certain organizational resources 

that can produce superior organizational performance (Barney, Ketchen & Wright, 

2011). Furthermore, the RBV is considered the basis of competitive advantage for 

organizations that provide a set of tangible and intangible resources. Therefore, 

empowering human resources, in the context of the EO dimension, can be a strategic 

step that can be optimized by SMEs, so as to improve business performance both 

financially and non-financially. 

 

The implementation of EO in the business world, especially those relating to the 

effect on improving company performance has been widely carried out but in the 

context of large companies (Aloulou & Fayolle, 2005; Frishammar & Andersson, 

2009), while in SME scale companies it can be said to be relatively small (Knight, 

2000; Rauch, Wiklund, Lumpkin, & Frese, 2009). Several studies have tested the 

effect of social media on improving SME performance (for example, Parveen et al., 

2014, 2016; Shahizan, Norshuhada, Norlaily, Sobihatun & Mohd Samsu, 2012), a 

number of researches have also discussed the effect of EO on improving 

organizational performance (for instance, Fadda, 2018; Milanovic & Wittine, 2014), 

but relatively few studies have investigated the role of the use of social media in 

improving SME performance by involving the EO dimension as a mediating 

variable. 

 



6 

 

The important reason for involving EO as a mediating variable is based on Covin and 

Miles (1999) statement that EO is a strategic posture and entrepreneurial posture that 

mediates the organization's vision and operations, where each organization can 

empower the EO dimension to play a role in integrating and optimizing the resources 

of the organization to achieve its goals. It also refers to recommendations from 

Hughes and Morgan (2007) to researchers to investigate in various ways how and in 

which parts of the EO affect company performance, especially the role of EO 

mediation in the relationship between organizational/company functions and 

performance. The failure of some previous studies in proving the mediating effect of 

EO dimensions (e.g. Korry, Troena, Hadiwidjojo and Noermijati, 2013; and Xian-

feng, Xia and Sheng-li, 2015), have motivated the researcher of how important of 

this study in investigating the presence or absence of the EO mediating effect on the 

relationship between independent and dependent variables. 

 

This study aims to examine whether the use of social media has a role in improving 

the performance of manufacturing SMEs in Indonesia. Nonetheless, based on the 

RBV theory and referring to the weakness of entrepreneurial character possessed by 

SME owners/managers in Indonesia as found by Sijabat (2011), this study focuses on 

the extent to which the EO dimension mediates the relationship between social media 

use and SME business performance. Empirical testing was carried out using Partial 

Least Square - Structural Equation Modeling (PLS-SEM) analysis. The findings of 

this study are expected to make an important and significant contribution both for 

owners/managers of manufacturing SMEs in Indonesia in improving their 

performance, for the Government of Indonesia in developing SMEs, and for 
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academics who are interested in researching about SMEs, social media, 

entrepreneurship and organizational/company performance. 

 

1.3 PROBLEM STATEMENT 

The development of online business in Indonesia, as released by DBS Asian Insight 

year 2015, can be said to be very significant, but products sold on e-commerce 

platforms, especially from SMEs, are still below 10 percent. In other words, SME 

business practices in Indonesia, in which the majority are located in rural areas, are 

still low in utilizing digital technology through online business (DBS Asian Insights, 

2015). According to Google and Temasek's research released by Kompas daily, 28 

November 2018, there are five digital economic challenges that must be faced by 

digital business people, namely talent of human resources, payment mechanisms, 

internet infrastructure, logistics infrastructure, and consumer trust (“Tantangan 

Ekonomi Digital Indonesia, Minim SDM dan Transaksi Cashless”, 2018). To 

anticipate this matter, the Government of Indonesia has issued Presidential 

Regulation No. 74 of 2017 concerning the road map of Electronic-based National 

Trading Systems (e-Commerce Road Map). The aim is to encourage the acceleration 

and development of electronic-based trading systems (e-Commerce), start-ups, 

business development, and logistical acceleration. 

 

With regard to the implementation of e-Commerce Road Map, the export commodity 

of SME products is very likely to be one of the state revenues sources that can be 

optimized through the use of digital technology. Based on data obtained from the 

Surakarta City Central Bureau of Statistics (BPS Surakarta), in year 2014 the export 

value of textiles and textile products reached Rp. 20 billion, batik Rp. 9.4 billion, and 
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plastic bags Rp. 3.2 billion, while rattan furniture exports amounted to US$784 

million and Rp. 635 million for wood furniture (BPS Surakarta, 2015). Nonetheless, 

the value of exports of creative industries originating from SMEs in the area of 

Central Java Province has not yet reflected their maximum capacity. Limited market 

information, such as the percentage of overseas markets that SMEs can capture, how 

to promote their products, and how to connect with customers, suppliers, and 

distributors has always been a classic problem faced by SMEs, especially for export-

oriented products (BPS Surakarta, 2015). This can be indicated by a decrease in the 

number of SMEs (including micro-enterprises) in Central Java Province from 

320,770 units in 2009 to 309,671 units in 2013 (BPS Surakarta, 2015). This fact can 

be used as evidence that in addition to the financial issues, marketing and production 

aspects are also common problems faced by SMEs in Indonesia. 

 

Products made by Indonesian SMEs, especially those located in rural areas, have 

their own variations and uniqueness and become the regional superior products. For 

example, in Central Java Province, furniture products are dominated by SMEs from 

Jepara Regency, the majority of batik fabrics are produced by entrepreneurs in 

Pekalongan, Surakarta and Yogyakarta, metal and copper crafts are made by SMEs 

in Klaten Regency. Based on data from the Ministry of Cooperatives and MSMEs in 

Central Java Province (Dinkop Jateng, 2015), the number of SMEs in the former of 

Surakarta Residency (a.k.a. Subosukawonosraten) in 2014 showed that trading SMEs 

and manufacturing SMEs were the largest SMEs with 35,829 and 34,309 units, while 

agriculture SMEs and service SMEs are in the next sequence of 17,738 and 11,805 

units, respectively. Although manufacturing SMEs were ranked second-most, they 

had the highest growth compared to other SMEs, especially trading SMEs. From 
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year 2013 to 2014, manufacturing SMEs grew by 13.97% (from 30,103 units to 

34,309 units), while trading SMEs only grew by 5.51% (from 33,958 units to 35,829 

units). This indicates that the economic turmoil from the manufacturing sector in 

Subosukawonosraten region is more dynamic compared to the trading sector and the 

other two sectors. Due to the relatively high growth of the manufacturing sector and 

the expected success of the e-Commerce Road Map implementation, this study takes 

manufacturing SMEs as population and sample. 

 

One of the digital technologies that can be implemented on e-Commerce Road Map 

is social media such as Facebook, Instagram, YouTube or WhatsApp, which has now 

become a very common tool used by Indonesian people both for business and non-

business purposes. The underlying reason is that social media is a source of 

information that provides opportunities for companies to create business networks 

(Michaelidou, Siamagka & Christodoulides, 2011); to facilitate new market access, 

to reduce transaction costs, and to improve communication links (Abid, Rahim & 

Scheepers, 2011); and potentially increase company value (Tallon, Kraemer & 

Gurbaxani, 2000; Amit & Zott, 2001; Vargo & Lusch, 2004). In other words, social 

media is an effective cost method for digital marketing, advertising and promotion 

activities, and exploring innovative ideas. Through social media, accessibility of 

information about markets, competitors, customers, and what companies need 

regarding their products can be more easily obtained (Paridon & Carraher, 2009; 

Parveen et al., 2014). In addition, social media can also help companies in making 

strategic decisions in order to promote company products and services (Edomwan, 

Prakasan, Kouame, Watson & Seymour, 2011); and to encourage an increase in the 

company's sales volume and profits (Kotler & Keller, 2012; Uitz, 2012). 
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As emphasized in the RBV theory that the success of a business is determined by the 

availability and readiness of the resources owned by the organization (Barney et al., 

2011), then the success in achieving the e-Commerce Road Map objectives is 

strongly influenced by the talents and skills of SME owners/managers in reading 

business opportunities offered through social media (Edomwan et al., 2011; Kuzma, 

Bell and Logue, 2014). On the other hand, the talent and skills possessed by SME 

owners/managers are embodied in the EO dimension such as innovativeness, risk-

taking, and pro-activeness (Miller, 1983). Referring to the problems of SMEs in 

Indonesia as conveyed by Sijabat (2011), then the implementation of EO dimension 

by SME owners/managers in the e-Commerce Road Map project becomes very 

relevant, in the sense of a link and match. According to Lumpkin and Dess (1996) 

EO is the 'main ingredient' for the success of an organization, while Zahra and Covin 

(1995) argued that the implementation of EO is more aimed on how companies 

obtain higher performance. In other words, the company will benefit when adopting 

EO, because it refers to the decision-making styles, practices, processes, and 

behaviors that lead to new or established markets, with new or existing goods or 

services (Wiklund & Shepherd, 2003 Walter, Auer, & Ritter, 2006). 

 

In its development, although there have been many discussions by researchers 

interested in the field of entrepreneurship about the relationship between EO and 

organizational/company performance, yet a number of studies provide different 

findings, even inconsistent (Aloulou & Fayolle, 2005; Frishammer & Andersson, 

2009; Mahmood & Hanafi, 2013; Rauch et al., 2009; Zainol & Daud, 2011). 

Different findings can occur due to differences in the methodology used, different in 

the research design or sample selection (Rauch et al., 2009), but it could also be 
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caused by the improper use of research instruments by organizations/companies in a 

country, where the environment institutions and businesses may be different, for 

instance, companies in developed and developing countries (Kusumawardhani, 

2013). Furthermore, several researchers such as Aloulou and Fayolle (2005), and 

Frishammer and Andersson (2009) also stated that research which discussed EO was 

more applied to large companies rather than small companies (SMEs). In fact, Rauch 

et al. (2009) who conducted a meta-analysis study on EO concluded that the effect of 

EO on company performance would be more significant if applied to SMEs. The 

reason is that the implementation of EO dimension in large companies is generally 

audited by top management (Covin & Slevin, 1989), whereas in SMEs EO 

dimension is adopted and then fully audited by the SME owner/manager (Rauch et 

al, 2009). 

 

Nevertheless, EO studies in the SME domain also showed inconsistencies in the 

findings. For example, Fadda et al. (2018); Li, Huang, and Tsai (2009); Milanovic 

and Wittine (2014); and Wilkund and Shepherd (2005) revealed that EO has a 

positive effect on SME performance, while Effendi, Hadiwidjojo and Noermijati 

(2013); Hughes and Morgan (2007); Lee, Lee and Pennings (2001) Li, Zhang and 

Chan (2005); and Stam and Elfring (2008) did not see a positive and significant 

relationship between EO and SME performance. Likewise, Hart's (1992) precisely 

found there was a negative relationship between EO and SME performance. Thus, it 

can be concluded that the implementation of EO by SMEs may not always have an 

impact on improving the performance of SMEs (Kusumawardhani, McCarthy & 

Perera, 2009). In short, several empirical studies involving EO-based organizations 
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and company performance both large as well as SMEs scale, have given inconclusive 

findings. 

 

The inconsistency of findings from previous studies regarding the implementation of 

EO dimension on company performance both large scale and SMEs, becomes 

evidence and confidence for the researcher that the treatment of EO dimension as an 

independent variable cannot be ascertained whether the results are positive, negative 

or even totally unrelated to the dependent variable. The EO dimension, namely 

innovativeness, pro-activeness, and risk-taking has a relationship with the 

entrepreneur's character which is relatively easy to change, as is the psychological 

nature of humans such as creative, doubtful, or confident, fearful or brave. This is in 

line with the concept of mediation proposed by Jose (2008) that mediator variables 

are influenced by IV and affect DV. The characteristics of mediator variables 

(especially in social research/behavior) are easily changed, for example, mood, 

emotions, satisfaction, hate, etc. On the other hand, the moderator variables are to 

strengthen or weaken (contingency) the relationship between IV and DV, and have 

characteristics that are relatively difficult to change such as gender, task 

ability/experience, race/ethnicity (Jose, 2008). As stated by Covin and Miles (1999) 

that EO is a strategic posture and entrepreneurial posture that mediates the 

organization's vision and operations, then this study is more focused on investigating 

and testing the EO dimension as a mediating variable, not a moderating one. The 

underlying reason refers to the RBV theory (Barney et al., 2011) related to the 

company's dependence on the company's internal resources, especially human 

resources, where the EO dimension is embedded to the entrepreneurial characteristics 

of the owner or manager of the company such as creative, innovative, risk-taking, 
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and proactive (not demographic characteristics such as gender, age, race/ethnicity, 

education, or experience). 

 

In addition to the problem related to the inconsistent findings of EO study, other 

debates also occur with regard to unidimensional and multidimensional terminology 

of EO. For a number of researchers such as Miller (1983) and Covin and Slevin 

(1989), companies are said to be entrepreneurial oriented when they meet the 

conditions where all dimensions of EO are applied simultaneously, integrated and 

unidimensional because there is a balanced force in all EO dimensions to improve 

organizational performance. Whereas a number of other researchers such as Chow 

(2006); Lumpkin & Dess (1996) and Rauch et al. (2009) stated that each dimension 

of EO can be applied independently and not mutually binding, because each 

dimension of EO has strength and uniqueness that can be implemented multi-

dimensionally, in order to improve organizational performance. The EO dimension 

used can also be adjusted to the needs and interests of the organization in measuring 

its performance caused by the implementation of EO. 

 

As an alternative to eliminating problems faced by SMEs, social media is a means to 

transfer knowledge and information between companies and customers, and can be a 

bridge between efforts to enrich the knowledge of SME owners/managers and 

improve SME performance. Whereas EO which expresses and reflects a 

commitment, capability, and vision of entrepreneurial behavior, has been considered 

as one of the initial conditions of a company seeking success under a dynamic 

business environment (Wiklund & Shepherd, 2003). Therefore, the success of 

enriching the knowledge and information obtained by SME owners/managers from 
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the use of social media will also depend on the commitment, abilities, and vision of 

SME owners/managers. That is, the more precise the owner/manager of SMEs in 

applying EO dimension in their business processes, the greater the ability to optimize 

the use of social media, and in turn the higher the contribution obtained by the 

company in improving the company performance. 

 

In the context of organizational performance, unlike large-scale companies that 

emphasize profits as a measure of organizational performance, SMEs use different 

performance measures due to different business characteristics (Henri, 2006). In 

addition to not being derived from corporate strategies as large-scale companies do, 

the difference in performance measures for SMEs is due to the limitations of human 

and financial resources, operating in a narrow market, and having a parallel but 

flexible organizational structure (Storey, 1994; Chong, 2008). Due to the limitations 

of human resources, making the dimensions of quality and time to process SME 

products becomes an important element in order to the level of wasted materials 

remain low. Likewise, because SMEs are engaged in a narrow market, then customer 

satisfaction must be maintained. In addition, the number of employees and a flexible 

organizational structure allows a person to be responsible in many areas, so the 

quality and motivation of employees must also be paid attention (Storey, 1994). 

Thus, for SMEs, financial performance is important to measure, but non-financial 

performance should not be ignored as an indicator of success. Furthermore, Chong 

(2008) stated that the majority of SMEs view the non-financial aspects as important 

because, to stay in business sometimes not the profit sought, but the customer's trust. 

In promoting its products, SMEs only rely on recommendations and mouth-to-mouth 

methods, therefore customer trust and satisfaction are the most important. On this 
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basis, this study involves financial and non-financial performance as the dependent 

variable. 

 

With regard to performance measurement, Neely, Gregory and Platts (1995) argued 

that performance measures mean measuring costs, quality, quantity, cycle time, 

efficiency, and product and service productivity. In the SME realm, the findings of 

Mohd Harif, Hoe and Ahmad (2012) who investigated the indicators of 

organizational performance measurement in Malaysia, showed that SME financial 

performance indicators can be seen from profitability, cash flow positions; and 

budget versus actual, not on investment returns and inventory turnover. Whereas 

SME non-financial performance indicators can be monitored from customer 

satisfaction and product and service quality, not on market share and employee 

efficiency. Due to the limited resources, especially SMEs in Indonesia which is 

uncommon or unable to make standard financial reports, resulting in data related to 

the position of cash flow and the budget is not easy to obtain, so the measurement of 

the cash flow position and the budget are excluded. Likewise, the measurement of 

the quality of the products made by SMEs in Indonesia generally does not meet 

applicable quality standards, so this indicator is also omitted. This study uses studies 

of Neely et al. (1995) and Mohd Harif et al. (2012) to validate SME performance 

measures both financial performance (i.e. cost reduction and sales increase that are 

identical to profitability) and non-financial performance (i.e. better customer 

relationship quality and information accessibility). 

 

It is undeniable that in improving company performance, the factor of difference in 

age and scale of the company becomes one of the determining factors. Logically, the 
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older the company will be more mature and experienced in business, and the larger 

the company will be more complete and more facilities and resources available 

(Papastathopoulou & Avlonitis, 2009). However, in today's digital era, does this 

logic still apply, considering that digital technology has penetrated into all aspects 

and niches of human and business life, in the sense that anyone has the same right to 

access digital technology. It was stated by Parthasarathy and Kumar (2016) that the 

rapid development of digital technology in the last decade has enabled SMEs to use 

cloud computing as a competitive advantage and can help SMEs gain a 

commendable position in the market. Because this study uses a sample of 

manufacturing SMEs with varying ages, and the scale of business is small and 

medium, so the present or absent of the difference between company age and size to 

the relationship between variables in this study (as a control variable) is quite 

important and relevant to be investigated. 

 

This study aims to fill the gap of previous studies by investigating whether the EO 

dimension has a mediating effect on the relationship between social media use and 

SMEs performance improvement both financial and non-financial. To the best of the 

researcher's knowledge, studies involving the EO dimension as mediating variables 

can be said to be relatively rare, especially in the realm of manufacturing SMEs. A 

number of studies treat the EO dimension as independent variables (e.g. Amin, 

Thurasamy, Aldakhil & Kaswuri, 2016; Fadda, 2018; Kusumawardhani, 2013), as 

dependent variables (e.g. Adebayo, 2015; Parveen et al., 2016) or moderating 

variables (e.g. Al-Nuiami, Idris, Al-Ferokh & Joma, 2014; Ibrahim & Mas'ud, 2016; 

Rotich, Wanjau & Namusonge, 2015). Nevertheless, this study also reviews a 

number of articles regarding the role of EO dimension as mediating variables, such 
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as Maina, Kiarie, Mugendi and Owaga (2018); Caseiroand Coelho (2018); Mkala, 

Wanja and Kyalo (2017); Monteiro, Soares, and Rua (2017); Zehir, Gurol, Karaboga 

and Kole (2016); Xian-feng et al. (2015); Korry et al. (2013). However, all of these 

articles examined the role of EO dimension as mediating variables simultaneously or 

uni-dimensionally. What distinguishes this study from previous studies is the use of 

EO as mediating variables partially or multi-dimensionally, that is each EO 

dimension becomes a mediating variable for each dimension on the independent and 

dependent variables. 

 

1.4 RESEARCH QUESTIONS 

Based on the reasons in the background and problem statement, the research 

questions in this study can be formulated as follows: 

1) Is there a positive relationship between social media usage (for marketing, for 

customer relations and for information accessibility) and the financial 

performance (cost reduction and sales increase) in manufacturing SMEs in 

Indonesia?   

2) Is there a positive relationship between social media usage (for marketing, for 

customer relations, and for information accessibility) on the non-financial 

performance (better customer relations and better information accessibility) in 

manufacturing SMEs in Indonesia?   

3) Does entrepreneurial orientation (innovativeness, risk-taking, and pro-

activeness) mediate the relationship between social media usage (for 

marketing, for customer relations and for information accessibility) and 

financial performance (cost reduction and sales increase) in manufacturing 

SMEs in Indonesia? 
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4) Does entrepreneurial orientation (innovativeness, risk-taking, and pro-

activeness) mediate the relationship between social media usage (for 

marketing, for customer relations and for information accessibility) and non-

financial performance (better customer relations and better information 

accessibility) in manufacturing SMEs in Indonesia?  

 

1.5 RESEARCH OBJECTIVES 

From the formulation of the research questions, the research objectives in this study 

can be described as follows: 

1) To examine the relationship between social media usage (for marketing, for 

customer relations, and for information accessibility) on the financial 

performance (cost reduction and sales increase) of manufacturing SMEs in 

Indonesia. 

2) To examine the relationship between social media usage (for marketing, for 

customer relations, and for information accessibility) on the non-financial 

performance (better customer relations and better information accessibility) 

of manufacturing SMEs in Indonesia. 

3) To investigate whether entrepreneurial orientation (innovativeness, risk-

taking, and pro-activeness) mediate the relationship between social media 

usage (for marketing, for customer relations and for information accessibility) 

and the financial performance (cost reduction and sales increase) of 

manufacturing SMEs in Indonesia. 

4) To investigate whether entrepreneurial orientation (innovativeness, risk-

taking and pro-activeness) mediate the relationship between social media 

usage (for marketing, for customer relations and for information accessibility) 
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and the non-financial performance (better customer relations and better 

information accessibility) of manufacturing SMEs in Indonesia. 

 

1.6. SIGNIFICANT OF THE STUDY 

Theoretically, this study uses Diffusion Innovation Theory and Resource-based View 

Theory to support the concept and analysis of how EO is placed as a mediating 

variable, to investigate whether EO has a mediating effect on the relationship 

between social media use and SME performance. The underlying reason refers to 

Zarella's study (2015) which argues that social media is a new paradigm in marketing 

communication because it is able to combine traditional communication media and 

internet platforms so that two-way communication can be performed between buyers 

and sellers through online conversations (Mangold & Faulds, 2009; Weber, 2009). 

Organizations/companies that utilize the latest social media technology make it 

possible to outperform their competitors in the market in the form of marketing costs 

reduction and efficiency increase (Harris & Rea, 2009; Eisenfeld & Fluss, 2009). On 

the other hand, two-way communication through social media helps 

organizations/companies understand customer needs and motivate them to 

proactively respond to customer needs, encourage creativity and innovation in 

producing (new) products and services, and are willing to take risks and invest in 

order to satisfy customers, obtain feedback and improve the brand image (Matuszak, 

2007; Tapscott & Williams, 2006).  

 

In the context of the role of EO on the organization/company performance, a meta-

analysis conducted by Rauch et al. (2009) found that there was a sizable positive 

correlation between EO dimensions and organizational/company performance across 
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measures of growth and profitability. On this basis, in a changing environment, 

especially changes in digital technology, the present researcher believes that 

entrepreneurial orientation acts as a bridge between the presence of social media as a 

new paradigm of marketing communication media and organizational/company 

performance. Therefore, this study places the EO dimension as a mediating variable 

in the relationship between social media úse and SMEs' performance. In the 

mediation process, EO dimension transforms the use of social media into creative 

and innovative behavior in producing (new) products and services, being proactive in 

seeking and exploiting market opportunities, and being brave to take risks in order to 

meet the needs and satisfy customers, which in turn contributes to improving SMEs 

performance.  

 

In addition, this study follows the advice of Xian-feng, et al. (2015) which stated that 

EO must be treated as an intermediary variable (mediating or moderating) between 

the independent variable (IV) and the dependent variable (DV). In their study, Xian-

feng et al. (2015) used three variables: intellectual capital (human, structural, and 

customer relations) as IV, company performance as DV, and EO as mediating 

variables. According to them, in the context of organizational behavior, EO can 

define the application of intellectual capital well and can be treated as an allocation 

mechanism under certain intellectual capital, EO can be integrated more effectively 

with other tangible capital, and ultimately can realize the company's performance. 

Because human capital reflects the integration of skilled and important employees for 

the company, which must be oriented to the company's strategic orientation, 

entrepreneurial orientation must be in the role of as a mediator between the company 

that integrates and operates its human resources, and the performance is the result of 
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human capital operations (Xian- Feng et al., 2015). The findings of their study 

indicated that EO has an incomplete mediating effect on the relationship between 

intellectual capital (human and customer relations) and performance, but EO did not 

have a mediating effect on the relationship between structural capital and 

performance. 

 

An incomplete mediating effect occurs due to human capital has a significant 

positive effect on performance, while EO also has a significant positive effect on 

performance. As a result, how big the mediating effect of EO on the relationship 

between human capital and performance becomes unclear. Xian-feng et al. (2015) 

provided a reason for this because there were a number of environmental factors that 

can affect such as culture, the government role, as well as the structural and 

ecological conditions of traditional industries from upstream to downstream. 

Theoretically, the more human capital and the better entrepreneurial orientation, the 

higher the performance of the organization/company. Incomplete mediation effect 

also occurs because customer relationship capital has a negative effect on EO, which 

indicates that corporate culture is not able to encourage innovative development. 

Whereas the absence of the mediating effect of EO on the relationship between 

structural capital and performance might be due to differences or limitations in the 

character of the industry and the institutional environment in supporting corporate 

culture. 

 

Another reason refers to the research conducted by Parveen, et al. (2016) who did not 

examine the mediating effect of EO dimension on the relationship between social 

media use and organizational performance, while their results found a positive 
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relationship between social media and EO, and a positive relationship between social 

media and organizational performance. What was performed by Parveen et al. (2016) 

seems incomplete yet because in the meta-analysis conducted by Rauch et al. (2009) 

found that there is a sizable positive correlation between EO dimensions and 

organizational/company performance. Thus, there is a need to examine the mediating 

effect of the EO dimensions on the relationship between social media use and SME 

performance. On the basis of the findings of Xian-feng et al. (2015) and Parveen et 

al. (2016), this study involves the use of social media as IV, the performance of 

SMEs as DV and EO as mediating variables, and hopes that improving the 

performance of SMEs obtained from the use of social media can be optimized by 

empowering the EO dimension owned by SME owners/managers. The findings of 

this study are expected to make an important and positive contribution to the 

development of entrepreneurial theory, management information systems, and 

organizational/company performance, both financial and non-financial, especially in 

the realm of SMEs. 

 

Methodologically, as explained in the problem statements, most of the previous 

studies that discussed the effect of EO on organizational performance, especially 

large companies, found inconsistent results (Aloulou & Fayolle, 2005; Elliot & 

Boshoff, 2005; Frishammer & Anderson, 2009; Mahmood & Hanafi, 2013; Rauch et 

al., 2009; Zainol & Daud, 2011). Likewise, in the scope of SMEs, studies that 

discuss similar topics found identical results with those occurred in the realm of large 

companies (Hughes & Morgan, 2007; Kusumawardhani et al., 2009; Lee et al., 2001; 

Li, Huang & Tsai, 2009; Wilkund & Shepherd, 2003). These inconclusive results 

may have relations with the analysis used, especially the unidimensional and 
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multidimensional EO approaches. Yet, it could also be due to differences in 

methodology, research designs, selected samples, or instruments used to measure EO 

dimensions that are not suitable to implement in developing countries (Miller, 1983; 

Lumpkin & Dess, 1996; Rauch et al., 2009).  

 

A number of previous studies not only treated the EO dimension as either an 

independent or dependent variable but also recommended that company's internal 

and external factors, including EO, can mediate or moderate the relationship between 

various antecedent variables and company performance (Hughes & Morgan, 2007; 

Zainol & Ayadurai, 2011). For instance, Bakar, Mahmood, and Ismail (2014) 

claimed that EO can mediate the relationship between knowledge management and 

company performance. Whereas Mburia, Wanjau, and Kinyanju (2016) found that 

EO can moderate (provide a positive effect/strengthen) the relationship between 

quality management and company performance during the economic growth, but EO 

can also moderate (provide a negative effect/weaken) the relationship between 

quality management and company performance during the economic crisis. In short, 

the inconsistency of the analysis results involving the EO dimension requires further 

investigation in various ways to find out how and where EO affects company 

performance. 

 

In contrast to a number of previous studies in which the majority tested the EO 

dimension as a mediating variable simultaneously (unidimensional), this current 

study uses an analytical method that tests the EO dimension as a mediating variable 

partially/independently (multidimensional). The reason for using a multidimensional 

analysis of EO (not a unidimensional) is based on the absence or lack of previous 
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studies that use a multidimensional approach to analyze EO as a mediating or 

moderating variable. As far as the researcher observed, the multidimensional analysis 

of EO was mostly used in studies where EO was treated as an independent or 

dependent variable. In case EO is treated as mediating or moderating variable, then it 

was analyzed simultaneously (Check Tables 2.5 and 2.6). Another reason is based on 

the different SMEs performance measurement from large scale companies due to 

different SMEs business characteristics (Henri, 2006). Likewise, the SMEs 

performance measurement is not derived from company strategy as large-scale 

companies perform (Storey, 1994; Chong, 2008). Therefore, this current study uses a 

multidimensional approach of EO with the assumption that the EO dimension of 

SMEs has different characteristics from those of large companies. This assumption 

refers to the characteristics of SMEs that have limited resources (human and 

financial), operate in a narrow market, and have a parallel but flexible organizational 

structure (Storey, 1994; Chong, 2008). Each EO dimension has strengths, 

uniqueness, and independence in influencing the company's performance. Hence, the 

purpose of this study is to investigate and examine the mediating effect of each 

dimension of EO on the relationship between each dimension of the independent 

variable (i.e. the use of social media) and the dependent variable (i.e. the financial 

and non-financial performance). The findings of this study are expected to contribute 

to the research methodology and analysis related to the use of social media, 

entrepreneurial orientation, and SME performance, both financially and non-

financially. 

 

Practically, the findings of this study are expected to contribute to the business 

world, especially for SME owners/managers in Indonesia. Through the findings of 
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this study, it is expected to be able to add insight and knowledge about the many 

business opportunities that are open to SME owners/managers by utilizing digital 

technology through the use of social media and supported by entrepreneurial assets 

embedded in their mindsets such as innovativeness, pro-activeness and risk-taking, 

so that in turn can improve company performance. For central and local 

governments, the findings of this study can be an important source of literature and 

input in making policies and programs related to the development of SMEs in 

Indonesia, especially in fostering entrepreneurial enthusiasm and orientation for 

SME owners/managers to become creative, innovative and pro-active entrepreneurs, 

and more willing to take risks, as stated by Sijabat (2011). For academics, the 

findings of this study are expected to increase the source of literature for students 

who are interested in exploring the fields of entrepreneurship, social media, and 

company performance, specifically how the EO dimension contributes (in the form 

of a mediating effect) on the relationship between the use of social media and 

improving the performance of SMEs in Indonesia. 

 

1.7 SCOPE OF THE STUDY 

This study uses four constructs, namely: 1) The use of Social Media which consists 

of three latent variables, namely: Social Media for marketing, Social Media for 

customer and service relations, and Social Media for information accessibility 

(adapted from Parveen et al., 2014); 2) Entrepreneurial orientation consists of three 

latent variables, namely: innovativeness, risk-taking and pro-activeness (adapted 

from Miller, 1983; Covin and Slevin, 1989). These three EO dimensions can be 

treated as reflective or formative constructs (Lumpkin & Dess, 1996, p. 136); 3) 

Financial Performance consists of two latent variables, namely cost reduction and 
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sales increase, which are identical to profitability (adapted from Mohd Harif et al., 

2012; Parveen et al., 2014), and 4) Non-Financial Performance consists of two latent 

variables, namely customer satisfaction and relations, and information accessibility 

(adapted from Mohd Harif et al., 2012; Parveen et al., 2014). Two control variables 

were also included in this study, namely company age and company size, which was 

adapted from Papastathopoulou and Avlonitis (2009). 

 

The scope and location for data collection in this study are SMEs in the former 

Surakarta Residency (a.k.a. Subosukawonosraten) in Central Java Province, 

Indonesia, which conducts business in manufacturing and has used social media to 

promote their products to local, national or international markets.  

 

1.8 DEFINITION OF OPERATIONS 

This section explains a number of terminologies that need to be defined operationally 

with the aim of equalizing the perception of a term so that a better understanding of 

this study can be obtained. 

Social media: ”a group of Internet-based applications that build on the ideological 

and technological foundations of Web 2.0, which allows the creation and 

exchange of user-generated content” (Kaplan and Haenlein, 2010, p. 61). 

Entrepreneurial Orientation: “the top management’s strategy in relation to 

innovativeness, pro-activeness, and risk-taking” (Cools & Van den Broeck, 

2007, p. 27). 

Innovativeness: “a process of creating and introducing new products to the market, 

usually well ahead of the competition” (Zahra and Das, 1993, p. 94). 
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Risk-taking: “the degree to which managers are willing to make large and risky 

resource commitments, i.e. those which have a reasonable chance of costly 

failure” (Miller and Friesen, 1978, p. 923) 

Pro-activeness: “an opportunity-seeking, forward-looking perspective involving the 

introduction of new products or services ahead of the competition and acting in 

anticipation of future demand to create change and shape the environment” 

(Lumpkin and Dess, 1996, p. 146) 

Business Performance: “a set of financial and non-financial indicators which offers 

information on the degree of achievement of objectives and results” (Lebans & 

Euske, 2006). 

Performance Measurement: “a process of evaluating how well the organization is 

managed and the value they provide to customers and other stakeholders” 

(Moulin, 2007, p. 182). 

  

1.9 THESIS ORGANIZATION 

This thesis is organized into seven chapters. Chapter One discusses the introduction 

which includes the study background, the problem statement, the research question, 

the research objectives, the significance of the research, the scope of the study, and 

ending with the organization of the Thesis. Chapter Two contains a literature review 

that focuses on the variables or dimensions involved in this research, namely the Use 

of Social Media, Entrepreneurial Orientation, and Business Performance. Innovation 

Diffusion Theory and Resource-based View Theory as underpinning theories and 

concepts related to the variables involved in this research are discussed in this 

section. Chapter Three explains the theoretical framework and development of 

hypotheses, aims to design a blueprint, develop, and formulate the hypotheses of this 
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research. Chapter Four discusses the research methodology used in this study, 

starting from understanding the research paradigm, research design, unit of analysis, 

sampling methods, and techniques, sample size, data collection methods, 

questionnaire development, variable measurement, reliability and validity testing, 

data collection procedures, filtering data, and ending with the design of quantitative 

data analysis. Chapter Five explains in detail the data analysis consisting of a 

descriptive analysis of respondents and quantitative data analysis. Next, Chapter Six 

presents a discussion consisting of explanations and discussions about the results of 

testing the hypothesis and the findings obtained and explained in Chapter Five. 

Finally, Chapter Seven is the final chapter of this study consisting of conclusions, 

research contributions, research limitations, and future research recommendations. 
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Chapter Two 

LITERATURE REVIEW 

 

2.1 INTRODUCTION 

This chapter discusses a number of concepts and theories from previous literature 

that are relevant to the problems formulated in this study. The discussion begins with 

the presentation of the importance of SMEs and the problems faced by SMEs in 

Indonesia. The next section reviews social media and its implementation in people's 

lives, the advantages and disadvantages of using social media, and the importance of 

social media for SMEs. The EO dimensions, financial and non-financial performance 

are the next discussion. This section then emphasizes the important role of social 

media in generating and motivating EOs owned by SME owners or managers, as 

well as how EO ownership can improve company performance. The research gap and 

the reasons for conducting this study are also presented, followed by an explanation 

of the two theories that underlie this study, namely Innovation Diffusion Theory and 

Resource-based Views Theory. This section concludes with a summary of the 

Chapter.  

 

2.2 SMALL AND MEDIUM-SIZE ENTERPRISE IN INDONESIA 

2.2.1 Definition 

The definition and criteria of micro, small and medium enterprises (MSMEs) in 

various countries in the world are not the same, depending on several indicators such 

as the number of employees, annual income, total assets, net worth, or annual sales 

turnover obtained by the company. Referring to the annual report released by the 

Organization for Economic Cooperation and Development (OECD, 2005, p. 17), it 
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was stated that SMEs are "non-subsidiary companies, independent companies that 

employ less than one given number of employees". This definition is used as a 

guideline for most western countries that have SMEs such as the European Union 

(and also the United States), where the basic criterion of SME used is the number of 

employees (OECD, 2005). The definitions used in the World Bank’s reports are 

generally only for specific country and adopted it from a number of studies. 

Nonetheless, the World Bank also provides a kind of hint or guidelines that can be 

used to determine SME criteria. The following Table 2.1 explains the different 

criteria for SMEs in a number of countries in the world. 

Table 2.1 

Different SME criteria in a number of countries in the world 

No. SME’s criteria 
Company’s scale 

Micro Small Medium 

1. World Bank: 

a.  Number of employees 

b.  Annual Income 

c.  Total Assets 

 

< 10 people 

≤ US$100,000 

≤ US$100,000 

 

< 30 people 

≤ US$3 million 

≤ US$3 million 

 

≤ 300 people 

≤ US$15 million 

≤ US$15 million 

2. Malaysia: 

a. Number of employees  

b. Capital Stock 

- 

 

5 – 50 people 

≤ RM 500,000 

 

50 – 75 people 

≤ RM 2.5 million 

3.  Singapore: Minimum has 30% of local shareholders   

Fixed productive assets < SG$ 15 million 

4. South Korea: Number of employees ≤ 300 people  

Total assets ≤ US$ 60 million 

5. India (Manufacturing): 

a. Investment in plant and 

machinery  

b. Investment in 

equipment (services)  

< 25 lakh rupees 

 

< 10 lakh rupees 

≤ 5 crore rupees 

 

≤ 2 crore rupees 

≤ 10 crore rupees 

 

≤ 5 crore rupees 

6.  European Union: 

a. Number of employees 

b. Annual Income 

c. Total Assets 

 

< 10 people 

≤ € 2 million 

≤ € 2 million 

 

< 50 people 

≤ € 10 million 

≤ € 13 million 

 

< 200 people 

≤ € 50 million 

≤ € 50 million 

7.  United States: 

a. Number of employees 

b. Annual Income 

c. Total Assets 

 

< 10 people 

≤ US$ 2 million 

≤ US$ 2 million 

 

< 50 people 

≤ US$ 10 million 

≤ US$ 13 million 

 

< 250 people 

≤ US$ 50 million 

≤ US$ 50 million 

 

In Indonesia, according to Presidential Decree no. 99 of 1998, the definition of Small 

Business is the people small-scale economic activities in which its business sector 
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predominantly are small business activities and need to be protected to prevent unfair 

business competition. Whereas according to Law Number 20 of 2008, MSMEs have 

the criteria as described in Table 2.2 below. 

 

Table 2.2 

Criteria of MSMEs based on Law No. 20 of 2008* 

SME’s criteria 
Company’s scale 

Micro Small Medium 

a. Net Worth** 

 

 

b. Annual Sales *** 

≤ 50 million rupiahs 

(or US$ 3,500) 

 

≤ 300 million rupiahs 

(or US$ 21,000) 

≤ 500 million rupiahs 

(or US$ 35,000) 

 

≤ 2.5 billion rupiahs 

(or US$ 175,000) 

≤ 10 billion rupiahs 

(or US$ 700,000) 

 

≤ 50 billion rupiahs 

(or US$ 3,500,000) 

Source: Government of Indonesia, 2008 

 

Remarks: 

*   There is no difference between the criteria of manufacturing and service SMEs. 

** The meaning of net worth is the result of a reduction in the total value of the business 

property (asset) with total liability value, excluding land and building used for business 

(US$1 = 14,250 rupiah with currency rate in 2018). 

** * The meaning of annual sales is net proceeds derived from the sale of goods and 

services in one fiscal year (US$1 = 14,250 rupiah with currency rate in 2018). 

 

 

On the other hand, the Indonesian Central Statistics Agency (BPS, 2015) groups 

SMEs based on the number of workers, namely: a) A household business (or micro 

business) is a business unit with a permanent workforce of up to 4 people; b) Small 

businesses is a business unit with 5-19 workers; c) Medium-sized businesses is a 

business unit with 20-99 workers; d) Large businesses is a business unit with 100 or 

more employees. The permanent workforce is the average number of full-time and 

part-time workers, not including contract or sub-contracts workers (Taufik, 2017). 

 

According to Adiningsih (2007), different definitions and criteria for SMEs 

originating from different sources have strategic consequences related to a) 

administrative and regulatory objectives (such as taxation, Corporate Social 

Responsibility, and Labor Law); and b) objectives related to SME coaching, 
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enhancing technical capabilities and financing policies for SMEs. This results in 

difficulties for policymakers, consultants, and decision-makers in carrying out their 

duties, including difficulties in recording accurate and consistent data, measuring the 

contribution of SMEs to the Indonesian economy, and designing focused and 

directed regulations and policies. 

 

From a number of data sources used by researchers, the availability of data and 

information related to SME financial reports, particularly sales turnover and total 

assets, is relatively difficult to obtain because the majority of SMEs, especially micro 

and small-scale SMEs, do not/rarely make or have standard financial reports, 

transparent and accountable. In addition, given the fluctuating and relatively unstable 

nature of sales turnover, the use of sales turnover as an SME criterion is not easy to 

apply. Based on this situation, the SME criteria used in this study refer to the 2014 

Indonesian BPS regulations, which use the basis of the number of employees owned 

by SMEs rather than annual sales turnover. The SME criteria based on the number of 

employees are also widely used in several countries in the world as shown in Table 

2.1 above. 

 

2.2.2 The importance of MSMEs in Indonesia 

Referring to the Indonesian BPS data in 2018, during 2012 - 2017 the contribution of 

the MSME sector to Indonesia's Gross Domestic Product (GDP) increased from 

57.84 percent to 61.41 percent, while the employment rate also increased from 96.98 

percent to 97.22 percent of the total national workforce, with the number of MSME 

players reaching around 60 million business units (BPS, 2018). However, according 

to the Deputy of the Indonesian Chamber of Commerce and Industry, although the 
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indicators of MSME contribution to the formation of GDP and labor absorption 

increased, MSME sector access to the global production supply chain was still very 

minimal, which was only 0.8 percent. That is, the contribution of products to the 

global market was still dominated by large-scale companies. The reason is the lack of 

information and access to global markets by the majority of SMEs in Indonesia. 

Furthermore, the Deputy of Indonesian Chamber of Commerce also said in Kompas 

daily, 29 January 2016 that in the ASEAN region, Indonesia's MSME contribution to 

the global production supply chain was only slightly higher than that of Brunei, 

Myanmar, and Cambodia. As for Indonesian exports, the contribution of the MSME 

sector was only 15.8 percent, far below Thailand by 29.5 percent and the Philippines 

20 percent, moreover with Japan whose MSMEs contributed 53.8 percent 

(“Kontribusi UMKM Naik”, 2016). 

 

Nevertheless, in its journey, Indonesian MSMEs have proven to be resilient and able 

to withstand from the crisis that hit Indonesia, both the 1998 economic crisis and the 

2008 monetary crisis. According to Kuncoro (2008), a macro-economic expert, there 

were four rational reasons that caused this, i.e.: 1) MSMEs had not had foreign debt; 

2) did not owe much to banks (un-bankable); 3) used more local materials for their 

products; 4) were export-oriented. It was further stated by the Indonesian Banking 

Development Institute and Bank of Indonesia (2015) that MSMEs have demonstrated 

their ability to support national economic growth, even becoming a safety valve, 

motivator, and stabilizer for economic recovery because of their ability to make a 

significant contribution to GDP and national employment. On that basis, given the 

large role of Indonesia's MSMEs in helping government programs to reduce poverty, 

create jobs, and increase national income, while access to global markets is still very 
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limited, both to the global production supply chain and exports, it is very important 

to maintain the survival of Indonesia's MSMEs, developing their businesses and 

improving their performance in the future. 

 

2.2.3 Problems of MSMEs in Indonesia 

The existence of MSMEs in developing countries, including Indonesia, is to reduce 

or eliminate the imbalance in several aspects of social, economic, cultural, and 

technology caused by uneven development processes, mainly due to urban 

development bias that causes rural areas’ lagging compared to urban areas 

(Tambunan, 2001). In addition, as said by the Chairman of Indonesian SMEs 

Association in Republika daily, 23 November 2016 that a number of commodities 

sold in the urban market, such as wood and metal handicraft products, garments, 

home industry products, food and beverages, shoes and bags, agricultural and 

plantation products, and other products manufactured by MSMEs, are still unable 

competing in quantity (production capability) and quality compared to similar 

products made by domestic manufacturing industry, moreover with exporters 

(“UMKM hadapi tiga masalah untuk go international”, 2016). Welsch and White 

(1981) also argued that the location the MSMEs exist are a place where "sources of 

poverty" arise as a result of lack of resources. 

 

A limited financial resource may cause MSMEs to be unable to handle the situation 

when large investments are needed, including investments in technology (Rietveld & 

Sandee, 2001). Similarly, inadequate financial resources will also have an impact on 

the ability of MSMEs to obtain qualified human resources, which causes employees 

to have to study on their own expertise or wait for help from outside the company, in 
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the form of facilitating education and training courses (Kotey & Slade, 2005; Utomo 

& Dodgson, 2001). It can be said that MSME is a business unit that has limited 

resources physically, financially, humanly, and technologically. Nonetheless, 

MSMEs also have unique business management, which is informal (Wilkinson, 

1999; Kotey & Slade, 2005), flexible (Aragon & Marin, 2005), and in its business 

decision making usually depends on one person, the owner or manager (Feltham & 

Barnett, 2005). All of these facts are also common characteristics of the majority of 

MSMEs in Indonesia. 

 

Referring to the technocratic research conducted by the Surakarta Regional 

Development Planning Agency (Bappeda, 2015), there are seven problems of 

developing MSMEs and cooperatives in the Subosukawonosraten region, namely: 1) 

lack of active cooperatives, poor quality of cooperative health, and lack of 

cooperative human resources in accordance with technical expertise standards; 2) 

low application of science and technology in the production system, so that MSMEs 

lack competitiveness; 3) not intensive enough for the sustainability of public market 

effectiveness; 4) unavailability of policies that support the development and 

sustainability of MSMEs; 5) lack of quality human resources and marketing 

competitiveness of MSME products, in the fields of clothing, food, crafts, and 

services; 6) unavailability of data on the number of MSMEs and valid MSME 

business development information; and 7) low availability and accessibility of 

MSMEs to capital financial institutions or micro finance institutions (Bappeda, 

2015). 
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Sudaryanto (2011) who researched MSME empowerment strategies in dealing with 

the ASEAN free market, stated that the MSME development strategy to survive in 

current global competition can be performed by increasing competitiveness and 

developing its human resources. The strategies can be conducted through the 

provision of low-interest loans, easy access to market information, education and 

training on management and technology, the involvement of relevant institutions in 

the development of infrastructure and facilities, as well as ease in regulation and 

bureaucracy (Sudaryanto, 2011). More specifically, the aspect of quality human 

resources is the most decisive factor in overcoming MSMEs’ problems and in 

developing MSMEs. For reasons of developing the quality of human resources, 

especially for SME owners or managers in Indonesia, this study attempts to provide 

alternative solutions through empowering the entrepreneurial orientations owned by 

SME owners or managers in using social media to improve SME financial and non-

financial performance. 

 

2.3. SOCIAL MEDIA 

2.3.1 Definition 

Kaplan and Haenlein (2010, p. 61) defined social media as "a group of Internet-based 

applications that build on the ideological and technological foundations of Web 2.0, 

which allows the creation and exchange of user-generated content". Web 2.0 refers to 

a platform where content and applications are continuously modified by users in a 

participatory and collaborative manner (Kaplan & Haenlein, 2010). Whereas user-

generated content refers to the sum of all the ways people use social media (Kaplan 

& Haenlein, 2010). Different from traditional media, social media provides much 

better quality, reach, frequency, usability, closeness, and permanence for its users 
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(Agichtein, Carlos, Debora, Aristides & Gilad, 2008). Social media content consists 

of text, images, videos or networks such as Facebook (social bookmarking), Twitter 

(user forums or blogs), Instagram (sharing photos), Youtube (sharing videos), 

LinkedIn (professional networking) and so on (Fisher & Reuber, 2011; Berthon, Pitt, 

Plangger & Shapiro, 2012). Social media operates in a dialogical transmission 

system, whereby it allows many sources to many recipients, whereas traditional 

media operates under a monological transmission model, where it allows one source 

to many recipients (Pavlik & McIntosh, 2015). A more recent definition was stated 

by Hansen (2017) who defined social media as a set of online tools and applications 

that provide a way to communicate and interact socially among digital media users 

by facilitating and creating knowledge sharing, as well as transforming the ways 

from monologues to be dialogues. So, social media is a portable or mobile 

communication tool that can bridge and facilitate its users in meeting a number of 

social needs, which are conducted online. 

 

2.3.2 Implementation of social media in people's lives 

The presence of social media since the beginning of the millennium era has been able 

to influence the lifestyle and mindset of people throughout the world, and has been 

implemented in many aspects of life, not only in the business world but also in the 

fields of education, politics, medical, health, psychology, and other fields relating to 

community life. In the education field, studies from Esteves (2012); Gikas and Grant 

(2013); and Mardiana (2016) proved that the use of social media (i.e. Facebook and 

Instagram) and the internet in the realm of primary, secondary and higher education 

has made it easier for students and teachers to engage more intensively to interact 

and collaborate in the e-learning process, both in the classroom or at home. In the 
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world of politics, Hagar (2014), Tanase (2015) and Ardha (2014) also revealed that 

social media is an effective and efficient online campaign media for candidates to 

achieve political success in an election because it is able to form a multi-direction 

communication, that is between candidates-constituents, constituents-candidates, and 

between constituents. In the medical field, Ventola (2014) found that the use of 

social media among individuals aged 18-29 years has motivated them to change 

health behaviors and habits, while Mufti (2013) claimed that social media plays a 

role in helping to improve the provision of health information to the public in a 

number of remote areas in Indonesia. 

 

2.3.3 Development and use of social media in marketing 

In developed countries, social media has become a platform for business since 

Facebook was facilitated for business purposes in 2009 (Derham, Cragg & Morrish, 

2011). A number of studies have also been carried out related to the benefits derived 

from the use of social media by organizations or companies. For example, Derham et 

al. (2011) stated that through social media, companies can provide services to 

prospective buyers in the form of sharing information, tagging, messaging, 

commenting, or complaining about company products in an easier and faster way, 

and can promote its products at a much lower cost than conventional methods. In the 

realm of SMEs, Meske and Stieglitz (2013); Carson, Maxwell, Lyons, and Roy 

(2016); and Lakshmi, Mahboob and Choudhary (2017), who each examined SMEs in 

Germany, the United States, and India, argued that social media is very useful and 

contributes positively to organizations or companies. Marketing products through 

social media can build their business community because it can spark conversations, 

spread awareness, increase followers, build profiles of purchase history, and their 
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preferences for brand and company product images. An active and loyal community 

can eventually become a means for marketing campaigns and communication media 

for companies both online and offline. 

 

Conversely, in developing countries, the use of social media has not shown a real 

contribution, especially for SMEs. For example, Omar, Ramayah, Lin, Mohamad, 

and Marimuthu (2011) found that the use of the Internet by the majority of SMEs in 

Malaysia was still limited to the use of email and static pages, while online payment 

systems, online order processing, and the use of social media, such as Facebook for 

business and its development was still relatively low. More than 50 percent of SMEs 

were not yet aware that web-based marketing will improve company performance 

and profitability, increase Return On Investment (ROI), reduce operational costs, and 

improve business process flow. Similar conditions also occurred in Indonesian 

SMEs, such as the findings from Yulimar and Setiawan (2008), Sari and Hanoum 

(2012), and Setiowati, Hartoyo, Daryanto and Arifin (2015), which revealed that the 

understanding and the benefits gained from the use of media social by SMEs, 

especially to improve business performance, were still low. 

 

2.3.4 Advantages and disadvantages of social media usage in marketing 

The use of digital technology, especially social media, has opened up opportunities 

to generate profits for companies, but it can also pose potential problems or serious 

threats. According to Derham et al. (2011), companies with an SME scale can utilize 

social media to carry out their daily transactions because of their minimal costs and 

do not require a high level of information technology (IT) skills. Finotto and Micelli 

(2010) also stated that the skills needed to manage virtual space do not depend on the 
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knowledge or experience required by traditional ITs. Operationally, social media 

provides strategic benefits for companies such as cost reduction, revenue generation 

and managerial effectiveness (Teo & Choo, 2001); reduce marketing costs, improve 

customer relationships, and enhance corporate image and competitive position 

(Molla & Heeks, 2007); and increase export marketing performance (Lu & Julian, 

2007). Furthermore, Kim and Ko (2012) also claimed that social media allows 

companies to conduct integrated marketing activities with less effort and cost than 

before. Social media can have a dramatic impact on a company in the form of 

increasing brand reputation, corporate brand equity and value, digital advertising, 

and promotion; also capable of handling customer service problems, exploring 

innovative ideas, and building customer relationships (Solis, 2010). 

 

Nevertheless, it cannot be denied that threats of the use of social media can also 

arise. For example, due to the informal, unstructured, spontaneous and reactive 

nature of SME businesses (Gilmore, Carson & O’Donnell, 2004; Reijonen, 2010), 

the more effective communication media and marketing strategies for SMEs are 

through word-of-mouth approaches that are perceived to have a closer relationship 

with customers personally. For them, social media adoption can raise concerns about 

the risk of losing personal contact and losing control of their customers due to the 

absence of face-to-face activities (Caldwell, Harland, Powell & Zheng, 2013). 

Technically, the adoption of social media means setting aside some of the time and 

resources available to regularly update the blogs, groups, or social networks it 

adopts. This is feared to be a new problem for SMEs because of the lack of time and 

resources to handle it. In addition, the large amount of information obtained through 
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social media is also not easy to be understood and manage effectively so that it can 

be used for marketing purposes (Nakara, Benmoussa & Jaouen, 2012). 

 

2.4 IMPORTANCE OF SOCIAL MEDIA FOR SMEs  

In the context of SMEs, Kaplan and Haenlein (2010) and also Derham et al. (2011) 

stated that companies which are utilizing IT, including Internet access such as 

website, text messaging or email, can reduce cost and have a higher level of 

efficiency in interacting with consumers compared to those that are using traditional 

communication media, e.g. postal mail, phone, or facsimile. With the development of 

the Internet that can be accessed from a mobile phone, the adoption of the Internet by 

SMEs could be increased more in the future. More specifically, nowadays the use of 

social media has penetrated the business world and has become one of the 

commercialization media. According to Laurell (2014), there are three types of 

commercialization patterns or places related to the use of social media: 1) consumer-

dominated places; 2) professionally-dominated places; 3) places undergoing 

commercialization. The process of commercializing social media creates a new form 

of value network that stretches between consumers and producers where a 

combination of personal and commercial content is formed (Pihel & Sandström, 

2013). From this point of view, social media can be an effective medium to support 

company strategy, although it may be relatively more quickly adopted by individuals 

rather than business (Fisher & Reuber, 2011). 

 

A number of studies have been conducted with regard to the use of social media for 

company strategies (e.g. Asworth, 2011; Berthon et al., 2012; Fisher & Reuber, 

2011; Hoffman & Fodor, 2010; Kaplan & Haenlein, 2010; Kietzmann, Hermkens, 
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McCarthy & Silvestre, 2011), however, there is still a low understanding of how 

companies should manage social media, including how social media strategy fit all 

other company strategies (Aral, Dellacrocas & Godes, 2013). Fisher and Reuber 

(2011) argued that the lack of guidelines or strategies available to companies and 

expertise in handling social media does not develop much in business because the 

potential of social media is only available for a limited time, even though it continues 

to grow. Furthermore, Asworth (2011) also highlighted the lack of research on e-

business and company strategies to take advantage of social media, especially in the 

SMEs realm. According to Aral et al., (2013) the strategy that can be done by SMEs 

regarding the use of social media is to approach customers through company's inter-

departmental by taking into account the contribution of negative perceptions of 

customers and handling complaints against the company's products and services from 

customers. Kietzmann et al., (2011) assumed that servicing customer through social 

media is a 'new marketing' and suggested for companies to focus more on how social 

media can provide satisfaction to customers, respond to customer complaints, as well 

as continuous improvement of company products or services. 

 

Today, social media such as Facebook, Twitter, Instagram, Pinterest, YouTube, Line, 

and WhatsApp have dominated the use of the Internet for various purposes, from 

simply communicating between users, till becoming a medium to interact and 

establish relationships between buyers and sellers. Research conducted by Carter 

(2014) and Miller and Lammas (2009) showed that the presence of 'Add friend' and 

'Like' icons on Facebook, 'Follow' on Twitter, or 'Subscribe' on YouTube, has made 

netizens (a term for Internet users) easier to socialize and interact, to discuss products 

offered by companies, or to enjoy photos or videos that can visually describe 
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company products. All facilities provided by social media aim to facilitate 

communication between client and server, in both business and social contexts. The 

development of network and communication technology that can install software on 

cellphones or smartphones, allows communication to be performed face-to-face 

using video call facilities, such as Line and WhatsApp. The presence of social media 

can give importance to the company as a competitive weapon if it can be used 

optimally. Nevertheless, the effectiveness and optimal use of social media are largely 

determined by the talents and skills of the owner or manager of the company in 

reading business opportunities offered by the market through social media 

(Edomwan et al., 2011; Kuzma et al., 2014). 

 

It was further stated by Edomwan et al. (2011) and Kuzma et al. (2014) that social 

media has the potential to connect more people freely and easily, then social media 

can be a facilitator for companies to understand what consumers need. Social media 

can motivate companies to proactively respond to customer needs in an effective and 

efficient way (Matuszak, 2007). In addition, social media also stimulates the 

emergence of innovation from the owner/manager of the company because it is 

driven by a process to monitor the activities carried out by consumers in the form of 

comments, responses, criticisms, or testimonies on the company's products or 

services (Parveen et al., 2014). Likewise, companies that use social media will be 

willing to take risks and invest in more aggressive ways to provide satisfaction to 

their customers and to get more productive and constructive feedback (Rauch et al., 

2009). 
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2.5 ENTREPRENEURIAL ORIENTATION 

The formulation of business strategy in a company needs to be supported by the total 

involvement of business owners and managers, where the focus is on the process of 

managerial actions in entrepreneurship, including experimentation or innovation, 

risk-taking, and responsiveness in taking opportunities or pro-activeness (Miller, 

1983). These three terms of Miller (1983) were then referred by Covin and Slevin 

(1989) as the company's strategic posture, called entrepreneurial orientation 

(hereinafter abbreviated as EO). The latest definition of EO was presented by Cools 

and Van den Broeck (2007, p. 27) as "the top management's strategy in relation to 

innovativeness, pro-activeness and risk-taking". Thus, EO in a company is shown by 

the extent to which the owner or top manager dares to take risks related to his/her 

business, in order to support change and innovation, and be more proactive in 

gaining opportunities and competitive advantages for the company. 

 

From a number of studies involving the dimensions of EO (e.g. Covin & Wales, 

2012; Miller, 2011; Rauch et al., 2009) there are significant implications between the 

dimensions of EO and business performance. Rauch et al. (2009) stated that EO 

represents a promising area for building a cumulative body of relevant knowledge 

about entrepreneurship. EO is a degree of organizational behavior that provides the 

basis for entrepreneurial action (Covin & Wales, 2012; Rauch et al., 2009). 

Meanwhile Lumpkin and Dess (1996) stated that EO refers to a process of 

entrepreneurship that reflects the methods, practices, and decision-making styles 

managers use to act entrepreneurially. Lumpkin and Dess (1996) and Rauch et al. 

(2009) concluded that companies with high EO implementation will perform better 

than the ones with low EO implementation rates. Companies with high EO 
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implementation will be able to identify and seize opportunities in different ways 

(more effectively and efficiently) than companies that run their business 

conservatively. That is, managerial resources are directly related to human resources 

that can influence the ability to innovate, trigger proactively, and provide confidence 

in risk-taking (Muchiri & McMurray, 2015). So, the EO includes policies and 

practices that provide the basis for entrepreneurial decisions and actions, as well as 

involves the practice and process of developing strategies for the purpose of 

developing venture opportunities for companies (Rauch et al., 2009; Wales, Monsen 

& McKelvie, 2011). 

 

In carrying out the business and improving its performance, there are actually many 

strategies that can be used by organizations or companies, and EO is one of them. 

According to Rosenbusch, Bausch and Rauch (2013), who made a meta-analysis of 

184 papers on the role of EO dimensions in mediating the relationship between task 

environment and organizational performance, besides the EO dimension, strategic 

company renewal and venturing (Zahra, 1996) can describe the strategy-making 

process at the organizational level. In this case, Rosenbusch et al. (2013) refer to the 

philosophy of Lumpkin and Dess (1996) which stated that EO is a key concept when 

executives strategize and hope to do something new and take advantage of 

opportunities that other organizations cannot exploit. Whereas the philosophy of 

Zahra (1996) stated that to improve its performance, companies should have strategic 

company renewal, that is the process of change and the results of adjustments in 

strategic directions that have the potential to determine the company's long-term 

competitiveness. The aim is to provide a strategic match between the company's 

internal capabilities and changes in the external environment such as technology, 
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markets, industry, and economics that require a change in the status quo in running a 

business (Zahra, 1996). In addition, the company should also have strategic corporate 

venturing, that is the process of creating and integrating new businesses, or part of 

new business through equity investment, into the entire business portfolio of an 

organization (Narayanan, Yang & Zahra, 2009). New business creation aims to 

provide the contribution to the heterogeneity of companies, i.e. by increasing the 

business portfolio, for the company's competitive advantage, and for skills 

development (Narayanan et al., 2009). So, strategic renewal involves the 

reconfiguration of strategies and/or structures that exist in the company, while 

company venturing leads to the creation of new businesses within a company 

(Sharma & Chrisman, 1999). 

 

Nonetheless, Hosseini (2016) who investigated the internationalization of SMEs in 

Iran, argued that strategic renewal and company venturing is a strategy-making 

process that is closely related to company entrepreneurship, and focuses on the 

company's actual entrepreneurial behavior, not orientation to entrepreneurship. 

Company entrepreneurship measures entrepreneurial outcomes and ignores the initial 

orientation (Hosseini, 2016). Based on this reason, this study focuses more on the 

discussion on EO constructs that can be implemented on any business scale, 

including international entrepreneurship such as franchises, as well as be relevant for 

organizations and individuals. In addition, because the domain of EO research is 

entrepreneurship, the EO construct can also be applied to disciplines other than 

business and strategic management, such as sociology, economic, geography, 

political science, development economics, and psychology (McDougall-Covin, Jones 

& Serapio, 2014). 
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Referring to the company's strategic posture as depicted by Covin and Slevin (1989), 

the three EO dimensions can be used as a concept of management strategic 

development and corporate entrepreneurship theory. Therefore, studies related to 

management and entrepreneurial strategies need to involve these three dimensions as 

a basic study of the EO construct (Matsuno, Mentzer & Ozsomer, 2002; 

Weerawardeena, 2003). In its development, there are a number of other dimensions 

that may be added to the EO package, for example, Lumpkin and Dess (1996) which 

argued that there are a series of dimensions of the process of making strategies that 

underlie a number of entrepreneurial processes, namely autonomy and competitive 

aggressiveness. In addition, it also can be added the dimension of Locus of Control 

and Need for Achievement/Entrepreneur's achievement motivation (Littunen, 2000; 

Lee & Tsang, 2001); Self-Reliance and Extroversion (Lee & Tsang, 2001); and 

Ambition (Boso, Cadogan & Story, 2013). 

 

In this study, the researcher considers using the three EO dimensions from Miller 

(1983) as a mediating variable to the relationship between independent and 

dependent variables. The underlying reasons are: 1) The three dimensions of EO 

from Miller (1983) are relatively dominant and popular used in EO studies, both for 

large-scale companies and SMEs (Wiklund & Shepherd, 2003; Tang, Tang, Marino, 

Zhang & Li, 2008); 2) To become an entrepreneurial company, it is not necessary for 

all dimensions of EO to coexist, because each dimension of EO has its respective 

strength and uniqueness, and can be used independently (Chow 2006); 3) A number 

of studies have ignored the idea of competitive aggressiveness from Lumpkin and 

Dess (1996) because it was proved no influence at all on business performance, 

especially in the realm of SMEs (Effendi et al., 2013; Frank, Kessler & Fink, 2010; 
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Green, Whitten & Inman, 2008; Hughes & Morgan, 2007); 4) Aggressiveness in 

competition is one of the structural weaknesses of SMEs in Indonesia which is 

proved less aggressive in pursuing their competitive position in the market 

(Kusumawardhani, 2013; Suryana, Ahman, Mahmud & Herlinawati, 2019); and 5) In 

the realm of SMEs, the dimension of autonomy from Lumpkin and Dess (1996) has 

an insignificant and negative relationship to the performance of SMEs in Indonesia. 

Due to the characteristics of SME owners/managers and the influence of Indonesian 

culture, especially Javanese, SME owners/managers are recognized broadly, as to 

have the highest power and authority in managing a business, so that the autonomy 

granted to employees becomes very limited (Hughes & Morgan, 2007; 

Kusumawardhani, 2013; Zahra, 2005). For more details, the following section 

explains the three dimensions of EO from Miller (1983). 

 

2.5.1 Innovativeness 

Innovation is defined by Zahra and Das (1993, p. 24) as "creating and introducing 

new products to the market, usually well ahead of the competition". Whereas a 

number of other researchers, such as Morris, Kuratko, and Covin (2008) argued that 

innovation is related to creativity, namely the mental ability and curiosity of a person 

to discover something new. Creativity is the source of ideas and imagination that will 

lead to the emergence of new products, new services, new processes, new markets, 

and new technologies (Landström, 2005). Based on those definitions, Aloulou and 

Fayolle (2005) concluded that innovation is the core of entrepreneurship and is the 

foundation for entrepreneurs in developing new products or creating new processes. 

On the other hand, Otero-Neira, Lindman, and Fernandez (2009) emphasized the 

importance of innovation in creating the competitiveness of companies, which in turn 
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will improve the performance of the company. According to Damanpour and 

Wischnevsky (2006), the company's innovative capabilities are important in order to 

survive and flourish when the company's operations are in tight competitive 

conditions, rapid technological advances, and resource scarcity. Thus, innovation is 

an essential and fundamental part of entrepreneurship and company business strategy 

(Covin & Miles, 1999), although in its implementation the existence of innovation 

and other EO dimensions can act as antecedent variables or consequence variables 

(Kreiser, Marino & Weaver, 2002). 

 

Some researchers such as Coulthard (2007); Massa and Testa (2008) and Otero-Neira 

et al. (2009), who were measuring the relevance of innovations to enhance 

competitiveness and/or business performance, have produced different findings. 

Coulthard (2007) revealed that innovation was not the most significant dimension for 

improving business performance. Whereas Massa and Testa (2008) stated that there 

are differences in perceptions and interpretations of some parties (e.g. academics, 

entrepreneurs, policymakers) to the meaning of innovation that causes the treatment 

and implementation of innovation to be different, so the perspective and impact on 

business performance is also different. Theoretically, innovation is close to the term 

novelty (Damanpour & Wischnevsky, 2006). There are two terms concerning the 

novelty, namely radical innovation and incremental innovation. Radical innovation 

refers to update or substantial change in the organization that will impact on 

increasing knowledge for the company. Whereas in incremental innovation, renewals 

require little improvement in technology, or simple ways in product improvements, 

or sufficient modification in performance improvements (Damanpour & 

Wischnevsky, 2006; Otero-Neira et al., 2009). 
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2.5.2 Pro-activeness 

Lumpkin and Dess (1996, p. 146) defined pro-activeness as “an opportunity-seeking, 

forward-looking perspective involving the introduction of new products or services 

ahead of the competition and acting in anticipation of future demand to create change 

and shape the environment”. In other words, pro-activeness is taking initiative by 

anticipating and pursuing the new opportunities associated with future demand and 

by getting involved in the marketplace. The company that acts pro-actively can be 

said to be a leading company rather than a follower, having the will and the desire to 

seize new opportunities, markets, or products first. Thus, pro-activeness is concerned 

with reactions to opportunities and the aggressiveness of companies, especially in the 

face of threats or competition (Lumpkin & Dess, 2001). This definition is similar to 

the one proposed by Knight (1997, p. 218) who stated pro-activeness as "aggressive 

execution and follow-through, driving toward the achievement of the company’s 

objectives by whatever reasonable means as necessary". Meanwhile, Rauch et al. 

(2009) emphasized that the focus of the pro-activeness dimension is on ascertaining 

immediate opportunities and strategic forecasting in order to gain a competitive 

market advantage over other companies in terms of new products and new services. 

Thus, pro-activeness is defined as a forward-looking perspective by introducing new 

products and/or services ahead of the competition (Rauch et al., 2009).  

 

A number of studies, concerning the relationship between pro-activeness and 

business performance, have been conducted by researchers such as Coulthard (2007), 

and Hughes and Morgan (2007), who revealed that pro-activeness has a varied role 

to the stages of company development, whether at the embryonic or start-up stage, 

growth, maturity or at the decline stage. This is based on the study of Hughes and 
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Morgan (2007) who investigated the independent impact of the five EO dimensions 

on the young high-technology companies' performance at the embryonic stage of 

development and found that only pro-activeness and innovativeness had a positive 

influence, risk-taking had a negative effect, while autonomy and competitive 

aggressiveness did not have any impact on business performance. This means, at the 

beginning of the company's growth, pro-activeness can be a decisive factor 

especially in securing its market position, but at a consolidation stage of business 

establishment, pro-activeness may no longer be an important factor for the company. 

Kusumawardhani (2013), who revealed that only pro-activeness has a positive 

impact on the performance of furniture SMEs, also states that the level of a 

company’s pro-activeness is positively related to its ability to gather further 

information related to the resources and opportunities available to the industry. That 

is, pro-active companies are able to scan their business environment more closely to 

recognize and identify opportunities that exist outside the company's environment. 

This ability makes the information obtained become more widely so that the 

empowerment of resources owned by the pro-active companies become more 

effective and efficient compared to less pro-active companies. 

 

2.5.3 Risk-taking 

Risk-taking is defined by Miller and Friesen (1978, p. 923) as "the degree to which 

managers are willing to make large and risky resource commitments, i.e. those which 

have a reasonable chance of costly failure”. Whereas Rauch et al. (2009, p. 763) 

identified risk-taking as the ability of companies to engage in decision making and 

courageous actions to "sail to uncharted waters" and commit to significant use of 

funds. According to Miller (1983) and Lumpkin and Dess (1996), risk-taking refers 
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to the company's willingness to engage in calculating risks associated with a 

company's business in the market, until the moment of uncertainty about outcomes to 

be addressed. The willingness means, ready to expend all resources owned by the 

company in large numbers in the hope of obtaining high returns (Dess & Lumpkin, 

2001). 

 

A study conducted by Palich and Bagby (1995) revealed that in risk-taking, 

entrepreneurs categorize risks more positively than those who are non-entrepreneurs, 

yet were not more predisposed to dare in taking the risks. Entrepreneurs tend to see 

situations more in the perspective of available opportunities than risks to be taken, 

such as financial leverage indicators i.e. debt to total equity. It is undeniable that risk-

taking is close to the situation of uncertainty, so the contribution to the company's 

performance is determined by how much risk-taker's courage ensures uncertainty. 

Therefore, Lumpkin and Dess (1996) also suggested future research in terms of the 

company which is involved in risky projects by evaluating a manager’s preference 

for courageous versus cautious actions in risk-taking. In his article, Rauch et al. 

(2005) revealed a small contribution to risk-taking on business performance. On the 

other hand, some other researchers found a negative relationship between risk-taking 

and business performance (e.g. Naldi, Nordqvist, Sjöberg & Wiklund, 2007; Sebora, 

Lee & Sukasame, 2009). The most basic reason for this is the result of high levels of 

risk aversion faced by the perpetrator, or the decision-maker, due to the uncertainty 

situation. According to Naldi et al. (2007), a low level of tolerance to uncertainty due 

to the existence of factors such as national culture, attitude, and behavior of the 

organization itself and the role of government. Theoretically, there are a number of 

aspects related to uncertainty that can affect risk-taking such as economic 
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uncertainty, natural uncertainty, and uncertainty caused by human behavior. In this 

context, the relationship between risk-taking and business performance may differ 

from one case to another. 

 

2.6 THE ISSUES OF EO UNIDIMENSIONAL AND MULTIDIMENSIONAL 

In implementing the EO dimension, there is serious debate among researchers related 

to the conceptualization of EO as an organizational construct in relation to business 

performance, namely unidimensional, and multidimensional concepts (Covin & 

Slevin, 1989; Rauch et al., 2009; Wales et al., 2011). For Miller (1983) and Covin 

and Slevin (1991), to be considered as entrepreneurial oriented, and hence, in order 

to improve its performance, a company needs to integrate all EO dimensions 

simultaneously (or unidimensionally), and all EO dimensions must make a balanced 

contribution with regard to its performance enhancement. Each EO dimension can 

vary its contribution, but an increase in EO means an increase in all dimensions 

simultaneously (Covin & Slevin, 1991; George & Marino, 2011; Kreiser et al., 2002; 

Miller, 1983). Furthermore, Covin et al. (2006) emphasized that if the EO construct 

is decomposed in its dimensions, then the unidimensional principle becomes no exist. 

Eventually, DeepaBabu and Manalel (2016) concluded that the conceptualization of 

EO unidimensional is a sustained company-level attribute in the form of singular 

quality, where the five dimensions of EO have balanced strength in improving 

business performance. 

 

On the other hand, the multidimensional approach initiated by Lumpkin and Dess 

(1996) states that in improving organizational performance, the five EO dimensions 

must be treated as independent behavioral dimensions because the effects of each EO 
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dimension can be observed independently. The independence of EO dimension 

means that in improving performance, it is possible for one or several EO dimensions 

to be of high value, while other EO dimensions are low, but each dimension of EO 

has conceptual space that can explain the meaning of each value (Covin et al., 2006; 

Covin & Miller, 2014; Muchiri & McMurray, 2015; Wales et al., 2011). In other 

words, EO is a collective profile or composition that is formed by the five 

dimensions, each of which has 'uniqueness' (Covin & Lumpkin, 2011; DeepaBabu & 

Manalel, 2016). Thus, to be called as entrepreneurial, there is not a need for the 

company to use five dimensions of EO side by side in improving business 

performance (Chow, 2006). The benefit of EO's multidimensional approach is that, it 

can identify the unique contributions of each EO dimension so that companies can 

find the best EO dimension combinations that can improve business performance 

(Kreiser et al., 2002). 

 

Implementation of the EO unidimensional approach to organizational performance 

has been carried out by a number of researchers, for example Covin and Slevin 

(1989); Miller (2011); Milovanovic and Wittine (2014); and Stam and Elfring 

(2008). In their paper, Stam and Elfring (2008, p. 98), who investigated 90 new 

ventures in the emerging open-source software industry, illustrated EO as an 

"exhibition of innovativeness, pro-activeness and risk-taking, simultaneously". 

Whereas Milovanovic and Wittine (2014), who examined 85 SMEs in Italy found 

that the five dimensions of EO, simultaneously, had a positive relationship with 

business performance. On the other hand, a number of researchers also used the EO 

multidimensional approach to business performance, such as Aloulou and Fayolle 

(2005); Hughes and Morgan (2007); Mahmood and Hanafi (2013); and Rauch et al. 
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(2009). A study conducted by Hughes and Morgan (2007), who observed young 

companies in the UK, found that pro-activeness and innovativeness had a positive 

effect on improving business performance. In the realm of SMEs, a few researchers 

made research with similar approaches, for example, Fadda (2018); Frishammar and 

Andersson (2009); Kusumawardhani (2013); and Li et al. (2009). In its study, Fadda 

(2018) who surveyed 224 SMEs in Italy, revealed that innovativeness, pro-

activeness, and autonomy were significantly related to SME performance. Whereas 

Frishammar and Andersson (2009) who examined international SMEs in Sweden, 

found that only pro-activeness was the most important EO dimension to improve 

SME performance. The causes of the varied effect of EO dimensions on business 

performance, according to Kusumawardhani (2013) who examined 145 furniture 

SMEs in Indonesia, may depend on different contexts seen from industry, business 

environment, country, and stages in the company development. 

 

This study applies the three dimensions of EO, partially or multi-dimensionally, with 

the aim to find out how the mediating effect of each EO dimension on the 

relationship between each latent variable on the construct of social media use to each 

latent variable on the construct of financial, and non-financial performance of SMEs. 

As far as the researcher knows, the implementation of the EO dimension as a 

mediating variable which is analyzed multi-dimensionally has never been done in 

previous studies, except the application of the EO dimension as an independent 

variable (See Tables 2.3 and 2.4). 
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2.7 BUSINESS PERFORMANCE 

The definition of business performance has been explained by many researchers 

since the 1950s until now. For example, Smith and Reece (1999, p. 153) defined 

business performance as "the operational ability to satisfy the desires of the 

company's major shareholders". Whereas Lebans and Euske (2006) defined it as a set 

of financial and non-financial indicators that offer information on the degree of 

achievement of objectives and results. The concept of business performance is 

dynamic, requires assessment and interpretation, needs to know the basic 

characteristics of each area of responsibility, and in order to report the level of 

performance, it is necessary to measure its results. Concisely, Collase (2009) 

considered that business performance includes several different notions such as 

growth, profitability, return, productivity, efficiency, and competitiveness, while 

Bartoli and Blatrix (2015) assured that the definition of business performance can be 

achieved through trials, evaluations, effectiveness, and quality. 

 

With regard to outcome or performance measurement, a number of concepts have 

developed since 1980, namely when the literature on business performance 

measurement first appeared (Franco-Santos, Kennerley, Micheli, Martinez, Mason, 

Marr, Gray & Neely, 2007; Mann & Kehoe, 1994). Performance measurement is 

defined by Moullin (2007, p. 182) as "a process of evaluating how well the 

organization is managed and the value they provide to customers and other 

stakeholders". Whereas Upadhaya, Munir, and Blount (2014) stated performance 

measurement as the process of gathering, analyzing, and/or reporting information 

about the performance of individuals, groups, organizations, systems, or components. 

In this context, performance measurement can involve processes, or strategies within 
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the organization, or studying of the process, parameters or technical phenomena, to 

see whether the output matches what was intended, or should be achieved. Thus, 

business performance is a construct to measure the success of a company in 

achieving its stated objectives, where the company is said to experience success in a 

particular business field when existing business operations and practices meet all 

basic needs (Kotter & Heskett, 1992). 

 

Business performance can be assessed, or measured objectively, or subjectively. The 

former means that performance appraisal is determined by accounting data made by 

the company or secondary data made by other parties, while the latter refers to data 

that is self-reported by the company or based on the perceptions of respondents being 

questioned about the company. There are three aspects that distinguish objective and 

subjective measurements, namely indicators, measurement standards, and scale 

anchors (Kim, 2006; Wall, Michie, Patterson, Wood, Sheehan, Clegg & West, 2004). 

Objective measurements focus on actual financial indicators, key informants report 

absolute financial data, and no scale used. Whereas subjective measurements focus 

more on overall performance, key informants are asked to rate performance relative 

to their competitors (and/or industry), and scales are used (e.g. from "very poor" to 

"very good", or "much lower" to "much higher", or "worst in the industry" to "best in 

the industry"). Stam and Elfring (2008) stated that the objective performance 

appraisals can reduce the common method bias, but are relatively difficult to achieve. 

This is because information related to financial details is sensitive, so 

respondents/companies will show an unwillingness to open or disclose financial 

information to other parties. On this basis, subjective actions are needed to evaluate 

business performance (Runyan, Droge & Swinney, 2008). 
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Subjective assessments are generally carried out by comparing current company 

performance with previous performance (Becherer & Maurer, 1997), comparing 

company performance with major competitors (Madsen, 2013; Wang, 2008), or 

between company performance with similar companies in the industry (Runyan et 

al., 2008). Nevertheless, Lumpkin and Dess (1996) suggested to researchers that in 

measuring company performance, they should consider the nature, and 

characteristics of the business. Chong (2008) also argued that, there is a clear gap in 

understanding performance measurement between large companies, and SMEs due 

to the nature and complexity of the business structure, and due to the level of 

owner/manager’s willingness to participate in the fact-finding process. The use of 

subjective measurements is more aimed at eliminating relative difficulties, especially 

in SMEs that lacks of objective financial data, incomplete, obscured, manipulated by 

their owners/managers in order to safeguard the company’s reputation and 

confidentiality, avoid personal taxes, company taxes, or public scrutiny (Sapienza, 

Smith, & Gannon, 1988). According to Covin and Slevin (1989), the act of 

manipulating data through subjective adjustments results in objective financial data 

inaccuracies, so that many research topics cannot be comprehensively investigated. 

On the other hand, the occurrence of misperception and misinterpretation in 

objective measurements causes subjective actions to be considered as providing 

better explanation and more complete information. For instance, a company is 

assessed to perform poorly due to the low level of profitability, but in fact, the 

company is carrying out investment activities, infrastructure development, or 

activities in the context of research and development of the company's products and 

markets. 
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Measurement of business or organizational performance is a multidimensional 

construct consisting of financial and non-financial performance (Bourne, Neely, 

Mills & Platts, 2003; Neely, 2007). Therefore, companies need to put these two 

performances into a balance measure in order to obtain maximum benefits, not only 

for the company, but also for all stakeholders (Anthony & Govindarajan, 2007; 

Hoque, 2005; Kaplan & Norton, 1996). A similar opinion was expressed by 

Venkatraman and Ramanujam (1986), who suggested that broad business 

performance not only includes financial performance, but also operational 

performance (non-financial). According to them, business performance reflects a 

strategic management perspective, which is part of the overall concept of 

organizational effectiveness. The validity of measuring business performance can be 

done if financial, and operational indicator data, are obtained from the main source. 

Conversely, business performance measurements cannot be validated if data is 

obtained from different sources. With subjective perception, the value of the validity 

of measuring business performance, can be increased. 

 

Related to the validity of performance measurement, studies from Dess and 

Robinson (1984); and Song, Droge, Hanvanich, and Calantone (2005) revealed a 

strong positive correlation between subjective and objective measurements on a 

number of indicators tested (for example, ROA and sales) during the same period. 

Whereas Tepper and Tepper (1993) found that data obtained from respondents had 

smaller variances than data published by companies because the objective data 

provided was often inaccurate due to the avoidance of information being open to the 

public. On the other hand, Wall et al. (2004) noted that not much attention is paid to 

evaluating the validity of subjective measurements. Therefore, they suggested to 
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validate subjective measurements through three tests, namely construct, convergent, 

and discriminant. Song et al. (2005) also recommended conducting subjective 

measurement validations that focus on SMEs to prove that subjective measurements 

can be relied upon as the best alternative to support objective business performance 

measurements. This study uses Partial Least Squares - Structural Equation Modeling 

(PLS-SEM) analysis, which contains a method for validating constructs, 

convergence, and discriminant against data obtained from respondents. 

 

2.7.1 Financial Performance 

A number of indicators measuring the company's financial performance have been 

recommended by previous researchers. For example, indicators of profitability, cash 

flow, ROI, and inventory turnover (Chen & Shimerda, 1981; Matsumoto, 

Shivaswamy & Hoban, 1995). Whereas Murphy, Trailer, and Hill (1996) classified 

three commonly used financial performance dimensions, namely efficiency, growth, 

and profit. Efficiency includes Return on Investment (ROI), Return on Equity (ROE) 

and Return on Asset (ROA), Return on Net Worth, and Gross Income. Growth is 

measured by sales growth, the number of employees and market share achieved, 

while profit consists of sales returns, profit margins, and earnings before tax. A 

number of other studies that discuss indicators of measuring financial performance 

are presented in Table 2.3 below. 
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Table 2.3 

Financial Performance Measurements 

No. 
Financial performance 

measurement(s) 

Samples/Respondents/ 

Literatures/Studies 
Author(s) 

1 

Profitability, Cash flow, 

Return on Investment, and 

Inventory Turnover  

Literature review and data 

analysis on 385 bankrupt and 

14,000 non-bankrupt unlisted 

Greek firms during 10 years 

Chen and 

Shimerda (1981) 

2 

Profitability, Cash flow, 

Return on Investment, and 

Inventory Turnover  

A meta-analysis on the perceived 

usefulness of 63 ratios and 13 

ratio groups for analyzing 

manufacturers and retailers 

Matsumoto, 

Shivaswamy, and 

Hoban (1995) 

3 
Profitability, Growth, and 

Efficiency  

Literature survey of 51 published 

entrepreneurship studies from 

1987-1993  

Murphy, Trailer, 

and Hill (1996) 

4 
Profitability, Costs, Sales, 

and Market Share 

Survey on 1200 managers from 

six different managerial functions 

within two time periods in US 

business organizations 

Moorman and 

Rust (1999) 

5 
Profitability, Cash flow, and 

Budget vs. Actual 

Cases study at the European 

Operations department of Nike 

sportswear company 

Luther, Fortuin, 

and Wouters 

(2005) 

6 

Profitability (ROA, ROI, 

ROE), Growth, Market 

share/value 

Survey on 40 industries of the 

Fortune 1000 companies 
Cho and Pucik 

(2005) 

7 
Profitability, Cash flow, and 

Budget vs. Actual 

Empirical experiment with 35 

financial ratios and 135 pairs of 

listed companies in China 

Sun and Li (2006) 

8 

Profitability, Return On 

Investment (ROI), Return on 

Assets (ROA), and Earnings 

per share (including 

customers turnover) 

Survey on 597 small events firms 

based in the UK 
Wood (2006) 

9 
Profitability, Market Share, 

and Sales growth  

Survey on 613 ISO 9001: 2000 

certified manufacturing and 

service organizations in Australia 

and New Zealand 

Feng, Terziovski, 

and Samson 

(2008) 

10 
Profitability, Cash flow, and 

Budget vs. Actual 

Survey on 27 agricultural SMEs 

and cooperatives (Farmers 

Organization) in Malaysia 

Mohd Harif, Hoe, 

and Ahmad 

(2013) 

11 

Cost of communication with 

customers, cost of 

advertising and promotion, 

and cost of customer service 

and support 

Survey on 174 business 

organizations in Malaysia which 

have and implement social media 

to support marketing programs 

Parveen, Jaafar, 

and Ainin (2016) 

 

 

In the context of SMEs, Mohd Harif et al. (2013) who investigated financial and non-

financial performance indicators on 27 SMEs and Agribusiness Cooperatives in 

Kedah, Malaysia found that financial performance in SME-scale companies can be 
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indicated from profitability, cash flow positions, and budget versus actual, not on 

return on investment (ROI) and inventory turnover. Whereas specifically, Parveen et 

al. (2014) who examined 174 business organizations in Malaysia that use social 

media to support their marketing programs, put marketing costs as an indicator to 

measure the SMEs' financial performance. For SMEs in Indonesia, due to limited 

resources, especially human and financial resources, the performance measurement 

of SMEs which ideally be carried out objectively, but in fact, many SMEs in 

Indonesia were not accustomed to making standard financial accounting reports, so 

very little information related to cash flow position and budget are available. 

Therefore, the measurement of financial performance in this study refers to the 

studies of Mohd Harif et al. (2013), Parveen et al. (2016), and the majority of 

previous studies, namely profitability. Operationally, there are two dimensions that 

are used as the basis for measuring profitability in this study, namely cost reduction 

and sales increase. 

 

2.7.2 Non-Financial Performance 

Measurement of business performance has evolved from a more focused on financial 

to non-financial perspectives in the last two decades (Taticchi, Cagnazzo, and 

Botarelli (2008). Previously, Neely et al. (1999) stated that the company's business 

environment requires information not only related to financial performance only, but 

also information about customers, competitors, suppliers, and other corporate 

stakeholders. Likewise, Kaplan and Norton (2000) suggested a balanced combination 

of financial and non-financial performance measurements in the company's business 

environment. A number of studies also focused on measuring non-financial 

performance, for example, Customer Relationship Management (CRM) performance 
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indicators suggested by Griffin and Page (1993); and productivity, efficiency, and 

competitive ability (Mukhopadhyay, Kekre & Kalathur, 1995). Furthermore, Fornell, 

Johnson, Anderson, Cha, and Bryant (1996) emphasized the importance of 

performance which is measured by the level of customer satisfaction (e.g. perceived 

quality, perceived value, and customer expectations) and customer responses 

(customer loyalty or complaints). Table 2.4 below provides an overview of a number 

of previous studies that discussed the measurement of the company's non-financial 

performance. 

 

Table 2.4  

Non-Financial Performance Measurements 

No. 
Non-financial performance 

measurement(s) 

Samples/Respondents/ 

Literatures/Studies 
Author(s) 

1 

Customer satisfaction, 

Customer retention, and 

Product/Service quality 

(speed and creativity) 

Survey and literature review on 

75 success and failure measures 

of product development  

Griffin and Page 

(1993) 

2 
Productivity, Efficiency, and 

Competitiveness 

Case study on the assembly 

centers of Chrysler Corporation 

related to the implementation of 

Electronic Data Interchange (EDI) 

technology 

Mukhopadhyay, 

Kekre, and 

Kalathur (1995) 

3 

Customer satisfaction 

(Perceived quality, Perceived 

value and Customer 

expectations, Customer 

complaint vs. Customer 

loyalty) 

Survey on 250 respondents each 

in seven major economic sectors 

in the US using American 

Customer Satisfaction Index 

(ACSI)  

Fornell, Johnson, 

Anderson, Cha, 

and Bryant (1996) 

4 
Productivity, Efficiency, and 

Competitiveness 

Literature analysis on 59 

American and European e-

business 

Amit and Zott 

(2001) 

5 

Customer satisfaction, 

Product and service quality, 

and Employee efficiency 

Survey on 162 medium-sized and 

large companies in Slovenia Zaman (2004) 

6 
Quality of Products and 

services, and Innovativeness 

Survey on 40 industries of the 

Fortune 1000 companies 

Cho and Pucik 

(2005) 

7 
Design quality and product 

improvement 

Survey on 597 small events firms 

based in the UK 
Wood (2006) 

8 
Productivity, Product quality, 

and Customer satisfaction 

Survey on 613 ISO 9001: 2000 

certified manufacturing and 

service organizations in Australia 

and New Zealand 

Feng, Terziovski, 

and Samson 

(2008) 

Table 2.4                 Continued 
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Table 2.4  

Non-Financial Performance Measurements (Continued) 

No. 
Non-financial performance 

measurement(s) 

Samples/Respondents/ 

Literatures/Studies 
Author(s) 

9 
Customer satisfaction, 

Product and service quality 

Survey on 27 agricultural SMEs 

and cooperatives (Farmers 

Organization) in Malaysia 

Mohd Harif, Hoe, 

and Ahmad 

(2013) 

10 

Customer services, customer 

loyalty and retention, 

customer relationship; and 

Information accessibility (to 

competitor information, 

market information, and 

information to customers) 

Survey on 174 business 

organizations in Malaysia which 

have and implement social media 

to support marketing programs 

Parveen, Jaafar, 

and Ainin (2016) 

 

 

Similar to the measurement of financial performance, in the realm of SMEs, Mohd 

Harif et al. (2013) also revealed that non-financial performance in SMEs can be seen 

in the level of customer satisfaction, and the quality of company products and 

services, not in the market share and employee efficiency. In their studies, some 

researchers include market share and employee efficiency as non-financial 

performance measures, however the analysis of Mohd Harif et al. (2013) concluded 

that for the SME scale, market share and employee efficiency are not as non-

financial performance measures, but are more appropriate as one of financial 

performance measures. Likewise, Parveen et al. (2016) stated that the non-financial 

performance of SMEs can be indicated by the quality of relationships and services to 

customers. In Indonesia, due to limited resources, the majority of products made by 

SMEs have not been able to achieve the quality of products standardized by the 

Government due to a number of requirements that must be met (a.k.a. Indonesian 

National Standard or SNI). Except for SMEs that are capable to export their 

products, those that receive orders from the government, private or individual 

projects, quality fulfillment means the products made have been in accordance with 

the request of the buyers/customers and there are no complaints. With this 
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perception, it is quite difficult to measure the non-financial performance of SMEs if 

it is based on the quality standards of the products made by SMEs. Therefore, the 

measurement of non-financial performance in this study refers to Mohd Harif et al. 

(2013), Parveen et al. (2016), and a number of previous studies, namely customer 

satisfaction, quality of products/services and relations to customers, as well as ease to 

information accessibility. Operationally, there are two dimensions that are used as 

the basis for measuring non-financial performance, namely better customer service 

and relations, and better information accessibility. 

 

With regard to performance measurement indicators on IT investment by companies, 

Kraemer, Gibbs, and Dedrick (2002), who empirically tested the effects of 

globalization on e-commerce using large-scale studies in ten countries and three 

industries, argued that company performance can be measured using three indicators 

namely efficiency, coordination, and trade (market position and sales). That is, IT 

adoption by companies (for example e-commerce) is expected to reduce transaction 

costs, be able to improve the coordination with the company's economic activities 

because transaction with business partners can be conducted online, and be able to 

increase productivity and efficiency (Amit & Zott, 2001; Mukhopadhyay et al., 

1995). This is also confirmed by Hoffman and Fodor (2010) that performance 

measurement with regard to IT investment by companies can be done not only by 

looking at its impact on ROI, ROA, and ROE but more importantly is how to assess 

the attitude, behaviors, and actions taken by customers in responding to the presence 

of companies in the media facilitated by IT. Thus, returns from IT investment are not 

only measured in monetary units but also in consumer's behavior or perceptions 

against company products (or as consumer investment), in which both are involved 
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in IT usage (e.g. social media). Hoffman and Fodor (2010) argued that in the era of 

Internet applications, consumers fully control the company's online experience and 

consumer motivation makes companies must interact with them directly (online). In 

other words, in online business, the IT environment is largely controlled by 

consumers, not companies. Therefore, ease of access, and quality of company 

information services to customers, information related to the market, and competitors 

of the company's products become very important factors. 

 

2.8 IMPORTANCE OF ENTREPRENEURIAL ORIENTATION FOR 

BUSINESS PERFORMANCE  

In the context of EO, Lumpkin and Dess (1996) stated that EO refers to the process 

of formulating strategies that form the basis of decision making related to 

entrepreneurship and actions for the organization. In the process, EO empowerment 

can make a company's performance improve through financial performance 

indicators, such as sales growth, cash flow, net income, employee growth, and 

market share growth (Wiklund & Shepherd, 2003; Rauch et al., 2009). Furthermore, 

Lyon, Lumpkin, and Dess (2000) claimed that EO can be measured by examining 

managerial perceptions of the entrepreneurial process, entrepreneurial behavior, and 

archival data that indicate the prior allocation of company resources. According to 

Lyon et al. (2000) the relationship between entrepreneurial behavior and business 

performance is 'contingent' rather than 'direct', therefore a more appropriate approach 

to understanding EO performance is to include external factors such as organization 

and environment. In his study, Brown (1996) revealed that EO would have a positive 

effect if the company was in a condition where there was environmental turbulence, 
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whereas in a relatively stable environment the EO effect on business performance 

might be smaller. 

 

By adopting an EO, companies will seek new opportunities, benefit from risk- 

taking, and be able to develop products creatively, innovatively, and pro-actively in 

positioning their products in the markets so that business performance increases. 

Ideally, companies that implement a strong EO will perform much better than 

companies that do not adopt EO (De Clercq, Dimov, & Thongpapanl, 2010; Kollman 

& Stockman, 2014). Similarly, Knight (2000); and Lumpkin and Dess (1996) argued 

that companies that have implemented the EO dimension correctly tend to direct 

their strategic decisions and practices to pursue new opportunities, and will do much 

better than companies that do not implement EO. So, a strong EO will affect several 

indicators of business performance, including customer satisfaction toward company 

products and services, global success ratings made by business owners or managers, 

sales growth, and investment returns (Rauch et al., 2009). 

 

2.9 ENTREPRENEURIAL ORIENTATION AS MEDIATING AND/OR 

MODERATING VARIABLE  

In its implementation, entrepreneurial companies can develop various combinations 

of EO dimensions owned by their owners or managers to improve business 

performance in certain contexts (Miller, 1983; Covin & Slevin, 1989; Lumpkin & 

Dess, 1996). According to Keizer, Dijkstra and Halman (2002), when EO is built 

together with other constructs/variables, then the independence of EO dimensions 

become very substantial. This means that the company's resources can be utilized 

and assembled simultaneously into a joint potential to improve business 
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performance, and on the other hand, EOs can be involved to activate the company's 

potential resources as catalyst competencies (Mkala, Wanja & Kyalo, 2017). In other 

words, even though the business has good and reliable resources (especially human 

resources), it may not be able to achieve its performance targets if it fails to empower 

the EO dimensions. 

 

EO empowerment can be seen from its role as an independent variable that affects 

dependent variables (e.g. business performance or market orientation), or as 

dependent variables whose values are determined or influenced by other variables 

(e.g. social media use). As an illustration of the role of the EO dimension, Table 2.5 

presents a number of previous studies involving EO as an independent and dependent 

variable. 

 

Table 2.5 

Articles examining the Entrepreneurial Orientation as an independent and dependent 

variable 

Paper Samples 

EO dimension used 

(number of items of 

each dimension) 

Adapted/ 

adopted EO 

measurement 

from 

Results 

Fadda, N. (2018) 224 Sardinian 

accommodation 

sectors 

Pro-activeness (3), 

Innovativeness (3), Risk-

taking (3), Autonomy 

(3), and Competitive 

Aggressiveness (3) – 

MULTIDIMENSIONAL 

Covin & 

Slevin (1989); 

George et al. 

(2001); 

Lumpkin & 

Dess (1996) 

Innovativeness, pro-

activeness, and autonomy 

were significantly associated 

with tourism business 

performance. 

Parveen, F. 

Jaafar, N. I & 

Sulaiman, A. 

(2016) 

174 

organizations 

in Malaysia 

Pro-activeness (3), 

Innovativeness (5), Risk-

Taking (3) – 

UNIDIMENSIONAL 

Lin et al. 

(2008) 

Social media usage has a 

strong positive influence on 

enhancing the entrepreneurial 

orientation (innovativeness, 

pro-activeness, and risk-

taking) of the organizations. 

Amin, M., 

Thurasamy, R., 

Aldakhil, A. M. 

& Kaswuri, A. H. 

(2016) 

500 food and 

beverages 

manufacturing 

SMEs in 

Malaysia 

Pro-activeness (2), 

Innovativeness (2), Risk-

Taking (3) – 

UNIDIMENSIONAL 

Knight 

(1997); 

Lumpkin & 

Dess (1996); 

Merlo & Auh 

(2009) 

- Entrepreneurial 

Orientation has a 

significant relationship with 

market orientation. 

- Entrepreneurial 

Orientation affects SMEs’ 

performance through 

market orientation. 

Table 2.5         Continued 
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Table 2.5 

Articles examining the Entrepreneurial Orientation as an independent and dependent 

variable (Continued) 

Paper Samples 

EO dimension used 

(number of items of 

each dimension) 

Adapted/ 

adopted EO 

measurement 

from 

Results 

Adebayo, P. O. 

(2015) 

185 

undergraduates 

across various 

disciplines 

from 5 tertiary 

institutions in 

Nigeria 

Pro-activeness (3), 

Innovativeness (3), Risk-

taking (3), Autonomy 

(3), and Competitive 

Aggressiveness (3) – 

UNIDIMENSIONAL 

Lyon et al. 

(2000); Covin 

& Slevin 

(1989) 

Online social networking has 

a significant relationship with 

students’ entrepreneurial 

opportunity identification. 

Milovanovic, B. 

M. & Wittine, Z. 

(2014) 

85 owners/ 

managers of 

micro and 

small-sized 

business in 

Italy 

Pro-activeness (3), 

Innovativeness (3), Risk-

taking (3), Autonomy 

(3), and Competitive 

Aggressiveness (3) – 

UNIDIMENSIONAL 

Covin & 

Slevin (1989); 

Lumpkin et 

al. (2009); 

Aktan & 

Bulut (2006) 

- Entrepreneurial 

Orientation has a positive 

relationship with the 

performance of companies. 

- The relationship between 

entrepreneurial orientation 

and small business 

performance is not 

moderated by the external 

environment. 

Kusumawardhani, 

A. (2013) – 

dissertation. 

145 furniture 

SMEs in 

Central Java, 

Indonesia 

Pro-activeness (4), 

Innovativeness (4), Risk-

taking (3), Autonomy 

(6), and Competitive 

Aggressiveness (3) – 

MULTIDIMENSIONAL 

Lyon et al. 

(2000); 

Lumpkin & 

Dess (2001); 

Lumpkin et 

al. (2009); 

Covin & 

Slevin (1986, 

1989) 

Pro-activeness was the only 

dimension of EO that has a 

positive influence on 

business performance 

Effendi, S., 

Hadiwidjojo, D., 

Solimun & 

Noermijati (2013) 

255 apparel 

SMEs in 

Jakarta, 

Indonesia 

Pro-activeness (3), 

Innovativeness (3), Risk-

taking (3) – 

UNIDIMENSIONAL 

Covin & 

Slevin (1989); 

Lumpkin & 

Dess (1996) 

- Entrepreneurial 

Orientation did not have 

any influence on SMEs' 

performance. 

- Entrepreneurial 

Orientation influenced 

SMEs' performance via 

Managerial competence. 

 

From Table 2.5 it can be explained that Parveen et al. (2016) and Adebayo (2015) 

conducted studies that investigated the dimensions of EO as the dependent variable. 

Other studies such as Fadda (2018); Amin, Thurasamy, Aldakhil, and Kaswuri 

(2016) and Kusumawardhani (2013) examined the dimensions of EO as independent 

variables. Whereas papers from Milovanovic and Wittine (2014) and Effendi et al. 

(2013) tested the dimensions of EO as an independent variable that affects the 

dependent variable through moderating variables. The interesting point from Table 
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2.5 is that not all EO dimensions simultaneously give comparable roles to the 

dependent variable (unidimensional). For instance, a study conducted by Fadda 

(2018) found that innovation, pro-activeness, and autonomy significantly affected the 

performance of hotels and tourism in Sardinia, Italy. Likewise, a dissertation made 

by Kusumawardhani (2013) revealed that pro-activeness is the only EO dimension 

that affects the performance of furniture SMEs in Central Java province, Indonesia. 

The findings of these two studies differ from studies conducted by Chow (2006); 

Covin et al. (2006); Lumpkin and Dess (1996); Muchiri and McMurray (2013); 

Rauch et al. (2009) and Wales et al. (2011), which placed EO dimensions as 

independent variables. 

 

On the other hand, as stated by Lumpkin and Dess (1996), EO refers to processes, 

practices, and decision-making activities that lead to new entries. The EO arises from 

a strategic choice perspective which confirms that new-entry opportunities can be 

successfully carried out entirely by "purposeful enactment" (Van de Ven, 1995, p. 

517). That is, the five dimensions of the EO can be present when the company 

involved in new entries, conversely a successful new entry can also be achieved 

when only a few EO dimensions operate, depending on the context of the 

environment and organization. In this regard, Hughes and Morgan (2007) 

recommended that researchers must investigate various ways about how and where 

EO dimensions affect organizational or business performance, including SMEs. In 

this context, a number of studies have investigated the role of EO in mediating and 

moderating the relationship between organization/company functions, and its 

performance. The findings generally showed that EO was an organizational 

competency that contributes significantly to organizational performance (Mkala et 
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al., 2017). Table 2.6 presents previous studies that investigated the role of EO 

dimensions as mediating and moderating variables. 

 

Table 2.6 

Articles examining the Entrepreneurial Orientation as mediating and moderating 

variable 

Paper Samples 

EO dimension used 

(number of items of 

each dimension) 

Adapted/ 

adopted EO 

measurement 

from 

Results 

Maina, I., Kiarie 

D., Mugendi B. & 

Owaga, E. (2018) 

283 small 

coffee factories 

in Kenya. 

Pro-activeness (5), 

Innovativeness (7), 

Risk-taking (5), 

Autonomy (4), and 

Competitive 

Aggressiveness (3) – 

UNIDIMENSIONAL 

Lumpkin & 

Dess (1996, 

2005); 

Kreiser et al. 

(2002) 

Pro-activeness, 

Innovativeness, Risk-taking, 

Autonomy, and Competitive 

Aggressiveness affected the 

relationship between 

Company Level Factors and 

Performance 

Caseiro, N. & 

Coelho, A. (2018) 

228 companies 

in several 

countries in 

Europe. 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Clausen & 

Korneliussen 

(2012); Covin 

& Miller 

(2014); Smart 

& Conant 

(1998) 

Pro-activeness, 

Innovativeness, Risk-taking 

mediated on the relationship 

between Business Intelligence 

Characteristics and Startup 

Competitiveness. 

Mkala, M., 

Wanjau, K. & 

Kyalo, T. (2017) 

83 food 

manufacturing 

SMEs in Kenya. 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Miller (1983); 

Covin & 

Slevin (1989); 

Lumpkin & 

Dess (1996) 

Pro-activeness, 

Innovativeness, Risk-taking 

fully mediated on the 

relationship between Decision 

Making and Business 

performance. 

Monteiro, A. P., 

Soares, A. M. & 

Rua, O. L. (2017) 

265 Portuguese 

exporting 

companies. 

 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Covin & 

Slevin (1989) 

Pro-activeness, 

Innovativeness, Risk-taking 

did not mediate on the 

relationship between 

Intangible Resources and 

Export performance. 

Zehir, C., Gurol, 

Y., Karaboga, T. 

& Kole, M. (2016) 

297 companies 

in Istanbul. 

Turkey 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3), 

Autonomy (6) and 

Competitive 

Aggressiveness (3) – 

UNIDIMENSIONAL 

Hughes & 

Morgan 

(2007) 

- Pro-activeness, 

Innovativeness, Risk-taking, 

Autonomy, and Competitive 

Aggressiveness fully 

mediated on the 

relationship between 

Strategic Human Resource 

Management and Company 

Financial performance. 

- Pro-activeness, 

Innovativeness, Risk-taking, 

Autonomy, and Competitive 

Aggressiveness partially 

mediated the relationship 

between Strategic Human 

Resource Management and 

Employee performance. 

Table 2.6                   Continued 
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Table 2.6 

Articles examining the Entrepreneurial Orientation as mediating and moderating 

variable (Continued) 

Paper Samples 

EO dimension used 

(number of items of 

each dimension) 

Adapted/ 

adopted EO 

measurement 

from 

Results 

Ibrahim, N. A. & 

Mas’ud, A. (2016) 

155 Nigerian 

students across 

all faculties and 

levels of 

education in 

University 

Utara Malaysia, 

Kedah, 

Malaysia. 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3), 

Autonomy (6) and 

Competitive 

Aggressiveness (3) – 

UNIDIMENSIONAL 

Langkamp et 

al. (2012) 

- Entrepreneurial 

Orientation moderated the 

relationship between 

Entrepreneurial skill and 

Entrepreneurial Intention. 

- Entrepreneurial 

Orientation did not 

moderate the relationship 

between Environmental 

Factors and Entrepreneurial 

Intention.  

Xian-Feng, Z. 

Xia, Z. & Sheng-

lei, PI (2015) 

225 enterprises 

in Guangzhou 

Province, 

China. 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Covin & 

Slevin (1989); 

Lumpkin & 

Dess (1996) 

Pro-activeness, 

Innovativeness, Risk-taking 

partially mediated on the 

relationship between 

Intellectual Capital and 

Performance. 

Rotich, A. K., 

Wanjau, K. L. & 

Namusonge, G. 

(2015) 

160 

manufacturing 

SMEs in Kenya 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Lumpkin & 

Dess (1996); 

Covin & 

Wales (2011) 

Entrepreneurial Orientation 

moderated the relationship 

between Relationship 

Lending and Financial 

performance. 

Al-Nuiami, M.A., 

Idris, W. M. S., 

Al-Ferokh, F. A. 

M. & Abu Joma, 

M. H. M. (2014) 

135 decision-

makers in 13 

five stars hotel 

in Amman, 

Jordan 

Pro-activeness (1), 

Innovativeness (1), 

Risk-taking (1), 

Autonomy (1), and 

Competitive 

Aggressiveness (1) – 

UNIDIMENSIONAL 

Lumpkin & 

Dess (1996, 

2001); Li et 

al. (2006) 

Entrepreneurial Orientation 

played a positive indirect role 

in the relationship between 

Environment Turbulence and 

Innovation performance. 

Rosenbusch, N., 

Rauch, A. & 

Bausch, A. (2013) 

184 papers Pro-activeness, 

Innovativeness, Risk-

taking, Autonomy, and 

Competitive 

Aggressiveness  

N/A - Pro-activeness, 

Innovativeness, Risk-taking, 

Autonomy, and Competitive 

Aggressiveness have strong 

mediation on the 

relationship between 

Environmental Conditions 

and Large Business 

performance.  

- Pro-activeness, 

Innovativeness, Risk-taking, 

Autonomy, and Competitive 

Aggressiveness have weak 

mediation on the 

relationship between 

Environmental Conditions 

and SMEs Business 

performance. 

Table 2.6                   Continued 
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Table 2.6 

Articles examining the Entrepreneurial Orientation as mediating and moderating 

variable (Continued) 

Paper Samples 

EO dimension used 

(number of items of 

each dimension) 

Adapted/ 

adopted EO 

measurement 

from 

Results 

Korry, I. N. S., 

Troena, E. A., 

Hadiwidjoyo, D., 

& Noermijati 

(2013) 

73 KUD 

(Village Unit 

Cooperative) in 

Bali Province, 

Indonesia. 

Pro-activeness (3), 

Innovativeness (3), 

Risk-taking (3) – 

UNIDIMENSIONAL 

Miller (1983); 

Covin & 

Slevin (1989); 

Lumpkin & 

Dess (1996); 

Vitale et al. 

(2002) 

- Pro-activeness, 

Innovativeness, Risk-taking 

partially mediated on the 

relationship between 

Organizational Culture and 

Business performance. 

- Pro-activeness, 

Innovativeness, Risk-taking 

did not mediate on the 

relationship between 

Government Policy and 

Business performance. 

 

 

Table 2.6 explains several previous studies that tested the role of EO dimensions in 

mediating the relationship between independent and dependent variables, such as 

Caseiro and Coelho (2018); Korry et al. (2013); Maina, Kiarie, Mugendi, and Owaga 

(2018); Mkala et al. (2017); Monteiro, Soares, and Rua (2017); Xian-Feng et al. 

(2015) and Zehir, Gurol, Karaboga and Kole (2016). Whereas the other three papers 

that came from Al-Nuiami et al. (2014); Ibrahim and Mas'ud (2016); and Rotich et 

al. (2015) examined the role of EO dimensions in moderating the relationship 

between independent variables and the dependent variables. On the other hand, 

Rosenbusch et al. (2013) conducted a meta-analysis on a number of articles (184 

papers) in the context of the role of the EO in mediating the relationship between 

independent and dependent variables, where the results obtained were a “big picture” 

of the role of EO as an intermediary (mediating or moderating) variable. 

 



74 

 

The interesting point from Table 2.6 is that in the context placing EO dimensions as 

mediating (or moderating) variables, all studies use the unidimensional EO approach, 

which combines and integrates all EO dimensions into one construct/variable. This is 

in line with what was conveyed by Covin and Slevin (1991); George and Marino 

(2011); Kreiser, et al. (2002); and Miller (1983) that, to be called as a successful 

entrepreneur, organizations/companies need to involve all dimensions of the EO 

simultaneously and all dimensions must contribute equally. That is, EO dimensions 

can vary from one aspect to another, but an increase in EO must be demonstrated by 

the improvements in all dimensions. 

 

From Tables 2.5 and 2.6, there is a phenomenon that attracts the attention of the 

researcher in this study, that is the implementation of EO dimensions as independent 

or dependent variables can be done by integrating/combining all EO dimensions in 

one construct simultaneously (unidimensional) or by treating each EO dimension 

independently (multidimensional). Whereas the implementation of EO dimensions as 

mediating and/or moderating variables might be "better" carried out by 

integrating/combining all EO dimensions into one construct (unidimensional), not 

separate from one another (multidimensional). On this basis, this study distinguishes 

from previous studies by treating each EO dimension as a mediating variable, and yet 

is analyzed independently (multidimensional). That is, each dimension of EO 

interacts with each dimension of independent and dependent variables. The aim is to 

investigate and examine the mediating effect of each EO dimension against the 

relationship between the use of social media and company performance both 

financial and non-financial. 
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On the other hand, the reason for placing the EO dimensions as mediating variables 

(not moderating) is based on the substance of the EO dimension itself, namely 

innovativeness, risk-taking and pro-activeness which is related to the nature and 

characteristics of the owner/manager of SMEs that are dynamic and easily change, 

such as creative, doubt, courage, and so on. This is relevant to the meaning of 

mediating variables, namely variables that theoretically affect the relationship 

between independent and dependent variables into indirect, unobservable, and 

measurable relationships (Jose, 2008). On the other hand, moderating variables are 

variables that can strengthen or weaken the relationship between independent and 

dependent variables. Psychologically, the meaning of mediating is in line with the 

characteristics of SME owners/managers that are relatively difficult to change, such 

as age, gender, ethnicity, and so on (Jose, 2008). In short, the nature and 

characteristics of SME owners/managers embodied in the EO dimension of creativity 

and innovation, courage in taking risks and proactive in looking for business 

opportunities can be stimulated, awakened, motivated and developed through the use 

of social media so that the company's financial and non-financial performance can 

increase. 

 

2.10 LITERATURE GAPS AND REASONS FOR CONDUCTING 

RESEARCH  

Referring to the findings of previous research and literature related to the use of 

social media, EO dimensions, and financial and non-financial performance as shown 

in Tables 2.5 and 2.6, this study proposes a different approach in terms of design, 

methodology and research analysis. The main objective is to gain a deeper and 

broader understanding of the topics proposed in this study, namely to investigate and 
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examine the mediating effect of each EO dimension on the relationship between the 

use of social media and performance improvement of manufacturing SMEs in 

Indonesia. In addition, this study also seeks to fill the research/literature gaps from 

previous studies that discuss similar topics. Some research/literature gaps that can be 

filled by the findings of this study, and reasons that motivate the researcher to 

conduct this study are as follows: 

1) This study is different than previous studies because referring to Tables 2.5 

and 2.6, there were no studies investigating the dimensions of EO which are 

treated as mediating variables on the relationship between independent and 

dependent variables, yet are analyzed independently (multidimensional). By 

conducting this study, how the mediating effect of each dimension of EO 

against the relationship between each dimension of the social media usage 

and each dimension of financial and non-financial performance variables can 

be proven. Thus, methodologically this study is distinct from previous ones 

that discuss similar topics. The findings obtained from this study are expected 

to fill the gaps in previous studies/literature, particularly in the fields of 

entrepreneurship, social media, and business performance. 

2) Tables 2.5 and 2.6 also showed not many previous studies that discussed and 

analyzed data by involving non-financial performance as a dependent 

variable. Therefore, this study involves social media usage as independent 

variables, SME financial and non-financial performance as dependent 

variables and EO dimensions as mediating variables. The main reason for 

involving non-financial performance variables is because the influence of 

social media usage cannot only be measured through financial performance 

indicators such as profit, cost, sales volume, and business growth but also 
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from non-financial performance indicators such as customer satisfaction, 

quality of service and relationships with the customer. Technically, the 

benefits derived from the use of social media by the company are precisely 

more seen in how the company can provide maximum service and 

satisfaction in fulfilling what customers want and need and maintain good 

relations with customers. If the customer is satisfied, then the company's non-

financial performance will improve, and in turn, the financial performance 

will also increase. Findings on the non-financial performance of 

manufacturing SMEs due to the use of social media and the mediating effect 

of EO dimensions also differentiate this study from the previous ones. The 

review in the previous literature, especially related to the non-financial 

performance of SMEs, is expected to be contributed and supplemented with 

the findings in this study. 

3) The reason for investigating the mediating effect of EO refers to the research 

conducted by Parveen et al. (2016) who found a positive and significant 

relationship between the use of social media and organizational performance, 

and between the use of social media and EO but did not further investigate 

how the relationship between social media use and organizational 

performance if mediated by EO. The importance of conducting studies that 

were not conducted by Parveen et al. (2016) is because the researcher 

appraising this study need to investigate more deeply the role of social media 

usage against the resources involved in improving the performance of 

manufacturing SMEs in Indonesia, in terms of human, financial and 

technological resources. More specifically, it is necessary to investigate the 

role of social media usage in stimulating, arousing, motivating and 
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developing the EO dimensions owned by top management (SME 

owners/managers), so as to improve its financial and non-financial 

performance. Thus, the capability of top management of SMEs in handling 

social media can be detected among the three dimensions of EO, and what 

dimensions play a role in improving SMEs' performance. From here, the top 

management of SMEs can combine the EO dimension which has the best role 

to enhance its performance and evaluate the EO dimension whose role is still 

small. 

4) Another reason that motivates the researcher is the failure of Korry et al. 

(2013) to prove the mediating effect of EO on the relationship between 

government policy and the performance of the Village Unit Cooperative 

(KUD) in Bali Province, Indonesia. The other findings of Korry et al. (2013) 

proved a positive influence between government policies and KUD 

performance. This indicates that the model used in their study has been 

unable to detect and explain which government policies, or what kind of 

government role, is encouraging EOs owned by KUD managers and 

commissioners so that they can improve KUD performance. As stated by 

Kusumawardhani (2013), failure can be caused by errors in sampling, 

methodology, model specifications, or it perhaps due to unsuitable 

implementation of the EO dimension to improve the performance of 

cooperatives. Likewise, a study conducted by Xian-Feng et al. (2015) cannot 

prove the mediating effects of EO on the relationship between intellectual 

capital and business performance. Among the three types of intellectual 

capital, namely human capital, structural capital and customer-relation 

capital, the research model cannot detect and explain which intellectual 
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capital plays a role in encouraging EO owned by company owners or 

managers in improving business performance. Regarding this finding, Xian-

Feng et al. (2015) suggested future researchers treat the EO dimension as a 

mediating (or moderating) variable for the relationship between independent 

and dependent variables. This study follows the advice of Xian-Feng et al. 

(2015) by placing the EO dimension as a mediating variable but with a 

different perspective, that is each EO dimension analyzed independently 

(multidimensional). 

 

2.11 UNDERPINNING THEORIES 

The relevant theoretical basis that can be used to support the proposed conceptual 

framework is part of gaining a scientific base, a foundation of thought, and 

theoretical relevance to the state of the art of a study. In this study, the theoretical 

basis used is intended to cover the foundation of thought and conceptual framework 

on the constructs/variables involved in this study, namely the use of social media, 

EO, and company performance. There are two theories that are considered relevant 

for this study, namely Innovation Diffusion Theory (IDT), which is the theoretical 

foundation for the construct of social media usage and Resource-based View Theory 

(RBV) which is the theoretical basis for the construct of EO and business 

performance. 

 

The reason for choosing IDT in relation to the use of social media refers to Straub's 

statement (2009) which stated that IDT is one of the theories used to investigate how 

individuals or organizations behave in relation to the adoption of innovation, 

especially (new) technology. However, because of the breadth and depth of this 
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theory, it makes it difficult to frame a single study in a structure. This is especially 

true for studies that involve the adoption of innovations by SMEs. Whereas the 

reasons for choosing RBV related to EO implementation and 

organizational/company performance refer to the study of Muchiri and McMurray 

(2015) which stated that to better understand the relationship between EO 

dimensions and company performance, it is very important to conceptualize EO in 

the Resource-based View Theory (Barney, 1991). By testing the dimensions of EO 

into the theoretical framework, companies can help researchers to uncover what 

resources are needed to maintain EO and how the path the resources will be obtained 

through, and to identify what resources are important to drive a strong 

entrepreneurial process. For more details, the following sections briefly describe the 

two theories that underlie this study. 

 

2.11.1 Innovation Diffusion Theory 

In the current era of globalization and technological revolution, every field of 

business is faced with serious challenges and very dynamic competition, so that 

innovation becomes a very important and urgent thing to do to maintain the survival 

of the company (Hitt, Ireland, Camp & Sexton, 2001; Jin, 2007). Information 

technology (IT) opens opportunities for all business people to run their businesses 

effectively and efficiently, changing the way they do business, how to compete, so as 

to create strategic opportunities for business success (Lai, Zhao & Wang, 2006). 

Through the use of IT, each individual or entity can do the value creation and the 

problem-solving (Melville, Gurbaxani & Kraemer, 2006), also for the purpose of 

communicating between users (Ryssel & Ritter, 2004). For business entities, the use 
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of IT allows the return of investment because it is able to be a means to increase 

competitive advantage (Valacich & Schneider, 2010). 

 

There are three roles of IT for companies if adopted, namely can build new 

businesses based on information technology, develop strategies to achieve a 

competitive advantage, and be able to change the structure of the industry (Porter & 

Millar, 1985). Furthermore, Khong, Sing, Binshan and Uchenna (2010) stated that IT 

adoption has a positive impact on the performance of business organizations, 

including increasing profitability, reducing operating costs, expanding market share, 

and improving company value. Another advantage of IT is that it facilitates 

communication between value chains, both with customers, trading partners, 

employees, and opens up many market opportunities that a company can enter 

(Devaraj & Kohl, 2003; Melville et al., 2006). In the context of SMEs, by adopting 

and using IT (including social media), SMEs can improve services to customers 

more personally, so they can have a competitive advantage compared to larger 

companies (Chong, White & Prybutok, 2001). Nonetheless, a number of studies (for 

example, Hashim, 2007; Khong et al., 2008; Reynolds, Storey & Westhead, 1994) 

revealed that SME owners/managers are reluctant or not interested in adopting IT as 

long as they face difficulties in understanding and benefiting from IT adoption. 

 

The concept of innovation and diffusion was developed by Rogers (1962) into 

Innovation Diffusion Theory, initiated from the reason the organization or company 

adopted a (new) technology as an innovation. On the one hand, the adoption of 

innovation is accepted by organizations with a relatively fast time, while a number of 

other organizations take years to adopt innovation. For Rogers (1962), innovation is 
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not an equivalent unit of analysis. That is, there are a number of factors that can be 

determinants of an organization in adopting innovation, namely the technology used, 

the accompanying environment, the organizations involved, and the individuals who 

will handle it. Furthermore, Knol and Stroken (2001) stated that the adoption of 

innovation is a process in which a person or decision-making unit provides 

knowledge about an innovation, forms attitudes towards innovation, makes decisions 

whether to accept or refuse to adopt, implement new ideas, and confirm decisions 

that have been taken. Thus, prior to decide whether to adopt or reject, individuals or 

organizations must start with awareness of the presence of innovation, then they can 

actively search for any information related to the innovation with the aim of forming 

right beliefs and perceptions of the innovation, so as not to make mistakes in 

deciding whether to adopt or reject innovation (Yu & Tao, 2009). 

 

In IDT, Rogers (2003) explained there are five attributes of innovation, namely 

relative advantage (perceived usefulness), compatibility, complexity, trialability, and 

observability. Relative advantage refers to assessing whether innovation is 

considered better than a precursor; compatibility with respect to the measure of 

whether innovation is considered consistent with the values, needs, and past 

experience of potential adopters; complexity refers to the level of difficulty whether 

or not to use innovation; trialability is related to the extent to which innovation can 

be trialed at a limited time and place, and observability with regard to the extent to 

which the results of innovation can be seen and compared with others. Furthermore, 

Rogers (2003) also classified the speed of innovation adoption from a number of 

organizations observed through the innovation process created at a certain time 

period, and through the stages of understanding, persuasion, decision making, 
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implementation, and confirmation. The five levels of innovation adoption are 

innovators (2.5%), initial (13.5%), initial majority (34%), final majority (34%) and 

laggard (16%). 

 

In the development of technology adoption theory, especially IT, there are a number 

of other concepts that refer to IDT, for example, the Technology Acceptance Model 

(TAM) from Davis (1993) that identified the two key determinants of influencing 

user adoption, namely ease-of-use and usefulness. However, Plouffe, Hulland, and 

Vandenbosch (2001) indicated that TAM's parsimony makes individual responses to 

new technologies depending on the context. Therefore, to integrate the main user 

acceptance models, Venkatesh, Morris, Davis, and Davis (2003) formulated the 

Unified Theory of Acceptance and Use of Technology (UTAUT), which exhibits 

significantly the enhancement predictive value for adoption intention. Unfortunately, 

one weakness of the UTAUT model is that its empirical base did not include e-

commerce or m-commerce technologies, in which Venkatesh et al. (2003) suggested 

the need for further investigation and testing. Kleijnen, Wetzels and de Ruyter (2003) 

argued that the narrow focus of the adoption concepts hinders researchers from 

identifying other potential drivers on e-commerce or m-commerce adoption. 

Anyhow, IDT is the most acceptable and reliable framework that has been fairly 

widely validated in sociology, psychology, communication, and information systems 

in explaining user adoption and technical innovations. 

 

The use of social media by SMEs has relevance and is closely related to IDT, 

specifically how SME owners/managers consider adopting or rejecting the presence 

of social media. A number of studies have found the presence of doubt, and the need 
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to give careful consideration before making a decision to adopt and use social media 

due to lack of human and financial resources, knowledge and technical skills from 

the users (e.g. Chong et al., 2001; Hashim, 2007; Jin, 2007; Khong et al., 2008; Omar 

et al., 2011). These are the evidence that the adoption of innovations in the form of 

social media is not easily accepted by SMEs. Therefore, it is very important for SME 

owners/managers to have a deep and broad understanding of the importance of social 

media and its benefits to support their marketing programs. This study draws on the 

basic concepts that exist in IDT to assist manufacturing SMEs in Indonesia in 

understanding the importance and magnitude of the benefits of using social media to 

improve their financial and non-financial performance through empowering the EO 

dimension inherent in their minds and behavior. 

 

2.11.2 Resource-based View Theory 

Resources owned by all types of companies, if managed and empowered optimally, 

will provide strength to companies in the form of high and strong competitiveness in 

the local, regional, and international markets. The theory that discusses how to search 

for and empower a company's internal resources is Resource-based View Theory 

(RBV). Conceptually, the RBV emphasizes the dependence on internal resources 

owned by company owners/managers (Barney, 1991). Activities related to the search 

for internal resources can be carried out in the form of research and development 

(Frenz & Ietto-Gillies, 2009), internal knowledge sharing processes (Liao, Fei & 

Chen, 2007), and employee idea-gathering systems called suggestion systems 

(Verworn, 2009). Actors involved in these activities include employees (Deichmann 

& Stam, 2015; Piening, Baluch, & Salge, 2013) and company owners (Indarti, 

Rostiani & Nastiti, 2010; Smeltzer, Fann & Nikolaisen, 1988).  
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The RBV theory departs from the economists' belief that competitive advantage or 

company competitiveness comes from managing company resources, where the end 

result can be a success or a failure. The RBV theory is the development of four 

theories: 1) traditional studies of different competencies, which stated that markets 

are a meeting between demand and supply, where a company's competitive 

advantage will be obtained by having different competencies (Pierson, 1959); 2) 

Ricardian economics, which argued that industrial competition can be won by 

companies that can produce more products than other companies, where the market 

will only be flooded with the company products, so the market has no choice but to 

buy the product; 3) Penrosian economics, refers to the concept of source 

heterogeneity, that a number of productive resources owned by a company can create 

a competitive advantage for the company, but have certain restrictions on the 

company's resources; and 4) anti-trust implications of economic theory (Demsetz, 

1973) which claimed that a company can enjoy performance excellence because of 

luck or because the company is able to meet customer needs better than other 

companies. The four concepts underlying the RBV theory were later developed by 

many other researchers including Barney, Ketchen dan Wright (2011); Itami (1987); 

Prahalad and Hamel (1990); and Wernerfelt (1984) which states that resources are 

tangible and intangible assets that companies use to develop and implement their 

strategies.  

 

RBV implementation on organizational performance caused by the use of IT was 

carried out by a number of previous researchers. For example, Verreault et al. (2006), 

who examined the contribution of IT through the integration of Resource-based View 

and Competitive Strategy on the performance of 96 companies in Canada, found that 
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the company's market performance is determined by the direct effect of IT support 

on corporate strategy, while the company's profitability is determined by the direct 

effect of IT support on corporate assets. Chmielewski and Paladino (2007), who 

conducted an online survey of 2,894 consumer goods firms and tested the 

implementation of the Resource-based View in the form of Resource Orientation 

(RO) strategy, revealed that RO has a positive and significant effect on company 

performance, in this case, Return on Capital (ROC), Return on Sales (ROS), market 

share growth and customer satisfaction. In other words, the study of Verreault et al. 

(2006) and Chmielewski and Paladino (2007) highlighted the business performance 

viewed from the perspective of the characteristics and capabilities of the company's 

resources in improving the company's financial performance. 

 

In the context of implementing RBV theory to EO applications, the majority of the 

literature that focuses on entrepreneurial discussions emphasizes the importance of 

companies acquiring resources, especially finance (Covin & Slevin, 1991; Gartner, 

1984). However, Penrose (1959) said that inadequate resources (e.g. finance) were a 

serious obstacle to the company's growth potential, which in turn determined an 

entrepreneurial orientation (Swift, 1989). In addition, Tyebjee and Bruno (1984) 

argued that availability and access to resources were important contextual factors that 

encourage entrepreneurial orientation, especially companies with high potential 

growth. By having access to resources, the company's ability to take risks, innovate, 

and be pro-active will be able to improve. If a manager can only know the 

environment through their perception, then the perception of the manager or the 

owner of the company about the availability of resources can be a key determinant of 

entrepreneurship orientation (Chandler & Hanks, 1994). According to Chandler and 



87 

 

Hanks (1994), perceptions of resource availability must also be linked to the extent 

to which small business owners or entrepreneurs believe they can obtain resources. 

 

Nevertheless, according to Brown (1996), one disadvantage of a resource-based view 

is how the choice of strategies and entrepreneurial orientation is carried out. There 

are two things that need to be considered: 1) The work of Penrose (1959) known as 

the "Penrose Effect", which believes that inadequate internal management resources 

will not only hinder a company's growth, but will also limit entrepreneurial activity 

leading to growth, mostly has been ignored by a number of researchers; 2) Rumelt's 

(1984) opinion that entrepreneurship is closely related to the appearance and 

adaptation of unique and extraordinary resources, but the view of resource-based 

strategies rarely discusses entrepreneurship and the behavior of small companies. 

Thus, according to Brown (1996), while resource ownership and efficient use of 

resources tend to be the driving force of organizational activity in a resource-based 

view, this driving force may only be suitable for large companies, but not growing 

small companies. 

 

On the basis of Brown's (1996) critique, and the substance of EO dimension which 

related to internal resources owned by the owner/manager and also company 

employee, this study uses RBV as the second underlying theory by taking the basic 

concepts that exist in the RBV. One of them is placing EO dimensions as mediating 

variables that aim to investigate the mediating effect of the EO dimension on the 

relationship between social media use and company performance. However, the EO 

dimension will be implemented not in large companies, but in small scale companies, 



88 

 

namely SMEs, with the hope of revealing the truth of the arguments presented by 

Brown (1996). 

 

2.11.3 Integrating the IDT and RBV Theory 

The business dynamics that have increased in the past two decades due to the 

development of digital technology have put greater "pressure" on companies or 

entrepreneurs, both industrial scale and SMEs, to react more quickly, because time 

allows them to become a source of competitive advantage (Stalk & Hout, 1990). 

Along with the rapid use of social media by the community, the rate of change in 

terms of new products, new technology, new marketing strategies, new service 

methods, and shifts in customer preferences has also increased dramatically. Bettis 

and Hitt (1995) described this phenomenon as a challenge for companies to no longer 

be static in looking for business opportunities, but there is a “must” for companies to 

formulate (new) strategies in order to face an increasingly dynamic and competitive 

environment. Hamel and Prahalad (1994) argued that due to the rapid development 

of information technology, the boundaries of traditional industries are blurred 

because many industries meet or overlap in finding and empowering their resources. 

 

As stated by Penrose (1959), the basic concept of RBV is heterogeneity (not 

homogeneity) of productive services available from company-owned resources 

which can give each company a unique character. Heterogeneity is defined as the 

result of the limitations and immobility of the resource market (Barney, 1991), and 

the inability of companies to change their accumulated stock and empower their 

resources over time (Carroll, 1993). A number of literatures have emphasized the 

company's internal resources as the main driver of company profitability and 
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strategic advantage (for example, Barney, 1991; Mahoney & Pandian, 1992; Rumelt, 

1984).  Other studies have also recommended that in a rapidly changing 

environment, companies must continue to acquire, develop and increase their 

resources and capabilities if they would like to maintain their competitiveness and 

growth (Robins & Wiersema, 1995; Wernerfelt, 1984). Therefore, managerial 

resources from organizational leaders play an important role to achieve the 

company's goal (Prahalad & Hamel, 1990). 

 

In the perspective of the rapidly changing environment due to technological 

developments, the existence of different organizational resources and capabilities can 

positively influence the innovation process, whether new products, new marketing 

methods, new services or new business strategies. Resources owned by the 

organization are used to provide input to the company which in turn is combined and 

transformed by capabilities to produce innovative forms of company's competitive 

advantage (Delcanto & Gonzalez, 1999; Lee, Lee & Pennings, 2001; Teece, Pisano 

& Shuen, 1994). More specifically, technological resources such as machinery and 

production equipment, manufacturing support facilities, and information technology 

(including the Internet and social media) have proven to have a positive impact on 

company creativity and innovation (Liyanege, Greenfield & Don, 1999; Mitchell & 

Zmud, 1999; Song & Parry, 1997). On the other hand, human resources who have 

qualified technical skills and broad knowledge allow more proactive and aggressive 

actions to be taken in seeking and empowering resources, and tend to take risks in 

order to increase innovative activities (Kessler & Cakrabarti, 1999; Song & Parry, 

1997). For example, the study of Tiger and Calantone (1998) found that knowledge 

of customers can enhance the company's new product development. Likewise, Helfat 
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and Raubitscek (2000) claimed that market knowledge has a positive impact on the 

development and creation of company's new product lines. 

 

In the context of entrepreneurship, Drucker (1985) said that innovation is the main 

activity of entrepreneurship. Likewise, Lumpkin and Dess (1996) argued that a key 

dimension of entrepreneurial orientation is the emphasis on innovation, while Cohen 

(1995) stated that the adoption of new technologies (including the Internet and social 

media) and the commercialization of innovation notes an important role of 

entrepreneurship. However, a more important point in this regard is dynamic 

capabilities, namely the ability of companies to integrate, coordinate, build, and 

reconfigure internal and external competencies to cope with a rapidly changing 

environment (Teece et al., 1997). In other words, how companies have dynamic 

capabilities that serve as a mechanism by which the available resources in the 

company can be combined and transformed to produce new and innovative forms of 

competitive advantage. For this study, RBV Theory provides knowledge on how to 

determine a company's capacity to innovate, be creative, be proactive and dare to 

take risks, while IDT Theory opens the knowledge that innovation (which is 

stimulated, built and motivated through the adoption and use of social media) is a 

mechanism for companies to renew the value of its assets through the empowerment 

of its resources they owned. 

 

2.12 CHAPTER SUMMARY  

Chapter Two contains a review and discussion of a number of literature and other 

relevant resources related to the problems raised in this study. The purpose of this 

chapter is to strengthen the concepts or terminology used to formulate the theoretical 



91 

 

framework of this study. Starting from the definition, discussion both pro and contra, 

criticism, suggestions, and recommendations for further research provided by 

previous researchers, to the theories that underlie why this research is necessary and 

important to do. Definitions and studies related to SMEs, social media, 

entrepreneurial orientation, and business performance are expressed according to the 

constructs and variables used and end with the presentation of theories that are 

relevant to the problem, namely Innovation Diffusion Theory and Resource-based 

View Theory. This chapter will be a stepping stone to be used in Chapter Three. 
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Chapter Three 

THEORETICAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT 

 

3.1 INTRODUCTION 

Referring to the problem statement described in Chapter One section 1.2, the 

research objectives in Chapter One section 1.4, literature review, and underpinning 

theory in Chapter Two section 2.11, the blueprint for the theoretical framework is 

then made. This chapter explains the theoretical framework and the development of 

hypotheses proposed in this study. Beginning with an explanation of the three 

constructs involved, namely the constructs of the use of social media, entrepreneurial 

orientation, and company performance. Furthermore, based on this construct a 

conceptual framework was designed as a platform for developing and formulating a 

number of hypotheses in this study. This chapter concludes with a summary. 

 

3.2 CONSTRUCTS 

There are three constructs involved in this study, namely social media used by SMEs, 

entrepreneurial orientation owned by SME's top management, and SME performance 

both financial and non-financial. The following section explains the reasons for the 

use of these three constructs. 

 

3.2.1 Construct of the Use of Social Media 

Studies that discuss the benefits of the internet for the business world have been 

conducted by a number of researchers such as Apigian et al. (2005); Molla and 

Heeks (2007); and Teo and Choo (2001) who found a significant relationship 

between Internet use and company performance in the form of increased revenue, 
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reduced costs, reduced transaction time, and improved customer relationships. 

Whereas O'Leary et al. (2004) and Moen et al. (2008) revealed that the use of 

information technology was positively related to company satisfaction through the 

development of new market knowledge and the improvement of Customer 

Relationship Management (CRM). 

 

In the context of social media, Kim and Ko (2012) and Solis (2010) claimed that 

through social media, companies can engage in integrated marketing activities with 

less effort and cost than before, increase brand reputation, reduce advertising and 

digital promotion costs, handle customer service issues, and build relationships with 

customers. Meanwhile, Ferrer et al. (2013) and Rodriguez et al. (2014) emphasized 

that the use of social media has a positive impact on an organization's social capital 

and customer orientation processes, which in turn increases organization or 

company's performance. Complementing the findings of previous studies, Parveen et 

al. (2016) revealed that in addition to reducing the costs of marketing activities and 

meeting customer needs, the use of social media also provides more information 

about the market, competitors, and especially customers and their needs. Thus, social 

media can increase the accessibility of information from companies to consumers or 

vice versa, and help companies improve relationships with their customers. 

Furthermore, Parveen et al. (2016) also stated that the ease of obtaining information 

about markets, customers, and competitors will motivate companies to be more 

proactive, and will try more creative and innovative ways to promote and market 

their products and services. This effort will trigger the courage of companies in 

taking risks to meet customer needs and provide satisfaction to their customers. In 



94 

 

the end, all levels of company management will be involved in business processes, 

and the company's ability to face competition will get better. 

 

The findings of Parveen et al. (2016) will be used as a reference to the conceptual 

framework in this study, specifically the constructs of social media used by 

manufacturing SMEs in Indonesia. 

 

3.2.2 Construct of the Entrepreneurial Orientation 

In most studies of EO, there are two dominant perspectives among researchers. First, 

a unidimensional or combined approach based on the study of Miller (1983) and 

developed by Covin and Slevin (1989) which states that to be called an entrepreneur-

oriented company, companies need to involve all dimensions of EO (i.e. innovation, 

risk-taking, and pro-activeness) simultaneously and all dimensions must contribute 

equally to the company's performance. That is, the dimensions of EO can vary from 

one to another, but the increase in EO must be demonstrated by an increase in all 

dimensions (Covin & Slevin, 1991; George & Marino, 2011; Krieser, Weaver & 

Marino; 2002; Miller, 1983). The construct of EO cannot be decomposed in its 

dimensions, because if it is done, the unidimensional principle becomes non-existent 

(Covin, Green & Slevin, 2006). In the context of the relationship between EO and 

company performance, DeepaBabu and Manalel (2016) criticized this EO's 

unidimensional perspective and argued that the unidimensional conceptualization of 

EO is intended as a sustainable company-level attribute in the form of a single 

quality in which innovative, risk-taking, and proactive perspectives have in common 

or strength balanced in improving company performance. 
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Second, the multidimensional approach related to Lumpkin and Dess's (1996) 

proposal which shows that three dimensions of EO from Miller (1983) and two new 

dimensions, namely autonomy and competitive aggressiveness, from Lumpkin and 

Dess (1996) must be treated as dimensions of independent behavior that define a 

conceptual space from EO. That is, the EO dimensions may differ from each other 

(independently), because it is possible for companies to have high scores on one or 

more dimensions, but low on other dimensions (Covin & Miller, 2014). Thus, EO is 

a set of independent behavioral values ranging from low to high dimensions, or it can 

be said that EO is a collective profile or composition formed by five dimensions 

(Covin & Lumpkin, 2011). In the context of the relationship between EO and 

company performance, DeepaBabu and Manalel (2016) also criticized the EO's 

multidimensional perspective and stated that the multidimensional conceptualization 

of EO is intended as a unique contribution to each EO dimension, so companies can 

find the best combination of EO dimensions to improve company performance. 

 

The critical examination of the relationship between EO and the company 

performance conducted by DeepaBabu and Manalel (2016) serves as a reference to 

the conceptual framework in this study, specifically the construct of EO 

implementation by manufacturing SMEs in Indonesia. Recalling from Chapter Two, 

section 2.5, this study uses three dimensions of EO initiated by Miller (1983) namely 

innovativeness, risk-taking, and pro-activeness with reasons due to more dominant 

and popular in use (Wiklund & Shepherd, 2003; Tang et al., 2008). Although many 

EO dimensions were developed by researchers, the original three-dimensional model 

from Miller (1983) is still highly recognized for its reliability in the academic world 

(Naldi et al., 2007). In addition, due to the different characteristics of SMEs 
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compared to large scale companies, allowing to implement EO dimensions 

differently, especially the limited role of autonomy and competitive aggressiveness 

dimensions (Chow, 2006; Effendi et al., 2013; Frank et al., 2010; Green et al., 2008; 

Hughes & Morgan, 2007; Kusumawardhani, 2013; Suryana et al., 2019; Zahra, 

2005). 

 

3.2.3 Construct of the Company Performance 

A number of previous studies have revealed the impact of information technology on 

a number of dependent variables, such as consumer impacts (Brynjolfsson, 1996), 

social impacts (Seddon & Kiew, 1994), inter-organizational and industrial impacts 

(Clemons & Row, 1993), and workgroup impact (Myers et al., 1998). Meanwhile, 

the impact of the Internet on organization or company's performance provided 

positive evidence, for example, reducing marketing costs, improving customer 

relationships; and enhancing corporate image and competitive position (Molla & 

Heeks, 2007), upgrading CRM practices (O'Leary et al., 2004), increasing export 

marketing performance (Lu & Julian, 2007), generating revenue and improving 

managerial effectiveness (Teo & Choo, 2001). 

 

According to Teo and Choo (2001), company performance is part of the overall 

concept of company effectiveness, so that broad business performance includes not 

only financial performance but also non-financial performance (Knight, 2000; 

Venkatraman & Ramanujam, 1986; Wilkund & Sheperd, 2005). To measure 

performance, Kraus, Rigtering, Hughes, and Hosman (2012), and Rauch et al. (2009) 

stated that company performance can be measured regularly in one or a combination 

of perceived financial performance, perceived non-financial performance and 
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financial data archives. Perceived financial and non-financial performance related to 

the subjectivity and objectivity of the company's leadership or CEO in measuring 

financial and non-financial performance, while if both are not found then the 

performance measurement is based on financial data archives owned by the company 

(Rauch et al., 2009). The items used to form performance indicators are generally 

based on managers' subjective views on profitability, growth, the company's market 

share, and cost efficiency relative to the main competitors. Furthermore, overall 

performance measures are formed by combining several items that measure various 

aspects of performance into a score or a single performance index (Lechner & 

Gudmundsson, 2012). Nevertheless, Kraus et al. (2012) suggested that these 

subjective performance data tend to be bias or inaccurate because they rely on 

information or perceptions of key informants such as CEOs. In addition, the 

willingness and ability to assess the company's objective performance is usually done 

through subjective proxies. On the other hand, in SME scale companies, archival 

financial performance is generally not available (due to no financial reports made), 

so that perceived performance measures both financial and non-financial are more 

widely used (Kraus et al., 2012). 

 

In its implementation, company performance is claimed to be a multidimensional and 

complex construct that is measured using a series of indicators (Lumpkin & Dess, 

1996; Stam, Arzlanian & Elfring, 2013). Company performance indicators can differ 

from one another, but to improve performance, companies need an increase in all 

performance indicators. In the context of the relationship between EO and company 

performance, George and Marino (2011) emphasized the nature of the company's 

performance dimensions and conclude that using one performance dimension can 
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produce more favorable results (i.e. easily accepted and understood) than using 

different performance dimensions. However, Muchiri and McMurray (2015) who 

conducted a critical review of the impact of EO implementation on SME 

performance suggested future research to investigate how the specific dimensions of 

EO directly contribute to company performance indicators, both financial and non-

financial. 

 

Suggestions from Muchiri and McMurray (2015) with regard to the relationship 

between EO and company performance become a reference to the conceptual 

framework in this study, specifically the construct of performance of manufacturing 

SMEs in Indonesia. 

 

3.3 RESEARCH FRAMEWORK 

Based on studies conducted by DeepaBabu and Manalel (2016), Muchiri and 

McMurray (2015), and Parveen et al. (2016), as well as a number of understandings 

related to the adoption of technological innovation (Innovation Diffusion Theory) 

and the relationship between the EO dimension and organizational performance 

(Resource-based View Theory), hence the conceptual framework in this study is 

proposed. Figure 3.1 below provides an illustration of this matter. 
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Figure 3.1  

Proposed Conceptual Framework 

 

Figure 3.1 provides an explanation that the use of social media by SMEs' top 

management can have an impact on business performance, both financial and non-

financial. The impact caused by social media use can be directly or indirectly. The 

indirect impacts are investigated and tested through the mediating effect of the EO 

dimensions. The goal is to find out whether social media used by manufacturing 

SMEs in Indonesia in supporting marketing, establishing relationships with 

customers and providing information access to consumers, able to stimulate, inspire, 

motivate and develop creativity, innovation, risk-taking, and pro-activeness owned 

by top management of SMEs. In turn, it can reduce costs, increase sales, enhance 

customer satisfaction, improve relationships with customers, and facilitate 

information access to customers. 

 

As explained in Chapter Two, Section 2.10, what distinguishes this study from 

previous ones is the use of a multidimensional approach of the EO dimension to the 

relationship between exogenous and endogenous constructs/variables. Therefore, in 

this study, each dimension on the EO construct will interact with each dimension on 
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the social media use construct and the financial and non-financial performance 

constructs. The following section explains all interactions among the three constructs 

involved in this study. 

 

3.4 THE HYPOTHESIZED RESEARCH FRAMEWORK 

The research hypothesis formulated in this study is based on the proposed conceptual 

framework. Each hypothesis represents the relationship that occurs from the 

interactions of the three constructs involved in this study. Figure 3.2 below depicts 

the formulation of the research hypotheses. 
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3.4.1 Relationship between Social Media Usage and Financial Performance 

Social media has become the center of attention in many industries today because it 

is able to connect businesses with end customers directly, in a timely manner and at a 

low cost (Kaplan & Haenlein, 2010). The benefits derived from the presence of 

social media such as Facebook, Instagram, Twitter, WhatsApp or YouTube are not 

only felt by users either as individuals or communities to share information and 

communicate among users, but also increasingly become a promising choice as a 

gathering place for large numbers of consumers and market of the company products 

and services (Hsu, 2012). With regard to the advantages and disadvantages of using 

social media, WebFX.com in its release as of 2019 conveys a number of advantages 

points, including enabling organizations/companies to: 1) reach large audiences, 2) 

have a direct connection with audience, so that company gets to know them better, 

provides better customer service, gains valuable insight about customers, and sees 

how audience perceives company’s business, 3) create organic content, 4) have 

access to paid advertising services, 5) build company’s brand, 6) drive traffic to 

company’s website, 7) join social media networks for free, 8) create viral content, 9) 

uncover valuable insights, and 10) evaluate company’s performance 

(https://www.webfx.com/internet-marketing/social-media-marketing-advantages-

and-disadvantages.html). On the other hand, the use of social media also has 

disadvantages or risks for business activities, including: 1) not built for business, 2) 

negative feedback and tarnish brand name, 3) heavily rely on ads, 4) low ROI, 5) 

time-consuming, 6) need to stay engaged and active, 7) difficult to measure, 8) 

security and privacy policy issues, 9) limited only to social media platforms, and 10) 

does not work for all groups of people (https://techjackie.com/disadvantages-of-

social-media-marketing/). 
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Based on DeLone and McLean's (2003) information systems success model, 

organizational performance refers to the actual benefits an organization receives 

from using IT (including social media) both financially and non-financially. 

Financially, in addition to reducing marketing costs, especially the cost of promotion 

and communication costs with customers and clients of other companies, the use of 

social media can also increase efficiency so as to increase the competitiveness of the 

company (Harris & Rea, 2009; Kim & Ko, 2012). Through social media, companies 

can also save costs to obtain information, especially information about the market, 

competitors, suppliers, distributors, and customers (Parveen et al., 2016). It was 

further stated by Rodriguez et al. (2014) and Kwok and Yu (2013) that social media 

technologies such as Facebook have a positive impact on customer-oriented 

processes which in turn increases the company's product sales. In their study, 

Derham et al. (2011) stated that because of its ease of use, social media can be 

implemented in various types of businesses including SMEs, without requiring 

additional resources, including technical expertise and large costs for investment, 

except for internet access (Derham et al., 2011). 

 

Based on the advantages and disadvantages of the use of social media by the 

organization/company, there is a need to investigate and test empirically how social 

media has a role in improving the financial performance of manufacturing SMEs in 

Indonesia. For this reason, this study proposes the following hypothesis: 

H1: There is a positive significant relationship between Social Media Usage and 

Financial Performance 
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With regard to measuring the financial performance of SMEs, as stated by Hudson 

and Smart (2001) related to the unique characteristics of SMEs that are different 

from large companies in which SMEs do not formulate the performance 

measurement based on their business strategies, then the measurement of SME 

financial performance also does not refer to the various indicators as used by large 

companies, such as profitability, growth, and return on investment (ROI). Mohd 

Harif et al. (2013) also argued that due to differences in the characteristics of SMEs 

compared to large companies, the measurement of financial performance in SMEs 

only uses profitability indicators. 

 

Because this study uses profitability indicators as a measure of SME financial 

performance and describes it in two dimensions, namely reducing costs and 

increasing sales, hence to gain a deeper understanding of the relationship between 

each dimension of social media use and each dimension of SME financial 

performance, this study proposes a number of sub-hypotheses. The aim is to 

investigate and examine how the use of social media for SME business activities (i.e. 

to support marketing programs, improve services and customer relationships, and 

enhance information accessibility) contributes to reducing costs and increasing sales 

of SME products. This is consistent with the research objectives set out in Chapter 

One, section 1.4. The proposed sub-hypotheses are as follows: 

H1a: There is a positive significant relationship between Social Media for Marketing 

and Cost Reduction 

H1b: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Cost Reduction 
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H1c: There is a positive significant relationship between Social Media for 

Information Accessibility and Cost Reduction 

H1d: There is a positive significant relationship between Social Media for Marketing 

and Sales Increase 

H1e: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Sales Increase 

H1f: There is a positive significant relationship between Social Media for 

Information Accessibility and Sales Increase 

 

3.4.2 Relationship between Social Media Usage and Entrepreneurial 

Orientation 

In their study, Lechner et al. (2005) revealed that social networking is really needed 

by organizations or companies to develop entrepreneurial abilities because it can 

improve organizational learning and enhance relationships with corporate 

stakeholders. Meanwhile, according to Zyl (2009), when organizations use 

technology such as social media, open communication with customers is possible, 

which will have implications for the company's brand and image and can be a trigger 

for companies to innovate and lead the market. Root and Topcu (2011) also argued 

that companies that use social media have a tendency to change their business 

methods and ways more modernly than the old/traditional ones, especially in 

marketing. Furthermore, Adebayo (2015) stated that social media can help improve 

corporate social networking because it allows companies to carry out successfully the 

stage of business development. For this reason, companies will become more 

proactive in looking for market opportunities and more willing to take risks in order 

to maintain their reputation and develop their business. 
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In the context of SMEs, as conveyed by Matuszak (2007) and Rauch et al. (2009), 

the use of social media can motivate SME owners/managers to tend to be more 

creative, innovative, and proactive in serving and meeting customer needs, especially 

after getting input in the form of criticism, suggestions, ideas, comments or feedback 

from customers. Furthermore, Parveen et al. (2014) claimed that through social 

media, SME owners/managers will also be more willing to take business risks and be 

more aggressive in order to meet customer needs, both related to product quality or 

service satisfaction to customers. The methods, practices, and decision-making styles 

used by such owners/managers according to Lumpkin and Dess (1996) can be 

interpreted as entrepreneurial-oriented postures. This is because there is a process of 

experimenting with innovations or the use of new technologies (including the 

Internet and social media), the process of finding opportunities and new markets, and 

the process of taking risks. In other words, social media can function as a stimulus, 

inspiration, and motivator for SME owners/managers to run an entrepreneurial-

oriented business and can improve their business performance, both financial and 

non-financial. 

 

Referring to the concept of Lumpkin and Dess (1996) related to the entrepreneurial-

orientated company posture, how social media used by manufacturing SMEs in 

Indonesia has an impact on the EO dimensions of their owners/managers, need to be 

investigated and empirically tested. For this reason, this study proposes the following 

hypothesis: 

H2: There is a positive significant relationship between Social Media Usage and 

Entrepreneurial Orientation 

 



106 

 

As the aim of the research, is to gain a broader understanding of the relationship 

between each dimension of social media use and each dimension of EO owned by 

the owner/manager of manufacturing SMEs in Indonesia, this study proposes a 

number of sub-hypotheses. This is intended to find out how the use of social media 

by SMEs (i.e. to support marketing program, improve services and customer 

relationships, and enhance information accessibility) impacting on the EO 

dimensions of SME owners/managers, namely innovativeness, risk-taking and pro-

activeness. The proposed sub-hypotheses are as follows: 

H2a: There is a positive significant relationship between Social Media for Marketing 

and Innovativeness 

H2b: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Innovativeness 

H2c: There is a positive significant relationship between Social Media for 

Information Accessibility and Innovativeness 

H2d: There is a positive significant relationship between Social Media for Marketing 

and Risk-taking 

H2e: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Risk-taking 

H2f: There is a positive significant relationship between Social Media for 

Information Accessibility and Risk-taking 

H2g: There is a positive significant relationship between Social Media for Marketing 

and Pro-activeness 

H2h: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Pro-activeness 
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H2i: There is a positive significant relationship between Social Media for 

Information Accessibility and Pro-activeness 

 

3.4.3 Relationship between Social Media Usage and Non-Financial Performance 

According to Akar and Topcu (2011), and Tanuri (2009), the role of social media in 

supporting company programs can be demonstrated through the provision of 

facilities in various fields of marketing such as promotional media, marketing 

intelligence, sentiment research, public relations, marketing and product 

communications, and customer management. Whereas Zyl (2009) stated that through 

social media, ongoing communication between companies and customers can be 

built and used to develop solutions related to customer relations and service 

problems. Steps that can be taken are to utilize opinions, suggestions, ideas, 

criticisms, or constructive comments from customers, especially in making decisions 

about product quality and service satisfaction provided by the company. 

Furthermore, Parveen et al. (2016) revealed that companies that use social media can 

conduct market research to get input or feedback from customers on products and 

services displayed on social media, or that companies will make in the future. Thus, 

information obtained by companies from the results of surveys or market research 

can be a reference for companies in reaching new customers, taking new niche or 

market share, and/or using new strategies to deal with their competitors in the future. 

 

In the realm of SMEs, especially in developing countries, the business orientation 

that is more directed at customer satisfaction has generally not been an important part 

of their business programs and helps determine the company's success. One reason is 

because of the communication media used between companies and consumers rely 
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more on the word of mouth (WOM) method than other approaches. For SMEs, 

marketing strategies using WOM are still considered effective because they are able 

to bring the relationship between sellers and prospective buyers personally 

(Kusumawardhani, 2013). Specifically, Barclays Review (1997) explained that the 

role of WOM is able to be a medium for companies to get new customers derived 

from old customer information. WOM is very useful for companies because it 

provides information in a short time and with significant credibility (Babett & 

Wallace, 2009). 

 

On the other hand, Kozinetz et al. (2010) stated that understanding word of mouth 

marketing in online communities is indeed important because it is influenced by 

consumer-to-consumer spending, which has encompassed social media and viral 

marketing techniques. However, social media provides more effective facilities 

because product promotion through WOM can be delivered to prospective buyers in 

the form of virtual advertisements such as images and/or videos, sharing information 

and experience, till purchasing preferences including product recommendations and 

vendor services. Hill, Provost, and Volinsky (2006) also argued that social 

networking enables the company to promote its products through word of mouth 

beyond what advertising alone does. The presence of social media aims to strengthen 

the marketing of company products and services by word of mouth, conducting 

market research, general marketing, building ideas and developing new products, 

services to customers, public relations, employee communication, and management 

reputation (Levinson & Gibson, 2010). 
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Based on this situation, there is a need to conduct empirical investigations and tests 

to find out whether the social media used by manufacturing SMEs' owners/managers 

has an impact on improving non-financial performance. For this reason, this study 

proposes the following hypothesis: 

H3: There is a positive significant relationship between Social Media Usage and 

Non-Financial Performance 

 

As the findings of Mohd Harif et al. (2013) and also Parveen et al. (2016) that due to 

differences in the characteristics of SMEs compared to large companies, hence the 

measurement of non-financial performance in SMEs uses the indicators of customer 

satisfaction level and quality of company products and services, not on market share 

and employee efficiency. Since this study refers to the findings of Mohd Harif et al. 

(2013) and Parveen et al. (2016), hence the SME non-financial performance 

measures were broken down into two dimensions, namely better customer service 

and relations, and better information accessibility. 

 

To gain a deeper understanding of the relationship between each dimension of social 

media use and each dimension of SME non-financial performance, this study 

proposes a number of sub-hypotheses. The aim is to investigate how the use of social 

media for SME business activities (i.e. to support marketing program, improve 

services and customer relationships, and enhance information accessibility) 

contributes to increasing service and customer relations and improving information 

accessibility. The proposed sub-hypotheses are as follows: 

H3a: There is a positive significant relationship between Social Media for Marketing 

and Better Customer Service and Relation 
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H3b: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Better Customer Service and Relation 

H3c: There is a positive significant relationship between Social Media for 

Information Accessibility and Better Customer Service and Relation 

H3d: There is a positive significant relationship between Social Media for Marketing 

and Better Information Accessibility 

H3e: There is a positive significant relationship between Social Media for Customer 

Service and Relation and Better Information Accessibility 

H3f: There is a positive significant relationship between Social Media for 

Information Accessibility and Better Information Accessibility 

 

3.4.4 Relationship between Entrepreneurial Orientation and Financial 

Performance 

As explained in the literature review related to EO, there are a number of opinions 

stating that EO is the company's strategic posture (Covin & Slevin, 1989; Lumpkin 

& Dess, 1996; Miller, 1983). That is, EO can be an indicator of organizational 

success. Through EO, organizations/companies will be awakened and motivated to 

create and innovate through searching market opportunities or creating new products, 

be more courageous in taking risks, and become more proactive and aggressive in 

competing. The better the organization in implementing EO in its activities, the 

greater the opportunity for improvement in aspects of its performance, such as sales 

volume, profits, market share, investment opportunities, and business growth 

(Ainuddin & Junit, 2006; Knight, 2000; Rauch et al., 2009; Zain & Hassan, 2007). 

So, organizations that adopt EO and implement it in the dynamics of their business, 

will be far more successful than those who do not. EO can be one of the competitive 
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weapons or competitive advantages for organizations/companies, both large, 

medium, and small scale. 

 

In the context of SMEs, the EO dimension which is believed to be one of the 

strategic packages for large companies has not been proven to have a significant 

positive role for SMEs. For example, studies conducted by Fadda (2018) and 

Kusumawardhani (2013) found that EO has an impact on the financial performance 

of SMEs, but partially (multidimensional). One finding revealed that innovativeness, 

pro-activeness, and autonomy as EO dimensions that significantly affect the financial 

performance of SMEs (Fadda, 2018), while other findings claimed only 

proactiveness that significantly influences the financial performance of SMEs 

(Kusumawardhani, 2013). Thus, not all EO dimensions have an impact on improving 

the financial performance of SMEs. This contrasts with a number of studies 

investigating the impact of EO on large-scale corporate financial performance, which 

found that EO had a simultaneous (unidimensional) impact on corporate financial 

performance (Mahmood & Hanafi, 2013; Poon et al., 2006; Rauch et al., 2009; Zain 

& Hasan, 2007; and Zainol & Daud, 2011). 

 

The difference in perspective and analysis results related to the EO dimension 

implementation on the company's financial performance from a number of previous 

studies (unidimensional and multidimensional concepts), causes the best alternative 

of EO dimension analysis for SMEs cannot be recommended appropriately in its use. 

Therefore, there is a need and importance to carry out an empiric investigation and 

testing of how the EO dimension owned by the owner/manager of manufacturing 
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SMEs in Indonesia affects the financial performance of its business. For this regard, 

this study proposes the following hypothesis: 

H4: There is a positive significant relationship between Entrepreneurial Orientation 

and Financial Performance 

 

Along with efforts to obtain evidence and a deeper understanding of how the EO 

dimension owned by SME owners/managers influences the financial performance of 

SMEs, this study proposes a number of sub-hypotheses. It aims to find out how each 

dimension of EO, namely innovativeness, risk-taking, and pro-activeness, 

influencing on each dimension of the financial performance of manufacturing SMEs 

in Indonesia, namely cost reduction and increased sales. The proposed sub-

hypotheses are as follows: 

H4a: There is a positive significant relationship between Innovativeness and Cost 

Reduction 

H4b: There is a positive significant relationship between Risk-taking and Cost 

Reduction 

H4c: There is a positive significant relationship between Pro-activeness and Cost 

Reduction 

H4d: There is a positive significant relationship between Innovativeness and Sales 

Increase 

H4e: There is a positive significant relationship between Risk-taking and Sales 

Increase 

H4f: There is a positive significant relationship between Pro-activeness and Sales 

Increase 
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3.4.5 Relationship between Entrepreneurial Orientation and Non-Financial 

Performance 

Studies that discuss the EO dimension effects on the company's non-financial 

performance can be said relatively few. For example, the study of Milanovich and 

Wittine (2014) found that five dimensions of EO simultaneously have a positive 

relationship with organization's non-financial performance. Whereas studies from 

Amien et al. (2016) and Effendi et al. (2013) proved that innovativeness, risk-taking, 

and pro-activeness had simultaneous impacts on the company's non-financial 

performance, but after being mediated by other variables namely Market Oriented 

(Amien et al., 2016) and Managerial Competence (Effendi et al., 2013). On the other 

hand, several studies revealed the impact of the EO dimension partially on the 

company's non-financial performance. For instance, Wessel (2004) put in the 

dimensions of creativity and the speed of new product development as variables that 

affect the non-financial performance of organizations. Meanwhile, Hoffman and 

Foddor (2010) placed IT investment risk dimensions as variables that have an impact 

on the company's non-financial performance. According to Hoffman and Foddor 

(2010), returns on IT investments obtained by companies cannot only be measured 

using monetary units but can also be evaluated on investment success made by the 

company by looking at the consumers behavior who involved in IT applications. For 

example, how the use of the internet or social media can help consumers 

communicate with companies and get access to the information they need. 

 

In the realm of SMEs, especially in developing countries, empowering the EO 

dimension by SME owners/managers is generally not fully performed because of the 

different characteristics of SMEs compared to large companies. For example, in the 
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case of autonomy, because SME owners are commonly also as SME managers, 

hence business decision-making authority is fully held by the owner, so employee 

involvement in creating, innovating, and providing input to their leaders is generally 

also limited (Kusumawardhani, 2013). In addition, SME owners generally tend to be 

more involved in social motives with the community around the company and more 

concerned with family affairs than managing their business (Kusumawardhani, 

2013). This character will affect the pattern of risk management that must be taken, 

and efforts to achieve business objectives become less focused both in the context of 

increasing profits, business growth, customer satisfaction, and maintaining good 

relations with consumers and suppliers. In other words, similar to the context of the 

role of the EO dimension in increasing the financial performance of SMEs, not all 

EO dimensions have an impact on improving the SMEs' non-financial performance. 

This condition is contrary to the findings Milanovich and Wittine (2014), Amien et 

al. (2016), and Effendi et al. (2013) which stated that the EO dimensions 

simultaneously influence the non-financial performance of organizations/companies. 

[38] By looking at this reality, empirical investigation and testing is important and 

needs to be done to investigate whether the EO dimension owned by SME 

owners/managers influences the non-financial performance of its business. For this 

reason, this study proposes the following hypothesis: 

H5: There is a positive significant relationship between Entrepreneurial Orientation 

and Non-Financial Performance 

 

In an effort to prove and gain a deeper understanding of how the EO dimension 

owned by SME owners/managers influences the non-financial performance of SMEs, 

this study proposes a number of sub-hypotheses. The aim to be achieved is to find 
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out how much impact each dimension of EO namely innovativeness, risk-taking, and 

pro-activeness towards each non-financial performance dimension of manufacturing 

SMEs in Indonesia, namely improving the service and customer relations, and 

enhancing the information accessibility. The proposed sub-hypotheses are as follows: 

H5a: There is a positive significant relationship between Innovativeness and Better 

Customer Service and Relation 

H5c: There is a positive significant relationship between Risk-taking and Better 

Customer Service and Relation 

H5e: There is a positive significant relationship between Pro-activeness and Better 

Customer Service and Relation 

H5b: There is a positive significant relationship between Innovativeness and Better 

Information Accessibility 

H5d: There is a positive significant relationship between Risk-taking and 

Information Accessibility 

H5f: There is a positive significant relationship between Pro-activeness and 

Information Accessibility 

 

3.4.6 Relationship between Social Media Usage, Entrepreneurial Orientation 

and Financial Performance 

As stated by Derham et al. (2011) that social media is suitable for use by SMEs 

because of its low cost, few obstacles to participating, and requires a relatively low 

level of information technology (IT) skills. Kaplan and Haenlein (2010) also 

revealed that the level of efficiency in the use of social media is far higher than other 

traditional communication channels, such as word of mouth, letter, telephone, pager, 

or fax, so to be successful in business, SMEs should consider the use of social media 
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as one of the strategic and competitive weapons. Unfortunately, in reality, there are 

doubts from SME owners/managers regarding the return on investment (ROI) would 

be obtained by SMEs if they use it (Chong et al., 2001; Hashim, 2007; Jin, 2007; 

Khong et al., 2008). As a result, in the majority of SMEs, there is a possibility that IT 

adoption does not be a top priority for business strategies and for financial decision 

making conducted by SME owners/managers. The next impact is the lack of 

responsiveness of SME owners/managers in accepting IT presence (including social 

media), and having low interest in understanding the benefits gained by adopting and 

using social media (Omar et al., 2011; Kusumawardhani, 2013; Setiowati et al., 

2015). 

 

Furthermore, Nakara et al. (2012) emphasized that SME owners/managers generally 

do not understand how to measure the benefits of social media. For SME 

owners/managers, obtaining, implementing, and measuring the capabilities gained 

from social media use is a far more difficult task than promoting business. On the 

other hand, the limited physical facilities availability or uneven infrastructure 

between cities and villages, especially the installed electricity and 

telecommunications networks, increase the reluctance of SME owners/managers to 

make social media as a means of supporting their business (Hashim, 2007; Khong et 

al., 2008; Reynolds et al., 1994). The study of Zeiller and Schauer (2011) found 

several weaknesses of SMEs in using social media, namely: 1) lack of skills to 

develop web strategies; 2) lack of understanding of how social media can be used; 

and 3) lack of understanding of the opportunities offered by social media. 
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To anticipate the weaknesses of SMEs in using social media as stated by Zeiller and 

Schauer (2011) and Nakara et al. (2012), hence the empowerment of the EO 

dimension owned by SME owners/managers becomes very important and relevant. 

In their study, Lumpkin and Dess (1996) stated that the resources owned by the 

company can be used optimally by empowering all dimensions of EO to achieve 

company goals. However, Hughes and Morgan (2007) suggested that because the 

company's business characteristics are not always the same both in business scale 

they had and business strategies they used, it encourages the need to investigate how 

and where the EO dimension has the best and greatest influence in improving 

company performance, specifically financial performance. As an alternative analysis, 

the EO dimension can have three different roles, namely: 1) can act as an 

independent variable that can affect (or not affect) company performance; 2) can act 

as a moderating variable that can strengthen (or weaken or even change) the 

relationship between independent variables and company performance; and 3) can 

act as a mediating variable that mediates or intervenes the relationship between 

independent variables and company performance. In this context, there are a number 

of findings obtained from previous studies that discuss the EO dimension as an 

independent variable (for example, Fadda, 2018; Kusumawardhani, 2013; Muchiri & 

McMurray, 2013; Rauch et al., 2009; and Wales et al., 2011 ), as a moderating 

variable (for example, Ibrahim & Mas'ud, 2016; Rotich et al., 2015; and Nuiami et 

al., 2014), and as a mediating variable (for example, Maina et al., 2018; Caseiro & 

Coelho, 2018; Mkala et al., 2017; Monteiro et al., 2017; Zehir et al., 2016; Xian-

Feng et al., 2015; and Korry et al., 2013). 
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Referring to the study of Zeiller and Schauer (2011) and following the advice of 

Hughes and Morgan (2007), hence empirical study to investigate and test whether the 

EO dimension mediates the relationship between the use of social media and the 

financial performance of manufacturing SMEs in Indonesia becomes necessary and 

important to do. The placement of the EO dimension as a mediating variable is as set 

out in Chapter Two section 2.9. For this reason, this study formulates the hypothesis 

as follows: 

H6:  Entrepreneurial Orientation mediates the relationship between Social Media 

Usage and Financial Performance 

 

To gain a deeper understanding of the mediating effect of each dimension of EO 

owned by SME owners/managers in Indonesia (i.e. innovativeness, risk-taking, and 

pro-activeness) on the relationship between each dimension of social media use for 

SME business activities (i.e. to support marketing program, improving service and 

customer relationships, and enhancing information accessibility) and each dimension 

of financial performance (i.e. cost reduction and sales increase), hence this study 

proposes a number of sub-hypotheses which is based on the role of social media used 

by SMEs. 

 

3.4.6.1 Relationship between Social Media Usage for Marketing, 

Entrepreneurial Orientation and Financial Performance 

The marketing aspect is one of the most determining aspects of the success of a 

business both in large-scale companies, moreover SMEs. There are many aspects that 

determine the success of a company, especially in the marketing aspect, as stated by 

Posthuma (2003) and Loebis and Schmitz (2005) who highlighted the problems of 
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marketing products for SME-scale companies in terms of input, process, and output. 

From the input side, it generally relates to the need and scarcity of raw materials and 

supporting materials needed to make products. From a process perspective, problems 

generally lead to a lack of new product designs and innovations, lack of marketing 

promotion programs, lack of bravery in risk-taking, inefficient production, and 

inconsistent product quality. Meanwhile, from the output side, it revolves around 

intense competition, less pro-activity in taking business opportunities, including the 

difficulty of entering the market, whether it is local, national, regional or even 

international, the problem of the lack of distribution channels and limited 

communication media with customers. 

 

On the other hand, the development of information technology, especially social 

media, opens up opportunities to reduce the problems faced by SMEs. Through 

social media (e.g. Facebook), business owners can take full advantage of Facebook's 

functions for sales, advertising, and marketing at a lower cost; to promote products, 

services, and company brands such as sharing, tagging, messages, comments, and 

notifications (Derham et al., 2011). SMEs can even use it for their daily transactions 

because the costs are minimal and require a low level of IT skills (Derham et al., 

2011). 

 

Regarding the role of social media and SME marketing issues, a number of previous 

studies discussed these issues, for example, Hankinson, Bartlett, and Ducheneaut 

(1997); Gilmore, Carson, and O'Donnell (2004) who revealed that SME 

owner/managers generally do not view organizational growth as one of their main 

goals. This means that SMEs have no interest in expanding their product market or 
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adding production facilities. This may be due to the limitations of SMEs in terms of 

financing, time, marketing knowledge, and access to information (Susman, Jansen & 

Michael, 2006). Likewise, strategic decisions of SME owners/managers are often 

made within the constraints of family and individual business goals rather than 

maximizing the company's potential, thus causing companies to be less innovative, 

less pro-active and no courage in risk-taking (Dobbs & Hamilton 2007; Naldi et al. 

2007; Zahra 2005). 

 

Referring to product marketing problems as disclosed by Posthuma (2003) and 

Loebis and Schmitz (2005), and having opportunities for eliminating SME's 

problems through the use of social media (Derham et al. 2011), there is a need to 

investigate whether EO dimensions owned by SME owners/managers can be 

stimulated, motivated, and developed through the use of social media so as to 

improve the financial performance of SMEs. For this reason, this study proposes a 

number of sub-hypotheses from the hypothesis H6 as follows: 

H6a: Innovativeness mediates the relationship between Social Media Usage for 

Marketing and Cost Reduction 

H6b: Innovativeness mediates the relationship between Social Media Usage for 

Marketing and Sales Increase 

H6c: Risk-taking mediates the relationship between Social Media Usage for 

Marketing and Cost Reduction 

H6d: Risk-taking mediates the relationship between Social Media Usage for 

Marketing and Sales Increase 

H6e: Pro-activeness mediates the relationship between Social Media Usage for 

Marketing and Cost Reduction 
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H6f: Pro-activeness mediates the relationship between Social Media Usage for 

Marketing and Sales Increase 

 

3.4.6.2 Relationship between Social Media Usage for Customer Relations, 

Entrepreneurial Orientation, and Financial Performance 

A success factor that is also important for SMEs in improving their financial 

performance is good customer relationships that are accommodated by social media. 

In this case, how organizations can share ideas, opinions, and knowledge based on 

the requests of their customers through social media (Schaffer, 2013). When 

managing customer relationships and experiences, organizations can utilize social 

media to perform sales-related tasks, such as prospecting and sharing information 

about products and services (Panagopoulos, 2010). According to Ruekert (1992), 

customer-oriented companies can measure the extent to which organizations obtain 

and use information from customers, develop strategies that will meet customer 

needs, and implement these strategies by being responsive to customer needs and 

wants. 

 

In the context of using social media, a number of previous studies have highlighted 

the use of social media to improve customer relationships, for instance, Rodriguez et 

al. (2014) who revealed that the use of social media has a positive impact on 

customer-oriented processes in organizations which in turn leads to improvements in 

organizational performance. Meanwhile, Solis (2010) emphasized that social media 

can have an impact on reducing the cost of digital advertising and promotion, 

exploring inspirations, innovative ideas, dealing with customer service issues, and 

building relationships with customers. Through social media, organizations can get 
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more information about the market, competitors, and especially customers and their 

needs, as well as increase the accessibility of information from the organization 

(Parveen et al., 2014). 

 

Given the importance of maintaining good relationships with customers, especially in 

today's digital era where every organization or company has the same opportunity to 

adopt and gain the benefit as much as possible from social media, while SME 

owners/managers also have untapped potential in the form of EO dimensions, there is 

a need to ascertain whether the EO dimension mediates the relationship between 

social media used by SME and its financial performance. For this reason, a number 

of sub-hypotheses from the hypothesis H6 are proposed as follows: 

H6g: Innovativeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Cost Reduction 

H6h: Innovativeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Sales Increase 

H6i: Risk-taking mediates the relationship between Social Media Usage for 

Customer Service and Relation and Cost Reduction 

H6j: Risk-taking mediates the relationship between Social Media Usage for 

Customer Service and Relation and Sales Increase 

H6k: Pro-activeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Cost Reduction 

H6l: Pro-activeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Sales Increase 
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3.4.6.3 Relationship between Social Media Usage for Information Accessibility, 

Entrepreneurial Orientation, and Financial Performance 

In today's digital era, data and information can be said to be the blood of 

organizations/companies. In making any decisions, data and information are always 

needed to support the decisions to be taken. The most familiar and most widely used 

communication media today are the internet and social media which can help 

organizations do business anytime and from anywhere (Chen et al., 2008). 

Organizations post a lot of information about the organization, products, services, 

and other promotional activities and also get information and knowledge from the 

internet (in the form of websites) and social media (Schaffer, 2013). Nonetheless, 

one of the most important factors in using information technology, especially in 

supporting business, is the trust in the information submitted to users, namely the 

reliability, credibility, and accuracy of the information obtained (Chai et al., 2011). 

 

Regarding the use of social media, Mayfield (2008) considered that social media is 

an interactive tool because it allows two-way communication rather than one-way 

transmission, or distribution of information from the client to the server or vice versa. 

Handayani and Lisdianingrum (2011) who investigated the adoption and use of 

Facebook in two SMEs in Indonesia revealed that Facebook can be used as an 

effective free online marketing tool if it can be managed properly. Likewise, Parveen 

et al. (2015) argued that digital advertising, especially on Facebook, has reduced 

advertising costs, which is important for SMEs given their financial limitations. 

Through social media, the relationship with customers is getting better because it is 

possible for customers to get direct access to information that previously had to be 

done via telephone, fax, or e-mail. 
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Furthermore, Zyl (2009) stated that the company's closeness to customers will have 

an impact on the company's product image and brand which will trigger the 

company's creative and innovative attitude and lead the market. Companies will try 

new innovative ways to market their products and services through social media. The 

interaction between customers and the company will not only lead to ideas, 

creativity, and innovation but also influence the company to proactively take several 

actions in order to solve problems or improve service to customers. Likewise, the use 

of social media can also increase a company's tendency to take risks. To what extent 

the impact of the use of social media affects the financial performance of SMEs is 

important to investigate, especially if it is mediated by the EO dimension inherent in 

the owner/manager of SMEs. For this reason, this study proposes a number of sub-

hypotheses from the hypothesis H6 as follows: 

H6m: Innovativeness mediates the relationship between Social Media Usage for 

Information Accessibility and Cost Reduction 

H6n: Innovativeness mediates the relationship between Social Media Usage for 

Information Accessibility and Sales Increase 

H6o: Risk-taking mediates the relationship between Social Media Usage for 

Information Accessibility and Cost Reduction 

H6p: Risk-taking mediates the relationship between Social Media Usage for 

Information Accessibility and Sales Increase 

H6q: Pro-activeness mediates the relationship between Social Media Usage for 

Information Accessibility and Cost Reduction 

H6r: Pro-activeness mediates the relationship between Social Media Usage for 

Information Accessibility and Sales Increase 
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3.4.7 Relationship between Social Media Usage, Entrepreneurial Orientation 

and Non-Financial Performance 

In studies conducted by Meske and Stieglitz (2013) and Parveen et al. (2016) 

revealed that the use of social media can help companies improve relationships with 

customers, being able to be an effective media for companies to communicate 

internally and collaborate with customers, suppliers of raw materials, distributors, 

and with other stakeholders. Kim and Ko (2012) and Molla and Heeks (2007) also 

stated that through social media, companies can obtain information about the market, 

identify products that are trending and needed by customers, and enhance the 

reputation and image of the company. Furthermore, Chowdhury and Harrigan (2014) 

argued that information obtained from social media, when combined with a unique 

organizational context, will provide great potential in building better relationships 

with customers, which in turn will create competitive advantages for organizations. 

Whereas Ferrer et al. (2013); Paridon and Carraher (2009); and Rodriguez et al. 

(2014) claimed that social media is able to speed up service time to customers so that 

companies become more responsive in responding to complaints and consumer 

criticisms of the company's products and services, which have an impact on 

increasing customer satisfaction. 

 

Nevertheless, as Zeillier and Schauer (2011) who found a number of SME 

weaknesses in using social media, one way to eliminate these weaknesses is to 

empower all dimensions of EO owned by SME owners/managers, as suggested by 

Lumpkin and Dess (1996). Unfortunately, it is still very rare to find research that 

discusses the role of the EO dimension as an intermediary variable that mediates or 

moderates the relationship between the independent variable and the non-financial 
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performance of the company/SME that can be used as a reference. If any, the role of 

the EO dimension is not as an intermediary variable, but as an independent variable 

that influences the non-financial performance of companies/SMEs, for example, 

Amin et al. (2016); Milanovic and Wittine (2014) or Vu (2017). 

 

Based on the study of Zeiller and Schauer (2011) and following the advice of Hughes 

and Morgan (2007), there is a need to investigate how and where the EO dimension 

has the best and greatest influence in improving the SMEs non-financial 

performance. As stated in Chapter Two section 2.9, the EO dimension is placed as a 

mediating variable to investigate and test the mediating effect of the EO dimension 

on the relationship between social media usage and SMEs' non-financial 

performance. For this reason, this study proposes the following hypothesis: 

H7:  Entrepreneurial Orientation mediates the relationship between Social Media 

Usage and Non-Financial Performance 

 

In an effort to prove and gain broader insights into how the mediating effect of each 

dimension of EO owned by SME owners/managers in Indonesia (i.e. innovativeness, 

risk-taking, and pro-activeness) on the relationship between each dimension on the 

use of social media for SME business activities (i.e. to support marketing program, 

improve service and customer relations, and enhance information accessibility) and 

each dimension on non-financial performance (i.e. service and customer relationship 

improvement, and enhancement of information accessibility), hence this study 

proposes a number of sub-hypotheses which is based on the role of social media used 

by SMEs. 
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3.4.7.1 Relationship between Social Media Usage for Marketing, 

Entrepreneurial Orientation and Non-Financial Performance 

According to Covin and Slevin (1988), entrepreneurial orientation refers to the extent 

to which top management is willing to take business-related risks, supports change 

and innovation to gain a competitive advantage for their business, and is pro-active 

in taking market opportunities. Meanwhile, Kreiser et al. (2010) argued that 

entrepreneurial orientation reflects the extent to which business growth is triggered 

by the identification and orientation of market opportunities that have not been 

carried out. In the context of performance, Xue and Zhang (2006) claimed that there 

are two points that can prove that there is a relationship between EO and company 

performance. First, innovation can help build a strong market reputation in order to 

increase the distance between a company and its competitors. Second, the 

entrepreneurial behavior of the company which focuses on quick response to market 

opportunities and building profit moving. In essence, companies need to have 

innovative and explorative oriented leaders who are able to help encourage 

organizational and exploratory innovation in the face of uncertainty, business failure, 

and risky decisions. 

 

Regarding the use of social media to support marketing programs, Mangold and 

Faulds (2009) stated that marketing managers must recognize the strengths and 

critical nature of discussions conducted by consumers using social media. This is due 

to the advantages of social media in connecting businesses with end consumers 

directly, on time, and at low cost (Kaplan and Haenlein, 2010), by facilitating various 

marketing areas, such as promotion, marketing intelligence, sentiment research, 

public relations, marketing communications, products, and customer management 
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(Root and Topcu, 2011; Tanuri, 2010). Furthermore, the study of Akar and Topcu 

(2011) found that organizations use social media for marketing more extensively 

than traditional marketing methods. 

 

Given the importance of marketing management for SMEs that enable the use of 

social media and empowerment of EO by SME managers in the form of creative and 

innovative behavior, proactive in seeking market opportunities and dare to take 

business risks in order to improve service to customers, there is a need to investigate 

how big the role which can be contributed by the EO dimensions to the performance 

of SMEs. For this reason, this study proposes a number of sub-hypotheses from the 

hypothesis H7 as follows: 

H7a: Innovativeness mediates the relationship between Social Media Usage for 

Marketing and Better Customer Service and Relation 

H7b: Innovativeness mediates the relationship between Social Media Usage for 

Marketing and Better Information Accessibility 

H7c: Risk-taking mediates the relationship between Social Media Usage for 

Marketing and Better Customer Service and Relation 

H7d: Risk-taking mediates the relationship between Social Media Usage for 

Marketing and Better Information Accessibility 

H7e: Pro-activeness mediates the relationship between Social Media Usage for 

Marketing and Better Customer Service and Relation 

H7f: Pro-activeness mediates the relationship between Social Media Usage for 

Marketing and Better Information Accessibility 
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3.4.7.2 Relationship between Social Media Usage for Customer Relations, 

Entrepreneurial Orientation, and Non-Financial Performance 

As stated in previous studies related to the role of EO in company performance, a 

number of recommendations were submitted by researchers. The point is that 

companies that have a strong EO will tend to direct their strategic business decisions 

and practices to pursue new opportunities and perform much better when compared 

to those that do not implement EO (Lumpkin & Dess, 1996; Rauch et al., 2009). 

Furthermore, it was stated by Lumpkin and Dess (1996) that companies that adapt to 

turbulent and changing environments through risk-taking, innovation, and being 

proactive are more likely to enjoy sustainable growth and profitability. By adopting 

EO, companies seek new opportunities and ultimately benefit from taking risks, 

developing innovative products, and proactively positioning their products that result 

in strong company performance. So, companies that implement strong EO are much 

better than companies that do not adopt EO (Kollmann & Stockmann, 2012; 

Lumpkin & Dess, 1996; Rauch et al., 2009). 

 

On the other hand, Narver and Slater (1990) suggested that a customer-oriented 

company can carry out activities such as customer satisfaction, after-sales service, 

personal service to major customers, and a commitment to providing high value to 

customers. Organizations that are more customer-oriented will be better able to 

respond to customer requests for goods and services (Deshpande et al., 1993). 

Furthermore, Kohli and Jaworski (1990) stated that in order to respond to changes in 

customer demand, a manager must have the courage to take risks by introducing new 

products as an alternative choice. Such managers should also proactive in the context 
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of entrepreneurship related to future perspectives in taking initiatives to anticipate 

and pursue new opportunities to take over the market. 

 

In the context of using social media, Mou et al. (2013) claimed that different from 

the old forms of media, social media can include web-based and mobile 

technologies. Therefore, organizations should consider using social media due to 

changing trends among consumers. Kaplan and Haenlein (2010) also emphasized 

that the level of efficiency of social media is much higher compared to other 

traditional communication channels. Therefore, management must encourage 

industry leaders to declare that companies participate in the digital era through the 

use of social media to succeed in the online environment. Unfortunately, most 

studies on social media have been conducted based on individual perspectives (Coyle 

& Vaughn, 2008; DeKay, 2009; Gangadharbhatla, 2008). For this reason, it is 

important to investigate how the role of social media in improving the performance 

of SMEs, in particular how to improve customer relationships and provide more 

satisfying services, by optimizing the EO dimensions possessed by SME 

owners/managers. For this purpose, a number of sub-hypotheses are formulated from 

the hypothesis H7 as follows: 

H7g: Innovativeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Customer Service and Relation 

H7h: Innovativeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Information Accessibility 

H7i: Risk-taking mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Customer Service and Relation 
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H7j: Risk-taking mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Information Accessibility 

H7k: Pro-activeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Customer Service and Relation 

H7l: Pro-activeness mediates the relationship between Social Media Usage for 

Customer Service and Relation and Better Information Accessibility 

 

3.4.7.3 Relationship between Social Media Usage for Information Accessibility, 

Entrepreneurial Orientation, and Non-Financial Performance 

In the view of Lumpkin and Dess (1996) regarding the concept of EO, it is stated that 

managerial activities such as gathering and processing information within the 

company can influence decision-making processes, practices, and activities that lead 

to the creation of new businesses. Further said by Rauch et al. (2009) and Wales et 

al. (2011) that EO includes policies and practices that provide the basis for 

entrepreneurial decisions and actions, and consists of practices and strategy-making 

processes aimed at developing business opportunities for companies. Meanwhile, 

Bouchard and Basso (2011) emphasized that strong EO can affect several indicators 

of company performance including satisfaction with the company, global success 

ratings made by business owners or managers, sales growth, and return on 

investment. 

 

In the context of social media, Steenkamp and Hyde-Clarke (2014) argued that social 

media is a platform that facilitates information sharing and participation from its 

users to create and/or distribute content. This platform has changed the emphasis of 

Internet services from consumption-based to more interactive and collaborative, thus 



132 

 

creating new opportunities for interaction between organizations and the public 

(Henderson & Bowley, 2010). Furthermore, Parveen et al. (2014) stated that the 

interactions and relationships developed through social media not only bring 

customers closer to the organization but also help organizations get more information 

about market trends, customer needs and wants. Likewise, Keh et al. (2007) who 

examined a number of SMEs in Singapore found that EO plays an important role in 

the acquisition and utilization of marketing information as well as a direct influence 

on company performance.  

 

The statement of Parveen et al. (2014) and the findings of Keh et al. (2007) is 

interesting to follow up not only from the aspect of marketing information but also 

from other aspects, by involving the EO dimension owned by the owner/manager of 

SMEs. Therefore, this study proposes a number of sub-hypotheses from the 

hypothesis H7 as follows: 

H7m: Innovativeness mediates the relationship between Social Media Usage for 

Information Accessibility and Better Customer Service and Relation 

H7n: Innovativeness mediates the relationship between Social Media Usage for 

Information Accessibility and Better Information Accessibility 

H7o: Risk-taking mediates the relationship between Social Media Usage for 

Information Accessibility and Better Customer Service and Relation 

H7p: Risk-taking mediates the relationship between Social Media Usage for 

Information Accessibility and Better Information Accessibility 

H7q: Pro-activeness mediates the relationship between Social Media Usage for 

Information Accessibility and Better Customer Service and Relation 
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H7r: Pro-activeness mediates the relationship between Social Media Usage for 

Information Accessibility and Better Information Accessibility 

 

3.4.8 Control Variables 

Referring to Figure 3.2, this study also involved two control variables namely 

company age and company size. It aims to control or make constant these two 

variables so that the influence of independent variables (use of social media), 

mediating variables (EO dimensions) against the dependent variable (financial and 

non-financial performance) is not influenced or disturbed by these two variables. 

 

The reason for using SME age as a control variable is based on a study from 

Papastathopoulou and Avlonitis (2009) which stated that the types of products and 

different market characteristics in one industry will impact on differences in the 

technology used by organizations/companies. As a result of these differences, the use 

of technology may differ between young and old organizations/companies. With 

different SME ages, the impact of using social media on business performance may 

also be different. This fact occurs in sample locations, where there are a number of 

SMEs that have established since decades ago such as the batik industry, copper and 

metal casting industries, and furniture makers, while a number of other SMEs have 

not even been aged for 5 years such as the dry food industry, bag, and shoe 

craftsmen. For this reason, this study considers that the age of SMEs needs to be 

controlled and includes it as a control variable. 

 

In the meantime, the reason for using SME size as a control variable refers to the 

Diffusion Innovation Theory from Rogers (1995), specifically with regard to the 
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behavior of technology adoption by organizations/companies. A number of previous 

studies (for example, Min & Gale, 2003; Papastathopoulou & Avlonitis, 2009) 

revealed that organizations that have a larger business scale tend to adopt new 

technologies. This is because larger organizations have greater and more adequate 

resources in terms of human, financial, and technological resources. With regard to 

social media adoption, even though it can be accessed by organizations or companies 

on any scale, it cannot be denied that the benefits and impacts obtained from the use 

of social media are more effectively implemented in large companies compared to 

SMEs. However, because this study uses samples or respondents of different sizes, 

namely small-scale SMEs, small to medium scale SMEs, and medium-scale SMEs, 

the impact of using social media may differ from one another. For this reason, this 

study considers it important to include the size of SMEs as a control variable. 

 

3.5 CHAPTER SUMMARY 

This chapter focuses on the research blueprint which is described as a theoretical 

framework for this present study. From the theoretical framework, then developed 

and formulated seven hypotheses, namely the hypothesis about the presence or 

absence of the relationship and influence between the use of social media and 

financial performance of SMEs (H1); between the use of social media and EO (H2); 

between the use of social media and the SME non-financial performance (H3); 

between EO and SME financial performance (H4); between EO and SME non-

financial performance (H5). Subsequently, a hypothesis was formulated with regard 

to the mediating effect of the EO dimension owned by SME owners/managers on the 

relationship between social media use and SME financial performance (H6), and the 

mediating effect of the EO dimension owned by SME owners/managers on the 
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relationship between social media use and SME non-financial performance (H7). To 

gain a deeper understanding of the relationship/interaction of each dimension to the 

constructs/variables involved in this study, the seven proposed hypotheses are then 

broken down into a number of sub-hypotheses. This chapter becomes the stepping 

stone to the next chapters. 

  

 

 

 

*** 
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Chapter Four 

METHODOLOGY 

 

4.1 INTRODUCTION 

Chapter Four discusses the research methodology as a technical approach that is used 

for this study process. It starts with a base explanation of the research paradigm to 

understand the philosophy and assumptions related to the research, particularly the 

development of a body of knowledge reviewed philosophically. Furthermore, the 

research design and method approach used in this study starting from the unit of 

analysis, population, variables used, measurement of variables, sampling size, and 

sampling selection techniques, research instruments, to the data analysis techniques 

are the next discussions. The chapter ends with ethical considerations and chapter 

summary. 

 

4.2 RESEARCH PARADIGM 

The research paradigm is defined by Saunders et al. (2009: 118) as "a way to 

examine social phenomena from which a specific understanding of phenomena can 

be obtained and attempted to be explained". Thus, the research paradigm is a 

framework that explains how researchers view the facts of social life and how 

researchers treat science or theory, which is built as a fundamental view of scientific 

disciplines about what problems should be studied. The research paradigm also 

explains how researchers understand the problem and test the criteria as a basis for 

answering the research problem (Kothari, 2004). 
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The research paradigm which is the reason for the preparation of this study is based 

on the phenomena that occur in the Indonesian society regarding the rapid growth of 

information technology, especially the increasing intensity of the use of social media 

by the public and businesses. Georgescu and Popescul (2015) stated that the high 

usage of social media had impacted significantly on the business environment 

affected by a paradigm shift, where hierarchies fall apart, communication and 

collaboration create increasingly broader networks for employees and all 

organization partners. Zarella (2010) also believed that social media was a new 

communication paradigm in the context of the marketing industry. This concept 

refers to the views of Mangold and Faulds (2009) which argued that in 

communicating, social media uses a hybrid component, that is how social media 

applies traditional communication combined with the use of internet platforms, as a 

new communication paradigm. According to Weber (2009), traditional media such as 

newspapers, radio, and TV facilitate one-way communication, while social media is 

two-way communication, which allows each user to create and publish certain 

content, and contribute through online conversations. In the context of SMEs, 

Mangold and Faulds (2009) claimed that the use of social media is more meaningful 

for SMEs, where they can form relationships between users of social media 

platforms to interact with each other in two directions, and support communication 

between them, so that a win-win situation is obtained. 

 

4.3 RESEARCH DESIGN 

According to McMillan and Schumacher (1999), research designs were investigative 

plans and structures that are used to obtain empirical evidence in answering research 

questions. Polit, Beck, and Hungler (2001) considered the research design as a 
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channel for researchers to answer research questions or test research hypotheses. 

Whereas Burns and Grove (2003) defined research design as a blueprint for 

conducting research with maximum control over factors that can interfere with the 

validity of the findings. In other words, the research design articulates what data is 

needed, what methods will be used to collect and analyze the data, and how all this 

will answer the research questions. 

 

In general, there are two approaches to design research, namely quantitative and 

qualitative. According to Veal (2005), a quantitative approach is an approach built on 

the philosophy of positivism, which means the study of philosophy that rejects the 

metaphysical and theological elements of social reality. Thus, this approach is based 

on natural science which assumes that social reality is free from researcher 

intervention, regardless of whether the researcher understands social reality (Veal, 

2005). Quantitative paradigms are also called traditional, experimental, or empirical 

paradigms (Creswell, 2014). In quantitative research it is believed that the only 

knowledge is valid science, that is the knowledge that begins and is based on 

experiences captured through the senses and processed by the reasoning. The 

reasoning used is deductive, which starts with a theory that underlies the research 

hypothesis and uses empirical evidence to test the hypothesis (Bryman & Bell, 2011; 

Cavana, Delahaye & Sekaran, 2001). 

 

In contrast, Veal (2005) stated a qualitative approach as an approach based on the 

philosophy of phenomenology or phenomenological/interpretive studies, namely 

humanistic approach models, which place humans as the main subject in social or 

cultural events. The qualitative approach rejects the idea that human behavior can be 
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learned in the same way as non-human phenomena, and emphasizes that the social 

world is constructed socially and subjectively (Veal, 2005). The humanist nature of 

this study of thought is seen from the perspective of the human position as the main 

determinant of individual behavior and social phenomena. The reasoning used is 

inductive, which tends to use subjective methods to develop hypotheses (Bryman & 

Bell, 2011; Cavana et al., 2001). 

 

In its development, the combination of quantitative and qualitative approaches or 

mixed methods provides another perspective to be used in the research paradigm. 

According to Creswell (2009), a mixed-method is useful when either a quantitative 

or qualitative approach itself is inadequate to best understand a research problem, or 

when the strengths of both quantitative and qualitative research can provide the best 

understanding. Mertens (2010) stated that a mixed- method is a research in which the 

investigator collects and analyzes data, integrates the findings, and draws inference 

using both quantitative and qualitative approaches or methods in a single study or 

program of inquiry. 

 

Quantitative, qualitative, and mixed approaches each have advantages and 

disadvantages. All three have different analytical techniques and procedures, which 

will affect the results obtained by researchers, and will affect the level of trust placed 

in the conclusions made by researchers (Creswell, 2014; Saunders et al., 2009). 

Bryman (2007) argued that in determining the choice of research methods, 

researchers tend to be influenced by a number of factors, including commitments to 

particular methods, expectations of those likely to form the audience for the findings 

and methods with which the researcher feels comfortable.  
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According to its purpose, there are three types of research designs, namely 

exploration, descriptive, and explanatory. Exploratory studies are valuable meanings 

to find out what is happening, to seek new insights, to ask questions, and to assess 

phenomena in a new light (Robson, 2002). The purpose of descriptive research is to 

describe the profile of people, events, or situations accurately (Robson, 2002). 

Whereas explanatory research is research that aims to identify the causal relationship 

between factors or variables associated with research problems (De Lange, Taris, 

Kompier, Houtman & Bongers, 2009). 

 

The research design is also associated with the time horizon of scientific research 

that refers to the way data collection will be carried out and analyzed, whether within 

a certain period of time, only a snapshot, or done more than once. It depends on the 

research questions that must be answered or the research objectives to be achieved. 

There are a number of terms in the design of time dimensions such as cross-sectional, 

longitudinal, time-series, cohort, panel studies, retrospectives, and so on (Saunders et 

al., 2009). Cross-sectionally, data are collected for large samples but only once to 

measure all variables simultaneously, whereas longitudinally, data are collected on 

small sample sizes for longer periods of time (Sekaran & Bougie, 2010). 

 

On the basis of the phenomenon of using social media as a new communication 

paradigm (Mangold and Faulds, 2009; Zarella, 2010), and referring to the research 

questions (Section 1.3) as well as research objectives (Section 1.4) presented in 

Chapter One, this study uses a quantitative approach and explanatory study. The 

underlying reason is due to the purpose of this study is to investigate, test and explain 

whether there is a relationship between social media use and the financial and non-
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financial performance of SMEs, and whether there is a mediating effect on the EO 

dimension to the relationship between social media use and financial and non-

financial performance of SMEs. Data were collected cross-sectionally in 

numerical/quantitative form through a questionnaire survey and designed using the 

interval scale method. For this reason, the Likert scale was adopted to design a 

questionnaire survey because it allows researchers to carry out certain arithmetic and 

statistical analysis operations on data collected from respondents. Figure 4.1 below 

provides an illustration related to the quantitative research design in this study. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4.1  

Quantitative research design 

 

 

4.4 UNIT OF ANALYSIS 

The unit of analysis can be interpreted as something related to the focus or 

component being investigated. In social science research, the unit of analysis can be 

individuals, groups, social organizations, or social artifacts (Saunders et al., 2009). 

Because the topic of this study deals with improving organizational or company 

performance, hence the unit of analysis used is SMEs as business organizations. 
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4.5 POPULATION AND SAMPLING 

The following section explains how the sample was selected from the population of 

manufacturing SMEs that exist in the former Surakarta Residency area, from the 

sampling methods and techniques, sample size, to the sample criteria to be selected 

as research respondents. 

 

4.5.1 Population 

The population used in this study refers to the unit of analysis, namely SMEs that run 

manufacturing business located in the province of Central Java, Indonesia, precisely 

in the former Surakarta Residency (a.k.a. Subosukawonosraten). Figure 4.1 presents 

a map of the locations of manufacturing SMEs that are the population (and sample) 

in this study (blocked in white color). 

 

 

 
 

Figure 4.2  

Map of Central Java Province and Surakarta and surrounding regencies 

Retrieved from: http://www.javaindonesia.org/provinces/central-java-indonesia/ 

 

 

For information, Central Java is a province in Indonesia located in the middle of Java 

Island with an area of 32,800.69 km2, its population is 32,382,657 people based on 

http://www.javaindonesia.org/provinces/central-java-indonesia/
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the 2010 Census data, and its administrative capital is Semarang. The province is 

divided into 29 districts and 6 cities. When World War II began in 1942, Central Java 

was divided into 7 residencies namely Banyumas, Kedu, Pekalongan, Semarang, and 

Jepara-Rembang, plus the Surakarta Government and the Yogyakarta Government. 

The Surakarta government (called the Surakarta Residency) consists of one 

municipality (Surakarta city) and six districts (Boyolali, Sukoharjo, Karanganyar, 

Wonogiri, Sragen and Klaten), was established on June 16, 1946. After local general 

elections in 1957, the residency's role reduced until it finally disappeared, and it was 

called the former Surakarta Residency. In an effort to integrate the development of 

the former Surakarta residency, six regencies and one city in the region formed a 

limited zone called Subosukawonosraten (an acronym of the names of district and 

city members). 

 

The reasons for selecting manufacturing SMEs in the Subosukawonosraten area are 

1) More than 70% of the Indonesian population is located on the island of Java, 

which affects the largest number of SMEs, compared to other islands in Indonesia; 2) 

Of the six provinces on the island of Java, the Central Java is the province with the 

largest number of SMEs; 3) Manufacturing and trade are two forms of industry or 

business that are mostly found in Central Java province; 4) The former residency of 

Surakarta can be claimed as a barometer of the success of SMEs in Indonesia 

because, in the 1998 Economic Crisis, there were still 70% of SMEs had survived the 

crisis; 5) The most potential export commodities for SMEs in the former Surakarta 

residency are also the most prospective commodities nationally such as food 

industry, textiles and textile products (including batik), wood and rattan handicrafts, 

and the rubber manufacturers. Table 4.1 below depicts the growth of SMEs 
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(including micro-enterprises) by type of business in the Subosukawonosraten region 

from 2013 to 2014. 

Table 4.1  

Development of SME’s type of business in Subosukawonosraten in year 2013-2014 

No. Type of business     2013    2014    % 

1 Manufacturing   30,103    34,309  13.97 

2 Agriculture   15,819    17,738  12.13 

3 Trading   33,958    35,829  5.51 

4 Service   10,459    11,805  12.87 

5 Co-operative (active)   21,832    22,563  3.35 

  Total 112,171  122,244    
Source: The Ministry of Cooperative and SMEs Republic Indonesia, 2015 

Retrieved from: http://dinkop-umkm.jatengprov.go.id 

 

 

In terms of quantity, up to 2014, the number of manufacturing SMEs in the 

Subosukawonosraten area was not the largest, but slightly lower than trading SMEs, 

i.e. 34,309 units compared to 35,829 units. However, when viewed in terms of 

business growth from 2013 to 2014, manufacturing SMEs have a much higher 

percentage than trading SMEs, i.e. 13.97% versus 5.51%. This indicates that the 

manufacturing business is the most productive type of business compared to others. 

It cannot be denied that the majority of SMEs listed in Table 4.1 are micro-scale 

SMEs, such as household businesses, grocery stalls, food stalls, street vendors, and 

kiosks that are mostly operated by the community in Subosukawonosraten. Based on 

the above reality, manufacturing SMEs in the Subosukawonosraten area were 

selected as the population and sample in this study. 

 

4.5.2 Sampling method and sample size 

In his study, Sekaran (2006) suggested that to obtain a generalized level of the 

sample to the population, the sample size should be at least 30 for correlational 

http://dinkop-umkm.jatengprov.go.id/
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studies, at least 15 for experimental studies from each group, and at least 100 for a 

survey research. However, the larger the sample size or the closer to the population, 

the less probability of error in generalizing the sample to the population or vice 

versa. The maximum amount of error allowed statistically is 5% (or α = 0.05). 

 

Based on data obtained from the 2015 Surakarta Central Statistics Agency report 

(BPS, 2015) in the Subosukawonosraten area, the population of SMEs operating in 

manufacturing can be presented in Table 4.2 as follows. 

 

Table 4.2 

The number of manufacturing SMEs in Subosukawonosraten region in year 2014 

(unit) 
 

No. 

 

City/Regency/Sub-district 

Number of 

manufacturing 

SMEs per sub-

districts 

Number of 

manufac-

turing 

SMEs per 

regencies 

 

Sample 

Proportion  

Number 

of 

samples 

used 

1. City of Surakarta: 

a. Sub-district of Laweyan 

b. Sub-district of Serengan 

c. Sub-district of Pasar 

Kliwon 

d. Sub-district of Jebres 

e. Sub-district of 

Banjarsari 

 

27 

18 

 

23 

40 

 

20 

128 15 

 

33 

 

 

7 

4 

 

6 

11 

 

5 

2. Regency of Boyolali  127 15 33 

3. Regency of Sukoharjo  213 25 55 

4. Regency of Karanganyar  122 15 33 

5. Regency of Wonogiri  56 7 15 

6. Regency of Sragen  59 8 18 

7. Regency of Klaten  131 15 33 

 T o t a l  836 100 220 

 

 

Table 4.2 shows the population of manufacturing SMEs in the Subosukawonosraten 

area, that consists 836 SMEs spreaded throughout one city and six districts. From 

this total, the research sample was then taken following the suggestion of Sekaran 

(2006) by referring to the Slovin method as follows: 
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              N   

    n =  

   N (d)2 + 1 

 

where n = amount of sample needed 

N = population 

d = precision value of 95% or level of significance 5% (α = 0.05).  

 

From a population of 836, a sample of 270 was obtained which was calculated by 

entering the numbers into the Slovin equation as follows: 

 

     836        836          836           836 

n =    =           =     =     = 270.55 

          836x(0.05)2+1        (836x0.0025)+1        2.09+1             3.09   

 

(rounded to 270). 

 

In the process of searching for information regarding the status and whereabouts of 

270 SMEs that will be sampled, after sorting in more detail, both in terms of 

complete addresses, telephone numbers that can be contacted, number of employees 

owned, and type of business being run, only 220 manufacturing SMEs are deemed 

eligible for survey spread over seven locations in the Subosukawonosraten region. 

 

The detailed sample allocation per Regency/City is calculated as follows: 

1. Sample proportion = amount of manufacturing SMEs per Regency/City divided by 

population multiplied by 100%. 

2. The number of samples used per Regency/City = the proportion of samples 

multiplied by the total sample. 
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For example, the sample allocation for Surakarta City of 33 SMEs is obtained from a 

sample proportion of 128/836 x 100% = 15.31% or rounded to 15%. Then, 15% is 

multiplied by a total sample of 220, hence 33 SMEs are obtained. Especially for the 

city of Surakarta, because data on manufacturing SMEs per district is already 

available, hence the sample allocation can be carried out proportionally by the 

district. The allocation for all Regencies is presented in the right-most column of 

Table 4.2, with the same calculation method. 

 

4.5.3 Sampling technique 

From the sample allocation per Regency and City as presented in Table 4.2, then 

sampling is conducted at each location using a non-probabilistic sampling technique, 

namely purposive sampling, where sampling is carried out with special consideration 

from the researcher about the appropriate unit of analysis to be sampled (Sekaran, 

2006). The reason underlying the use of a purposive sampling technique is because 

to choose a sample it is necessary to first consider the criteria of SME scale 

companies in Indonesia, i.e. companies that have less than 100 employees and annual 

sales volume of not more than 50 billion rupiahs (BPS, 2014). As mentioned in Law 

no. 20 of 2008, the criteria for Indonesian SMEs are: SMEs with less than 5 

employees are called micro-companies, between 5-19 employees is known as small-

sized businesses, and between 20-99 employees is called medium-sized companies, 

while companies with 100 employees or more are categorized as large companies. 

Samples that meet the first criteria are then checked whether they meet the next 

criteria, namely the SME's type of business (manufacturing, trading, agricultural, or 

services), the completeness of the SME's address, and the ease of location for SMEs 

to be surveyed by the researcher based on the geographical conditions, transportation 
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facilities and communication availability. The last criterion relates to the ownership 

of Internet access and the use of social media by SMEs to support their marketing 

programs. 

 

4.6 DATA COLLECTION METHODS 

Data has the highest position in a study because data is a description of the variables 

studied and serves as a means of proving a hypothesis. Data accuracy determines the 

quality of research results, but data accuracy is determined by the quality of data 

collection instruments (Saunders et al., 2009). The following section describes the 

data collection methods in this study. 

 

4.6.1 Questionnaire Design 

The questionnaire is a data collection technique in which each person (also called the 

respondent) is asked to answer the same set of questions in a predetermined order 

(De Vaus, 2002). According to Dillan (2007), there are three types of variables or 

data that can be collected using a questionnaire method, namely opinions, behaviors, 

and attributes. Opinion variables record how respondents feel about something or 

what they think or believe is right or wrong. Behavioral variables can be data about 

what people (or organizations) did in the past, are doing now, and will do in the 

future. Whereas the attribute variables contain data about the characteristics of the 

respondent. 

 

In this study, the research instrument was designed in the form of interviewer-

administered questionnaires, which is a data collection method in which responses 

are recorded by an interviewer or surveyor based on the answers provided by each 
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respondent (Saunders et al., 2009). The questionnaire is arranged in the form of a 

combination of open questions, a list of questions, category questions, assessment 

questions, and matrix questions. Since all SME's locations are in Indonesia, and all 

constructs and variables involved in this study are modified from foreign citation 

sources where the original questionnaire was written in English, hence the design of 

the questionnaire must be translated into the Indonesian language first then translated 

back into English. This is in accordance with Brislin's (1997) suggestion that if there 

are language differences before distributing the questionnaire, to obtain equality of 

language translation in the questionnaire and to ensure that no change in meaning 

occurs, there must be a translation procedure that is consistent with the specified 

framework. The process of translating and back-translating in this study was carried 

out by the researcher assisted by a translator from the Service and Language 

Development Unit, Faculty of Literature, Sebelas Maret University, Surakarta, 

Indonesia. 

 

The questionnaire instrument in this study consisted of 5 parts with a total of 57 

question items. A cover letter was attached to each questionnaire to explain the 

purpose and objectives of this study to the respondents. These include those related 

to the no-coercion nature of the questionnaire to be answered by respondents, the 

confidentiality of data that is maintained, and instructions on how to complete and 

return the questionnaire. As an interviewer-administered questionnaire, this study 

applies direct interviews in which the respondent's answers are guided by the 

surveyor who interviewed them. 
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To accommodate the constructs and variables, the questionnaire was compiled into 

five parts, namely: 1) Part One: Social Media Use consisting of eight question items; 

2) Part Two: Social Media Use for Business, consisting of three subsections: four 

items of Social Media Use for Marketing, six items of Social Media Use for 

Customer Relationships and Service, and three items of Social Media Use for 

Information Accessibility; 3) Part Three: Entrepreneurship Orientation consisting of 

four items of Innovativeness, three items of Risk-taking, and four items of Pro-

activeness; 4) Part Four: Company Performance consists of three items of Impact on 

Cost Reduction, four items of Impact on Sales Increase, three items of Impact on 

Customer Relationships and Service, and three items of Impact on Information 

Accessibility; 5) Part Five: Demographics, contains two sub-sections, namely: 

Company Profiles consisting of thirteen items and Personnel profile consisting of 

nine items of questions. 

 

4.6.2 Respondents Criteria 

Referring to the unit of analysis (Section 4.4), the respondent in this study were SME 

owners, Directors or CEOs (if any), or managers (either marketing or operations) 

who were considered capable of answering research questions because they had 

complete information regarding organizational characteristics and strategies business 

used, decision making, and performance that reflect the application of the EO 

dimension in SMEs. The respondent can also be someone who is responsible for or 

understands the use of social media to support SME businesses. 
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4.7 MEASUREMENT OF CONSTRUCTS AND VARIABLES 

Measurement of constructs and variables is intended to help researchers test and 

ensure that the questionnaire instrument used is accurate and consistent (Sekaran & 

Bougie, 2009; Bryman & Bell, 2011). Two commonly used questionnaire 

instruments are validity and reliability tests. Validity refers to the extent to which the 

steps used in the questionnaire are 'honestly measured as intended', not something 

else (Sekaran & Bougie, 2009; Hair et al, 2010). Meanwhile, reliability refers to the 

extent to which the questionnaire items are used to measure the concept of "free of 

error" and produce true values (Sekaran & Bougie, 2009; Hair et al, 2010). The 

Cronbach Alpha coefficient is a test tool for the validity of the questionnaire 

instrument, while CFA (Confirmatory Factor Analysis) and Composite Reliability 

are used to measure the reliability instruments of constructs or variables. A score of 

0.7 or more from the two test instruments is considered to meet the validity, internal 

consistency, and reliability requirements of a research instrument (Hair et al., 2010). 

 

In this study, construct and variable measurements are focused on questionnaire 

items that will be used for quantitative data analysis. Thus, all questionnaire items 

related to the four constructs and variables involved in this study namely social 

media use, entrepreneurial orientation, financial performance, and non-financial 

performance were measured using certain measurement criteria. The form of answers 

to the questionnaire items proposed in this study is arranged in the form of closed 

answers using a continuous rating scale, also known as a 100-point Likert scale. This 

scale is a horizontal line having unit values of '0' to '100' that the respondent can 

choose from. The number '0' means 'strongly disagree', while '100' means 'strongly 

agree'. Respondents can mark the location (with a dot or cross) along the horizontal 
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line as the answer that is considered to best represent their opinion on each question 

item posed. Thus, respondents can choose freely in the range from 0 to 100, without 

being determined by the researcher. The response locations selected by the 

respondents were treated as interval data (Maholtra et al., 2006). 

 

The reason for using a continuous rating scale of 0-100 (not a 1-5 or 1-7 Likert scale) 

in this study was mainly to obtain a higher level of accuracy and response rate from 

respondents. Treiblmaier and Filzmoser (2009) stated that the use of continuous 

rating scales (or graphs) not only allows generating interval scale data but also avoids 

cognitive matching of semantic statements embodied with numbers. Further 

explained that, in medical/clinical, psychological, or pharmaceutical research, the 

accumulation of extreme scores, such as the 0-100 scale can provide better accuracy 

and response rates. Neibecker (1984) has also shown that the continuous scale is a 

valid and reliable alternative to rating scales, and is being used well in the field of 

marketing research. However, although the continuous rating scale allows the use of 

a much more accurate measurement method than the Likert scale, the problem lies in 

how to choose the right anchor point. In addition, the risk of obtaining fluctuating 

data is possible, because there will be more free space due to a wider range of answer 

choices compared to the Likert scale which only ranges from 1-5 or 1-7 (Treiblmaier 

& Filzmoser, 2009). 

 

4.7.1 Social Media Use 

The constructs of Social Media Use in this study is treated as an exogenous or 

independent variable, consisting of three latent variables, namely: social media for 

marketing, social media for customer relations, and social media for information 
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accessibility. There are four questionnaire items related to Social Media Use for 

Marketing, six items related to Social Media Use for Customer Relations and 

Services, and three items related to Social Media Use for Information Accessibility. 

All questionnaire items in this construct refer to research conducted by previous 

researchers, such as Elliot and Boshoff (2005); Moen et al. (2008); Papastathopoulou 

and Avlonitis (2009); Parveen et al. (2016). However, this study adopts questionnaire 

items compiled by Parveen et al. (2016) because their research discussed the use of 

social media by organizations. 

 

Parveen et al. (2016) used a 5-point Likert scale (1 = strongly disagree to 5 = 

strongly agree) to measure the construct/variable use of social media. The 

measurement results showed that the Cronbach Alpha for questionnaire items related 

to the Social Media Usage construct gave a score of 0.897, which means that the 

question items used were a valid and internally consistent measuring tool. Whereas 

the Composite Reliability score for each variable, namely Social Media for 

Marketing, Customer Relations and Services, and Information Accessibility of 

0.9225, 0.7629, and 0.8061, which indicated that the questionnaire items were 

reliable. On the basis of these scores, this study adopted and adapted the 

questionnaire instrument from Parveen et al. (2016). Table 4.3 below describes the 

questionnaire items for constructs and variables of the use of social media by SMEs 

which are adopted from a number of previous studies. 
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Table 4.3  

Measurement of the constructs and variables of Social Media Usage  

No. Items Source 

1. 

Social Media for Marketing: 

a. Advertise and promote product and services 

b. Create brand visibility 

c. Conduct marketing research 

d. Get referrals (e.g. word of mouth via Likes, 

Shares, Followers, etc.) 

Elliot and Boshoff (2005); 

Moen et al. (2008); 

Papastathopoulou and 

Avlonitis (2009); Parveen 

et al. (2016) 

2. 

Social Media for Customer Relations and 

Services: 

a. Develop customer relations 

b. Communicate with customers 

c. Conduct customer service activities 

d. Receive customer feedback on existing 

products/services 

e. Receive customer feedback on new/future 

products/services 

f. Reach new customers 

3. 

Social Media for Information Accessibility: 

a. Search for general information 

b. Search for competitor information 

c. Search for customer information 

 

 

4.7.2 Entrepreneurial Orientation 

The Entrepreneurial Orientation construct in this study is placed as an endogenous or 

dependent variable, consisting of three latent variables, namely: Innovativeness, 

Risk-taking, and Pro-activeness. There are four question items related to 

Innovativeness, three items related to Risk-taking, and four items related to Pro-

activeness. The question items arranged in this construct refer to the study of Covin 

and Slevin (1989); Miller (1983), Lin, Peng and Kao (2008); Lumpkin and Dess 

(2001); Lumpkin et al. (2009); and Kusumawardhani (2013), but the question items 

are mostly adapted and modified from Kusumawardhani (2013). The reason is that 

the research conducted by Kusumawardhani (2013) discussed the effect of EO on the 

financial performance of a number of furniture SMEs in Indonesia. 
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In measuring the construct/variable of EO, Kusumawardhani (2013) used a 100-point 

Likert scale (0 = strongly disagree to 100 = strongly agree). The results of measuring 

the questionnaire items related to EO gave a Cronbach Alpha score of 0.823 for the 

Innovativeness dimension, 0.753 for the Risk-taking, and 0.846 for the Pro-

activeness. This indicates that the questionnaire items qualified as a valid and 

consistent measure. Meanwhile, the Composite Reliability score for each variable, 

namely Innovativeness, Risk-taking, and Pro-activeness, was 0.825, 0.753, and 

0.846, which indicates that the questionnaire items used are reliable. For that reason, 

this study adopts and modifies the questionnaire instrument from Kusumawardhani 

(2013). Table 4.4 below presents the questionnaire items for the construct and 

variables of Entrepreneurial Orientation in this study. 

Table 4.4  

Measurement the constructs and variables of Entrepreneurial Orientation 

No. Items Source 

1. 

Innovativeness: 

a. Creative in its methods of operation 

b. Design its own unique new methods of 

production  

c. Market new lines of products or services 

d. Prefer their own original approaches to solve 

problems 

Covin and Slevin (1989); 

Kusumawardhani (2013); 

Lin et al. (2008); 

Lumpkin and Dess 

(2001); Lumpkin et al. 

(2009); Miller (1983) 

2. 

Risk-taking: 

a. Act ‘wait and see’ posture to minimize the 

probability of making costly decisions 

b. Have a strong proclivity for high-risk projects 

c. Employees are encouraged to take calculated 

risks with new ideas 

3. 

Pro-activeness: 

a. Take initiative to start acting, then wait for the 

respond from competitors 

b. The first business to introduce new 

products/services 

c. Strong tendency to ‘follow the leader’ in 

introducing new products or ideas 

d. Avoid confrontation with the competitors, and 

let them to take actions 
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4.7.3 Financial Performance 

Similar to EO, the Financial Performance construct in this study is treated as an 

endogenous or dependent variable, consisting of two latent variables, namely the 

impact of social media use on Cost Reduction and Sales Increase. There are three 

questionnaire items relating to Cost Reduction and four items relating to Sales 

Increase. A number of previous studies have used indicators to measure the financial 

performance in the organization, for instance, profitability, ROI, ROA, cash flow, 

inventory turnover (Chen & Shimerda, 1981; Matsumoto et al., 1995; Moen et al., 

2008; Wood, 2006); business growth, efficiency (Cho & Pucik, 2005; Murphy et al., 

1996); sales and market share (Feng et al., 2008; Moorman & Rust, 1999). 

Nonetheless, as explained in Chapter Two, Section 2.7.1, the measurement of the 

financial performance construct in this study refers to Mohd Harif et al. (2013) and 

Parveen et al. (2016). 

 

Three items of questions related to Cost Reduction were adopted from the study of 

Parveen et al. (2016) which specifically places organizational performance as the 

dependent variable which is influenced by the use of social media. Parveen et al. 

(2016) used a 5-point Likert scale (1 = strongly disagree to 5 = strongly agree) and 

reported that Cronbach Alpha for items related to the Cost Reduction 

construct/variable gave a score of 0.832. This score means that the question items 

used were valid and internally consistent. Meanwhile, the Composite Reliability 

score was 0.7511 which means that the question items used were reliable. The four 

items related to the Sales Increase were adapted from a number of previous studies 

that included Sales as the dependent variable, for example, Murphy et al. (1996), 

Moen et al. (2008), or Kusumawardhani (2013). Kusumawardhani's study (2013) 
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used a 100-point Likert scale (0 = strongly disagree to 100 = strongly agree) and 

reported a Cronbach Alpha score of 0.870, while the Composite Reliability score was 

0.874. These results indicate that the question items used are valid, consistent, and 

reliable. On the basis of these results, this study adopts a questionnaire instrument 

from Parveen et al. (2016) and Kusumawardhani (2013). The following Table 4.5 

provides an overview of the seven question items for the construct and variable of 

SME Financial Performance used in this study which is adapted from a number of 

previous studies. 

 

Table 4.5  

Measurement of the constructs and variables of Company Financial Performance 

No. Items Source 

1. 

Impact on Cost Reduction: 

a. Reduce the cost of communication with 

customers 

b. Reduce the cost of advertising and promotion 

c. Reduce the cost of customer service and 

support 

Kusumawardhani (2013); 

Moen et al. (2008); Mohd 

Harif et al. (2013); 

Murphy et al. (1996); 

Parveen et al. (2016) 

2. 

Impact on Sales Increase: 

a. Increase sales transaction with customers 

b. Increase the sales volume 

c. Increase the sales enquiries from customers 

d. Increase the number of customers 

 

 

4.7.4 Non-financial Performance 

The Non-financial Performance construct in this study is also treated as an 

endogenous or dependent variable, consisting of two latent variables, namely the 

impact of the use of social media on Customer Relations and Services, and 

Information Accessibility. There are three question items related to Customer 

Relations and Services, and three question items related to Information Accessibility. 

A number of previous studies used indicators of customer satisfaction, 

product/service quality (Cho & Pucik, 2005; DeLone & McLean, 2003; Fornell et al., 
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1996; Griffin & Page, 1993; Kwok & Yu, 2013); productivity, efficiency and 

competitiveness (Amit & Zott, 2001; Feng et al., 2008; Mukhopadhyay et al., 1995) 

as a non-financial performance measure, but as presented in Chapter Two, Section 

2.7.1, the measurement of the Non-financial Performance construct in this study 

refers to Mohd Harif et al. (2013) and Parveen et al. (2016). 

 

Six questionnaire items related to Customer Relations and Services and Information 

Accessibility are adapted from the study of Parveen et al. (2016) which places 

organizational performance as the dependent variable which is influenced by the use 

of social media. Parveen et al. (2016) used a 5-point Likert scale (1 = strongly 

disagree to 5 = strongly agree) and reported that Cronbach Alpha for items related to 

constructs/variables Customer Relations and Services gave a score of 0.748, while 

items related to constructs/variables Information Accessibility resulted in a score of 

0.871. This shows that the questionnaire items used have validity and consistency as 

a measuring tool. Meanwhile, the Composite Reliability score for each variable, 

namely Customer Relations and Services, and Information Accessibility, was 0.8561 

and 0.9252, which indicates that the question items used are reliable. For this reason, 

this study adopts a questionnaire instrument from Parveen et al. (2016). The 

following Table 4.6 describes the six questionnaire items for the construct and 

variable of SME Non-Financial Performance used in this study which is adopted 

from several previous studies. 
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Table 4.6  

Measurement of the constructs and variables of Company Non-Financial 

Performance 

No. Items Source 

1. 

Impact on Customer Relations and Services: 

a. Enhance customer service 

b. Increase customer loyalty and retention 

c. Improve customer relationship 
DeLone dan McLean 

(2003); Kwok dan Yu 

(2013); Mohd Harif et al. 

(2013); Parveen et al. 

(2016) 2. 

Impact on Information Accessibility: 

a. Enable easier access to competitor information 

b. Enable easier access to market information 

c. Enable faster delivery of information to 

customers 

 

 

4.8 PRE-TEST AND PILOT STUDY 

To obtain reliable and valid data, the instrument in the questionnaire used to collect 

data must be pre-tested and pilot-studied first, so that the data obtained can be more 

accurate and consistent. The pre-test was carried out to test the validity of the 

content, so that the question items were not confusing, unambiguous, and could be 

understood by prospective participants or respondents who are surveyed (Saunders et 

al., 2009). Whereas the trial (pilot-study) aims to assess the initial reliability of the 

scale used and to improve the questionnaire so that respondents will have no 

problems answering questions and recording data (Creswell, 2014). 

 

4.8.1 Content validity (pre-test) 

In conducting the pre-test, the researcher held a meeting and submitted a 

questionnaire each to three business practitioners who were considered representative 

to answer the questions on the questionnaire. They were two SME owners and an 

SME marketing manager who produces batik in Surakarta city and makes furniture 

in Sukoharjo district, respectively. In addition, the researcher also held meetings and 

discussed the question items on the questionnaire with two academics who have 
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expertise in survey research. They are a researcher who is also a lecturer with a 

doctorate degree, and a chairperson of the Center for Research and Community 

Service, Faculty of Economics and Business, Sebelas Maret University, Surakarta. 

The desired objective of these meetings is to obtain input and corrections from the 

questionnaire prior to distributing to the respondents. The results and input from 

these meetings were then used to revise the question items that were deemed 

inappropriate or difficult for respondents to answer. For example, amending open-

ended questions to questions with several alternative choices/answers, or correcting 

questions that provide ambiguous possibilities for respondents to focus on one 

answer only. 

 

In addition, the researcher is advised to be careful and need special attention to the 

question items with reverse phrases because they are potentially confusing the 

respondents to answer and risky of bias. According to Juran (1988), the quality of 

survey-based research is determined by the quality of data obtained from respondents 

when answering the questionnaire, from both the accuracy and completeness of the 

data. Incorrect data entries can come from researchers or respondents, intentionally 

or unintentionally. For example, the use of reverse phrases is actually intended to 

control questions so that respondents' answers remain consistent, and also to 

minimize the problems of inattention and acquiescence from respondents (Hair et al., 

2010). Sekaran (2004) also stated that combining positive and negative words in 

question items will motivate respondents to be more vigilant in filling out 

questionnaires. However, there is a high probability for respondents to misinterpret 

phrases that include negation, especially when the scale is translated for use in 

multiple languages (Wong, Rinsdfleisch & Burroughs, 2003). There are three 
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question items with reverse phrases involved in this study related to the 

Entrepreneurial Orientation construct. Table 4.7 presents the reverse phrase items, 

the expected answer from the respondent (should be a negation), the possible 

reasons, and the source of the citation. 

 

Table 4.7 

Reverse phrase of question items 

Question 

related to 
Item of question 

Expected answer from 

respondent (and 

possible reason) 

Citation 

Innovativeness 

In the last three years, this 

company has marketed new 

lines of products or 

services. 

NO. No warranty that 

innovative company 

always capable to market 

new products within 3 

years. 

Lumpkin et 

al. (2009) 

Pro-activeness 

 

The managers of this 

company have a strong 

tendency to ‘follow the 

leader’ in introducing new 

products or ideas. 

 

NO. Follow the leader 

means not pro-active 

action. 

 

Lumpkin et 

al. (2009), 

Lumpkin and 

Dess (2001) 

Pro-activeness 

 

This company avoids 

confrontation with the 

competitors, and lets them 

to take actions. 

 

NO. Let them to take 

actions is contradictive 

with pro-active action. 

 

Covin and 

Slevin (1989), 

Lumpkin et 

al. (2009) 

 

 

4.8.2 Reliability of statistical measurements (pilot study) 

Referring to the pre-test results to ensure the content validity of the questionnaire 

instrument and following the recommendations of the parties involved in the pre-test, 

the next step is to ensure that the questionnaire instrument is reliable to use, 

especially with regard to the use of measurement scales. For this reason, the 

researcher conducted a pilot study which is an experimental study to improve certain 

research instruments before distributing questionnaires to respondents (Zikmund, 

2003). 
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As a follow-up to carrying out the pilot study, the researcher then recruited several 

surveyors as a field survey task force, by giving announcements to students of the 

Faculty of Economics and Business, Sebelas Maret University, Surakarta who had 

survey experience, who had completed their studies, or who was in the final semester 

of study. From the surveyor recruitment announcement, there were eight people met 

all the specified qualifications, i.e. a female fresh graduate, four female students, and 

three male students who were in the final semester and were finishing their 

final/thesis project. Subsequently, a meeting and division of tasks were conducted in 

the form of SME quota to be interviewed, then coordinated and approved prior to 

leaving for the survey. Each surveyor must complete interviews with 25 respondents, 

so that a total of 8 x 25 = 200 respondents, plus 20 respondents who will be 

interviewed by the researcher himself. One day before leaving for the survey, a 

briefing was conducted to surveyors to ensure there were no obstacles during the 

interview process, including how to use show-cards and recording machine to 

facilitate surveyors in interviewing respondents. Next, a list of respondents to be 

visited were developed and appointments were arranged through text messages 

(SMS) or phone-calls. 

 

On the appointed day, the researcher and eight surveyors then conducted a field 

survey by visiting respondents, administering questionnaires, and direct interviews 

with respondents. Prior to surveying all respondents, the first 30 questionnaires 

obtained from the field were collected and compiled to test their reliability and 

validity using statistical software called SPSS (Statistical Packages for Social 

Sciences). This refers to Sekaran (2006) which stated that to test the reliability and 

validity of the instruments, the data used is at least 25-30 or close to a normal 
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distribution. Thirty questionnaires to be tested for reliability and validity were 

selected proportionally representing each sample area and the business types carried 

out by manufacturing SMEs in the Subosukawonosraten area.  

 

The results obtained indicated that there was one question item invalid because it 

gave the item validity score or factor below 0.5, i.e. 0.461, while other question items 

provided the item validity score of above 0.5. The invalid item is number 20 related 

to the Innovativeness question, which reads "In the last three years, this company has 

marketed new lines of products or services". However, because the question item 

was adopted from Miller (1983), hence the invalid items were retained and not 

excluded from the model. The impact of not removing invalid items from the model 

had no effect on the reliability and validity of the Innovativeness variable because the 

reliability and validity of the EO construct were still significant, i.e. 0.7361. This is 

shown in the results obtained from Confirmatory Factor Analysis (CFA) that in 

testing the reliability of question items using the Cronbach Alpha coefficient, all 

items provided values in the range of 0.6-0.799 or more, which means that reliability 

is acceptable (Sekaran, 2006). Meanwhile, testing the validity of factors and 

variables using the Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO-

MSA), all items had scores above 0.5, whereas Bartlett's Test of Sphericity was also 

significant at α = 5%. Likewise, in the correlation matrix between items (anti-image), 

except for item number 20 (IN3), all items were above 0.5, which means that the 

question items are valid for use (Sekaran, 2006). Table 4.8 below presents the test of 

reliability and validity of the question items for the pilot study (The complete results 

of these two tests are presented in Appendix 1). 
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Table 4.8  

Reliability and validity test for Pilot study 

Construct/Variable 
Name 

of Item 

No. 

Items 

Cronbach 

alpha 

KMO-

MSA 

Bartlett Test 

of Sphericity 

Anti-image 

Correlation 

SOCIAL MEDIA USAGE  

1. Social Media for Marketing 

 4 0.7708 0.589 18.619  

MK1     0.560 

MK2     0.569 

MK3     0.741 

MK4     0.620 

2. Social Media for Customer 

Relations 

 6 0.7888 0.684 145.889  

CS1     0.710 

CS2     0.689 

CS3     0.850 

CS4     0.581 

CS5     0.591 

CS6     0.676 

3. Social Media for Information 

Accessibility 

 3 0.7656 0.555 18.327  

IF1     0.512 

IF2     0.570 

IF3     0.518 

ENTREPRENEURIAL 

ORIENTATION 
 

1. Innovativeness 

 4 0.7361 0.517 15.489  

IN1     0.517 

IN2     0.544 

IN3     0.461 

IN4     0.529 

2. Risk-taking 

 3 0.7072 0.576 5.740  

RI1     0.505 

RI2     0.583 

RI3     0.584 

3. Pro-activeness 

 4 0.7170 0.579 6.568  

PR1     0.646 

PR2     0.689 

PR3     0.570 

PR4     0.556 

FINANCIAL PERFORMANCE       

1. Cost Reduction 

 3 0.8724 0.645 75.759  

CO1     0.689 

CO2     0.587 

CO3     0.684 

2. Sales Increase 

 4 0.8417 0.793 100.592  

SA1     0.805 

SA2     0.789 

SA3     0.786 

SA4     0.794 

NON-FINANCIAL 

PERFORMANCE 
      

1. Better Customer Relations 

 3 0.8747 0.719 77.845  

BR1     0.789 

BR2     0.745 

BR3     0.649 

2. Better Information 

Accessibility 

 3 08487 0.611 36.667  

BA1     0.569 

BA2     0.695 

BA3     0.612 
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With these results, hence visiting respondents, administering questionnaires and 

direct interviews with all selected respondents can be continued. Within 51 days, 

from the first week of August 2018 to mid-November 2018, eight surveyors and the 

researcher finished interviewing 220 respondents in the Subosukawonosraten area. 

All questionnaires returned to the researcher were completely filled with company 

seal and respondent's signature. Some SMEs also attached their owner's name cards 

and brochures containing company products. As evidence of direct interviews with 

respondents, eight surveyors submitted photos and videos containing the interview 

process with respondents to the researcher to be documented. 

 

4.9 DATA SCREENING 

The data that has been collected is then tabulated according to the coding and 

template of the data fields using Microsoft Excel software. Eight surveyors helped 

tabulate the data to completion. Prior to data analysis, it is important to filter the data 

to ensure that the data collected meet statistical requirements, free from errors, bias, 

and other disturbance factors. The following section describes the data screening. 

 

4.9.1 Test of Response Rate 

The results of data collection obtained from the field indicate that out of 220 

manufacturing SMEs in the former Surakarta residency (a.k.a. Subosukawonosraten), 

12 SMEs were excluded from the analysis for two reasons. First, the respondent does 

not meet the requirements to be an informant, namely, he/she was an administrative 

staff, secretary, wife, brother, or sister of the owner. Second, apart from the 

incomplete data and information they provide, these respondents are also not directly 

involved in the SME business operations, therefore the answers obtained cannot be 
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justified. There were 10 SMEs that were included in these criteria, while two other 

SMEs were excluded for not using social media in their business operations. These 

reasons refer to the criteria for respondents as mentioned in Section 4.6.2. Thus, a 

total of 208 manufacturing SMEs was deemed eligible and could be involved in data 

analysis. 

 

Having the certainty of the number of valid respondents for analysis, then the 

response rate of the survey can be calculated referring to the number of people who 

answered the survey divided by the number of respondents in the sample, multiplied 

by 100 percent. The response rate can be calculated as follows: 

          208 

Response rate = --------------- x 100% = 94.54% 

          220 

 

 

It can be said that survey research through interviewer-administered questionnaire 

and direct interviews with respondents in the field provided a very high response 

rate, namely 94.54%. 

 

4.9.2 Test of Non-Response Bias 

The purpose of the non-response bias test is to determine whether there are 

differences in characteristics between respondents who returned the questionnaire's 

answers according to the specified time and respondents who returned 

questionnaire's answers beyond the specified time (Holbrook, Krosnick & Pfent, 

2005). The existence of different respondent characteristics will affect the results of 

data analysis, especially when the respondent's response rate is very low (for 

example, postal surveys). Because this study uses a survey method in which 220 
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respondents were asked to answer the questionnaires and directly interviewed by 

surveyors, hence the time to return the questionnaire answers from respondents can 

be directly controlled by the surveyors so that non-response bias did not occur or can 

be minimized. 

 

4.9.3 Test of Interview Bias 

Although non-response bias can be minimized, the use of the survey method in this 

study may still have an interview bias. For example, when the information provided 

by the respondent to the surveyor during the interview was inaccurate, did not match 

the question or was wrong. According to Sekaran and Bougie (2009), there are three 

sources of interview bias that probably occurred from either the interviewer, the 

interviewee, and/or the situation or condition during the interview process. Although 

prior to leaving for the field eight surveyors had been given a briefing or interview 

training beforehand, there could be a difference in the atmosphere when in the field. 

For instance, the interviewer lacks confidence when interviewing respondents, or 

respondents feel less ready to answer or uncomfortable in answering questionnaires, 

or the presence of third parties such as guests or other family members who can 

interfere with the interview process between the surveyor and the respondent. 

 

4.9.4 Test of Common Method Variance 

In relation to the questionnaire instrument measurement, there are other important 

things to note, namely the probability of Common Method Variance (CMV), 

particularly occur when using a single measurement method (e.g. using only Likert 

scales). According to Viswanathan (2005), there are two kinds of errors in 

questionnaire instrument measurement, namely random variance and systematic 
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error. Random variance is an inconsistent or non-repetitive error with the same 

magnitude or direction except coincidence factors. Whereas systematic error is an 

error that has a consistent effect, which can be additive and correlational. Additive 

systematic error can be caused by a number of factors, such as leading questions, 

interviewer bias, unbalanced response categories, consistently lenient or stringent 

judgments caused by wording or other factors, or the tendency of respondents to 

answer agree or disagree. These factors can lead to a one direction response 

consistently across the survey research. Meanwhile, correlational systematic error 

consistently reduces (deflate) or increases (inflate) the relationship between two or 

more score distributions. Furthermore, Podsakoff, MacKenzie, and Podsakoff (2012) 

argued that the problem that causes systematic error comes from CMV due to the use 

of 'methods' which biased include medium, time, location, research setting, 

instrument format, and measurement procedure. 

 

In this regard, as suggested by the parties involved in the pre-test, that is to pay 

attention to the reverse phrases (Section 4.8.1), hence this is an effort to minimize the 

possibility of CMV occurrence. Doty and Glick (1998) proposed an alternative 

solution for this matter, namely using Multi-Trait-Multi-Method (MTMM) analysis 

in order to control the potential for CMV. This study uses the Partial Least Square - 

Structured Equation Modeling (PLS-SEM) method in which the Multi-Trait-Mono-

Trait (MTMT) criterion/analysis is available inside. 

 

4.9.5 Test of Data Normality 

The data normality test is carried out in order to provide certainty that before 

hypothesis testing is performed, the data used has a normal distribution (Sekaran, 
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2006). If the data is normally distributed, the analysis used for hypothesis testing is 

included in parametric statistics, whereas if the data distribution is not normal, then 

non-parametric statistics can be used. To test the data normality, it can be used 

univariate and multivariate statistics by looking at the skewness and kurtosis scores. 

Statistically, the data are said to be normally distributed when the critical scores for 

skewness and kurtosis are in the range > ± 1.96 for the 5% significance level, and > ± 

2.58 for the 1% significance level, either univariate or multivariate. 

 

The test results using WebPower, a statistical tool that can be used by users via 

internet access (online) as presented in Table 4.9, indicates that from all 

constructs/variables involved in this study, no data qualifies to be regarded as 

normal. This can be seen from the multivariate Z scores on skewness and kurtosis 

(Mardia, 1970) which were all above 2.58 (or p-values greater than 0.01). It means 

that the data entered for each construct/variable has skewness and kurtosis which did 

not form a normal curve. Thus, it can be said that the data used in this study were not 

normally distributed. In this condition, the appropriate quantitative data analysis for 

this study is non-parametric statistics, such as PLS-SEM. 

 

As a note, in the analysis method using regression, there are assumptions that 

researchers must fulfill to make sure that the regression equation formed meets the 

BLUE (Best Linear Unbiased Estimator) rule. One assumption that researchers often 

stumble upon is the assumption of normality. In business and management research, 

especially in the field of marketing and human resources which conducts measuring 

perceptions will find difficulties to obtain normally distributed data. Therefore, if the 

analysis is carried out using the regression method, the researcher will find it difficult 
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to find a regression equation that meets the BLUE rules. On the other hand, the PLS 

analysis method uses a bootstrapping approach or random multiplication which does 

not require an assumption of data normality. The PLS method also does not require a 

minimum number of samples to be tested or analyzed. For this reason, this study 

does not use the regression method for data analysis, but the PLS-SEM method. 

Table 4.9 below reports the results of the data normality test. 

 

Table 4.9 

Skewness and kurtosis of the main data* 

 

Construct name: Social Media Use for Marketing 

Sample size:  208  

Number of variables:  4  

 

Univariate skewness and kurtosis 

            Skewness        SE_skew           Kurtosis          SE_kurt 

Mk1  -1.2523535  0.1686337    1.2397545  0.3357114 

Mk2  -0.9950507  0.1686337    0.3818754  0.3357114 

Mk3  -0.5208689  0.1686337  -0.3483936  0.3357114 

Mk4  -0.4614710  0.1686337  -0.5012552  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                            b                           z             p-value 

Skewness    8.82959  306.09247        0 

Kurtosis   46.78583      23.71624         0 
 

Remarks: * The detailed analysis of test of data normality is presented in Appendix 2. 

 

 

4.9.6 Test of Outlier Data 

The occurrence of errors in answering questions by respondents can also occur due to 

the respondent's lack of knowledge or reluctance to provide specific answers, or 

respondents only fill out surveys erratically (Wentland & Smith, 1983). The result of 

this is the emergence of outlier data, namely records that are inconsistent with the 

rest of the observations in the data set (Treiblmaier & Filzmoser, 2009). 
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To fix the not normally distributed data, one way to do is to find out if there are any 

outliers, namely by looking at the Zscore on each data item in the construct/variable 

being observed. If Zscore > ± 2.58, then the data is considered as an outlier and 

should be removed from data collection. The data obtained from the field and the 

resulting Zscore are shown in Table 4.10. For the same reasons as the results 

obtained in the data normality test, this study did not further process the outlier data 

because PLS and SEM analysis were able to bridge data problems that were not 

normally distributed and the presence of outlier data. It is also in line with some 

researchers (e.g. Schutz, 1999) who considered these outliers to be "noise" or "non-

sense" data, so they were ignored or omitted because they have low practical value in 

relation to decision making, also invalid and unreliable both internally and 

externally. 

 

Table 4.10 

Zscore of main data  

 
ZMk1      ZMk2       ZMk3      ZMk4      ZTOTMk    ZCs1        ZCs2   ....      ZCs4         ZCs5    … 

 

1.01535     1.04524    1.39246    1.31669    1.50073     1.13722     0.95790   ...    1.16623    1.19473 

0.09311     0.19349   -0.15949    0.51237    0.19793   -0.16604    -0.35076   ...   -0.23730   -0.07747 

0.09311     0.19349   -0.93546    0.91453    0.06765     0.48559     0.30357   ...    0.69839     0.34659 

-0.36801     0.19349   -0.93546    0.91453   -0.06263     0.48559    0.30357   ...    0.69839     0.77066 

0.55423     0.61936     0.61649    0.91453    0.84933    -0.16604   -1.00509  ...   -0.70514   -0.50154 

0.09311     0.19349    -0.15949    0.51237    0.19793     0.48559    0.30357   ...    0.69839     0.77066 

0.09311    -0.23239   -0.15949    0.51237    0.06765    -0.16604    0.30357   ...    0.69839     0.77066 

1.01535     1.04524     1.39246    1.31669    1.50073     1.13722    0.95790   ...    1.16623     1.19473 

0.09311     0.19349     0.22850   -0.69412   -0.06263   -0.16604    0.30357   ...    1.16623     0.77066 

1.01535     1.04524    -0.54747    0.91453    0.71905    1.13722      0.95790   ...    1.16623     1.19473 

-0.36801    -0.23239    -0.15949    0.51237   -0.06263    1.13722    0.95790   ...    0.69839     0.77066 

-0.36801      0.61936    0.61649     0.51237    0.45849    0.48559    0.30357   ...    0.69839     0.77066 

0.09311    -0.23239     0.61649    0.11021    0.19793    -0.81767   -1.00509  ...   -0.23730   -0.50154 

0.55423     0.61936     0.22850    0.11021    0.45849      0.48559    0.30357  ...    0.69839     0.34659 

-0.36801    -0.23239     0.22850   -0.29195   -0.19291    -0.81767    0.30357  ...   -1.64082   -2.62189* 

1.01535     1.04524     1.39246    1.31669     1.50073     1.13722    0.95790  ...    -1.64082   -3.04596* 

1.01535     1.04524     1.00448   -1.09628    0.58877     0.48559     0.95790  ...     0.23055   -0.92561 

 
Remarks: *The value of variable ZCs5 are > ± 2.58.  
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4.10 QUANTATIVE DATA ANALYSIS  

To perform quantitative data analysis, there are two approaches that can be used, 

namely descriptively and inferentially. The descriptive approach aims to describe the 

state of a symptom or phenomenon that is measured by means of measuring 

instruments, then processed according to its function (Sekaran, 2006; Hair et al., 

2009). A number of descriptive statistical techniques that are commonly used are the 

distribution of frequency, mean, mode, median, standard deviation, and variance. 

Meanwhile, the inferential approach aims to produce findings that can be generalized 

more broadly into the population area. A number of inferential statistical techniques 

that are commonly used include correlation analysis, regression analysis both simple 

regression and multiple regression, analysis of variance, and a number of other non-

parametric statistical techniques (Sekaran, 2006; Hair et al., 2009). 

 

4.10.1 Reliability and Validity 

Reliability is the extent to which a test can be duplicated several times and produce 

the same score consistently (Harrison & Oakland, 2003). Reliability also shows the 

consistency of measurement results over time if the phenomenon or subject being 

measured does not change (Sekaran, 2006). So, reliability aims to show the extent to 

which a measure is reliable. The smaller the measurement error, the reliable the 

measurement. The reliability coefficient uses Cronbach's Alpha (α) which are given 

categories: a) 0.8 - 1.0 = good reliability; b) 0.6 - 0799 = acceptable reliability; and 

c) less than 0.6 = poor reliability (Sekaran, 2006). 

 

Validity is the extent to which the test measures what it wants to measure (Harrison 

& Oakland, 2003) or a measure that shows that the variable being measured is really 
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the variable that the researcher will research (Cooper & Schlinder, 2003). So, validity 

aims to determine how well a test performs a measurement function. The higher the 

validity of the measurement function, the higher the target measurement (Sekaran, 

2006). 

 

4.10.2 Confirmatory Factor Analysis 

Testing reliability and validity of constructs using field data (field-test) can be done 

by using factor analysis (principal components analysis), namely Confirmatory 

Factor Analysis (CFA), or convergent validity or discriminant validity. According to 

Joreskog and Sorbom (1993), CFA is used to test theoretical or hypothesis concepts, 

or constructs, or variables, which are not directly measurable or observable. 

Meanwhile, Hair et al. (2006) stated that the CFA is a way of testing how well 

measured variables represent a smaller number of constructs. The purpose of CFA is 

to confirm or test a model, that is, a measurement model whose formulation comes 

from theory.  

 

The constructs or variables used in this study are latent variables and indicators, 

therefore the reliability and validity tests of the constructs use factor analysis, namely 

CFA. The reason is that factor analysis serves to: 

a) Testing the validity of the construct, i.e. the test that is carried out to see how the 

question items are extracted into the components that the researcher wants, by 

grouping the data based on inter-correlation between items. A question item is 

stated as a constructor, if its correlation value is greater than or equal to 0.5. 

b) Testing the validity of the factors, i.e. the test that is carried out to see how much 

correlation between factors forms one variable. If the correlation between the 



174 

 

forming factors is close enough (> = 0.5), then this factor is stated as a forming 

variable. 

 

The value that must be met in the reliability test and construct validity in factor 

analysis refers to the Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO 

MSA) coefficient > 0.50. So, the question item is said to be valid if it has a loading 

factor of ≥ 0.50 and has been extracted perfectly (Sekaran, 2006). To assist in testing 

the reliability and validity of the instrument, this study uses the SPSS software. 

 

4.10.3 Structural Equation Modeling - Partial Least Square (SEM-PLS) 

As a continuation of the stages after testing the reliability and construct validity is 

doing quantitative data analysis. One of the analytical techniques that can be used is 

Structural Equation Modeling (SEM). SEM is a combination of path modeling or 

regression analysis and factor analysis (Smith & Langfield-Smith, 2004). There are 

two approaches to SEM, namely Covariance-Based SEM (CB-SEM) and Partial 

Least Square-SEM (PLS-SEM). According to Hair, Ringle, and Sarstedt (2014), CB-

SEM is a causality modeling approach that aims to reproduce the covariance matrix 

theoretically without focusing on the variants described. Whereas PLS-SEM aims to 

maximize the variance described from the latent dependent construct (endogenous) 

so that it serves to evaluate data quality based on the characteristics of the 

measurement model. Thus, the difference between the two lies in the ability of SEM 

to test multiple regression models and simultaneous equations. The following table 

4.11 shows the choice of using CB-SEM or PLS-SEM. 
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Table 4.11  

Rule of thumbs of selecting CB-SEM or PLS-SEM 

Criteria CB-SEM PLS-SEM 

Research goals 

If the goal is to test theory, to 

compare or to confirm a 

theory with an alternative 

theory. 

- If the goal is predicting key 

target construct or identifying 

key driver. 

- If the research is exploratory 

or an extension of an existing 

structural theory. 

Measurement 

model 

specification 

If error terms require 

additional specification, such 

as co-variation. 

If formative measured 

constructs are a part of the 

structural model. 

Structural model If the model is non-recursive 

If the model is complex (many 

constructs and many 

indicators). 

Data 

characteristics and 

algorithm 

If data meet the CB-SEM 

assumption exactly. 

- If CB-SEM cannot be met 

(i.e. model specification, non-

convergence, data 

distributional assumptions). 

- If sample size is relatively 

low. 

- If data to some extent non-

normal. 

Model evaluation 

- If a global goodness-of-fit 

criterion is required. 

- If a test for measurement 

model invariance is 

required. 

If latent variable scores are 

required in subsequent 

analysis. 

Estimation 

procedure 

Ordinary Least Square-based 

method 
Maximum-likelihood 

Source: Adapted from Hair et al. (2011), Ramayah et al. (2018) 

 

Urbach and Ahlemann (2010) stated that compared to other causality analyzes such 

as regression, PLS is more flexible because of its component-based approach to SEM 

testing. The PLS evaluation model is based on predictive measurements that have 

non-parametric properties. Under certain conditions, PLS is able to work with 

relatively small sample size. Fornell and Larcker (1981) emphasized that the use of 

PLS facilitates parameter estimation because there are no assumptions or 

requirements related to data distribution. That is, PLS is a soft modeling technique 

that uses data distribution assumptions that are not rigid. Likewise, Smith and 
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Langfield-Smith (2004) also provided reasons for the advantages of using the SEM 

approach over the regression model, which allows researchers to analyze the various 

relationships between variables involved in the model that are recursive or non-

recursive. SEM also has the ability to explain the effects of estimating measurement 

error of latent variables and can overcome some of the problems and limitations 

inherent in path analysis or multiple regression analysis. Thus, SEM provides an 

opportunity for researchers to adopt a more holistic approach to model building. 

 

Referring to the research objectives as stated in Chapter One, Section 1.4, this study 

follows the explanations and suggestions of Hair et al. (2014); Ramayah et al. (2018) 

and Urbach and Ahlemann (2010) that PLS is more suitable for quantitative data 

analysis using the SEM approach. The underlying reason for the purpose of this 

study is to investigate allegations or predictions about the presence (or absence) of an 

impact, effect, or causal relationship among the variables involved in the model, 

whether independent, dependent, or intermediary (mediation and/or moderation). To 

support quantitative data analysis through the SEM approach, this study uses the 

2018 edition of SmartPLS 3.2.7 software (Hair, Sarstedt, Ringle & Gudergan, 2018). 

  

4.10.3.1 Assessing PLS-SEM 

To use PLS-SEM, there are two procedures that involve separate assessments, 

namely the measurement model or external model (a.k.a. Confirmatory Factor 

Analysis) and the structural model or inner model. The first procedure is intended to 

check and measure reliability and validity based on certain criteria related to the 

specification of the formative or reflective measurement model. Thus, it determines 

the relationship between the constructs/latent variables and the indicators that 
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form/measure the constructs. Whereas the second procedure has the same objective 

but in relation to the relationship between constructs/variables which is not 

observed/latent. The following Figure 4.3 provides an illustration of a measurement 

model and a structural model. 

 

        Weights             Loadings 

          Structural model 

 

           Latent variables 

 

 

 

 

 

 

   

               Formative indicators/        Reflective indicators/ 

        observed variables Measurement model        observed variables 

 

Figure 4.3  

Measurement and Structural model 

 

4.10.3.2 Assessment of the measurement model 

To assess the reliability of constructs and the accompanying indicators, Composite 

Reliability (CR) as a consistency of the construct's internal estimates (Henseler, 

Ringle & Sinkovics, 2009) can be used. Meanwhile, the assessment of construct 

validity and indicators measuring constructs is carried out by different procedures, 

depending on whether the model is reflective or formative. The value used as a 

measurement for the reflective model is shown briefly in Table 4.12 below. 

 

 

 

 

 

 

 

 

 

Y 

X1 

X2 

X3 

Y1 

Y2 

Y3 

X 



178 

 

Table 4.12  

Criteria of the reflective measurement model 

Criteria Description 

Composite Reliability 

(ρc) 
Measurement of internal consistency with a value of ≥ 0.6 

Indicator Reliability/ 

Factor Loadings 
External absolute standard loadings with a value of > 0.7 

Convergence Validity 
The extent to which indicators of a particular construct meet 

or share the same proportion of variants. 

Discriminant Validity 
The judgments that actors must load more strongly on their 

own constructs than on other constructs in the model. 

Average Variance 

Extracted (AVE) 

The average variant of the extract with a value of > 0.5 is 

used as a determinant of convergent validity, whether the 

latent variable is able to explain more than half of the 

indicator variance. 

Fornell & Larcker’s 

Criterion 

Used to ensure Discriminant Validity, meaning that AVE for 

each latent variable must be higher than R2 on all other latent 

variables. Thus, each latent variable shares more variance 

with its respective indicator blocks than with other latent 

variables representing a different indicator block. 

Cross-loadings 

Used to check the Discriminant Validity other than the above 

criteria. If an indicator has a higher correlation with other 

latent variables than with the latent variable itself, then 

model fit should be reconsidered. 

Heterotrait - 

Monotrait Ratio 

(HTMT) Criterion 

Recommended to assess Discriminant Validity. HTMT uses 

a multitrait-mutimethod matrix as the measurement basis, 

the value of which cannot be more than 0.9 to ensure 

discriminant validity between two reflective constructs 

(Henseler et al., 2015). 

 

 

On the other hand, the formative model uses the Convergence of Validity, namely 

redundancy analysis, collinearity between indicators using Variance Inflation Factors 

(VIF), and the significance and relevance of formative indicators using the outer 

weight of significance (Bootstrap). Redundancy values that are higher than 0.7 are 

considered eligible to support the convergent validity of formative constructs, which 

means that the formative indicators in one construct have sufficient correlation (Hair 

et al., 2017). In summary, the measurement of the formative model is shown in Table 

4.13 below. 

 



179 

 

Table 4.13  

Criteria of the formative measurement model 

Criteria Description 

Nomological validity 

The relationship between the formative index and other 

latent variables in a particular pathway model, which must 

have been proven in previous research, must be significant 

and robust. 

External validity 
The formative index should account for most of the variants 

of the corresponding latent alternative reflective measure. 

Significance of 

weight 

The estimated weight of the formative measurement model 

must be significant. 

Multicollinearity 

The manifest variables/indicators in a formative block must 

be tested for their multicollinearity. Testing whether or not 

multicollinearity occurs between indicators in the formative 

block uses the VIF value. If the VIF value is > 10, it means 

that there is collinearity between indicators in one formative 

block. 

 

4.10.3.3 Assessment of the structural model 

PLS-SEM is a non-parametric analysis that is distribution-free (Hair et al., 2012). If 

the data is not normal, the t-value will increase or decrease which will cause an error 

(Type 1). To avoid standard error inflation or deflation due to not normal data 

distribution problems, a bootstrap procedure must be performed. This procedure 

means that a large number of samples are taken from the original sample with 

replacement to determine the bootstrap standard error, which in turn provides an 

estimate of the t-value for the structural path significance test so that the bootstrap 

results approach data normality (Wong, 2013). The bootstrap result can also 

construct confidence intervals for parameters. Therefore, a bias-corrected and 

accelerated (BCA) bootstrap needs to be done to help adjust for bias and skewness in 

the bootstrap distribution. The following table 4.14 provides a summary of the 

measurements of the structural model. 
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Table 4.14  

Criteria of the structural model 

Criteria Description 

R2 endogenous latent 

variable  

Used to evaluate the predictive accuracy of the model. The 

R2 can also represent the amount of variance in the 

endogenous construct described by all the exogenous 

constructs associated with it. 

The value of R2 = 0.67 is categorized as substantial 

The value of R2 = 0.33 is categorized as moderate 

The value of R2 = 0.19 is categorized as weak (Chin, 1988) 

Estimation for path 

coefficients 

The values estimated for the path relationships in the 

structural model must be evaluated from the perspective of 

strength and relationship significance. 

Effect size f2 

Used to evaluate the effect size of predictor constructs, 

namely assessing how strongly one exogenous construct 

contributes to explaining a particular endogenous construct 

in terms of R2 (Cohen, 1988). 

The value of f2 = 0.35 is categorized as the substantial effect 

of a   latent variable predictor (exogenous) at the structural 

level 

The value of f2 = 0.15 is categorized as the medium effect of 

a latent variable predictor (exogenous) at the structural level 

The value of f2 = 0.02 is categorized as the small effect of a 

latent variable predictor (exogenous) at the structural level 

Predictive relevance 

(Q2 and q2) 

The value of Q2 > 0 indicates evidence that the observed 

values have been reconstructed well, meaning that the model 

(exogenous constructs) has predictive relevance. Whereas Q2 

< 0 indicates no predictive relevance. 

The value of q2 is used to see the relative effect of the 

structural model on the observed measurement for the latent 

dependent variable (endogenous). 

β value for the path 

coefficient in PLS-

SEM 

The individual path coefficient in the structural model is 

interpreted as the standard beta coefficient from OLS 

(ordinary least square) regression. 

 

 

4.11 ETHICAL CONSIDERATIONS  

In terms of ethical considerations, this study was carried out in accordance with 

policies, rules, and regulations, especially those related to the code of ethics 

established and applied to Doctoral students at Universiti Utara Malaysia (UUM). 

With regard to data collection in the field, respondents and all parties involved in this 

study are willing to support and accept the questionnaire either in writing or 

interviews with the researcher or the interviewer without coercion, pressure, or other 
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inconvenience during the process caused by the actions of the researcher or the 

interviewer. A statement about the importance of the research was read out to 

respondents for understanding, while ensuring respondents that their privacy, 

anonymity, and confidentiality will be safeguarded by either the researcher or the 

interviewer. Respondents also have the full right to refuse or withdraw from the 

study at any time without prejudice, threats, intimidation, or other things that harm 

the respondent. 

 

4.12 CHAPTER SUMMARY 

This chapter contains an explanation of the methodology used in this study. The 

discussion starts with the importance of the research paradigm as the foundation that 

the researcher should have in analyzing research data to answer research questions 

and to fulfill research objectives as presented in Chapter One. Based on the research 

paradigm review, hence decided that this study is designed using a quantitative 

approach. A conceptual framework is proposed, followed by hypothesis 

development. Next, the unit of analysis, population, sample method, and sample 

selection technique were determined. Measurement of all constructs and variables 

were also explained. Data were collected through questionnaires guided with the 

direct interviews by surveyors, then pre-test and pilot study were performed to test 

the reliability and validity of the data obtained from respondents. Data screening 

including interview bias, non-response bias, Common Method Variance, data 

normality, and data outlier was also conducted. Finally, the structural equation 

modeling approach using the PLS-SEM method proposed for quantitative data 

analysis which will be explained in the next chapter. 

*** 
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Chapter Five 

DATA ANALYSIS 

 

5.1 INTRODUCTION 

This chapter provides an explanation of the data analysis carried out in this study. 

Starting from a descriptive statistics explanation related to the profile of respondents, 

profile of manufacturing SMEs, and their business activities which are recorded from 

the field and narrated in the form of data tabulation. The validity and reliability 

assessment of the model measurements and structural model are discussed next. 

Finally, using the SEM-PLS approach with bootstrapping and blindfolding methods, 

the testing of the hypotheses and sub-hypotheses proposed in this study are 

presented. This chapter concludes with a summary.  

 

5.2 DESCRIPTIVE ANALYSIS 

This section discusses the demographic conditions of respondents interviewed in the 

field, both in terms of personnel, profiles of manufacturing SMEs, and activities 

related to company-personnel. More specifically, the business operations with regard 

to the use of social media to enhance the company's financial and non-financial 

performance that mediated (or not) by the entrepreneurial orientation (EO). Overall, 

there are six sections presented in this descriptive analysis, namely: sample 

eligibility, respondents’ profile, SMEs profile, social media used by SMEs, use of 

social media to support business activities, the impact of social media use on SMEs' 

performance, and descriptive statistics of the EO implemented by the SMEs' owner 

or manager. 
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5.2.1 Sample eligibility 

There are two filters that must be fulfilled by respondents as data sources that can be 

analyzed in this study. First, referring to Chapter Four, Section 4.6.2, the respondents 

are manufacturing SMEs that already own and use social media to support their 

businesses. Second, respondents are owners, Directors or CEOs (if any), managers 

(either marketing or operations), or personnel of SMEs who are responsible or have 

the ability to manage social media to support businesses. Thus, questionnaires that 

did not meet these two filters were excluded as data sources. Referring to Chapter 

Four, Section 4.9.1, a suitable sample for further analysis is 208 manufacturing 

SMEs. 

 

Table 5.1 shows the details of the respondents who qualify as the sample of this 

study. More than 83% of the respondents are SME owners, and the rest are Directors, 

Marketing Managers, Production Managers, and Systems Analysts. The system 

analyst is considered a qualified respondent because he is responsible for the data 

and information obtained by SMEs in relation to the use of social media to support 

their business. 

 

  Table 5.1   

   Sample eligibility 

Status of respondent (who responsible to 

answer the questionnaire) n % 

Owner 174 83.65 

Director/CEO 13 6.25 

Field manager 14 6.73 

Systems analyst 7 3.37 

Database operator --a -- 

Other --b -- 

Total 208 100.00 

  Remarks: a No respondents were found for the status of Database operator 
                    b No respondents were found for other status 
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5.2.2 Profile of the Respondents 

The profiles of respondents surveyed in the Subosukawonosraten area are described 

in Table 5.2, which depicts there are 133 male respondents (64%), and the rest are 

women. This percentage shows that the owners or managers of SMEs in the sample 

locations are dominated by male. The age of the interviewed respondents ranged 

from 25 - 54 years which indicates productive age, where most of the respondents 

(35%) were between 35 and 44 years old. However, there are 17 SME owners or 

managers under 25 years of age. 

 

From their educational background, the majority of respondents were high school 

graduates as many as 73 respondents (35%), and college graduates from Diploma to 

Master as many as 88 respondents (42%). Meanwhile, there were 47 respondents 

(23%) had secondary and elementary school education. In addition to educational 

background, respondents generally also have work experience before managing an 

SME business, namely, 91 respondents (44%) have experience in the manufacturing 

industry, 60 respondents (29%) have experience in the non-manufacturing industry, 

while 24% have no work experience at all. 

 

In terms of work experience to produce SME products, 83 respondents (40%) stated 

that their business experience was obtained from parents or relatives, or due to 

continuing their family business. These cases usually occur in relatively old 

manufacturing SMEs, such as the batik industry, copper handicrafts, and the 

furniture industry. On the other hand, there were 76 respondents (37%) who obtained 

work experience from self-taught learning, while 22 respondents (11%) had no work 
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experience, but had the ability to produce SME products based on the informal 

education they followed such as courses or training in related fields. 

 

With regard to the respondents' ethnicity, facts say that the majority of respondents 

are Javanese. There were 195 respondents (94%) of Javanese ethnicity, while the 

remaining 6 respondents were ethnic Chinese and Arabic (6%). Table 5.2 presents 

the profiles of respondents at the sample locations. 

      

Table 5.2    

     Respondent Profile 

Demographic Characteristics n % 

Gender 

Male 133 63.94 

Female 75 36.06 

 

Age group   

< 25 year 17 8.17 

25 – 34 year 66 31.73 

35 – 44 year 73 35.10 

45 – 54 year 43 20.67 

55 – 64 year 9 4.33 

    ≥ 65 year --a -- 

 

Highest education background   

High school  73 35.10 

Diploma degree  29 13.94 

Bachelor’s (university) degree 54 25.96 

Master’s degree 5 2.40 

Other 47 22.60 

 

Job experience before working in SME   

No work experience  49 23.56 

Worked in non-manufacturing company  60 28.85 

Worked in manufacturing company 91 43.75 

Other 8 3.85 

 

Job experience in producing company’s products   

No experience 22 10.58 

Autodidact/self-study 76 36.54 

Family business background 83 39.90 

Other 27 12.98 

     Table 5.2             Continued 
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     Table 5.3    

     Respondent Profile (Continued) 

Demographic Characteristics n % 

Ethnicity   

Indonesian (e.g. Javanese, Sundanese, etc.) 195 93.75 

Chinese  6 2.88 

Arabic 6 2.88 

Indian 1 0.48 

Other --b -- 

Total 208 100.00 

     Remarks: a No respondents were found for the over 65 group 
             b No respondents were found for other ethnicity 

 

5.2.3 Company Profile 

5.2.3.1 Age and scale of business 

Descriptive statistics related to the age and scale of SME businesses are shown in 

Table 5.3, where out of 208 manufacturing SMEs that use social media to support 

their business, 61% were established after 2000 and the remaining 39% (81 SMEs) 

existed before 2000. This is relevant to the development of social media, especially 

Facebook, which began to be facilitated to support businesses in the early 21st 

century. Meanwhile, the scale of manufacturing SME businesses surveyed showed 

that there were 125 SMEs (60%) small scale and the remaining 83 SMEs (40%) 

medium scale. Micro and large-scale SMEs were not included in this study. 

 Table 5.3 

  Company’s age and size  

Demographic Characteristics                    n              % 

Establishment Year   

Before 2000  81 38.94 

Between 2000 - 2005  27 12.98 

Between 2006 – 2010 37 17.79 

Between 2011 – 2015 48 23.08 

2016 and above 15 7.21 

   

Number of employees*   

    Up to 4 workers (Micro) 0 0.00 

    Between 5-19 workers (Small) 125 60.10 

    Between 20-99 workers (Medium) 83 39.90 

    100 workers and above (Large) 0 0.00 
         Remarks: * Based on permanent workers (average of full-time and part time workers) 
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5.2.3.2 Type of SMEs main product 

There are seven main products manufactured by SMEs in the sampling area, namely 

furniture and rattan, batik materials and batik products, copper/metal handicrafts, 

guitar makers, dried food/snack industry, herbal medicine business, and leather 

product makers. Each main product has various derivative products such as tables, 

chairs, beds made by furniture SMEs; batik clothes, and sarongs made by batik 

SMEs; lamps, vases, and calligraphy made by copper SMEs. Table 5.4 shows that in 

terms of quantity, there are 3 main manufacturing SMEs involved in this study, 

namely batik, sarong, and batik products (31%), then furniture and rattan products 

(25%), and metal/copper handicrafts (23%). According to data in BPS Surakarta 

(BPS, 2015), the three main products are superior commodities in 

Subosukawonosraten, part of which is for foreign markets (exports). 

 

Table 5.4 

Type of SMEs main product 

Main Products Derivative Products  Frequency (%) 

Furniture and rattan 

products 

Chair, table, wardrobe, buffet, 

bed, dining table, dresser, desk, 

sofa, kitchen set 

53 25.48 

Batik, sarongs and 

batik products 

Batik dress, sarong, batik fabrics 

(printing, handmade, and stamp), 

batik souvenir, woven fabric, 

curtains 

64 30.77 

Metal/chopper handy 

craft 

Lamp, bathtub, vase, wall and 

home decoration, calligraphy, 

washstand, mosque dome, brass 

door, sculpture 

47 22.60 

Guitar products 
Acoustic guitar, electric guitar, 

ukulele, solid guitar, bass guitar 
14 6.73 

Dried food/snack 

Beef floss, shredded chicken, 

jerked meat, chocolate, cashew, 

cheese 

19 9.13 

Herbs products  Herb, honey   5 2.40 

Leather products Bag, shoes   6 2.89 

Total  208 100.00 
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5.2.3.3 Sales volume 

Table 5.5 presents the sales volume of products manufactured by SMEs in the 

sample areas, which shows that all companies obtained their sales in almost an equal 

proportion (around 20-30%). This indicates that the dynamics of manufacturing 

SMEs in the sample areas vary widely. A quarter of the total SMEs can be said to be 

established (average sales volume is above 50 million rupiahs), another quarter still 

need training and support (below 10 million rupiahs), while the remaining half of 

SMEs are at a fairly dynamic and competitive in the business level (between 10-50 

million rupiahs). The grouping of the average sales volume generated by these SMEs 

refers to the SME size criteria as stipulated in Law no. 20 of 2008 (Government of 

Indonesia, 2008). 

 

Table 5.5    

Sales volume 

Average of sales volume per month (2017)                        n                   % 

Below 10 million rupiah 44 21.15 

Between 10 to 30 million rupiah 61 29.33 

Between 30 to 50 million rupiah 43 20.67 

Above 50 million rupiah 60 28.85 

Total 208 100.00 

 

5.2.3.4 Market place of the company's product 

With regard to where to market SME products, Table 5.6 provides the information 

obtained from respondents. Data shows that 104 SMEs (50%) sell their products to 

offline markets or physical markets such as traditional markets, supermarkets, or 

malls/department stores, 67 SMEs (32%) use online markets, such as Lazada, 

Shopee, or Bukalapak, while the rest prefer to be a producer who sells its products 

only to wholesalers or retailers rather than to the market. Moreover, 75 SMEs (36%) 

have been able to export their products, of which 15 SMEs (7%) only export to 



189 

 

foreign markets, while 60 SMEs (29%) export to both domestic (inter-island) and 

international markets. Out of 75 exporting SMEs, 47 SMEs (23%) use third parties 

(e.g. agents, middlemen or distributors) to help deliver their products to buyers, the 

rest are independent SMEs. 

       

 Table 5.6    

   Market place of the company’s products 

Market place and the way to export the products    n                                % 

Market place to sell the SMEs products   

Domestic offline market only  104 50.00 

Domestic online market only (e.g. Lazada, 

Shopee, Bukalapak, etc.) 
67 32.21 

Other (producer, manufacturer, etc.) 37 17.79 

Foreign market (export) only 15 7.21 

Domestic and foreign market (export) 60 28.85 

    Other --a -- 

 

Way to export SMEs products   

Export directly to foreign buyer/consumer 28 13.46 

Export through agent/trader/ middleman in 

Indonesia 
47 22.60 

    Other --b -- 
   Remarks: Because each respondent may answer more than one options in the question 

items, therefore the percentage will not reach to 100%. 
a No respondents were found for the other market place to sell the products 
b No respondents were found for other way to export the products 

 

5.2.3.5 Export destination of the company's products 

The SME manufactured products that can penetrate the international market are 

shown in Table 5.7. There are 7 continents targeted for the SME product market, but 

only 3 continents are as the main destinations of export, namely Asia, Europe, and 

North America. The Asian market still dominates with 41 manufacturing SMEs 

(33%), followed by Europe with 34 SMEs (27%) and North America with 22 SMEs 

(18%). In general, the products of SMEs that are exported to the three continents are 

batik, furniture, and copper. The data proved that manufacturing SME products 

originating from the Subosukawonosraten region have been recognized and 

demanded by overseas buyers on such continents. 
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Table 5.7     

Countries as export destination of SMEs products 

Continent Countries Type of products       n                 % 

Asia 

Singapore, 

Malaysia, Hong 

Kong, Japan, 

Taiwan, Thailand,   

Brunei, Timor 

Leste, 

Uzbekistan, 

China, 

Philippines, India 

Batik, garment materials, 

guitar and ukulele, 

furniture, copper 

handicraft, dried meat, 

rattan craft, herbal 

products, cashew, Moslem 

dress, woven fabric 

 

41 32.80 

     

Middle East 

Bahrain, Oman, 

Kuwait, UAE, 

Saudi Arabia 

Sarong, batik, copper 

handicraft, bricks, dried 

meat 

7 5.60 

     

North America 
United States, 

Mexico, Canada 

Batik, copper handicraft, 

rattan craft, woven fabric 
22 17.60 

     

South America Brazil, Jamaica Batik and sarong 3 2.40 

     

Europe 

England, 

Germany, 

Netherlands, 

French, Swiss, 

Poland, Hungary, 

Spain, Turkey, 

Sweden 

Furniture, copper 

handicraft, batik, rattan 

craft 

 

34 27.20 

     

Africa 
Egypt, Maldives, 

South Africa 

Clothes materials, 

furniture, batik 
4 3.20 

     

Australia & 

Oceania 

Australia, Tahiti, 

Hawaii, New 

Zealand 

Copper handicraft, 

furniture 
14 11.20 

Remarks: Because each respondent may answer more than one options in the question items, 

therefore the percentage will not reach to 100%. 

 

5.2.4 Use of social media by SMEs 

The use of social media by SMEs in Subosukawonosraten is illustrated in Table 5.8. 

All respondents have cell phones, and the WhatsApp application is the most used 

social media by respondents (100%). The second most used platform is Facebook 

(80%) and Instagram (75%) being the third. This condition is in line with the fact 

reported by Pickard-Whitehead (2018) that currently, WhatsApp and Instagram are 
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the most favourite platforms used for any activity. This is related to the growth and 

development of mobile phones that are faster than desktop or laptop computers, 

where WhatsApp is more practical than Facebook which previously dominated users 

as the most popular social media. The use of Instagram is also increasing because its 

ability to search data based on keywords (as a search engine) is better than other 

social media. Some SMEs (32%) also use other platforms such as BBM, Line, and 

Path. 

 

Table 5.8 also presents information on which all respondents (100%) claimed to own 

social media and use it to support their business activities. WhatsApp still ranks first 

(96%) as the most used social media to support SME business goals, while Facebook 

and Instagram are closely following, with 69% usage each. In addition, 74 SMEs 

(36%) also used other social media platforms to support their business such as BBM, 

Line, Path, Telegram, Fanpage; optimize the company website, blog, email; or enter 

their products into an online shop that is ready to accommodate and promote SME 

products, such as Lazada, Shopee, and/or Bukalapak. 

 

The usage level of social media by manufacturing SMEs varies considerably. Table 

5.8 informs that 84% of the SMEs surveyed had and started using social media more 

than a year ago. Many SMEs have prepared their products to be promoted through 

social media for a long time, while a number of other SMEs have just realized the 

benefits of social media to support SME products. In the process of supporting their 

business goals, 58% of SMEs have used social media for their daily business 

activities, while other SMEs (19%) do not regularly use social media, but only if 
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there are certain conditions, they will use it. Social media is mostly used to chat with 

potential buyers (95%) and update the status of products sold by SMEs (89%). 

 

Table 5.8     

Social media practices by SMEs 

Social media characteristics used by SMEs                    n              % 

Type of Social Media used   

Facebook 167 80.29 

Twitter 17 8.17 

YouTube 20 9.62 

WhatsApp 208 100.00 

Instagram 156 75.00 

Other 67 32.21 

   

Equipment used to access social media   

Desktop computer 40 19.23 

Laptop/notebook 64 30.77 

Mobile phone/smart phone 208 100.00 

Other                   --a                -- 

 

Type of Social Media used to support business 

purposes 

  

Facebook 144 69.23 

Twitter 10 4.81 

YouTube 12 5.77 

WhatsApp 200 96.15 

Instagram 143 68.75 

Other  74 35.58 

 

Time to start using social media to support business 

purposes 

  

A month ago                   --b                 -- 

Six months ago 5 2.41 

A year ago 29 13.94 

More than a year ago 174 83.65 

Other                   --b                 -- 

 

Frequency of social media used to support business 

purposes 

  

1 – 3 days a week 31 14.90 

4 – 6 days a week 17 8.17 

7 days a week 121 58.17 

For special purposes 39 18.75 

Table 5.8                 Continued 
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Table 5.8     

Social media practices by SMEs (Continued) 

Social media characteristics used by SMEs                    n              % 

Type of SMEs business-related activities that need 

to use social media 

  

To update status of products 186 89.42 

To chat with (candidate of) buyer 198 95.19 

To chat with supplier of materials 97 46.63 

Other                   --c                 -- 
 Remarks: Because each respondent may answer more than one options in the question items, 

therefore the percentage will not reach to 100%. 
a No respondents were found for the other equipment to access social media 
b No respondents were found for other time to start using social media to support 

business 
c No respondents were found for the other type of business activities using social 

media 

 

5.2.5 Use of social media to support SME business activities  

Table 5.9 shows the use of social media by manufacturing SMEs in supporting their 

business activities. In marketing, most SMEs use social media to help promote their 

products and services ( X = 77.98), while some others use it for marketing research 

activities ( X = 64.11). Social media is also the most widely used to communicate 

with customers ( X = 85.36), while customer feedback on new products is not a top 

priority ( X = 71.83). Finding information about what consumers need is the most 

frequent activity of respondents ( X = 71.23), on the other hand, seeking information 

about competitors is the last priority ( X = 64.45). 

 

Table 5.9 

Use of social media to support SMEs business activities 

Question items   N   Min    Max 
Mean 

( X ) 

Std. 

Dev. 

Social media for marketing      

Advertise and promote product and services 

(MK1)  

208 10 100 77.98 21.686 

Create brand visibility (MK2) 208 0 100 75.46 23.481 

Conduct marketing research (MK3) 208 0 100 64.11 25.774 

Get referrals (e.g. word of mouth via likes, 

shares, and followers in Facebook) 

(MK4) 

208 0 100 67.26 24.866 

Table 5.9                 Continued 
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Table 5.9 

Use of social media to support SMEs business activities (Continued) 

Question items   N   Min    Max 
Mean 

( X ) 

Std. 

Dev. 

Social media for customer relations and 

services 

     

Develop customer relations (CS1) 208 10 100 82.55 15.346 

Communicate with customers (CS2) 208 30 100 85.36 15.283 

Conduct customer service activities (CS3) 208 10 100 79.86 17.208 

Receive customer feedback on existing    

product/services (CS4) 

208 0 100 75.07 21.375 

Receive customer feedback on new/future 

product/services (CS5) 

208 0 100 71.83 23.581 

Reach new customers (CS6) 208 10 100 80.89 19.030 

 

Social media for information accessibility 

     

Search for general information (IF1) 208 0 100 69.86 22.894 

Search for competitor information (IF2) 208 0 100 64.45 23.694 

Search for customer information (IF3) 208 0 100 71.23 21.604 

 

 

5.2.6 Impact of the Use of Social Media in SME business activities 

The impact of using social media to improve the performance of SMEs both 

financially and non-financially can be seen in Table 5.10. Financially, respondents 

stated that the use of social media can reduce communication costs with customers, 

advertising and product promotion costs, and budgets for customer service and 

support ( X = 76). Another impact is an increase in the sales volume of SME 

products and an increase in sales transactions with customers ( X = 81.27). On the 

other hand, non-financially, the use of social media can improve services to 

consumers ( X = 81.73) and information about SME products can be sent to 

consumers more quickly ( X = 86.30). 
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Table 5.10     

Impact of Social Media Usage in SMEs business activities 

Question items n Min Max 
Mean 

( X ) 

Std. 

Dev. 

Impact on cost reduction      

Reduce the cost of communication with    

   customers (CO1) 

208 0 100 76.92 23.368 

Reduce the cost of advertising and   

   promotion (CO2) 

208 10 100 76.15 21.816 

Reduce the cost of customer service and  

   support (CO3) 

208 0 100 76.97 20.287 

 

Impact on sales increase 

     

Increase the sales transaction with  

   Customers (SA1) 

208 10 100 80.99 17.296 

Increase the sales volume (SA2) 208 10 100 81.27 16.995 

Increase the sales enquiries from  

   Customers (SA3) 

208 30 100 80.48 16.352 

Increase the number of customers (SA4) 208 10 100 80.17 17.641 

 

Impact on customer relations and services 

     

Enhance customer service (BR1) 208 20 100 81.73 15.507 

Increase customer loyalty and retention (BR2) 208 20 100 79.13 17.229 

Improve customer relationship (BR3) 208 30 100 80.72 14.411 

 

Impact on information accessibility 

     

Enable easier access to competitor  

   information (BA1) 

208 0 100 70.05 23.000 

Enable easier access to market  

   information (BA2) 

208 20 100 76.97 20.071 

Enable faster delivery of information to  

   customers (BA3) 

208 30 100 86.30 14.818 

 

 

5.2.7 Company activities related to marketing (including social media use) 

One of the weaknesses of SMEs in developing their business is in marketing, 

especially in promoting their products to the market. In this regard, a number of 

activities have been carried out to help introduce SME products, such as participating 

in trade fairs both domestically and abroad, as well as promoting products through 

printed media (e.g. newspapers), electronic media (e.g. TV, radio) and/or digital 

media (e.g. internet, social media). Table 5.11 illustrates the extent to which 

manufacturing SMEs in the Subosukawonosraten area empower their companies in 

carrying out product promotion programs. Physically, 75 SMEs (36%) considered 
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that the showroom can display SME products as an effective campaign medium. 

Furthermore, 50 SMEs (24%) advertised their products through online shops such as 

Lazada, Shopee, Bukalapak. These two activities are routine programs carried out by 

SMEs. The showroom can display products on every weekday, while the online 

shops can be used 24 hours a day, 7 days a week. 

 

On the other hand, a number of manufacturing SMEs rarely participate in product 

promotion exhibitions either only attending or actively participating in it. There were 

99 SMEs (48%) who have attended domestic trade fairs several times, while 87 

SMEs (42%) actively participated in trade shows. Although 26 SMEs (13%) have 

regular agenda of attending and participating in domestic exhibitions, unfortunately 

at international trade fairs, their attendance level is still low. There were only 3-4 

SMEs regularly involved in international trade fairs. 

 

Table 5.11    

Frequency to conduct marketing activities 
Description None % Rare % Routine % 

Attend domestic trade fairs 83 39.90 99 47.60 26 12.50 

Participate in domestic trade fairs 95 45.67 87 41.83 26 12.50 

Attend international trade fairs 183 87.98 21 10.10 4 1.92 

Participate in international trade fairs 194 93.27 11 5.29 3 1.44 

Provide a showroom 96 46.15 37 17.79 75 36.06 

Provide a website 131 62.98 43 20.67 34 16.35 

Distribute brochures or catalogues 132 63.46 57 27.40 19 9.13 

Place an advertisement in newspaper/  

   TV/radio 
180 86.54 23 11.06 5 2.40 

Place an advertisement in online  

   shop (i.e. Lazada, Shopee,  

   Bukalapak, etc.) 

141 67.79 17 8.17 50 24.04 

Other (blog, sponsorship, etc.) 199 95.67 6 2.88 3 1.44 

Remarks: Because each respondent may answer more than one options in the question items, 

therefore the percentage will not reach to 100%. 

 

5.2.8 Challenges and obstacles faced by SMEs today 

Table 5.12 provides an overview of the problems faced by manufacturing SMEs in 

the Subosukawonosraten area. Data obtained from the field found that 61 SMEs 
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(29%) felt that the difficulty to market their products was the main problem faced in 

running a business. Next, the limited facilities and infrastructure owned by SMEs 

were the second problem that was often experienced by 58 SMEs (28%), and the 

third was the limited financial resources used to manage the business, claimed by 56 

SMEs (27%). Other problems, such as low employee motivation for self-

development, low employee interest in following and using information technology, 

lack of ability to maintain and improve product quality, and the absence of channels 

to export SME products were problems faced equally by SMEs in the sampling 

locations, although the influence is not dominant. 

 

In addition, problems such as lack of human resources, difficulty finding skilled 

workers, seasonal products/markets, frequent employee leave, low renewal of 

product motives, late delivery of goods, lack of sales control, unstable raw material 

prices, high prices of imported raw materials, limited stock of raw materials, late 

arrival of raw materials, delays in work from craftsmen, overloaded expeditions, 

fierce and unfair competition, overwhelmed with orders, scarcity of raw materials, 

discount policies from competitors, discount capacity to produce, low knowledge 

about export-import procedures, low demand for products from consumers, over 

supply of products, bad weather, difficulty in expanding the market, and unfulfilled 

product quality targets, were other problems that manufacturing SMEs always 

complain about. There were 59 SMEs (28%) stated this. This implies that the 

problems facing SMEs are complex, and cannot be easily resolved without support 

from other parties, particularly from the Indonesian Government. 
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Table 5.12 

Challenges and obstacles faced by SMEs currently 

Description n     % 

Difficulties in marketing the product 61 29.33 

Has not been able to maintain and improve product     

     quality 
27 12.98 

Limited sources of financing for businesses 56 26.92 

Low motivation of employees to develop  

     themselves related company products  
39 18.75 

Lack of knowledge and skills of employees in  

     making company products 
41 19.71 

Low employee interests to use information  

     technology 
35 16.83 

Limited facilities and infrastructure available in the  

     company 
58 27.88 

Has no channel or network to export the company  

     products 
37 17.79 

Others 59 28.37 
Remarks: Because each respondent may answer more than one options in the question items, 

therefore the percentage will not reach to 100%. 

 

5.2.9 Factors need to be improved by SMEs over the next 2 years 

Although there are many problems faced by SMEs, efforts to eliminate these 

problems are still being made. Table 5.13 presents factors that are of serious concern 

for SMEs to be improved over the next 2 years. There were three most pressing 

factors that will be carried out by SMEs in the future, such as adding and/or 

enhancing the availability of limited facilities (72%), increasing the ways to market 

the product to be more effective and efficient (65%), and improving product quality 

to meet quality standards (47 %). Other factors such as sending employees to attend 

the relevant training/courses offered by certain parties, and enlarging sources of 

financing through credit proposals to creditors or banks became the next priority. 

 

There is a number of hopes and optimism among manufacturing SMEs in the 

Subosukawonosraten area that they also want to increase their business in the form of 

opening showrooms, branches, factories, or online shops; recruit or empower more 

staff; build partnerships/networks and export channels; create new innovations; 
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enhance production capacity and product variety; improve the management system, 

and fulfil quality standards for their products. There were 50 manufacturing SMEs 

(24%) having an obsession with developing their business in the next two years. 

 

Table 5.13 

Factors need to be improved by SMEs over next 2 years 

Description n % 

Improving the ways to market products more  

     effectively and efficiently 
135 64.90 

Improving product quality to meet the standards  

      required 
  98 47.12 

Adding sources of financing through credit  

      proposals to creditors 
  54 25.96 

Sending the employee to follow the  

      training/courses offered by certain parties 
  56 26.92 

Adding and/or improving facilities that have not  

      been sufficient 
149 71.63 

Others   50 24.04 

Remarks: Because each respondent may answer more than one options in the question items, 

therefore the percentage will not reach to 100%. 

 

5.2.10 SMEs business activities related to Entrepreneurial Orientation 

SME business activities that involve the characteristics of owners or managers, in 

particular how their entrepreneurial orientation is related to the use of social media to 

improve their business financial and non-financial performance is shown in Table 

5.14. In terms of innovativeness, SME owners or managers stated that their 

companies are always creative in their operating methods and prefer to use their own 

way of solving problems rather than imitating other people/companies ( X = 77.26). 

In addition, they also preferred to design their own new unique methods of 

production rather than adapting from other companies ( X = 72.19). From the risk-

taking side, companies tended to act prudently to minimize high-risk decision 

making rather than take a bold and aggressive stance to maximize the existing 

potential opportunities ( X = 73.49). When companies are faced with opportunities to 

get projects, they preferred to choose high-risk projects over low ones ( X = 62.52). 
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Even so, the company still encouraged its employees to always take into account the 

risks taken with new ideas ( X = 62.79). Meanwhile, from the pro-activeness side, 

SME managers tended to follow their leaders in introducing new products or ideas 

X  (= 74.28). In facing competition, if possible, be the first to introduce new 

products/services ( X = 62.40), but to take further action awaits a response from 

competitors ( X = 56.92). 

 

Table 5.14 

Implementation of Entrepreneurial Orientation for SMEs business activities 

Question items   N   Min    Max 
Mean 

( X ) 

Std. 

Dev. 

Innovativeness:      

My company is always creative in its 

methods of operation (IN1)   
208 10 100 77.02 18.618 

This company prefers to design its own 

unique new methods of production rather 

than adapting methods of other firms (IN2) 

208 10 100 72.19 20.410 

In the last three years, this company has 

marketed new lines of products or services 

(IN3) 

208 0 100 72.74 25.777 

The top managers of this company favor 

their own original approaches to solve their 

problems rather than imitating methods that 

other companies have used for solving their 

problems (IN4) 

208 20 100 77.26 18.170 

      

Risk-taking:      

When confronted with decision-making 

situations involving uncertainty, this 

company typically adopts a cautious, ‘wait-

and-see’ posture to minimize the 

probability of making costly decisions 

(compared with a bold, aggressive posture 

to maximize the probability of exploiting 

potential opportunities) (IR1) 

208 10 100 73.49 22.863 

The top managers of this company have a 

strong proclivity for high-risk projects 

(with chances of very high return) rather 

than low-risk projects (with normal and 

certain rates of return) (IR2) 

208 0 100 62.52 25.997 

Employees in this company are encouraged 

to take calculated risks with new ideas 

(IR3) 

208 0 100 62.79 23.589 

      

Table 5.14                 Continued 
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Table 5.14 

Implementation of Entrepreneurial Orientation for SMEs business activities 

(Continued) 

Question items   N   Min    Max 
Mean 

( X ) 

Std. 

Dev. 

Pro-activeness:      

In dealing with the competitors, this 

company typically take the initiative to 

start acting, then wait for the respond from 

competitors (PR1) 

208 0 100 56.92 24.260 

In dealing with the competitors, my company 

is often the first business to introduce new 

products/services (PR2) 

208 0 100 62.40 24.177 

The managers of this company have a strong 

tendency to ‘follow the leader’ in 

introducing new products or ideas (PR3) 

208 10 100 74.28 20.839 

This company avoids confrontation with the 

competitors, and lets them to take actions 

(PR4) 

208 0 100 67.67 24.818 

 

 

5.3 QUANTITATIVE DATA ANALYSIS  

Referring to the data analysis method used in this study, namely the quantitative 

method through the SEM-PLS approach (Chapter Four, Section 4.10), hence prior to 

analyzing the data it is necessary to confirm the use of a number of terminology in 

SEM-PLS, such as indicators, latent variables, constructs, reflective, formative, first-

order and second-order constructs as follows. 

1) The exogenous construct/latent variable (independent) is Social Media Use, 

while the endogenous construct/latent variables (dependent) are Financial 

Performance and Non-Financial Performance. The Entrepreneurial Orientation 

(EO) construct is a mediating variable and is treated as an endogenous 

construct/latent variable. 

2) All indicators involved in this study are reflective. Except for the indicators in 

the EO construct which can be treated as reflective or formative indicators 

(Law et al., 1998), indicators in the constructs of Social Media Use, Financial 

Performance, and Non-Financial Performance are treated as reflective (Parveen 
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et al., 2016). The underlying reason is due to those construct/latent variables 

that reflect its indicators are highly correlated and interchangeable, where 

eliminating one indicator will not change the meaning of the construct/latent 

variables (Heinlein & Kaplan, 2004). This study treats the EO construct as a 

reflective construct because EO has different characteristics from one 

dimension to another and does not have to be correlated (Parveen et al., 2016). 

3) With regard to testing measurement models or Confirmatory Factor Analysis 

(CFA), there are two orders carried out in this study, namely first-order 

construct confirmatory analysis which measures reliability and validity from 

construct(s) against its indicator(s), and second-order construct confirmatory 

analysis that measures reliability and validity from the latent construct(s) 

against its dimensional construct(s). In the first-order construct, Social Media 

Use which has three reflective constructs (Social Media for Marketing, Social 

Media for Customer Relations and Services, and Social Media for Information 

Accessibility) is directly related to the reflective constructs of Financial 

Performance (Cost Reduction and Sales Increase), EO (Innovativeness, Risk-

taking, and Pro-activeness), and Non-Financial Performance (Better Customer 

Relations and Services and Better Information Accessibility). Whereas in the 

second-order construct, the latent variable value of the first-order construct is 

used as indicators for the second-order construct. Thus, the second-order 

construct confirmatory analysis links directly between the reflective constructs 

of EO (Innovativeness, Risk-taking, and Pro-activeness) to the reflective 

constructs of Financial Performance (Cost Reduction and Sales Increase) and 

Non-Financial Performance (Better Customer Relations and Services and 

Better Information Accessibility). 
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The following section describes the stages that must be passed for testing the outer-

model (measurement model), followed by testing the inner-model (structural model) 

in the next section. 

 

5.3.1 Measurement Model Assessment (Outer-model) 

To assess the measurement model in this study that using reflective indicators, there 

are four stages that must be carried out on the model to be analyzed, namely 

indicator reliability, composite reliability, convergent validity and discriminant 

validity. The aim is to examine and measure the reliability and validity of indicators, 

variables and constructs (latent or observed) based on certain criteria related to the 

specification of the reflective measurement model. In addition, it also determines the 

relationship between constructs/latent variables and indicators that form constructs, 

as well as the relationship between constructs and latent variables (Hair et al., 2017). 

The following Figure 5.1 illustrates the measurement model diagram. 

 

 
Figure 5.1 

Measurement model 
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5.3.1.1 Indicator Reliability/Factor Loadings  

The first stage of the model measurement (outer-model) aims to obtain information 

that the indicators which reflect the constructs involved in the model have a covary 

distribution of loading factors (Jarvis, MacKenzie & Podsakoff, 2003). A covary 

distribution means changes in the dependent (endogenous) variable must be 

associated with changes in the independent (exogenous) variable. In other words, the 

extent to which an indicator or a set of indicators is consistent with what it intends to 

measure. The indicator reliability denotes the proportion of indicator variance that is 

explained by the latent variable (Urbach & Ahlemann, 2010). Because the reflective 

indicator has a unidimensional character, hence eliminating one indicator will not 

affect the meaning of the construct in question. In the process, if an indicator in the 

construct is found no covary pattern yet, then it is necessary to eliminate the 

indicators with the aim of obtaining a reflective model that has a unidimensional 

character. However, the process of eliminating indicators must be carried out 

carefully, starting with the indicator with the smallest loading factor (Hair, Black, 

Babin & Anderson, 2010) and still paying attention to changes in the value of other 

measurement parameters such as Average Variance Extracted (AVE) and Composite 

Reliability (CR), in order to meet the established threshold value. 

 

Table 5.15 shows the results of indicator reliability testing for model measurements 

by looking at the factor loadings of each indicator entered in the model. The 

acceptable value for indicator reliability is when loading value of an indicator is 

equal to and greater than 0.708, indicating a latent variable is able to explain at least 

50 percent of indicator's variance (Hair, Hult, Ringle & Sarstedt, 2017). In case the 

loading value does not reach the threshold of 0.708, then if the summation of 
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loadings results in high loading score contributing to AVE scores of greater than 

0.50, the loading value can still be accepted (Byrne, 2016).   

 

In the first iteration, it was found that the Ri2 (Risk-taking) indicator has a loading 

factor of 0.223 which is smaller than 0.708 (bold line with grey color). Therefore, the 

Ri2 indicator must be removed in order to obtain a covary factor loading for the 

construct concerned, and it fulfils the requirements for the AVE score. The second 

iteration is carried out and found that the Pr4 (Pro-activeness) indicator has a loading 

factor of 0.351 which is smaller than 0.708, so the Pr4 indicator must also be erased 

from the model. With the same procedure, the third and fourth iterations are then 

performed to eliminate the indicators that have factor loadings below the 0.708 

threshold. The third iteration removes the In3 (Innovativeness) indicator because its 

loading is 0.568 and the fourth iteration erases the Pr2 (Pro-activeness) indicator 

because its loading is 0.599. In the fifth iteration, there are no indicators that have 

loading values below 0.60. This condition is acceptable because it is in line with 

Bryne's (2016) statement where all of the AVE for the tested construct shows scores 

above 0.50 (See Table 5.17). Regarding the number of remaining indicators after 

reduction, Hair et al. (2010) recommended that the number of indicators in a 

construct should be at least two and no more than six. The underlying reason is that 

the augment of indicators will create opportunities for tetrad, that is, it is possible for 

similar indicators to appear in different constructs. Thus, it can be concluded that the 

first stage of model measurement (outer-model) has met the reliability test for all 

constructs and indicators, which means that all constructs have a covary distribution 

of loading factors. 
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Table 5.15  

Measurement Model – Indicator Reliability (Factor Loadings) 

Constructs 

Code 
Items 

Factor Loadings 

1st 

Iteration 

2nd 

Iteration 

3rd 

Iteration 

4th 

Iteration 

5th 

Iteration 

 Social Media for Marketing:      

Mk1 a. Advertise and promote product and services 0.878 0.878 0.878 0.878 0.877 

Mk2 b. Create brand visibility 0.884 0.884 0.883 0.883 0.881 

Mk3 c. Conduct marketing research 0.698 0.697 0.699 0.698 0.699 

Mk4 d. Get referrals (e.g. word of mouth via Likes, Shares, Followers, etc.) 0.751 0.752 0.751 0.753 0.755 

 Social Media for Customer Relations and Services:      

Cs1 g. Develop customer relations 0.865 0.865 0.865 0.865 0.865 

Cs2 b. Communicate with customers 0.841 0.841 0.841 0.841 0.841 

Cs3 c. Conduct customer service activities 0.855 0.855 0.855 0.855 0.854 

Cs4 d. Receive customer feedback on existing products/services 0.751 0.751 0.751 0.751 0.752 

Cs5 e. Receive customer feedback on new/future products/services 0.715 0.715 0.715 0.715 0.716 

Cs6 f. Reach new customers 0.744 0.744 0.744 0.744 0.744 

 Social Media for Information Accessibility:      

If1 a. Search for general information 0.789 0.789 0.791 0.790 0.789 

If2 b. Search for competitor information 0.847 0.848 0.849 0.848 0.850 

If3 c. Search for customer information 0.674 0.673 0.670 0.672 0.670 

 Innovativeness:      

In1 a. Creative in its methods of operation 0.867 0.867 0.867 0.878 0.878 

In2 b. Design its own unique new methods of production  0.767 0.767 0.767 0.768 0.768 

In3 c. Market new lines of products or services 0.568 0.568 0.568 removed 

In4 d. Prefer their own original approaches to solve problems 0.780 0.780 0.780 0.804 0.804 

 Risk-taking:      

Ri1 
a. Act ‘wait and see’ posture to minimize the probability of making 

costly decisions 
0.570 0.625 0.625 0.625 0.625 

Ri2 b. Have a strong proclivity for high-risk projects 0.223 removed 

Table 5.15                     Continued 
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Table 5.15  

Measurement Model – Indicator Reliability (Factor Loadings) - Continued 

Constructs 

Code 
Items 

Factor Loadings 

1st 

Iteration 

2nd 

Iteration 

3rd 

Iteration 

4th 

Iteration 

5th 

Iteration 

Ri3 c. Employees are encouraged to take calculated risks with new ideas 0.880 0.863 0.863 0.863 0.863 

 Pro-activeness:      

Pr1 
a. Take initiative to start acting, then wait for the respond from 

competitors 
0.575 0.575 0.625 0.625 0.650 

Pr2 b. The first business to introduce new products/services 0.560 0.560 0.599 0.599 removed 

Pr3 
c. Strong tendency to ‘follow the leader’ in introducing new products or 

ideas 
0.754 0.754 0.753 0.753 0.786 

Pr4 d. Avoid confrontation with the competitors, and let them to take actions 0.351 0.351 removed 

 Impact on Cost Reduction:      

Co1 a. Reduce the cost of communication with customers 0.883 0.883 0.882 0.881 0.885 

Co2 b. Reduce the cost of advertising and promotion 0.882 0.882 0.881 0.882 0.881 

C03 c. Reduce the cost of customer service and support 0.863 0.862 0.865 0.864 0.862 

 Impact on Sales Increase:      

Sa1 a. Increase sales transaction with customers 0.936 0.936 0.936 0.936 0.936 

Sa2 b. Increase the sales volume 0.960 0.960 0.960 0.960 0.960 

Sa3 c. Increase the sales enquiries from customers 0.903 0.903 0.903 0.902 0.902 

Sa4 d. Increase the number of customers 0.928 0.928 0.928 0.929 0.928 

 Impact on Customer Relations and Services:      

Br1 a. Enhance customer service 0.871 0.871 0.871 0.871 0.870 

Br2 b. Increase customer loyalty and retention 0.890 0.890 0.890 0.889 0.890 

Br3 c. Improve customer relationship 0.873 0.874 0.874 0.874 0.874 

 Impact on Information Accessibility:      

Ba1 a. Enable easier access to competitor information 0.852 0.852 0.852 0.852 0.852 

Ba2 b. Enable easier access to market information 0.899 0.898 0.898 0.899 0.899 

Ba3 c. Enable faster delivery of information to customers 0.829 0.828 0.828 0.828 0.828 

Age Company Age (Control variable) 1.000 1.000 1.000 1.000 1.000 

Size Company Size (Control variable) 1.000 1.000 1.000 1.000 1.000 
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5.3.1.2 Composite Reliability 

The second stage that is carried out after the indicator reliability is said eligible is to 

test the internal consistency (composite reliability) of the constructs involved in the 

model. Composite Reliability (CR) aims to measure internal data consistency. 

Cronbach's alpha (α) is the most commonly used method for this CR assessment. A 

construct with high α value indicates that the items within the construct have similar 

range and meaning (Cronbach, 1971). In other words, it provides an estimate of the 

reliability based on inter-correlation of the observed indicators. However, some 

researchers found two weaknesses of this α coefficient, namely the assumption that 

all indicators have equal factor scores loaded to the construct (Werts, Linn & 

Joreskog, 1974) and the sensitivity to the number of items in the construct, which 

tends to underestimate the internal consistency reliability (Hair et al., 2017). On this 

basis, Hair et al. (2017) suggested a measurement model to test internal consistency 

using composite reliability. A satisfactory CR value is in the range 0.70-0.90 to 

indicate adequate convergence or internal consistency. Values of α greater than 0.90 

are not desirable because it indicates that all the indicators are measuring the same 

phenomenon and are unlikely to constitute valid reliability assessment of a construct 

(Hair et al., 2017). Whereas values of α greater than 0.60 are acceptable in 

exploratory research. 

 

Similar to the assessment process for indicator reliability through five iterations, the 

results of the internal consistency test as presented in Table 5.16 show that in the first 

iteration the CR value in the RISK (Risk-taking) construct is 0.602 and PROAC 

(Pro-activeness) of 0.653, are at below 0.70 (bold line with grey color). This means 

that internally the data is not consistent. Along with the elimination of several 
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indicators to obtain a unidimensional reflective model in the first stage, up to the fifth 

iteration the CR value which is still below 0.70 is the PROAC (Pro-activeness) 

construct, which is 0.682. However, based on other requirements that determine CR 

scores, i.e. the convergent validity (using the AVE score), hence as long as the AVE 

score is above the 0.50 threshold, the PROAC construct was retained (See Table 

5.17). So, it can be concluded that all constructs (except PROAC) involved in the 

model are internally consistent. 

 

Table 5.16 

Measurement Model – Internal Consistency (Composite Reliability) 

Constructs  Items 

Composite Reliability (CR) 

1st 

Iteration 

2nd 

Iteration 

3rd 

Iteration 

4th 

Iteration 

5th 

Iteration 

SM4MK Social Media for Marketing 0.881 0.881 0.881 0.881 0.881 

SM4CR Social Media for Customer 

Relations and Services 

0.912 0.912 0.912 0.912 0.912 

SM4IA Social Media for Information 

Accessibility 

0.816 0.816 0.816 0.816 0.816 

INNO Innovativeness 0.837 0.837 0.837 0.858 0.858 

RISK Risk-taking 0.602 0.719 0.719 0.719 0.719 

PROAC Pro-activeness 0.653 0.653 0.699 0.699 0.682 

COST Cost Reduction 0.908 0.908 0.908 0.908 0.908 

SALES Sales Increase 0.964 0.964 0.964 0.964 0.964 

BTCR Better Customer Relations 

and Services 

0.910 0.910 0.910 0.910 0.910 

BTAC Better Information 

Accessibility 

0.895 0.895 0.895 0.895 0.895 

CAGE Company Age (Control 

variable) 

1.000 1.000 1.000 1.000 1.000 

CSIZE Company Size (Control 

variable) 

1.000 1.000 1.000 1.000 1.000 

 

5.3.1.3 Convergent Validity 

In the third stage, convergent validity is assessed by looking at the AVE value of 

each construct involved in the model. According to Urbach and Ahlemann (2010), 

convergent validity refers the degree to which individual indicators reflect a 

construct converging in comparison to indicators measuring other constructs. In other 

words, it is a degree to which a latent construct explains the variance of its indicators 
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(Hair et al., 2017). To meet adequate convergent validity, each construct should 

achieve at least 50 percent of the assigned indicator's variance (Bagozzi & Yi, 1988; 

Hair et al., 2017). Thus, AVE is aimed at ensuring that latent variables have the 

ability to explain more than half the average indicator variance (Hair et al., 2017; 

Henseler et al., 2015). 

 

Along with testing indicators of reliability and CR which were carried out in the first 

and second stages, that was through five iterations, Table 5.17 shows that in the first 

iteration there are two constructs have AVE values below the threshold of 0.50, 

namely the RISK (Risk-taking) construct of 0.383 and PROAC ( Pro-activeness) of 

0.334 (bold line with grey color). Through the elimination of indicators performed in 

the first stage, i.e. removing the Ri2 indicator, causing the AVE of the RISK 

construct increased to 0.568, while the PROAC construct did not change. In the third 

iteration by deleting the Pr4 indicator, the AVE value in the RISK construct did not 

change, while the PROAC construct increased to 0.439. Furthermore, in the fourth 

iteration, the In3 indicator is erased and it did not change the AVE score of the two 

constructs. Finally, the fifth interaction is carried out by removing the Pr2 indicator, 

and giving an increase in the AVE on the PROAC construct to 0.520, while the RISK 

construct did not change, remains 0.568. These results provide evidence that the 

AVE values of all constructs are above the threshold of 0.50, so it can be concluded 

that the measurement model has met the convergent validity. 
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Table 5.17  

Measurement Model – Convergent Validity (Average Variance Extracted) 

Constructs  Items 

Average Variance Extracted (AVE) 

1st 

Iteration 

2nd 

Iteration 

3rd 

Iteration 

4th 

Iteration 

5th 

Iteration 

SM4MK Social Media for Marketing 0.651 0.651 0.651 0.651 0.651 

SM4CR Social Media for Customer 

Relations and Services 

0.636 0.636 0.636 0.636 0.636 

SM4IA Social Media for Information 

Accessibility 

0.598 0.598 0.598 0.598 0.598 

INNO Innovativeness 0.568 0.568 0.568 0.669 0.669 

RISK Risk-taking 0.383 0.568 0.568 0.568 0.568 

PROAC Pro-activeness 0.334 0.334 0.439 0.439 0.520 

COST Cost Reduction 0.767 0.767 0.767 0.767 0.767 

SALES Sales Increase 0.869 0.869 0.869 0.869 0.869 

BTCR Better Customer Relations 

and Services 

0.771 0.771 0.771 0.771 0.771 

BTAC Better Information 

Accessibility 

0.740 0.740 0.740 0.740 0.740 

CAGE Company Age (Control 

variable) 

1.000 1.000 1.000 1.000 1.000 

CSIZE Company Size (Control 

variable) 

1.000 1.000 1.000 1.000 1.000 

 

5.3.1.4 Discriminant Validity 

The fourth stage is the measurement of discriminant validity which refers to the 

degree to which indicators differentiate across constructs (Hair et al., 2017; Henseler 

et al., 2015). It measures different concepts by examining the correlations between 

potentially overlapping construct measures. In addition, it is also to ensure that there 

are no cross-load problems associated with the items being measured (Fornell & 

Larcker, 1981). A high discriminant validity value means that the construct is unique 

in measuring a phenomenon in such a way that it cannot be taken by other constructs 

(Hair et al., 2010). In other words, to what extent the constructs under investigation 

are truly distinct from one another (Ramayah, Cheah, Chuah, Ting & Memon, 2018). 

There are three criteria for testing discriminant validity, namely Fornell and Larcker's 

criterion, cross-loadings criterion and Heterotrait-Monotrait ratio of correlation 

(HTMT). 
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a) Fornell and Larcker's criterion 

To evaluate structural equation models, Fornell and Larcker (1981) suggested that a 

latent variable should explain better the variance on its own indicators than the 

variance of other latent variables. Therefore, each AVE construct must be compared 

with its square correlation with other constructs in the model. The AVE of a latent 

variable should be higher than the squared correlation between the latent variable and 

all other variables or the square root of AVE on the diagonal should be higher than 

the correlation of the off-diagonal (Ramayah et al., 2018). 

 

The discriminant validity test for Fornell and Larcker's criterion as presented in 

Table 5.18 shows that all the constructs involved in the model have sufficient or 

satisfactory discriminant validity (bold numbers with grey color). This can be seen 

from the AVE square root on each construct (diagonal) which is greater than the 

correlation (off-diagonal) of all other reflective constructs. For example, the AVE 

value in the INNO (Innovativeness) construct is 0.669. The square root of 0.669 = 

0.818, which is larger than the other constructs, i.e. 0.315 (BTAC), 0.415 (BTCR), -

0.125 (CAGE), 0.138 (COST) and 0.069 (CSIZE). 

 

Table 5.18 

Fornell & Larcker’s Criterion 
BTAC BTCR CAGE COST  CSIZE    INNO  PROAC   RISK   SALES  SM4CR SM4IA SM4MK 

BTAC 0.860            

BTCR 0.648 0.878           

CAGE -0.066 -0.087 1.000          

COST 0.458 0.474 -0.096 0.876         

CSIZE -0.086 -0.062 0.187 -0.057 1.000        

INNO 0.315 0.415 -0.125 0.138 0.069 0.818       

PROAC 0.456 0.377 -0.084 0.307 0.120 0.338 0.721      

RISK 0.345 0.374 0.010 0.181 0.103 0.361 0.299 0.753     

SALES 0.634 0.736 -0.178 0.552 -0.049 0.400 0.292 0.232 0.932    

SM4CR 0.617 0.703 -0.110 0.429 -0.028 0.384 0.359 0.406 0.695 0.797   

SM4IA 0.635 0.428 -0.030 0.321 -0.006 0.261 0.423 0.276 0.465 0.566 0.773  

SM4MK 0.569 0.422 -0.151 0.288 -0.069 0.343 0.427 0.241 0.452 0.606 0.627    0.807 
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b) Cross-loadings criterion 

The second procedure that can be done to test discriminant validity is to use the 

cross-loadings criterion (Chin, 2010), which required that the loadings of indicators 

on the assigned latent variable should be higher than the loadings on all other latent 

variables (Ngah, Zainuddin & Thurasamy, 2015). The difference between loadings 

across latent variables must not be less than 0.1 (Chin, 1998; Snell & Dean, 2003). If 

each indicator's loading is higher for its designated construct compared to that of 

other constructs, hence it can be said that the indicators of different constructs are not 

inter-changeable (Ramayah et al., 2018). 

 

Table 5.19 provides information on how the loading factors for each indicator in a 

latent construct/variable involved in the model give a greater value than all the 

indicators on the construct/other latent variable (bold numbers with grey color). For 

example, the COST (Cost Reduction) construct has 3 indicators, namely Co1 (0.885), 

Co2 (0.881) and Co3 (0.862) whose values are greater than all indicators in other 

constructs, i.e. AGE (-0.096), Ba1 (0.370) , Ba2 (0.387), Ba3 (0.431), Br1 (0.426), 

Br2 (0.424), Br3 (0.398), Cs1 (0.342), and so on up to SIZE (-0.057). Thus, it can be 

concluded that the COST construct has sufficient or satisfactory discriminant validity 

(Chin, 2010). This result also applies to other constructs. 
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Table 5.19  

Discriminant Validity (Cross Loadings) 
 CAGE BTAC BTCR COST SM4CR SM4IA INNO    SM4MK PROAC RISK SALES CSIZE 

Age 1.000 -0.066 -0.087 -0.096 -0.110 -0.030 -0.125 -0.151 -0.084 0.010 -0.178 0.187 

Ba1 -0.103 0.852 0.495 0.370 0.505 0.623 0.262 0.495 0.417 0.364 0.474 -0.066 

Ba2 -0.036 0.899 0.565 0.387 0.531 0.545 0.310 0.591 0.404 0.262 0.580 -0.092 

Ba3 -0.027 0.828 0.623 0.431 0.560 0.458 0.237 0.370 0.351 0.258 0.592 -0.062 

Br1 -0.095 0.637 0.870 0.426 0.637 0.374 0.359 0.347 0.316 0.345 0.710 -0.040 

Br2 -0.095 0.530 0.890 0.424 0.592 0.381 0.351 0.417 0.389 0.330 0.600 -0.056 

Br3 -0.039 0.538 0.874 0.398 0.621 0.373 0.382 0.350 0.291 0.310 0.625 -0.068 

Co1 -0.021 0.375 0.366 0.885 0.303 0.279 0.019 0.173 0.270 0.099 0.426 -0.086 

Co2 -0.041 0.448 0.473 0.881 0.427 0.331 0.225 0.364 0.318 0.162 0.557 -0.005 

Co3 -0.079 0.374 0.398 0.862 0.388 0.227 0.102 0.202 0.213 0.210 0.455 -0.067 

Cs1 -0.075 0.565 0.641 0.342 0.865 0.497 0.328 0.523 0.306 0.360 0.578 0.005 

Cs2 -0.107 0.623 0.641 0.376 0.841 0.539 0.282 0.502 0.403 0.351 0.603 -0.042 

Cs3 -0.122 0.473 0.599 0.367 0.854 0.395 0.353 0.452 0.257 0.278 0.608 0.030 

Cs4 -0.039 0.438 0.497 0.287 0.752 0.487 0.242 0.464 0.325 0.391 0.464 -0.044 

Cs5 -0.029 0.325 0.416 0.343 0.716 0.404 0.215 0.350 0.224 0.244 0.428 -0.009 

Cs6 -0.137 0.470 0.525 0.339 0.744 0.375 0.399 0.588 0.183 0.310 0.614 -0.077 

If1 -0.041 0.473 0.309 0.311 0.455 0.789 0.211 0.514 0.344 0.152 0.367 -0.120 

If2 -0.050 0.589 0.395 0.211 0.429 0.850 0.213 0.530 0.329 0.237 0.420 0.034 

If3 0.031 0.393 0.279 0.229 0.437 0.670 0.180 0.401 0.311 0.257 0.281 0.079 

In1 -0.109 0.387 0.386 0.137 0.376 0.352 0.878 0.448 0.400 0.369 0.352 0.036 

In2 -0.076 0.156 0.216 0.009 0.179 0.191 0.768 0.221 0.209 0.251 0.202 0.125 

In4 -0.113 0.168 0.371 0.153 0.333 0.061 0.804 0.118 0.172 0.243 0.386 0.042 

Mk1 -0.147 0.535 0.371 0.239 0.511 0.582 0.285 0.877 0.425 0.249 0.394 -0.060 

Mk2 -0.135 0.438 0.339 0.212 0.523 0.500 0.363 0.881 0.406 0.176 0.368 -0.064 

Mk3 -0.008 0.410 0.249 0.138 0.410 0.428 0.162 0.699 0.308 0.295 0.239 0.017 

Mk4 -0.172 0.444 0.390 0.329 0.505 0.499 0.277 0.755 0.227 0.075 0.437 -0.102 

Pr1 -0.100 0.240 0.273 0.195 0.227 0.299 0.185 0.246 0.650 0.045 0.240 0.075 

Pr3 -0.029 0.404 0.274 0.244 0.288 0.313 0.293 0.361 0.786 0.357 0.189 0.097 

Ri1 -0.018 0.187 0.241 0.052 0.246 0.061 0.336 0.064 0.035 0.625 0.155 0.035 

Ri3 0.024 0.316 0.318 0.196 0.355 0.310 0.241 0.264 0.357 0.863 0.195 0.108 

Sa1 -0.203 0.557 0.661 0.511 0.615 0.411 0.379 0.398 0.249 0.204 0.936 -0.035 

Sa2 -0.154 0.627 0.692 0.520 0.665 0.471 0.422 0.442 0.330 0.227 0.960 0.014 

Sa3 -0.133 0.596 0.686 0.541 0.644 0.416 0.272 0.397 0.276 0.191 0.903 -0.096 

Sa4 -0.173 0.583 0.701 0.488 0.667 0.434 0.411 0.444 0.232 0.242 0.928 -0.069 

Size 0.187 -0.086 -0.062 -0.057 -0.028 -0.006 0.069 -0.069 0.120 0.103 -0.049 1.000 

 

 

c) Heterotrait-Monotrait ratio of correlation (HTMT) 

With regard to discriminant validity testing, a number of researchers argued that 

Fornell and Larcker's criteria and cross-loadings only function well in situations with 

heterogeneous loadings patterns and large sample sizes, but fail to identify 

discriminant validity issues in more homogeneous and small sample loadings 

patterns (Henseler, Ringle & Sarstedt, 2015). The Fornell and Larcker's criteria also 

result in a very low level of sensitivity, or fail to detect a lack of discriminant 
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validity, especially when the AVE is low (Henseler et al., 2015; Rönkkö & 

Evermann, 2013). On the other hand, the cross-loadings criteria also failed to identify 

the problem of discriminant validity, as it resulted in a sensitivity value of 0% across 

all combination of factor levels (Henseler et al., 2015). Therefore, Henseler et al. 

(2015) suggested assessing the heterotrait-monotrait (HTMT) ratio of the correlation, 

which is the average of the heterotrait-heteromethod correlation (i.e. the correlation 

of indicators across constructs measuring different phenomena), relative to the mean 

of the monotrait-heteromethod correlation (i.e. correlation of indicators within the 

same construct). There are two ways to use HTMT to assess discriminant validity: 

(1) as a criterion or (2) as a statistical test. 

 

HTMT that is treated as a criterion must involve comparison with a predetermined 

threshold. If the HTMT value is higher than the threshold, it can be concluded that 

there is a lack of discriminant validity. Some authors recommended a threshold of 

0.85 and name it HTMT0.85 (Clark & Watson 1995; Kline 2011), while others 

proposed a threshold of 0.90 and call it HTMT0.90 (Gold et al. 2001; Teo et al. 2008). 

On the other hand, HTMT can serve as the basis for a statistical test of discriminant 

validity (called HTMTinference). Testing is done with a bootstrap procedure that allows 

building a confidence interval for HTMTinference, and aims to test the null hypothesis 

(H0: HTMT ≥ 1) against the alternative hypothesis (H1: HTMT <1). If the confidence 

interval contains a value of 1 or above, this condition indicates a lack of discriminant 

validity. However, if the value 1 falls outside the range of the interval, it means that 

the two constructs are different empirically (Hair et al., 2015). Assessment of 

discriminant validity using HTMTinference needs to adjust the upper and lower limits 
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of the confidence interval in each test to maintain the error rate at a predetermined α 

(Anderson & Gerbing 1988; Hair et al., 2015). 

 

The HTMT test results using the SmartPLS 3.2.7 software as presented in Table 

5.20, show that all the constructs entered in the model have an HTMT value smaller 

than 0.85, except for the PROAC (Pro-activeness) construct which has an HTMT 

value greater than 1 (bold numbers with grey color). This indicates that, except for 

the PROAC construct, all constructs in the model can be declared as valid 

discriminants. Referring to the assessment stages of indicator reliability, composite 

reliability, convergent validity and discriminant validity, the PROAC construct 

always gives the lowest scores compared to other constructs. Even though the 

PROAC construct has actually met the threshold required in each of the previous 

tests, HTMT has proven that the PROAC construct has deficiencies in discriminant 

validity or has lower quality of instrument validity. 

 

Table 5.20 

Hetero-trait-Mono-trait (HTMT0.85 Criterion) 
 BTAC   BTCR   CAGE     COST   CSIZE   INNO   PROAC   RISK  SALES  SM4CR SM4IA SM4MK 

BTAC            

BTCR 0.777           

CAGE 0.071 0.094          

COST 0.547 0.553 0.100         

CSIZE 0.094 0.068 0.187 0.065        

INNO 0.363 0.488 0.138 0.169 0.094       

PROAC 1.755 1.476 0.321 1.177 0.427 1.275      

RISK 0.725 0.796 0.055 0.377 0.187 0.841 2.494     

SALES 0.721 0.817 0.183 0.610 0.059 0.445 1.092 0.469    

SM4CR 0.712 0.799 0.113 0.491 0.046 0.433 1.345 0.834 0.752   

SM4IA 0.848 0.567 0.065 0.430 0.124 0.346 1.876 0.610 0.582 0.746  

SM4MK 0.686 0.503 0.159 0.334 0.083 0.396 1.658 0.487 0.506 0.708 0.847 

 

To overcome the problems that occur in the PROAC construct, hence as 

recommended by Henseler et al. (2015), a further procedure is needed, namely 

treating HTMT as the basis for a statistical test of discriminant validity 
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(HTMTinference). Through the bootstrapping procedure, a confidence interval (CI) will 

be formed which can be used to evaluate the sensitivity level of discriminant validity 

testing between the same composite indicators and between different composite 

indicators. 

 

Table 5.21 presents the HTMTinference score through the bootstrapping procedure with 

a resample of 5000 as suggested by Hair et al. (2017), where the confidence intervals 

of each interaction between the same composite indicators and different ones are 

displayed. With this condition, then as recommended by Henseler et al. (2015), if the 

value 1 is outside the interval range, then this shows that the two constructs 

interacting are different empirically. In fact, Table 5.21 shows that all HTMTinference 

values on the PROAC construct containing the number 1 are not outside the interval 

range (bold line with grey color). In conclusion, the PROAC construct does have low 

quality of discriminant validity. Relevant to this condition, Shaffer (1995, p. 575) 

stated that “testing with confidence intervals has the advantage that they provide 

more information by indicating the direction and something about the magnitude of 

the difference or, if the hypothesis is not rejected, the strength of these procedures 

can be measured by its interval range”. Ramayah et al. (2018) also noted that if 

researchers take HTMT to the extreme by removing indicators only to achieve 

HTMT results, it is likely to distort results later in the structural analysis process due 

to the lack of correlation strength to predict the postulated relationships. Likewise, 

Hair et al. (2010, 2017) strongly recommended not removing more than 20% of the 

total indicators in the model. For this reason, the researcher retained the PROAC 

construct to be included in the next analysis. 
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Table 5.21 

Hetero-trait-Mono-trait (HTMTinference) (Bootstrapping with 5000 sub-samples) 

   Original Sample (O) Bias  2.5%  97.5% 
BTCR -> BTAC  0.777   0.000  0.655  0.878  

CAGE -> BTAC  0.071   0.026  0.013  0.158  

CAGE -> BTCR  0.094   0.014  0.022  0.231  

COST -> BTAC  0.547   0.003  0.362  0.709  

COST -> BTCR  0.553   0.003  0.353  0.727  

COST -> CAGE  0.100   0.018  0.030  0.215  

CSIZE -> BTAC  0.094   0.013  0.020  0.239  

CSIZE -> BTCR  0.068   0.022  0.014  0.184  

CSIZE -> CAGE  0.187   -0.000  0.047  0.319  

CSIZE -> COST  0.065   0.029  0.008  0.145  

INNO -> BTAC  0.363   0.006  0.214  0.507  

INNO -> BTCR  0.488   0.004  0.293  0.645  

INNO -> CAGE  0.138   0.005  0.035  0.285  

INNO -> COST  0.169   0.032  0.081  0.271  

INNO -> CSIZE  0.094   0.025  0.020  0.203  

PROAC -> BTAC 1.755   0.222  0.973  15.920 

PROAC -> BTCR 1.476   0.189  0.797  12.589 

PROAC -> CAGE 0.321   0.140  0.050  1.3490 

PROAC -> COST 1.177   0.172  0.595  10.430 

PROAC -> CSIZE 0.427   0.101  0.106  2.7510 

PROAC -> INNO 1.275   0.183  0.672  10.211  

RISK -> BTAC  0.725   0.154  0.340  1.195  

RISK -> BTCR  0.796   0.166  0.399  1.405  

RISK -> CAGE  0.055   0.142  0.003  0.089  

RISK -> COST  0.377   0.147  0.075  0.670  

RISK -> CSIZE  0.187   0.096  0.018  0.456  

RISK -> INNO  0.841   0.213  0.396  1.440  

RISK -> PROAC  2.494   1.375  0.836  11.057  

SALES -> BTAC  0.721   0.001  0.614  0.806  

SALES -> BTCR  0.817   0.001  0.727  0.884  

SALES -> CAGE  0.183   -0.002  0.052  0.315  

SALES -> COST  0.610   0.004  0.420  0.761  

SALES -> CSIZE 0.059   0.024  0.018  0.127  

SALES -> INNO  0.445   0.005  0.289  0.593  

SALES -> PROAC 1.092   0.145  0.561  9.4390  

SALES -> RISK  0.469   0.115  0.095  0.850  

SM4CR -> BTAC 0.712   -0.000  0.580  0.812  

SM4CR -> BTCR 0.799   0.000  0.682  0.882  

SM4CR -> CAGE 0.113   0.015  0.037  0.238  

SM4CR -> COST 0.491   -0.000  0.321  0.647  

SM4CR -> CSIZE 0.046   0.041  0.014  0.058  

SM4CR -> INNO  0.433   0.005  0.273  0.570  

SM4CR -> PROAC 1.345   0.172  0.717  11.959  

SM4CR -> RISK  0.834   0.211  0.422  1.545  

SM4CR -> SALES 0.752   0.000  0.652  0.831  

SM4IA -> BTAC  0.848   0.003  0.706  0.973  
SM4IA -> BTCR  0.567   0.002  0.352  0.735  

SM4IA -> CAGE  0.065   0.038  0.010  0.120  

SM4IA -> COST  0.430   0.004  0.236  0.618  

SM4IA -> CSIZE  0.124   0.020  0.034  0.207  

 SM4IA -> INNO  0.346   0.027  0.196  0.489  

SM4IA -> PROAC 1.876   0.274  0.986  15.590  

SM4IA -> RISK  0.610   0.216  0.178  0.946  

Table 5.21                  Continued 
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Table 5.21 

Hetero-trait-Mono-trait (HTMTinference) (Bootstrapping with 5000 sub-samples) - 

Continued 

   Original Sample (O) Bias  2.5%  97.5% 
SM4IA -> SALES 0.582   0.003  0.409  0.727  

SM4IA -> SM4CR 0.746   0.001  0.600  0.863  

SM4MK -> BTAC 0.686   0.001  0.557  0.787  

SM4MK -> BTCR 0.503   0.002  0.342  0.624  

SM4MK -> CAGE 0.159   0.015  0.053  0.271  

SM4MK -> COST 0.334   0.009  0.168  0.504  

SM4MK -> CSIZE 0.083   0.024  0.020  0.169  

SM4MK -> INNO 0.396   0.014  0.259  0.521  

SM4MK -> PROAC 1.658   0.223  0.895  13.457  

SM4MK -> RISK 0.487   0.179  0.190  0.786  

SM4MK -> SALES 0.506   0.003  0.346  0.644  

SM4MK -> SM4CR 0.708   0.002  0.577  0.802  

SM4MK -> SM4IA 0.847   0.004  0.727  0.956  

 

5.3.1.5 Recapitulation of Measurement Model (Outer-model) 

From the procedure for testing the measurement model (outer-model) that has been 

carried out from the first to the sixth stages, conclusions are then made as presented 

in the following Table 5.22. 

 

Table 5.22 

Recapitulation of Measurement Model Assessment (Outer-model) 

Stage Assessment 
Name of 

Index 
Pre-requisite Result 

1 

Indicator 

Reliability/ 

Factor 

Loadings 

Indicator 

loadings 

Loading factors ≥ 0.708; 

Loadings ≥ 0.4 and ≤ 0.70 

is adequate if other items 

have high scores of 

loadings to compliment CR 

and AVE 

All indicators have loading 

factors ≥ 0.60, means all 

constructs have a covary 

distribution of loading 

factors. 

2 
Internal 

Consistency 

Composite 

Reliability 

(CR) 

CR > 0.90 (Not desirable) 

CR > 0.70-0.90 

(Satisfactory) 

CR > 0.60 (for exploratory 

research) 

All constructs are internally 

consistent because they 

have CR values > 0.70, 

except PROAC construct 

with CR = 0.682. 

3 
Convergent 

Validity 

Average 

Variance 

Extracted 

(AVE) 

AVE > 0.50 

All constructs are above the 

AVE threshold > 0.50, so 

that the model meets the 

construct validity. 

Table 5.22                 Continued 
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Table 5.22 

Recapitulation of Measurement Model Assessment (Outer-model) - Continued 

Stage Assessment 
Name of 

Index 
Pre-requisite Result 

4 
Discriminant 

Validity 

Fornell & 

Larcker’s 

Criterion 

The square root of AVE of 

a construct should be larger 

than the correlation 

between the construct and 

other constructs in the 

model 

All constructs have 

satisfactory discriminant 

validity where the square 

root of AVE on each 

construct (diagonal) is 

larger than the correlation 

(off-diagonal) of all other 

constructs. 

Cross-

loadings 

Loadings of each indicators 

are the highest for their 

designated constructs 

Loading factors for each 

indicator in the construct 

provides the highest value 

compared to all indicators 

in other constructs. 

Heterotrait-

Monotrait 

(HTMT) 

ratio of 

correlation 

HTMT0.85 (Stringent) 

HTMT0.90 (Conservative) 

HTMTinference (Liberal) – 

90% bootstrap confidence 

interval of HTMT include 

the value of -1<HTMT<1 

- All constructs have 

HTMT values < 0.85, so 

the model is valid 

discriminant, except for 

PROAC construct with 

HTMT values > 1. 

- All HTMTinference values 

in PROAC construct 

containing the number 1 

are not outside the 

interval range, so that 

PROAC construct does 

have low discriminant 

validity. 

 

 

The final results for the measurement model after testing in six stages are shown in 

Figure 5.2 below. 
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Figure 5.2 

Final result of Measurement model 

 

5.3.2 Structural Model Assessment (Inner-model) 

Based on the results and conclusions obtained from the measurement model (outer-

model), the procedure is continued by testing the structural model (inner-model). The 

aim is to assess the strength of the model proposed in this study. A bootstrapping 

procedure with a resample as much as 5000 (following the suggestion of Hair et al., 

2017) was used in structural model testing. There are six steps that must be 

performed in testing the structural model, i.e. literal collinearity issues, significance 

and relevance of the relationship (path coefficient), coefficient of determination (R2), 

effect size (f2), predictive relevance (Q2), and Goodness of Fit of the model. The 

following section describes the stages in structural model testing. 
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5.3.2.1 Literal Collinearity Issues 

The first stage in structural model testing is to check whether there is a literal 

collinearity problem which is assessed using the Variance Inflator Factor (VIF) 

collinearity statistic. Literal collinearity occurs when there are two hypothesized 

variables have a causal relationship in measuring the same construct. In other words, 

each set of predictor constructs needs to be assessed separately for each subset of the 

structural model (Ramayah et al., 2018). The conditions that must be met are that the 

VIF value is ≤ 3.3 (Diamantopoulos & Siguaw, 2006) or VIF ≤ 5 (Hair et al., 2011). 

The higher the VIF, the more potential collinearity occurred between the two 

(Diamantopoulos & Siguaw, 2006). 

 

Table 5.23 displays the results of literal correlation testing for models that have 

passed the previous measurement model testing. The Inner-VIF value for all 

independent (exogenous) variables/constructs against the dependent (endogenous) 

variable/construct shows no VIF value ≤ 3.3 (Diamantopoulos & Siguaw, 2006) or 

VIF ≤ 5 (Hair et al., 2011). These results indicate that there is no multi-collinearity 

among the variables/constructs involved in the model. 

 

Table 5.23 

Literal Collinearity – Variance Inflation Factor (Inner VIF) 
 BTAC BTCR CAGE COST   CSIZE    INNO  PROAC  RISK  SALES SM4CR SM4IASM4MK 

BTAC             

BTCR             

CAGE 1.083 1.083  1.083     1.083    

COST             

CSIZE 1.083 1.083  1.083     1.083    

INNO 1.331 1.331  1.331     1.331    

PROAC 1.405 1.405  1.405     1.405    

RISK 1.322 1.322  1.322     1.322    

SALES             

SM4CR 1.968 1.968  1.968  1.738 1.738 1.738 1.968    

SM4IA 1.902 1.902  1.902  1.809 1.809 1.809 1.902    

SM4MK 2.096 2.096  2.096  1.946 1.946 1.946 2.096  
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5.3.2.2 Path Coefficient 

The second stage after the absence of literal collinearity in the model is to test the 

significance and relevance of the structural model relationship. The bootstrapping 

procedure is performed because PLS is a non-parametric analysis that does not need 

assumption about the data distribution. If the data is not-normal, the t-values will be 

inflated or deflated which will lead to Type I error (Wong, 2013). A sub-sample of 

5000 is used to determine bootstrap standard errors, which in turn give approximate 

t-values for significance testing of the structural path, so the bootstrap results can 

approximate the normality of data (Wong, 2013). The path coefficient should be at 

least at the 0.05 level of significance (α = 5%), although it is also allowed to use α = 

1% or 10% (Hair et al., 2017). The critical score for α = 1% is 2.58, α = 5% is 1.96 

and α = 10% is 1.645, in the two-tailed test. 

 

Table 5.24 presents the results of the bootstrapping procedure using SmartPLS 3.27 

software, and shows that a number of latent variables interacted with other latent 

variables in the model have a significant relationship (bold line with grey color), 

while a number of other interactions proved insignificant. For example, the 

interaction between INNO (Innovativeness) and SALES (Sales Increase) is 0.173 

with t-statistic = 2.677 and p-value = 0.008, while the interaction between RISK 

(Risk-taking) and SALES (Sales Increase) is -0.103 with t -statistics = 1.659 and p-

value = 0.098. This means that the two relationships between latent variables, both 

INNO ➔ SALES and RISK ➔ SALES meet the statistical significance requirements 

because the critical values of both are greater than the threshold, i.e. 2.667 > 1.96 (α 

= 5%) and 1.659 > 1.654 (α = 10%). The regression coefficient for the relationship 

between INNO ➔ SALES = 0.173 means, if there is an increase in innovativeness 
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with 1 unit, it will improve sales with 0.173 units, because their relationship is 

positive. Whereas the regression coefficient for the relationship between RISK ➔ 

SALES = -0.103, means if there is an increase in risk-taking with 1 unit, it will 

reduce sales with 0.103 units, because their relationship is negative. 

 

Table 5.24 

Path Coefficient 
   Original  Standard        T       P Decision 

     Sample (O)  Deviation          Statistics   Values 

CAGE -> BTAC  0.024  0.047  0.504  0.615 Rejected 

CAGE -> BTCR  0.013  0.049  0.258  0.796 Rejected 

CAGE -> COST  -0.042  0.064  0.664  0.507 Rejected 

CAGE -> SALES  -0.087  0.048  1.810  0.071 Accepted** 

CSIZE -> BTAC  -0.102  0.050  2.044  0.041 Accepted* 

CSIZE -> BTCR  -0.085  0.048  1.759  0.079 Accepted** 

CSIZE -> COST  -0.060  0.071  0.844  0.399 Rejected 

CSIZE -> SALES -0.021  0.051  0.402  0.688 Rejected 

INNO -> BTAC  0.018  0.063  0.284  0.777 Rejected 

INNO -> BTCR  0.146  0.078  1.865  0.063 Accepted** 

INNO -> COST  -0.070  0.105  0.670  0.503 Rejected 

INNO -> SALES  0.173  0.065  2.677  0.008 Accepted* 

PROAC -> BTAC 0.163  0.064  2.554  0.011 Accepted* 

PROAC -> BTCR 0.128  0.071  1.809  0.071 Accepted** 

PROAC -> COST 0.191  0.089  2.146  0.032 Accepted* 

PROAC -> SALES 0.007  0.062  0.115  0.909 Rejected 

RISK -> BTAC  0.074  0.073  1.015  0.311 Rejected 

RISK -> BTCR  0.055  0.075  0.740  0.460 Rejected 

RISK -> COST  -0.004  0.102  0.039  0.969 Rejected 

RISK -> SALES  -0.103  0.062  1.659  0.098 Accepted** 

SM4CR -> BTAC 0.277  0.086  3.219  0.001 Accepted* 

SM4CR -> BTCR 0.617  0.066  9.352  0.000 Accepted* 

SM4CR -> COST 0.368  0.098  3.746  0.000 Accepted* 

SM4CR -> INNO  0.281  0.092  3.060  0.002 Accepted* 

SM4CR -> PROAC 0.091  0.085  1.076  0.283 Rejected 

SM4CR -> RISK  0.385  0.081  4.771  0.000 Accepted** 

SM4CR -> SALES 0.620  0.066  9.340  0.000 Accepted* 

SM4IA -> BTAC  0.318  0.070  4.576  0.000 Accepted* 

SM4IA -> BTCR  0.029  0.077  0.368  0.713 Rejected 

SM4IA -> COST  0.084  0.092  0.915  0.361 Rejected 

SM4IA -> INNO  -0.010  0.085  0.122  0.903 Rejected 

SM4IA -> PROAC 0.228  0.097  2.339  0.020 Accepted* 

SM4IA -> RISK  0.088  0.090  0.978  0.329 Rejected 

SM4IA -> SALES 0.127  0.061  2.077  0.038 Accepted* 

SM4MK -> BTAC 0.105  0.069  1.510  0.132 Rejected 

SM4MK -> BTCR -0.092  0.066  1.381  0.168 Rejected 

SM4MK -> COST -0.055  0.101  0.544  0.587 Rejected 

SM4MK -> INNO 0.179  0.085  2.101  0.036 Accepted* 

SM4MK -> PROAC 0.229  0.089  2.582  0.010 Accepted* 

SM4MK -> RISK -0.048  0.082  0.588  0.557 Rejected 

SM4MK -> SALES -0.057  0.079  0.713  0.476 Rejected 

Remarks: *   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

   ** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 
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5.3.2.3 Coefficient of Determination (R2) 

The third stage is testing the accuracy of the model in predicting using R2 or 

coefficient of determination. R2 is a measure of the model's predictive accuracy and it 

can be viewed as the combined effect of exogenous variables on endogenous variable 

(s). It also represents the amount of variance in the endogenous construct explained 

by all of the exogenous constructs related to it. The effect range of R2 is 0<R2<1, in 

which the higher the R2 indicates the higher level of accuracy in predicting. Hair et 

al. (2017) provided the levels of predictive accuracy, i.e. R2 = 0.75 is called 

substantial, R2 = 0.50 as moderate and R2 = 0.25 is assumed weak. 

 

The accuracy of the model in predicting can be seen in Table 5.25, which implies a 

relationship between the exogenous constructs/variables of Social Media Usage 

(namely Social Media Usage for Marketing, Social Media Usage for Customer 

Relations and Services and Social Media Usage for Information Accessibility) to the 

endogenous constructs/variables (namely Cost Reduction/COST and Sales 

Increase/SALES (Financial Performance), Better Customer Relations and 

Services/BTCR and Better Information Accessibility/BTAC (Non-Financial 

Performance), Innovativeness/INNO, Risk-taking/RISK and Pro-activeness/PROAC 

(Entrepreneurial Orientation)). The results obtained indicate that the Social Media 

Use has moderate accuracy in predicting Non-Financial Performance (BTCR and 

BTAC) because all R2 scores are above 0.50. The Social Media Use has also 

moderate accuracy in predicting Financial Performance in increasing sales (SALES), 

but weak in reducing cost (COST). Meanwhile, for the Entrepreneur Orientation 

dimension, the Social Media Use has weak predictive accuracy, because all R2 scores 

are below 0.25 (bold numbers with grey color). 
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To explain accuracy in predicting, for example, the value of R2 for the relationship 

between Social Media Use and Sales Increase is 0.529, meaning 52.9% the use of 

social media by SMEs for supporting marketing, improving customer relationships 

and increasing information accessibility contributes to the company sales (SALES), 

while the remaining 47.1% is contributed by other variables that are not included in 

the model, assuming there are no changes in conditions outside the model (ceteris 

paribus). On the other hand, R2 for the relationship between Social Media Use and 

Cost Reduction (COST) of 0.225 means that the variance that occurs in the reduction 

in costs caused by the use of social media is only 22.5%, while the other 77.5% is 

caused by other factors not involved in the model. 

 

Table 5.25 

Coefficient of Determination R2 

  Original Standard       T      P  Decision 

             Sample (O)  Deviation       Statistics  Values 

BTAC  0.545  0.052  10.421  0.000 Moderate 

BTCR  0.541  0.058  9.313  0.000 Moderate 

COST  0.225  0.061  3.679  0.000 Weak 

INNO  0.167  0.055  3.044  0.002 Weak 

PROAC 0.227  0.060  3.812  0.000 Weak 

RISK  0.169  0.054  3.162  0.002 Weak 

SALES  0.529  0.052  10.208  0.000 Moderate 

 

5.3.2.4 Effect size to R2 (f2) 

The fourth stage aims to test the relative impact of a predictor construct on an 

endogenous construct using the coefficient f2 from Cohen (1988). The f2 coefficient 

assesses how strongly an exogenous construct contributes in explaining a certain 

endogenous construct, with regard to R2. Technically, R2 value is estimated with a 

particular predecessor construct and if one of the predecessor constructs is excluded, 

hence the result for R2 value will be lower. The difference of the R2 values for 

estimating the model with and without the predecessor construct is called as the 
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effect size to R2. Cohen (1988) gave a coefficient score of f2 with a classification of f2 

≥ 0.35 having a large size effect, f2 ≥ 0.15 a moderate size effect, f2 ≥ 0.02 indicating 

a small effect size, and f2 <0.02 having no effect. 

 

The results of the size effect test for R2 are presented in Table 5.26, which shows that 

exogenous constructs that contribute to explaining endogenous constructs have 

varying effect sizes, but relatively small effects are generated, some even have no 

effect at all. There are only two interactions between constructs that have a large size 

effect, namely the Social Media Use for Customer Relations to increase Non-

Financial Performance, especially the improvement of customer relationships and 

satisfaction (SM4CR ➔ BTCR) of 0.421. Another one is the interaction between 

Social Media Use for Customer Relations to increase Sales (SM4CR ➔ SALES) by 

0.415 (bold line with grey color). 

 

Table 5.26 

Effect size to R2 (f2) 

   Original Standard     T     P           Effect size 

         Sample (O)  Deviation        Statistics Values         to R2 

CAGE -> BTAC 0.001  0.009  0.132 0.895  None  

CAGE -> BTCR 0.000  0.008  0.039 0.969  None 

CAGE -> COST 0.002  0.009  0.230 0.818  None 

CAGE -> SALES 0.015  0.017  0.864 0.388  None 

CSIZE -> BTAC 0.021  0.022  0.949 0.343  Small 

CSIZE -> BTCR 0.014  0.017  0.830 0.407  None 

CSIZE -> COST 0.004  0.012  0.362 0.717  None 

CSIZE -> SALES 0.001  0.008  0.099 0.921  None 

INNO -> BTAC 0.001  0.010  0.051 0.959  None 

INNO -> BTCR  0.035  0.045  0.783 0.434  Small 

INNO -> COST  0.005  0.018  0.263 0.793  None 

INNO -> SALES 0.048  0.038  1.249 0.212  Small 

PROAC -> BTAC 0.042  0.034  1.210 0.227  Small 

PROAC -> BTCR 0.026  0.030  0.867 0.386  Small 

PROAC -> COST 0.034  0.032  1.041 0.298  Small 

PROAC -> SALES 0.000  0.009  0.008 0.993  None 

RISK -> BTAC  0.009  0.021  0.436 0.663  None 

RISK -> BTCR  0.005  0.018  0.278 0.781  None 

RISK -> COST  0.000  0.015  0.001 0.999  None 

Table 5.26                 Continued 
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Table 5.26 

Effect size to R2 (f2) - Continued 

   Original Standard     T     P           Effect size 

         Sample (O)  Deviation        Statistics Values         to R2 

RISK -> SALES 0.017  0.021  0.796 0.426  None 

SM4CR -> BTAC 0.086  0.061  1.400 0.162  Small 

SM4CR -> BTCR 0.421  0.143  2.950 0.003  Large 

SM4CR -> COST 0.089  0.053  1.685 0.093  Small 

SM4CR -> INNO 0.055  0.042  1.301 0.194  Small 

SM4CR -> PROAC 0.006  0.015  0.428 0.669  None 

SM4CR -> RISK 0.103  0.052  1.978 0.048  Small 

SM4CR -> SALES 0.415  0.116  3.561 0.000  Large 

SM4IA -> BTAC 0.117  0.060  1.934 0.054  Small 

SM4IA -> BTCR 0.001  0.012  0.080 0.936  None 

SM4IA -> COST 0.005  0.013  0.360 0.719  None 

SM4IA -> INNO 0.000  0.006  0.012 0.991  None 

SM4IA -> PROAC 0.037  0.035  1.071 0.284  Small 

SM4IA -> RISK 0.005  0.014  0.358 0.720  None 

SM4IA -> SALES 0.018  0.019  0.929 0.353  None 

SM4MK -> BTAC 0.011  0.020  0.572 0.568  None 

SM4MK -> BTCR 0.009  0.015  0.565 0.572  None 

SM4MK -> COST 0.002  0.010  0.187 0.852  None 

SM4MK -> INNO 0.020  0.021  0.942 0.347  Small 

SM4MK -> PROAC 0.035  0.031  1.135 0.257  Small 

SM4MK -> RISK 0.001  0.007  0.209 0.835  None 

SM4MK -> SALES 0.003  0.012  0.277 0.782  None 

 

 

5.3.2.5 Predictive Relevance (Q2) 

The fifth step that must be done is to assess how good the quality of the structural 

model is in predicting (Chin, 2010). The assumption of predictive relevance is that 

the model must have sufficient ability to predict each endogenous latent variable 

indicator (Hair et al., 2017). This test requires a blindfolding procedure, namely a 

resampling technique that systematically deletes and predicts every data point of the 

indicators in the reflective measurement model of endogenous constructs. Thus, this 

procedure is used to compare the original values with the predicted values (Ramayah 

et al., 2018). If the resulting Q2 value is larger than 0, it indicates that the exogenous 

constructs have predictive relevance for the endogenous constructs (Fornell & Cha, 

1994). 
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After carrying out the blindfolding procedure using SmartPLS 3.2.7, the predictive 

relevance test results are obtained as presented in Table 5.27. Following the 

conditions suggested by Fornell and Cha (1994) where the value of Q2 must be 

greater than 0, the results show that none of the latent endogenous 

constructs/variables have a Q2 value less than 0 (bold numbers with grey color). This 

indicates that the structural model has sufficient ability to predict each endogenous 

latent variable indicator. 

 

Table 5.27 

Predictive relevance (Q2) 

  SSO  SSE  Q² (=1-SSE/SSO) 

BTAC  624.000  387.692  0.379  

BTCR  624.000  380.042  0.391  

CAGE  208.000  208.000   

COST  624.000  530.948  0.149  

CSIZE  208.000  208.000   

INNO  624.000  564.436  0.095  

PROAC 416.000  372.410  0.105  

RISK  416.000  382.277  0.081  

SALES  832.000  464.206  0.442  

SM4CR 1248.000 1248.000   

SM4IA  624.000  624.000   

SM4MK 832.000  832.000   

 

5.3.2.6 Goodness of Fit Index (GoF) 

The final stage of the structural model assessment is how well the performance of the 

model is taken into account as a whole, both the measurement model and the 

structural model (Chin, 2010; Henseler & Sarstedt, 2013). Goodness of fit is defined 

as a measure of global fit, which is calculated from the geometric mean of the mean 

AVE and R2 endogenous variables (Tenenhaus, Vinzi & Lauro, 2005). There are two 

main parameters to test the Goodness of Fit, first, Standardized Root Mean-square 

Residual (SRMR), namely squared discrepancy between the observed correlations 

and the model-implied correlations (Henseler et al. 2014). SRMR has a threshold ≤ 
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0.08, meaning that getting closer to 0 is considered a good fit. Second, the Normed 

Fit Index (NIF), which is measure a X2 value of the proposed model relative to the 

X2 value of the null model (Lohmoller, 1989; Bryne, 2016). NIF has a threshold of > 

0.90, meaning the closer the NFI to 1, the better the fit. 

 

Table 5.28 presents the calculation results for testing the Goodness of Fit of the 

model, and shows that the SRMR value is 0.075 which is lower than the 0.08 

threshold (close to 0). For the NFI value, although it is not greater than the 0.90 

threshold, the NFI value = 0.664 is considered quite close to 1 (Bryne, 2106). Thus, 

it can be concluded that the overall model used in this study is quite good when 

measured from its performance. 

 

Table 5.28  

Goodness of Fit of the model 

  Saturated Model Estimated Model 

SRMR  0.075   0.091  

d_ULS  3.502   5.246  

d_G  1.506   1.675  

Chi-Square 1736.763  1876.940  

NFI  0.664   0.637   

 

5.3.2.7 Recapitulation of Structural Model (Inner-model) 

The conclusion of the six stages of the structural model (inner-model) testing 

procedure is presented in Table 5.29 below. 

 

 

 

 

 

 

 

 

 

 



231 

 

Table 5.29 

Recapitulation of Structural Model Assessment (Inner-model) 

Stage Assessment 
Name of 

Index 
Pre-requisite Result 

1 
Literal 

Collinearity 

Variance 

Inflator 

Factor (VIF) 

VIF ≤ 3.3 

(Diamantopoulos & 

Siguaw, 2006) 

VIF ≤ 5.0 (Hair et al., 

2011) 

There is no Inner VIF value 

≤ 3.3 or VIF ≤ 5, meaning 

no lateral collinearity 

occurs. 

2 
Path 

Coefficient 

Path 

Coefficient 

p-value < 0.01; t-value > 

2.58 

p-value < 0.05; t-value > 

1.96 

p-value < 0.10; t-value > 

1.645 

There are 20 out of 41 

interactions between each 

exogenous construct/latent 

variable against each 

endogenous latent 

construct/variable which 

have significant 

relationship. 

3 R2 
Coefficient of 

Determination 

0.75 – Substantial 

0.50 – Moderate 

0.25 – Weak 

The use of social media has 

moderate accuracy in 

predicting non-financial 

performance (BTAC and 

BTCR) and increased sales 

(SALES), but weak against 

cost reduction (COST) and 

Entrepreneurial Orientation 

(INNO, RISK and 

PROAC). 

4 f2 
Effect size to 

R2 

0.35 – Substantial effect 

size 

0.15 – Moderate effect 

size 

0.02 – Weak effect size 

There are two interactions 

between constructs that 

have a large size effect, 

namely SM4CR -> BTCR 

and SM4CR -> SALES, 

while the other interactions 

have a small effect or no 

effect at all, related to R2. 

5 Q2 
Stone-Geisser 

Q2 predictive 

relevance 

Value larger than 0 

indicates that exogenous 

constructs have 

predictive relevance for 

endogenous constructs 

None of endogenous 

constructs/latent variables 

have Q2 values < 0, 

indicating that the structural 

model has sufficient ability 

to predict each endogenous 

latent variable indicator. 

6 
Goodness 

of Fit 

SRMR and 

NFI 

SRMR ≤ 0.08 

NFI > 0.90 

The overall model 

(measurement and 

structural) is quite good in 

terms of its performance. 
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5.3.3 Testing the Hypotheses 

After testing the measurement and structural model, the next step is to test the 

hypothesis proposed in this study to measure the significance level of the relationship 

between exogenous and endogenous latent variables. The data analysis interpretation 

is based on the results obtained in the path analysis as presented in Table 5.24 (Path 

Coefficient). Parameters for hypothesis testing through the bootstrapping procedure 

in PLS-SEM also use the t-statistic value which must be compared with its critical 

value for either the level of significance (α) of 1%, 5% or 10%, for one-tailed or two-

tailed testing. Another consideration besides using t-statistics is to look at the p-value 

which is based on the probability of error rejecting the null hypothesis (Hair et al., 

2017). The smaller the p-value (close to 0), the stronger the meaning of the 

relationship between the two latent variables being interacted with. The following 

section describes the hypothesis testing proposed in this study. 

 

5.3.3.1 Relationship between Social Media Use and Financial Performance 

The first hypothesis (H1) of this study states that "There is a positive significant 

relationship between Social Media Usage and Financial Performance". As shown in 

Table 5.25 that simultaneously the use of social media has different accuracy in 

predicting (R2) on financial performance, which is moderate to increased sales 

(SALES) as shown at R2 = 0.529, but weak against cost reduction (COST) because 

the R2 value = 0.225. In detail, the magnitude of the influence of each latent variable 

of social media use to each latent variable of financial performance is shown in Table 

5.30 below. 
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Table 5.30 

Direct Relationship between Social Media Usage and Financial Performance 

Hypo-

theses 
Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Values 
Decision 

H1 
Social Media Usage -> 

Financial Performance 
    

H1a 
Social Media for Marketing -> 

Cost Reduction 
-0.055 0.544 0.587 Not Supported 

H1b 
Social Media for Customer 

Relations -> Cost Reduction 
0.368 3.746 0.000 Supported* 

H1c 
Social Media for Information 

Accessibility -> Cost Reduction 
0.084 0.915 0.361 Not Supported 

H1d 
Social Media for Marketing -> 

Sales Increase 
-0.057 0.713 0.476 Not Supported 

H1e 
Social Media for Customer 

Relations -> Sales Increase 
0.620 9.340 0.000 Supported* 

H1f 
Social Media for Information 

Accessibility -> Sales Increase 
0.127 2.077 0.038 Supported** 

Remarks:  *     Significance at p-value < 0.01 (t-stat = 2.580, two-tailed) 

    **   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

       *** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 

 

 

From Table 5.30 it can be concluded that of the 6 proposed sub-hypotheses related to 

H1, there are 3 significant sub-hypotheses and 3 insignificant sub-hypotheses, based 

on the t-statistic and p-value respectively. The significant hypotheses are H1b with t-

statistic = 3,746 (p-value = 0,000), H1e with t-statistic = 9,340 (p-value = 0,000) and 

H1f with t-statistic = 2,077 (p-value = 0.038), where all three of them meet the 

required threshold (α = 1% and 5%). Meanwhile, the sub-hypotheses H1a, H1c and 

H1d were not significant. Of the three significant sub-hypotheses, H1e has the most 

dominant influence because the regression coefficient is 0.620 which means that if 

there is the use of social media aimed at improving customer relationships and 

getting better service to customers (in 1 unit), it will increase the company product’s 

sales by 0.62 units. 
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5.3.3.2 Relationship between Social Media Use and Entrepreneurial Orientation 

The second hypothesis (H2) states that "There is a positive significant relationship 

between Social Media Usage and Entrepreneurial Orientation". From Table 5.25, 

information is obtained that collectively the use of social media has a weak power of 

explanation/influence (R2) on the dimensions of Entrepreneurial Orientation (EO). 

This can be seen from the value of R2 = 0.167 for the Innovativeness (INNO) 

dimension, R2 = 0.169 for Risk-taking (RISK) and R2 = 0.227 for Pro-activeness 

(PROAC), which are all below 0.25. Nonetheless, each latent variable on the use of 

social media has an influence on the dimensions of EO, as detailed in Table 5.31 

below. 

 

Table 5.31 

Direct Relationship between Social Media Usage and Entrepreneurial Orientation 

Hypo-

theses 
Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Values 
Decision 

H2 
Social Media Usage -> 

Entrepreneurial Orientation 
    

H2a 
Social Media for Marketing -> 

Innovativeness 
0.179 2.101 0.036 Supported** 

H2b 
Social Media for Customer 

Relations -> Innovativeness 
0.281 3.060 0.002 Supported* 

H2c 
Social Media for Information 

Accessibility -> Innovativeness 
-0.010 0.122 0.903 Not Supported 

H2d 
Social Media for Marketing -> 

Risk-taking 
-0.048 0.588 0.557 Not Supported 

H2e 
Social Media for Customer 

Relations -> Risk-taking 
0.385 4.771 0.000 Supported* 

H2f 
Social Media for Information 

Accessibility -> Risk-taking 
0.088 0.978 0.329 Not Supported 

H2g 
Social Media for Marketing -> 

Pro-activeness 
0.229 2.582 0.010 Supported* 

H2h 
Social Media for Customer 

Relations -> Pro-activeness 
0.091 1.076 0.283 Not Supported 

H2i 
Social Media for Information 

Accessibility -> Pro-activeness 
0.228 2.339 0.020 Supported** 

Remarks:  *     Significance at p-value < 0.01 (t-stat = 2.580, two-tailed) 

    **   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

       *** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 
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Table 5.31 shows that there are 5 out of 9 proposed sub-hypotheses related to H2 are 

significant, and the remaining 4 are insignificant. The five significant sub-hypotheses 

are H2a, H2b, H2e, H2g and H2i. The t-statistic and p-value were 2.101 (0.036), 

3.060 (0.002), 4.771 (0.000), 2.582 (0.010) and 2.339 (0.020), respectively, which 

are all above α = 1% and 5%. Meanwhile, the four sub-hypotheses that were not 

significant are H2c, H2d, H2f and H2h. Of the five significant sub-hypotheses, H2e 

has the largest portion of impact, where the regression coefficient is 0.385 which 

means that if there is an increase in the use of social media to improve relationships 

with customers and more satisfying service to customers (in 1 unit), it will increase 

the courage to risked 0.385 times (assuming other factors are unchanged). 

 

5.3.3.3 Relationship between Social Media Use and Non-Financial Performance 

Similar to H1, the third hypothesis (H3) in this study states that "There is a positive 

significant relationship between Social Media Usage and Non-Financial 

Performance". In Table 5.25 it is found that simultaneously the use of social media 

has a moderate accuracy in predicting (R2) to non-financial performance. This is 

indicated by the value of R2 which is quite good of social media usage for increasing 

relationships with customers and more satisfying service (BTCR), namely R2 = 

0.541, and for improving information accessibility (BTAC) with R2 = 0.545, which 

are both above 0.50. The magnitude of the impact caused by each latent variable of 

Social Media Use on each of the latent variables of Non-Financial Performance is 

described in detail in Table 5.32 below. 
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Table 5.32 

Direct Relationship between Social Media Usage and Non-Financial Performance 

Hypo-

theses 
Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Values 
Decision 

H3 
Social Media Usage -> Non-

Financial Performance 
    

H3a 
Social Media for Marketing -> 

Better Customer Relations 
-0.092 1.381 0.168 Not Supported 

H3b 

Social Media for Customer 

Relations -> Better Customer 

Relations 

0.617 9.352 0.000 Supported* 

H3c 

Social Media for Information 

Accessibility -> Better Customer 

Relations 

0.029 0.368 0.713 Not Supported 

H3d 
Social Media for Marketing -> 

Better Information Accessibility 
0.105 1.510 0.132 Not Supported 

H3e 

Social Media for Customer 

Relations -> Better Information 

Accessibility 

0.277 3.219 0.001 Supported* 

H3f 

Social Media for Information 

Accessibility -> Better 

Information Accessibility 

0.318 4.576 0.000 Supported* 

Remarks:  *     Significance at p-value < 0.01 (t-stat = 2.580, two-tailed) 

    **   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

       *** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 

 

Based on the information from Table 5.32, it is shown that there are 3 sub-

hypotheses of the 6 proposed sub-hypotheses that have a significant effect, while the 

other 3 sub-hypotheses are found to be insignificant. The three significant sub-

hypotheses are H3b, H3e and H3f, where each has a t-statistic and a p-value that 

exceeds the required threshold, i.e. 9.352 (0.000), 3.219 (0.001) and 4.576 (0.000). 

All three met the threshold level of significance of 1% or α = 0.01. Meanwhile, the 

three sub-hypotheses that were not significant are H3a, H3c and H3d. Of the three 

significant sub-hypotheses, H3b has the largest contribution in influencing non-

financial performance, where the regression coefficient is 0.617 which means that if 

there is use of social media aimed at improving customer relationships and providing 

better service to customers (in 1 unit), then will increase the relationship and 

satisfaction to customers by 0.617 units (assuming ceteris paribus). 
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5.3.3.4 Relationship between Entrepreneurial Orientation and Financial 

Performance 

The fourth hypothesis (H4) states "There is a positive significant relationship 

between Entrepreneurial Orientation and Financial Performance". Related to R2, this 

study places the Entrepreneurial Orientation (EO) construct as a mediating variable 

between the exogenous construct/latent variable against the endogenous 

construct/latent variable. In its interaction with the Social Media Use construct (as an 

exogenous construct), EO must be treated as an endogenous construct. If EO also 

interacts with Financial Performance (and Non-Financial Performance) which is an 

endogenous construct, hence it will not produce R2 value if both are endogenous 

constructs. Therefore, how accurate the EO dimensions in predicting (R2) to financial 

performance cannot be detected. Nonetheless, Table 5.33 presents the bootstrapping 

results that show details of the interactions between the EO dimensions and financial 

performance. 

 

Table 5.33 

Direct Relationship between Entrepreneurial Orientation and Financial 

Performance 

Hypo-

theses 
Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Values 
Decision 

H4 
Entrepreneurial Orientation -> 

Financial Performance 
    

H4a 
Innovativeness -> Cost 

Reduction 
-0.070 0.670 0.503 Not Supported 

H4b Risk-taking -> Cost Reduction -0.004 0.039 0.969 Not Supported 

H4c 
Pro-activeness -> Cost 

Reduction 
0.191 2.146 0.032 Supported** 

H4d Innovativeness -> Sales Increase 0.173 2.677 0.008 Supported* 

H4e Risk-taking -> Sales Increase -0.103 1.659 0.098 Supported*** 

H4f Pro-activeness -> Sales Increase 0.007 0.115 0.909 Not Supported 
Remarks:  *     Significance at p-value < 0.01 (t-stat = 2.580, two-tailed) 

    **   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

   *** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 
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Table 5.33 provides information that of the 6 sub-hypotheses proposed with regard to 

H4, 3 sub-hypotheses are significant while the other 3 are not significant. The three 

significant sub-hypotheses are H4c, H4d and H4e, where each has a t-statistic and p-

value of 2.146 (0.032), 2.677 (0.008) and 1.659 (0.98). Whereas the 3 sub-

hypotheses that were not significant are H4a, H4b and H4f. Of the three significant 

sub-hypotheses, H4c has the greatest contribution, where the regression coefficient is 

0.191. Meanwhile, H4e has a regression coefficient of -0.103, meaning negative 

relationship, if there is an increase in the level of courage of the SME's owner or 

manager in making decisions (in 1 unit), it will decrease sales by 0.103 times 

(assuming ceteris paribus). Unfortunately, the relationship between these two 

constructs is significant at the α = 10%. 

 

5.3.3.5 Relationship between Entrepreneurial Orientation and Non-Financial 

Performance 

The fifth hypothesis (H5) in this study states "There is a positive significant 

relationship between Entrepreneurial Orientation and Non-Financial Performance". 

Similar to H4, the interaction between EO which is an endogenous construct and 

Non-Financial Performance which is also an endogenous construct does not produce 

a value of R2, so it is not detected how accurate the ability of EO dimensions in 

predicting non-financial performance. Nevertheless, Table 5.34 provides a detailed 

description of the relationship between EO dimensions and Non-Financial 

Performance. 
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Table 5.34 

Direct Relationship between Entrepreneurial Orientation and Non-Financial 

Performance 

Hypo-

theses 
Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Values 
Decision 

H5 
Entrepreneurial Orientation -> 

Non-Financial Performance 
    

H5a 
Innovativeness -> Better 

Customer Relations 
0.146 1.865 0.063 Supported*** 

H5b 
Risk-taking -> Better Customer 

Relations 
0.055 0.740 0.460 Not Supported 

H5c 
Pro-activeness -> Better 

Customer Relations 
0.128 1.809 0.071 Supported*** 

H5d 
Innovativeness -> Better 

Information Accessibility 
0.018 0.284 0.777 Not Supported 

H5e 
Risk-taking -> Better 

Information Accessibility 
0.074 1.015 0.311 Not Supported 

H5f 
Pro-activeness -> Better 

Information Accessibility 
0.163 2.554 0.011 Supported** 

Remarks:  *     Significance at p-value < 0.01 (t-stat = 2.580, two-tailed) 

    **   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

       *** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 

 

From Table 5.34, information is obtained that 3 out of 6 sub-hypotheses proposed 

provide significant results, while the other 3 sub-hypotheses are not significant. The 

three significant sub-hypotheses are H5a, H5c and H5f, each of which has a t-statistic 

and p-value of 1,865 (0.063), 1.809 (0.071) and 2.554 (0.011). Unfortunately, H5a 

and H5c are significant at the 10% confidence level. Whereas the 3 insignificant sub-

hypotheses are H5b, H5d and H5e. Of the three significant sub-hypotheses, H5f has 

the biggest effect, where the regression coefficient is 0.163, which means that if there 

is an increase in the pro-activeness of SME's owners or managers (by 1 unit), it will 

have an impact on the better accessibility of information provided by SMEs to 

customers of 0.163 units (assuming ceteris paribus). 
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5.3.3.6 Relationship between Social Media Use and Financial Performance 

Mediated by Entrepreneurial Orientation 

The sixth hypothesis (H6) states "Entrepreneurial Orientation mediates the 

relationship between Social Media Usage and Financial Performance". To answer H6 

related to mediating variables, it can be done using the bootstrapping procedure with 

SmartPLS software or manually using the Sobel approach. The bootstrapping 

procedure does not require data that is normally distributed and can be used for large 

and small sample sizes (Chin, 2010). Meanwhile, the Sobel approach, requires non-

standard path coefficients, data should not be small size, and must be normally 

distributed (Mallinckrodt, Abraham, Wei & Russel, 2006). This study uses a 

bootstrapping approach for the relationship or indirect effect between the constructs 

of Social Media Use and Financial Performance mediated by Entrepreneurial 

Orientation. The results are presented in Table 5.35 below. 

 

Table 5.35 

Specific Indirect Effect the Relationship between Social Media Usage and Financial 

Performance mediated by Entrepreneurial Orientation 

    Original Standard        T      P  

    Sample (O)   Deviation  Statistics  Values 

SM4CR -> INNO -> COST -0.020  0.031  0.630  0.529  

SM4IA -> INNO -> COST 0.001  0.010  0.073  0.942  

SM4MK -> INNO -> COST -0.013  0.022  0.573  0.567  

SM4CR -> PROAC -> COST 0.017  0.018  0.947  0.344  

SM4IA -> PROAC -> COST 0.044  0.028  1.543  0.124  

SM4MK -> PROAC -> COST 0.044  0.028  1.584  0.114  

SM4CR -> RISK -> COST -0.002  0.041  0.037  0.970  

SM4IA -> RISK -> COST -0.000  0.014  0.025  0.980  

SM4MK -> RISK -> COST 0.000  0.009  0.020  0.984  

SM4CR -> INNO -> SALES 0.049  0.026  1.847  0.065  

SM4IA -> INNO -> SALES -0.002  0.016  0.113  0.910  

SM4MK -> INNO -> SALES 0.031  0.019  1.611  0.108  

SM4CR -> PROAC -> SALES 0.001  0.008  0.085  0.932  

SM4IA -> PROAC -> SALES 0.002  0.015  0.107  0.914  

SM4MK -> PROAC -> SALES 0.002  0.016  0.102  0.919  

SM4CR -> RISK -> SALES -0.040  0.026  1.509  0.132  

SM4IA -> RISK -> SALES -0.009  0.013  0.714  0.475  

SM4MK -> RISK -> SALES 0.005  0.010  0.517  0.605  
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To explain the mediation or indirect effects of the EO dimension on the relationship 

between the construct of Social Media Use and Financial Performance, this study 

refers to Preacher and Hayes (2008, 2012) which are considered the most modern 

references on mediator testing. In contrast to the concept of mediation proposed by 

Baron and Kenny (1986) who suggested that in order for a mediator to occur, 

exogenous constructs must significantly affect endogenous constructs in the absence 

of a mediator. However, Preacher and Hayes (2008, 2012) stated that the 

significance of the relationship between exogenous constructs and endogenous in the 

absence of a mediator is no longer considered necessary. In other words, the direct 

effect does not have to be significant while analyzing for mediation (Shrout & 

Bolger, 2002; Zhao, Lynch & Chen, 2010). This is because a significant direct 

relationship may not be identified due to small sample size or other extraneous 

factors (e.g. moderation) or there may not be enough power to predict the effect that 

actually exists. Therefore, what matters in mediation analysis is the indirect effect 

(Hayes & Rockwood, 2016). Furthermore, Lathan (2018) argued that indirect effect 

testing in PLS-SEM such as Baron-Kenny, the Sobel test, Variance Account For 

(VAF) has been abandoned because they provide biased and inaccurate results, while 

the bootstrapping approach is the best solution for the mediation effect testing 

because it provides accurate and unbiased results (Hayes, 2013; Nitzl, Roldan & 

Cepeda, 2016). 

 

In general, the indirect effect testing in PLS-SEM is carried out in two stages, 

namely 1) determining the significance of indirect effects and their magnitude, and 

2) determining the type of effect and/or mediation (Lathan, 2018). The following 
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Figure 5.3 depicts the simple mediating model based on the bootstrapping indirect 

effect (Hayes et al., 2008). 

 

  

 

    a        b 

   

 
 
                c’ 
 

Figure 5.3 

Simple mediating model 

 

 
In Figure 5.3, a is the path coefficient from the independent variable X to the 

mediator M, b is the path coefficient from the mediator M to the dependent variable 

Y, and c' is the path coefficient from the independent variable X to the dependent 

variable Y. Path c' is called the direct effect from X to Y when M is constant, the 

path a * b is called the indirect effect X to Y, while c' + (a * b) is called the total 

effect. 

 

A situation where the effect of the variable X to Y fully occurs with the help of 

another variable M (the mediator), this is called full mediation (complete mediation). 

It means, path a is significant, path b is also significant so that a * b is significant, 

but direct effect c' is not significant. It implies that the mediator has absorbed all the 

direct effects of the independent variable. On the other hand, in a situation where 

both the direct effect c' and the indirect effect a * b is also significant, it is called 

partial mediation, indicating that the mediator has absorbed only part of the direct 

effect of the independent variable. So, the mediation effect occurs if the indirect 

effect a * b is significant. If the direct effect c' is not significant it is called full 

M 

 

Y 

 

X 
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mediation, while if the direct effect c' is also significant it is called partial mediation 

(Hair et al., 2017; MacKinnon, Fairchild & Fritz, 2007). 

 

Partial mediation can occur in two possibilities, first, complementary partial 

mediation (or positive confounding or consistent), that is, if the direct effect c' and 

the indirect effect a * b point in the same direction where both are significant, and a 

* b x c' is positive. This indicates that a portion of the effect of X on Y is mediated 

through M, whereas X still explains a portion of Y that is independent of M, in the 

unidirectional characteristics (Zhao et al., 2010). Second, competitive partial 

mediation (or negative confounding or inconsistent), that is, if the direct effect c' and 

the indirect effect a * b point in different directions (one is significant, another is 

insignificant), so that a * b x c' is negative. This indicates that a portion of the effect 

of X on Y is mediated through M, whereas X still explains a portion of Y that is 

independent of M, in the opposite characteristics (Zhao et al., 2010). 

 

On the basis of the explanation related to the mediation variable, Table 5.36 provides 

information regarding the type of mediation that occurs in the relationship between 

the constructs of Social Media Use and Financial Performance. Using the data in 

Table 5.24 (Path Coefficient) of the 18 sub-hypotheses presented as details of H6, 3 

full mediation sub-hypotheses, 1 complementary partial mediation, and 1 

competitive partial mediation were found, while the other 13 sub-hypotheses did not 

produce a mediating effect. The calculation of paths a, b and c' is based on the 

regression coefficient (β) or the original sample for each interaction of the 

independent variable against the dependent variable along with the significance of 

the relationship between the two variables as listed in Table 5.24. 
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Table 5.36 

Type of Indirect Relationships between Social Media Usage and Financial Performance mediated by Entrepreneurial Orientation 

Hypo-

theses 
Relationships 

Independent - 

Mediation Variables 

Mediation – 

Dependent Variables 

Independent – 

Dependent Variables 

(Direct Effect) 

Indirect 

Effect Mediation Type 

A B C A x B 

H6 

Social Media Usage -> 

Entrepreneurial Orientation -> 

Financial Performance 

 

H6a SM4MK -> INNO -> COST 
SM4MK -

> INNO 

0.179 

(sig.) 

INNO -> 

COST 

-0.070 

(not sig.) 

SM4MK -

> COST 

-0.055 

(not sig.) 
-0.013  No Mediation 

H6b SM4MK -> INNO -> SALES 
SM4MK -

> INNO 

0.179 

(sig.) 

INNO -> 

SALES 

0.173 

(sig) 

SM4MK -

> SALES 

-0.057 

(not sig.) 
0.031  Full Mediation 

H6c SM4MK -> RISK -> COST 
SM4MK -

> RISK 

-0.048 

(not sig.) 

RISK -> 

COST 

-0.004 

(not sig.) 

SM4MK -

> COST 

-0.055 

(not sig.) 
0.000 No Mediation 

H6d SM4MK -> RISK -> SALES 
SM4MK -

> RISK 

-0.048 

(not sig.) 

RISK -> 

SALES 

-0.103 

(sig.) 

SM4MK -

> SALES 

-0.057 

(not sig.) 
0.005 No Mediation 

H6e SM4MK -> PROAC -> COST 
SM4MK -

> PROAC 

0.229 

(sig.) 

PROAC -

> COST 

0.191 

(sig.) 

SM4MK -

> COST 

-0.055 

(not sig.) 
0.044 Full Mediation 

H6f SM4MK -> PROAC -> SALES 
SM4MK -

> PROAC 

0.229 

(sig.) 

PROAC -

> SALES 

0.007 

(not sig.) 

SM4MK -

> SALES 

-0.057 

(not sig.) 
0.002 No Mediation 

H6g SM4CR -> INNO -> COST 
SM4CR -

> INNO 

0.281 

(sig.) 

INNO -> 

COST 

-0.070 

(not sig.) 

SM4CR -

> COST 

0.368 

(sig.) 
-0.020 No Mediation 

H6h SM4CR -> INNO -> SALES 
SM4CR -

> INNO 

0.281 

(sig.) 

INNO -> 

SALES 

0.173 

(sig.) 

SM4CR -

> SALES 

0.620 

(sig.) 
0.049 

Complementary 

Partial Mediation 

H6i SM4CR -> RISK -> COST 
SM4CR -

> RISK 

0.385 

(sig.) 

RISK -> 

COST 

-0.004 

(not sig.) 

SM4CR -

> COST 

0.368 

(sig.) 
-0.002 No Mediation 

H6j SM4CR -> RISK -> SALES 
SM4CR -

> RISK 

0.385 

(sig.) 

RISK -> 

SALES 

-0.103 

(sig.) 

SM4CR -

> SALES 

0.620 

(sig.) 
-0.040 

Competitive Partial 

Mediation 

H6k SM4CR -> PROAC -> COST 
SM4CR -

> PROAC 

0.091 

(not sig.) 

PROAC -

> COST 

0.191 

(sig.) 

SM4CR -

> COST 

0.368 

(sig.) 
0.017 No Mediation 

Table 5.36                              Continued 
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Table 5.36 

Type of Indirect Relationships between Social Media Usage and Financial Performance mediated by Entrepreneurial Orientation 

(Continued) 

Hypo-

theses 
Relationships 

Independent - 

Mediation Variables 

Mediation – 

Dependent Variables 

Independent – 

Dependent 

Variables (Direct 

Effect) 

Indirect 

Effect Mediation Type 

A B C A x B 

H6l SM4CR -> PROAC -> SALES 
SM4CR -> 

PROAC 

0.091 

(not sig.) 

PROAC -> 

SALES 

0.007 

(not sig.) 

SM4CR -

> SALES 

0.620 

(sig.) 
0.001 No Mediation 

H6m SM4IA -> INNO -> COST 
SM4IA -> 

INNO 

-0.010 

(not sig.) 

INNO -> 

COST 

-0.070 

(not sig.) 

SM4IA -

> COST 

0.084 

(not sig.) 
0.001 No Mediation 

H6n SM4IA -> INNO -> SALES 
SM4IA -> 

INNO 

-0.010 

(not sig.) 

INNO -> 

SALES 

0.173 

(sig) 

SM4IA -

> SALES 

0.127 

(sig.) 
-0.002 No Mediation 

H6o SM4IA -> RISK -> COST 
SM4IA -> 

RISK 

0.088 

(not sig.) 

RISK -> 

COST 

-0.004 

(not sig.) 

SM4IA -

> COST 

0.084 

(not sig.) 
0.000 No Mediation 

H6p SM4IA -> RISK -> SALES 
SM4IA -> 

RISK 

0.088 

(not sig.) 

RISK -> 

SALES 

-0.103 

(sig.) 

SM4IA -

> SALES 

0.127 

(sig.) 
-0.009 No Mediation 

H6q SM4IA -> PROAC -> COST 
SM4IA -> 

PROAC 

0.228 

(sig.) 

PROAC -> 

COST 

0.191 

(sig.) 

SM4IA -

> COST 

0.084 

(not sig.) 
0.044 Full Mediation 

H6r SM4IA -> PROAC -> SALES 
SM4IA -> 

PROAC 

0.228 

(sig.) 

PROAC -> 

SALES 

0.007 

(not sig.) 

SM4IA -

> SALES 

0.127 

(sig.) 
0.002 No Mediation 
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As an example of the sub-hypothesis of H6b, that is the interaction between SM4MK 

➔ INNO ➔ SALES of 0.031 with the Full Mediation type is obtained from: 

1) Path a (SM4MK ➔ INNO) = 0.179 (significant) 

2) Path b (INNO ➔ SALES) = 0.173 (significant) 

3) Direct effect (SM4MK ➔ SALES) = -0.057 (not significant) 

 

Indirect effect (a * b) = 0.179 x 0.173 = 0.031 is the same as the regression 

coefficient value (original sample) in Table 5.35 on the interaction between SM4MK 

➔ INNO ➔ SALES. Since path a is significant, path b is also significant, while the 

direct effect is not significant, hence the type of mediation in the sub-hypothesis of 

H6b is Full Mediation. 

 

Another example of the H6h sub-hypothesis, namely the SM4CR ➔ INNO ➔ 

SALES interaction of 0.049 with the Complementary Partial Mediation type is 

resulted from: 

1) Path a (SM4CR ➔ INNO) = 0.281 (significant) 

2) Path b (INNO ➔ SALES) = 0.173 (significant) 

3) Direct effect (SM4CR ➔ SALES) = 0.620 (significant) 

 

Indirect effect (a * b) = 0.281 x 0.173 = 0.049 is the same as the original sample 

value in Table 5.35 on the SM4CR ➔ INNO ➔ SALES interaction. Since path a is 

significant, path b is also significant, whereas the direct effect is also significant, 

then the type of mediation is Partial Mediation. To find out the type of partial 

mediation, then a * b x c' = 0.281 x 0.173 x 0.620 = 0.003 (positive), so the type of 

mediation in the sub-hypothesis of H6h is Complementary Partial Mediation. 
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In the H6j sub-hypothesis, the interaction between SM4CR ➔ RISK ➔ SALES of -

0.040 with the Competitive Partial Mediation type is counted from: 

1) Path a (SM4CR ➔ RISK) = 0.385 (significant) 

2) Path b (RISK ➔ SALES) = -0.103 (significant) 

3) Direct effect (SM4CR ➔ SALES) = 0.620 (significant) 

 

Indirect effect (a * b) = 0.385 x (-0.103) = -0.040, is the same as the regression 

coefficient (β) in Table 5.35 on the SM4CR ➔ RISK ➔ SALES interaction. Since 

path a is significant, path b is also significant, and direct effect is also significant, the 

type of mediation is Partial Mediation. By calculating a * b x c' = 0.385 x (-0.103) x 

0.620 = -0.025 (negative), the mediation type in the sub-hypothesis of H6j is 

Competitive Partial Mediation. 

 

5.3.3.7 Relationship between Social Media Use and Non-Financial Performance 

Mediated by Entrepreneurial Orientation 

The seventh hypothesis (H7) of this study states "Entrepreneurial Orientation 

mediates the relationship between Social Media Usage and Non-Financial 

Performance". To answer H7, it is performed in a similar way to the H6 test 

procedure, namely using the indirect effect bootstrapping. Table 5.37 presents the 

bootstrapping results for the relationship or indirect effect between the constructs of 

Social Media Use and Non-Financial Performance mediated by Entrepreneurial 

Orientation. 
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Table 5.37 

Specific Indirect Effect the Relationship between Social Media Usage and Non-

Financial Performance mediated by Entrepreneurial Orientation 

    Original Standard        T      P  

    Sample (O)   Deviation  Statistics  Values 

SM4CR -> INNO -> BTAC 0.005  0.018  0.276  0.783  

SM4IA -> INNO -> BTAC -0.000  0.006  0.032  0.974  

SM4MK -> INNO -> BTAC 0.003  0.013  0.248  0.804  

SM4CR -> PROAC -> BTAC 0.015  0.016  0.933  0.351  

SM4IA -> PROAC -> BTAC 0.037  0.020  1.837  0.067  

SM4MK -> PROAC -> BTAC 0.037  0.023  1.620  0.106  

SM4CR -> RISK -> BTAC 0.028  0.029  0.994  0.321  

SM4IA -> RISK -> BTAC 0.007  0.011  0.602  0.547  

SM4MK -> RISK -> BTAC -0.004  0.009  0.402  0.688  

SM4CR -> INNO -> BTCR 0.041  0.029  1.437  0.151  

SM4IA -> INNO -> BTCR -0.002  0.015  0.103  0.918  

SM4MK -> INNO -> BTCR 0.026  0.020  1.295  0.196  

SM4CR -> PROAC -> BTCR 0.012  0.013  0.923  0.357  

SM4IA -> PROAC -> BTCR 0.029  0.020  1.497  0.135  

SM4MK -> PROAC -> BTCR 0.029  0.022  1.344  0.180  

SM4CR -> RISK -> BTCR 0.021  0.030  0.707  0.480  

SM4IA -> RISK -> BTCR 0.005  0.011  0.458  0.647  

SM4MK -> RISK -> BTCR -0.003  0.009  0.296  0.767  

 

Similar to the procedures in H6, Table 5.24 and Table 5.37 become references for 

Table 5.38 associated with the relationship between the use of social media as an 

exogenous construct, entrepreneurial orientation as a mediating variable, and non-

financial performance as an endogenous construct. The results shown in Table 5.39 

provide information that out of the 18 sub-hypotheses submitted as details of H7, 4 

full mediation, and 2 complementary partial mediation sub-hypotheses were 

produced, while the remaining 12 sub-hypotheses did not produce a mediating effect. 

The calculation of paths a, b and c' is also carried out using the regression coefficient 

(β) of each interaction of exogenous variables against endogenous variables and the 

significance of the relationship between the two variables as presented in Table 5.24. 
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Table 5.38 

Type of Indirect Relationships between Social Media Usage and Non-Financial Performance mediated by Entrepreneurial Orientation 

Hypo-

theses 
Relationships 

Independent - 

Mediation Variables 

Mediation – 

Dependent Variables 

Independent – 

Dependent 

Variables (Direct 

Effect) 

Indirect 

Effect Mediation Type 

A B C A x B 

H7 

Social Media Usage -> 

Entrepreneurial Orientation -> 

Non-Financial Performance 

 

H7a SM4MK -> INNO -> BTCR 
SM4MK -

> INNO 

0.179 

(sig.) 

INNO -> 

BTCR 

0.146 

(sig.) 

SM4MK 

-> BTCR 

-0.092 

(not sig.) 
0.026 Full Mediation 

H7b SM4MK -> INNO -> BTAC 
SM4MK -

> INNO 

0.179 

(sig.) 

INNO -> 

BTAC 

0.018 

(not sig.) 

SM4MK 

-> BTAC 

0.105 

(not sig.) 
0.003 No Mediation 

H7c SM4MK -> RISK -> BTCR 
SM4MK -

> RISK 

-0.048 

(not sig.) 

RISK -> 

BTCR 

0.055 

(not sig.) 

SM4MK 

-> BTCR 

-0.092 

(not sig.) 
-0.003 No Mediation 

H7d SM4MK -> RISK -> BTAC 
SM4MK -

> RISK 

-0.048 

(not sig.) 

RISK -> 

BTAC 

0.074 

(not sig.) 

SM4MK 

-> BTAC 

0.105 

(not sig.) 
-0.004 No Mediation 

H7e SM4MK -> PROAC -> BTCR 
SM4MK -

> PROAC 

0.229 

(sig.) 

PROAC -> 

BTCR 

0.128 

(sig.) 

SM4MK 

-> BTCR 

-0.092 

(not sig.) 
0.029 Full Mediation 

H7f SM4MK -> PROAC -> BTAC 
SM4MK -

> PROAC 

0.229 

(sig.) 

PROAC -> 

BTAC 

0.163 

(sig.) 

SM4MK 

-> BTAC 

0.105 

(not sig.) 
0.037 Full Mediation 

H7g SM4CR -> INNO -> BTCR 
SM4CR -> 

INNO 

0.281 

(sig.) 

INNO -> 

BTCR 

0.146 

(sig.) 

SM4CR -

> BTCR 

0.617 

(sig.) 
0.041 

Complementary 

Partial Mediation 

H7h SM4CR -> INNO -> BTAC 
SM4CR -> 

INNO 

0.281 

(sig.) 

INNO -> 

BTAC 

0.018 

(not sig.) 

SM4CR -

> BTAC 

0.277 

(sig.) 
0.005 No Mediation 

H7i SM4CR -> RISK -> BTCR 
SM4CR -> 

RISK 

0.385 

(sig.) 

RISK -> 

BTCR 

0.055 

(not sig.) 

SM4CR -

> BTCR 

0.617 

(sig.) 
0.021 No Mediation 

H7j SM4CR -> RISK -> BTAC 
SM4CR -> 

RISK 

0.385 

(sig.) 

RISK -> 

BTAC 

0.074 

(not sig.) 

SM4CR -

> BTAC 

0.277 

(sig.) 
0.028 No Mediation 

H7k SM4CR -> PROAC -> BTCR 
SM4CR -> 

PROAC 

0.091 

(not sig.) 

PROAC -> 

BTCR 

0.128 

(sig.) 

SM4CR -

> BTCR 

0.617 

(sig.) 
0.012 No Mediation 

Table 5.38                   Continued 
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Table 5.38 

Type of Indirect Relationships between Social Media Usage and Non-Financial Performance mediated by Entrepreneurial Orientation 

(Continued) 

Hypo-

theses 
Relationships 

Independent - 

Mediation Variables 

Mediation – 

Dependent Variables 

Independent – 

Dependent 

Variables (Direct 

Effect) 

Indirect 

Effect Mediation Type 

A B C A x B 

H7l SM4CR -> PROAC -> BTAC 
SM4CR -> 

PROAC 

0.091 

(not sig.) 

PROAC -

> BTAC 

0.163 

(sig.) 

SM4CR -

> BTAC 

0.277 

(sig.) 
0.015 No Mediation 

H7m SM4IA -> INNO -> BTCR 
SM4IA -> 

INNO 

-0.010 

(not sig.) 

INNO -> 

BTCR 

0.146 

(sig.) 

SM4IA -> 

BTCR 

0.029 

(not sig.) 
-0.002 No Mediation 

H7n SM4IA -> INNO -> BTAC 
SM4IA -> 

INNO 

-0.010 

(not sig.) 

INNO -> 

BTAC 

0.018 

(not sig.) 

SM4IA -> 

BTAC 

0.318 

(sig.) 
-0.001 No Mediation 

H7o SM4IA -> RISK -> BTCR 
SM4IA -> 

RISK 

0.088 

(not sig.) 

RISK -> 

BTCR 

0.055 

(not sig.) 

SM4IA -> 

BTCR 

0.029 

(not sig.) 
0.005 No Mediation 

H7p SM4IA -> RISK -> BTAC 
SM4IA -> 

RISK 

0.088 

(not sig.) 

RISK -> 

BTAC 

0.074 

(not sig.) 

SM4IA -> 

BTAC 

0.318 

(sig.) 
0.007 No Mediation 

H7q SM4IA -> PROAC -> BTCR 
SM4IA -> 

PROAC 

0.228 

(sig.) 

PROAC -

> BTCR 

0.128 

(sig.) 

SM4IA -> 

BTCR 

0.029 

(not sig.) 
0.029 Full Mediation 

H7r SM4IA -> PROAC -> BTAC 
SM4IA -> 

PROAC 

0.228 

(sig.) 

PROAC -

> BTAC 

0.163 

(sig.) 

SM4IA -> 

BTAC 

0.318 

(sig.) 
0.037 

Complementary 

Partial Mediation 
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As an example of the sub-hypothesis of H7a, that is the interaction between SM4MK ➔ 

INNO ➔ BTCR of 0.026 with the Full Mediation type is obtained from: 

1) Path a (SM4MK ➔ INNO) = 0.179 (significant) 

2) Path b (INNO ➔ BTCR) = 0.146 (significant) 

3) Direct effect (SM4MK ➔ BTCR) = -0.092 (not significant) 

 

Indirect effect (a * b) = 0.179 x 0.146 = 0.026 is the same as the regression coefficient 

value (original sample) in Table 5.37 on the interaction between SM4MK ➔ INNO ➔ 

BTCR. Because path a is significant, path b is also significant, whereas the direct effect 

is not significant, then the type of mediation in the H7a sub-hypothesis is Full 

Mediation. 

 

Another example of the H7g sub-hypothesis, namely the interaction of SM4CR ➔ 

INNO ➔ BTCR of 0.041 with the Complementary Partial Mediation type is produced 

from: 

1) Path a (SM4CR ➔ INNO) = 0.281 (significant) 

2) Path b (INNO ➔ BTCR) = 0.146 (significant) 

3) Direct effect (SM4CR ➔ BTCR) = 0.617 (significant) 

 

Indirect effect (a * b) = 0.281 x 0.146 = 0.041 is the same as the original sample value in 

Table 5.37 on the SM4CR ➔ INNO ➔ BTCR interaction. Since path a is significant, 

path b is also significant, while the direct effect is also significant, hence the type of 

mediation is Partial Mediation. To determine the type of partial mediation, then a * b x 
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c' = 0.281 x 0.146 x 0.617 = 0.025 (positive) is calculated, so the mediation type in the 

sub-hypothesis of H7g is Complementary Partial Mediation. 

 

5.3.3.7 Control Variables of Company Age and Size to Financial Performance 

The final data analysis conducted in this study is to investigate whether different 

company age and company size (based upon a number of employees) will differentiate 

the decisions of SME owners or managers in adopting, using, and utilizing social media, 

then influencing their entrepreneurial orientation in the form of increased creativity, 

innovate, be more proactive, and dare to take risks in order to improve business 

performance, both financial and non-financial. For instance, in some SMEs that are still 

a beginner in using social media, are they more innovative and creative in making 

products, formulating marketing strategies, or creating new markets for their products 

compared to long-established SMEs? Likewise, will medium-scale SMEs after using 

social media, be more creative, innovative, pro-active, and have the courage to take risks 

in improving their business performance compared to small-scale SMEs? 

 

To answer these questions, the age and scale of SME businesses are included as control 

variables which are directly interacted with the endogenous constructs/latent variables in 

the model. This is in accordance with the opinion of a number of PLS-SEM authors and 

developers such as Hair et al, (2013) and Ringle, Wende, and Becker (2015) that, the 

way to involve control variables into the PLS model is to connect it directly with 

endogenous/dependent variables. Meanwhile, Becker, Klein, and Wetzels (2012) and 

Sarstedt, Henseler, and Ringle (2011) stated that a "control variable" is a variable that 
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affects the dependent variable, but it is not used as an independent variable. If we do not 

include the control variables, the relationship between independent and dependent 

variables should be underestimated or overestimated. For these reasons, the researcher 

should connect the control variable just to the dependent variables. 

 

In this study, the variable age of SMEs was measured as ordinal data or dummy variable 

(i.e. 1 = young and 2 = old). The data of age is obtained from the year when the survey 

was conducted, which is 2018 minus the year the SME was established. Furthermore, 

the average age of SMEs is calculated from all samples whose age is known. If the age 

of the SME is greater than the average age of SMEs, code 2 is given, which means that 

the SME is considered old. On the other hand, if the age of the SME is smaller than the 

average age of SMEs, then code 1 is given which means the age of the SME is relatively 

young. 

 

Meanwhile, the variable size of SME is also measured as ordinal data or dummy 

variable (1 = small and 2 = medium) which is calculated from the average employees 

owned by SME, namely permanent employees with full-time and part-time status. The 

data obtained from the field are grouped based on Law No. 20 of 2008 concerning 

MSMEs, namely: 

1) SMEs with less than 5 permanent employees, called micro, are coded 1 

2) SMEs with permanent employees 5 - 19, called small, are coded 2 

3) SMEs with permanent employees 20 - 99, called medium, are coded 3 

4) SMEs with 100 or more permanent employees, called large, are coded 4 
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Because there are only two sizes of SMEs that are sampled in this study, namely small 

and medium scale enterprises, while micro and large enterprises are not, hence codes 2 

and 3 are changed to code 1 and 2 to represent small and medium SMEs. 

 

Furthermore, data on the age and size of SMEs in the form of ordinal or dummy data 

(i.e. code 1 = young SMEs and code 2 = old SMEs; code 1 = small-scale SMEs and 

code 2 = medium-scale SMEs) then interact to the Financial Performance construct. The 

results of the interaction of control variables and the Financial Performance construct 

are shown in Table 5.39 (referring to Table 5.24 Path Coefficient). 

 

Table 5.39 

Control Variables of Company’s Age and Size to Financial Performance 

No. Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Value 
Decision 

1 

Company Age to Social 

Media Usage -> Cost 

Reduction 

-0.042 0.664 0.507 Not Supported 

2 

Company Age to Social 

Media Usage -> Sales 

Increase 

-0.087 1.810 0.071 Supported ** 

3 

Company Size to Social 

Media Usage -> Cost 

Reduction 

-0.060 0.844 0.399 Not Supported 

4 

Company Size to Social 

Media Usage -> Sales 

Increase 

-0.021 0.402 0.688 Not Supported 

Remarks: *   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

     ** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 

 

Table 5.39 shows that there is only one significant interaction between the age of SMEs 

and Sales Increase (SALES) because both have the t-statistic value = 1.810 and the p-

value = 0.071, which is above the threshold level of significance of 10% (p-value < 

0.10), while the other three interactions were not significant. Thus, the difference of 
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SMEs' age differentiates the increasing sales of SMEs' products due to the use of social 

media which is supported by the entrepreneurial orientation owned by the SME's owner 

or manager. The interesting finding is, the regression coefficient (β) of the relationship 

between the two is -0.087 (negative), which indicates that through the use of social 

media, on average younger SMEs have a better chance or probability of increasing sales 

compared to older SMEs, even though in a very small amount, only 0.087 units. 

 

5.3.3.7 Control Variables of Company Age and Size to Non-Financial Performance 

With the same procedure as Financial Performance, the results of the interaction of 

control variables and the Non-Financial Performance construct are shown in Table 5.41 

which is based on the results presented in Table 5.24 (Path Coefficient). 

 

Table 5.40 

Control Variables of Company’s Age and Size to Non-Financial Performance 

No. Relationships 

β 

(regression 

coefficient) 

T 

Statistics 

P 

Value 
Decision 

1 

Company Age to Social 

Media Usage -> Better 

Customer Relations 

0.013 0.258 0.796 Not Supported 

2 

Company Age to Social 

Media Usage -> Better 

Information Accessibility 

0.024 0.504 0.615 Not Supported 

3 

Company Size to Social 

Media Usage -> Better 

Customer Relations 

-0.085 1.759 0.079 Supported ** 

4 

Company Size to Social 

Media Usage -> Better 

Information Accessibility 

-0.102 2.044 0.041 Supported * 

Remarks: *   Significance at p-value < 0.05 (t-stat = 1.960, two-tailed) 

     ** Significance at p-value < 0.10 (t-stat = 1.645, two-tailed) 

 

Table 5.40 provides information that there are two significant interactions, namely 

interaction between the size of SMEs and the improvement of relationships and services 
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to customers (BTCR), and interaction between the size of SMEs and the improvement of 

information accessibility to customers (BTAC). Their t-statistic and p-value were 1.759 

(0.079), significant at α = 10% and 2.044 (0.041), significant at α = 5%, while the other 

two interactions were not significant. Thus, the difference of the SMEs' size 

differentiates the improvement of customer relations and service satisfaction, which is 

caused by the use of social media which is supported by the entrepreneurial orientation 

owned by the SME's owner or manager. The regression coefficient (β) of the 

relationship between the two is -0.085 (negative), which means that through the use of 

social media, on average small-scale SMEs have a better chance of maintaining 

relationships with customers and providing better service to customers compared to 

medium-scale SMEs, even though only 0.085 units.  

 

The difference of the SMEs' size also distinguishes the improvement of the information 

accessibility provided by SMEs to their customers, which is caused by the use of social 

media which is supported by the entrepreneurial orientation owned by the SMEs' owner 

or manager. The regression coefficient (β) of the relationship between the two is -0.102 

(negative), which means that through social media use, on average small-scale SMEs 

have a better probability of increasing information accessibility to customers rather than 

medium-scale SMEs, although only 0.102 units. 

 

5.4 CHAPTER SUMMARY 

This chapter provides a complete explanation regarding the data analysis in this study. It 

begins with the descriptive analysis, which contains data and information related to the 
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profile of the respondents, the profile of the SMEs, and the activities carried out by the 

SMEs in the sample area. The next section discusses the quantitative data analysis 

through the implementation of a number of assessment procedures, starting from testing 

the measurement model, consisting of four stages, namely Reliability/Factor Loadings, 

Composite Reliability, Convergent Validity, and Discriminant Validity which consists 

of three sub-activities, namely Fornell-Larker's criterion, Cross-loadings criterion, and 

Heterotrait-Monotrait ratio of correlation (HTMT). This section ends with a 

recapitulation of the measurement model. Furthermore, testing the structural model 

which consists of six stages, namely Literal Collinearity issues, Path Coefficient, 

Coefficient of Determination (R2), Effect size (f2), Predictive relevance (Q2), and 

Goodness of Fit Index (GoF), and ends with a recapitulation of the structural model. 

From the conclusion of the results obtained from a number of tests, then testing the 

hypotheses is carried out to test all the hypotheses proposed in this study from H1 to H7 

along with all the sub-hypotheses that accompany it. Included in hypothesis testing is 

the interaction between the control variables and the financial and non-financial 

performance constructs. The results obtained from the data analysis procedure using 

SmartPLS 3.2.7 are the study findings which will be discussed in the next chapter.  

 

 

 

*** 
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Chapter Six 

FINDINGS AND DISCUSSION 

 

6.1 INTRODUCTION 

This chapter presents the findings of the quantitative data analysis carried out in Chapter 

Five, followed by an explanation of each finding that was compromised by the relevant 

literature. The discussion starts with a summary of the stages the researcher has gone 

through from Chapter One to Chapter Five. The next section discusses the findings of 

data analysis processed using SmartPLS 3.2.7 against a number of proposed hypotheses, 

namely from H1 to H7. Since each hypothesis has sub-hypotheses, discussions of the 

sub-hypotheses were carried out. Furthermore, the findings related to the control 

variables involved in this study were also discussed. This chapter ends with a chapter 

summary. 

 

6.2 SUMMARY OF THE STUDY  

As explained in the problem statement in Chapter One, this study highlights a number of 

weaknesses faced by manufacturing SMEs in Indonesia, especially with regard to the 

weakness of SME in managerial aspects, such as low creativity and innovativeness, less 

pro-activeness to take the business opportunities, and afraid to take the risk (Sijabat, 

2011), causing the SME business performance to be relatively difficult to develop. An 

alternative that can be proposed to eliminate this problem is through the use of social 

media which does not require high technical knowledge and experience, as well as 

expensive cost (Derham et al., 2011). Through the use of social media, it is hoped that it 
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can stimulate, trigger, motivate and arouse the entrepreneurial spirit of SME owners or 

managers in the form of creativity and innovation, be pro-active in seeking business 

opportunities and dare to take risky decisions. By empowering human resources and 

optimizing the use of social media, it is hoped that the financial and non-financial 

performance of SMEs can increase. 

 

On the basis of these problems, understanding the benefits of social media for SME 

businesses is important and exploring the entrepreneurial potential of SME 

owners/managers in order to improve SME performance is very urgent and necessary. 

An understanding of the advantages and disadvantages of social media can be obtained 

by studying the relevant theoretical basis so that it can be decided whether to adopt it 

and use it or leave it. The right theory for this is the Diffusion Innovation Theory 

initiated by Rogers (1962). Meanwhile, exploring the potential and empowerment of the 

internal resources of SMEs, especially human resources, can be learned from the 

Resource-based View Theory from Barney et al. (2011). Both of these theories serve as 

a guide for researchers to go further. On the one hand, it is related to the use of social 

media, which is currently the most dynamic phenomenon in the business world, and has 

even become a new communication paradigm in a marketing context (Zarella, 2010), so 

it needs careful consideration to be adopted. On the other hand, the untapped potential of 

the company's internal resources in the form of entrepreneurial orientation (i.e. 

innovativeness, risk-taking, and pro-activeness) should be optimally empowered. 
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Based on the two theories above and a review of the relevant literature, a research 

framework is then proposed and hypotheses, as well as sub-hypotheses, are developed. 

Furthermore, it was decided that this study was designed to use a quantitative approach 

because it aims to investigate the effect of social media use on SME performance and 

whether the dimensions of Entrepreneurial Orientation (EO) mediate the relationship 

between social media use and SME manufacturing performance. As discussed in 

Chapter Five, after going through a number of testing stages related to the reliability and 

validity of the models proposed in this study (outer-model and inner-model), it was 

concluded that the model was declared to have quite good based on its goodness of fit 

index, so it was suitable to be used to test the hypotheses. The results of hypothesis 

testing using SmartPLS 3.2.7 provide information that a number of proposed hypotheses 

and sub-hypotheses are proven to be significant, while a number of other hypotheses and 

sub-hypotheses are indicated as not supporting (insignificant). Sub-hypothesis 

submission is intended as an effort of this study to obtain deeper and more focused 

findings on which independent variables have the greatest impact on the dependent 

variable. Thus, the role of each variable that exists in the use of social media (and each 

dimension in EO) against each variable of the SMEs' financial and non-financial 

performance can be known. The following section discusses the results of the interaction 

of each independent variable (and the mediating variable) on each of the independent 

variables involved in this study. 

 

As a note: the survey in this study was conducted by the researcher with 8 surveyors, 

where data collection was carried out by visiting respondents in the field to be given a 
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questionnaire and guided in answering the questionnaire. Along with the survey data 

collection, relevant information was also extracted from the questionnaire through direct 

interviews with the respondents concerned. Therefore, the discussion of the results of 

data analysis in this chapter is also supported by information obtained from interviews 

with respondents. 

 

6.3 ROLE OF SOCIAL MEDIA USE ON FINANCIAL PERFORMANCE (H1) 

To fulfil the first research objective, the researcher develops one hypothesis (H1) which 

is derived into six sub-hypotheses (H1a-H1f). The results of testing the first hypothesis 

(H1) which says "There is a positive significant relationship between Social Media 

Usage and Financial Performance" shows that there is a significant positive relationship 

between social media use and financial performance of SMEs. This is shown in Table 

5.25 where the value of the coefficient of determination (R2) or the power of predicting 

the use of social media for both marketing purposes, improving customer relations and 

information accessibility is moderate against sales increase, where R2 = 0.529, t-

statistics = 10.208 ( 0.000), but is weak against cost reduction, where R2 = 0.225, t-

statistics = 3.679 (0.000). 

 

This finding supports a number of previous studies that performed similar analyzes, 

such as Apigian et al. (2005); Shuai & Wu (2011); and Stone et al. (2007) which stated 

that the use of information technology, including the internet, is positively related to 

organizational performance. Furthermore, Ainin et al. (2015); Kwok & Yu (2013), and 

Wong (2012) claimed that Facebook use affects the financial performance of SMEs. 
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Also, Cesaroni & Consoli (2015); Kim & Ko (2012); Paridon & Carraher (2009); 

Parveen et al. (2014, 2016); and Solis (2010) who found that social media use affects 

organizational performance. Thus, the findings prove that SMEs which adopt and use 

social media to support their businesses are better able to increase sales of their products 

rather than to reduce their costs. 

 

To find out the role of social media use in improving financial performance in more 

depth, the following is an explanation of the results of sub-hypotheses testing for each 

variable of social media use against each variable of SME financial performance (H1a-

H1f). 

 

6.3.1 Social Media Use for Marketing and Cost Reduction (H1a) 

The results of the H1a sub-hypothesis testing which states that "There is a positive 

significant relationship between Social Media for Marketing and Cost Reduction" were 

found to be insignificant as shown in Table 5.30, where the t-statistical and p-value 

values were below the threshold determined as 0.544 (0.587) < 1.96 (α = 0.05). This 

finding indicates that the use of social media by SMEs does not guarantee a positive 

impact on SMEs, especially in reducing operational costs. 

 

This insignificant result contradicts the findings of Harris and Rea (2009), Kim and Ko 

(2012), Paridon and Carraher (2009), and Parveen et al. (2014, 2016) which found that 

the use of social media has provided benefits for companies such as savings in 

advertising costs, increased efficiency, and company products' branding. The reality in 
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the field recorded during interviews between the researcher and respondents showed that 

there are conditions wherein a number of small-scale manufacturing SMEs, the adoption 

of information technology, especially social media, requires the availability of 

supporting facilities such as a desktop computer, laptop, or cell phone as a not cheap 

investment cost. Likewise, the cost of Internet access in the form of non-routine credit or 

subscription to the internet network can be considered not cheap because it becomes a 

fixed monthly fee for SMEs. This is in line with the findings of Chong and Chan (2012) 

which stated that the provision of social media as a device forces SME’s owner to 

rethink if they require high initial set-up costs. 

 

The results of interviews with several SME owners also revealed that they had not been 

able to optimize the use of social media because of the limited human resources who 

handled it and were not familiar with the technology adopted. They are worried if 

adopting social media will actually add to the cost burden for the company. 

 

6.3.2 Social Media Use for Customer Relations and Cost Reduction (H1b) 

The H1b sub-hypothesis which says "There is a positive significant relationship between 

Social Media for Customer Relations and Cost Reduction" was tested and found to be 

significant, where the t-statistic and p-value were above the required threshold of 3.746 

(0.000) > 2.58 (α = 0.01). This finding shows that the use of social media by SMEs for 

the purpose of providing services and customer relationships has a positive impact on 

reducing the costs of SMEs. The magnitude of the impact is β = 0.368, which means that 

every time there is an increase in the use of social media in order to establish 
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relationships and provide services to consumers by 1 unit, it will reduce operational 

costs by 0.368 units (assuming ceteris paribus). 

 

This finding supports the studies conducted by Molla and Heeks (2007) and Parveen et 

al. (2014, 2016) which stated that the use of social media can reduce service costs to 

customers. This has to do with the ability of social media to provide a lot of information 

not only for the company itself in relation to the market and its competitors but 

especially for customers and what they need. Therefore, this finding proves that by 

using social media, SMEs can provide more satisfying services to customers, especially 

in relation to the ease of choosing products, making payments, establishing 

communication with customers so that better relationships can be established, which in 

turn can save operational costs. 

 

The results of interviews with respondents also provide information that for a number of 

SME owners or managers, the use of social media allows open communication to occur 

which can help companies understand customer needs, improve company image and 

determine the company's competitive position in the market. This is because 

communication between SMEs and customers can be better mediated by utilizing the 

facilities provided by social media. 

 

6.3.3 Social Media Use for Information Accessibility and Cost Reduction (H1c) 

Similar to the H1a sub-hypothesis, the H1c test which states that "There is a positive 

significant relationship between Social Media for Information Accessibility and Cost 
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Reduction" gives insignificant results because the t-statistic and p-value were 0.915 

(0.361) is below the specified threshold, namely < 1.96 (α = 0.05). This finding 

indicates that the use of social media for information accessibility is not able to reduce 

operational costs. This result contradicts the findings of a number of previous studies 

(e.g. Delone & McLean, 2003; Parveen et al., 2015) which stated that because of the 

ease of access to social media, companies know more about their product market instead 

of must be visiting a number of markets to see potential buyers. 

 

This insignificant result can be explained by referring to the study of Mirani and Lederer 

(1998) which claimed that the growth of information technology (IT) today can provide 

various informational benefits for organizations. There are three informational benefits 

that can be obtained, namely information access, information quality, and information 

flexibility. Good information accessibility allows organizations to obtain information 

about their potential customers from communication via social media. Likewise, the 

information system success model from Delone and McLean (2003) emphasized that the 

effective use of informed social media indicates IT success, which in turn has an impact 

on the organization. Thus, as long as social media is not optimally used by SMEs, access 

to information about the market, competitors, and especially their customers can also be 

hampered, which results in an irreversible cost burden. 

 

The results of the researchers' interviews with a number of SME owners revealed that 

their companies were producers, not retailers, so the use of social media was felt to be 

less effective. A number of other respondents also stated that they have no problem 
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marketing their products because it has been handled by third parties (retailers, resellers, 

or agents). Therefore, information related to the character and behaviors of the buyer is 

never known by the owner/manager of the SMEs. 

 

6.3.4 Social Media Use for Marketing and Sales Increase (H1d) 

Testing the H1d sub-hypothesis which states that "There is a positive significant 

relationship between Social Media for Marketing and Sales Increase" gave insignificant 

results, where the t-statistic score and p-value were 0.713 (0.476) which is smaller than 

1.96 (α = 0.05). This shows that social media use to support SME marketing programs is 

not able to increase sales of their products. Similar to the H1a sub-hypothesis, this result 

contradicts the findings of a number of previous studies examining similar issues, for 

example, Lu and Julian (2007) who found that internet use has a positive impact on 

improving export marketing performance or Teo and Choo (2001) who revealed that the 

use of information technology provides strategic benefits for companies such as cost 

reduction, revenue generation, and managerial effectiveness. 

 

This insignificant result may be caused by the doubt or consideration of the SME 

owner/manager in assuming business risk. This reason refers to Lee and Chen (2013) 

and Gritzalis et al. (2014) who argued that the risks that could occur if SMEs adopt and 

use social media might be the most serious considerations for top management of SMEs, 

such as reputation risk, privacy risk, security risk, legal risk, and time risk. 

 



267 

 

The results of interviews with a number of SME owners/managers also revealed that not 

all of the information about the products sold by the company was conveyed through 

social media on the grounds of keeping company secrets. In this context, the policy of 

the owner/manager of SMEs may be the company's weak point in competing with other 

SMEs where information about products is clearer and more open to consumers via 

social media. As a result, the problem of being unable to compete has implications for 

low product sales levels. 

 

6.3.5 Social Media Use for Customer Relations and Services and Sales Increase 

(H1e) 

The H1e sub-hypothesis which says "There is a positive significant relationship between 

Social Media for Customer Relations and Sales Increase" was tested and found to be 

significant, where the t-statistic and p-value were 9.340 (0.000) greater than 2.58 (α = 

0.01). This finding means that the use of social media by SMEs for the purpose of 

providing services and relationships to customers has a positive impact on increasing 

sales of SME products. The magnitude of the impact is β = 0.620, which means that 

every time there is an increase in the use of social media in order to establish 

relationships and provide services to consumers by 1 unit, it will increase sales by 0.620 

units (assuming ceteris paribus). 

 

This significant finding supports studies conducted by a number of previous studies, for 

instance, O'Leary et al. (2004) which stated that the use of the Internet has a positive 

impact on organizations, in particular improving the practice of CRM (Customer 
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Relations Management), or Thao and Swierczek (2008) who claimed that the Internet 

can provide interaction and transactional benefits for companies. Likewise, Molla and 

Heeks (2007) found that information technology can reduce marketing costs, improve 

customer relationships, and improve the company's image and competitive position. 

 

The results of interviews with a number of SME owners also provide evidence that the 

benefits that can be obtained from the use of social media, the first are related to 

branding, namely the name of the company's product becomes known to people, then 

followed by ordering, followed by product payments, so that sales volume increases, 

and automatically profit will also increase. 

 

6.3.6 Social Media Use for Information Accessibility and Sales Increase (H1f) 

The result of the H1f sub-hypothesis testing, which states that "There is a positive 

significant relationship between Social Media for Information Accessibility and Sales 

Increase" provides significant findings where the t-statistic and p-value were 2.077 

(0.038) which is greater than 1.96 (α = 0.05). This finding suggests that the use of social 

media by SMEs for the purpose of increasing information accessibility has a positive 

impact on increasing sales of SME products. The magnitude of the impact is β = 0.127, 

which means that if there is the use of social media to increase information accessibility 

by 1 unit, it will increase sales by 0.127 units (assuming ceteris paribus). 

 

This result supports a number of previous studies that examined similar cases, for 

example, Parveen et al. (2015) who stated that one of the most important impacts of the 
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use of social media is the increased accessibility of information, where organizations 

can easily obtain information about their potential customers, their tastes, their desires 

from conversations on social media sites, also about the market, new trends, as well as 

industry information. The effective information the company receives from the market 

and the information the company delivers to potential customers will lead to consumer 

interest and desire in buying the company's products, which in turn will increase sales 

volume. 

 

The results of interviews with a number of SME owners also revealed that they use 

social media as a complement to conveying information to prospective buyers. Other 

SME owners said they use social media as a medium to follow up on company 

promotion activities through trade fairs that they participate in. 

 

6.4 ROLE OF SOCIAL MEDIA USE ON ENTREPRENEURIAL ORIENTATION 

(H2) 

Referring to the conceptual framework and hypotheses development proposed in this 

study (see Chapter Three, sections 3.3 and 3.4), apart from examining the impact of 

social media use on SMEs' financial and non-financial performance, quantitative data 

analysis also examines the impact of social media used by SMEs against entrepreneurial 

orientation (EO) owned by SME owners/managers. For this purpose, the researcher 

developed one hypothesis (H2) which is broken down into nine sub-hypotheses (H2a-

H2i). The H2 test result which states that "There is a positive significant relationship 

between Social Media Usage and Entrepreneurial Orientation" shows there is a positive 
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and significant influence between the use of social media and the EO dimension. This is 

shown in Table 5.25 where the coefficient of determination (R2) or the power of 

predicting the use of social media for marketing purposes, improving customer 

relationships and information accessibility is weak against all EO dimensions, namely 

innovativeness of 0.167 (t-statistics = 3.004, α = 0.002), risk-taking of 0.169 (t-statistics 

= 3.162, α = 0.002) and pro-activeness of 0.227 (t-statistics = 3.812, α = 0.000). 

 

This finding supports a number of previous researches, such as studies conducted by 

Elliot and Boshoff (2005) and Mostafa et al. (2006) who revealed that there is a 

significant relationship between the success of internet marketing and the increase of EO 

in organizations. Meanwhile, Adebayo's study (2015) claimed that online social 

networking has a significant relationship with student's entrepreneurial opportunity 

identification. Likewise, with the findings of Parveen et al. (2016) argued that the use of 

social media in organizations has a strong influence on increasing EO of organizational 

CEOs. What distinguishes this study from Parveen et al. (2016) is that the closeness of 

the relationship or predictive power (R2) of social media use to the EO dimension is 

weak, because the R2 is below 0.25 (Hair et al., 2017). 

 

To find out the role of social media use in stimulating, triggering, motivating, or 

developing the EO dimensions of SME owners/managers in more depth, the following 

section describes the results of sub-hypothesis testing for each variable of social media 

use against each dimension of EO (H2a-H2i). 
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6.4.1 Social Media Use for Marketing and Innovativeness (H2a) 

Innovativeness is the first dimension of EO which is interacted with the use of social 

media, where the sub-hypothesis H2a states that "There is a positive significant 

relationship between Social Media for Marketing and Innovativeness". The test results 

were found to be significant because the t-statistic and p-value of 2.101 (0.036) were 

greater than the thresholds 1.96 (α = 0.05). This finding indicates that social media use 

to support SME marketing programs has a positive impact on increasing the creativity 

and innovation of SME owners/managers. The magnitude of the impact is β = 0.179, 

which means that every time there is an increase in the use of social media in order to 

increase marketing by 1 unit, it will increase innovativeness by 0.179 units (assuming 

ceteris paribus). 

 

This finding consistent with the studies conducted by Solis (2010) and Parveen et al. 

(2016) who stated that the use of social media has motivated the company's top 

management to be creative and innovative in exploring ideas to make products. 

Therefore, this finding proves that by using social media used in marketing programs, 

SME owners/managers can be inspired, triggered, and motivated to be creative and 

innovative in developing new products, new services, new strategies, new production 

processes, or modifying the old ones, becomes more efficient for its marketing program. 

The results of interviews with a number of respondents in the field also provided input 

to the researcher that with social media companies can get ideas to create products that 

have their own uniqueness or creative designs, so that they can attract consumers to buy. 
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Companies can also make products with very varied designs so that they are not easy to 

imitate or are not easily produced by other companies or larger companies. 

 

6.4.2 Social Media Use for Customer Relations and Innovativeness (H2b) 

Similar to H2a, the H2b sub-hypothesis testing which states "There is a positive 

significant relationship between Social Media for Customer Relations and 

Innovativeness" gave significant results, where the t-statistic and p-value were 3.060 

(0.002) > 1.96 (α = 0.05). This finding suggests that the social media used by SMEs for 

the purpose of improving customer relationships has a positive impact on increasing 

creativity and innovation of SME owners/managers. The magnitude of the impact is β = 

0.281, which means that every time there is an increase in the use of social media in 

order to improve relationships with customers by 1 unit, it will increase innovativeness 

by 0.281 units (assuming ceteris paribus). 

 

This significant result supports the study conducted by Zyl (2009) that through social 

media, corporate innovation can be encouraged because of the monitoring of 

communication between companies and customers, the presence of feedback, and 

customer opinions, that can be input for the company. So, this finding proves that by 

using social media to improve customer relationships, SME owners/managers can be 

inspired, triggered, and motivated to be creative and innovative in developing their 

products, either by modifying old products or by creating products with new innovations 

or models or going through a new production process using new machines/equipment, 

so that it becomes more attractive for consumers to buy them. 
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Interviews with a number of SME owners also revealed that by communicating via 

social media, companies can develop products that can be consumed or used by different 

market segments in terms of age, gender, social strata, or according to consumer 

demand. The company's efforts to accommodate the needs or demands of different 

consumers will increase the closeness of the company and its customers.  

 

6.4.3 Social Media Use for Information Accessibility and Innovativeness (H2c) 

Testing the H2c sub-hypothesis which says that "There is a positive significant 

relationship between Social Media for Information Accessibility and Innovation" found 

insignificant results because the t-statistic and p-value scores of 0.122 (0.903) were far 

below the threshold determined at 1.96 (α = 0.05). This shows that the use of social 

media to increase the accessibility of information does not have a real impact on SMEs 

to increase the creativity and innovation of SME owners/managers. 

 

This insignificant finding contrasts with the study of Gray (2006) which stated that 

business partners and even company competitors can play a role in providing 

information for company creativity and innovation. It also contradicts the findings of 

Varis and Littunen (2010) who examined SMEs in Finland that the use of freely 

available external information sources such as trade shows or being a member of 

industry clusters is a source of innovation. So, as long as the information can be 

accessed properly by companies and customers through any media, included social 

media, then communication between the two can produce innovative and productive 

outputs. 
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The results of interviews with a number of SME owners also reveal that there are 

limited efforts or opportunities for SMEs to create creations and innovations on their 

products because the majority of products made by manufacturing SMEs are products 

that have customized designs or have been determined by consumers. With this 

condition, efforts to increase creativity and innovation through the use of social media 

are not maximal. 

 

6.4.4 Social Media Use for Marketing and Risk-taking (H2d) 

The second dimension of EO is Risk-taking which is interacted with the use of social 

media. The proposed H2d sub-hypothesis which states that "There is a positive 

significant relationship between Social Media for Marketing and Risk-taking" was 

tested and found insignificant result, in which the t-statistic and p-value of 0.588 (0.577) 

were far below the specified threshold of 1.96 (α = 0.05). This shows that the use of 

social media to support marketing programs is not able to trigger, stimulate, or motivate 

SME owners/managers to be more courageous in taking business risks. 

 

This result contradicts the findings of previous studies, such as Akar and Topcu (2011) 

which suggested that organizations use social media for marketing more extensively 

than traditional means, where these changes will affect the tendency to take 

organizational risks. Likewise, the study of Parveen et al. (2016) which revealed that 

organizations that use social media are willing to take risks and invest in new products 

and services to satisfy customers and improve the brand image of the company's 

products. In other words, the more intensively the owner/manager uses social media, the 
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more insight and opportunities are for maneuvering in running his business, including 

having the courage to take business risks in order to market their products. 

 

The results of interviews with a number of SME owners are relevant to this insignificant 

finding, especially those who are able to export their products such as furniture SMEs. 

They stated that they were accustomed to doing promotions through trade fairs held by 

third parties (for example, the Office of Cooperatives and MSMEs, Chambers of 

Commerce and Industry) both at home and abroad, which was perceived more effective 

than using social media. This may be the reason that the effectiveness of promotion 

using social media has not been proven, thus raising doubts about the business risks that 

must be borne by SME owners. 

 

6.4.5 Social Media Use for Customer Relations and Risk-taking (H2e) 

In the H2e sub-hypothesis which says that "There is a positive significant relationship 

between Social Media for Customer Relations and Risk-taking", the test result shows a 

significance between the two variables because the t-statistics and p-value were 4.771 

(0.000) > 2.58 (0.000). This proves that the social media used by SMEs to improve 

customer relationships has a significant positive impact against taking the risks. The 

magnitude of the impact is β = 0.385, which means that every time there is an increase 

in the use of social media in order to improve relationships with customers by 1 unit, it 

will increase risk-taking by 0.385 units (assuming ceteris paribus). 

 



276 

 

This finding relevant to the study conducted by Molla and Heeks (2007) which found 

that the use of social media improves customer relationships, improves company image 

and competitive position. Relationships with customers that can be established well will 

motivate the company to sell products with the best quality and excellent service 

satisfaction to customers. For that purpose, companies will be more willing to take risks 

in order to fulfil their objectives. This finding also consistent with the statement of 

Covin and Slevin (1991) that entrepreneurial-oriented companies will have a strategic 

posture which is indicated by the tendency of entrepreneurs to take risks. 

 

The results of interviews in the field provide information that it is somewhat different 

from furniture SMEs which are accustomed to using the exhibition model as a medium 

for business promotion, a number of other SMEs such as batik SMEs, bag and leather 

shoe craftsmen, revealed that after using social media, business management becomes 

more practical because the company no need to rent an expensive place to display 

products, and no need to bother doing promotions or participating in exhibitions. 

Through social media, companies can get clearer information in understanding the types 

of buyers and their characteristics, so they dare to use the budgeting function in prime. 

The level of self-confidence is also higher because the market segment and market niche 

of the company's products are known. 

 

6.4.6 Social Media Use for Information Accessibility and Risk-taking (H2f) 

The H2f sub-hypothesis test, which states that "There is a positive significant 

relationship between Social Media for Information Accessibility and Risk-taking", 



277 

 

obtained insignificant results because the resulting t-statistic and p-value were 0.978 

(0.329) < 1.96 (α = 0.05). This shows that the use of social media to improve 

information accessibility does not have a real impact on the SME owners/managers to 

increase the courage to take business risks. 

 

This insignificant finding is in line with the view of Cunningham (2011) which stated 

that social media can be said to be an entrepreneur's official presence, that is, its 

presence represents an organization/company that establishes communication and 

delivers information to its stakeholders. In using social media, there are two issues 

relating to the company's official presence, namely how to protect an 

organization/company from security threats both internal and external, including 

netiquette (Lee & Chen, 2013; Gritzalis, Kandias, Stavrou, and Mitrou, 2014). This 

means that the use of social media has the potential to carry risks that company 

employees do not know or are aware of when sharing information via social media (Lee 

& Chen, 2013; Hekkala, Väyrynen, and Wiander, 2012). So, it is very rational that if a 

company is reckless in choosing and using social media, the company will get a number 

of risks, namely reputation risk, privacy risk, security risk, legal risk, and time risk (Lee 

& Chen, 2013; Gritzalis et al., 2014). 

 

The results of interviews with a number of SME owners also show that not every 

company is willing to display or expose information related to its products to the public 

using social media. The reason is to protect their business area or company secrets. 

According to them, along with the ease of internet and social media access, information 
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has become very open, and that does not guarantee that all internet and social media 

users have good faith, and risk harming the company. 

 

6.4.7 Social Media Use for Marketing and Pro-activeness (H2g) 

Pro-activeness is the third dimension of EO that is interacted with the use of social 

media. The proposed H2g sub-hypothesis which says "There is a positive significant 

relationship between Social Media for Marketing and Pro-activeness" was tested and a 

significant result was found, where the t-statistic and p-value of 2.582 (0.010) were 

above the specified limit of 2.58 (α = 0.01). This shows that the use of social media to 

support marketing programs actually has an impact in inspiring, motivating, and 

building the pro-activeness of SME owners/managers, especially in taking market 

opportunities for their products. The magnitude of the impact is β = 0.229, which means 

that if there is an increase in the use of social media by SMEs to support their marketing 

programs by 1 unit, it will increase the pro-activeness of SME owners/managers by 

0.229 units (assuming ceteris paribus). 

 

This finding supports a number of previous studies such as Parveen et al. (2014) which 

stated that social media has changed the way businesses are run, where open 

communication is possible, which can help organizations understand customer needs 

and motivate organizations to proactively respond to customer needs in an efficient 

manner. This finding is also in line with the study of Lumpkin and Dess (1996) which 

claimed that proactive is an opportunity-seeking and forward-looking perspective that 

involves introducing new products or services ahead of the competition and acting to 
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anticipate future demands to create change and shape the environment. Thus, the use of 

social media by SMEs in marketing activities is able to trigger, stimulate, and motivate 

the pro-activeness characteristics of SME owners/managers. 

 

The results of interviews with a number of SME owners in the field provide information 

that they have carried out their marketing programs through social media by taking the 

opportunity to export their products to international markets. For instance, some batik 

SMEs that produce goyor sarongs export their products to Somalia because of the high 

demand. Buyers from Somalia considered that the goyor sarong made by Indonesian 

SMEs was suitable for residents in Somalia which has a hot climate. The buyers said the 

goyor sarong is very comfortable because it is cool to use when the summer season 

comes. So, for exporting SMEs like this, the use of social media can foster the owner's 

pro-activeness character. 

 

6.4.8 Social Media Use for Customer Relations and Pro-activeness (H2h) 

The H2h sub-hypothesis which states that "There is a positive significant relationship 

between Social Media for Customer Relations and Pro-activeness" was tested and found 

insignificant results, because the t-statistic and p-value scores of 1.076 (0.283) were 

below the threshold of 1.96 (α = 0.05). This means the social media used by SMEs to 

improve customer relationships does not have a significant impact on the pro-activeness 

characteristics of SME owners/managers. 
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This finding contradicts a number of previous studies such as Lumpkin and Dess (1999) 

and Rauch et al. (2009) who described proactive as an initiative to anticipate and pursue 

new opportunities in relation to market demand in the future. So, there is awareness and 

responsiveness of the company to take a role or initiative in front of market signals than 

its competitors (Hughes & Morgan, 2007). This is important to identify and evaluate 

new market opportunities and monitor market trends for the coming period (Kropp, 

Lindsay & Shoham, 2008). However, this finding actually supports the findings of 

Kusumawardhani (2013) which stated that the behavior of SMEs in Indonesia tends to 

be less proactive so that the available business opportunities are not optimally utilized 

by SMEs. 

 

With the condition of SMEs in Indonesia, as found by Kusumawardhani (2013), the 

presence of social media does not do much to help trigger, stimulate and motivate SME 

owners/managers to act proactively in taking market opportunities.  

 

6.4.9 Social Media Use for Information Accessibility and Pro-activeness (H2i) 

The H2i sub-hypothesis testing which says "There is a positive significant relationship 

between Social Media for Information Accessibility and Pro-activeness" gave 

significant results, where the t-statistic and p-value were 2.339 (0.020) > 1.96 (α = 0.01). 

This shows that the use of social media to improve the accessibility of information has a 

real impact in inspiring, motivating, and building the pro-activeness of SME 

owners/managers. The magnitude of the impact is β = 0.228, which means that if there 

is an increase in the use of social media by SMEs to increase information accessibility 
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by 1 unit, it will increase the pro-activeness of SME owners/managers by 0.228 units 

(assuming ceteris paribus). 

 

This finding is consistent with the views of Lee and Peterson (2000), and Stevenson and 

Jarillo (2000) which argued that companies that run entrepreneurship are characterized 

by the ability of entrepreneurs to recognize and take advantage of market opportunities 

for profit. Likewise, Covin and Slevin (1989) and Lumpkin and Dess (1996) have long 

emphasized that an uncertain business environment forces companies to always look for 

new opportunities, by identifying and exploiting opportunities in their environment, and 

actively seeking information in order to outperform their competitors. This finding also 

supports the research of Kiss, Danis, and Cavusgil (2012) who found that SMEs in 

developing countries are very dependent on their independence and ability to overcome 

weaknesses in the institutional aspects and on the limited market information they 

obtain. 

 

Information that companies obtain from social media about customers, competitors, and 

feedback about the company's products and services can influence the company to 

proactively take some action to resolve problems or improve services. Thus, a proactive 

company will have more information about the market and its products that will enter 

the market, and be able to measure the strengths and weaknesses the company has in 

relation to the competitors that will face. 
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6.5 ROLE OF SOCIAL MEDIA USE ON NON-FINANCIAL PERFORMANCE 

(H3) 

To answer the second research objective in this study, the researcher developed a 

hypothesis (H3) which was detailed into six sub-hypotheses (H3a-H3f). The results of 

testing the third hypothesis (H3) which states that "There is a positive significant 

relationship between Social Media Usage and Non-Financial Performance" shows that 

there is a significant positive relationship between the use of social media and the non-

financial performance of SMEs. This is shown in Table 5.25 where the value of the 

coefficient of determination (R2) or the power of predicting the use of social media for 

both marketing purposes, improving customer relations and information accessibility is 

moderate to increasing customer relationships, where R2 = 0.541, t-statistic = 9,133 

(0,000) and also moderate in increasing the accessibility of information, where R2 = 

0.545, t-statistics = 10.421 (0.000). 

 

This finding supports a number of previous studies, for instance, the study of Ainin et al. 

(2015); Kwok & Yu (2013); and Wong (2012) who claimed that the use of Facebook 

affects the non-financial performance of SMEs. Furthermore, the use of social media in 

organizations can have a positive impact on customer-oriented processes, which in turn 

has an impact on the non-financial performance of the organization (Rodriguez et al., 

2014). Thus, this significant result proves that SMEs that adopt and use social media to 

support their businesses will be able to improve relationships with their customers, be 

more satisfying in providing services, and find it easier to access information from and 

to customers. 
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To determine the role of social media use in improving non-financial performance in 

more depth, the following section describes the results of sub-hypothesis testing for each 

variable of social media use on each variable of non-financial performance of SMEs 

(H3a-H3f). 

 

6.5.1 Social Media Use for Marketing and Better Customer Relations (H3a) 

The result of the H3a sub-hypothesis testing which states that "There is a positive 

significant relationship between Social Media for Marketing and Better Customer 

Relations" was found to be insignificant as shown in Table 5.32, where the t-statistical 

and p-values were below the threshold of 1.381 (0.168) < 1.96 (α = 0.05). This finding 

indicates that the use of social media by SMEs to support marketing programs does not 

have a real impact on SMEs in building better relationships with customers. 

 

This insignificant result contradicts the findings of Solis (2010) which revealed that the 

use of social media can have a dramatic impact on organizations, especially in 

increasing digital advertising and promotion programs, handling customer service 

issues, exploring innovative ideas, and building customer relationships. More 

specifically, social media helps organizations improve customer relationships and 

customer service (Parveen et al., 2014). Nonetheless, this finding supports the study of 

Moen et al. (2008) who found that there is no significant relationship between the use of 

information technology and company satisfaction with international performance. 
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Information obtained from interviews with a number of SME owners revealed that their 

business locations are in a blank spot area to get internet signals, while several other 

respondents complained that they had not received analog telephone lines from 

telecommunications companies. This condition becomes an obstacle for SMEs in getting 

internet access so that the use of social media is less effective. This is relevant to the 

findings of Wamba and Carter (2013) that geographic location can influence a 

company's consideration in adopting and using social media. The implication of the 

SME's location that is physically constrained will limit the company's marketing 

activities, communication, and relationships with its customers online. 

 

6.5.2 Social Media Use for Customer Relations and Better Customer Relations 

(H3b) 

The H3b sub-hypothesis which says "There is a positive significant relationship between 

Social Media for Customer Relations and Better Customer Relations" was tested and 

gave significant results, where the t-statistic and p-value were 9.352 (0.000) > 2.58 (α = 

0.01). This finding indicates that the use of social media by SMEs for the purpose of 

providing services and relationships to customers has a positive impact on improving 

customer relationships and better service. The magnitude of the impact is β = 0.617, 

which means that every time there is an increase in the use of social media in order to 

establish relationships and provide services to consumers by 1 unit, it will increase the 

relationship with customers by 0.617 units (assuming ceteris paribus). 
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This finding supports studies conducted by Cairncross (2001) and Zyl (2009) which 

argued that through social media, the relationship between companies and customers 

will increase because customers can access information about products directly rather 

than what was previously done via telephone, SMS, or email. This can take away 

frustration from customers due to delays in information about the product the customer 

is going to buy. Thus, this finding proves that by using social media, SMEs can provide 

more satisfying services to customers and improve communication and relationships 

with their customers.  

 

The results of interviews with a number of SME owners/managers provide additional 

information that because of the ease and speed of communication using social media, 

there are many lessons and experiences that companies get from their communication 

with buyers or customers, especially related to complaints about products purchased. 

From buyer complaints and after responded by the company, it allows friendship or 

brotherhood between the two to emerge and further strengthen the relationship between 

them. 

 

6.5.3 Social Media Use for Information Accessibility and Better Customer 

Relations (H3c) 

The H3c sub-hypothesis test which states that "There is a positive significant 

relationship between Social Media for Information Accessibility and Better Customer 

Relations" was found to be insignificant because the t-statistic and p-value were 0.368 

(0.713) which were below the threshold of 1.96 (α = 0.05). This finding indicates that 
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the use of social media for information accessibility is not able to improve relationships 

with customers. This result contradicts the findings of a number of previous studies, for 

example, Parveen et al. (2014) who revealed that the ease of access to information 

allows for the formation of two-way communication between companies and customers 

because it helps improve the relationship between them. 

 

This insignificant finding may occur due to the less intensity of SMEs in seeking 

information about the market, particularly their product customers, or because of the 

limited facilities that SMEs have in accessing information related to the market for their 

products. This is relevant to the statements of Trainor (2012) and Van Boskirk et al. 

(2011) that through the use of social media, organizations can obtain information about 

their market and customers, which can then be used as a guide for them in producing 

goods or services that are in accordance with market/customer needs. The more frequent 

and proactive organizations in seeking customer data-based information, the greater the 

opportunities for the organization to manage customer relationships (CRM). 

  

6.5.4 Social Media Use for Marketing and Better Information Accessibility (H3d) 

The result obtained from testing the H3d sub-hypothesis which says "There is a positive 

significant relationship between Social Media for Marketing and Better Information 

Accessibility" shows insignificant, where the t-statistics and p-value were 1.510 (0.132) 

which are smaller than 1.96 (α = 0.05). This indicates that social media used to support 

SME marketing programs is not able to increase the ease of accessing information. This 

result contradicts the findings of a number of previous studies examining similar issues, 
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for instance, Parveen et al. (2015) who revealed that information obtained through social 

media will enable organizations to have better knowledge about customers, competitors, 

and the market in general which helps organizations to improve existing services and 

also develop up-to-date products and services. 

 

This insignificant result could be caused by the marketing strategy carried out by SMEs 

which considers that the use of the word-of-mouth method in marketing their products is 

perceived to be more effective than social media. Information obtained from the 

emotional closeness between the entrepreneur and the buyer is considered more 

promising and reliable. This is consistent with the findings of Kusumawardhani (2013) 

who examined furniture SMEs in Indonesia that word-of-mouth is an informal 

marketing strategy carried out as a way to build business relationships and networks 

through a personal approach that aims to promote their products. Thus, it stands to 

reason that some SMEs using social media to market their products are unsure that 

social media is more effective at attracting buyers than the traditional way of word-of-

mouth.  

 

6.5.5 Social Media Use for Customer Relations and Services and Better 

Information Accessibility (H3e) 

Sub-hypothesis H3e which states that "There is a positive significant relationship 

between Social Media for Customer Relations and Better Information Accessibility" 

was tested and the results were significant, where the t-statistic and p-value were 3.219 

(0.001) greater than the threshold of 2.58 (α = 0.01). This finding means that the use of 
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social media by SMEs for the purpose of providing services and relationships to 

customers has a positive impact on increasing the accessibility of information. The 

magnitude of the impact is β = 0.277, which means that every time there is an increase 

in the use of social media in order to establish relationships and provide services to 

consumers by 1 unit, it will increase the accessibility of information by 0.277 units 

(assuming ceteris paribus). 

 

This finding supports studies conducted by a number of previous studies, for example, 

Apigian et al. (2005) who found a significant relationship between internet use and 

organizational performance in terms of improved customer relationships and faster 

service time to customers. Likewise, the statement of Parveen et al. (2014) stated that 

organizational performance and capabilities such as customer relationships and services 

as well as access to information to customers will increase along with the increase in 

social media use. 

 

The results of interviews with a number of SME owners also revealed that through the 

use of the Internet and social media such as Facebook, Instagram, or Youtube, 

consumers can see how companies make products, so that the information conveyed can 

be more convincing to consumers, and what they want is related to the company's 

products can be obtained easily and quickly. So, the use of social media is more related 

to company services to consumers or customers, namely fast response, quick handling of 

orders, excellent service quality, and product delivery services to the buyer's location. 
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6.5.6 Social Media Use for Information Accessibility and Better Information 

Accessibility (H3f) 

The result of the H3f sub-hypothesis testing, which says "There is a positive significant 

relationship between Social Media for Information Accessibility and Better Information 

Accessibility" shows significant findings where the t-statistic and p-value were 4.567 

(0.000) which is greater than 2.58 (α = 0.01). This finding means that the use of social 

media by SMEs for the purpose of increasing the accessibility of information has a 

positive impact on providing better access to information for SMEs and customers. The 

magnitude of the impact is β = 0.318, which means that if the use of social media for 

information accessibility increases by 1 unit, it will improve information accessibility by 

0.318 units (assuming ceteris paribus). 

 

This finding supports a study conducted by Solis (2010) which found that social media 

can have a positive impact on organizations/companies, especially in terms of dealing 

with customer service issues and building relationships with customers. Likewise, 

Parveen et al. (2014) stated that through social media, organizations can get more 

information about the market, competitors, and especially customers and their needs. 

The intensity of activities to obtain information will increase the accessibility of 

information for the organization. 
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6.6 ROLE OF ENTREPRENEURIAL ORIENTATION ON FINANCIAL 

PERFORMANCE (H4) 

Similar to H2, referring to the conceptual framework and development hypotheses (see 

Chapter Three, sections 3.3 and 3.4), apart from examining the impact of social media 

use on SMEs' financial and non-financial performance, quantitative data analysis also 

directly tests the impact of entrepreneurial orientation (EO) owned by the 

owner/manager against the financial performance of the SMEs. For this purpose, the 

researcher develops one hypothesis (H4) which is derived into six sub-hypotheses (H4a-

H4f). Hypothesis H4 states that "There is a positive significant relationship between 

Entrepreneurial Orientation and Financial Performance". 

 

Because in this study each dimension on one construct/latent variable interacts with each 

dimension on another construct/latent variable, and the relationship between EO and 

Financial Performance is a second-order construct relationship, where the value of the 

latent variable from the first-order constructs (i.e. the relationship between social media 

use for marketing, customer relationships, and information accessibility against EO) are 

used as indicators for the second-order constructs, so data analysis does not produce a 

regression coefficient of the relationship between second-order constructs. Likewise, the 

coefficient of determination or predictive power (R2), because EO is treated as a 

mediating variable, the EO status is an endogenous construct. If EO interacts with 

Financial Performance which also has the status of an endogenous construct, then data 

analysis using the bootstrap method on SmartPLS does not produce an R2 coefficient, 
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which shows the closeness of the relationship between the two constructs being 

interacted. 

 

To find out the role of the EO dimension owned by the owner/manager of SMEs in 

having a more in-depth impact on the financial performance of SMEs, the following 

section describes the results of sub-hypothesis testing of each EO dimension against 

each variable of SME financial performance (H4a-H4f). 

  

6.6.1 Innovativeness and Cost Reduction (H4a) 

The H4a sub-hypothesis test which states that "There is a positive significant 

relationship between Innovativeness and Cost Reduction" found insignificant results 

because t-statistic and p-value of 0.670 (0.503) were below the specified threshold of 

1.96 (α = 0.05). This shows that the creativity and innovation of the owner/manager of 

the SME do not have a real impact on SMEs in reducing their operational costs. 

 

This insignificant finding contradicts a number of previous studies that discussed the 

relationship between EO and organizational/company financial performance. For 

example, Mahmood and Hanafi (2013); Poon et al. (2006); Rauch et al. (2009); Zain and 

Hasan (2007); and Zainol and Daud (2011) who found a positive and significant 

relationship between EO and organizational growth and corporate financial 

performance. Specifically, Hult et al. (2004) stated that innovation plays a role in 

helping companies solve problems related to creative, unique, and renewable ideas, both 
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with regard to the products they made, the services provided, and the markets they 

entered.  

 

The results of interviews with a number of SMEs in the field revealed that in making 

their products they still use conventional/traditional methods and their equipment is 

relatively old so it is more costly. For instance, the metal cast industry that uses coal to 

melt steel before it is designed into a product requires more costs than smelting steel 

using an induction furnace with electrical energy. Thus, the innovation in SMEs is less 

developed or less supportive in the production process so that it is unable to reduce the 

company's operational costs. 

 

6.6.2 Risk-taking and Cost Reduction (H4b) 

The H4b sub-hypothesis which says "There is a positive significant relationship between 

Risk-taking and Cost Reduction" gave insignificant results where the t-statistic and p-

value of 0.039 (0.969) were far below the required threshold of 1.96 (α = 0.05). This 

means that risk-taking by SME owners/managers has no real effect on SMEs in reducing 

their operational costs. 

 

This insignificant finding contradicts a number of previous studies such as Miller (1983) 

which stated that risk-taking is one of the determining factors for the success of running 

a business. Likewise, Lumpkin and Dess (1996) emphasized that the element of risk-

taking is related to the tendency of companies to engage in business activities whose 

results are uncertain, such as venturing into the market, or looking for market 
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opportunities with unknown success rates, or dare to sail into waters that have not 

mapped (Rauch et al., 2009). Companies that implement strong EO, especially top 

management who are willing to take risks, have much better performance than 

companies that do not adopt EO (Lumpkin & Dess, 1996; Rauch et al., 2009). 

 

Nevertheless, this finding supports the study of Gilmore, Carson, and O'Donnell (2004) 

which revealed that risk-taking in SMEs shows a high failure rate, so the principle of 

prudence in taking risks needs to be done. Hughes and Morgan (2007) also stated that 

the top management of SMEs in developing countries has a tendency to avoid risk. 

 

Interviews with a number of respondents also found that in taking risky actions or 

decisions, SME owners/managers require careful and prudence consideration, because 

what they do and decide will have an impact on company performance, both financial 

and non-financial. 

 

6.6.3 Pro-activeness and Cost Reduction (H4c) 

The result of the H4c sub-hypothesis testing which states that "There is a positive 

significant relationship between Pro-activeness and Cost Reduction" was found to be 

significant because the t-statistic and p-value of 2.146 (0.032) were above the specified 

threshold of 1.96 (α = 0.05). This shows that the proactive character of the 

owner/manager of SMEs has a real influence on SMEs in reducing their operational 

costs. The amount of influence is β = 0.191, meaning that if the owner/manager of 
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SMEs is more proactive in looking for market opportunities of 1 unit, the operational 

costs incurred by SMEs will decrease by 0.191 units (assuming ceteris paribus). 

 

This finding is consistent with the study of Frishammar and Andersson (2009) which 

suggested that proactive companies can generate first-mover advantages so that high 

profits from new products in new markets are obtained because there are no competitive 

products. Likewise, Lumpkin and Dess (1996) also argued that a proactive company 

may be seen as a leader rather than a follower because it has the will and desire to seize 

new opportunities. This means that proactive companies are able to scan the 

environment more thoroughly to recognize and identify opportunities in their outside 

environment. 

 

The results of interviews with a number of SME owners in the field provide information 

that they have been proactive in taking market opportunities and allow their marketing 

costs to be saved. For example, guitar-making SMEs have the courage to export their 

products to the European market, especially Germany and the Netherlands, because the 

wood used as the basic material for guitars only exists in Indonesia, so the sound they 

produce is better. They dared to export because they received assistance in the form of 

consultations from musical instrument manufacturers in Germany, so how to make high-

quality guitars could be obtained from consultations. 
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6.6.4 Innovativeness and Sales Increase (H4d) 

The H4d sub-hypothesis which says "There is a positive significant relationship between 

Innovation and Sales Increase" was tested and found significant results where the t-

statistic and p-value were 2.667 (0.008) > 2.58 (α = 0.01). This shows that the creativity 

and innovation of the owners/managers of SMEs have a real impact on SMEs in 

increasing the sales volume of the company's products. The magnitude of the impact is β 

= 0.173, meaning that if the owner/manager of SMEs is more creative and innovative in 

making new products, new methods, or new strategies by 1 unit, the sales volume of 

SME products will increase by 0.173 units (assuming ceteris paribus). 

 

This finding supports previous studies that discuss similar issues, for instance, Perez-

Luno, Wiklund, and Cabrera (2011) which claimed that to manufacture products, 

producers need ideas, creativity, and innovation because it is very important to update 

the company's market offerings to remain competitive, especially for products. whose 

life cycle is short. Likewise, Ireland, Hitt, and Simon (2003) and Otero-Neira et al. 

(2009) emphasized that creativity is the basis for innovative behavior, because it affects 

the quality and quantity of innovation. Without creativity, there will be no power to be 

innovative. The innovative strength will create competitiveness, which will give an 

advantage to the performance of the organization/company. 

 

Nonetheless, this finding contradicts the studies conducted by Kusumawardhani (2013) 

and McCarthy, Perreault, and Quester (1997) that in buyer-driven innovation, SMEs 

have limited authority to suggest or decide on new product designs to buyers. In 
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addition, in companies that produce customized products, buyers play an important role 

in promoting the company's product innovation. 

 

A number of owners/managers of manufacturing SMEs who were interviewed revealed 

that with regard to production and marketing, product designs and motifs made by 

companies are updated more frequently, and can follow market demands or tastes both 

domestically and abroad (exports). For example, a number of batiks or sarong SMEs 

that have been able to export their products generally have batik motifs that are always 

updated, in addition to meeting foreign customers it also for domestic or local market 

stocks. 

 

6.6.5 Risk-taking and Sales Increase (H4e) 

Similar to H4d, the sub-hypothesis H4e which states that "There is a positive significant 

relationship between Risk-taking and Sales Increase" was tested and significant results 

were obtained where the t-statistic and p-value were 1.659 (0.098) > 1.645 (α = 0.10). 

This shows that the courage in taking risks by the owner/manager of SMEs has a real 

impact on SMEs in increasing the sales volume of the company's products. The 

magnitude of the impact is β = -0.103, which means that if the owner/manager of SMEs 

is more courageous in making business decisions by 1 unit, the sales volume of SME 

products will decrease by 0.103 units, due to the nature of the negative relationship 

(assuming ceteris paribus). This significant finding with a negative relationship is 

interesting because it indicates that there are different attitudes in making decisions by 

SME owners/managers. This means that some of them feel less courageous to take risks, 
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while a number of others say they are brave to take business risks in order to increase 

their business. 

 

This finding is relevant to previous studies, for instance, the statement from Avlonitis 

and Salavou (2007) suggested that companies with strong entrepreneurial behavior will 

tend to take high-risk projects with the hope of getting higher returns. On the other hand, 

a company that avoids risk will tend to do something with more guaranteed results, so 

that it is less responsive to environmental changes. This finding is also in line with the 

view of Caliendo, Fossen, and Kritisos (2009) that the perception of risk associated with 

making certain decisions may differ from one person to another. People with more 

experience, broader knowledge, and higher skills and/or abilities, will tend to see lower 

risks associated with certain decisions.  

 

The results of interviews with SMEs that are able to export their products stated that 

their courage in exporting their products to foreign markets is based on their belief that 

companies are able to manufacture products according to buyers' requests abroad, even 

though they are admittedly constrained by English as a means of communication. Due to 

this condition, they feel the benefits obtained from social media and the Internet which 

are used as a bridge to connect the two of them. 

 

6.6.6 Pro-activeness and Sales Increase (H4f) 

The H4f sub-hypothesis test which says "There is a positive significant relationship 

between Pro-activeness and Sales Increase" found insignificant results because t-statistic 



298 

 

and p-value of 0.115 (0.909) were far below the specified threshold of 1.96 (α = 0.05). 

This shows that the pro-activeness of the owner/manager of SMEs does not have a real 

effect on SMEs in increasing the sales volume of their products. 

 

This insignificant result contradicts a study conducted by Hughes and Morgan (2007) 

which investigated the emergence of young firms in the UK and found that pro-

activeness and innovation were the most important EO dimensions for improving 

business performance. However, the role of pro-activeness in improving business 

performance can vary depending on the stage of development of the company. Pro-

activeness is an important factor in the embryonic stage of company growth but 

becomes less important after the company enters the next stage (Coulthard, 2007). In 

their study, Frishammer and Andersson (2007) also reported that pro-activeness makes a 

positive contribution to the international performance of SMEs in Sweden.  

 

6.7 ROLE OF ENTREPRENEURIAL ORIENTATION ON NON-FINANCIAL 

PERFORMANCE (H5) 

Apart from interacting between EO and SME Financial Performance, this study also 

examines the direct impact of EO owned by the owners/managers against SME non-

financial performance. For this purpose, the researcher develops one hypothesis (H5) 

which is broken down into six sub-hypotheses (H5a-H5f). Hypothesis H5 states that 

"There is a positive significant relationship between Entrepreneurial Orientation and 

Non-Financial Performance". 
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Similar to hypothesis H4 (along with sub-hypotheses H4a-H4f), because the relationship 

between EO and Non-Financial Performance is a second-order construct relationship, 

where the latent variable value of the first-order constructs is used as indicators for the 

second-order constructs, hence data analysis uses SmartPLS does not produce a 

regression coefficient of the relationship between second-order constructs. Likewise, 

with regard to the predictive power (R2) between the interacted constructs, because EO 

is treated as a mediating variable with an endogenous construct status, while non-

financial performance is also an endogenous construct, the data analysis does not 

produce a coefficient R2 which shows the degree of closeness of the relationship 

between the two constructs that are interacted. 

 

To find out the role of the EO dimension owned by SME owners/managers in having an 

impact on SME non-financial performance in more depth, the following section 

describes the sub-hypothesis testing results of each EO dimension against each variable 

of non-financial performance of SMEs (H5a-H5f). 

 

6.7.1 Innovativeness and Better Customer Relations (H5a) 

The result of the H5a sub-hypothesis testing which states that "There is a positive 

significant relationship between Innovativeness and Customer Relations" was found to 

be significant because the t-statistic and p-value scores were 1.865 (0.063) above the 

required threshold of 1.645 (α = 0.10). This shows that the creativity and innovation of 

the owners/managers of SMEs have a real effect on SMEs in improving their 

relationships with their customers. The magnitude of influence is β = 0.146, which 
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means that every 1 unit of creativity and innovation is made by the owner/manager of 

SMEs, it will increase the relationship with customers by 0.146 units (assuming ceteris 

paribus). 

 

This significant finding is relevant to a study conducted by Milanovic and Wittine 

(2014) which revealed that EO has a positive relationship with the non-financial 

performance of the organization. Hansen et al. (2011) who examined SMEs in six 

countries including Indonesia, also argued that innovative behavior has been carried out 

by SMEs in Indonesia as an effort to renew market offerings so that the company's 

competitive position can be maintained. Likewise, Covin and Miles (1999) suggested 

that innovation is one of the main characteristics of entrepreneurship. Thus, for SMEs, 

innovation is an effort to offer improvements in their products, markets, and/or 

processes to compete in the market and in response to customer needs which in turn can 

generate profits for the company and improve customer relationships.  

 

The results of interviews with a number of SME owners also revealed that creativity and 

innovation in making products are inspired not only from social media, but also from 

other media such as the internet, TV, newspapers, or the results of discussions with 

prospective buyers. Discussions with prospective buyers are intended to obtain 

individual satisfaction, particularly with regard to price and product quality. 

 



301 

 

6.7.2 Risk-taking and Better Customer Relations (H5b) 

The sub-hypothesis H5b which says "There is a positive significant relationship between 

Risk-taking and Customer Relations" was tested and found to be insignificant because t-

statistic and p-value of 0.740 (0.460) are below the specified threshold of 1.96 (α = 

0.05). This means that the courage to take risks by the owner/manager of SMEs does not 

have a real impact on the company's efforts to improve customer relationships. 

 

This insignificant finding is consistent with previous studies, such as Lee and Peterson 

(2000); Hayton, George and Zahra (2002), and Kreiser et al. (2010) with regard to 

corporate behavior in business risk-taking. According to them, entrepreneurs operating 

in a culture with low uncertainty avoidance are more at risk than those with high 

uncertainty avoidance. Risk avoidance culture refers to Hofstede (1984) which states 

that people in high uncertainty avoidance cultures focus more on stability and security, 

whereas those in low uncertainty-avoidance cultures tend to show behaviors that are 

more motivated to achieve the goals, more willing to take risks, and more tolerant of 

disorder and ambiguous situations. According to Hughes and Morgan (2007), top 

management who avoids risk tends to have the characteristics of choosing a definite 

outcome, he/she does not want or dares to make decisions if the outcomings are 

uncertain. This makes the company less responsive to its business environment and has 

a low ability to take market opportunities. 

 

The results of interviews in the field provide evidence that some SME owners/managers 

admitted that their business characteristics tend to be static, apathetic, and resigned to 
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dealing with business risks. For them, there is no need for tactical action to deal with 

risks, so just accept the risks that fall on them. The result of this attitude makes the 

relationship between the company and customers less harmonious. For example, a 

complaint that the company does not respond to regarding products or services from 

customers will risk losing the market. 

 

6.7.3 Pro-activeness and Better Customer Relations (H5c) 

The H5c sub-hypothesis testing which states that "There is a positive significant 

relationship between Pro-activity and Customer Relations" gave significant results 

where the t-statistic and p-value were 1.809 (0.071) greater than the specified threshold 

of 1.645 (α = 0.10). This indicates that the pro-activeness attitude of the owner/manager 

of SMEs is able to have a real impact on the company's efforts to improve customer 

relationships. The magnitude of the impact is β = 0.128, which means that every 1 unit 

increase in pro-activeness made by the owner/manager of SMEs will increase the 

relationship with customers by 0.128 units (assuming ceteris paribus). 

 

This result supports the studies conducted by Covin and Slevin (1989), and Lumpkin 

and Dess (2001) that an uncertain business environment requires companies to always 

look for new opportunities, namely the willingness to identify and take advantage of 

environmental opportunities through a more active in searching the information to 

outperform their rivals. Therefore, in situations of lack of formal business information, 

companies can make substitutes for formal institutions by developing a broad network 
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of informal relationships. Networking allows companies to access resources and 

legitimacy that are not available (Dess, Pinkham & Yang, 2011). 

 

Nevertheless, Kusumawardhani (2013) revealed that SMEs in Indonesia have a 

tendency to be less proactive due to individual factors such as the educational 

background of the owner/manager of the SMEs. Those with relatively high education 

tend to be more proactive than those with low education. Those who are less proactive, 

use informal means (e.g. arisan, is a routine meeting of social communities in Indonesia 

whose members live close together and share certain interests or purposes) or use 

traditional sources of information (e.g. word of mouth) to obtain business information, 

develop business networks, or establish relationships with their customers. 

 

6.7.4 Innovativeness and Better Information Accessibility (H5d) 

The H5d sub-hypothesis test which says "There is a positive significant relationship 

between Innovativeness and Information Accessibility" was tested and found to be 

insignificant because t-statistic and p-value of 0.284 (0.777) are far below the specified 

threshold of 1.96. (α = 0.05). This shows that the creativity and innovation carried out 

by SME owners/managers do not have a real impact on the company's efforts to 

improve information accessibility. 

 

This insignificant finding contradicts previous studies, such as Aloulou and Fayolle 

(2005) which stated that innovation is the essence of entrepreneurship. It is further said 

that innovation is the foundation for entrepreneurial organizations to develop new 
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products and create new processes. Damanpour and Wichnevsky (2006) also 

emphasized that the company's innovative ability to renew market supply will be the key 

to the company's success in surviving and developing when the company's operations 

are in conditions of global competition, rapid technological advancement, and scarcity 

of resources. Meanwhile, Covin and Miles (1999) believed that innovation is an 

important part of the business and entrepreneurial strategy that cannot exist without it. 

 

The results of interviews with a number of SME owners revealed that in terms of 

creativity in making and marketing products, generally there are still obstacles, due to 

limited human, financial, equipment and technology resources including the adoption of 

social media, especially access to the market information (e.g. raw material prices, 

products that are currently being hit/trend). This statement is in line with the opinion of 

Susman, Jansen, and Michael (2006) that limited resources, both human, physical, and 

capital, as well as access to information, will have an impact on the company's ability to 

face business competition. 

 

6.7.5 Risk-taking and Better Information Accessibility (H5e) 

Similar to H5d, the sub-hypothesis H5e which states that "There is a positive significant 

relationship between Risk-taking and Information Accessibility" was tested and gave 

insignificant results where the t-statistic and p-value were 0.074 (0.311) below the 

specified threshold of 1.96 (α = 0.05). This means that the courage to take risks by the 

owners/managers of SMEs does not have a real impact on the company's efforts to 

increase information accessibility. 
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This insignificant finding contradicts previous studies, such as Lumpkin and Dess 

(1996) which stated that risk-taking is one of the essences of entrepreneurship. 

However, this result supports Swiersczek and Ha (2003) who found that the relationship 

between risk-taking and firm performance was not clear. Likewise, Wiseman and 

Catanach (1997) revealed that risk-taking has a positive effect on performance in certain 

contexts, while the effect is negative in other contexts. For this reason, Dess and 

Lumpkin (2005) emphasized that risk-taking has potential dangers and pitfalls. Only 

carefully managed risks will lead to competitive advantage and high performance. 

 

In the realm of SMEs, it cannot be denied that the risk-taking dimension is the most 

critical factor, as stated by Gilmore et al. (2004) that the high failure rate at the 

beginning of the SME establishment was the risk that was most worried about by SME 

owners. Brockhaus (1980) also reminded that for an entrepreneur, risk can occur in the 

form of loss of personal financial assets, career opportunities, family relationships, and 

physical well-being. In reality, Kusumawardhani (2013) revealed that SMEs in 

Indonesia are generally less willing to take risks. 

 

A number of interviewed SME owners admitted that the ease of access to information 

via the internet and social media does not guarantee that users will have good intentions, 

in fact, it is prone to risk both for individuals and for company owners/managers. 

Therefore, it is appropriate for companies to be careful in making risky decisions 

regarding the adoption and use of social media because information related to the 

company can be accessed by anyone, anywhere and anytime for free and openly. 
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6.7.6 Pro-activeness and Better Information Accessibility (H5f) 

The testing of sub-hypothesis H5f which says "There is a positive significant 

relationship between Pro-activeness and Better Information Accessibility" gave a 

significant result where the t-statistic and p-value were 2.554 (0.011) greater than the 

specified threshold of 1.96 (α = 0.05). This indicates that the pro-activeness attitude of 

SME owners/managers can have a real impact on the company's efforts to increase 

information accessibility. The magnitude of the impact is β = 0.163, which means that 

every 1 unit increase in pro-activeness made by the owner/manager of SME, will 

increase the accessibility of information by 0.163 units (assuming ceteris paribus). 

 

This result supports the studies conducted by Keh, Nguyen, and Ng (2007) stated that 

pro-activeness allows companies to increase the acquisition and use of market 

information. In turn, firms may use this information to develop new capabilities to 

pursue business opportunities (Chen, Li & Evans, 2012). Proactive behavior allows 

companies to collect relevant information with the aim of obtaining the resources and 

opportunities available in an industry (Covin & Selvin, 1989; Lumpkin & Dess, 2001). 

 

From interviews with a number of respondents in the field found that the pro-activeness 

carried out by SME owners/managers is manifested in the form of searching for market 

and customer information using both traditional meetings (e.g. arisan) and conventional 

methods (e.g. word of mouth) or by using social media (e.g. Facebook, Whatsapp, etc.). 

For them, traditional methods are still considered effective in carrying out marketing 

promotions for their products because of their personal closeness to potential buyers.  
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6.8 ROLE OF ENTREPRENEURIAL ORIENTATION IN MEDIATING THE 

RELATIONSHIP BETWEEN SOCIAL MEDIA USE AND FINANCIAL 

PERFORMANCE (H6) 

To fulfil the third research objective in this study, the researcher developed one 

hypothesis (H6) which was detailed into eighteen sub-hypotheses (H6a-H6r). The sixth 

hypothesis (H6) states that "Entrepreneurial Orientation mediates the relationship 

between Social Media Usage and Financial Performance". For this reason, the three 

constructs interacted with each other, namely Social Media Use (exogenous/independent 

constructs), Entrepreneurial Orientation (endogenous / mediator constructs), and 

Financial Performance (endogenous/dependent constructs). The method used is the 

bootstrapping procedure because it does not require data that is normally distributed and 

can be used for large and small sample sizes (Chin, 2010). Bootstrapping results for the 

indirect relationship/effect between the construct of Social Media Use and Financial 

Performance mediated by Entrepreneurial Orientation are presented in Table 5.35. 

 

In accordance with the purpose of this study to see the mediation effect of each EO 

dimension on the relationship between each latent variable in the Social Media Usage 

construct and each latent variable in the SME Financial Performance construct, this 

study does not test the sixth hypothesis (H6) but does testing of eighteen sub-hypotheses 

(H6a-H6r). The testing of the eighteen sub-hypotheses was carried out with the mediator 

testing procedure according to Preacher and Hayes (2008, 2012) which states that the 

significance of the relationship between exogenous and endogenous constructs in the 

absence of a mediator is no longer considered necessary. What matters in mediation 
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analysis is the indirect effect (Hayes & Rockwood, 2016). The mediation effect occurs if 

the indirect effect is significant. If the direct effect is not significant, it is called full 

mediation, while if the direct effect is significant, it is called partial mediation (Hair et 

al., 2017; MacKinnon, Fairchild & Fritz, 2007). If the direct effect and the indirect 

effect point in the same direction where both are significant, and the total effect (indirect 

effect x direct effect) is positive, it is called complementary partial mediation (or 

positive confounding or consistent). Meanwhile, if the direct effect and the indirect 

effect point in different directions even though both are significant, and the total effect is 

negative, it is called competitive partial mediation (or negative confounding or 

inconsistent) (Zhao et al., 2010). 

 

Based on the mediator testing procedure according to Preacher and Hayes (2008, 2012), 

Table 5.36 provides information on the results of testing the sixth hypothesis (H6), 

namely the interaction of the three constructs which are derived into eighteen sub-

hypotheses (H6a-H6r). The following section describes the mediation effect and 

mediation type of each EO dimension on the relationship between each latent variable in 

the Social Media Usage construct and each latent variable in the Financial Performance 

construct. 

 

6.8.1 Social Media Usage for Marketing, Innovativeness, and Cost Reduction (H6a) 

The first sub-hypothesis test is H6a, which says "Innovativeness mediates the 

relationship between Social Media Usage for Marketing and Cost Reduction", gave the 

result that Innovativeness does not mediate at all the relationship between Social Media 
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Usage for Marketing and Cost Reduction. This result is obtained from the interaction 

between: 

1) Social Media Usage for Marketing and Cost Reduction (direct effect) which is not 

significant where β = -0.055, t-statistics = 0.544 (0.587), refers to Table 5.30. 

2) Social Media Usage for Marketing and Innovativeness (mediator) which is significant 

where β = 0.179, t-statistics = 2.101 (0.036), refers to Table 5.31. 

3) Innovativeness and Cost Reduction (indirect effects) which are not significant where 

β = -0.070, t-statistics = 0.670 (0.503), refers to Table 5.33. 

 

Thus, the result that can be interpreted from testing the sub-hypothesis H6a is the direct 

relationship/effect between Social Media Usage for Marketing and Cost Reduction, 

which is insignificant. The discussion of this result has been carried out on the sub-

hypothesis H1a. 

 

6.8.2 Social Media Usage for Marketing, Innovativeness, and Sales Increase (H6b) 

Furthermore, testing the sub-hypothesis H6b which says "Innovativeness mediates the 

relationship between Social Media Usage for Marketing and Sales Increase" gave the 

result that Innovativeness fully mediates the relationship between Social Media Usage 

for Marketing and Sales Increase. This result is generated from the interaction between: 

1) Social Media Usage for Marketing and Sales Increase (direct effect) which is not 

significant where β = -0.057, t-statistics = 0.713 (0.476), refers to Table 5.30. 

2) Social Media Usage for Marketing and Innovativeness (mediator) which is significant 

where β = 0.179, t-statistics = 2.101 (0.036), refers to Table 5.31. 
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3) Innovativeness and Sales Increase (indirect effect) which is significant where β = 

0.173, t-statistics = 2.677 (0.008), refers to Table 5.33. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.031 (Table 5.35, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop ideas, creativity, and innovation owned by SME owners/managers 

in manufacturing new products, new processes, new methods, new strategies or 

modifying old ones to support the marketing program so as to increase the sales volume 

of SME products (by 0.031 units). 

 

This finding supports previous studies that discuss similar topics such as Damanpour 

and Wichnevsky (2006) who argued that companies with innovative capabilities will be 

able to survive and develop when the company's operations are in conditions of global 

competition, rapid technological advances, and scarcity of resources. Landstorm (2005) 

also stated that the basis of innovation is creativity. Meanwhile, creativity is a source of 

ideas or imagination that leads to innovation. In other words, innovation is the basis of 

entrepreneurial orientation to develop new products or create new processes for 

companies (Aloulou & Fayolle, 2005).  

 

In the context of social media, the use of social media by companies allows innovation 

to emerge because of the urge to obtain input in the form of opinions, criticisms, 

suggestions, complaints, and feedback from customers. Social media also serves as a 

bridge of open communication between the company and its customers (Matuszak, 
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2007; Tapscott and Williams, 2006). Open communication can have an impact on the 

company's product image or brand, and image can be an innovation for companies to 

lead the market (Brown & Duguid, 2000; Cairncross, 2001; Zyl, 2009). 

 

A number of interviewed SME owners/managers revealed that with regard to production 

and marketing, through social media, the designs and motifs of products made by the 

company can be updated more frequently, and can follow market demands or tastes. 

From the marketing aspect, they also stated that it was greatly helped by the presence of 

social media because it could serve both domestic and foreign market demands (export). 

These SMEs generally already have regular customers and relationships with customers, 

suppliers of raw materials, and other stakeholders have been well established over the 

years, for instance, batik SMEs.  

 

This statement of the owner/manager of SMEs is relevant to the view of Ireland, Hitt, 

and Simon (2003) that creativity is the basis for innovative behavior because it affects 

the quality and quantity of innovation. Without creativity, there will be no power to be 

innovative. Innovative strength will create competitiveness, which will give advantages 

to organizational/company performance (Ireland et al., 2003; Otero-Neira et al., 2009). 

Therefore, it is rational that innovativeness mediates the relationship between social 

media use to support SME marketing programs and the increase in sales volume of SME 

products. 
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6.8.3 Social Media Usage for Marketing, Risk-taking, and Cost Reduction (H6c) 

The H6c sub-hypothesis which states that "Risk-taking mediates the relationship 

between Social Media Usage for Marketing and Cost Reduction" is tested and provides 

information that Risk-taking does not mediate at all the relationship between Social 

Media Usage for Marketing and Cost Reduction. This result is produced from the 

interaction between: 

1) Social Media Usage for Marketing and Cost Reduction (direct effect) which is not 

significant where β = -0.055, t-statistics = 0.544 (0.587), refers to Table 5.30. 

2) Social Media Usage for Marketing and Risk-taking (mediator) which is not 

significant where β = -0.048, t-statistics = 0.588 (0.577), refers to Table 5.31. 

3) Risk-taking and Cost Reduction (indirect effects) which are not significant where β = 

-0.004, t-statistics = 0.039 (0.969), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the H6c sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Marketing and Cost 

Reduction, which is insignificant. The discussion of this result has been conducted on 

the sub-hypothesis H1a. 

 

6.8.4 Social Media Usage for Marketing, Risk-taking, and Sales Increase (H6d) 

The H6d sub-hypothesis testing which says "Risk-taking mediates the relationship 

between Social Media Usage for Marketing and Sales Increase" gave the result that 

Risk-taking does not mediate at all the relationship between Social Media Usage for 

Marketing and Sales Increase. This result is obtained from the interaction between: 
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1) Social Media Usage for Marketing and Sales Increase (direct effect) which is not 

significant where β = -0.057, t-statistics = 0.713 (0.476), refers to Table 5.30. 

2) Social Media Usage for Marketing and Risk-taking (mediator) which is not 

significant where β = -0.048, t-statistics = 0.588 (0.557), refers to Table 5.31. 

3) Risk-taking and Sales Increase (indirect effect) which is significant where β = -0.103, 

t-statistics = 1.659 (0.098), refers to Table 5.33. 

 

Thus, the result that can be interpreted from testing the H6d sub-hypothesis is the direct 

relationship/effect between Social Media Usage for Marketing and Sales Increase, 

which is not significant. The discussion of this result has been performed on the sub-

hypothesis H1d. 

 

6.8.5 Social Media Usage for Marketing, Pro-activeness, and Cost Reduction (H6e) 

Testing of the H6e sub-hypothesis which states that "Pro-activeness mediates the 

relationship between Social Media Usage for Marketing and Cost Reduction" was 

carried out and the results showed that Pro-activeness fully mediates the relationship 

between Social Media Usage for Marketing and Cost Reduction. This result is generated 

from the interaction between: 

1) Social Media Usage for Marketing and Cost Reduction (direct effect) which is not 

significant where β = -0.055, t-statistics = 0.544 (0.587), refers to Table 5.30. 

2) Social Media Usage for Marketing and Pro-activeness (mediator) which is significant 

where β = 0.229, t-statistics = 2.582 (0.010), refers to Table 5.31. 
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3) Pro-activeness and Cost Reduction (indirect effect) which is significant where β = 

0.191, t-statistics = 2.416 (0.032), refer to Table 5.33. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.044 (Table 5.35, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop a proactive attitude of SME owners/managers in seeking market 

opportunities to support their marketing programs so that they can reduce SME 

operational costs (by 0.044 units). 

 

This finding supports previous studies that examined similar problems, for example, 

Lumpkin and Dess (1999) and Rauch et al. (2009) described pro-activeness as initiatives 

to anticipate and pursue new opportunities in relation to market demand in the future. 

So, there is awareness and responsiveness of the company to take a role or initiative in 

front of market signals than its competitors (Hughes & Morgan, 2007). This is important 

to identify and evaluate new market opportunities and monitor market trends for the 

coming period (Kropp, Lindsay & Shoham, 2008). 

 

According to Parveen et al. (2015), information about market trends, customer needs 

and demands, can be obtained by companies through social media, which also has the 

opportunity to bring customers closer to the company. Companies can also obtain 

information about their competitors' activities, brand sentiment, and tactics. Mayfield 

(2008) and Lee and Kozar (2012) also considered that social media is an interactive 

media that allows two-way communication amongst consumers and between consumers 
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and companies. Thus, the ease and speed of obtaining information and understanding 

market needs as well as competitor characteristics (through the use of social media) will 

make it easier for companies to seek market opportunities, manage marketing strategies 

and manage budgets, which in turn will improve the company's performance both in 

reducing operational costs and increasing company profits. 

 

The results of interviews with a number of SME owners/managers reveal that they have 

been proactive in taking market opportunities and the results are quite effective in 

improving company performance. For example, in batik SMEs that produce goyor 

sarongs in Sragen Regency, the owners of SMEs have the courage to export their 

products directly to buyers in Somalia. They found a market share in Somalia because a 

single piece of sarong can generate more than 5 times the profit compared to selling it in 

the domestic market. It should be noted that the batik SMEs that produce goyor sarongs 

and are able to export their products to Somalia are SMEs fostered by a research team 

from Sebelas Maret University, Surakarta, so that information about market 

opportunities and types of consumers can easily be obtained with the assistance of the 

advisory team. The courage of SMEs to act proactively to export their products to 

overseas markets is based on identifying existing market opportunities, evaluating the 

capabilities of SMEs themselves, and of course the "value" attached to the products they 

made. 
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6.8.6 Social Media Usage for Marketing, Pro-activeness, and Sales Increase (H6f) 

Sub-hypothesis H6f which states that "Pro-activeness mediates the relationship between 

Social Media Usage for Marketing and Sales Increase" is tested and found that Pro-

activeness does not mediate at all the relationships between Social Media Usage for 

Marketing and Sales Increase. This result is produced from the interaction between: 

1) Social Media Usage for Marketing and Sales Increase (direct effect) which is not 

significant where β = -0.057, t-statistics = 0.713 (0.476), refers to Table 5.30. 

2) Social Media Usage for Marketing and Pro-activeness (mediator) which is significant 

where β = 0.229, t-statistics = 2.582 (0.010), refers to Table 5.31. 

3) Pro-activeness and Sales Increase (indirect effect) which is not significant where β = 

0.007, t-statistics = 0.115 (0.909), refers to Table 5.33. 

 

Hence, the result that can be interpreted from testing the sub-hypothesis H6f is the direct 

relationship/effect between Social Media Usage for Marketing and Sales Increase, 

which is not significant. The discussion of this result has been carried out on the sub-

hypothesis H1d.  

 

6.8.7 Social Media Usage for Customer Relations, Innovativeness, and Cost 

Reduction (H6g) 

The H6g sub-hypothesis test which says "Innovativeness mediates the relationship 

between Social Media Usage for Customer Relations and Cost Reduction" gave the 

result that Innovativeness does not mediate at all the relationship between Social Media 
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Usage for Customer Relations and Cost Reduction. This result is obtained from the 

interaction between: 

1) Social Media Usage for Customer Relations and Cost Reduction (direct effect) which 

is significant where β = 0.368, t-statistics = 3.746 (0.000), refers to Table 5.30. 

2) Social Media Usage for Customer Relations and Innovativeness (mediator) which is 

significant where β = 0.281, t-statistics = 3.060 (0.002), refers to Table 5.31. 

3) Innovativeness and Cost Reduction (indirect effect) which is not significant where β 

= -0.070, t-statistics = 0.670 (0.503), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the sub-hypothesis H6g is the 

direct relationship/effect between Social Media Usage for Customer Relations and Cost 

Reduction, which is significant. The discussion of this result has been performed on the 

sub-hypothesis H1b. 

 

6.8.8 Social Media Usage for Customer Relations, Innovativeness, and Sales 

Increase (H6h) 

Sub-hypothesis H6h which states that "Innovativeness mediates the relationship between 

Social Media Usage for Customer Relations and Sales Increase" is tested and provides 

the result that Innovativeness has a complementary partial mediation on the 

relationships between Social Media Usage for Customer Relations and Sales Increase. 

This result is generated from the interaction between: 

1) Social Media Usage for Customer Relations and Sales Increase (direct effect) which 

is significant where β = 0.620, t-statistics = 9.340 (0.000), refers to Table 5.30. 
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2) Social Media Usage for Customer Relations and Innovativeness (mediator) which is 

significant where β = 0.281, t-statistics = 3.060 (0.002), refers to Table 5.31. 

3) Innovativeness and Sales Increase (indirect effect) which is significant where β = 

0.173, t-statistics = 2.677 (0.008), refers to Table 5.33. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.049 (Table 5.35, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop ideas, creativity, and innovation owned by SME owners/managers 

in manufacturing new products, new processes, new methods, new strategies, or 

modifying old ones that can bring closer the relationship between the company and 

customers so as to increase the sales volume of SME products (by 0.049 units). 

 

This finding supports previous studies that discuss similar topics, for instance, Perez-

Luno, Wiklund, and Cabrera (2011) which stated that innovation is very important to 

renew a company's product offerings in the market so that they can remain competitive, 

especially as products and business models with short life cycles. Furthermore, Massa 

and Testa (2008) also argued that innovation is an organization/company effort to offer 

improvements in products, markets, and/or processes to compete in the market and in 

response to customer needs, which in turn can generate profits for the company. In other 

words, innovation is more related to a company's creativity in responding to customer 

needs, even if it only involves slight modifications to their products, markets, and/or 

processes (Wang & Zhang, 2009). Likewise, Lin (2007) claimed that innovation does 

not have to be new to the world, only new in the eyes of the beholder. In conclusion, 



319 

 

innovation can contribute to the creation of company competitiveness, which in turn 

improves company performance (Damanpour & Wischnevsky, 2006; Otero-Neira, 

Lindman & Fernandez, 2009). 

 

The results of interviews with a number of SME owners/managers revealed that the use 

of social media is more related to the company's creativity in serving customers, namely 

quick response, quick handling of orders, better service quality, and delivery of products 

to the buyer's location. Even so, the age of SMEs can also influence the level of 

creativity and innovation in manufacturing products and serving customers. Information 

from a number of interviewed SME owners shows that relatively young SME tend to 

have high enthusiasm for using and utilizing social media. On the contrary, some long-

established SMEs tend to be more apathetic about the presence of social media to 

support their business operations. This fact may be the reason why innovativeness 

partially mediates (complementary) the relationship between social media use and sales 

increase of SME products. 

 

6.8.9 Social Media Usage for Customer Relations, Risk-taking, and Cost Reduction 

(H6i) 

In the sub-hypothesis H6i, which says "Risk-taking mediates the relationship between 

Social Media Usage for Customer Relations and Cost Reduction" the testing is 

conducted and the results show that Risk-taking does not mediate at all the relationship 

between Social Media Usage for Customer Relations and Cost Reduction. This result is 

produced from the interaction between: 
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1) Social Media Usage for Customer Relations and Cost Reduction (direct effect) which 

is significant where β = 0.368, t-statistics = 3.746 (0.000), refers to Table 5.30. 

2) Social Media Usage for Customer Relations and Risk-taking (mediator) which is 

significant where β = 0.385, t-statistics = 4.771 (0.000), refers to Table 5.31. 

3) Risk-taking and Cost Reduction (indirect effect) which is not significant where β = -

0.004, t-statistics = 0.039 (0.969) refers to Table 5.33. 

 

Thus, the result that can be interpreted from testing the sub-hypothesis H6i is the direct 

relationship/effect between Social Media Usage for Customer Relations and Cost 

Reduction, which is significant. The discussion of this result has been done on the sub-

hypothesis H1b. 

 

6.8.10 Social Media Usage for Customer Relations, Risk-taking, and Sales Increase 

(H6j) 

Testing of the H6j sub-hypothesis which states that "Risk-taking mediates the 

relationship between Social Media Usage for Customer Relations and Sales Increase" 

provides the results that Risk-taking has a competitive partial mediation on the 

relationship between Social Media Usage for Customer Relations and Sales Increase. 

This result is obtained from the interaction between: 

1) Social Media Usage for Customer Relations and Sales Increase (direct effect) which 

is significant where β = 0.620, t-statistics = 9.340 (0.000), refers to Table 5.30. 

2) Social Media Usage for Customer Relations and Risk-taking (mediator) which is 

significant where β = 0.385, t-statistics = 4.771 (0.000), refers to Table 5.31. 
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3) Risk-taking and Sales Increase (indirect effect) which is significant where β = -0.103, 

t-statistics = 1.659 (0.098), refers to Table 5.33. 

 

The magnitude of the mediation effect (indirect effect) is β = -0.040 (Table 5.35, 

Original Sample column), which means that the use of social media is able to stimulate, 

inspire, motivate and develop attitudes and behavior of SME owners/managers to be 

more willing to take risks in order to improve the relationship with customers, but there 

is a risk of reducing the sales volume of SME products (by -0.040 units). This is an 

interesting finding because the implication is that SMEs' efforts to build relationships 

with customers and provide better services through social media run the risk of lowering 

company profits which in turn reduces the sales volume of the company's products. 

 

The problem of the perception of risk-taking can indeed differ from one person to 

another. A number of previous studies have examined similar problems, for example, 

the risk of business failure at the embryonic stage of the company (Hughes & Morgan, 

2007), the risks that must be faced for entrepreneurs who are involved in a family 

business (Naldi et al., 2007; Zahra, 2005), or the risk of business failure in SME scale 

(Gilmore, Carson & O'Donnel, 2004; Swiersczek & Ha, 2003). In the context of 

entrepreneurship, Gilmore et al. (2004) stated that entrepreneurial risk refers to the risk 

of a new venture failing to achieve satisfactory performance, in terms of sales, profit, or 

return on investment. Mitchell et al. (2000) illustrated the characteristics of risk-taking 

at this stage is shown by the willingness to assume the risks and responsibilities of 

creating a new business. Meanwhile, Zahra (2005) suggested that rapid changes in 
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several aspects and a very uncertain environment require entrepreneurial companies to 

be willing to take risks for the survival and success of their company's performance. 

 

This finding is consistent with the view of Gilmore et al. (2004) who suggested two 

characteristics of SMEs related to risk-taking, namely based on cognitive traits and 

behaviors. The former is related to the psychological characteristics of an entrepreneur, 

while the latter seeks to understand how cognitive and style perceptions of an 

entrepreneur in decision making. Some entrepreneurs feel that the business situation is 

more optimistic, so they do not mind the risks to be faced, while others consider it too 

risky to implement (Palich & Bagby, 1995). According to Caliendo, Fossen, and 

Kritisos (2009), people with more experience, higher ability, or greater knowledge tend 

to see the risks associated with certain decision making with a lower perspective or more 

easily overcome them. 

 

However, this finding contradicts the study of Kusumawardhani (2013) which stated 

that the behavior of SMEs in Indonesia tends to be less proactive and less courageous in 

taking risks so that the business opportunities available are not optimally utilized by 

SMEs. This is in line with the results of interviews with a number of SME 

owners/managers who revealed that they have carried out several activities that carry 

risks including taking on high-risk projects (e.g. metal-cast SMEs that replace metal 

smelters from coal with electric-powered induction furnaces), the direct exporter (e.g. 

batik SMEs, goyor sarong SMEs, guitar craftsman), borrowed money from various 

financial sources, expanded production facilities and applied new technology (e.g. 
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SMEs who expands the cheesemaker machine). On the other hand, there are still many 

SMEs that have not dared to take risks in running their business. This fact may be the 

reason why the risk-taking dimension has a competitive partial mediation on the 

relationship between the use of social media and the financial performance of SMEs, 

particularly the increase in sales volume. 

 

6.8.11 Social Media Usage for Customer Relations, Pro-activeness, and Cost 

Reduction (H6k) 

Sub-hypothesis H6a which states that "Pro-activeness mediates the relationship between 

Social Media Usage for Customer Relations and Cost Reduction" is tested and gives the 

result that Pro-activeness does not mediate at all the relationship between Social Media 

Usage for Customer Relations and Cost Reduction. This result is generated from the 

interaction between: 

1) Social Media Usage for Customer Relations and Cost Reduction (direct effect) which 

is significant where β = 0.368, t-statistics = 3.746 (0.000), refers to Table 5.30. 

2) Social Media Usage for Customer Relations and Pro-activeness (mediator) which is 

not significant where β = 0.091, t-statistics = 1.076 (0.283), refers to Table 5.31. 

3) Pro-activeness and Cost Reduction (indirect effect) which is significant where β = 

0.191, t-statistics = 2.146 (0.032), refers to Table 5.33. 

Hence, the result that can be interpreted from testing the H6k sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Customer Relations and Cost 

Reduction, which is significant. The discussion of this result has been performed on the 

sub-hypothesis H1b. 
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6.8.12 Social Media Usage for Customer Relations, Pro-activeness, and Sales 

Increase (H6l) 

The H6a sub-hypothesis test which says "Pro-activeness mediates the relationship 

between Social Media Usage for Customer Relations and Sales Increase" gave the result 

that Pro-activeness does not mediate at all the relationship between Social Media Usage 

for Customer Relations and Sales Increase. This result is produced from the interaction 

between: 

1) Social Media Usage for Customer Relations and Sales Increase (direct effect) which 

is significant where β = 0.620, t-statistics = 9.340 (0.000), refers to Table 5.30. 

2) Social Media Usage for Customer Relations and Pro-activeness (mediator) which is 

not significant where β = 0.091, t-statistics = 1.076 (0.283), refers to Table 5.31. 

3) Pro-activeness and Sales Increase (indirect effect) which is not significant where β = 

0.007, t-statistics = 0.115 (0.909), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the sub-hypothesis H6l is the 

direct relationship/effect between Social Media Usage for Customer Relations and Sales 

Increase, which is significant. The discussion of this result has been carried out on the 

sub-hypothesis H1e. 

 

6.8.13 Social Media Usage for Information Accessibility, Innovativeness, and Cost 

Reduction (H6m) 

The H6m sub-hypothesis which states that "Innovativeness mediates the relationship 

between Social Media Usage for Information Accessibility and Cost Reduction" is 
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tested and the result shows that Innovativeness does not mediate at all the relationship 

between Social Media Usage for Information Accessibility and Cost Reduction. This 

result is obtained from the interaction between: 

1) Social Media Usage for Information Accessibility and Cost Reduction (direct effect) 

which is not significant where β = 0.084, t-statistics = 0.915 (0.361), refers to Table 

5.30. 

2) Social Media Usage for Information Accessibility and Innovativeness (mediator) 

which is not significant where β = -0.010, t-statistics = 0.122 (0.903), refers to Table 

5.31. 

3) Innovativeness and Cost Reduction (indirect effect) which is not significant where β 

= -0.070, t-statistics = 0.670 (0.503), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the H6m sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Cost Reduction, which is insignificant. The discussion of this result has been done on 

the sub-hypothesis H1c. 

 

6.8.14 Social Media Usage for Information Accessibility, Innovativeness, and Sales 

Increase (H6n) 

The H6n sub-hypothesis test which says "Innovativeness mediates the relationship 

between Social Media Usage for Information Accessibility and Sales Increase" gave the 

result that Innovativeness does not mediate at all the relationship between Social Media 
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Usage for Information Accessibility and Sales Increase. This result is generated from the 

interaction between: 

1) Social Media Usage for Information Accessibility and Sales Increase (direct effect) 

which is significant where β = 0.127, t-statistics = 2.077 (0.038), refers to Table 5.30. 

2) Social Media Usage for Information Accessibility and Innovativeness (mediator) 

which is not significant where β = -0.010, t-statistics = 0.122 (0.903), refers to Table 

5.31. 

3) Innovativeness and Sales Increase (indirect effect) which is significant where β = 

0.173, t-statistics = 2.677 (0.008), refers to Table 5.33. 

 

Hence, the result that can be interpreted from testing the H6n sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Sales Increase, which is significant. The discussion of this result has been done on the 

sub-hypothesis H1f. 

 

6.8.15 Social Media Usage for Information Accessibility, Risk-taking, and Cost 

Reduction (H6o) 

Sub-hypothesis H6o which states that "Risk-taking mediates the relationship between 

Social Media Usage for Information Accessibility and Cost Reduction" is tested and the 

result is that Risk-taking does not mediate at all the relationship between Social Media 

Usage for Information Accessibility and Cost Reduction. This result is produced from 

the interaction between: 
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1) Social Media Usage for Information Accessibility and Cost Reduction (direct effect) 

which is not significant where β = 0.084, t-statistics = 0.915 (0.361), refers to Table 

5.30. 

2) Social Media Usage for Information Accessibility and Risk-taking (mediator) which 

is not significant where β = 0.088, t-statistics = 0.978 (0.329), refers to Table 5.31. 

3) Risk-taking and Cost Reduction (indirect effect) which is not significant where β = -

0.004, t-statistics = 0.039 (0.969), refers to Table 5.33. 

 

Thus, the result that can be interpreted from testing the sub-hypothesis H6o is the direct 

relationship/effect between Social Media Usage for Information Accessibility and Cost 

Reduction, which is insignificant. The discussion of this result has been performed on 

the sub-hypothesis H1c.  

 

6.8.16 Social Media Usage for Information Accessibility, Risk-taking, and Sales 

Increase (H6p) 

The H6a sub-hypothesis test which says "Risk-taking mediates the relationship between 

Social Media Usage for Information Accessibility and Sales Increase" gave the result 

that Risk-taking does not mediate at all the relationship between Social Media Usage for 

Information Accessibility and Sales Increase. This result is obtained from the interaction 

between: 

1) Social Media Usage for Information Accessibility and Sales Increase (direct effect) 

which is significant where β = 0.127, t-statistics = 2.077 (0.038), refers to Table 5.30. 
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2) Social Media Usage for Information Accessibility and Risk-taking (mediator) which 

is not significant where β = 0.088, t-statistics = 0.978 (0.329), refers to Table 5.31. 

3) Risk-taking and Sales Increase (indirect effect) which is significant where β = -0.103, 

t-statistics = 1.659 (0.098), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the H6p sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Sales Increase, which is significant. The discussion of this result has been carried out on 

the sub-hypothesis H1f. 

 

6.8.17 Social Media Usage for Information Accessibility, Pro-activeness, and Cost 

Reduction (H6q) 

The H6q sub-hypothesis which states that "Pro-activeness mediates the relationship 

between Social Media Usage for Information Accessibility and Cost Reduction" is 

tested and the result shows that Pro-activeness fully mediates the relationship between 

Social Media Usage for Information Accessibility and Cost Reduction. This result is 

generated from the interaction between: 

1) Social Media Usage for Information Accessibility and Cost Reduction (direct effect) 

which is not significant where β = 0.084, t-statistics = 0.915 (0.361), refers to Table 

5.30. 

2) Social Media Usage for Information Accessibility and Pro-activeness (mediator) 

which is significant where β = 0.228, t-statistics = 2.339 (0.020), refers to Table 5.31. 
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3) Pro-activeness and Cost Reduction (indirect effect) which is significant where β = 

0.191, t-statistics = 2.416 (0.032), refers to Table 5.33. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.044 (Table 5.35, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop a proactive attitude of SME owners/managers in seeking market 

opportunities through the ease and speed of accessing information (about the market, 

competitors and customers and their needs) so as to reduce the operational costs of 

SMEs (by 0.044 units). 

 

This finding is consistent with the views of Lee and Peterson (2000) and Stevenson and 

Jarillo (2000) which stated that companies that run entrepreneurship are characterized 

by the ability of entrepreneurs to recognize and take advantage of market opportunities 

for profit. Furthermore, Covin and Slevin (1989) and Lumpkin and Dess (1996) have 

long emphasized that an uncertain business environment forces companies to always 

look for new opportunities, by identifying and exploiting opportunities in their 

environment, and actively seeking information in order to outperform their competitors. 

Likewise, Kiss, Danis, and Cavusgil (2012) found that SMEs in developing countries 

are very dependent on their own independence and ability to overcome weaknesses in 

institutional aspects and on the limited market information they obtain. 

 

With regard to media and information-seeking facilities, Apigian, Ragu-Nathan, Ragu-

Nathan, and Kunnathur (2005) and Shuai and Wu (2011) argued that higher Internet use 
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increases their impact on organizations in terms of increased income, increased 

relationships, and reduced cost and time. Meanwhile, according to Parveen et al. (2016), 

social media enables open communication that helps organizations understand customer 

needs and motivates them to respond to those needs proactively and efficiently. Through 

social media, companies can make timely and direct end-consumer contact at a 

relatively low cost, and a higher level of efficiency can be achieved when compared to 

traditional communication tools (Chong & Chan, 2012; Premkumar & Roberts, 1999). 

 

Information from a number of SME owners/managers interviewed indicates that they 

have been proactively seeking market opportunities, even reaching markets abroad. For 

example, SMEs that produce guitars in Sukoharjo Regency dare to export their products 

to the European market, particularly in Germany and the Netherlands, because the wood 

used as the basic material for guitars only exists in Indonesia, so the resulting sound is 

better. It should also be noted that the guitar SMEs were able to export their products to 

the European market because they received assistance in the form of consultations from 

musical instrument entrepreneurs from Germany, so the way to produce high-quality 

guitars could be obtained from the consultations. The proactive attitude is shown by the 

owner/manager of these SMEs automatically reduces marketing costs, especially 

advertising costs, costs for participating in exhibitions, and even shipping costs due to 

cooperation with third parties (agents, distributors).  
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6.8.18 Social Media Usage for Information Accessibility, Pro-activeness, and Sales 

Increase (H6r) 

The H6r sub-hypothesis test which says "Pro-activeness mediates the relationship 

between Social Media Usage for Information Accessibility and Sales Increase" gave the 

result that Pro-activeness does not mediate at all the relationship between Social Media 

Usage for Information Accessibility and Sales Increase. This result is produced from the 

interaction between: 

1) Social Media Usage for Information Accessibility and Sales Increase (direct effect) 

which is significant where β = 0.127, t-statistics = 2.077 (0.038), refers to Table 5.30. 

2) Social Media Usage for Information Accessibility and Pro-activeness (mediator) 

which is significant where β = 0.228, t-statistics = 2.339 (0.020), refers to Table 5.31. 

3) Pro-activeness and Sales Increase (indirect effect) which is not significant where β = 

0.007, t-statistics = 0.115 (0.909), refers to Table 5.33. 

 

Therefore, the result that can be interpreted from testing the H6r sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Sales Increase, which is significant. The discussion of this result has been carried out on 

the sub-hypothesis H1f. 
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6.9 ROLE OF ENTREPRENEURIAL ORIENTATION IN MEDIATING THE 

RELATIONSHIP BETWEEN SOCIAL MEDIA USE AND NON-

FINANCIAL PERFORMANCE (H7) 

To answer the fourth research objective in this study, the researcher developed one 

hypothesis (H7) which was detailed into eighteen sub-hypotheses (H7a-H7r). Similar to 

the sixth hypothesis (H6), the seventh hypothesis (H7) states that "Entrepreneurial 

Orientation mediates the relationship between Social Media Usage and Non-Financial 

Performance". For this reason, the three constructs interacted with each other, namely 

social media usage (exogenous/independent constructs), entrepreneurial orientation 

(endogenous/mediator constructs), and non-financial performance (endogenous/ 

dependent constructs). The bootstrapping results for the indirect relationship/effect 

between the construct of Social Media Use and Non-Financial Performance mediated by 

Entrepreneurial Orientation are presented in Table 5.37. 

 

Since the fourth objective of this study is to investigate the mediation effect of each EO 

dimension on the relationship between each latent variable in the Social Media Usage 

construct and each latent variable in the SME Non-Financial Performance construct, this 

study does not test the seventh hypothesis (H7) but does testing of eighteen sub-

hypotheses (H7a-H7r). Testing of the eighteen sub-hypotheses was also carried out 

using the mediator testing procedure according to Preacher and Hayes (2008, 2012). 

Table 5.38 provides information on the results of testing the seventh hypothesis (H7), 

namely the interaction of the three constructs which are derived into eighteen sub-

hypotheses (H7a-H7r). The following section describes the mediation effect and 
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mediation type of each EO dimension on the relationship between each latent variable in 

the Social Media Usage construct and each latent variable in the Non-Financial 

Performance construct. 

 

6.9.1 Social Media Usage for Marketing, Innovativeness, and Better Customer 

Relations (H7a) 

The H7a sub-hypothesis which states that "Innovativeness mediates the relationship 

between Social Media Usage for Marketing and Better Customer Relations" was tested 

and the result shows that Innovativeness fully mediates the relationship between Social 

Media Usage for Marketing and Better Customer Relations. This result is obtained from 

the interaction between: 

1) Social Media Usage for Marketing and Better Customer Relations (direct effect) 

which is not significant where β = -0.092, t-statistics = 1.381 (0.168), refers to Table 

5.32. 

2) Social Media Usage for Marketing and Innovativeness (mediator) which is significant 

where β = 0.179, t-statistics = 2.101 (0.036), refers to Table 5.31. 

3) Innovativeness and Better Customer Relations (indirect effect) which is significant 

where β = 0.146, t-statistics = 1.865 (0.063), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.026 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop ideas, creativity, and innovation owned by SME owners/managers 
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to support company marketing program so as to improve relationships and service to 

customers (by 0.026 units). 

 

This finding supports previous studies that discuss similar topics, for instance, Fadda 

(2018) which found that innovation, proactivity, and autonomy significantly affect hotel 

and tourism performance in Sardinia, Italy. Likewise, Hughes and Morgan (2007) who 

investigated the independent impact of the EO dimension on the performance of young 

high-technology firms at an embryonic stage of development, revealed that only 

innovation and proactivity have a positive effect on performance. Conceptually, Morris, 

Kuratko, and Covin (2008) argued that innovation is related to creativity, namely 

someone's mental ability and curiosity to find something new. Creativity is a source of 

ideas and imagination that will lead to the emergence of new products, new services, 

new processes, new markets, and new technologies (Landström, 2005).  

 

In the context of social media, Matuszak (2007) claimed that the use of social media can 

motivate organizations/companies to tend to be more creative and innovative in serving 

and meeting customer needs, especially after receiving input in the form of criticism, 

suggestions, ideas, comments or feedback from customers. This finding is also in line 

with Parveen et al. (2014) who argued that social media stimulates the emergence of 

corporate innovation because it is driven by the monitoring process of activities carried 

out by consumers in the form of comments, responses, criticisms, or testimonies of 

company products or services. Even so, Johne and Davis (2000) emphasized that the 
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level of innovation can vary depending on the characteristics of the company and the 

resulting performance. 

 

The results of interviews with a number of SME owners show that they are trying to be 

innovative, namely how to make the less-processed or more cost-efficient products so 

that the price can be cheaper. A number of other respondents stated that product designs 

that customers want can be responded to more quickly via email or social media so that 

it is more practical and cheaper than if consumers have to come to the company 

location. According to them, the use of social media besides being able to communicate 

via SMS or chat with customers, they can also send photos or pictures that can be seen 

immediately, so that what customers ask can be immediately known and can be 

answered more quickly.  

 

6.9.2 Social Media Usage for Marketing, Innovativeness, and Better Information 

Accessibility (H7b) 

The H7b sub-hypothesis test, which says "Innovativeness mediates the relationship 

between Social Media Usage for Marketing and Better Information Accessibility", gave 

the result that Innovativeness does not mediate at all the relationship between Social 

Media Usage for Marketing and Better Information Accessibility. This result is 

generated from the interaction between: 

1) Social Media Usage for Marketing and Better Information Accessibility (direct 

effect) which is not significant where β = 0.105, t-statistics = 1.510 (0.132), refers to 

Table 5.32. 
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2) Social Media Usage for Marketing and Innovativeness (mediator) which is significant 

where β = 0.179, t-statistics = 2.101 (0.036), refers to Table 5.31. 

3) Innovativeness and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.018, t-statistics = 0.284 (0.777), refers to Table 5.34. 

 

Hence, the result that can be interpreted from testing the H7b sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Marketing and Better 

Information Accessibility, which is insignificant. The discussion of this result has been 

done on the sub-hypothesis H3d. 

 

6.9.3 Social Media Usage for Marketing, Risk-taking, and Better Customer 

Relations (H7c) 

The H7c sub-hypothesis which states that "Risk-taking mediates the relationship 

between Social Media Usage for Marketing and Better Customer Relations" provided 

the result that Risk-taking does not mediate at all the relationship between Social Media 

Usage for Marketing and Better Customer Relations. This result is produced from the 

interaction between: 

1) Social Media Usage for Marketing and Better Customer Relations (direct effect) 

which is not significant where β = -0.092, t-statistics = 1.381 (0.168), refers to Table 

5.32. 

2) Social Media Usage for Marketing and Risk-taking (mediator) which is not 

significant where β = -0.048, t-statistics = 0.588 (0.557), refers to Table 5.31. 
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3) Risk-taking and Better Customer Relations (indirect effect) which is not significant 

where β = 0.055, t-statistics = 0.740 (0.460), refers to Table 5.34. 

 

Therefore, the result that can be interpreted from testing the H7c sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Marketing and Better 

Customer Relations, which is insignificant. The discussion of this result has been carried 

out on the sub-hypothesis H3a. 

 

6.9.4 Social Media Usage for Marketing, Risk-taking, and Better Information 

Accessibility (H7d) 

The H7d sub-hypothesis which says "Risk-taking mediates the relationship between 

Social Media Usage for Marketing and Better Information Accessibility" was tested and 

found that Risk-taking does not mediate at all the relationships between Social Media 

Usage for Marketing and Better Information Accessibility. This result is obtained from 

the interaction between: 

1) Social Media Usage for Marketing and Better Information Accessibility (direct 

effect) which is not significant where β = 0.105, t-statistics = 1.510 (0.132), refers to 

Table 5.32. 

2) Social Media Usage for Marketing and Risk-taking (mediator) which is not 

significant where β = -0.048, t-statistics = 0.588 (0.557), refers to Table 5.31. 

3) Risk-taking and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.074, t-statistics = 1.015 (0.311), refers to Table 5.34. 
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Thus, the result that can be interpreted from testing the H7d sub-hypothesis is the direct 

relationship/effect between Social Media Usage for Marketing and Better Information 

Accessibility, which is insignificant. The discussion of this result has been performed on 

the sub-hypothesis H3d. 

 

6.9.5 Social Media Usage for Marketing, Pro-activeness, and Better Customer 

Relations (H7e) 

Testing the sub-hypothesis H7e which states that "Pro-activeness mediates the 

relationship between Social Media Usage for Marketing and Better Customer 

Relations", the result is that Pro-activeness fully mediates the relationship between 

Social Media Usage for Marketing and Better Customer Relations. This result is 

produced from the interaction between: 

1) Social Media Usage for Marketing and Better Customer Relations (direct effect) 

which is not significant where β = -0.092, t-statistics = 1.381 (0.168), refers to Table 

5.32. 

2) Social Media Usage for Marketing and Pro-activeness (mediator) which is significant 

where β = 0.229, t-statistics = 2.582 (0.010), refers to Table 5.31. 

3) Pro-activeness and Better Customer Relations (indirect effect) which is significant 

where β = 0.128, t-statistics = 1.809 (0.071), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.029 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop proactive attitudes and behaviors owned by SME 
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owners/managers in seeking opportunities to support the company marketing program 

so as to improve relationships and service to customers (by 0.029 units). 

 

This finding supports previous studies that discuss similar topics, for example, a study 

by Kusumawardhani (2013) which claimed that only proactivity significantly affects the 

financial performance of furniture SMEs in Indonesia. Furthermore, Hughes and 

Morgan (2007), who found that proactive and innovative in the small companies 

incubating in the UK are two dimensions of EO that have a significant effect on 

company performance. Likewise, Frishammar and Andersson (2009) who reported that 

only proactivity made a positive contribution to international performance in a number 

of SMEs in Sweden. 

 

In the context of using social media, Adebayo (2015) stated that social media can help 

improve a company's social network because it allows companies to carry out their 

business development stages successfully. For this reason, companies will be more 

proactive in seeking market opportunities and more willing to take risks in order to 

maintain their reputation and develop their business. Meanwhile, Parveen et al. (2016) 

argued that the ease of obtaining information about the market, customers, and 

competitors will motivate companies to be more proactive, and will try more creative 

and innovative ways to promote and market products and services to their customers in 

the market. 
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6.9.6 Social Media Usage for Marketing, Pro-activeness, and Better Information 

Accessibility (H7f) 

Sub-hypothesis H7f which states that "Pro-activeness mediates the relationship between 

Social Media Usage for Marketing and Better Information Accessibility", was tested and 

the result is that Pro-activeness fully mediates the relationship between Social Media 

Usage for Marketing and Better Information Accessibility. This result is generated from 

the interaction between: 

1) Social Media Usage for Marketing and Better Information Accessibility (direct 

effect) which is not significant where β = 0.105, t-statistics = 1.510 (0.132), refers to 

Table 5.32. 

2) Social Media Usage for Marketing and Pro-activeness (mediator) which is significant 

where β = 0.229, t-statistics = 2.582 (0.010), refers to Table 5.31. 

3) Pro-activeness and Better Information Accessibility (indirect effect) which is 

significant where β = 0.163, t-statistics = 2.554 (0.011), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.037 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop proactive attitudes and behaviors owned by SME 

owners/managers in seeking opportunities to support the company marketing program 

so as to improve the accessibility of information for the company and customers (by 

0.037 units). 
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This finding supports a study conducted by Coulthard (2007) which identified variations 

in the importance of each EO dimension to organizational performance and found there 

was a positive correlation between innovation and proactive against performance. 

Frishammar and Andersson's 2009 study also revealed that proactive entrepreneurs will 

continue to seek business-related information, business opportunities, and new network 

connections that are useful for their companies. By using information from relevant and 

reliable sources, companies can proactively identify and anticipate business 

opportunities in the market. This also allows the company to act before there is a change 

or increase in the market which allows the company to add resources so that it can 

develop its capabilities and improve its performance. 

 

In the realm of SME, Kreiser et al. (2010) investigated the proactivity of SMEs in 

countries from the Pacific Rim (i.e. Australia, Costa Rica, and Indonesia) and Europe 

(i.e. Norway, Sweden, and the Netherlands), and found that companies operating in a 

culture of uncertainty or discomfort were likely to behave more proactive than 

companies in other cultures. This is consistent with the views of Covin and Slevin 

(1989) and Lumpkin and Dess (2001) who stated that one of the main characteristics of 

the entrepreneurial company is their willingness to proactively identify and exploit 

environmental opportunities through a more active search for information to outperform 

their rivals. Proactive behavior allows companies to gather relevant information, and to 

obtain the resources and opportunities available in an industry. 
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6.9.7 Social Media Usage for Customer Relations, Innovativeness, and Better 

Customer Relations (H7g) 

Testing the H7g sub-hypothesis which states that "Innovativeness mediates the 

relationship between Social Media Usage for Customer Relations and Better Customer 

Relations", was conducted and the result shows that Innovativeness has a 

complementary partial mediation on the relationship between Social Media Usage for 

Customer Relations and Better Customer Relations. This result is obtained from the 

interaction between: 

1) Social Media Usage for Customer Relations and Better Customer Relations (direct 

effect) which is significant where β = 0.617, t-statistics = 9,352 (0.000), refers to 

Table 5.32. 

2) Social Media Usage for Customer Relations and Innovativeness (mediator) which is 

significant where β = 0.281, t-statistics = 3.060 (0.002), refers to Table 5.31. 

3) Innovativeness and Better Customer Relations (indirect effect) which is significant 

where β = 0.146 t-statistics = 1.865 (0.063), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.041 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop ideas, creativity, and innovation owned by SME owners/managers 

in manufacturing new products, new processes, new methods, new strategies, or 

modifying old ones that can bring closer the relationship between the company and 

customers so that it can improve the relationship and service to customers (by 0.041 

units). 
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This finding supports the study of Solis (2010) which claimed that social media can 

have a real impact on organizations, especially in supporting digital advertising and 

promotion programs, addressing customer service issues, mining innovative ideas, and 

building customer relationships. Likewise, Tajudeen, Jaafar, and Ainin (2018) argued 

that when organizations use social media effectively for various tasks, such as 

marketing, customer relations, and information retrieval, it is likely to have a positive 

impact on the organization, especially in terms of reducing costs, improving customers 

relationships, and improving the accessibility of information. The interactive nature of 

social media allows two-way communication with the public, which motivates 

organizations to use it. Interactive innovations provide two-way communication and 

accelerate the adoption process as they attract users quickly (Lee & Cho, 2011; Rogers, 

1995). 

 

In the realm of SME, Tajudeen et al. (2018) further said that because social media does 

not involve large investments or significant risks, the disposition to take risks and act in 

an entrepreneurial manner may not have an effect. In addition, SME scale companies do 

not need to be too innovative to use social media. Even a sole proprietor who owns a 

small business and sells basic goods can use social media to advertise their products and 

services. Therefore, the entrepreneurial orientation of SMEs may not always play an 

important role in the use of social media in companies. 

 

From another perspective, Robson, Haugh, and Obeng (2009) argued that innovation is 

positively related to the education level of SME owners/managers. Data obtained from a 
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field survey in this study which takes the basic level of education of SME 

owners/managers shows that there are 120 out of 208 SMEs whose owners have a 

secondary school education or below, while the remaining 88 SME owners/managers 

have a Diploma education or above. Logically, the higher the education of SME 

managers, the more creative and innovative they will be in managing their companies. 

The educational background of the surveyed SME managers and the findings of 

Tajudeen et al. (2018) may be the reason why SME innovations have a complementary 

partial mediation on the relationship between social media use and customer relations. 

 

6.9.8 Social Media Usage for Customer Relations, Innovativeness, and Better 

Information Accessibility (H7h) 

Testing of the H7h sub-hypothesis, which says "Innovativeness mediates the 

relationship between Social Media Usage for Customer Relations and Better 

Information Accessibility" gave the result that Innovativeness does not mediate at all the 

relationship between Social Media Usage for Customer Relations and Better 

Information Accessibility. This result is obtained from the interaction between: 

1) Social Media Usage for Customer Relations and Better Information Accessibility 

(direct effect) which is significant where β = 0.277, t-statistics = 3.219 (0.001), refers 

to Table 5.32. 

2) Social Media Usage for Customer Relations and Innovativeness (mediator) which is 

significant where β = 0.281, t-statistics = 3.060 (0.002), refers to Table 5.31. 

3) Innovativeness and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.018, t-statistics = 0.284 (0.777), refers to Table 5.34. 
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Hence, the result that can be interpreted from testing the H7h sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Customer Relations and 

Better Information Accessibility, which is significant. The discussion of this result has 

been done on the sub-hypothesis H3e. 

 

6.9.9 Social Media Usage for Customer Relations, Risk-taking, and Better 

Customer Relations (H7i) 

Sub-hypothesis H7i which states that "Risk-taking mediates the relationship between 

Social Media Usage for Customer Relations and Better Customer Relations" is tested 

and the result is that Risk-taking does not mediate at all the relationship between Social 

Media Usage for Customer Relations and Better Customer Relations. This result is 

generated from the interaction between: 

1) Social Media Usage for Customer Relations and Better Customer Relations (direct 

effect) which is significant where β = 0.617, t-statistics = 9,352 (0.000), refers to 

Table 5.32. 

2) Social Media Usage for Customer Relations and Risk-taking (mediator) which is 

significant where β = 0.385, t-statistics = 4.771 (0.000), refers to Table 5.31. 

3) Risk-taking and Better Customer Relations (indirect effect) which is not significant 

where β = 0.055, t-statistics = 0.740 (0.460) refers to Table 5.34. 

 

Thus, the result that can be interpreted from testing the sub-hypothesis H7i is the direct 

relationship/effect between Social Media Usage for Customer Relations and Better 
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Customer Relations which is insignificant. The discussion of this result has been 

performed on the sub-hypothesis H3b. 

 

6.9.10 Social Media Usage for Customer Relations, Risk-taking, and Better 

Information Accessibility (H7j) 

The H7j sub-hypothesis which says "Risk-taking mediates the relationship between 

Social Media Usage for Customer Relations and Better Information Accessibility" was 

tested and gave the result that Risk-taking does not mediate at all the relationship 

between Social Media Usage for Customer Relations and Better Information 

Accessibility. This result is produced from the interaction between: 

1) Social Media Usage for Customer Relations and Better Information Accessibility 

(direct effect) which is significant where β = 0.277, t-statistics = 3.219 (0.001), refers 

to Table 5.32. 

2) Social Media Usage for Customer Relations and Risk-taking (mediator) which is 

significant where β = 0.385, t-statistics = 4.771 (0.000), refers to Table 5.31. 

3) Risk-taking and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.074, t-statistics = 1.015 (0.311), refers to Table 5.34. 

 

Therefore, the result that can be interpreted from testing the sub-hypothesis H7j is the 

direct relationship/effect between Social Media Usage for Customer Relations and 

Better Information Accessibility, which is significant. The discussion of this result has 

been done on the sub-hypothesis H3e. 
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6.9.11 Social Media Usage for Customer Relations, Pro-activeness, and Better 

Customer Relations (H7k) 

The H7k sub-hypothesis testing which states that "Pro-activeness mediates the 

relationship between Social Media Usage for Customer Relations and Better Customer 

Relations" provides the result which shows that Pro-activeness does not mediate at all 

the relationship between Social Media Usage for Customer Relations and Better 

Customer Relations. This result is obtained from the interaction between: 

1) Social Media Usage for Customer Relations and Better Customer Relations (direct 

effect) which is significant where β = 0.617, t-statistics = 9,352 (0.000), refers to 

Table 5.32. 

2) Social Media Usage for Customer Relations and Pro-activeness (mediator) which is 

not significant where β = 0.091, t-statistics = 1.076 (0.283), refers to Table 5.31. 

3) Pro-activeness and Better Customer Relations (indirect effect) which is significant 

where β = 0.128, t-statistics = 1.809 (0.071), refers to Table 5.34. 

 

Hence, the result that can be interpreted from testing the H7k sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Customer Relations and 

Better Customer Relations, which is significant. The discussion of this result has been 

carried out on the sub-hypothesis H3b. 
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6.9.12 Social Media Usage for Customer Relations, Pro-activeness, and Better 

Information Accessibility (H7l) 

The H7l sub-hypothesis which says "Pro-activeness mediates the relationship between 

Social Media Usage for Customer Relations and Better Information Accessibility" was 

tested and gave the result that Pro-activeness does not mediate at all the relationship 

between Social Media Usage for Customer Relations and Better Information 

Accessibility. This result is generated from the interaction between: 

1) Social Media Usage for Customer Relations and Better Information Accessibility 

(direct effect) which is significant where β = 0.277, t-statistics = 3.219 (0.001), refers 

to Table 5.32. 

2) Social Media Usage for Customer Relations and Pro-activeness (mediator) which is 

not significant where β = 0.091, t-statistics = 1.076 (0.283), refers to Table 5.31. 

3) Pro-activeness and Better Information Accessibility (indirect effect) which is 

significant where β = 0.163, t-statistics = 2.554 (0.011), refers to Table 5.34. 

 

Therefore, the result that can be interpreted from testing the sub-hypothesis H7l is the 

direct relationship/effect between Social Media Usage for Customer Relations and 

Better Information Accessibility, which is significant. The discussion of this result has 

been performed on the sub-hypothesis H3e. 
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6.9.13 Social Media Usage for Information Accessibility, Innovativeness, and Better 

Customer Relations (H7m) 

Testing of H7m sub-hypothesis which states that "Innovativeness mediates the 

relationship between Social Media Usage for Information Accessibility and Better 

Customer Relations", gave the result that Innovativeness does not mediate at all the 

relationship between Social Media Usage for Information Accessibility and Better 

Customer Relations. This result is produced from the interaction between: 

1) Social Media Usage for Information Accessibility and Better Customer Relations 

(direct effect) which is not significant where β = 0.029, t-statistics = 0.368 (0.713), 

refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Innovativeness (mediator) 

which is not significant where β = -0.010, t-statistics = 0.122 (0.903), refers to Table 

5.31. 

3) Innovativeness and Better Customer Relations (indirect effect) which is not 

significant where β = 0.018, t-statistics = 0.284 (0.777), refers to Table 5.34. 

 

Thus, the result that can be interpreted from testing the H7m sub-hypothesis is the direct 

relationship/effect between Social Media Usage for Information Accessibility and Better 

Customer Relations, which is insignificant. The discussion of this result has been done 

on the sub-hypothesis H3c. 
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6.9.14 Social Media Usage for Information Accessibility, Innovativeness, and Better 

Information Accessibility (H7n) 

The H7n sub-hypothesis which says "Innovativeness mediates the relationship between 

Social Media Usage for Information Accessibility and Better Information Accessibility" 

was tested and gave the result that Innovativeness does not mediate at all the 

relationship between Social Media Usage for Information Accessibility and Better 

Information Accessibility. This result is produced from the interaction between: 

1) Social Media Usage for Information Accessibility and Better Information 

Accessibility (direct effect) which is significant where β = 0.318, t-statistics = 4.576 

(0.000), refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Innovativeness (mediator) 

which is not significant where β = -0.010, t-statistics = 0.122 (0.903), refers to Table 

5.31. 

3) Innovativeness and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.018, t-statistics = 0.284 (0.777), refers to Table 5.34. 

 

Hence, the result that can be interpreted from testing the H7n sub-hypothesis is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Better Information Accessibility, which is significant. The discussion of this result has 

been performed on the sub-hypothesis H3f. 
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6.9.15 Social Media Usage for Information Accessibility, Risk-taking, and Better 

Customer Relations (H7o) 

The H7o sub-hypothesis test, which states that "Risk-taking mediates the relationship 

between Social Media Usage for Information Accessibility and Better Customer 

Relations," provides the result that Risk-taking does not mediate at all the relationship 

between Social Media Usage for Information Accessibility and Better Customer 

Relations. This result is generated from the interaction between: 

1) Social Media Usage for Information Accessibility and Better Customer Relations 

(direct effect) which is not significant where β = 0.029, t-statistics = 0.368 (0.713), 

refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Risk-taking (mediator) which 

is not significant where β = 0.088, t-statistics = 0.978 (0.329), refers to Table 5.31. 

3) Risk-taking and Better Customer Relations (indirect effect) which is not significant 

where β = 0.055, t-statistics = 0.740 (0.460) refers to Table 5.34. 

 

Therefore, the result that can be interpreted from testing the sub-hypothesis H7o is the 

direct relationship/effect between Social Media Usage for Information Accessibility and 

Better Customer Relations, which is insignificant. The discussion of this result has been 

carried out on the sub-hypothesis H3c. 
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6.9.16 Social Media Usage for Information Accessibility, Risk-taking, and Better 

Information Accessibility (H7p) 

The H7p sub-hypothesis which says "Risk-taking mediates the relationship between 

Social Media Usage for Information Accessibility and Better Information Accessibility" 

was tested and gave the result that Risk-taking does not mediate at all the relationship 

between Social Media Usage for Information Accessibility and Better Information 

Accessibility. This result is obtained from the interaction between: 

1) Social Media Usage for Information Accessibility and Better Information 

Accessibility (direct effect) which is significant where β = 0.318, t-statistics = 4.576 

(0.000), refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Risk-taking (mediator) which 

is not significant where β = 0.088, t-statistics = 0.978 (0.329), refers to Table 5.31. 

3) Risk-taking and Better Information Accessibility (indirect effect) which is not 

significant where β = 0.074, t-statistics = 1.015 (0.311), refers to Table 5.34. 

 

Thus, the result that can be interpreted from testing the H7p sub-hypothesis is the direct 

relationship/effect between Social Media Usage for Information Accessibility and Better 

Information Accessibility, which is significant. The discussion of this result has been 

done on the sub-hypothesis H3f. 
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6.9.17 Social Media Usage for Information Accessibility, Pro-activeness, and Better 

Customer Relations (H7q) 

The H7q sub-hypothesis which states that "Pro-activeness mediates the relationship 

between Social Media Usage for Information Accessibility and Better Customer 

Relations" was tested and gave the result that Pro-activeness fully mediates the 

relationship between Social Media Usage for Information Accessibility and Better 

Customer Relations. This result is produced from the interaction between: 

1) Social Media Usage for Information Accessibility and Better Customer Relations 

(direct effect) which is not significant where β = 0.029, t-statistics = 0.368 (0.713), 

refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Pro-activeness (mediator) 

which is significant where β = 0.228, t-statistics = 2.339 (0.020), refers to Table 5.31. 

3) Pro-activeness and Better Customer Relations (indirect effect) which is significant 

where β = 0.128, t-statistics = 1.809 (0.071), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.029 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop proactive attitudes and behaviors of SME owners/managers in 

seeking opportunities to increase information accessibility so as to improve the good 

relationship between the company and customers (by 0.029 units). 

 

This finding is relevant to studies conducted by a number of previous researchers such 

as Ahearne, Jelinek, and Rapp (2005) who reported that social media and Customer 
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Relationship Management (CRM) technology was able to increase the capability of 

professional salesman to communicate clearly with customers and build new businesses. 

According to Woodcock, Green, and Starkey (2011), by gathering information through 

customer interactions and processing information through social media and CRM 

applications, companies can help adjust their product offerings to suit their customers' 

tastes and allow customers to engage in them. Bang (2005) argued that organizations 

that are more customer-oriented will be able to design business processes that are more 

focused on increasing employee understanding of customers. For that, companies must 

capture the most relevant and valuable information from social media and integrate the 

communication results they get into the company's CRM workflow (Rodriguez, 

Peterson & Krishnan, 2012). To obtain maximum results, companies need to 

demonstrate a continuous and proactive disposition to identify and meet customer 

demands (Han, Kim & Srivastava, 1998). 

 

The interviews with a number of SME owners/managers in the field revealed that the 

use of the Internet and social media such as Facebook, Instagram, or Youtube, gives an 

opportunity for consumers to see how companies make products so that the information 

conveyed can be more convincing to consumers. Demands and desires of consumers can 

also be obtained easily and quickly. For them, social media is used with the aim of being 

more oriented towards how companies provide services to consumers or customers. 
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6.9.18 Social Media Usage for Information Accessibility, Pro-activeness, and Better 

Information Accessibility (H7r) 

Testing of the H7g sub-hypothesis which says "Pro-activeness mediates the relationship 

between Social Media Usage for Information Accessibility and Better Information 

Accessibility", provides the result that Pro-activeness has a complementary partial 

mediation on the relationship between Social Media Usage for Information Accessibility 

and Better Information Accessibility. This result is obtained from the interaction 

between: 

1) Social Media Usage for Information Accessibility and Better Information 

Accessibility (direct effect) which is significant where β = 0.318, t-statistics = 4.576 

(0.000), refers to Table 5.32. 

2) Social Media Usage for Information Accessibility and Pro-activeness (mediator) 

which is significant where β = 0.228, t-statistics = 2.339 (0.020), refers to Table 5.31. 

3) Pro-activeness and Better Information Accessibility (indirect effect) which is 

significant where β = 0.163 t-statistics = 2.554 (0.011), refers to Table 5.34. 

 

The magnitude of the mediation effect (indirect effect) is β = 0.037 (Table 5.37, Original 

Sample column), which means that the use of social media is able to stimulate, inspire, 

motivate and develop proactive attitudes and behaviors of SME owners/managers in 

seeking opportunities to increase information accessibility so as to facilitate and speed 

up access to information from and to customers (by 0.037 units). 
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This finding is consistent with previous studies, for instance, Shuai and Wu (2011); 

Stone et al. (2007); Apigian et al. (2005) who found a positive relationship between 

technology use and organizational performance. Camarero and San José (2011) also 

revealed that the use of Facebook has a positive impact on an organization's non-

financial performance. Facebook provides many ways for consumers to interact, 

express, share information, and create content about an organization's products and 

services. Furthermore, Muntinga et al. (2011) emphasized that company brand profiles 

displayed on Facebook should be managed to increase customer interest while 

encouraging them to create content and share information with others. 

 

In the realm of SMEs, a number of studies have investigated the benefit of social media 

use for SME (particularly Facebook). For example, Wong (2012) found that the use of 

Facebook had a positive impact on SME businesses. Meske and Stieglitz (2013) also 

revealed that SMEs use social media technologies such as Facebook as a way to 

communicate with their customers and support internal communication and 

collaboration. According to Derham et al. (2011), companies that invest in social media 

will have the right concept and strategy because it will help companies hook their target 

customers effectively, and businesses can share the content of products and services 

delivered almost instantly.  

 

Even so, Zeiller and Schauer (2011) warned that SMEs will use social media if this 

application provides sufficient content in the form of relevant and high-quality 

information. Likewise, Dixon et al. (2002) argued that SMEs will reject to adopt IT if 
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the initial set-up costs are high. Alam (2009) proved that adoption costs have a 

significant effect on internet adoption among SMEs in Malaysia. The information trust 

factor can be a consideration for SMEs in using social media, which refers to user 

beliefs about the reliability, credibility, and accuracy of information obtained from 

social media (Chai et al., 2011). The existence of a number of considerations from the 

owner/manager of SMEs may be one of the reasons why pro-activeness has a 

complementary partial mediation on the relationship between the use of social media 

and efforts to increase access to information from and to its customers. 

 

6.10 CONTROL VARIABLES  

By using a bootstrapping procedure facilitated by SmartPLS, this study also conducts 

testing to investigate the effect of control variables (the age and size of SMEs) on 

financial and non-financial performance which is influenced by social media use and 

mediated (or not) by the EO dimension owned by the owner/manager of the SMEs. The 

following sections explain this. 

 

6.10.1 Control variables of Company's Age and Size on Financial Performance 

Table 5.39 presents the bootstrapping results for testing the control variables of SME's 

age and size on Financial Performance which are derived into two variables, namely, 

Cost Reduction and Sales Increase. The test results show that the age of SMEs is found 

to be significant on Sales Increase by β = -0.087, t-statistics = 1.810 (0.071), while the 

Cost Reduction is not significant, because t-statistics = 0.664 (0.507). Meanwhile, the 

size of SMEs was found to be insignificant both on Cost Reduction with t-statistics = 
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0.844 (0.399) and Sales Increase with t-statistics = 0.402 (0.688). This means that there 

are differences between young and old SMEs in responding to the use of social media 

(both for the purpose of supporting marketing programs, improving customer 

relationships, and increasing information accessibility) to increase sales volume, which 

is mediated by EO dimension (innovativeness, risk-taking, and pro-activeness) owned 

by the SME owner/manager. 

 

The magnitude of the difference is β = -0.087 (marked negative), indicating that on 

average young SMEs (coded 1) are more dominant than older SMEs (coded 2) in taking 

a stand. Thus, it can be said that younger SMEs are more enthusiastic in accepting the 

presence of social media which is used to support marketing programs, improve 

customer relationships, and enhance information accessibility. After using social media, 

younger SMEs are also more creative and innovative, more willing to take risks, and 

more proactive in looking for opportunities. Finally, younger SMEs have a better chance 

or probability of increasing the sales volume of their products rather than older SMEs, 

even though only 0.087 units. 

 

From the results of interviews with a number of SME owners/managers, it shows that 

SMEs that are not yet 10 years old in using social media are more aggressive and 

dynamic in using a number of social media applications such as Facebook, Instagram, or 

Youtube. For example, several furniture SMEs acknowledged easier to get orders from 

buyers after using social media to promote their products even though their company 

has just owned social media no more than 5 years. On the other hand, a number of 
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SMEs that have been established decades ago, such as batik SMEs, metal-cast SMEs, 

maybe just 2-5 years of engaging social media to support their business, find it difficult 

to find new buyers. This is reasonable because older SMEs are generally late in 

anticipating the presence of social media since they already have regular customers, so 

the use of social media is considered less effective in attracting buyers. On the contrary, 

relatively young SMEs immediately take a position in the market by promoting their 

products using social media and aggressively attracting buyers through the facilities 

provided by social media. 

 

6.10.2 Control variables of Company's Age and Size on Non-Financial 

Performance 

Table 5.40 presents the bootstrapping results for testing the control variables of SME's 

age and size on Non-Financial Performance which are broken down into two variables, 

namely Better Customer Relations and Better Information Accessibility. The test results 

show that the size of SMEs was found to be significant both for Better Customer 

Relations, where β = -0.085, t-statistics = 1.759 (0.079), as well as the Better 

Information Accessibility, where β = -0.102, t-statistics = 2.044 (0.041). Whereas the 

age of SMEs was found to be insignificant both for Better Customer Relations, where t-

statistics = 0.258 (0.796) and for Better Information Accessibility, where t-statistics = 

0.504 (0.615). This shows that there are differences between small-scale SMEs and 

medium-scale SMEs in addressing the use of social media (both for the purpose of 

supporting marketing programs, improving customer relationships, and increasing 

information accessibility) to improve customer relationships and improve information 
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accessibility, which mediated by the EO dimension (innovativeness, risk-taking, and 

pro-activeness) owned by the SME owner/manager. 

 

The magnitude of the respective differences is β = -0.085 and β = -0.102 (both marked 

negative), indicating that on average small-scale SMEs (coded 1) are more dominant 

than medium-scale SMEs (coded 2) in taking a stance. It can be said that small-scale 

SMEs are more enthusiastic and optimistic in accepting the presence of social media 

which is used to support marketing programs, improve customer relationships, and 

enhance information accessibility. After using social media, small-scale SMEs are also 

more creative and innovative, more willing to take risks, and more proactive in looking 

for opportunities. Thus, small-scale SMEs have a better chance of improving customer 

relationships and information accessibility rather than medium-scale SMEs, although 

only 0.085 and 0.102 units respectively. 

 

The results of interviews with a number of SME owners/managers in the field provide 

information that small-scale SMEs are more aggressive and dynamic in using the 

facilities provided by social media than medium-scale SMEs. For example, the sarong 

goyor SMEs, or guitar SMEs, whose permanent employees are less than 10 workers, 

dare to export their products to the international market. Meanwhile, medium-scale 

SMEs such as batik SMEs and furniture SMEs prefer to use their product promotions 

through exhibitions held both at home and abroad. 
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Another example, some SMEs which make handmade leather bags and shoes revealed 

that in order to maintain good relations with customers, they are willing to go to the 

customer's place to match the size of shoes as his/her feet. Dry food and cheese SMEs 

are ready to deliver orders to the customer's location using the Cash on Delivery (COD) 

service, that is customers may see and try the product samples first, if it is matched then 

customers can pay the item. 

 

For information accessibility, a number of interviewed SME owners/managers stated 

that they were quite active as members (subscribers) of groups on social media such as 

Facebook, Instagram, or Youtube, and shared information through the groups they 

participated in. For instance, some furniture SMEs have succeeded to make furniture 

products from coconut trees (not teak or mahogany) after joining a social media group 

located in Canada and get information on how to make pine tables, chairs, cupboards, 

and household furniture. On the other hand, medium-scale SMEs, such as batik SMEs, 

copper SMEs, or herbal SMEs, are relatively less aggressive in sharing information 

about their products with prospective buyers or customers because the products they 

make are relatively monotonous or only produce based on orders, so access to 

information from and to customers is precisely less intensive and dynamic. 

 

6.11 CHAPTER SUMMARY 

Chapter Six specifically explains all the findings from the data analysis obtained in 

Chapter Five which is followed by a discussion of each finding and supported with 
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relevant literature. There are seven hypotheses proposed referring to the objectives of 

this study, where each hypothesis has sub-hypotheses. The findings obtained are: 

1) Hypothesis 1 (H1) has six sub-hypotheses, namely H1a-H1f. Three of the six sub-

hypotheses were found to be significant, namely H1b, H1e, and H1f, while the other 

three sub-hypotheses were not significant. 

2) Hypothesis 2 (H2) has nine sub-hypotheses, namely H2a-H2i. Five of the nine sub-

hypotheses were found to be significant, namely H2a, H2b, H2e, H2g, and H2i, while 

the other four sub-hypotheses were not significant. 

3) Hypothesis 3 (H3) has six sub-hypotheses, namely H3a-H3f. Three of the six sub-

hypotheses were found to be significant, namely H3b, H3e, and H3f, while the other 

three sub-hypotheses were not significant. 

4) Hypothesis 4 (H4) has six sub-hypotheses, namely H4a-H4f. Three of the six sub-

hypotheses were found to be significant, namely H4c, H4d, and H4e, while the other 

three sub-hypotheses were not significant. 

5) Hypothesis 5 (H5) has six sub-hypotheses, namely H5a-H5f. Three of the six sub-

hypotheses were found to be significant, namely H5a, H5c, and H5f, while the other 

three sub-hypotheses were not significant. 

6) Hypothesis 6 (H6) has eighteen sub-hypotheses, namely H6a-H6r. Three sub-

hypotheses were found to be significant in which EO has a full mediation namely 

H6b, H6e, and H6q; one significant sub-hypothesis in which EO has a 

complementary partial mediation namely H6h; and one significant sub-hypothesis in 

which EO has a competitive partial mediation, namely H6j. Whereas thirteen other 
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sub-hypotheses were found that EO did not mediate at all the relationship between 

exogenous constructs and endogenous constructs. 

7) Hypothesis 7 (H7) has eighteen sub-hypotheses, namely H7a-H7r. Four sub-

hypotheses were found to be significant in which EO has a full mediation namely 

H7a, H7e, H7f, and H7q; and two significant sub-hypotheses in which EO has a 

complementary partial mediation namely H7g and H7r. Whereas twelve other sub-

hypotheses were found that EO did not mediate at all the relationship between the 

exogenous construct and the endogenous construct. 

8) The control variable of SME age was found to be significant on Sales Increase, but 

not significant on Cost Reduction. Meanwhile, the control variable of SME size was 

found to be insignificant both on Cost Reduction and Sales Increase. The control 

variable of SME size was found to be significant both on Better Customer Relations 

and Better Information Accessibility. Meanwhile, the control variable of SME age 

was found insignificant for both Better Customer Relations and Better Information 

Accessibility. 

 

The findings and discussion in this chapter serve as a reference for the final chapter of 

this study which consists of the conclusions, the theoretical, methodological, and 

practical contributions, the limitations of research, and recommendations for future 

research. 

 

*** 
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Chapter Seven 

CONCLUSIONS AND RECOMMENDATIONS 

 

7.1 INTRODUCTION 

Chapter Seven is the final chapter of this study which explains the conclusions that can 

be drawn from the discussion results on the findings of the quantitative data analysis 

conducted in the previous chapters. From the conclusions obtained, the contribution of 

this study both theoretically, methodologically, and practically is conveyed, followed by 

the recommendations that can be given to relevant parties, namely SME 

owners/managers and policymakers both at the regional and central levels. Next, the 

limitations of this study and the proposed recommendations for future research are also 

presented. This section ends with a chapter summary. 

 

7.2 CONCLUSION REGARDING THE RESEARCH QUESTIONS  

The following section describes the conclusions on the findings of quantitative data 

analysis, which aims to answer the research questions posed in this study. There are four 

research questions that are posed as contained in Chapter One, Section 1.4, namely: 

1) Is there a positive relationship between social media usage (for marketing, for 

customer relations and for information accessibility) and the financial 

performance (cost reduction and sales increase) in manufacturing SMEs in 

Indonesia? – RQ1 

2) Is there a positive relationship between social media usage (for marketing, for 

customer relations, and for information accessibility) on the non-financial 
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performance (better customer relations and better information accessibility) in 

manufacturing SMEs in Indonesia? – RQ2 

3) Does entrepreneurial orientation (innovativeness, risk-taking, and pro-

activeness) mediate the relationship between social media usage (for marketing, 

for customer relations and for information accessibility) and financial 

performance (cost reduction and sales increase) in manufacturing SMEs in 

Indonesia? – RQ3 

4) Does entrepreneurial orientation (innovativeness, risk-taking, and pro-

activeness) mediate the relationship between social media usage (for marketing, 

for customer relations and for information accessibility) and non-financial 

performance (better customer relations and better information accessibility) in 

manufacturing SMEs in Indonesia? – RQ4 

 

To answer RQ1, hypothesis 1 (H1) and sub-hypotheses H1a-H1f present answers 

supported by interviews with a number of SME owners/managers at the survey location. 

In summary, it can be stated that there is a significant positive relationship between the 

use of social media and the financial performance of SMEs. While in detail, it can be 

stated that the use of social media for the purpose of improving customer relations has a 

significant positive effect both on SMEs' efforts to reduce operating costs (H1b) and to 

increase the sales volume of SME products (H1e). Social media that is used by SMEs 

for the purpose of increasing access to information also has a significant positive effect 

on increasing the sales volume of SME products (H1f). 
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For a number of manufacturing SME owners/managers in the sample area, the use of 

social media has made a very positive contribution to their business development. With 

social media, companies can open business opportunities and start by displaying their 

products, providing explanations for them, and exposing the uniqueness or advantages 

of their products so that they can be recognized, attracted, and then bought by buyers 

(brand awareness).  

 

According to them, because of the ease of accessing social media, companies can find 

out what the market for their products is, what products are trending or booming, what 

new products are emerging in the market, how many competitors have their products, 

how big is the market niche and market share that can be entered. From the information 

obtained, companies can better prepare and manage their material, financial, human, and 

technological resources before entering the market. So, by using social media, 

companies can save operational costs, be very effective in acquiring buyers, be better 

able to expand their market share, and make it easier for potential buyers to access and 

get company contacts. 

 

To answer RQ2, hypothesis 3 (H3) and sub-hypothesis H3a-H3f provide answers which 

are supported by the results of interviews with a number of SME owners/managers at 

the survey location. In summary, it can be stated that there is a significant positive 

relationship between social media use and SME non-financial performance. Whereas in 

detail, it can be stated that the use of social media for the purpose of improving 

relationships with customers has a significant positive effect both on SMEs' efforts to 
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improve relationships with customers (H3b) and to increase the accessibility of 

information to and from customers (H3e). Social media used by SMEs for the purpose 

of increasing access to information also has a significant positive effect on increasing 

information accessibility (H3f). 

 

The results of interviews with a number of SME owners/managers revealed that by 

using social media, companies can communicate in two directions with consumers in 

real-time, so that information about products can be conveyed more quickly, more easily 

and can reach market segments by type, characteristics, and diverse profession 

consumers, wherever they are and whenever they will communicate. On the other hand, 

consumers can also directly give an assessment of the quality of the product purchased 

and the quality of services provided by the company. So, the more responsive it is in 

responding to buyer complaints, and the better the service and satisfaction the buyer 

gets, the better the company's image and reputation will be in the eyes of consumers. In 

other words, the optimal use of social media will lead to an increase in service quality 

and customer satisfaction.  

 

According to them, through social media, prospective buyers can get better information 

and explanations about the products they are going to buy from the company, on the 

other hand, it is easier for companies to understand what kind of products the 

prospective buyers are looking for and want to buy. For them, social media is capable of 

being a communication bridge between companies and consumers, between companies 

and suppliers, as well as between companies and traders. They also revealed that good 
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and conducive communication between them is able to foster a sense of kinship, 

brotherhood, and friendship, and can develop social life among them. For example, be a 

member of WhatsApp groups, Instagram followers, Youtube subscribers, or discussion 

forums on the internet that discuss product items related to the company's products. 

Thus, through the use of social media, not only will the company's financial 

performance improve and be better, but also business and social relationships with 

customers and company stakeholders will become stronger. 

 

To answer RQ3, hypothesis 2 (H2) along with sub-hypotheses H2a-H2i, and hypothesis 

4 (H4) along with sub-hypotheses H4a-H4f provide the findings for this study. In 

summary, it can be stated that there is a significant positive relationship between the use 

of social media and the financial performance of SMEs which is mediated by 

entrepreneurial orientation (EO).  In detail, it can be concluded that: 

1) Innovativeness is significantly and positively influenced by the use of social 

media for marketing (H2a) and for customer relations (H2b). 

2) Risk-taking is significantly and positively influenced by the use of social media 

for customer relations (H2e). 

3) Pro-activeness is significantly and positively influenced by the use of social 

media for marketing (H2g) and for information accessibility (H2i). 

4) Innovativeness has a significant positive effect on sales increase (H4e). 

5) Risk-taking has a significant positive effect on sales increase (H4f). 

6) Pro-activeness has a significant positive effect on cost reduction (H4c). 
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7) Innovativeness fully mediates the relationship between social media use for 

marketing and sales increase (H6b). 

8) Pro-activeness fully mediates the relationship between social media use for 

marketing and cost reduction (H6e). 

9) Pro-activeness fully mediates the relationship between social media use for 

information accessibility and cost reduction (H6q). 

10) Innovativeness partially mediates complementary on the relationship between 

social media use for customer relations and sales increase (H6h). 

11) Risk-taking partially mediates competitively on the relationship between social 

media use for customer relations and sales increase (H6j) 

 

The findings represented by H6 indicate that the dimensions of EO namely 

Innovativeness, Risk-taking, and Pro-activeness fully or partially have different 

strengths to act as mediating variables on the relationship between social media (used 

for marketing, customer relations, and accessibility of information) and financial 

performance (to reduce costs and increase product sales) of manufacturing SMEs in 

Indonesia. This finding is consistent with the multidimensional concept of EO which 

states that each EO dimension has its own uniqueness or different strengths, so that their 

contribution to the entrepreneurial process may vary, where the effect on organizational 

performance can also vary (Lumpkin & Dess, 1996). In improving performance, it is 

possible that one or more EO dimensions are high value, while other EO dimensions are 

low, but each EO dimension has a conceptual space that can explain the meaning of 

each of its values (Covin et al., 2006; Covin & Miller, 2014; Muchiri & McMurray, 
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2013; Wales et al., 2011). With these findings, SME owners/managers can identify the 

unique contribution of each of the EO dimensions, so that companies can look for the 

best combination of EO dimensions that can improve company performance (Kreiser et 

al., 2002). 

 

In conclusion, the use of social media (for Marketing, for Customer Relations, and for 

Information Accessibility) by manufacturing SMEs in Indonesia has been proven 

significantly both fully and partially to stimulate, inspire, motivate and develop the 

dimensions of EO (Innovativeness, Risk-taking and Pro-activeness) owned by the 

owner/manager of SMEs so as to improve the company's financial performance (Cost 

Reduction and Sales Increase). 

 

To answer RQ4, hypothesis 2 (H2) along with sub-hypotheses H2a-H2i, and hypothesis 

5 (H5) along with sub-hypotheses H5a-H5f provide the findings for this study. In 

summary, it can be stated that there is a significant positive relationship between the use 

of social media and the non-financial performance of SMEs mediated by entrepreneurial 

orientation. In detail, it can be concluded that: 

1) Innovativeness is significantly and positively influenced by the use of social 

media for marketing (H2a) and for customer relations (H2b). 

2) Risk-taking is significantly and positively influenced by the use of social media 

for customer relations (H2e). 

3) Pro-activeness is significantly and positively influenced by the use of social 

media for marketing (H2g) and for information accessibility (H2i). 
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4) Innovativeness has a significant positive effect on customer relations (H5a). 

5) Pro-activeness has a significant positive effect on customer relations (H5c) as 

well as information accessibility (H5f). 

6) Innovativeness fully mediates the relationship between social media use for 

marketing and better customer relations (H7a). 

7) Pro-activeness fully mediates the relationship between social media use for 

marketing and better customer relations (H7e) as well as better information 

accessibility (H7f). 

8) Pro-activeness fully mediates the relationship between social media use for 

information accessibility and better customer relations (H7q). 

9) Innovativeness partially mediates complementary on the relationship between 

social media use for customer relations and better customer relations (H7g). 

10) Pro-activeness partially mediates complementary on the relationship between 

social media use for information accessibility and better information 

accessibility (H7r). 

 

Similar to H6, the findings represented by H7 reveal that the dimensions of EO namely 

Innovativeness, Risk-taking, and Pro-activeness fully or partially have uniqueness and 

unequal power to act as a mediating variable on the relationship between social media 

(used for marketing, customer relations, and information accessibility) and non-financial 

performance (both to improve customer relations and better information accessibility) 

manufacturing SMEs in Indonesia. This finding supports the multidimensional concept 

initiated by Lumpkin and Dess (1996) that each EO dimension has independence in 
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influencing organizational/company performance, so that one EO dimension may have 

dominance over other EO dimensions in impacting other variables. 

 

Therefore, it can be concluded that the use of social media (for Marketing, for Customer 

Relations, and for Information Accessibility) by manufacturing SMEs in Indonesia has 

been proven significantly both fully and partially to play a role in stimulating, inspiring, 

motivating, and developing the dimensions of EO (Innovativeness, Risk-taking, and 

Pro-activeness) owned by SME owners/managers so as to improve the non-financial 

performance (Better Customer Relations and Better Information Accessibility) of the 

company. 

 

7.3 CONTRIBUTIONS OF THE STUDY 

The findings obtained in this study are expected to provide important and positive 

contributions theoretically, methodologically, and practically, especially with regard to 

the topic of this study, namely the role of social media use in improving the financial 

and non-financial performance of manufacturing SMEs in Indonesia, which is mediated 

by Entrepreneurial Orientation. 

 

7.3.1 Theoretical Contributions 

Theoretically, the findings of this study are expected to contribute to the development of 

entrepreneurship theory, especially entrepreneurial orientation (EO). There are several 

basic thoughts, concepts, or terminology that can be verified by the findings obtained in 

this study so that they have a contribution to entrepreneurial theory. First, referring to 
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the third (RQ3) and fourth (RQ4) research questions, the EO dimension is treated as a 

mediating (or intervening) variable, with the aim of investigating whether the EO 

dimension has a mediating effect on the relationship between social media use and SME 

financial and non-financial performance. The basis for this placement follows the 

suggestion of Xian-feng, et al. (2015) which states that EO should be treated as an 

intermediate variable between the independent variable and the dependent variable. 

Second, the failure of Xian-feng, et al. (2015) and Korry, et al. (2013) in examining the 

mediating effect of the EO dimension on the independent and dependent variables in 

their study, has motivated the researcher to investigate the causes of failure of the 

hypotheses they propose and analyze. Third, research conducted by Parveen, et al. 

(2016) did not test the mediating effect of the EO dimension on the relationship between 

social media use and organizational performance, while their results found a relationship 

between social media use and EO, and a relationship between social media use and 

organizational performance. This reason also triggers the researcher to treat EO as a 

mediating variable on the relationship between social media use and improvement in the 

financial and non-financial performance of SMEs. 

 

Using a multidimensional approach (Lumpkin & Dess, 1996; Rauch et al., 2009), the 

findings in this study reveal that the EO dimension independently mediates the 

relationship between social media use and SME financial performance, both fully and 

partially (complementary and competitive), which represented by hypothesis 6 (H6). 

Likewise, the EO dimension independently mediates the relationship between the use of 

social media and the non-financial performance of SMEs, both fully and partially 



374 

 

(complementary), which is represented by hypothesis 7 (H7). However, it cannot be 

denied that after testing the interaction of each EO dimension on the relationship 

between each independent variable and each dependent variable, not all EO dimensions 

mediate the relationship between the two variables. A number of interactions between 

the three constructs, the EO dimension, were found not to mediate at all the relationship 

between social media use and SME performance. 

 

In terms of research novelty, the findings in this study have: 1) answered the statement 

made by Shahizan, et al. (2012) that there are still not many studies that discuss the 

relationship between social media use and organizational/company performance in a 

comprehensive manner, namely financial and non-financial performance; 2) contributed 

to the absence of research related to how the EO dimension is treated as an intermediary 

variable, as suggested by Xian-feng et al. (2015). Specifically, to investigate EO 

dimensions' role in the relationship between the independent variable and the dependent 

variable which is analyzed using a multidimensional approach (Lumpkin & Dess, 1996; 

Rauch et al., 2009), that is by interacting each dimension on the independent variable, 

the mediator variable, and the dependent variable, independently; 3) proved that the EO 

dimension can be applied not only to large companies as is commonly found in the 

previous literature but also to SME-scale companies, especially with respect to the EO 

dimension which is treated as a mediating variable. 

 

The findings of this study significantly expand previous knowledge and make important 

contributions to the literature and theory development of entrepreneurship, SMEs, 
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information systems and technology, and any knowledge related to 

organizational/company performance. For the researcher, this is the first empirical study 

about the problem in manufacturing SMEs in Indonesia which is conducted 

independently and aims to investigate the mediating effect of the EO dimensions owned 

by SME owners/managers on the relationship between social media used by SMEs and 

performance of SMEs both financial and non-financial. 

 

7.3.2 Methodological Contributions 

Methodologically, the findings of this study are expected to fill gaps in methodology, 

where most of the previous studies that discussed the effect of EO on organizational 

performance found inconsistent results (Aloulou & Fayolle, 2005; Elliot & Boshoff, 

2005; Frishammer & Anderson, 2009; Mahmood & Hanafi, 2013; Rauch et al., 2009; 

Zainol & Daud, 2011). Meanwhile, in the SME scope, studies that discuss similar topics 

found debatable results (Hughes & Morgan, 2007; Kusumawardhani et al., 2009; Li et 

al., 2009; Wilkund & Shepherd, 2003; Lee et al., 2001). The inconclusive findings refer 

to the unidimensional and multidimensional terminology of EO, which could be due to 

differences in the methodology used, the proposed research design, or the selection of 

samples set by the researcher. However, it could also be due to the EO dimension used, 

which may not be suitable in a developing country context (Miller, 1983; Lumpkin & 

Dess, 1996; Rauch et al., 2009). Therefore, this phenomenon has motivated the 

researcher to investigate and reveal what factors cause it. 
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This study uses a quantitative approach, so it is not methodologically different from a 

number of previous studies. The difference is, even though the sampling method refers 

to the study of Parveen et al. (2016), however, the sample used in this study is 

technically different, namely manufacturing SMEs with various types of business 

(multi-business), not organizations in the general sense. On the other hand, although the 

stages of the data collection method used in this study refer to the study of 

Kusumawardhani (2013), particularly in the survey data collection instruments and 

determination as well as the measurement of variables, yet the analytical tools used are 

different. In this study, data analysis used the Structural Equation Modelling - Partial 

Least Square method (Ramayah et al., 2018), which was supported by SmartPLS 3.2.7 

software, 2018 edition. Thus, the findings generated in this study were also analyzed 

using the latest data analysis methodology.  

 

7.3.3 Practical Contributions 

Practically, the findings of this study are expected to contribute to the business world, 

especially for SME owners/managers in Indonesia. Through the findings of this study, it 

is hoped that it can add insight and knowledge about business opportunities that are 

wide open for SME owners/managers in utilizing digital technology through the use of 

social media. Supported by entrepreneurial assets embedded in their mindset, in 

attitudes, and in entrepreneurial behavior of SME owners/managers such as creative, 

innovative, proactive, and dare to take risks, in turn, it can improve company 

performance.  
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For the central government and local governments, the findings of this study can be an 

important source of literature in making policies and programs related to the 

development of SMEs in Indonesia. Specifically, helping in fostering entrepreneurial 

enthusiasm and orientation for SME owners/managers to become creative and 

innovative entrepreneurs, willing to take the risk as stated by Sijabat (2011) as the 

weaknesses of SMEs, and to be more pro-active in looking for business opportunities. 

 

For academics, the findings of this study are expected to add a source of literature for 

students who are interested in exploring the fields of entrepreneurship, social media, and 

company performance, in particular how the EO dimension contributes (in the form of a 

mediating effect) to the relationship between social media use and improving the 

performance of SMEs in Indonesia. 

 

7.4 RECOMMENDATIONS  

The findings obtained in this study can serve as a basis for providing recommendations 

to related parties, especially to owners/managers of manufacturing SMEs in Indonesia 

and policymakers who have the competence and responsibility for SME development in 

Indonesia. 

 

7.4.1 Recommendations for SMEs 

In the context of SMEs in Indonesia, there are not many studies that reveal the role or 

impact of the use of social media in order to improve company performance, more 

specifically involving the EO dimension of the owner/manager of SMEs. The findings 
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obtained in this study prove that the development of information technology, especially 

social media used by a number of SMEs in Subosukawonosraten, has been able to 

improve company performance both financially and non-financially. Furthermore, the 

use of social media is also able to stimulate, inspire, motivate, and develop EO 

dimensions owned by SME owners/managers in order to improve SME performance. 

However, not all SMEs involved in this study have the same business conditions, 

depending on the resources they have, business scale, company age, type of business, 

education, and experience of SME owners/managers, and the external environment that 

can affect their business. For this reason, in order to help solve problems related to 

SMEs and to share experiences among SMEs, this study provides recommendations to 

SME owners/managers in Indonesia as follows: 

1)  The findings of this study reveal that the three dimensions of EO namely 

Innovativeness, Risk-taking and Pro-activeness have been shown to significantly 

mediate the relationship between the use of social media and the improvement of 

the financial and non-financial performance of SMEs, both fully and partially. 

Therefore, SME owners/managers need to ensure that their companies are 

creative and innovative, have the courage to take risks, and are pro-active in 

seeking business opportunities. For SMEs that have carried out these three 

dimensions of EO to support their business, they need to continuously maintain 

their business activities so that their performance can increase. For SMEs that 

have not implemented it, it is necessary to seriously consider the EO dimension 

owned by the SME owner/manager that the use of social media can stimulate, 
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inspire, motivate and develop their EO dimensions, so that company 

performance can increase. 

2)   Complaints about the limited creativity and innovation of SMEs that produce 

customized products should be eliminated. The reason is due to either SMEs as 

manufacturers of customized products or mass products always need ideas, 

inspiration, creativity, and innovation in making business activities, whether by 

changing fundamentally (radical innovations) such as creating new products, 

new production methods, or new processes, or new strategies, or simply by 

modifying old ones (incremental innovation). For manufacturing SMEs, the 

ultimate goal is how the products they make can be of better design, motif, or 

model, more variety, and better quality, so as to attract consumers to buy them. 

3)  The informal marketing strategies carried out by a number of SMEs in the form of 

product promotion through word-of-mouth, door to door (personal selling), or 

through exhibitions, which are considered more effective than social media, can 

continue to be used. However, the types and characteristics of today's consumers 

that cannot be separated from social media (millennial generation) need to be a 

concern for SME owners/managers to take advantage of the presence of social 

media as additional ammunition, so that the market segment will increase and the 

market share will become wider. Discussions related to products between 

companies and consumers can be continued and brought closer through forums 

on social media, such as WhatsApp groups, Instagram followers, joining 

members on Facebook, or subscribing on Youtube, so that the promotion of the 

company's products is even greater. 
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4)   Weak competitiveness, lack of pro-activeness, or reluctance to react to actions 

taken by competitors with respect to their products in the market must be 

reduced or eliminated by the owners/managers of manufacturing SMEs. The 

cause of this is simply the absence of awareness and understanding of the great 

benefits of social media for companies. These two things must be entered into 

the minds of SME owners/managers. In addition to companies being able to 

increase creativity and innovation in making products, social media can also 

raise the company's confidence to produce goods with different raw materials, 

which are more varied and more attractive to potential buyers compared to other 

companies. Thus, companies can have higher strength, aggressiveness, and pro-

activeness in running a business (social media as a competitive weapon). 

5)   Doubts in taking high business risks because the results are not effective or not 

commensurate with the risks they take, and there is a concern that the products 

being sold are not selling well, must be abandoned by the owner/manager of the 

SME. The reason is that the current rapidly changing environment and 

technology (including the use of social media) have made business actors have 

no other choice but to be willing and brave to take business risks, with the hope 

that their performance will increase, and their business will be successful. By 

using social media, companies can contribute and share information and 

knowledge more easily. The opportunities offered by social media can be a 

strategy that companies can use to increase their branding and presence, even to 

increase the value of their business transactions. 
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7.4.2 Recommendations for Policy Makers 

Operationally, external factors such as the minimal role of government, government 

policies that do not support SMEs, limited infrastructure (road access, electricity supply, 

telecommunication networks), the lack of functioning of the organization or association 

of similar entrepreneurs (association of SMEs, cooperatives, or industrial clusters), can 

contribute to the low creativity and innovation of the company in making products, 

hesitation of owners/managers in taking business risks and less pro-active SMEs in 

seeking business opportunities. For policymakers, this study provides the following 

recommendations: 

1) Complaints of several SME owners/managers who are constrained by internet 

network access or weak internet signals, making them frustrated because 

communication with their clients is not smooth. The consequences that can occur 

are irregular production schedules, late order fulfillment, non-smooth payment of 

company terms to raw material suppliers, or product promotion being less rapid 

than competitors. These facts should be the responsibility of the Central or 

Regional Government, as well as related agencies such as the Department of 

Telecommunication and Information, Department of Transportation, State-

owned Enterprises (BUMN) such as the State Electricity Company, or Internet 

Service Provider as public service companies.  

2) A number of owners/managers of manufacturing SMEs in the sample areas 

stated that they had attended training or courses organized by certain agencies, 

but these activities did not always have follow-up programs, so it seemed not 

serious in their implementation. In this case, the responsibility lies with the 
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Cooperatives and MSMEs Office with regard to the development of SMEs in 

Indonesia. Therefore, programs in the context of SME development must be held 

intensively and extensively, either in the form of training, courses, workshops, 

seminars, or other foster programs that discuss topics related to SME 

development such as the use of the internet and social media, entrepreneurship, 

management, etc. There are also many cooperatives, but they are passive and do 

not carry out their functions in accordance with the statutes of the association, so 

the relevant agencies must collect data and reorganize the functions of these 

cooperatives so that they can be more beneficial for SMEs and the community. 

3) Some owners/managers of other manufacturing SMEs prefer to use exhibitions 

to promote their products, where the cost of participating in exhibitions is not 

cheap, and only SMEs that are well established and have a budget for exhibitions 

can participate. This problem must be a priority scale for the Office of Industry 

and Trade and/or the Chamber of Commerce and Industry to prioritize SMEs 

that are constrained by financial problems to participate in exhibitions or similar 

events. 

4) Educational constraints and limited knowledge possessed by SME 

owners/managers in the fields of business and economy, law, taxation, or the 

government bureaucratic system are the task of academics or universities in 

Indonesia to play an active role in educating SMEs that are plagued by this 

problem, including providing hard skills and soft skills. English is something that 

cannot be negotiated if SMEs intend to market their products abroad. Also 

training on taxation, trade law, and export-import procedures is very important to 
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be given to SME owners/managers so that they do not always depend on third 

parties when there are buyers from abroad who are interested in buying their 

products. 

 

7.5 RESEARCH LIMITATIONS 

It cannot be denied and avoided that the findings in this study, which take the topic of 

the role of the use of social media in order to improve the performance of manufacturing 

SMEs in Indonesia that are mediated by EO, have more or less added to the 

understanding of several important points in the world of entrepreneurship, SMEs and 

company performance. However, there are a number of drawbacks and limitations that 

accompany this study. The following sections explain this. 

 

7.5.1 Sample Limitations 

The sample used in this study is manufacturing SMEs located in the former Surakarta 

residency which consists of 1 city and 6 districts. On a regional scale, the sample area is 

approximately 1/5 of the one province called Central Java (check Figure 4.2), out of a 

total of 34 provinces in Indonesia. With this condition, it is possible that the sample of 

208 manufacturing SMEs used in this study does not represent the condition of all 

SMEs in Indonesia as a population. 

 

7.5.2 Limitations of the Survey Instruments 

The data collection method in this study is through a survey with questionnaires and 

supported by direct interviews with respondents. Data analysis was performed 
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quantitatively using SEM-PLS. Although the questionnaire instrument used in this study 

used references from a number of instruments in previous studies, namely Parveen et al. 

(2016), Miller (1983), Covin and Slevin (1989), Lumpkin and Dess (1996), Murphy et 

al. (1996), Kwok and Yu (2013) and Kusumawardhani (2013), however, maybe not all 

of these instruments are suitable to be applied to SMEs in the sample area. This can be 

caused by a Likert scale measurement from 0 to 100 which may be rarely used in 

previous studies, or the existence of several reverse questions that may not be easily 

understood by respondents, or the translation of questionnaire items that are less precise 

than the original in English then translated into Indonesian. Other causes could be the 

questionnaire items on the use of social media, the EO dimension, and the performance 

of SMEs which the respondents did not understand, were not willing to answer, 

misperceptions, or were irrelevant to the question items posed to respondents. It may 

also be caused by the surveyor who was not careful in capturing the respondent's answer 

or did not fully understand the questionnaire items that must be asked of the respondent, 

even though the researcher had given an intensive briefing before the survey was 

conducted. 

 

7.5.3 Limited Duration of Data Collection 

Data for quantitative analysis were collected from the field of 220 manufacturing SMEs 

by 8 surveyors who helped the researcher for 2 months and 21 days in the form of 

distributing and filling out questionnaires guided by surveyors. Since the design of data 

collection is cross-sectional (not longitudinal) in which data is collected at one point in 

time, hence the development and dynamics that have occurred in SMEs in the sample 
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area, especially how the development of SMEs since they use social media, what the EO 

dimension is attached to the SME owner/managers explored to support their business, 

and how the performance of SMEs during a certain period of time, cannot all be 

recorded by surveyors. 

 

7.6 FUTURE RESEARCH RECOMMENDATIONS  

Based on the findings obtained in this study and the weaknesses and limitations that 

accompany this study, for the future researcher who is interested in studying topics 

related to the use of social media, EO dimensions, or organizational/company 

performance both financial and non-financial, then this study provides the following 

recommendations: 

1) The sample selected in this study is manufacturing SMEs that run their business 

by producing goods such as batik materials and clothes, weavings and sarong 

goyor, wood and furniture, leather bag and shoes, dried bread and cheese, herbal 

medicine industries, guitar makers, copper handicrafts and metal castings, but 

there are still many other manufacturing SMEs that have not been covered in this 

study. Other manufacturing SMEs such as the home industry, food and beverage 

products, convection or garment, creative industries, and others can be 

alternatives to be studied. SMEs engaged in services such as catering or culinary 

services, goods delivery services, courses or training institutions, passenger 

transportation services, and so on. Likewise, trade SMEs and agricultural SMEs 

are other field that can be explored and researched related to this topic. In 

addition, it is also possible to use larger or smaller scale companies as samples 
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such as micro-SMEs, which are more competent to be helped and fostered in 

developing their business.  

2) There are two other EO dimensions that are not included in this study, namely 

Autonomy and Competitive Aggressiveness, making this study unable to 

determine how the role or effect of the two EO dimensions on the relationship 

between social media use and SME performance improvement. This condition 

also fails to show facts on the ground whether a number of sampled SMEs have 

or have not implemented the dimension of autonomy (and/or competitive 

aggressiveness) in their business activities. In this context, almost all owners of 

manufacturing SMEs in this study are also company leaders, where the 

delegation of tasks and authority as well as decision making, is still in their 

power so that the autonomy given to employees is not easily accepted or 

accommodated by the highest autonomy holder, namely SME owners. On this 

basis, it is necessary to re-examine whether the Autonomy (and/or Competitive 

Aggressiveness) dimension can be involved as an EO dimension that can be 

applied in the context of SMEs, where autonomy is mostly still under the power 

or dominance of the SME owner. 

3) With regard to the measurement of SME financial performance instruments that 

use an approach to business growth and/or increase in market share, it may be 

necessary to conduct research that uses a longitudinal data collection design, for 

example, 6 - 12 months the SME runs. This aims to find out whether the use of 

social media effectively affects the growth of SMEs, or whether the EO 

dimension has an effect on increasing the market share of SMEs after using 
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social media for 6-12 months. Longitudinal data collection can help explain the 

findings further and allow investigating the existence and persistence of the 

relationship between the three constructs/variables, namely social media use, EO 

dimensions, and SME performance, over time. 

 

7.7 CHAPTER SUMMARY 

This chapter explains the conclusions that can be drawn from the findings and 

discussion of the previous chapter, followed by the contributions this study can provide, 

recommendations to relevant parties, limitations of research, and research that can be 

carried out in the future. It begins with conclusions drawing related to findings to 

answer the first and second research objectives regarding the impact of social media use 

on the financial and non-financial performance of manufacturing SMEs in Indonesia. 

Followed by conclusions drawing related to findings to answer the third and fourth 

research objectives, with regard to the mediation effect of EO dimensions on the 

relationship between social media use and financial and non-financial performance of 

manufacturing SMEs in Indonesia. Next, it explains the contribution that this study can 

make both theoretically, methodologically, and practically, as well as recommendations 

for SMEs in Indonesia and for policymakers both to the central government, local 

governments, and related agencies. Finally, the limitations of this study are presented, 

both from the sample, survey instruments and data collection time, and 

recommendations for future studies. 

 

 

*** 
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Appendix 1: Confirmatory Factor Analysis for Reliability and Validity test (N=30) 

1. SOCIAL MEDIA for MARKETING (Code: MK)  

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,589 

 Reliability Coefficients        
4 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
18,619 

 Cronbach’s Alpha =  ,7708 

  Df 6  Standardized item alpha =    

  Sig. ,005  ,8060 

 Anti-image Matrices 

    MK1 MK2 MK3 MK4 

Anti-image 
Covariance 

MK1 ,555 -,309 -,103 -,283 

MK2 -,309 ,727 ,037 ,042 

MK3 -,103 ,037 ,925 -,110 

MK4 -,283 ,042 -,110 ,726 

Anti-image 
Correlation 

MK1 ,560(a) -,487 -,143 -,446 

MK2 -,487 ,569(a) ,045 ,058 

MK3 -,143 ,045 ,741(a) -,134 

MK4 -,446 ,058 -,134 ,620(a) 

a  Measures of Sampling Adequacy(MSA) 
 

2. SOCIAL MEDIA for CUSTOMER RELATIONS (Code: CS) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,684 

 Reliability Coefficients        
6 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
145,889 

 Cronbach’s Alpha =  ,7888 

  Df 15  Standardized item alpha =    

  Sig. ,000  ,9249 

 Anti-image Matrices 

    CS1 CS2 CS3 CS4 CS5 CS6 

Anti-image 
Covariance 

CS1 ,218 -,102 -,104 -,078 ,046 ,080 

CS2 -,102 ,153 -,033 ,048 -,006 -,127 

CS3 -,104 -,033 ,260 ,037 -,071 -,050 

CS4 -,078 ,048 ,037 ,159 -,151 -,087 

CS5 ,046 -,006 -,071 -,151 ,211 ,051 

CS6 ,080 -,127 -,050 -,087 ,051 ,217 

Anti-image 
Correlation 

CS1 ,710(a) -,556 -,436 -,419 ,216 ,367 

CS2 -,556 ,689(a) -,163 ,309 -,031 -,696 

CS3 -,436 -,163 ,850(a) ,181 -,304 -,210 

CS4 -,419 ,309 ,181 ,581(a) -,824 -,467 

CS5 ,216 -,031 -,304 -,824 ,591(a) ,236 

CS6 ,367 -,696 -,210 -,467 ,236 ,676(a) 

a  Measures of Sampling Adequacy(MSA) 
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3. SOCIAL MEDIA for INFORMATION ACCESSIBILITY (Code: IF) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,555 

 Reliability Coefficients        
3 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
18,327 

 Cronbach’s Alpha =  ,7656 

  Df 3  Standardized item alpha =    

  Sig. ,003  ,7598 

 
 Anti-image Matrices 

    IF1 IF2 IF3 

Anti-image 
Covariance 

IF1 ,511 -,357 ,163 

IF2 -,357 ,519 -,141 

IF3 ,463 -,241 ,142 

Anti-image 
Correlation 

IF1 ,512(a) -,693 ,235 

IF2 -,693 ,570(a) -,202 

IF3 ,435 -,202 ,518(a) 

a  Measures of Sampling Adequacy(MSA) 
 
 

4. INNOVATIVENESS (Code: IN) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,517 

 Reliability Coefficients        
4 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
15,489 

 Cronbach’s Alpha =  ,7361 

  Df 6  Standardized item alpha =    

  Sig. ,005  ,7639 

 
 Anti-image Matrices 

    IN1 IN2 IN3 IN4 

Anti-image 
Covariance 

IN1 ,668 -,351 ,184 -,209 

IN2 -,351 ,639 -,273 ,096 

IN3 ,184 -,273 ,795 -,240 

IN4 -,209 ,096 -,240 ,864 

Anti-image 
Correlation 

IN1 ,517(a) -,538 ,253 -,275 

IN2 -,538 ,544(a) -,383 ,130 

IN3 ,253 -,383 ,461(a) -,289 

IN4 -,275 ,130 -,289 ,529(a) 

a  Measures of Sampling Adequacy(MSA) 
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5. RISK-TAKING (Code: RI) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,576 

 Reliability Coefficients        
3 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
5,740 

 Cronbach’s Alpha =  ,7072 

  Df 3  Standardized item alpha =    

  Sig. ,003  ,7320 

 
 Anti-image Matrices 

    RI1 RI2 RI3 

Anti-image 
Covariance 

RI1 ,987 ,079 ,096 

RI2 ,079 ,877 ,304 

RI3 ,096 ,304 ,874 

Anti-image 
Correlation 

RI1 ,505(a) ,084 ,103 

RI2 ,084 ,583(a) ,348 

RI3 ,103 ,348 ,584(a) 

a  Measures of Sampling Adequacy(MSA) 
 
 

6. PRO-ACTIVENESS (Code: PR) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,579 

 Reliability Coefficients        
4 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
6,568 

 Cronbach’s Alpha =  ,7170 

  Df 6  Standardized item alpha =    

  Sig. ,003  ,7317 

 
 Anti-image Matrices 

    PR1 PR2 PR3 PR4 

Anti-image 
Covariance 

PR1 ,931 -,006 ,057 ,185 

PR2 -,006 ,988 ,072 ,032 

PR3 ,057 ,072 ,842 -,296 

PR4 ,185 ,032 -,296 ,811 

Anti-image 
Correlation 

PR1 ,646(a) -,006 ,065 ,212 

PR2 -,006 ,689(a) ,079 ,036 

PR3 ,065 ,079 ,570(a) -,359 

PR4 ,212 ,036 -,359 ,556(a) 

a  Measures of Sampling Adequacy(MSA) 
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7. COST REDUCTION (Code: CO) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,645 

 Reliability Coefficients        
3 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
75,759 

 Cronbach’s Alpha =  ,8724 

  Df 3  Standardized item alpha =    

  Sig. ,000  ,9644 

 
 Anti-image Matrices 

    CO1 CO2 CO3 

Anti-image 
Covariance 

CO1 ,247 -,124 ,047 

CO2 -,124 ,120 -,124 

CO3 ,047 -,124 ,239 

Anti-image 
Correlation 

CO1 ,689(a) -,719 ,195 

CO2 -,719 ,587(a) -,731 

CO3 ,195 -,731 ,684(a) 

a  Measures of Sampling Adequacy(MSA) 
 
 

8. SALES INCREASE (Code: SA) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,793 

 Reliability Coefficients        
4 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
100,592 

 Cronbach’s Alpha =  ,8417 

  Df 6  Standardized item alpha =    

  Sig. ,000  ,9592 

 
 Anti-image Matrices 

    SA1 SA2 SA3 SA4 

Anti-image 
Covariance 

SA1 ,347 -,151 -,014 ,019 

SA2 -,151 ,186 -,063 -,049 

SA3 -,014 -,063 ,184 -,127 

SA4 ,019 -,049 -,127 ,220 

Anti-image 
Correlation 

SA1 ,805(a) -,595 -,054 ,069 

SA2 -,595 ,789(a) -,341 -,242 

SA3 -,054 -,341 ,786(a) -,633 

SA4 ,069 -,242 -,633 ,794(a) 

a  Measures of Sampling Adequacy(MSA) 
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9. BETTER CUSTOMER RELATIONS (Code: BR) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,719 

 Reliability Coefficients        
3 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
77,845 

 Cronbach’s Alpha =  ,8747 

  Df 3  Standardized item alpha =    

  Sig. ,000  ,9703 

 
 Anti-image Matrices 

    BR1 BR2 BR3 

Anti-image 
Covariance 

BR1 ,263 -,010 -,114 

BR2 -,010 ,216 -,119 

BR3 -,114 -,119 ,140 

Anti-image 
Correlation 

BR1 ,789(a) -,043 -,595 

BR2 -,043 ,745(a) -,686 

BR3 -,595 -,686 ,649(a) 

a  Measures of Sampling Adequacy(MSA) 
 
 

10. BETTER INFORMATION ACCESSIBILITY (Code: BA) 

 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. ,611 

 Reliability Coefficients        
3 items 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 
36,667 

 Cronbach’s Alpha =  ,8487 

  Df 3  Standardized item alpha =    

  Sig. ,000  ,9158 

 
 Anti-image Matrices 

    BA1 BA2 BA3 

Anti-image 
Covariance 

BA1 ,320 -,220 -,254 

BA2 -,220 ,611 ,037 

BA3 -,254 ,037 ,422 

Anti-image 
Correlation 

BA1 ,569(a) -,497 -,692 

BA2 -,497 ,695(a) ,073 

BA3 -,692 ,073 ,612(a) 

a  Measures of Sampling Adequacy(MSA) 
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Appendix 2: Test of Data Normality 

a. Construct name: Sosial Media Use for Marketing 

     Sample size:  208  

     Number of variables:  4  

 

Univariate skewness and kurtosis 

            Skewness        SE_skew           Kurtosis          SE_kurt 

Mk1  -1.2523535  0.1686337    1.2397545  0.3357114 

Mk2  -0.9950507  0.1686337    0.3818754  0.3357114 

Mk3  -0.5208689  0.1686337  -0.3483936  0.3357114 

Mk4  -0.4614710  0.1686337  -0.5012552  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                            b                           z             p-value 

Skewness    8.82959  306.09247        0 

Kurtosis   46.78583      23.71624         0 
 

a. Construct name: Sosial Media Use for Customer Relations 

 Sample size:  208  

 Number of variables:  6  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew       Kurtosis      SE_kurt 

Cs1  -0.9543392  0.1686337   1.71082469  0.3357114 

Cs2  -0.9954156  0.1686337   0.62632192  0.3357114 

Cs3  -0.9136968  0.1686337   1.52566369  0.3357114 

Cs4  -0.7937277  0.1686337   0.33272792  0.3357114 

Cs5  -0.7432943  0.1686337  -0.02369329  0.3357114 

Cs6  -1.0849619  0.1686337    1.22827018  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                      b                 z            p-value 

Skewness  15.12116  524.20026        0 

Kurtosis   88.79201     30.02211        0 

 

b. Construct name: Sosial Media Use for Information Accessibility  

     Sample size:  208  

     Number of variables:  3  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew         Kurtosis      SE_kurt 

If1  -0.6333521  0.1686337  -0.06401466  0.3357114 

If2  -0.2496607  0.1686337  -0.71681806  0.3357114 

If3  -0.7614843  0.1686337    0.62990624  0.3357114 
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Mardia's multivariate skewness and kurtosis 

                       b                           z            p-value 

Skewness     2.327441  80.68463  3.68594e-13 

Kurtosis   23.891064  11.70563  0.00000e+00 

 

c. Construct name: Innovativeness 

     Sample size:  208  

     Number of variables:  4  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew       Kurtosis      SE_kurt 

In1  -0.7549829  0.1686337    0.2245246  0.3357114 

In2  -0.5198915  0.1686337  -0.4163469  0.3357114 

In3  -1.1050431  0.1686337    0.6592659  0.3357114 

In4  -0.5813462  0.1686337  -0.2231090  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                        b                  z            p-value 

Skewness     5.126237  177.70953        0 

Kurtosis   33.855313     10.25773        0 

 

d. Construct name: Risk-Taking 

     Sample size:  208  

     Number of variables:  3  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew         Kurtosis      SE_kurt 

Ri1  -0.8495592  0.1686337  -0.03605737  0.3357114 

Ri2  -0.3388548  0.1686337  -0.55808051  0.3357114 

Ri3  -0.4519126  0.1686337  -0.16740986  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                         b                z             p-value 

Skewness     1.821813  63.15620  9.116941e-10 

Kurtosis   16.492000     1.96431  4.949417e-02 

 

e. Construct name: Pro-activeness 

     Sample size:  208  

     Number of variables:  4  

 

Univariate skewness and kurtosis 

          Skewness    SE_skew         Kurtosis      SE_kurt 

Pr1  -0.07630097  0.1686337  -0.69509934  0.3357114 

Pr2  -0.17722703  0.1686337  -0.71413437  0.3357114 

Pr3  -0.49869385  0.1686337  -0.55932808  0.3357114 

Pr4  -0.74852770  0.1686337     0.06787664  0.3357114 
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Mardia's multivariate skewness and kurtosis 

                        b                 z             p-value 

Skewness     1.546052  53.596481  6.637651e-05 

Kurtosis   26.665743     2.774594  5.527072e-03 

 

f. Construct name: Impact of Social Media Use for Cost Reduction 

     Sample size:  208  

     Number of variables:  3  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew      Kurtosis      SE_kurt 

Co1  -1.2403514  0.1686337  0.98775586  0.3357114 

Co2  -0.8903613  0.1686337  0.07613741  0.3357114 

Co3  -1.3303644  0.1686337  2.34822498  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                      b                z           p-value 

Skewness     5.24424  181.80031        0 

Kurtosis   29.33504     18.87296        0 

 

g. Construct name: Impact of Social Media Use for Sales Increase 

     Sample size:  208  

     Number of variables:  4  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew     Kurtosis      SE_kurt 

Sa1  -1.0581730  0.1686337  1.5415131  0.3357114 

Sa2  -0.9639840  0.1686337  1.3513667  0.3357114 

Sa3  -0.7003956  0.1686337  0.1323929  0.3357114 

Sa4  -0.9157320  0.1686337  1.0250711  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                     b                 z            p-value 

Skewness  16.31497  565.58574        0 

Kurtosis   58.29794     35.69843        0 

 

h. Construct name: Impact of Social Media Use for Better Relationship 

     Sample size:  208  

     Number of variables:  3  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew     Kurtosis      SE_kurt 

Br1  -0.9909282  0.1686337  1.7572783  0.3357114 

Br2  -0.8320485  0.1686337  0.7412103  0.3357114 

Br3  -0.7139453  0.1686337  0.7927812  0.3357114 
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Mardia's multivariate skewness and kurtosis 

                       b                 z            p-value 

Skewness     4.16687  144.45148        0 

Kurtosis   37.78851     30.00246        0 

 

i. Construct name: Impact of Social Media Use for Better Accessibility 

     Sample size:  208  

     Number of variables:  3  

 

Univariate skewness and kurtosis 

         Skewness    SE_skew      Kurtosis      SE_kurt 

Ba1  -0.3210579  0.1686337  -0.7332238  0.3357114 

Ba2  -0.5112392  0.1686337  -0.6792114  0.3357114 

Ba3  -1.1779906  0.1686337   1.4845827  0.3357114 

 

Mardia's multivariate skewness and kurtosis 

                         b                 z            p-value 

Skewness     6.083693  210.90136        0 

Kurtosis   25.672356     14.05081         0 
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Appendix 3: Descriptive Statistics of Entrepreneurial Orientation 

 

Name of Variable N Min Max Mean Std. Dev. Variance 

Mk1 208 10 100 77.98 21.686 470.299 

Mk2 208 0 100 75.46 23.481 551.360 

Mk3 208 0 100 64.11 25.774 664.302 

Mk4 208 0 100 67.26 24.866 618.299 

Cs1 208 10 100 82.55 15.346 235.505 

Cs2 208 30 100 85.36 15.283 233.565 

Cs3 208 10 100 79.86 17.208 296.114 

Cs4 208 0 100 75.07 21.375 456.879 

Cs5 208 0 100 71.83 23.581 556.067 

Cs6 208 10 100 80.89 19.030 362.128 

If1 208 0 100 69.86 22.894 524.134 

If2 208 0 100 64.45 23.694 561.408 

If3 208 0 100 71.23 21.604 466.726 

In1 208 10 100 77.02 18.618 346.628 

In2 208 10 100 72.19 20.410 416.569 

In3 208 0 100 72.74 25.777 664.435 

In4 208 20 100 77.26 18.170 330.135 

Ri1 208 10 100 73.49 22.863 522.695 

Ri2 208 0 100 62.52 25.997 675.845 

Ri3 208 0 100 62.79 23.589 556.438 

Pr1 208 0 100 56.92 24.260 588.554 

Pr2 208 0 100 62.40 24.177 584.532 

Pr3 208 10 100 74.28 20.839 434.260 

Pr4 208 0 100 67.67 24.818 615.914 

Co1 208 0 100 76.92 23.368 546.042 

Co2 208 10 100 76.15 21.816 475.957 

Co3 208 0 100 76.97 20.287 411.555 

Sa1 208 10 100 80.99 17.296 299.145 

Sa2 208 10 100 81.27 16.995 288.828 

Sa3 208 30 100 80.48 16.352 267.401 

Sa4 208 10 100 80.17 17.641 311.203 

Br1 208 20 100 81.73 15.507 240.468 

Br2 208 20 100 79.13 17.229 296.832 

Br3 208 30 100 80.72 14.411 207.690 

Ba1 208 0 100 70.05 23.000 528.983 

Ba2 208 20 100 76.97 20.071 402.859 

Ba3 208 30 100 86.30 14.818 219.563 
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In3 208 0 100 72.74 25.777 664.435 

In4 208 20 100 77.26 18.170 330.135 

Ri1 208 10 100 73.49 22.863 522.695 

Ri2 208 0 100 62.52 25.997 675.845 

Ri3 208 0 100 62.79 23.589 556.438 

Pr1 208 0 100 56.92 24.260 588.554 

Pr2 208 0 100 62.40 24.177 584.532 

Pr3 208 10 100 74.28 20.839 434.260 

Pr4 208 0 100 67.67 24.818 615.914 

Co1 208 0 100 76.92 23.368 546.042 

Co2 208 10 100 76.15 21.816 475.957 

Co3 208 0 100 76.97 20.287 411.555 

Sa1 208 10 100 80.99 17.296 299.145 

Sa2 208 10 100 81.27 16.995 288.828 

Sa3 208 30 100 80.48 16.352 267.401 

Sa4 208 10 100 80.17 17.641 311.203 

Br1 208 20 100 81.73 15.507 240.468 

Br2 208 20 100 79.13 17.229 296.832 

Br3 208 30 100 80.72 14.411 207.690 

Ba1 208 0 100 70.05 23.000 528.983 

Ba2 208 20 100 76.97 20.071 402.859 

Ba3 208 30 100 86.30 14.818 219.563 

Valid N (listwise) 208      
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Appendix 4: Questionnaire for Quantitative Analysis 

 

QUESTIONNAIRE 

 

Part One: Social Media Usage 

In this section, we are interested in the overall view of you and your company’s 

usage on social media. 

Hint: Please answer all questions by giving a tick on the box. No right or wrong 

answers. 

 

1. Do you use social media (e.g. Facebook, Instagram, etc.) ? 

 Yes    

 No   (Go to question number 36) 

 

2. What kind of social media do you use? (you can tick more than one answer) 

 Facebook    WhatsApp 

 Twitter     Instagram  

 YouTube    Other, specify ........................................ 

 

3. What kind of equipment do you use to access social media? (you can tick more than 

one answer) 

 Desktop computer   Mobile phone/smart phone 

 Laptop/notebook   Other, specify ........................................ 

 

4. Does your organization use social media for business activities? 

 Yes    

 No  Why, specify your reason.............  (Go to question number 36) 

 

5. What kind of social media does your organization use for business purposes? (you 

can tick more than one answer) 

 Facebook    WhatsApp 

 Twitter     Instagram  

 YouTube    Other, specify ....................................... 

 

6. When did your organization start to use social media for business purposes?  

 A week ago    A year ago 

 A month ago    More than a year ago 

 Six months ago   Other, specify ....................................... 

 

7. How often does your organization use social media for business purposes? 

 1 – 3 days a week    7 days a week 

 4 – 6 days a week    For special purposes 
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8. What kind of business-related activities do you need to use social media? 

 To update status of products 

 To chat with (candidate of) buyer 

 To chat with supplier of materials 

 Other, specify .................................................................................................. 

 

Part Two: Social Media Usage for Business 

In this section, we are interested in the social media usage for your company’s 

business activities. 

Hint: Please answer all questions by marking one point along the line that best 

represents your opinion on each statement.  

 

A. Social Media for Marketing 

9. My company use social media to:  

      a. Advertise and promote product and services     

 Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Create brand visibility 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      c. Conduct marketing research 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      d. Get referrals (e.g. word of mouth via likes, shares, and followers in Facebook) 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

B. Social Media for Customer Relations and Services 

10. My company use social media to:  

      a. Develop customer relations 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

       

      b. Communicate with customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      c. Conduct customer service activities 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 
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      d. Receive customer feedback on existing product/services 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      e. Receive customer feedback on new/future product/services 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

      

 f. Reach new customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

C. Social Media for Information Accessibility 

11. My company use social media to:  

      a. Search for general information 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Search for competitor information 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      c. Search for customer information 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

Part Three: Entrepreneurial Orientation  

In this section, we are interested in the entrepreneurial orientation of your 

company. 

Hint: Please answer all questions by marking one point along the line that best 

represents your opinion on each statement.   

 

12. My company is always creative in its methods of operation. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

13. This company prefers to design its own unique new methods of production rather 

than adapting methods of other firms. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

14. In the last three years, this company has marketed new lines of products or services. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 
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15. The top managers of this company favour their own original approaches to solve 

their problems rather than imitating methods that other companies have used for 

solving their problems. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

16. When confronted with decision-making situations involving uncertainty, this 

company typically adopts a cautious, ‘wait-and-see’ posture to minimise the 

probability of making costly decisions (compared with a bold, aggressive posture to 

maximise the probability of exploiting potential opportunities) 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

17. The top managers of this company have a strong proclivity for high-risk projects 

(with chances of very high return) rather than low-risk projects (with normal and 

certain rates of return). 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

18. Employees in this company are encouraged to take calculated risks with new ideas. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

19. In dealing with the competitors, this company typically take the initiative to start 

acting, then wait for the respond from competitors. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

20. In dealing with the competitors, my company is often the first business to introduce 

new products/services. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

21. The managers of this company have a strong tendency to ‘follow the leader’ in 

introducing new products or ideas. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

22. This company avoids confrontation with the competitors, and lets them to take 

actions. 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 
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Part Four: Firm Performance 

In this section, we are interested in the overall view of your company’s 

performance. 

 

A. Impact on cost reduction 

23. After using social media, my company is able to..... 

      a. Reduce the cost of communication with customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Reduce the cost of advertising and promotion 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      c. Reduce the cost of customer service and support 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

B. Impact on sales increase 

24. After using social media, my company is able to..... 

      a. Increase the sales transaction with customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Increase the sales volume 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      c. Increase the sales enquiries from customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      d. Increase the number of customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

C. Impact on customer relations and services 

25. After using social media, my company is able to..... 

      a.  Enhance customer service 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Increase customer loyalty and retention 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 
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      c. Improve customer relationship 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

D. Impact on information accessibility 

26. After using social media, my company is able to..... 

      a. Enable easier access to competitor information 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

      b. Enable easier access to market information 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

      

 c. Enable faster delivery of information to customers 

Strongly          0    10    20    30    40    50    60   70     80    90   100  Strongly 

Disagree                    Agree 

 

 

Part Five: Demographic 

In this section, we would like to gain an understanding of your company’s 

characteristics. 

 

A. Company Profile 

27. In which year was the company established? ......................................................... 

 

28. How many full-time workers do you employ?  

 ======================================================= 

  Types of employee    Number of employees *) 

 ======================================================= 

 Full-time            1      2      3      4 

 Part-time            1      2      3      4 

 Sub-contract/partnership with external parties       1      2      3      4 

 Other, specify .....................................................       1      2      3      4 

 ======================================================= 

 Remarks: *) Number of employees: (1) Below 6 persons 

               (2) Between 6 to 19 persons 

               (3) Between 20 to 99 persons 

               (4) 100 persons and above 
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29. Type of main products that your company produces (e.g. furniture, batik, etc.): 

===================================================== 

 Type of main products       % from total production 

===================================================== 

1. ...........................................................  .............................................. 

2. ...........................................................  .............................................. 

3. ...........................................................    ............................................. 

4. ...........................................................    ............................................. 

5. Other, specify....................................    ............................................. 

===================================================== 

 

30. Type of activities conducted in this company and the trend in the last 3 years (2014 – 

2016): 

===========================================================         

              Production activities                     % from total          Trend in  

                     production              the last 3 years 

============================================================         

       a. Raw material to unfinished products         ......................  1     2      3      4      5            

       b. Unfinished products to finished products  ....................... 1     2      3      4      5       

       c. Raw material to finished products             ....................... 1     2      3      4      5           

       d. Only finishing and packaging                   .......................  1     2      3      4      5 

       e. Other, specify           .......................  1     2      3      4      5       

==============================================+============= 

Remarks: Trend in the last 3 years: (1) decreased a lot; (2) decreased a little; (3) unchanged; 

     (4) increased a little; (5) increased a lot 

 

31. How much average sales per month in year 2017? 

 Below 10 million rupiah   Between 30 to 50 million rupiah 

 Between 10 to 30 million rupiah  Above 50 million rupiah 

32. Where do you sell your (company) products?  

Domestic offline market only           

Domestic online market only (e.g. Lazada, Shopee, etc.), specify ………… 

Foreign market (export) only 

Domestic and foreign market (export) 

Other, specify ................................................................................................... 
     Remarks: If your answer is domestic market (offline/online), go to question number 44. 

 

33. How do you export your (company) products? (you can tick more than one answer) 

Export directly to foreign buyer/consumer 

Export through agent/trader/middleman in Indonesia 

Other, please explain ......................................................................................... 
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34. To which country/countries do you export your (company) products in the last 2 

years? 

 ======================================================= 

Countries            Type of manufacturing products 

 ======================================================= 

 ...............................................................           ....................................... 

 ...............................................................           ....................................... 

...............................................................           ....................................... 

 ======================================================= 

 

35. How often do you conduct the following marketing activities? (Please tick) 

 ======================================================= 

             Types of marketing activities           Never    Sporadically    Regularly 

 ======================================================= 

a. Attend domestic trade fairs   ..........    ....................    .............. 

b. Participate in domestic trade fairs  ..........    ....................    .............. 

c. Attend international trade fairs  ..........    ....................    .............. 

d. Participate in international trade fairs ..........    ....................    .............. 

e. Provide a showroom   ..........    ....................    ..............

 f. Provide a website    ..........    ....................   ............... 

g. Distribute brochures or catalogues  ..........    ....................    .............. 

h. Place an advertisement in newspaper/ 

    TV/radio     ..........    ....................    .............. 

i. Place an advertisement in online shop  

    (Lazada, Shopee, etc.)   ..........    ....................    .............. 

j. Other, specify ...........................................  ...........    ....................   .............. 

 ======================================================= 

 

36. Please explain the roles of government agencies, trade associations, and other 

institutions that support your business (you can answer more than one 

organization): 

======================================================= 

                  Institution/Organization     Roles *) 

a. The Central Java Industrial and Trade Office  1    2    3     4    5     6   7 

b. The Central Java Cooperatives and SMEs Office  1    2    3     4    5     6   7 

c. Trade association in Central Java                          1    2    3     4    5     6   7 

d. Local cooperative/central of industry   1    2    3     4    5     6   7 

e. Other, specify .................................................        1    2    3     4    5     6    7 

======================================================= 

Remarks: 

*) Roles: (1) Providing ease of administrative and licensing requirements to participate 

in industry/SME exhibitions both inside and outside the country 

                (2)  Providing training/courses and escorting in the field of management 

(marketing, production, human resources, finance and technology) 

    (3)   Providing training/courses about web-making, blogs, or social media 
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                (4)  Providing training/courses about entrepreneurship skills especially for 

new entrepreneurs 

                (5)   Providing sources of financing and assistance to SMEs in obtaining 

fund/credit for business 

                (6)   Providing incentives in the form of waivers of tariff payments, import 

duties and taxes (import of raw materials/export of finished goods) to 

SME exporters 

                (7)   No role 

 

37. Which factor do you use to compete with other competitors? (you can tick more than 

one answer): 

Price      Product quality 

Product design     Technology of production tools 

On-time delivery     Other, specify ........................................ 

 

38. Please explain the challenges and obstacles your company faces currently (you can 

tick more than one answer): 

      Difficulties in marketing the product 

       Has not been able to maintain and improve product quality 

        Limited sources of financing for businesses 

        Low motivation of employees to develop themselves related products               

Lack of knowledge and skills of employees in making company products 

Low employee interests to use information technology 

Limited facilities and infrastructure available in the company 

Has no channel or network to export the company products 

Others, please mention ………………………………………………… 

 

39. Please explain what factors you are going to improve in this company over the next 

2 years? (you can tick more than one answer) 

        Improving the ways to market products more effectively and efficiently 

Improving product quality to meet the standards required 

Adding sources of financing through credit proposals to creditors 

Sending the employee to follow the training/courses offered by certain parties 

Adding and/or improving facilities that have not been sufficient 

Others, please specify ……………………………………………………….... 

 

B. Personal Background 

40. Your current position in the company (as a person who filled out the questions):  

 Owner     System Analyst  

 Chief Executive Officer  Data entry operator 

Manager of the field   Other, specify ........................................ 

 

41. Your gender:  

Male     Female 
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42. Your age:  

 < 25 year    45 – 54 year 

 25 – 34 year    55 – 64 year 

 35 – 44 year    ≥ 65 year 

 

43. Your highest educational background: 

High school      Master’s degree 

Diploma degree     Other, specify..:.......................... 

Bachelor’s (university) degree 

44. Your experience before working in this company: 

No work experience     Worked in manufacturing firm 

Worked in non-manufacturing firm   Other, specify ............................ 

 

45. Your ethinicity: 

 Indonesian (e.g. Javanese, Sundanese, etc.), specify .......................... 

Chinese/Tionghoa          

Arabic    

Indian 

 Other, specify ................................................................................................... 

 

46. Your work experience to produce the company products: 

 No experience     (Go to question number 57)  

Autodidact/self-study 

Family business background    

Other, specify .................................................................................................... 

 

47. Duration of your work experience to produce the company products: ........... year 

 

48. Would you like to participate in future study? 

 Yes  Name: ....................................... Contact Number: .................... 

 No 

 

 

 

Thank you for your time in completing this questionnaire. 


	FRONT MATTER
	COPYRIGHT PAGE
	TITLE PAGE
	CERTIFICATION
	PERMISSION TO USE
	ACKNOWLEDGEMENTS
	ABSTRACT
	ABSTRAK
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF APPENDICES
	LIST OF ABBREVIATION

	MAIN CHAPTER
	CHAPTER ONE INTRODUCTION
	1.1 INTRODUCTION
	1.2 STUDY BACKGROUND
	1.3 PROBLEM STATEMENT
	1.4 RESEARCH QUESTIONS
	1.5 RESEARCH OBJECTIVES
	1.6. SIGNIFICANT OF THE STUDY
	1.7 SCOPE OF THE STUDY
	1.8 DEFINITION OF OPERATIONS
	1.9 THESIS ORGANIZATION

	CHAPTER TWO LITERATURE REVIEW
	2.1 INTRODUCTION
	2.2 SMALL AND MEDIUM-SIZE ENTERPRISE IN INDONESIA
	2.2.1 Definition
	2.2.2 The importance of MSMEs in Indonesia
	2.2.3 Problems of MSMEs in Indonesia

	2.3. SOCIAL MEDIA
	2.3.1 Definition
	2.3.2 Implementation of social media in people's lives
	2.3.3 Development and use of social media in marketing
	2.3.4 Advantages and disadvantages of social media usage in marketing

	2.4 IMPORTANCE OF SOCIAL MEDIA FOR SMEs
	2.5 ENTREPRENEURIAL ORIENTATION
	2.5.1 Innovativeness
	2.5.2 Pro-activeness
	2.5.3 Risk-taking

	2.6 THE ISSUES OF EO UNIDIMENSIONAL AND MULTIDIMENSIONAL
	2.7 BUSINESS PERFORMANCE
	2.7.1 Financial Performance
	2.7.2 Non-Financial Performance

	2.8 IMPORTANCE OF ENTREPRENEURIAL ORIENTATION FOR BUSINESS PERFORMANCE
	2.9 ENTREPRENEURIAL ORIENTATION AS MEDIATING AND/OR MODERATING VARIABLE
	2.10 LITERATURE GAPS AND REASONS FOR CONDUCTING RESEARCH
	2.11 UNDERPINNING THEORIES
	2.11.1 Innovation Diffusion Theory
	2.11.2 Resource-based View Theory
	2.11.3 Integrating the IDT and RBV Theory

	2.12 CHAPTER SUMMARY

	CHAPTER THREE THEORETICAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT
	3.1 INTRODUCTION
	3.2 CONSTRUCTS
	3.2.1 Construct of the Use of Social Media
	3.2.2 Construct of the Entrepreneurial Orientation
	3.2.3 Construct of the Company Performance

	3.3 RESEARCH FRAMEWORK
	3.4 THE HYPOTHESIZED RESEARCH FRAMEWORK
	3.4.1 Relationship between Social Media Usage and Financial Performance
	3.4.2 Relationship between Social Media Usage and Entrepreneurial Orientation
	3.4.3 Relationship between Social Media Usage and Non-Financial Performance
	3.4.4 Relationship between Entrepreneurial Orientation and Financial Performance
	3.4.5 Relationship between Entrepreneurial Orientation and Non-Financial Performance
	3.4.6 Relationship between Social Media Usage, Entrepreneurial Orientationand Financial Performance
	3.4.6.1 Relationship between Social Media Usage for Marketing, Entrepreneurial Orientation and Financial Performance
	3.4.6.2 Relationship between Social Media Usage for Customer Relations, Entrepreneurial Orientation, and Financial Performance
	3.4.6.3 Relationship between Social Media Usage for Information Accessibility, Entrepreneurial Orientation, and Financial Performance

	3.4.7 Relationship between Social Media Usage, Entrepreneurial Orientationand Non-Financial Performance
	3.4.7.1 Relationship between Social Media Usage for Marketing, Entrepreneurial Orientation and Non-Financial Performance
	3.4.7.2 Relationship between Social Media Usage for Customer Relations, Entrepreneurial Orientation, and Non-Financial Performance
	3.4.7.3 Relationship between Social Media Usage for Information Accessibility, Entrepreneurial Orientation, and Non-Financial Performance

	3.4.8 Control Variables

	3.5 CHAPTER SUMMARY

	CHAPTER FOUR METHODOLOGY
	4.1 INTRODUCTION
	4.2 RESEARCH PARADIGM
	4.3 RESEARCH DESIGN
	4.4 UNIT OF ANALYSIS
	4.5 POPULATION AND SAMPLING
	4.5.1 Population
	4.5.2 Sampling method and sample size
	4.5.3 Sampling technique

	4.6 DATA COLLECTION METHODS
	4.6.1 Questionnaire Design
	4.6.2 Respondents Criteria

	4.7 MEASUREMENT OF CONSTRUCTS AND VARIABLES
	4.7.1 Social Media Use
	4.7.2 Entrepreneurial Orientation
	4.7.3 Financial Performance
	4.7.4 Non-financial Performance

	4.8 PRE-TEST AND PILOT STUDY
	4.8.1 Content validity (pre-test)
	4.8.2 Reliability of statistical measurements (pilot study)

	4.9 DATA SCREENING
	4.9.1 Test of Response Rate
	4.9.2 Test of Non-Response Bias
	4.9.3 Test of Interview Bias
	4.9.4 Test of Common Method Variance
	4.9.5 Test of Data Normality
	4.9.6 Test of Outlier Data

	4.10 QUANTATIVE DATA ANALYSIS
	4.10.1 Reliability and Validity
	4.10.2 Confirmatory Factor Analysis
	4.10.3 Structural Equation Modeling - Partial Least Square (SEM-PLS)
	4.10.3.1 Assessing PLS-SEM
	4.10.3.2 Assessment of the measurement model
	4.10.3.3 Assessment of the structural model


	4.11 ETHICAL CONSIDERATIONS
	4.12 CHAPTER SUMMARY

	CHAPTER FIVE DATA ANALYSIS
	5.1 INTRODUCTION
	5.2 DESCRIPTIVE ANALYSIS
	5.2.1 Sample eligibility
	5.2.2 Profile of the Respondents
	5.2.3 Company Profile
	5.2.3.1 Age and scale of business
	5.2.3.2 Type of SMEs main product
	5.2.3.3 Sales volume
	5.2.3.4 Market place of the company's product
	5.2.3.5 Export destination of the company's products

	5.2.4 Use of social media by SMEs
	5.2.5 Use of social media to support SME business activities
	5.2.6 Impact of the Use of Social Media in SME business activities
	5.2.7 Company activities related to marketing (including social media use)
	5.2.8 Challenges and obstacles faced by SMEs today
	5.2.9 Factors need to be improved by SMEs over the next 2 years
	5.2.10 SMEs business activities related to Entrepreneurial Orientation

	5.3 QUANTITATIVE DATA ANALYSIS
	5.3.1 Measurement Model Assessment (Outer-model)
	5.3.1.1 Indicator Reliability/Factor Loadings
	5.3.1.2 Composite Reliability
	5.3.1.3 Convergent Validity
	5.3.1.4 Discriminant Validity
	5.3.1.5 Recapitulation of Measurement Model (Outer-model)

	5.3.2 Structural Model Assessment (Inner-model)
	5.3.2.1 Literal Collinearity Issues
	5.3.2.2 Path Coefficient
	5.3.2.3 Coefficient of Determination (R2)
	5.3.2.4 Effect size to R2 (f2)
	5.3.2.5 Predictive Relevance (Q2)
	5.3.2.6 Goodness of Fit Index (GoF)
	5.3.2.7 Recapitulation of Structural Model (Inner-model)

	5.3.3 Testing the Hypotheses
	5.3.3.1 Relationship between Social Media Use and Financial Performance
	5.3.3.2 Relationship between Social Media Use and Entrepreneurial Orientation
	5.3.3.3 Relationship between Social Media Use and Non-Financial Performance
	5.3.3.4 Relationship between Entrepreneurial Orientation and Financial Performance
	5.3.3.5 Relationship between Entrepreneurial Orientation and Non-Financial Performance
	5.3.3.6 Relationship between Social Media Use and Financial Performance Mediated by Entrepreneurial Orientation
	5.3.3.7 Relationship between Social Media Use and Non-Financial Performance Mediated by Entrepreneurial Orientation
	5.3.3.7 Control Variables of Company Age and Size to Financial Performance
	5.3.3.7 Control Variables of Company Age and Size to Non-Financial Performance


	5.4 CHAPTER SUMMARY

	CHAPTER SIX FINDINGS AND DISCUSSION
	6.1 INTRODUCTION
	6.2 SUMMARY OF THE STUDY
	6.3 ROLE OF SOCIAL MEDIA USE ON FINANCIAL PERFORMANCE (H1)
	6.3.1 Social Media Use for Marketing and Cost Reduction (H1a)
	6.3.2 Social Media Use for Customer Relations and Cost Reduction (H1b)
	6.3.3 Social Media Use for Information Accessibility and Cost Reduction (H1c)
	6.3.4 Social Media Use for Marketing and Sales Increase (H1d)
	6.3.5 Social Media Use for Customer Relations and Services and Sales Increase (H1e)
	6.3.6 Social Media Use for Information Accessibility and Sales Increase (H1f)

	6.4 ROLE OF SOCIAL MEDIA USE ON ENTREPRENEURIAL ORIENTATION(H2)
	6.4.1 Social Media Use for Marketing and Innovativeness (H2a)
	6.4.2 Social Media Use for Customer Relations and Innovativeness (H2b)
	6.4.3 Social Media Use for Information Accessibility and Innovativeness (H2c)
	6.4.4 Social Media Use for Marketing and Risk-taking (H2d)
	6.4.5 Social Media Use for Customer Relations and Risk-taking (H2e)
	6.4.6 Social Media Use for Information Accessibility and Risk-taking (H2f)
	6.4.7 Social Media Use for Marketing and Pro-activeness (H2g)
	6.4.8 Social Media Use for Customer Relations and Pro-activeness (H2h)
	6.4.9 Social Media Use for Information Accessibility and Pro-activeness (H2i)

	6.5 ROLE OF SOCIAL MEDIA USE ON NON-FINANCIAL PERFORMANCE (H3)
	6.5.1 Social Media Use for Marketing and Better Customer Relations (H3a)
	6.5.2 Social Media Use for Customer Relations and Better Customer Relations(H3b)
	6.5.3 Social Media Use for Information Accessibility and Better CustomerRelations (H3c)
	6.5.4 Social Media Use for Marketing and Better Information Accessibility (H3d)
	6.5.5 Social Media Use for Customer Relations and Services and Better Information Accessibility (H3e)
	6.5.6 Social Media Use for Information Accessibility and Better Information Accessibility (H3f)

	6.6 ROLE OF ENTREPRENEURIAL ORIENTATION ON FINANCIAL PERFORMANCE (H4)
	6.6.1 Innovativeness and Cost Reduction (H4a)
	6.6.2 Risk-taking and Cost Reduction (H4b)
	6.6.3 Pro-activeness and Cost Reduction (H4c)
	6.6.4 Innovativeness and Sales Increase (H4d)
	6.6.5 Risk-taking and Sales Increase (H4e)
	6.6.6 Pro-activeness and Sales Increase (H4f)

	6.7 ROLE OF ENTREPRENEURIAL ORIENTATION ON NON-FINANCIAL PERFORMANCE (H5)
	6.7.1 Innovativeness and Better Customer Relations (H5a)
	6.7.2 Risk-taking and Better Customer Relations (H5b)
	6.7.3 Pro-activeness and Better Customer Relations (H5c)
	6.7.4 Innovativeness and Better Information Accessibility (H5d)
	6.7.5 Risk-taking and Better Information Accessibility (H5e)
	6.7.6 Pro-activeness and Better Information Accessibility (H5f)

	6.8 ROLE OF ENTREPRENEURIAL ORIENTATION IN MEDIATING THE RELATIONSHIP BETWEEN SOCIAL MEDIA USE AND FINANCIAL PERFORMANCE (H6)
	6.8.1 Social Media Usage for Marketing, Innovativeness, and Cost Reduction (H6a)
	6.8.2 Social Media Usage for Marketing, Innovativeness, and Sales Increase (H6b)
	6.8.3 Social Media Usage for Marketing, Risk-taking, and Cost Reduction (H6c)
	6.8.4 Social Media Usage for Marketing, Risk-taking, and Sales Increase (H6d)
	6.8.5 Social Media Usage for Marketing, Pro-activeness, and Cost Reduction (H6e)
	6.8.6 Social Media Usage for Marketing, Pro-activeness, and Sales Increase (H6f)
	6.8.7 Social Media Usage for Customer Relations, Innovativeness, and CostReduction (H6g)
	6.8.8 Social Media Usage for Customer Relations, Innovativeness, and Sales Increase (H6h)
	6.8.9 Social Media Usage for Customer Relations, Risk-taking, and Cost Reduction(H6i)
	6.8.10 Social Media Usage for Customer Relations, Risk-taking, and Sales Increase (H6j)
	6.8.11 Social Media Usage for Customer Relations, Pro-activeness, and Cost Reduction (H6k)
	6.8.12 Social Media Usage for Customer Relations, Pro-activeness, and Sales Increase (H6l)
	6.8.13 Social Media Usage for Information Accessibility, Innovativeness, and CostReduction (H6m)
	6.8.14 Social Media Usage for Information Accessibility, Innovativeness, and Sales Increase (H6n)
	6.8.15 Social Media Usage for Information Accessibility, Risk-taking, and Cost Reduction (H6o)
	6.8.16 Social Media Usage for Information Accessibility, Risk-taking, and Sales Increase (H6p)
	6.8.17 Social Media Usage for Information Accessibility, Pro-activeness, and Cost Reduction (H6q)
	6.8.18 Social Media Usage for Information Accessibility, Pro-activeness, and Sales Increase (H6r)

	6.9 ROLE OF ENTREPRENEURIAL ORIENTATION IN MEDIATING THE RELATIONSHIP BETWEEN SOCIAL MEDIA USE AND NON FINANCIAL PERFORMANCE (H7)
	6.9.1 Social Media Usage for Marketing, Innovativeness, and Better Customer Relations (H7a)
	6.9.2 Social Media Usage for Marketing, Innovativeness, and Better Information Accessibility (H7b)
	6.9.3 Social Media Usage for Marketing, Risk-taking, and Better Customer Relations (H7c)
	6.9.4 Social Media Usage for Marketing, Risk-taking, and Better Information Accessibility (H7d)
	6.9.5 Social Media Usage for Marketing, Pro-activeness, and Better Customer Relations (H7e)
	6.9.6 Social Media Usage for Marketing, Pro-activeness, and Better Information Accessibility (H7f)
	6.9.7 Social Media Usage for Customer Relations, Innovativeness, and Better Customer Relations (H7g)
	6.9.8 Social Media Usage for Customer Relations, Innovativeness, and Better Information Accessibility (H7h)
	6.9.9 Social Media Usage for Customer Relations, Risk-taking, and Better Customer Relations (H7i)
	6.9.10 Social Media Usage for Customer Relations, Risk-taking, and Better Information Accessibility (H7j)
	6.9.11 Social Media Usage for Customer Relations, Pro-activeness, and Better Customer Relations (H7k)
	6.9.12 Social Media Usage for Customer Relations, Pro-activeness, and Better Information Accessibility (H7l)
	6.9.13 Social Media Usage for Information Accessibility, Innovativeness, and Better Customer Relations (H7m)
	6.9.14 Social Media Usage for Information Accessibility, Innovativeness, and Better Information Accessibility (H7n)
	6.9.15 Social Media Usage for Information Accessibility, Risk-taking, and Better Customer Relations (H7o)
	6.9.16 Social Media Usage for Information Accessibility, Risk-taking, and Better Information Accessibility (H7p)
	6.9.17 Social Media Usage for Information Accessibility, Pro-activeness, and Better Customer Relations (H7q)
	6.9.18 Social Media Usage for Information Accessibility, Pro-activeness, and Better Information Accessibility (H7r)

	6.10 CONTROL VARIABLES
	6.10.1 Control variables of Company's Age and Size on Financial Performance
	6.10.2 Control variables of Company's Age and Size on Non-Financial Performance

	6.11 CHAPTER SUMMARY

	CHAPTER SEVEN CONCLUSIONS AND RECOMMENDATIONS
	7.1 INTRODUCTION
	7.2 CONCLUSION REGARDING THE RESEARCH QUESTIONS
	7.3 CONTRIBUTIONS OF THE STUDY
	7.3.1 Theoretical Contributions
	7.3.2 Methodological Contributions
	7.3.3 Practical Contributions

	7.4 RECOMMENDATIONS
	7.4.1 Recommendations for SMEs
	7.4.2 Recommendations for Policy Makers

	7.5 RESEARCH LIMITATIONS
	7.5.1 Sample Limitations
	7.5.2 Limitations of the Survey Instruments
	7.5.3 Limited Duration of Data Collection

	7.6 FUTURE RESEARCH RECOMMENDATIONS
	7.7 CHAPTER SUMMARY

	REFERENCES
	A P P E N D I C E S




