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Abstract:This study aims to analyze the role of Knowledge sharing to improve SME 
Performance Small and Medium Enterprises (SMEs) in Sidoarjo by considering 
Innovation capability as a mediating variable. Using a quantitative method with an 
explanatory approach, data were collected from 31 respondents with a questionnaire 
and analyzed using Partial Least Square-Structural Equation Modeling (PLS-SEM). 
The findings show that knowledge sharing has a significant influence on improving 
SME performance. However, innovation capability does not contribute directly to 
improving performance, but rather acts as a supporting factor in the continuous 
innovation process. The findings underscore the importance of building an effective 
knowledge sharing culture as a key strategy in enhancing SME competitiveness amidst 
evolving market dynamics.  
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1. INTRODUCTION 
  Small and Medium Enterprises (SMEs) play an important role in economic 

development globally, acting as a key driver of job creation, economic growth, and 
innovation (Lee et al., 2022). According to the Minister of Cooperatives and Small 
and Medium Enterprises (Menkop, dan UKM 2024), small and medium enterprises 
are a pillar of economic growth in Indonesia as an integral part of national 
development that cannot be ignored. Small and medium enterprises currently 
represent more than 97% of businesses in Indonesia and contribute 60% of 
Indonesia's GDP, with some SME sectors, especially those engaged in crafts and 
creative products, contributing to national exports. 
 The competitiveness of SMEs is often hampered by the lack of innovation 
and effective knowledge sharing strategies. Knowledge sharing is an important key, 
because it allows SMEs to exchange information, experiences, and ideas to drive 
innovation in products, services, and operational processes (Akram et al ., 2020). The 
practice of knowledge sharing considers the motivations and preferences of 
individuals in conveying information or knowledge they have to other parties (Hon 
et al ., 2022). 
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Table 1. Number of SMEs Based on Business Scale 2024 

Number of SMEs Based on Business Scale 

Small 26 

Intermediate 5 

Source: Data.diskopukm.jatimprov 2024 
 Based on Table 1, data from the East Java Cooperative and SME Service 
shows that the scale of small businesses is 26 and the scale of medium businesses is 5 
in the Regency. Although the number of SMEs continues to grow, they face various 
obstacles that contribute to the high level of competition due to the rise in online 
sales making it difficult for SME product prices to compete with large companies or 
suppliers who offer lower prices. In addition , according to the Directorate General 
of Budget (2023), the decline in people's purchasing power, rising prices of raw 
materials, limited access to financing, and lack of innovation and digitalization have 
worsened the situation. To survive, SMEs need to adapt to technology, to increase 
product innovation, and utilize digital marketing to expand market reach. 
 

 
 

Source: BPS Sidoarjo Regency 
Figure 1 Market revenue 

 
From Figure 1, it shows market income in 2022, 2023, 2024 with different results. As 
seen from Figure 1, in 2022 the income soared, while in 2023 and 2024 it decreased 
due to the weakening of commodities after the impact of Covid, all medium-large 
industries or SMEs did not produce many goods and had difficulty exporting goods.  
 Knowledge sharing between co-workers is considered normal and important to 
improve SME performance. (Damanik 2020). Fransiskus et al ., (2022) Knowledge sharing 
has a significant positive impact on SME performance, so that increasing the 
knowledge sharing process can improve business performance . Innovation capability 
has been shown to have a positive and significant impact on improving the quality of 
work of SME organizations (Muawanah & Pujianto 2024). High innovation capability 
tends to indicate better business performance, (Abimanyu and Prakasa 2022). 
Innovation capability acts as a link between knowledge sharing and company 
performance. However, poor interactions, such as knowledge that is irrelevant or not 
applied properly, can reduce performance effectiveness (Frontiers, 2022).  
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This study contributes to SMEs increasing innovation to be more 
competitive and encouraging a culture of knowledge sharing. Comite et al . (2021) 
emphasized that knowledge sharing must be supported by innovation capabilities so 
that ideas can be implemented in business strategies. Phung Anh Thu et al . (2021) 
added that innovation capabilities play a role in transforming knowledge into 
innovations that are in line with market needs, especially for SMEs with limited 
resources. 
 
2. LITERATURE REVIEW 
Theory Knowledge Based View (KBV) 

Knowledge-Based View Theory is a modification of the resource-based view that 
suggests that various forms of knowledge are attractive resources (Grants, 1996). The 
knowledge-based view (KBV) is used to understand and examine how organizational 
knowledge and expertise can be a source of competitive advantage. The knowledge-
based approach provides direction for organizational innovation and trends and has 
a broad impact on management practices (Grant, 1996). KBV helps understand how 
organizational knowledge and expertise drive innovation and influence management 
practices. Knowledge also increases the effectiveness of other resources, so that 
companies become more innovative and their performance improves (Maulana et al ., 
2022). 
 
Knowledge sharing 

Knowledge sharing is defined as the behavior of receiving and sharing knowledge 
to benefit individuals or organizations (Muafi, 2020). Knowledge sharing plays a role in 
creating new knowledge, improving problem-solving skills, and supporting better 
decision-making, thereby strengthening the company's competitiveness (Liu et al ., 
2020). In business and organizations, Knowledge sharing enables the transfer of valuable 
knowledge between individuals or work units, increasing effectiveness and 
collaboration (Widiyanto et al ., 2022). Based on the opinion above , Knowledge sharing 
(KS) is very important for companies because it encourages collaboration, creates new 
knowledge, and improves problem-solving and decision-making skills. According to 
Nham et al ., (2020) the dimensions or measurements of Knowledge sharing are, 1) 
knowledge donating , which is the activity of spreading personal intellectual capital to 
others. 2) knowledge collecting , refers to the process of collecting knowledge from others 
who share their intellectual capital. 
 
Innovation capability 

Innovation capability is defined as an organization's ability to apply knowledge, 
skills, and resources better than competitors (Muawanah & Pujianto, 2024). IC 
includes the complex process of creating and accepting new ideas to produce 
innovative products, services, or business models (Ferreira et al ., 2020). In addition, 
IC is recognized as a key element in building business competitiveness (Jordão et al ., 
2022; Kim et al ., 2018). Based on the above opinion, it can be concluded that Innovation 
capability ensures that a business can apply various ideas or concepts to increase 
business effectiveness. According to Odoom and Mensah (2019), the dimensions or 
measurements of Innovation capability used in this study include: 

1. Service Innovation, improving the quality of customer interactions to create 
long-term relationships and increase customer trust. 

2. Technological innovation, improving business processes, competitive 
advantage, and increasing response to market changes. 
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3. Product innovation, Providing new solutions that are relevant to customer 
needs, increasing competitiveness and brand loyalty. 

4. Market Innovation, The process of developing new strategies in marketing, 
market distribution in increasing business growth rates and competitiveness. 

 
SME Performance 

Referring to Law No. 20 of 2008, it explains that Micro, Small, and Medium 
Enterprises (SMEs) refer to productive businesses owned by business entities or 
individuals that have met certain criteria. Small businesses are part of the economic 
activities of the community that play an important role in the national economy, so 
they need protection from detrimental and unfair business competition practices 
(Maulani et al ., 2023). SME performance reflects the effectiveness and efficiency in 
achieving business goals (Aqida & Fitria, 2019). SME performance is defined as the 
company's ability to achieve predetermined goals using measurements of 1. financial 
performance and 2. non-financial (M. Ramdan, 2022. Tsou, H.-T et al . ,2015 ). 
Financial performance refers to a company's capability in generating revenue from 
several main sources of business, such as assets. Meanwhile, non-financial 
performance includes long-term goals highlighting the importance of building 
consumer loyalty, attracting new consumers, and increasing the level of the company's 
image and reputation (Tsou, H.-T et al . ,2015 ). 

 
Research Hypothesis 

 
Figure 2. Conceptual Framework 

Knowledge Sharing and Performance SME 
Implementation of Knowledge sharing increases the level of process innovation and 

product quality with the latest technology, which has a positive impact on company 
performance (Azadehdel, 2021). Knowledge sharing also has a significant impact on SME 
performance because it allows the transfer of knowledge and skills between members 
of the organization (Rochma & Pujianto, 2024). In addition, sharing new ideas and 
knowledge increases creativity and efficiency, helping SMEs achieve goals and 
improve performance (Hanifah et al ., 2019). Overall, Knowledge sharing can encourage 
businesses to excel over their competitors. 
H1: Knowledge sharing has an effect on SMEs performance 
Innovaton capability and SME performance 

Innovation capability (IC) is very important for SMEs to maintain performance 
and prevent bankruptcy (Kristinae et al ., 2020). Resource management for product 
innovation can increase sales and business performance (Sukri et al ., 2023). Empirical 
studies show a positive relationship between innovation and business performance 
(Awoleye et al ., 2020; Imran et al ., 2019). Saunila (2019) emphasized that Innovation 
capability distinguishes SMEs from large companies, where high levels of innovation 
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have a direct impact on business performance. By continuing to develop innovation, 
SMEs can increase their competitiveness and business growth (Abimanyu & Prakasa, 
2022). 
H2: Innovation capability has an impact on SMEs performance 
Knowledge sharing and Innovation capability 

Knowledge sharing (KS) contributes significantly to Innovation capability (IC) by 
accelerating problem solving and responding to business changes (Le & Lei, 2019). 
KS also has a positive impact on increasing corporate innovation, producing better 
products and services (Abimanyu et al ., 2022). However, a study in South Korea 
showed that KS has a weak impact on IC, because limited resources and technological 
infrastructure are the main obstacles (Lee & Park, 2021). 
H3: Knowledge sharing has an impact on Innovation Capability 

Knowledge sharing and SME Performance through Innovation Capability 
 Innovation capability (IC) acts as a link between Knowledge sharing (KS) and SME 

performance, especially for organizations that are adaptive to change. However, poor 
interactions, such as irrelevant or poorly implemented knowledge, can reduce 
performance effectiveness (Marjerison et al ., 2022). KS plays an important role in 
creating innovation and improving the sustainability of SMEs, which is influenced by 
internal and external support (Nurhayati et al ., 2021). SMEs with a good Knowledge 
sharing system tend to be more innovative and have higher performance (Martinez et al 
., 2023). However, this impact depends on the maturity of the Knowledge sharing system 
and Innovation capability if it is not yet mature, the relationship becomes insignificant 
(Zhang et al ., 2020). 
H4: Knowledge sharing impacts SMEs Performance through Innovation Capability 
 
3. RESEARCH METHODS 

A quantitative approach through the explanatory method was applied in this 
study to analyze the relationship between variables. This research was conducted in 
Sidoarjo Regency with SMEs as the object of research because in terms of territory, 
Sidoarjo Regency has the largest contribution to the formation of gross value with the 
order of number 2. The population used in this study was Sidoarjo Regency SMEs 
based on the scale of small and medium businesses. The non-probability sampling 
technique through the saturated sampling sample selection technique because the 
population is relatively small. The sample of this study amounted to 31 respondents 
with the criteria of a Small business scale generating income of approximately 2M-
15M and a Medium business scale generating income of 15M-50M . Primary data 
collection was carried out online through a questionnaire based on a Likert scale (1 to 
5) which was distributed via Google Form . Data analysis in this study applied the Partial 
Least Square (PLS) approach. The selection of the PLS method was based on the 
research needs for latent variable score estimation to support further analysis. In 
addition, the characteristics of data sourced from secondary data, which tend to have 
limitations in terms of theoretical validity of measurement, make PLS the right 
method to use (Hair et al ., 2021). 
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4. RESULTS AND DISCUSSION 
Results 
Respondent Characteristics 

Table 2. Overview of respondents 

Respondent Distribution Frequency Presentation 

Types of 
SMEs 

Food and Drink 14 45.2% 

Fashion 6 19.4% 

Furniture 3 9.7% 

School Supplies 3 9.7% 

Electronic 1 3.2% 

Building materials 
or materials 

2 6.5% 

Etc 2 6.5% 

Long 
Standing 

Less than 3 years 6 19.4% 

More than 3 years 25 80.6% 

Position 
Owner/Owner 19 61.3% 

Manager/decision 
maker 

12 38.7% 

Annual 
Turnover 

>Rp.50,000,000 - 
Rp.500,000,000 

12 38.7% 

> Rp.500,000,000 
- 
Rp.10,000,000,000 

17 54.8% 

Rp.10,000,000,000 
 

2 6.5% 

Table 2 shows the demographic characteristics of respondents based on the 
type of SME , length of business establishment, position, and length of service. 
The majority of respondents are Owners and Managers, 19 Owners (61.3 % ), 
while the rest are Managers 12 (38.7%). 
Measurement Model Analysis 
Convergent Validity Test 
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Figure 3 Loading Factor 

The purpose of the convergent validity test is to verify that each research 
instrument actually measures the intended variable by looking at the outer 
loading value . The minimum limit that must be met in measuring convergent 
validity is that the outer loading exceeds 0.70 and the AVE exceeds 0.50 (Hair et 
al., 2021) . 

 
Table 3. Outer Loading 

 Knowledge 
sharing 

Innovation 
Capability 

SME 
Performance 

Information 

X.1 0.811   Valid 

X.2 0.838   Valid 

X.3 0.811   Valid 

X.4 0.825   Valid 

X.5 0.726   Valid 

X.6 0.892   Valid 

Z1  0.917  Valid 

Z2  0.817  Valid 

Z3  0.763  Valid 

Z4  0.804  Valid 

Y1   0.940 Valid 

Y2   0.886 Valid 

Y3   0.934 Valid 

Y4   0.922 Valid 

Y5   0.929 Valid 

Y6   0.970 Valid 

Smartpls Data Processing Results 
Based on the outer loading data in Table 3, each indicator has a value exceeding 
0.7 , so it meets the validity requirements and can be used for further testing. 
Indicator Y6 has the highest value, namely (0.970), on the other hand, indicator 
X5 has the lowest value, namely (0.726). 
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Reliability Test 
Table 4. Construct Reliability and Validity 

 Cronbach's 
Alpha 

rho_A Composite 
Reliability 

AVE 

Knowledge 
sharing (X) 

0.879 0.881 0.908 0.623 

Innovation 
capability 
(Z) 

0.844 0.853 0.896 0.684 

SME 
Performance 
(Y) 

0.957 0.959 0.966 0.825 

Smartpls Data Processing Results 
Referring to table 4, Hair et al . (2021) the minimum standard for evaluating 
convergent validity is that the outer loading value must exceed 0.70 and the AVE 
value must exceed 0.50. The test results show that the Cronbach's Alpha value 
for all latent constructs is above the threshold of 0.70 , which indicates that the 
research instrument has adequate internal reliability. Meanwhile, the AVE value 
is used to assess the extent to which the indicator is able to explain the variation 
of its construct. The use of AVE is considered stricter than composite reliability 
because it emphasizes the convergent validity of the construct being tested. A 
minimum of 0.50 is recommended for the AVE value (Hair et al ., 2021). Based 
on Table 4, all AVE values are recorded as exceeding 0.50 . This indicates that 
each indicator has met the required convergent validity criteria and has a 
sufficient level of consistency to proceed to the next testing stage. 
Discriminant Validity Test 

Discriminant validity measures the difference between one construct and 
another, and the extent to which the indicator represents the intended 
construct. Discriminant validity assessment can be done using the heterotrait-
monotrait ratio (HTMT). The acceptable HTMT limit value is <0.90 (Hair et al 
., 2021) 

Table 5. Discriminant Validity Test 

 Innovation 
Capability 

Knowledge 
sharing 

Performance 
of SMEs 

Innovation 
Capability 

0. 827   

Knowledge 
sharing 

0. 847 0. 789  

Performance 
of SMEs 

0. 854 0. 889 0.908 

Source: Smartpls Data Processing Results 
From table 5, the results of the research data processing show that the HTMT 
value for each latent variable indicator is above 0.90 . Thus, it can be concluded 
that all latent variables do not meet the discriminant validity criteria. 
 
Structural Model Analysis 
R Square 

The coefficient of determination or often called R-Square, is a 
statistical measure that indicates how far the variation that occurs to the 
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dependent variable can be explained by the independent variable in a model. The 
contribution that can be generated is proportional to the R-Square value . Based 
on (Hair et al ., 2021) , an R-Squared value of 0.75 or more indicates a very strong 
relationship, a value between 0.50 and 0.75 indicates a moderate relationship, 
and less than 0.50 indicates a weak relationship. 

Table 6. R Square 

 R Square R Square Adjusted 
SME's 
Performance 

0. 827 0. 815 

Innovation 
Capability 

0. 717 0. 707 

Smartpls Data Processing Results 
The very strong relationship of the independent variable to SMEs Performance and 
Innovation capability is shown by the analysis of the R Square and Adjusted R Square 
values in table 6, where the R Square values are 0.827 and 0.717 respectively, both 
of which exceed the limit of 0.75. According to (Hair et al ., 2021) , most of 
the variations in the dependent variable can be explained by the independent variables 
in the model. The R Square value has a slightly lower value, namely 0.815 and 
0.707. This shows that the research model has a strong fit and is able to predict 
the dependent variable accurately. 
Hypothesis Testing 

Table 7. Path Coefficient 

 Original 
Sample 

T 
Statistics 

P 
Values 

Knowledge 
sharing -> SME 
Performance 

0. 585 2,577 0. 010 

Knowledge 
sharing -> 
Innovation 
Capability 

0. 847 21,638 0.000 

Innovation 
capability -> 
SME 
Performance 

0.3 59 1,545 0. 123 

Smartpls Data Processing Results 
The following are the results of the hypothesis test according to the table; 

1) The Influence of Knowledge Sharing on SME Performance 
The Original Sample (O) value is 0.585 through T Statistics which is 2.577 and 
P Values of 0.010 indicate that Knowledge sharing has a significant impact on 
SME performance . Through the P value < 0.05 , it can be concluded that 
Knowledge sharing significantly increase the level of SME performance . 

2) The Influence of Knowledge Sharing on Innovation Capability 
The Original Sample (O) value is 0.847 through T Statistics which is 21.638 
and P Values 0.000 indicate that Knowledge sharing has a significant impact on 
Innovation Capability . Through the P value < 0.05 , it can be concluded that 
Knowledge sharing increases the level of Innovation Capability significantly. 

3) The influence of innovation capability on SME performance 
The Original Sample (O) value of 0.359 through T Statistics 1.545 and P 
Values 0.123 indicates that Innovation capability does not have a significant 
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impact on SME performance . Through the P value> 0.05 , it can be concluded 
that Innovation capability cannot significantly improve SME performance . 

Table 8. Indirect Effect 

 Original 
Sample 

T 
Statistics 

P 
Values 

Knowledge sharing 
-> Innovation 
capability -> SME 
Performance 

0. 304 1,514 0. 131 

Smartpls Data Processing Results 
The Influence of Knowledge Sharing towards SME Performance with 

Innovation capability 
knowledge sharing is not significant indirectly to SMEs Performance 

through Innovation Capability, with an initial sample value of 0.304. The T 
statistic value is 1.514 (less than 1.96 ) and the P value is 0.131 (exceeding 0.05) 
indicating statistical significance, it can be concluded that Knowledge on SME 
Performance Innovation capability does not have a significant effect. 
 
5. DISCUSSION 
The Influence of Knowledge Sharing on SMEs Performance 

Knowledge sharing has a significant impact on SMEs performance. Sharing 
new knowledge can increase creativity and efficiency, thus helping to produce 
improved performance in SMEs. In line with research by Rochma & Pujianto 
(2024), knowledge sharing has a positive and significant impact on SME 
performance because it allows the transfer of knowledge and skills among 
members of the organization . Theoretical perspective Knowledge-Based View 
(KBV) places knowledge as an asset that can generate competitive advantage if 
managed and shared effectively ( Grant, RM 1996). According to Abimanyu, A. 
et al ., (2022) SMEs that are able to manage the knowledge sharing process efficiently 
will be superior in facing business challenges. Therefore, knowledge sharing is not 
only an additional activity, but is a core element in the strategy to improve SME 
performance. Findings in the field show that by sharing knowledge, Sidoarjo 
SMEs can achieve sustainable business growth and adapt more quickly to 
market changes. The results are in line with the findings of (Muafi et al . 2021), 
which obtained the results that all Knowledge sharing has a positive and significant 
impact on SME performance. 
 
The Influence of Knowledge Sharing on Innovation Capability 

Knowledge sharing has a significant impact on innovation capability, where 
a high level of knowledge sharing coupled with the ability to innovate can certainly 
be used as a weapon that can make it easier for SMEs to achieve good 
performance. The ability to create innovation plays an important role in 
producing unique and value-added products, which ultimately can open up new 
market potential for SMEs (Anggraini et al ., 2022). This research is reinforced 
by research by Abimanyu et al ., (2022) which explains that knowledge sharing (KS) 
has a positive and significant impact on business innovation capability (IC), which 
contributes to increasing innovation in producing better products and services. 
In the perspective of Knowledge-Based View (KBV), knowledge is positioned as 
the main strategic resource which, if managed and shared effectively, will create 
a competitive advantage ( Grant, RM 1996). Therefore, knowledge sharing not only 
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strengthens innovative capacity, but is also important in shaping the 
competitiveness of SMEs in a sustainable manner ( Maulana et al ., 2022). High 
knowledge sharing can increase its level of innovation. This study is in line with the 
findings of Castaneda & Cuellar (2020) Knowledge sharing is the transfer of 
information, skills, and experience into practice, such as innovation. This is 
what triggers Knowledge sharing to play an important role for SMEs or businesses. 

 
The influence of innovation capability on SMEs performance 

Innovation capability does not have a significant impact on SME 
performance, not all innovations are well received by SMEs engaged in business 
sectors that are less sensitive to innovation. In addition, SMEs that are still in 
the early stages of development - especially those operating for less than three 
years tend to focus on business stabilization and achieving break-even points . In 
this phase, resources are usually still limited, so that the implementation of 
innovation does not immediately show real results on performance, even 
innovative efforts can be an additional burden if not supported by a mature 
system or strong market understanding (Giardino et al ,. 2022). In the Knowledge-
Based View (KBV) Perspective, knowledge is indeed considered a strategic asset, 
but its effectiveness is highly dependent on the organization's ability to manage 
it adaptively and contextually ( Grant, RM 1996). If the knowledge or 
innovation produced does not match market needs or cannot be optimally 
implemented due to limited resources, then the innovation will not have a 
significant impact on performance (Suaeb, Wijana 2024). In line with the 
findings of Cahyani et. , Al (2022) on SMEs found that innovation capability 
did not have a significant effect on the performance of these SMEs. that 
although there were efforts to innovate in products, this did not significantly 
improve the performance of SMEs in Sidoarjo. In practice, not all SMEs 
implement the latest technological innovations. However, the adoption of this 
technology does not necessarily have a direct impact on improving business 
performance, especially in terms of income because the implementation process 
generally requires a greater investment cost (Aristana et. , Al 2022). So the 
financial turnover that SMEs have becomes less healthy, and triggers an impact 
on the operations of SMEs. 
 
The influence of knowledge sharing on SMEs performance through 
innovation capability . 

This finding shows that Knowledge sharing has a positive and significant 
impact on SMEs Performance . However, this hypothesis indicates different 
results if mediated by innovation capability. Knowledge sharing has no significant 
impact on improving SME performance mediated by innovation capability. 
This shows that the implementation factor is weak and not optimal, because in 
SMEs not all information is used to carry out innovation. Although in the 
theoretical perspective, the Knowledge-Based View (KBV) states that knowledge is 
considered a primary resource in creating sustainable competitive advantage 
(Grant, 1996) to improve innovation capabilities and performance (Maulana et 
al ., 2022). In the field, many SMEs in Sidoarjo are more oriented towards fast 
production and sales than continuous innovation, so that Innovation capability is 
not the main factor in improving their performance, such as tight competition, 
and market fluctuations are more dominant in determining the success of 
SMEs, SMEs that have implemented innovation capabilities are fashion SMEs, 
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bag and suitcase industry, and electronics. However, SMEs that have 
implemented innovation capabilities but are not effective include furniture 
SMEs, school equipment, building materials, and food, so that Knowledge sharing 
through Innovation Capability cannot affect SME performance. This study can be 
strengthened by researchers Arman Hadi et al ., (2023) Competitive advantage 
may not be able to mediate the relationship between innovation capabilities and 
SME performance because innovation may not be the main goal of the results 
desired by business owners. 

 
6. CONCLUSION 

Based on the research conducted, it can be concluded that knowledge 
sharing has a significant positive effect on the performance of Small and 
Medium Enterprises (SMEs) in Sidoarjo. Although innovation capability does 
not show a significant direct effect on SME performance, this study confirms 
the importance of a knowledge sharing culture to improve SME 
competitiveness. In addition, this study shows that effective interaction in 
knowledge sharing can help SMEs adapt to market changes and create better 
innovations. However, challenges in implementing innovation capabilities are 
still obstacles that need to be overcome so that SMEs can maximize the 
potential of innovation in improving their performance. This study provides 
valuable insights for stakeholders in developing strategies to improve SME 
performance through improved knowledge sharing practices. 

 
 
BIBLIOGRAPHY 
[1]. Abimanyu, A. (2022). The role of knowledge sharing and innovation capability in accelerating SME 

performance (Study on creative SMEs in Malang City). Asian Journal of Business and Economics, 195–204. 
[2]. Akram, T., Lei, S., Haider, M. J., & Hussain, S. T. (2020). The impact of knowledge sharing on SME 

innovation and performance. Journal of Innovation & Knowledge, 5(3), 210–217. 
[3]. Aqida, M. S., & F. (2019). The influence of financial access on the growth of MSMEs with financial literacy 

moderation in Semarang City. Diponegoro Journal of Management, 8. 
[4]. Arman Hadi, Utaminingsih, A., & Kuswardani, D. C. (2023). The role of competitive advantage as a 

mediating variable of innovation and entrepreneurial marketing capability on marketing performance (Study 
on food and beverage SMEs in Central Java province). Journal of Applied Management and Accounting 
Science (JIMAT), 14(1), 1–10. 

[5]. Awoleye, O., Ilori, O. M., & Oyebisi, T. O. M. (2020). Sources of innovation capability and performance of 
ICT agglomerated MSMEs in Nigeria. International Journal of Innovation Management, 24(4), 1–33. 

[6]. Castaneda, D. I., & Cuellar, S. (2020). Knowledge sharing, organizational trust and innovation capability: An 
empirical study. Journal of Knowledge Management, 24(2), 183–206. https://doi.org/10.1108/JKM-04-
2019-0157 

[7]. Comite, U., et al. (2021). The inter-relationship between innovation capability and SME performance: The 
moderating role of the external environment. Sustainability, MDPI. 

[8]. Giardino, G., Wang, X., & Abrahamsson, P. (2022). Why early-stage software startups fail: A behavioral 
framework. arXiv preprint arXiv:1709.04749. 

[9]. Grant, R. M. (1996a). Toward a knowledge-based theory of the firm. Strategic Management Journal, 
17(Winter Special Issue), 109–122. 

[10]. Grant, R. M. (1996b). Prospering in dynamically-competitive environments: Organizational capability as 
knowledge integration. Organization Science, 7(4), 375–387. 

[11]. Hair, J. F., Hult, G. T., Ringle, C., & Sarstedt, M. (2021). Partial least squares structural equation modeling. 
In Handbook of Market Research. https://doi.org/10.1007/978-3-319-57413-4_15 



LITERACY : International Scientific Journals of Social, Education, Humanities 2025 (April),  

vol. 4, no. 1, Gulo, et al. 122 dari 123 

 
 
[12]. Hon, A. H. Y., Fung, C. P. Y., & S. (2022). Willingness to share or not to share? Understanding the 

motivation mechanism of knowledge sharing for hospitality workforce. Journal of Hospitality Marketing and 
Management, 77–96. https://doi.org/10.3390/admsci10030062 

[13]. Jordão, R. V. D., Almeida, V. D., & Novas, J. (2022). Intellectual capital, sustainable economic and 
financial performance and value creation in emerging markets: The case of Brazil. The Bottom Line, 35(1), 
1–22. 

[14]. Kim, M.-K., Park, J.-H., & Paik, J.-H. (2018). Factors influencing innovation capability of small and 
medium-sized enterprises in Korean manufacturing sector: Facilitators, barriers and moderators. 
International Journal of Technology Management, 76(3/4), 214–235. 

[15]. Kristinae, V., Wardana, I., Giantari, I., & Rahyuda, A. (2020). The role of powerful business strategy on 
value innovation capabilities to improve marketing performance during the COVID-19 pandemic. Uncertain 
Supply Chain Management, 8(4), 675–684. 

[16]. Larassaty, A. L., Novie, M., Tanaya, V., & Prastyawati, E. E. (2022). Trend of online entrepreneurship 
seminars; Knowledge absorption capability as a mediator of knowledge sharing of SME members in creating 
SME innovations in Sidoarjo. Journal of Research and Technology, 8(1), 75–86. 

[17]. Le, P. B., & Lei, H. (2019). Determinants of innovation capability: The roles of transformational 
leadership, knowledge sharing and perceived organizational support. Journal of Knowledge Management, 
23(3), 527–547. 

[18]. Lee, J., & Jin, Y. (2022). Knowledge coupling, innovation capability, and SME performance during crisis. 
Journal of Engineering and Technology Management, 71, 101802. 
https://doi.org/10.1016/j.jengtecman.2023.101802 

[19]. Lee, S. M., & Park, J. W. (2021). Knowledge sharing barriers and innovation performance in small 
businesses. Journal of Small Business Management, 34(2), 145–162. 

[20]. Lin, H. F. (2007). Knowledge sharing and firm innovation capability: An empirical study. International 
Journal of Manpower, 28(3/4), 315–332. 

[21]. Marjerison, R., Andrews, M., & Kuan, G. (2022). Innovation capability as a mediator in the relationship 
between knowledge sharing and organizational performance. Sustainability, 14(8), 4531. 
https://doi.org/10.3390/su14084531 

[22]. Martinez, P., Garcia, F., & Lopez, R. (2023). Knowledge sharing practices and their impact on SME 
performance: The mediating effect of innovation capability. International Small Business Journal, 41(3), 456–
478. 

[23]. Maulani, D., Wulandari, A., Octaviani, N., & Sukaesih, P. E. (2023). Assistance in the preparation of 
financial reports for small and medium enterprises (SMEs) in Sukajadi Village. Sinkron: Uika Jaya Community 
Service Journal, 1(2), 53–63. 

[24]. Muafi, Siswanti, Y., Diharto, A. K., & Salsabil, I. (2021). The role of knowledge sharing in the relationship 
between empowering leadership and innovation performance: An empirical study of SMEs in Yogyakarta, 
Indonesia. Journal of Asian Finance, Economics and Business, 8(2), 1055–1064. 

[25]. Muawanah, C., & Pujianto, W. E. (2024). Innovation capability on organizational performance: Dynamic 
marketing capability as a mediating variable. Dialectics, 88–101. 

[26]. Nham, T. P., Nguyen, T. M., Tran, N. H., & Nguyen, H. A. (2020). Knowledge sharing and innovation 
capability at both individual and organizational levels: An empirical study from Vietnam's telecommunication 
companies. Management and Marketing, 15(2). https://doi.org/10.2478/mmcks-2020-0017 

[27]. Nurhayati, I., Sunardi, N., Sumiati, S., & Mawardi, M. (2021). Knowledge sharing and innovation 
capability: A study of SMEs in Indonesia. International Journal of Innovation, Creativity and Change, 15(3), 
101–120. 

[28]. Odoom, R., & Mensah, P. (2019). Brand orientation and brand performance in SMEs: The moderating 
effects of social media and innovation capabilities. Management Research Review, 42(1), 155–171. 
https://doi.org/10.1108/MRR-12-2017-0441 

[29]. Phung, A. T., et al. (2021). Innovation capability in SMEs: Resource-based view perspective. Sustainability, 
MDPI. 



LITERACY : International Scientific Journals of Social, Education, Humanities 2025 (April),  

vol. 4, no. 1, Gulo, et al. 123 dari 123 

 
 
[30]. Pranowo, A. S. (2021). The mediating role of innovation capability in the relationship between knowledge 

sharing and SMEs’ performance. BIRCI-Journal, 3890–3899. 
[31]. Ramdan, R. (2022). SMEs performance in Malaysia: The role of contextual ambidexterity in innovation 

culture and performance. Sustainability, MDPI, 1–18. 
[32]. Rochma, F., & Pujianto, W. E. (2024). The influence of spiritual capital and knowledge sharing on SME 

performance. Economic and Business Innovation, 6(3), 9–24. 
[33]. Sain, A. M. (2019). The effect of innovation ability on company performance (A study on Batik Jumputan 

SMEs in Yogyakarta). Unpublished manuscript, 1–18. 
[34]. Saunila, M. (2019). Innovation capability in SMEs: A systematic review of the literature. Journal of 

Innovation and Knowledge, 5(4), 260–265. 
[35]. Tsou, H.-T., & Hsu, S. H.-Y. (2015). Performance effects of technology–organization–environment 

openness, service co-production, and digital-resource readiness: The case of the IT industry. International 
Journal of Information Management, 35, 1–14. 

[36]. Utama, L., Widjaja, O. H., & Lego, Y. (2020). The influence of entrepreneurial orientation on competitive 
advantage in creative industry SMEs with innovative capacity as a mediating factor during the COVID-19 
pandemic. Jurnal Bina Manajemen, 9(1), 30–43. https://doi.org/10.52859/jbm.v9i1.113 

[37]. Yusnita, D. H. (2022). The influence of learning organization and self-efficacy on employee performance 
mediated by knowledge sharing at the Pasuruan City Manpower Office. Journal of Elementary Education 
and Social Humanities, 2151–2166. 

[38]. Zhang, L., & Liu, H. (2020). Knowledge sharing, innovation and performance in Chinese SMEs: The 
mixed effects. Asian Journal of Technological Innovation, 28(2), 207–231. 

 


