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abstract

Background: Micro and medium enterprises are the backbone of the economy, contributing 
more than fifty per cent of the GDP in various countries. However, many SMEs that are 
difficult to develop cannot even exist in a dynamic business climate. 
Purpose: Research is necessary to determine priority strategies for improving SMEs 
performance. 
design/methodology/approach: This study used the AHP methodology, with respondents 
totaling five experts in their fields. The hierarchy in AHP analysis was divided into four levels: 
Objectives, Factors, Actors, and Alternatives.
Findings/results: Based on the results of the analysis, the factors that played a role in the 
strategy of improving SMEs' performance were the Innovativeness factor, the actor that 
played the most significant role was SMEs, and the top priority strategy to improve SMEs' 
performance was to increase the innovative and proactive nature of SMEs through one-on-
one mentoring.
conclusion: This comprehensive analysis reveals that fostering growth in SMEs necessitates 
a multifaceted approach. Cultivating a proactive and inventive mindset through personalized 
mentoring and encouraging the pursuit of new opportunities are crucial. Furthermore, 
enhancing adaptability by facilitating exposure to larger business ecosystems through 
company visits enables SMEs to remain agile and informed. Finally, strengthening digital 
marketing skills and ensuring product quality are paramount for successful implementation 
of growth strategies. These findings underscore the importance of a targeted yet diverse 
approach to empower SMEs, aligning perfectly with the overarching goal of bolstering their 
performance and ensuring their sustained success.
originality/value (state of the art): While existing literature acknowledges the importance 
of various factors in SME success, this research provides a novel contribution by: Utilizing 
AHP: This robust methodology allows for a structured and quantifiable prioritization of 
factors influencing SME performance, moving beyond descriptive analyses. Expert-Informed 
Insights: By incorporating the expertise of five field specialists, the study ensures practical 
relevance and nuanced understanding of the SME landscape. Focus on Proactive Innovation: 
The findings highlight the crucial role of fostering a proactive and inventive mindset among 
SME owners as a key driver of performance improvement.
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inTroducTion 

The volume of SMEs in the business world exceeds 70% 
of all current businesses (OECD, 2019) with SMEs in 
Indonesia accounting for 99.99% of all business players 
in Indonesia, or 56.54 million units (Bank Indonesia 
dan LPPI, 2015).  In the territory of Organization for 
Economic Co-operation and Development (OECD) 
countries, SMEs represent practically the entire 
business community, accounting for over 70% of 
total employment and contributing between 50% and 
60% to income (OECD/ERIA, 2018). SMEs have 
contributed up to 95% of all businesses in OECD 
nations, even during the 2009 economic recession  (Lee 
& Kim, 2019). Due to a large number of failing firms, 
it is essential to investigate a business’s performance 
(SME). According to the GEM 2019 report (Bosma & 
Kelley, 2019) the large number of enterprises that cease 
operations can be attributed to a variety of factors, such 
as the business not being successful, the business being 
sold, bureaucratic issues, and others.

SMEs have been shown to play a significant and critical 
role, but they also face several challenges to continue to 
exist and even thrive (Amir et al. 2016). Several studies 
have identified essential concerns (problems) of SMEs 
to survive and flourish, including human resources/ 
social capital/norms (Bartlett & Bukvič, 2001; 
Canada, 2018; Nawangpalupi et al. 2015; Octasylva 
et al. 2022; Rafiki, 2020) marketing (Irjayanti & 
Azis, 2012; Octasylva et al. 2021), low productivity 
(Amir et al. 2016), lack of management capabilities 
(Bodlaj et al. 2020; Moyle et al. 2020). Also, MSMEs 
have weaknesses in a lack of competence, capacity, 
knowledge and ability to adapt. Their failure to adapt 
(in the digital era) makes them late in updating their 
potential and opportunities to develop their business. 
They are also often hampered by high investment costs 
in developing their business, especially those related to 
technology and digitalization (OECD, 2019).

Given the significance of SMEs to the national 
economy, it would be a tragedy if this sector could not 
be optimally optimized. To optimize the function of 
SMEs, one factor that must be examined is that their 
performance needs to be optimally optimized. One 
factor that must be examined is their performance in 
optimizing the function of SMEs. A firm’s performance 
is the ability of a business to determine the success rate 
of a company over a specific time period (Salisu et al. 
2017).  Even though the function of SMEs is vital, their 

development since 2015 (Kementrian Koperasi dan 
UKM Republik Indonesia, 2019) has been unbalanced 
(the development of SMEs tends to plateau), such that 
these SMEs cannot contribute optimally to overcoming 
different economic and social challenges in Indonesia. 
SME performance can only be optimized with a lack 
of competence, capacity, knowledge, and skills on the 
part of SME players to adapt and run their businesses 
(OECD, 2019). In truth, the skills referred to in 
this context are widely dynamic and viewed as the 
procedures that enable a company to attain excellent 
performance (Wilden et al. 2013).  Some abilities can 
impact the operation of a business, such as managerial, 
organizational, innovation, adaptability, and dynamic 
ability. Management Ability, Business Process 
Capability (Ali et al. 2017; Ict, 2003; Kor & Mesko, 
2013; Nurmadewi & ER, 2019; Van Den Bosch & Van 
Wijk, 2000; Zhang & Merchant, 2020). External and 
internal variables influence the development of these 
abilities. Adaptive and marketing capabilities are the 
dynamic capabilities used in this study, based on past 
research. This research aims to develop alternative 
techniques to improve SMEs based on factors that 
influence SME performance.

Many factors can influence the success of SMEs from 
the inside (entrepreneur orientation), including risk-
taking, innovativeness, and proactivity. Innovativeness 
refers to the capacity of micro, small, and medium-
sized enterprises (SMEs) to implement innovative and 
original ideas and carry out due diligence activities, 
such as developing new products, processes, suppliers, 
and raw materials. Innovativeness is also viewed as 
one of the essential elements of entrepreneurship 
that provides the values that businesses desire while 
attracting new modifications or combinations via 
unique ideas and approaches (Octasylva et al. 2022). 
A second sign is proactivity. Proactivity is the capacity 
to make strategic decisions in a progressive path to 
dominate the market by discovering and exploiting 
market opportunities and recognizing market changes 
before other rivals. This is essential for establishing a 
competitive edge and sustaining projects by identifying 
new possibilities based on future demands and 
creating and introducing new products and services 
to the market. An entrepreneur must have technical 
and management expertise to identify new company 
prospects while monitoring market and societal shifts 
(Cho & Lee, 2018; Gunasekaran et al. 2011; Darmi et 
al. 2022; Korneeva & Strielkowski, 2023; S. Zhao & 
Zhu, 2017). 
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dynamic capability

Dynamic capacity is an organizational process or 
strategy through which a business creates new resource 
configurations in response to market demands (Etemad, 
2009).  Such dynamic capacities need that firms develop 
procedures that let them alter procedures, products, 
and even markets over time. The sorts of capabilities 
required to enhance performance, specifically:
1. Adaptive capacity is a company’s ability to modify 

its understanding of business market expectations 
by recognizing and preserving its core capabilities, 
resources, and other organizational processes 
(Eshima & Anderson, 2017).  In addition to 
absorptive capability, Biedenbach and Müller (2012) 
assert that adaptive capability is the ability to detect 
and capitalize on developing market possibilities, 
making it a substantial contributor to performance. 
Ali et al. (2017) state adaptive capabilities can guide 
how companies interact with external entities, such 
as customer, competitor, and technology market 
scanning, as well as help manage and reshape 
internal entities, such as change management and 
resilience and time-bound availability based both 
on the company’s capabilities and the nature of 
environmental change.

2. A marketing capability is a series of integrative 
activities designed to apply collective knowledge, 
skills, and company resources to market needs 
related to business, thereby enabling a business to 
add value to goods and services, meet competitive 
demands, and improve company performance 
(Chahal & Kaur, 2013). Xin et al. (2020) discovered 
that marketing capability influences the formation 
of new products (innovation). This is due to 
marketing capabilities that enable companies to 
predict changes on the demand side (having market 
knowledge) and how the market develops, as 
well as establishing and maintaining long-lasting 
relationships with customers, suppliers, and channel 
members in social networks.

social capital

Social capital improves a company’s performance 
(Akintimehin et al. 2019).  The concept of social capital 
was conceived on the premise that a society cannot exist 
and modified to solve its numerous problems. In order 
to overcome these issues, which in this instance include 
economic issues, there is a need for good community 
unity and cooperation from all involved parties (Syahra, 

Social capital is the source of the external influences 
that influence dynamic capacity. Social capital is a 
collection of relationship-based resources, including 
social interaction, social bonds, relationships of trust, 
and value systems, that support behavior in certain 
social circumstances (Fukuyama, 1995).  In the context 
of SMEs, social capital is an important element in 
forming social bonds and interactions in an institutional 
association so that each.  SME can support one another, 
particularly in terms of sharing knowledge about the 
design process and products in order to enhance the 
innovation capabilities of SME owners. Existing ideas 
and conventions promote knowledge-sharing behaviors 
based on cognitive and communication abilities. 
Social ties involving SMEs that can give access to 
important resources such as knowledge, influence, 
and solidarity result in self-assurance, solidarity, 
and the facilitation of business operations. Intention 
(motivation), social capital, financial innovation 
(crowdfunding), networking, trust, selling capability, 
pricing capability, employee compensation, marketing 
ability, entrepreneurial orientation, innovative capacity, 
dynamic capability, public intervention (Marketing, 
credit, training, innovation and export support, as well 
as tax simplification), managerial skill, and adversity 
are some predictors of company performance that have 
been studied in the past.   
  
To achieve success, SMEs need to incorporate 
these factors into their strategic planning and daily 
operations. By cultivating a culture of innovation, 
SMEs can encourage their employees to think outside 
the box, embrace change, and continually look for ways 
to improve products, services, and processes. Proactive 
steps can include market research, staying up to date on 
industry developments, and establishing contingency 
plans to mitigate risks. Additionally, cultivating strong 
relationships within the business community and 
actively engaging with customers can increase SMEs’ 
social capital, creating an environment that supports 
growth and sustainability (Korneeva & Strielkowski, 
2023; Wang et al. 2021; F. Zhao, 2014; S. Zhao & Zhu, 
2017).

In the next section, we will examine specific strategies 
and best practices that SMEs can employ to leverage 
innovation, proactiveness, and social capital to succeed 
in a competitive business landscape. This is a novelty 
to fill the research gap in previous research (Fadzil & 
Rashid, 2022; Wang et al. 2021)
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in Iran, used a dataset of 150 SMEs to examine the 
relationship between EO anand financial performance  
(Wales, 2016). The findings of this study confirmed a 
positive relationship between EO dimensions and SME 
financial performance (Jalali et al. 2013). Another 
empirical study conducted in Austria analyzed the 
impact of customer orientation and entrepreneurial 
orientation on SME growth (Eggers et al. 2013). This 
study found a positive relationship between EO and 
SME growth, indicating that SMEs with high levels 
of EO are more likely to experience growth. these 
findings highlight the importance of EO as a crucial 
factor influencing SME performance.

Innovativeness within EO refers to the ability of 
entrepreneurs to introduce new products, services, 
or processes to the market. Proactiveness, on the 
other hand, involves a forward-thinking approach to 
identifying and capitalizing on opportunities before 
competitors. Risk-taking is an essential dimension of 
EO as it reflects the willingness of entrepreneurs to 
take calculated risks in pursuit of business growth. 
Lastly, competitive aggressiveness pertains to the 
assertiveness and assertive strategies employed by 
entrepreneurs to gain a competitive edge in the market 
(Mariani & Anom, 2020; Solikahan & Mohammad, 
2019).

Research has shown that SMEs with a strong EO tend 
to outperform their counterparts with lower EO. This 
is due to their ability to adapt to changing market 
conditions, identify and exploit new opportunities, and 
challenge the status quo. Understanding the impact of 
EO on SME performance is crucial for entrepreneurs, 
policymakers, and business advisors as it provides 
valuable insights into the drivers of SME success. 
Entrepreneurial orientation has been identified as a 
critical factor influencing the performance of small and 
medium-sized enterprises (Musawa & Ahmad, 2018). 

MeThods
 
In order to comprehend, go deeper, and identify a 
research problem, this research was conducted as 
a multi-method study that began with a literature 
evaluation of prior research relevant to the research 
objectives. Understanding concepts, definitions, and 
the connections between constructs helped combine 
variables from different theories and identify research 
gaps. Later, with responses from SME experts, an 

2003).  Social capital is intrinsic to humans, so a lack 
of social capital will result in numerous value conflicts 
and a lack of trust. The significance of this social capital 
contributes to improved development.

Social networks, civic involvement, reciprocity 
standards, and shared ideas are some of the key 
components of the social capital concept centered 
on interpersonal relationships. According to a 
general definition, social capital is the totality of 
rules, values, and beliefs, as well as the networks, 
social ties, and shared institutions that encourage 
collaboration and group action for mutual gain. It is a 
full multidimensional notion with various dimensions, 
types, and measurement levels. Social capital typically 
comes in the following forms: horizontal and vertical; 
strong and weak; bonding, bridging, and connecting. In 
terms of a social perspective, it can be measured and 
examined on an individual and group level, as well 
as at the micro, meso, and macro levels in terms of a 
geographical perspective.  

entrepreneur orientation

The idea of an entrepreneurial approach is called 
entrepreneur orientation (EO). SME players who 
are also proprietors and whose personal traits and 
inclinations affect the development of their business. 
“EO” is a strategic stance that illustrates how a 
corporation subtly and overtly selects a competitive 
strategy. In other words, EO is the owner or manager’s 
company’s method, practice, and manner of making 
decisions when engaging in entrepreneurial activity 
(Diabate et al. 2019). Entrepreneurial orientation 
concerns ideas, methods, actions, and choices made 
to produce something new that complements prior 
efforts Entrepreneur orientation, also known as 
entrepreneurial orientation, is a critical factor that 
influences the performance of small and medium-
sized enterprises. It encompasses various dimensions 
such as innovativeness, proactiveness, risk-taking, and 
competitive aggressiveness. Scholars have extensively 
studied the impact of EO on SME performance, and 
it has been identified as a key differentiator between 
successful and less successful SMEs (Lestari et al. 
2018; Musawa & Ahmad, 2018).

One study conducted in emerging economies found a 
strong relationship between EO dimensions and SME 
performance (Avlonitis & Salavou, 2007). The study, 
which focused on SMEs in the manufacturing industry 
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Step 1: Identifying the primary issue or goal of choice 
became the first step. This entailed breaking the issue 
down into its component elements. The top level of 
the hierarchy was made up of objectives, the middle 
level was made up of criteria and sub-criteria, and 
the bottom level was made up of decision options. 
 
Step 2: Pairs of comparisons. At this point, each 
component’s significance in decision-making was 
compared to the others. The 9-point scale that 
Saaty devised (Saaty, 1980) was utilized in this 
comparison to blend subjectivity, experience, and 
knowledge intuitively and naturally. As a result, 
only professionals could gather AHP respondents. 
 
Step 3: The relative weight (or priority vector) of an 
element at each level of the hierarchy was calculated. 
To do this, each column’s element was divided by the 
number of its columns, the elements in each resulting 
row were summed, and then the resulting number was 
divided by the number of elements in the row to obtain 
the eigenvector. The hierarchy’s coherence was tested. 
The assessment had to be redone if it failed to fulfill 
the IR requirement of 0.1. The consistency analysis 
was performed using the consistency ratio value, 
which was manually determined by a formula, and the 
inconsistency index value, which was present in the 
analysis output table (Saaty, Thomas - Process, 1980):  
   

CR = CI / RI

Note: CR (consistency ratio); CI (inconsistency index); 
RI (random index)

After conducting the pairwise comparisons, priority 
scores were derived for each criterion and alternative. 
These scores provided a quantitative measure of the 
relative importance of the criteria and the potential 
impact of each strategy on improving the performance 
of MSMEs. The prioritization process facilitated the 
identification of the most critical strategies that should 
be considered for implementation. 

Based on Figure 1, the Analytical Hierarchy Process 
(AHP) framework is used to make multi-criteria 
decisions by considering the hierarchy of relevant 
factors. In improving MSME performance, the 
following explains the AHP framework in 4 levels: 
Level 1: AHP Objectives - MSME Performance 
Improvement Strategy. At this level, the main objective 
of AHP is set, namely, a strategy to improve the 

analytical model was carried out by creating a hierarchy 
utilizing AHP to formulate plans to improve SME 
performance. AHP was a thorough decision-making 
method that considered qualitative and quantitative 
factors (Sasongko et al. 2017). After confirming the 
AHP model, an expert was consulted for advice. 
A statement questionnaire for experts to complete 
was then created based on the final AHP model. 
 
The group of respondents, who were considered 
capable of developing alternative ways for enhancing 
the performance of SMEs, was used as a source of 
information to answer the objectives. Online data 
collection was conducted using the Zoom program in 
2022. A closed- and open-ended questionnaire was 
utilized in this study to examine the current SME 
phenomenon. Specialists from a variety of fields, 
including academia, industry, and policymaking, 
offered suggestions for SME performance enhancement 
methods. In Table 1, the experts consulted for this 
investigation were listed.

Table 1.  Expert Respondents in determining alternative 
strategies for improving SME performance.

Expert Respondents
Head of the Cooperatives and SMEs Office (Government)
E commerce 
Chairman of the SME’s community
Banks that handle SME loans
SME’s

analytical  hierarchy Process

Process hierarchy analytics (AHP) was an approach to 
studying problems in the social sciences and other areas 
(Kim et al. 2018; Singh, 2016). Alternative solutions 
to improve the performance of SMEs were developed 
utilizing process hierarchy analytics (AHP) approaches 
and the analysis of expert opinions. AHP was initially 
introduced by Saaty (Saaty, 1990). AHP could interpret 
complex multi-criteria situations that were unstructured 
and had several levels into a hierarchy that referred to 
a single specified aim (Huang & Yang, 2000; Saaty, 
Thomas - Process, 1980).

The three recognized principles of decomposition, wise 
pairwise comparison, and priority synthesis formed the 
foundation of AHP (Singh, 2016). AHP was used to 
address various problems due to its adaptability and 
pragmatic approach.
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Enhancing the performance of micro, small, and medium-
sized enterprises (SMEs) necessitated designing 
effective strategies to achieve definite and quantifiable 
objectives. Formulating a crucial component of a plan 
that had been analyzed and appraised by numerous 
stakeholders yielded an effective approach. In this 
situation, the Analytical Hierarchy Process (AHP) 
obtained the most effective plan suggestions by ranking 
actors, elements, and alternatives. Munthafa et al. (2017) 
explained that in formulating strategies, consideration 
had to be given to the structure of the hierarchy and the 
validity and tolerance of its inconsistencies; therefore, 
the AHP approach was the most effective method 
for formulating strategies and making decisions. 
 
Saaty (1990) stated that the design of strategies with 
AHP involved three stages: 1) constructing a hierarchy 
of models, 2) assessing criteria and alternatives, and 
3) finding alternatives. In this study, there were four 
layers of the model hierarchy. Level 1 related to aims 
or objectives, level 2 related to factors, level 3 related 
to actors, and level 4 related to alternative strategies. 
The determination of level 1 was based on developing 
the strategy for enhancing the performance of SMEs 
by the highest priorities identified by experts. Level 2 
was derived from the findings of structural equation 
modeling processing that took variables with a major 
influence into account. Level 3 determined which 
players played a significant role in enhancing the 
performance of SMEs, while level 4 was determined 
by conversations with experts before interviews with 
AHP respondents.

performance of MSMEs. It is the highest level in the 
hierarchy and the decision-making process’s primary 
focus. Level 2: Factors Affecting MSME Performance. 
At this level, factors that significantly influence 
the performance of MSMEs are identified. Level 
3: Actors Most Instrumental in Improving MSME 
Performance. At this level, actors who have a crucial 
role in improving MSME performance are considered. 
Level 4: Alternative Priorities for MSME Performance 
Improvement Strategies. This is the lowest level in 
the hierarchy, where various alternative strategies 
to improve MSME performance are evaluated and 
prioritized.

resulTs

Several parties were concerned with strategies to 
enhance the performance of SMEs. This was because 
more than fifty percent of the gross domestic product 
was generated by micro, small, and medium-sized 
businesses. Anwar (2018) highlighted that every aspect 
of the SME business had to be aware of the changes that 
occurred in order to decide the most effective means of 
achieving the desired objectives. Increasingly, Alberti 
et al. (2018) noted that SMEs would concentrate on 
defending themselves against dynamic environmental 
conditions if they were aware of those conditions. 

 

Figure 1. Research framework
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improve the performance of SMEs. This conclusion 
indicates that the government’s role is expected to be able 
to encourage SMEs to continue to care and be aware of 
the situation, which is typically accomplished through 
socialization or entrepreneurship seminars. Companion 
institutions have the third-highest value (0.216), and this 
requirement is met when the accompanying institution 
seeks to assist SMEs in differentiating themselves to 
develop market competitiveness. Banking has value 
(0.104), as banks impose numerous requirements for 
lending that necessitate a proactive stance from SMEs, 
such as the completion of administrative and financial 
filings. The central government has the second-highest 
value on the network.

This suggests that the second most important factor in 
the strategy for improving the performance of SMEs 
is heavily influenced by the central government as a 
regulator that is expected to create an efficient SME 
business ecosystem. Table 3 provides exhaustive 
information regarding the priority of actors.

alternative Priority

Alternative priorities were associated with 
implementing initiatives to enhance the performance 
of SMEs. It was known that the inconsistency value 
for each component was below 10 percent or 0.1, 
indicating that alternative priorities could be a useful 
proposal when choosing strategy priorities. The data 
indicated that 'Strengthening the character of SME 
actors in attempting new things and actively through 
one-on-one help' offered the greatest value compared 
to other options. This was because, without a strong 
character, SME performers would find it difficult to 
confront numerous existing obstacles. Additionally, the 
innovativeness element was recognized as a significant 
contributor to SME performance.

The AHP analysis consists mostly of horizontal and 
vertical stages, with the horizontal step defining the 
initial stage associated with each level’s priority. The 
vertical step is meant for the final phase of establishing 
the optimal choice for the horizontal step’s average 
value. Each level’s description and analysis are offered 
as follows:

Factor Priority

Prioritizing a factor was essential when each element 
could be used to increase performance. According 
to the table, the inconsistency value was 0.00923, 
indicating that the model developed by experts could 
be sustained and encouraged. It was well recognized 
that innovativeness was the strategy’s most significant 
aspect for increasing SMEs’ performance (0.254). This 
condition suggested that innovativeness played a role 
and needed to be enhanced to increase the performance 
of SMEs and sustain the highest performance. 
Additionally, it was anticipated that introducing new 
equipment would enhance the performance of SMEs. 
Furthermore, the network was the second priority with a 
value of 0.188, indicating that SMEs, as small business 
units, required social capital assistance to develop, 
followed by trust, marketing capability, proactiveness, 
and adaptive capability. Table 2 contained the reported 
data.

actor priority

Actors can be viewed as subjects who carry out 
actions and participate in their processes. SME players 
must possess and cultivate all the critical factors for 
enhancing SME performance; this suggests that, in 
general, improving SME performance must begin 
from the inside, i.e., with the actors themselves. The 
government, as a regulator, receives the second-highest 
score, 0.274, due to the perception that its policies can 

Table 2. Priority of factors to improve
Factor Score Priority Inconsistencies

Innovativeness 0,254 1 0.00923
Network 0.188 2
Trust 0.175 3
Marketing Capability 0.160 4
Proactiveness 0.115 5
Adaptive Capability 0.109 6
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Table 3. Priority of alternative actors
Factor Score Priority Inconsistencies

SMEs 0,291 1 0.00923
Central/Regional Government 0.274 2
Companion Institution 0.216 3
Bank 0.104 5
E Commerce / Large Companies 0.116 4
Adaptive Capability 0.109 6

According to AHP’s investigation, mentoring and 
cooperative training were the second most important 
alternative method to enhance digital marketing 
capabilities. This method was directly tied to multiple 
actors (SME actors, government, e-commerce, 
supporting institutions, and banks) for whom training, 
help, and cooperation were required to develop SME 
marketing capabilities. Improving the marketing 
capacities of SMEs had to be complemented by an 
alternative third-priority strategy, namely enhancing 
the ability to respond to environmental changes via 
company visits and accessing diverse communities to 
learn about the most recent business developments. 
 
The fourth alternative strategy priority was to increase 
the quality and consistency of micro, small, and 
medium-sized enterprise (SME) players so they could 
enter and thrive in large corporations and e-commerce. 
Even though this was the fourth priority, it was crucial 
to complete, as, with continual progress, SME players 
would be able to continue because new competitors 
would always be superior. The fifth alternative strategy, 
with the government as the main actor, focused on 
data or 'Improving the quality of government data,' 
with a value of 0.11 as the most recent alternative 
strategy because improving data quality was a long-
term program that would consume time, energy, and 
resources. Even though this was a long-term program, it 
had to be implemented since, with the correct database, 
many government projects would be off-target once 
the development goal was met. This solution was 
chosen because the government had to have precise 
data to make effective rules and policies. Tabulated 
information was presented in its entirety in Table 4. 
 

Based on the calculations performed in the three 
preceding sections, it could serve as a foundation for 
calculating priorities using a vertical approach. The 
outputs of expert selection software were analysis 
computations. On the other hand, this was intended 
to aid in developing an effective organizational 
strategy to enhance the performance of SMEs. 
Figure 1 illustrated the outcomes of the calculations. 
 
At each level, Figure 2 illustrated that there were 
distinct value disparities. In the level 2 group (factors), 
the sequential values of the lowest high were known to 
be 1) Innovativeness, 2) Trust, 3) Network, 4) Adapting 
capability, 5) Marketing capability, and 6) Proactivity. 
To increase the performance of SMEs, innovativeness 
was viewed as the most important component to control. 
When referring to indicators, it was understood that 
innovativeness might take the shape of generating new 
products, services, processes, technologies, and models. 
It was strongly associated with the aspiration to grow 
gradually and over time. It was common knowledge 
that innovativeness began with 1) obtaining ideas from 
internal and external sources, 2) engaging in original or 
modified development activities, and 3) adapting to the 
conditions that arose in the process of innovating. SMEs 
with innovativeness had a greater chance of developing 
and contributing more to business development (Hilmi 
et al. 2011). On the other hand, stakeholders had to 
resolve issues relating to the development of products, 
processes, habits, and finances within the business 
being run. Innovativeness’ natural and well-managed 
character could generate a competitive advantage and 
increase human capital superior to that of the vast 
majority of companies (Ismail & Alam, 2019). Two 
studies described how innovativeness was a crucial 
aspect that had to be handled to gradually enhance the 
performance of SMEs.
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Table 4. Priorities of alternative strategies
Alternative Score Priority Inconsistencies

SME’S Character Strengthening 0,328 1 0.02
Digital Marketing 0.249 2
Adaptability 0.186 3
Improved quality and consistency 0.127 4
Improvement Data quality 0.110 5
Adaptive Capability 0.109 6

Figure 2. Illustrates the outcomes of the calculations.

Level 3 displayed, in order of importance, the most 
important actors in the performance development 
strategy: 1) SME players, 2) Government, 3) Assistive 
institutions, 4) Banks, and 5) E-Commerce. It was 
common knowledge that a strategy for enhancing the 
performance of SMEs could be effective if it began 
with the SMEs themselves. This was due to the fact 
that the main activities would directly touch these SME 
actors. If SME actors could successively implement 
priorities with dedication and consistency, astonishing 
achievements would be realized. Some actors might 
not have been directly involved and served solely 
as success drivers, but this did not imply that they 
were unimportant. Additional actors were required to 
complete the formation of a sustainable SME ecosystem. 
On the other hand, SME actors had to fully measure 
and analyze performance. Measuring the success of 
micro, small, and medium-sized enterprises (SMEs) 
required the establishment of financial, market, and 
entrepreneurial (human resources) performance (Rita & 
Thren, 2019). Hadiyati and Mulyono (2017) emphasized 
that the performance of good and developing SMEs 

had to be measured based on 1) the support of good 
skills and competences, 2) business and management 
capabilities, and 3) the availability of money and data. 
 
Level 4 related to alternative techniques, and it was 
understood that, in order: 1) Developing the character of 
SME actors through one-on-one coaching to actively try 
new things; 2) Increasing digital marketing capabilities 
through mentoring and cooperation training; 3) 
Improving the quality and consistency of SME actors 
so that they could enter and survive in large companies 
or e-commerce. Mentoring was an acknowledged 
necessity for enhancing the moral fiber of micro, 
small, and medium-sized enterprises. For professional 
performers to have constant traits, it was necessary to 
bolster their character from within and provide them 
with coaching. Business activities could function 
smoothly if the actor understood the learning process 
(Alberti et al. 2018), wherein a companion from a team 
of specialists was required to provide input and new 
perspectives in order to respond to arising situations. 
Mentoring activities were associated with the transfer of 
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training to assist MSMEs in enhancing their online 
presence and expanding their consumer base. 3. 
Enhancing the competence and uniformity of MSME 
participants to equip them with the requisite expertise 
and assets for competing against larger enterprises 
or in electronic commerce. 4. Enhance the accuracy 
and reliability of government data to guarantee that 
regulations and policies are specifically tailored and 
efficiently assist micro, small, and medium enterprises 
(MSMEs). To execute these practical consequences, it 
is imperative to collaborate with many stakeholders, 
such as government agencies, business associations, 
educational institutions, and industry specialists.

conclusions and recoMMendaTions

conclusions

Comprehensive analysis, which involved personal 
mentoring, company visits, and training programs, 
found that the key strategy was to foster a proactive 
and inventive mindset among small and medium-sized 
enterprise (SME) owners. This entailed mentoring 
them to enthusiastically embrace novel prospects 
and proactively pursue commercial acumen and 
connections. Later on, it was discovered that the 
capacity of small and medium-sized enterprises (SMEs) 
to adjust to alterations in their surroundings and the 
market had a noteworthy impact. The adaptability was 
enhanced by arranging company visits, which enabled 
small and medium-sized enterprises (SMEs) to connect 
with larger business groups and stay updated on the 
most recent developments. Ultimately, SME actors 
had to strengthen their digital marketing skills and 
improve the consistency and quality of their products to 
implement the tactics listed. In summary, the findings 
validated the need to employ a focused and diverse 
approach to foster the growth of small and medium-
sized organizations (SMEs). This approach aligned 
with the goal of investigating techniques to enhance the 
performance of these businesses.

recommendations

Subsequent studies might expand on our study by 
investigating the enduring impacts of these tactics on 
the performance of small and medium-sized enterprises 
(SMEs) in different economic environments. 
Furthermore, there is a chance to examine the influence 
of technology integration on small and medium-sized 

skills and business acumen; consequently, in order for 
the firm to flourish, aid from specialists (professionals) 
who comprehended the business system was required. 
 
The AHP framework provided a systematic and 
structured approach to evaluating and identifying the 
most critical areas for improvement within an MSME. 
By incorporating AHP analysis into the decision-
making process, MSME owners and stakeholders 
could strategically allocate resources and efforts 
towards the most impactful strategies for enhancing 
overall performance. This approach allowed for a 
comprehensive assessment of the potential benefits and 
risks associated with each strategy, enabling informed 
decision-making based on data-driven insights. By 
using the AHP analysis, MSMEs could prioritize the 
strategies that would have the greatest impact on their 
performance. Furthermore, the AHP analysis took into 
consideration both quantitative and qualitative factors, 
allowing for a holistic evaluation of the different 
strategies. The AHP analysis provided a framework 
for MSMEs to effectively prioritize their strategies by 
considering various factors such as market conditions, 
owner preferences, and available resources (Merlinda 
& Widjaja, 2020). Additionally, the AHP analysis also 
took into account the perspectives and expertise of 
different stakeholders involved in the decision-making 
process. Overall, the AHP analysis was a valuable 
tool for MSMEs to determine priority strategies for 
improving their performance. The AHP analysis allowed 
the decision-maker to systematically evaluate and 
prioritize strategies for improving MSME performance 
by considering various factors and utilizing pairwise 
comparisons (Bae, Gupta, Mau, 2021; Istianingsih et 
al. 2022; Yang, 2022).

Managerial implication 

For micro, small, and medium-sized enterprises to 
expand and succeed, their strategy must be strengthened 
(Rana & Choudhary, 2019). The practical ramifications 
of implementing this method are personalized support 
to MSME participants, which includes guidance and 
counseling, to enhance their skills and self-assurance 
in experimenting with new endeavors. Engage 
in frequent company visits to diverse areas to be 
updated on the most recent business advancements 
and adjust to environmental shifts. Provide digital 
marketing training and guidance to micro, small, and 
medium enterprises (MSMEs).  Enhanced their digital 
marketing capabilities by providing mentoring and 
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Pandemic. JKAP (Jurnal Kebijakan Dan 
Administrasi Publik). 26(1): 47-58. https://doi.
org/10.22146/jkap.67459 
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Eggers F, O’Dwyer M, Kraus S, Vallaster C, 
Güldenberg S. 2013. The Impact Of Brand 
Authenticity On Brand Trust And SME Growth: 
A CEO Perspective. Journal of World Business. 
48(3): 340–348. https://doi.org/10.1016/j.
jwb.2012.07.018 

Eshima Y, Anderson BS. 2017. Firm Growth, Adaptive 
Capability, And Entrepreneurial Orientation. 
Strategic Management Journal. 38(3): 770–779. 
https://doi.org/10.1002/smj.2532 

Etemad H. 2009. Internationalization of Small 
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Theoretical Framework and an Overview. 
Canadian Journal of Administrative Sciences 
/ Revue Canadienne Des Sciences de 
l’Administration. 21(1): 1–21.  https://doi.
org/10.1111/j.1936-4490.2004.tb00319.x 

Fadzil SM, Rashid MF. 2022. A Design Framework For 
Smes Resilience In Malaysia. IOP Conference 
Series: Earth and Environmental Science. 
1082(1): 012006.  https://doi.org/10.1088/1755-
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Economy. Foreign Affairs. 74(5): 89-103. 
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Size Enterprises: An Empirical Research. 
International Journal of Production Research. 
49(18): 5489–5509. https://doi.org/10.1080/002
07543.2011.563831 

Hilmi MF, Ramayah T, Mustapha Y. 2011. 
Innovativeness and Performance of Small and 
Medium Enterprises: Malaysian Perspectives. 
International Journal of Knowledge, Culture 
and Change Management. 10(12): 105–114. 

enterprises (SMEs), particularly in artificial intelligence 
and machine learning, to discover valuable information 
on improvements in efficiency and competitive 
benefits. An area of study that shows promise is the 
impact of formal education and ongoing professional 
development on company growth and innovation 
among SME actors. In addition, the potential of 
government policies and incentives to enhance the 
effect of these techniques on the resilience and growth 
of small and medium-sized enterprises (SMEs) could 
also make useful contributions to the existing body 
of work. Researchers may also explore cross-cultural 
studies to get insight into the varying efficacy of these 
tactics in different areas and socio-economic contexts.
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