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    ABSTRACT

    This study investigates the impact of entrepreneurial orientation on SME performance mediated by social media usage and absorptive capacity. Data were collected from 410 SME owners in Solok City using stratified random sampling based on six industrial sectors and analyzed with SmartPLS 4.0. The results show that entrepreneurial orientation has a positive effect on SME performance, with social media use and absorption capacity acting as significant mediators. These findings indicate that SMEs should prioritize entrepreneurial behavior, social media usage, and absorption capacity in improving performance. This study contributes to the literature on SME performance by examining six industrial sectors that adopt and utilize social media usage and absorption capacity in mediating entrepreneurial orientation on SME performance.
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INTRODUCTION


Small and
Medium Enterprises (SMEs) play a crucial role in driving economic growth,
creating jobs, and improving the well-being of communities in many developing
countries (Teh et al., 2024). SMEs, with limited resources, continually face
difficult choices regarding survival, business expansion, and performance
improvement (Mayr, 2019). Limited resources make SMEs more responsive and
reactive, making them less proactive and less willing to improve performance
(Widjaja & Sugiarto, 2022). Considering the potential and contribution of
the SME sector to the regional economy, the performance of SMEs in Solok City
is considered far from expectations and has experienced a decline.


SME performance is the ability to achieve
company-set goals (Ramdan et al., 2022). Meanwhile, according to Kiyabo &
Isaga (2020), SME performance is the result of business activities measured by
growth in workforce, sales, and assets. According to the Ministry of
Cooperatives and SMEs (2020), SMEs contribute more than 60% of gross domestic
product (GDP) and absorb approximately 97% of the national workforce (Arifin
& Hartono, 2025). Meanwhile, data from the West Sumatra Province Central
Statistics Agency (2023) shows that 759 SMEs in Solok City are still
experiencing difficulties in growth and performance.


Table 1. Labour
Force Growth (TK) Data


Solok City SMEs in 2020 – 2023



 
  	
  Category / Year

  
  	
  Labor Force Growth (Number and
  Percentage%)

  
 

 
  	
  2020

  
  	
  2021

  
  	
  2022

  
  	
  2023

  
 

 
  	
  TK

  
  	
  %

  
  	
  TK

  
  	
  %

  
  	
  TK

  
  	
  %

  
  	
  TK

  
  	
  %

  
 

 
  	
  Small

  
  	
  4.317

  
  	
  111%

  
  	
  5.266

  
  	
  22%

  
  	
  5.630

  
  	
  7%

  
  	
  676

  
  	
  -88%

  
 

 
  	
  Intermediate

  
  	
  980

  
  	
  198%

  
  	
  1.179

  
  	
  20%

  
  	
  1.230

  
  	
  4%

  
  	
  63

  
  	
  -95%

  
 

 
  	
  Total

  
  	
  5297

  
  	
  309.18%

  
  	
  6445

  
  	
  42.29%

  
  	
  6860

  
  	
  0.11%

  
  	
  739

  
  	
  -182.87%

  
 




   
Source: Solok City Department of Trade, Cooperatives, and SMEs, 2024


Data
shows that employment growth in small businesses continues to decline annually.
In 2020, employment growth was 111%, followed by 22% in 2021, 7% in 2022, and
-88% in 2023, indicating a significant decline in small business employment
growth. Similarly, sales growth for medium-sized businesses declined.
Employment growth was 198% in 2020, 2021 (20%), 4% in 2022, and -88% in 2023,
indicating a significant decline in small business employment growth. This
decline also affected sales assets, potentially impacting SME performance.


According
to (Issau et al., 2022), declining performance can hamper the survival of SMEs.
In the long term, it will impact economic development, job creation, unemployment
rates, and poverty (Peter et al., 2018) for a region due to its contribution to
labor absorption (Al-Hakimi et al., 2021). Therefore, SMEs must find ways to
improve their business performance and focus on factors that can improve their
performance (Al-Momani et al., 2023). Despite their strategic role, SMEs face
challenges such as limited resources, access to technology, and low innovation
capabilities. These challenges require SMEs to develop knowledge-based
strategies, enhance entrepreneurial orientation, and utilize digital
technology, including social media, to strengthen business performance.


In
strategic management literature, absorptive capacity is a crucial factor
influencing a company's success in acquiring and managing external knowledge (Arifin
& Hartono, 2025) and plays a crucial role in improving SME performance
(Srivastava & D'Souza, 2020a). According to Mata et al. (2024), absorptive
capacity helps SMEs identify opportunities, value information, adopt new
technologies, and integrate market information into business processes for
profitable purposes. On the other hand, entrepreneurial orientation reflects a
company's tendency to pursue new market opportunities and revitalize existing
business areas, characterized by innovation, proactivity, and risk-taking,
which have been shown to contribute to improved company performance (Daradkeh
& Mansoor, 2023). These two concepts are considered strategic foundations
that can boost SME competitiveness.


Furthermore,
the development of digital technology has fundamentally changed the business
landscape. According to Mata et al. (2024), the lack of social media usage and
absorption capacity in SMEs results in suboptimal performance. Social media use
has become a strategic tool for reaching consumers, expanding markets, and
building relationships with customers (Wardati & Er, 2019). According to
Tajudeen et al. (2018) and Abed (2020), for SMEs, social media is not just a
communication tool but also an important medium for obtaining consumer feedback,
accelerating the diffusion of innovation, and strengthening entrepreneurial
orientation, providing benefits and improving SME performance.


Previous research by Qalati et al. (2021)
and Tajvidi & Karami (2021) suggests that social media use positively
impacts SME performance, although these findings are limited to the context of
developed countries. However, these studies have several limitations. First,
most studies only examine the effect of entrepreneurial orientation on SME
performance without considering absorptive capacity as an internal driver.
According to Srivastava & D'Souza (2020b), researchers have noted that
absorptive capacity has not been fully explored, and investigations into
managers' influence on developing an organization's absorptive capacity are
scarce. In this study, which focuses on the role of individuals in developing
absorptive capacity, we focus our investigation on the role of SME managers.


Second,
while social media use has been recognized as a crucial instrument in the
digitalization of SMEs, its role as a mediating variable in the relationship
between absorptive capacity, entrepreneurial orientation, and SME performance
in developing countries has not been widely studied. Third, most research has
been conducted on companies in developed countries with high levels of
digitalization, while empirical evidence from developing countries,
particularly Solok City, remains limited. Therefore, there is an urgent need to
examine the relationship between these variables in the context of SMEs in
emerging markets.


This
research contributes both theoretically and practically. From a theoretical
perspective, this study enriches the literature by integrating the
Resource-Based View (RBV) perspective to explain the mechanisms for improving
SME performance through absorptive capacity, entrepreneurial orientation, and
social media use. From a practical perspective, the results of this study
provide recommendations for SMEs to optimize social media-based digital
strategies, enhance knowledge absorption capabilities, and strengthen
entrepreneurial orientation. Furthermore, this research also provides policy
implications for the government in designing SME capacity-building programs for
the digital economy era.







LITERATUR
REVIEW 


Resource-Based View


According
to Barney (1991) in Abu-Rumman et al. (2021) and Dahan (2023), the
Resource-Based View (RBV) is a theory in strategic management that emphasizes
the importance of a company's resources in achieving a sustainable competitive
advantage. Furthermore, according to Yahaya & Nadarajah (2023),
resource-based theory defines entrepreneurial orientation as an intangible
resource that can improve SME performance. Meanwhile, according to Rodriguez et
al. (2016), social media use is an external resource that refers to a company's
competence in generating, integrating, and responding to information obtained
from interactions with customers. Furthermore, according to Ibarra-Cisneros et
al. (2021), absorptive capacity is a company's ability to improve performance and
achieve a sustainable competitive advantage through the efficient use of
internal resources.


 


Small and Medium
Enterprise (SME) Performance


According
to Ramdan et al. (2022), performance is a company's ability to achieve its
stated goals. According to Alam et al. (2022), performance is a company's
ability to achieve business results and objectives. Meanwhile, according to
Trieu et al. (2023), small and medium enterprise (SME) performance is the
result of management and operational systems that provide information on how
well internal and external resources are utilized. According to Al-Momani et
al. (2023), SME performance measures business activities that result in
achievement and profitability. Furthermore, according to Kiyabo & Isaga
(2020), SME performance is the result of business activities measured by sales
growth, assets, and employee numbers.


 


Entrepreneurial
Orientation and SME Performance


According
to Alhakimi & Mahmoud (2020), entrepreneurial orientation is a resource
with potential value for creating competitive advantage and achieving desired
performance. According to Abu-Rumman et al. (2021), entrepreneurial orientation
is a process, practice, and decision-making process for disseminating an
organization's mission, product, innovation, service, market, or new business
model. According to Ibarra-Cisneros et al. (2021), entrepreneurial orientation
is positively associated with SME performance.


Findings by
Al-Harthi et al. (2023) revealed that entrepreneurial orientation has been
shown to be crucial for company performance, including market share, sales
growth, profitability, stakeholder satisfaction, and overall performance.
Yahaya & Nadarajah (2023) found that entrepreneurial orientation is a
strategic factor that can improve performance because it influences management
activities and processes in SMEs. According to Presutti & Odorici (2019),
entrepreneurial orientation has a significant influence on SME performance
growth. Meanwhile, Karpacz & Wojcik-Karpacz (2024) found that entrepreneurial
orientation has a positive relationship with SME performance.


 


H1         :
Entrepreneurial orientation has a positive and significant effect


   to the
performance of SMEs.


 


Social Media Use, Entrepreneurial
Orientation, and Performance


According
to Qalati et al. (2021) and Tajvidi & Karami (2021), social media is an
internet-based application with an ideological and technological foundation of
Web 2.0, enabling content creation and exchange between users. According to
Parveen et al. (2016), social media use refers to the use of social media for
advertising, communicating with customers, building customer relationships,
branding, and other purposes.


According
to Fan et al. (2021), entrepreneurial orientation has a positive and
significant influence on social media use. The results also revealed that
entrepreneurial orientation plays a significant role in the adoption and use of
social media. Meanwhile, according to Susanto et al. (2023), entrepreneurial
orientation has a positive and significant influence on social media use.


 


H2: Entrepreneurial orientation has
a positive and significant influence


on social media use.


 


Findings by
Tajudeen et al. (2018) and Dodokh & Al-Maaitah (2019) confirm that social
media use provides benefits and advantages to SME performance. Cao et al.
(2018) found an effect of social media use on SME performance. Ahmad et al.
(2019), Abed (2020), and Olanrewaju et al. (2020) explored the positive impact
of social media adoption and use on SME performance. Qalati et al. (2021),
Tajvidi & Karami (2021), and Susanto et al. (2023) revealed that social
media use influences SME performance.


 


H3: Social media
use has a positive and significant effect on SME performance.


 


Furthermore,
Fan et al. (2021) found that social media use mediated the relationship between
entrepreneurial orientation and SME performance. Susanto et al.'s findings
(2023) revealed that social media use mediates the relationship between
entrepreneurial orientation and SME performance.


 


H4: Social media
use mediates the effect of entrepreneurial orientation on SME performance.


 


Absorptive
Capacity, Entrepreneurial Orientation, and Performance


According
to Gerdoçi et al. (2023), absorptive capacity is a concept used to understand
and explain a company's innovation behavior, defining the ability to
successfully absorb external knowledge, including recognizing, assimilating,
and applying it. Meanwhile, according to Santos et al. (2021), absorptive
capacity refers to the processes and routines within an organization that enable
the sharing, communication, and transfer of learning from individuals to the
organizational level. According to Srivastava & D'Souza (2020b), absorptive
capacity is a capability that enables an organization to identify and acquire
relevant information from the environment, assimilate it to create new
knowledge, and apply it for commercial purposes (Cohen and Levinthal, 1990;
Todorova and Durisin, 2007).


According
to a study by Gellynck et al. (2015), a higher level of entrepreneurial
orientation can result in greater capacity. This study shows that as
entrepreneurial orientation capabilities increase, adherence to absorbing
relevant knowledge within the company increases. According to Aljanabi (2018),
entrepreneurial orientation has a positive influence on absorptive capacity.
The study results indicate that SMEs with a high entrepreneurial orientation
are better able to absorb and apply external knowledge.


 


H5: Entrepreneurial
orientation has a positive and significant effect on absorptive capacity.


 


Ibarra-Cisneros
et al.'s (2021) findings indicate that absorptive capacity influences the
performance of medium and large enterprises. Volberda et al.'s (2010) findings
in Srivastava & D'Souza (2020b) indicate that absorptive capacity
influences organizational performance. Mata et al.'s (2024) findings indicate
that absorptive capacity is associated with and positively influences the
financial performance of SMEs. According to Arifin & Hartono (2025),
absorptive capacity plays a positive and significant role in improving SME
performance by leveraging external knowledge to increase innovation,
productivity, and operational efficiency. Furthermore, according to Teh et al.
(2024), absorptive capacity has a positive impact on SME performance.


 


H6: Absorptive capacity
has a positive and significant effect on SME performance.


 


Furthermore,
according to Aljanabi (2018), absorptive capacity mediates the relationship
between entrepreneurial orientation and technological innovation capability in
unstable environments. This study focuses on improving the performance of SMEs
in the industrial sector. According to Ato Sarsah et al. (2020), absorptive
capacity plays a mediating role in the relationship between entrepreneurial
orientation and radical innovation performance in manufacturing SMEs. The study
results indicate that SMEs with a high entrepreneurial orientation are better
able to absorb and apply external knowledge.


 


H7: Absorptive
capacity mediates the effect of entrepreneurial orientation on SME performance.
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Figure 1.
Conceptual Framework







METHODOLOGY



Population and
Sample


The
population in this study was 1,486 Small and Medium Enterprise (SME) owners in
Solok City. The sample size was 310 units based on 10 observations of 31 indicators
using a representative sample method (Hair, 2021). A probability sampling
technique using stratified random sampling was then used as follows: First,
samples were drawn based on six categories from 21 industrial sectors. Second,
samples were drawn based on business classification: 255 small businesses and
55 medium businesses.









Measurement


The source
of research data is primary data that is directly obtained from respondents
based on the results of questionnaires designed and distributed by researchers.
The questionnaire is distributed directly to SME owners to increase response
rates, reduce non-response biases and control data quality based on
questionnaire question lists. The measurement in this study uses a likert scale
of 1 – 5 using 2 (two) alternative forms of answers and scores. In the SME
Performance variable, the weighting will be used from "very low (1) to
very high (5)." Meanwhile, on the variables of entrepreneurial
orientation, social media use, market orientation, government support programs
and absorption capacity will use weighting from "strongly disagree (1) to
strongly agree (5)."


All
indicators were taken from previous studies relevant to the SME context. The
SME performance variable from Kiyabo & Isaga (2020), Basco et al. (2020),
and Widjaja & Sugiarto (2022) consisted of four indicators. The
entrepreneurial orientation variable consisted of seven indicators and social
media usage of 10 indicators from Susanto et al. (2023). The absorptive
capacity variable consisted of 10 indicators from Ibarra-Cisneros et al.
(2021). The analytical tool used in analyzing SEM modeling and hypothesis
testing was Partial Least Square (PLS) with SmartPLS software version 4.0.







RESEARCH
RESULT


Descriptive Statistics


The response rate for the
study, based on a sample size of 310, was 100%. Following the guidelines by
Hair et al. (2019), sample size and response rate can be analyzed. The
distribution of respondents in this study was observed based on classification
and categories. Starting with gender, 190 respondents were male (61%) and 120
respondents were female (39%). The highest age group was 41-50 years old, at 96
(31%), and the lowest was 21-30 years old, at 50 (16%). The highest educational
background was high school/vocational high school/Islamic high
school/equivalent, at 152 (49%), and the lowest was elementary school/Islamic
junior high school/equivalent, at 3 (1%). The highest number of businesses
operating for more than 10 years was 169 (55%), and the lowest was less than 1
year, at 12 (4%). According to the total assets or business assets, the largest
number is > 50 million – 400 as many as 344 (83.90%), 500 million – 10 M as
many as 64 (15.61%) and 10 M as many as 2 (0.49%).


Estimation and Empirical Results


This work used SEM-PLS to perform a structural model
(bootstrapping) and a reflective measurement model (algorithm). In order to
guarantee measurement quality standards, such as validity and reliability
evaluations, the measurement model was first evaluated. Items with factor
loadings less than 0.70 were eliminated based on the measurement test and
quality standards recommended by Hair et al. (2019). A number of questions,
including one for the SME performance construct and two for the entrepreneurial
attitude construct, had incorrect scores, according to the algorithm
estimation. The data were reanalyzed to confirm the measurement model's quality
after all invalid items were eliminated from the variables. Table 1 displays
the measurement assessment findings.


Internal consistency (Cronbach's alpha, composite reliability),
convergent validity, and discriminant validity—which includes the
Fornell-Lacker Criterion and the Heterotrait-Monotrait/HTMT ratio—were obtained
for the measurement model using the PLS-SEM algorithm findings (Hair et al.,
2019). The measurement model satisfied the satisfactory conditions, according
to the data in Table 1. Each construct's composite reliability and Cronbach's
alpha were above 0.70, showing continuous internal reliability. Additionally,
convergent validity met the cutoff value as the average variance extracted
(AVE) was likewise greater than 0.50. Additionally, as Table 1 illustrates, the
square root of the AVE value was greater than the construct correlation in
terms of discriminant validity.



    **Table 1. Variable Measurement and Summary of Convergent Validity and Reliability**
    
        
            	Variable / Indicator
            	Indicator Source
            	Loading Factor
            	Cronbach's Alpha
            	Composite Reliability
            	AVE
        

    
    
        
            	SME Performance (SP)
        

        
            	**KU1** What is the annual asset growth rate.
            	Kiyabo & Iags(2020) and Widjaja & Sugiarto (2022)
            	0.884
            	0.904
            	0.940
            	0.839
        

        
            	**KU3** What is the annual sales growth rate.
            	0.931
        

        
            	**KU4** What is the annual profit growth rate.
            	0.932
        


        
            	Orientasi Kewirausahaan/Entrepreneurial Orientation (EO)
        

        
            	**OK3** Our efforts take action to anticipate future market conditions
            	Susanto et al.(2013)
            	0.79
            	0.910
            	0.933
            	0.736
        

        
            	**OK4** Our efforts are constantly looking for new opportunities to handle changing market conditions.
            	0.87
        

        
            	**OK5** Our efforts are constantly trying to position ourselves to meet the emerging demands.
            	0.91
        

        
            	**OK6** Our risk-taking efforts are part of our business strategy for success
            	0.86
        

        
            	**OK7** Taking opportunities is one of the elements of our business strategy
            	0.86
        


        
            	Social Media Usage (SMU)
        

        
            	**PSM1** Businesses often conduct market research to understand and identify client needs.
            	Susanto et al.(2013)
            	0.869
            	0.959
            	0.964
            	0.731
        

        
            	**PSM2** We seek information about new products, processes, cutting-edge technologies with like-minded suppliers and industries.
            	0.831
        

        
            	**PSM3** Information obtained outside is disseminated and receives feedback from the organization
            	0.844
        

        
            	**PSM4** We connect the new knowledge we assimilate with the knowledge and experience of our workers.
            	0.861
        

        
            	**PSM5** We usually document information, create databases, manuals and tutorials for the latest developments
            	0.863
        

        
            	**PSM6** Our employees can compile and use the knowledge gathered.
            	0.829
        

        
            	**PSM7** Our employees successfully connect existing knowledge with new insights.
            	0.888
        

        
            	**PSM8** Our employees can apply new knowledge in their practical work.
            	0.873
        

        
            	**PSM9** Our efforts regularly reconsider technology and adapt it to new knowledge.
            	0.786
        

        
            	**PSM10** Our efforts can work more effectively by adopting new technologies
            	0.899
        


        
            	Absorptive Capability (AC)
        

        
            	**KP1** Businesses often conduct market research to understand and identify client needs.
            	Ibarra-Cisneros et al.(2021)
            	0.849
            	0.961
            	0.966
            	0.74
        

        
            	**KP2** We seek information new products, processes, cutting-edge technologies with like-minded suppliers and industries.
            	0.881
        

        
            	**KP3** Information obtained outside is disseminated and receives feedback from the organization
            	0.817
        

        
            	**KP4** We connect the new knowledge we assimilate with the knowledge and experience of workers.
            	0.851
        

        
            	**KP5** We connect the new knowledge we assimilate with the knowledge and experience of workers.
            	0.819
        

        
            	**KP6** Our employees can compile and use the knowledge gathered.
            	0.884
        

        
            	**KP7** Our employees successfully connect existing knowledge with new insights.
            	0.874
        

        
            	**KP8** Our employees can apply new knowledge in their practical work.
            	0.876
        

        
            	**KP9** Our efforts regularly reconsider technology and adapt it to new knowledge.
            	0.864
        

        
            	**KP10** Our business can work more effectively by adopting new technologies.
            	0.882
        

    



 


We
conclude that discriminant validity is attained since the findings in Table 2
demonstrate that the HTMT ratio is less than the threshold value of 0.90. We
next move on to evaluate the structural model. Using a subsample of 5,000, the
researchers employed PLS-SEM bootstrapping with bias-corrected (BCa) and
two-tailed acceleration bootstrapping to determine the significance of the
route coefficient. The study employed a p-value of 0.05 or less and a
significance threshold of 5%.


 


Table 2. Results of Heterotrait-monotrait
ratio (HTMT) analysis



 
  	
  Variabel

  
  	
  AC

  
  	
  EO

  
  	
  SP

  
  	
  SMU

  
 

 
  	
  Absorptive
  Capability (AC)

  
  	
  	
  	
  	
   

  
 

 
  	
  Entrepreneurial
  Orientation (EO)

  
  	
  0.581

  
  	
  	
  	
   

  
 

 
  	
  SME
  Performance (SP)

  
  	
  0.087

  
  	
  0.276

  
  	
  	
   

  
 

 
  	
  Social
  Media Usage (SMU)

  
  	
  0.693

  
  	
  0.537

  
  	
  0.218

  
  	
   

  
 




 


In this
study, the path coefficient is separated in two forms, namely the direct
coefficient and the indirect coefficient (mediation) presented in Table 3.







DISCUSSION


According
to Table 3's results, entrepreneurial approach significantly and favorably
affects SME performance (p-value = 0.000), supporting Hypothesis H1. The
results show that SMEs can perform better when they have a greater degree of
entrepreneurial focus. This result is consistent with studies by Ibarra-Cisneros
et al. (2021), Fang et al. (2022), Susanto et al. (2023), and Karpacz &
Wojcik-Karpacz (2024) that demonstrate a favorable correlation between
entrepreneurial approach and SME success.


It has
been demonstrated that social media use is positively and significantly
impacted by entrepreneurial attitude (p-value = 0.000), supporting hypothesis
H2. These findings suggest that the variable of social media use is positively
and significantly impacted by entrepreneurial attitude. Adoption and usage of social
media are significantly influenced by an entrepreneurial mindset. According to
research by Fang et al. (2022) and Susanto et al. (2023), entrepreneurial
orientation has boosted SME owners' usage of social media. These results also
explain why entrepreneurial-minded SME owners typically use social media to
accomplish their objectives and succeed.


It has
been demonstrated that social media use and SME performance are positively and
significantly correlated (p-value = 0.000), supporting hypothesis H3. This
implies that a SME's performance may be enhanced by using social media more
effectively. This result supports the findings of Qalati et al. (2021), Tajvidi
& Karami (2021), Fang et al. (2022), and Susanto et al. (2023) that social
media use significantly and favorably affects SME performance. According to
this research, social media use is one of the key elements in the digital age
that may effectively interact with clients and develop a solid consumer base.


The H4
hypothesis is supported because the results show that social media use mediates
the association between entrepreneurial orientation and SME performance, which
is shown to have a positive and significant effect (p-value = 0.001). The
study's findings support those of Fang et al. (2022) and Susanto et al. (2023),
who found that social media use significantly enhances the impact of
entrepreneurial attitude on SME performance. These findings show that the
association between entrepreneurial attitude and SME performance is stronger
the more social media use is valued. On the other hand, the better the
correlation between entrepreneurial attitude and SME success, the lower the
value of social media use.
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Figure 2. Result of
the structural model


The influence of
entrepreneurial orientation is proven to have a positive and significant effect
on absorptive capacity (p-value = 0.000), which indicates that hypothesis H5 is
accepted. These results indicate that entrepreneurial orientation has a positive
and significant effect on the absorptive capacity variable. This finding is in
line with Gellynck et al. (2015) and Aljanabi (2018) which show that increasing
entrepreneurial orientation capabilities increases the ability to absorb
relevant knowledge in SMEs. Entrepreneurial orientation has a positive
influence on absorptive capacity.


The relationship
between absorptive capacity and SME performance is proven to have a positive
and significant effect (p-value = 0.009), indicating that hypothesis H6 is accepted.
This finding is in line with Ibarra-Cisneros et al. (2021), Teh et al. (2024),
and Mata et al. (2024) that absorptive capacity has influenced the performance
of medium and large businesses. Absorption capacity has influenced
organizational performance and even positively influenced the financial
performance of SMEs. Furthermore, according to Arifin & Hartono (2025),
absorptive capacity plays a positive and significant role in improving SME
performance by utilizing external knowledge to increase innovation,
productivity, and operational efficiency.


The
hypothesis is accepted because the results of hypothesis H7 show that
absorptive ability mediates the association between entrepreneurial orientation
and SME performance. This relationship has been shown to have a positive and
significant effect (p-value = 0.001). The study's findings are consistent with
those of Aljanabi (2018) and Ato Sarsah et al. (2020), who found that in
unstable circumstances, absorptive capacity mediates the association between entrepreneurial
orientation and technical innovation skills. The improvement of SMEs'
performance in the industrial sector is the main goal of this study. According
to the study's findings, SMEs with a strong entrepreneurial orientation are
more adept at taking in and using outside knowledge.


The
study's findings show that SMEs may thrive in commercial rivalry if they
exhibit entrepreneurial traits like being proactive or having the capacity to
react quickly to challenges and take advantage of open market possibilities. In
this situation, SMEs must keep working to develop new goods and services in
order to boost their performance and growth. Its performance may be enhanced by
the usage of social media and absorption capacity, leading to greater outcomes
and performance. We recommend that SMEs use social media more frequently and
have a greater capacity for absorption in their company operations based on
these findings.










    Table 1. Results for Direct Effects and Mediation Effects
    
        
            	Hipotesis
            	Original Samples (O)
            	Sample Mean (M)
            	Standard Deviation (STDEV)
            	T Statistics (|O|/STDEV)
            	P Value
            	95th Path Confidence Interval Coefficient
            	Ket
        

        
            	Lower Limit
            	Upper Limit
        

    
    
        
            	Direct Influence
        

        
            	Entrepreneurial Orientation -> Absorption Capacity
            	0.546
            	0.548
            	0.053
            	10.385
            	0.000
            	0.002
            	0.427
            	0.634
            	Accepted
        

        
            	Entrepreneurial Orientation -> Social Media Use
            	0.507
            	0.508
            	0.046
            	10.985
            	0.000
            	0.002
            	0.407
            	0.591
            	Accepted
        

        
            	Entrepreneurship Orientation -> SME Performance
            	0.253
            	0.255
            	0.069
            	3.638
            	0.000
            	0.003
            	0.118
            	0.389
            	Accepted
        

        
            	Social Media Use -> SME Performance
            	0.219
            	0.220
            	0.065
            	3.352
            	0.001
            	0.001
            	0.077
            	0.337
            	Accepted
        

        
            	Absorption Capacity -> SME Performance
            	-0.209
            	-0.212
            	0.080
            	2.612
            	0.009
            	0.003
            	-0.368
            	-0.055
            	Accepted
        


        
            	Indirect Influence (Mediation)
        

        
            	Entrepreneurship Orientation -> Social Media Use -> SME Performance
            	0.11
            	0.108
            	0.028
            	3.944
            	0.000
            	0.001
            	0.043
            	0.177
            	Accepted
        

        
            	Entrepreneurial Orientation -> Absorption Capacity -> SME Performance
            	-0.205
            	-0.217
            	0.051
            	4.041
            	0.000
            	0.003
            	-0.215
            	-0.027
            	Accepted
        

    









CONCLUSIONS
AND RECOMMENDATIONS 


The
results of this study show that entrepreneurial orientation positively affects
SME performance, that entrepreneurial orientation positively affects social
media use, that entrepreneurial orientation positively affects absorptive
capacity, that social media use positively affects SME performance, that social
media use mediates the relationship between entrepreneurial orientation and SME
performance, and that absorptive capacity mediates the relationship between
entrepreneurial orientation and SME performance.


By
adding more contextual factors, this study aims to obtain fresh perspectives
and expand knowledge of entrepreneurial theory and practice. In line with
earlier research, this study aims to develop a theory-based
mediation-moderation model to explain the connection between entrepreneurial
orientation and SME success. Additionally, the current study adds empirical
data on the mediating function of social media use in Indonesian SMEs to the
research of Susanto et al. (2023).










ADVANCED
RESEARCH 


Future
studies should look at additional elements that can help SMEs perform better so
they can thrive in a fiercely competitive and quickly evolving business
environment, such as leadership orientation, entrepreneurial marketing,
marketing ethics, competitive advantage, and policy support.


Future
studies may also look at additional SME-specific categories in various
geographical areas to offer more detailed insights into certain elements that
could be crucial to each SME category and its sustainability, such as SME debt
issues and operating expenses. Additionally, researchers may interview SME
owners on the expansion, performance, and development of their companies in
subsequent studies. In addition, the conclusions of this study are based on
cross-sectional data, as the survey was done at a particular moment in time.
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