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More Than a Strategy: Leveraging Social Media for SMEs’ Performance
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ABSTRACT

	Aims: This study examines the effect of social media usage on the performance of SME. Social media usage is conceptualized as an ordered construct: marketing, relationship service, information service, cost effectiveness, and compatibility. 
Study design: A quantitative study. 
Place and Duration of Study: SME’s owner and manager in Malang, Indonesia.
Methodology: A quantitative study with SEM-PLS. The two-stage approach was used in assessing the higher-order construct of social media usage and its influence on SMEs’ performance.
Results: The results highlight that social media is not only a communication tool but also a strategic resource that enhances both financial and non-financial aspects of SME performance.
Conclusion: This study contributes to how the digital is understood in SMEs. By providing a complex perspective on various ways social media can be utilized in business operations. It gives practical guidance for SME managers and policymakers on how to leverage social media as a driver of business performance.
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1. INTRODUCTION

Micro, Small, and Medium Enterprises (SMEs) play an important role in economic development, particularly in developing countries like Indonesia. They contribute largely to the Gross Domestic Product (GDP). SMEs can also absorb large number of workers and also stimulate local economy activity. Despite this important position, SMEs often face critical challenges such as limited financial capital, restricted access to skilled human resources, and difficulties in penetrating broader markets (Amoah et al., 2021; Joensuu-Salo et al., 2023). With these challenges delay their ability to compete effectively with larger firms that possess greater economies of scale and access to advanced resources. In this digital era and transformation, social media has emerged as an important resource that can address such challenges to overcome the SMEs' problems. Also, social media will help them to achieve a competitive advantage.
Social media platforms such as Facebook, Instagram, TikTok, etc, have become essential tools that can provide SMEs with low-cost marketing, information search, and customer engagement, also feedback collection (Ahmad et al., 2019; Odoom et al., 2017). Different from traditional marketing, social media enables interactive and two-way communication that facilitates real-time customer feedback, and it allows SMEs to build long-term sustainability (Tarsakoo & Charoensukmongkol, 2020). Previous studies states that social media can increase sales, brand awareness ad customer loyalty, thereby enhancing SMEs' performance in competitive markets (Haudi et al., 2022).
The Resource-Based View (RBV) theory posses the strategic role of social media, which is widely accessible and externally available to all firms. Its value as a competitive resource depends largely on how it is integrated with organizational practices, strategies, and decision-making processes (Christou et al., 2016; Susanto et al., 2023). SMEs that are able to align social media with their capabilities can transform it into a resource that is valuable, rare, inimitable, and non-substitutable. Hence, it will lead to sustained performance advantages (Barney, 2001). In this study, specifically, social media usage can be conceptualized across five key dimensions: marketing, relation service, information search, cost-effectiveness, and compatibility (Ainin et al., 2015; Odoom et al., 2017; Qalati et al., 2022). These dimensions generally enable SMEs to expand market reach, build stronger customer relations, access critical knowledge, optimize costs, and align digital practices with organizational needs.
In spite of growing attention in the literature, there is lack of understanding about how using social media in many different way affects the performance of SME.This is esecially in emerging markets, where SMEs face unique and different structural challenges. While previous research has examine adoption factors or single aspects of social media use, fewer studies have integrated multiple dimensions to provide a holistic view of its impact on SME performance (Rozak et al., 2021; Halbusi et al., 2022). Responding to this gap, this study investigates the positive and significant effects of the five dimensions of social media usage on SME performance, providing both theoretical contributions to RBV theory and gives useful informations for SME owners and managers.

2. literature reviews
2.1 Resource-Based View Theory
This study support the Resource-Based View (RBV) as its fundamental theoretical foundation to explain the relationship between social media usage and SMEs’ performance. RBV assumes that firm performance differences from the possession and effective deployment of resources that are valuable, rare, inimitable and non-substitutable (Barney, 2001). While social media is an externally available resource that every SME can access, its impact on performance depends on how it is unified with the firm’s internal resources, strategies, and managerial practices. The value of social media is fundamentally tied to the skills, strategic orientation, and decision-making of SME owners. In other words, social media only establish a competitive advantage when it is transformed into organizational capabilities (Christou et al., 2016). Social media usage in not merely an innovation that firms adopt but rather a strategic resource and capability that leads to sustained performance advantages (Susanto et al., 2023).

2.2 Social Media Usage 

SMEs adopt social media not only as a marketing channel but also as a tool for building relationships, market intelligence, reducing costs, and aligning with organizational needs (Ainin et al., 2015; Odoom et al., 2017; Qalati et al., 2022). Marketing activities through social platforms empower SMEs to promote products, enhance brand awareness, and reach broader audiences cost-effectively (Haudi et al., 2022; Pellegrino & Abe, 2023). Relationship services emphasize the use of social media for managing customer relations and after-sales service, which contributes to trust and loyalty (Al Halbusi et al., 2024; Wang & Kim, 2017). Information search highlights how SMEs leverage social platforms to gather insights about markets, competitors, and customers (Ahmad et al., 2019). Cost-effectiveness relates to the affordability of social media compared to traditional marketing methods (Pellegrino & Abe, 2023). Compatibility represents the extent to which social media use aligns with SMEs' business models, resources, and customer preferences (Ainin et al., 2015; Rozak et al., 2023).

2.3 SMEs’ Performance
SMEs’ performance encompasses both financial (sales growth, market share) and non-financial (customer satisfaction, innovation capability, and competitive advantage) indicators (Cao & Weerawardena, 2023; Wang & Kim, 2017). Prior studies affirm that SMEs' performance is not solely determined by resource availability but also by the firm’s ability to exploit digital technologies such as social media for marketing, relationship management, and knowledge creation (Ainin et al., 2015; Kimathi et al., 2019; Papa et al., 2018; Tajudeen et al., 2018). Thus, SME’s performance reflects the overall effectiveness of business strategies in achieving growth and sustainability in competitive markets.H1: Dividend payout ratio affects stock price volatility.

2.4 Hypotheses

Based on RBV and previous empirical result, this study hypothesized that the five antecedents of social media usage positively effect on SMEs’ performance.
Social Media for Marketing
Social media helps SMEs to reach wider audiences and increase brand visibility, which in turn leads to more and higher sales and business growth (Haudi et al., 2022; Odoom et al., 2017; Tajudeen et al., 2018).
H1a	: Social Media for Marketing has a significantly positive effect on SMEs’ performance

Social Media for Relation Service
Social media helps build stronger connections with customers by allowing two-way communication, managing feedback and responding quickly to their needs.  Thereby, it will leads to higher customer loyalty and more repeat business (Al Halbusi et al., 2024; Hu et al., 2022; Tajudeen et al., 2018).
H1b	: Social Media for Relation Service has a significantly positive effect on SMEs’ performance

Social Media for Information Search
Access to up to date market and customer information through social platforms can help SMEs make better decisions and come up with more innovative ideas. This can lead to improved business results, as shown in studies by Ahmad et al. (2019); Papa et al. (2018).
H1c	: Social Media for Information Search has a significantly positive effect on SME performance.

Social Media for Cost-Effectiveness
Social media provides affordable marketing and communication alternatives, allowing SMEs to compete effectively in the dynamic market (Pellegrino & Abe, 2023; Qalati et al., 2022; Tajudeen et al., 2018).
H1d	: Social Media for Cost-Effectiveness has a significantly positive effect on SME performance.

Social Media for Compatibility
The successful integration of social media into SMEs' operational and strategic practices provides alignment with business needs and customer expectations, which in turn increasing performance (Ainin et al., 2015; Rozak et al., 2021).
H1e	: Social Media for Compatibility has a significantly positive effect on SME performance.

3. Methods

This study engaged a quantitative research design to analyze the effect of SMEs. Social media usage was developed as a multidimensional latent construct consisting of 5 dimensions: marketing, relation services, information search, cost effectiveness and compatibility (Susanto et al., 2023). SMEs' performance was measured by both financial and non-financial outcomes. To test the supposed relationships, structural equation modeling with Partial Least Squares was adopted, which is suitable for predictive modeling and theory development when analyzing latent constructs with multiple indicators (Hair et al., 2017).

Figure 1.
Conceptual Model
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The target population comprises SME owners and managers who actively use social media platforms such as Facebook, Instagram, WhatsApp Business, TikTok, and others for business activities. A purposive sampling approach was employed to ensure respondents had prior experience in using social media for business operations. A total of 230 responses were obtained and analyzed. Respondents represented diverse sectors, including retail, services, and manufacturing. We use an online questionnaire in Google Forms (see Appendix 1).
The measurement of social media usage followed established scales from prior studies (Ainin et al., 2015; Odoom et al., 2017; Qalati et al., 2022), adapted to the SME context. The construct was modeled as a second-order reflective-reflective construct using a two-stage approach (Becker et al., 2012). In the first stage, the five dimensions (marketing, relation/service, information search, cost-effectiveness, and compatibility) were measured individually using multiple items on a five-point Likert scale ranging from 1 = strongly disagree to 5 = strongly agree. In the second stage, the latent variable “social media usage” was formed using the latent scores of its five dimensions as input indicators. SME performance was operationalized as a reflective construct capturing both financial and non-financial outcomes, in line with prior SME performance literature (e.g., Ainin et al., 2015; Qalati et al., 2022). The data were analyzed using SMARTPLS 3.0 to estimate both the measurement and structural models.

4. RESULTS AND DISCUSSION

4.1 Measurement Model
The measurement model was first assessed to ensure the reliability and validity of the constructs. Internal consistency reliability was confirmed by examining Cronbach’s alpha and composite reliability (CR). As in outer model examination, all constructs exceeded the recommended threshold of 0.70 for both Cronbach’s alpha and CR (Hair et al., 2021), indicating satisfactory reliability. Convergent validity was assessed using average variance extracted (AVE). 
All constructs reported AVE values above the minimum threshold of 0.50, suggesting that more than 50% of the variance in the indicators was explained by their respective constructs. This indicates that the items used in the measurement model adequately represent their latent variables (see Appendix 2).

Figure 2.
First Stage Measurement
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The results of the measurement model assessment provide strong evidence of internal consistency, convergent validity, and discriminant validity, confirming that the constructs are reliable and distinct from one another. This validates the adequacy of the measurement model and supports proceeding with the evaluation of the structural model.
Figure 3.
Second Stage Measurement
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Figure 3 above illustrates that relation service (74.414) and marketing (52.258) make the strongest contributions, highlighting that the ability of SMEs to build customer relationships and engage in marketing activities through social media is crucial in defining how effectively they utilize these platforms. Compatibility (32.137), cost effectiveness (26.572), and information search (31.488) also contribute positively, although at relatively lower levels, suggesting that while these aspects are important, they are less dominant drivers compared to relational and promotional uses of social media.
The structural model further shows the path coefficient between social media usage and SME performance, with a value of 16.760. This positive coefficient show a strong and significant effect, suggesting that greater utilization of social media across the five dimensions leads to better overall performance outcomes for SMEs. 
When it comes to SME performance, the model identifies three indicators (sales growth, market development, and brand awareness), each with respective weights of 39.998, 57.394, and 34.264. These values reflect the relative importance of each indicator in gaining SME performance within the model. Prominently, market expansion shows the strongest weight, suggesting that this aspect of performance is the most critical dimension of SME success in this context. Sales growth and brand awareness, whilst still significant, play comparatively smaller roles.
4.2 Descriptive Statistics
The demographic profile of respondents (Table 1) shows that almost all participants (98%) actively use social media, suggesting that digital platforms play a significant role in their business operations and marketing strategies. Most businesses are approximately young, with 84% having been established for only one to five years, reflecting the growing entrepreneurial trend among the younger generation. Indeed, the majority of respondents (54%) are aged between 18 and 25 years, followed by 25% in the 26–33 age group, indicating that entrepreneurship in this sample is dominated by Generation Z and young millennials. In terms of education, most respondents hold an undergraduate degree (54%) or have completed vocational education (41%), implying a fairly high educational background that may effect their ability to adopt digital financial and marketing tools. More thank half the respondents are in the trade sector (75%), which aligns with the dominance of micro and small-scale online businesses in Indonesia. 

[bookmark: _GoBack]Table 1.
Respondents’ Characteristics
	
Characteristics
	Frequency
	Percent

	Social Media usage                                                        
Yes
	225
	98 

	No
	5
	2 

	
Business Age
	
	

	1-5 years
	193
	84 

	6-10 years
	27
	12 

	11-15 years
	0
	0 

	more than15 years
	10
	4 

	Age
	
	

	18-25 
	125
	54 

	26-33 
	55
	25 

	34-41 
	24
	10 

	42-48 
	11
	5 

	49-55 
	10
	4 

	56-62 
	4
	2 

	< 63 
	1
	0 

	Education
	
	

	Elementary
	3
	1 

	Secondary 
	7
	3 

	High/Vocational 
	95
	41 

	Undergraduate
	123
	54 

	Postgraduate
	2
	1 

	Business Fields
	
	

	Fashion
	4
	2 

	FnB
	15
	7 

	Services
	24
	10 

	Trade
	174
	75 

	Agriculture 
	5
	2 

	Fishery
	4
	2 

	Farm
	4
	2 



Overall, the respondents’ characteristics suggest that the sample represents young, educated, and digitally engaged entrepreneurs who are at an early stage of business development.

4.3 Hypotheses Test
Our study confirmed that the social media usage that consists of marketing role, relation services, information search, cost effectiveness, and compatibility positively and significantly enhances the SMEs' performance. This finding suggests that when SEMs strategically adopt social media platforms, they benefit not only in terms of sales growth and market expansion but also in fostering customer loyalty, lowering operational costs, and adapting business practices to digital environments
Table 2
Hypotheses Test
			 
	T-Stat
	P-Value
	Decision

	Social Media Usage  SMEs’ Performance
	16.760
	0.000
	Accepted



4.4 Discussion
These results directly answer our research question by showing that social media provides a wide range of digital skill that lead to better results for organizations. Earlier studies also found in previous studies that highlighted how marketing-focused social media activities drive brand awareness, sales, and ability to stay ahead of competitors (Cao & Weerawardena, 2023; Haudi et al., 2022; Qalati et al., 2022; Tajudeen et al., 2018). Additionally, this research highlights how SMEs using social media for advertising and branding purposes gain stronger visibility, engagement, and credibility, ultimately nurturing higher performance. Odoom et al (2017) found that interactivity and social media-based campaigns were important keys to SME growth, particularly in emerging markets. In addition, Pellegrino & Abe (2023) state that social media provides small firms with opportunities to compete more equally against larger firms, especially in markets where traditional advertising is financially expensive. Collectively, their findings reinforce that marketing through social media is a critical lever of sustainable SME performance.
Social media as a relationship service gives a chance to SMEs to maintain closer ties with customers and provide responsive service. This supports Wang & Kim (2017), who argue that social media fosters the development of social customer relationship management capabilities, thereby improving engagement and firm performance. Al Halbusi et al (2024) suggest that customer involvement in social media communities strengthen relational capabilities and creates a basis for business growth. These results interpret that SMEs that adopt social media not only promote products but also raise a long-term trust and loyalty, ultimately generating repeat purchases and higher performance outcomes. 
Social media as information search and cost-effectiveness, our findings expose that SMEs can capitalize more on social media to gain market growth, but at the same time, reduce the marketing costs. Ahmad et al (2019) suggest that social media facilitates real-time access to competitive information while enabling low-cost customer communication. Similar to it, Pellegrino & Abe (2023) and Qalati et al (2022) highlighted that social media reduces marketing costs for SMEs, allowing them to operate more efficiently despite resource constraints. These findings highlight that information collection and affordability in social media provide SMEs with greater agility, enabling up to date decision-making and responsiveness to dynamic markets.
The last role is compatibility. It strengthens the alignment between social media practices, SME business models, and customer expectations. Thereby amplifying performance outcomes. Ainin et al (2015) reported that compatibility significantly influences social media adoption and subsequent performance improvements. (Rozak et al., 2023) described that the alignment of digital strategies with organizational objectives enhances agility and overall business outcomes. These results suggest that SMEs that embed social media as part of their broader business strategies, rather than treating it as a stand-alone tool, are more likely to realize sustained performance. Generally, these findings demonstrate that the five antecedents are mutually reinforcing, underscoring the strategic importance of social media in advancing SME performance. 

5. CONCLUSION
This study explores the role of social media usage, which was conceptualized as an ordered construct: marketing, relation service, information service, cost effectiveness, and compatibility, in shaping the performance of SMEs. Our findings suggest robust empirical evidence that social media usage exerts a positive and significant effect on SMEs’ performance, so that confirming the centrality of digital engagement for small businesses. Among the other dimensions, relation service and marketing emerged as the most influential drivers, illustrating that maintaining strong customer relationships and promoting business offerings are the key pathways through which social media contributes to SME success. Basically, our study devote to policymakers who may use to design training and support programs to SMEs optimize the business value of social media. Also, SMEs owners and managers should figure social media strategies that strengthen customer engagement and expand marketing reach. This can take advantage of the cost benefits and ease of use of these platforms to help business grow in a sustainable way.
Our study has limitations; our data were drawn from a single context, which may restrict the generalizability of the findings across different cultural settings. While analysis in SEM-PLS provides powerful insights into the relationship among variables, the study relied on cross-sectional data that cannot capture changes over time. Future research should adopt longitudinal designs to examine how the role of social media evolves as SMEs grow. Comparative studies across industries and countries would also enhance the understanding of contextual variations.
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APPENDIX 1
	Variables
	Code
	Items

	Marketing
	SM1
	Promoting business with social media

	 
	SM2
	Evaluate marketing performance

	 
	SM3
	Marketing terms in social media

	Information Search
	IS1
	Search market information from social media

	 
	IS2
	Search competitors' information from social media

	 
	IS3
	Display product catalogs on social media

	Relation Services
	RS1
	Collect customer feedback (comments/opinions) on social media

	 
	RS2
	Customer service via social media

	 
	RS3
	
Improve product quality based on customers' feedback on social media

	 
	RS4
	Approaching new customers through social media

	Cost Effectiveness
	CE1
	Using social media to reduce costs

	 
	CE2
	Using social media reduces costs

	 
	CE3
	Social media is better than conventional/traditional marketing

	Compatibility
	C1
	Social media suits our business type

	 
	C2
	Social media suits our business strategy

	 
	C3
	Social media suits our business vision and mission

	 
	C4
	Social media suits our limited IT infrastructure

	SMEs Performance
	P1
	Increasing Sales

	 
	P2
	Increasing the number of customers

	 
	P3
	Increasing brand visibility or brand awareness 



APPENDIX 2
	Constructs 
	
	LF
	CA
	rho_A
	CR
	AVE

	Marketing  
	SM1
	0.854
	0.801
	0.805
	0.883
	0.716

	
	SM2
	0.796
	
	
	
	

	
	SM3
	0.886
	
	
	
	

	Information Search
	IS1
	0.817
	0.860
	0.862
	0.914
	0.781

	
	IS2
	0.893
	
	
	
	

	
	IS3
	0.849
	
	
	
	

	Relation Services
	RS1
	0.851
	0.841
	0.843
	0.894
	0.678

	
	RS2
	0.841
	
	
	
	

	
	RS3
	0.839
	
	
	
	

	
	RS4
	0.759
	
	
	
	

	Cost Effectiveness
	CE1
	0.816
	0.813
	0.819
	0.889
	0.728

	
	CE2
	0.892
	
	
	
	

	
	CE3
	0.850
	
	
	
	

	Compatibility
	C1
	0.858
	0.897
	0.902
	0.929
	0,765

	
	C2
	0.921
	
	
	
	

	
	C3
	0.899
	
	
	
	

	
	C4
	0.818
	
	
	
	

	SMEs Performance
	P1
	0.888
	0.863
	0.865
	0.917
	0.786

	
	P2
	0.907
	
	
	
	

	
	P3
	0.862
	
	
	
	




image1.png
Marketing

Relation Service

Information Search

Cost-Effectivenes

Compatibility

Social Media
Usage

SMEs’
Performance





image2.wmf

image3.png
Social Media
Usage

16.760

SMEs
Performance

39.998
57.394
34.264




