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Abstract. This research aims to build a new conceptual model based on shared value relational capital and
synergized Network assets to improve innovation capabilities in the context of Small and medium enterprises
(SME) business performance. A structural methodology study was adopted in this research and involved 180
small and medium business owners or managers involved in this research in the data collection process. Data
analysis for this research uses AMOS 25 software. The findings show that there are two strategic paths for
improving SME business performance. Strengthening the share value of relational capital and synergy network
assets is a key strategy for improving SME business performance. The sample frame taken from SMEs in Central
Java province is a limitation in this research in building the generalization strength of the concept of share value
of relational capital. So a form of replication of similar research is needed to achieve a fairly broad generalization
of the new concept. The theoretical implications in this research are related to the application of resource-based
theory in the study of marketing and strategy management. Some are managerial impressive for SME business
actors who want to improve their business performance. This study has the originality of a pioneering study
regarding the explanation of the role of share value relational capital and synergy network assets, which are
expected to be able to provide a role in bridging innovation capabilities and improving SME business
performance.

Keywords: Innovation Capability, Share Value Relational Capital, Synergized Network Assets, Tourism SME’s
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INTRODUCTION

SMEs should facilitate themselves with various marketing strategies needed to face
various increasingly competitive and fierce business competition and to maintain their business
continuity. In practicality, SMEs should be long-term oriented, not only to attain price
advantage and product quality, which are considered to be their survival. However, SMEs are
also expected to be able to communicate proactively with various customers. This can be seen
in terms of the relationship between buyers and sellers, producers and suppliers, and buyers
and companies to end consumers [1], [2. innovation has long been considered as a strategy that
IS quite effective in helping companies to perform better. This innovation refers to the creation
or implementation of ideas so that new diversified products, processes, and services of varying
types emerge and are able to provide meaningful value to the firms that adopt them [3]-[5].

There are a few reasons why innovation can be considered a strategic asset for any
organisation. The first reason is that innovation can be considered as a value creation of a
strategy that will make the product to have a value that is quite feasible and accepted in the
market [6], [7]. The second reason is that competitive advantage is obtained when a firm can
implement an innovation capability [8], [9]. Departing from these two assumptions, marketing

performance can be improved through various actions that are quite subversive and cognitive

Received November 18, 2023; Revised Desember 01, 2023; Accepted Desember 31, 2023
* Sukrisno Sukrisno , harlinokris@gmail.com



https://doi.org/10.56910/ictmt.v1i2.17
mailto:harlinokris@gmail.com
mailto:harlinokris@gmail.com

A Study On Share Value Relational Capital And Smes Business Performance:
A Resource Based Theory Perspective

of innovation capabilities [10]-[12]. Various previous studies have shown research results
related to the role of performance-enhancing innovation capabilities specifically in the soil of
marketing performance and business performance [10]-[13].

Innovation capability has a decisive impact on marketing performance [14]. Innovation
capability integrated with a design process will have an impact on increasing dynamic capacity,
this will be a form of potential that is quite fundamental in improving business performance
[15], [16]. Innovation capability can also be a factor that can provide a level of determination
in increasing the success of product innovation [17]. However, there is a controversy over the
results of previous research on the role of an innovation management that does not have a
significant impact on the innovativeness of business performance [11], [18], [19]. The results
of these studies will stimulate an academic debate on the role of innovation capability in
improving SME business performance. In order to integrate research and empirical evidence
to improve the business performance of SMEs, and to address the research gap, this study
adopts the resource-based theory as a theoretical underpinning, which is quite established and
strong in bridging the relationship between innovation capacity and SME business
performance.

Various researches on SMEs have become quite essential. This is because of various
reasons, the first of which is that the growth of Indonesia's economic prosperity is driven by
the growth of SMEs, which contribute about 60% [20]. The pandemic of COVID-19 is that
SMEs are experiencing a revival where these conditions are quite contradictory when the
capital structure owned by SMEs has obstacles, especially in terms of obtaining credit [20].
The creation of shared value will be able to drive an important development related to strategies
that are integrated with the local supplier community. When conventional situations and
infrastructure will be able to provide benefits to increase business productivity. This concept is
formed through a synthesis by mapping various theories, so that the proposition of the concept
is defined as the ability of a company to be effectively integrated to provide different access to
technology, knowledge and skills that will be developed into a form of operational practices
and policies to improve competitiveness and advance economic and social conditions [21].
Based on these assumptions, it can be understood through various knowledge tracing the
progress of the application of other parties' competencies and generate new ideas in terms of
measuring the results of insights to open up new values, this will potentially improve company
performance [22].

The concept of relational value sharing Capital exists is considered a fairly basic strategy
that is expected to be able to pursue the concept of sharing value. It can be realised as a
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capability of the company that cannot leave the responsibility for all its activities. It is quite
easy to understand globally and comprehensively when resources are insufficient, it will raise
fundamental questions that can identify essential social problems. This will help to solve
various problems and gain competitive advantage [16], [23]. It can be concluded that strategies
must be given to disciplined decision-makers from various sectors. There must therefore be
some form of preventive effort. It is expected that companies will be able to use different
resources that have unique characteristics to overcome different social challenges. These are
not only oriented towards the capital structure. This will be able to provide a form of cognitive
understanding in achieving the goal of ensuring that the share value of relational capital will
have access to technological skills and knowledge. If this is owned by the company, it can
implement various policies to increase competitiveness in improving better economic and
social conditions.

The assets of the synergetic network can be seen as a form of co-operation that will be
able to jointly generate responses to the customers. Synergised network assets will be
characterised as a synergy that is able to provide joint problem solving to maintain continuous
relationships and ensure the availability of cooperation commitment products and strengthen
competitive positions. However, it is possible that the explanation of the researcher’s definition
of business performance considered as an outcome will often provide the determination of an
indicator of marketing performance and business performance will be aligned with various
other indicators such as product profitability, innovation and productivity [24]-[26]. Network
synergy will utilise different forms of relationships to achieve competitive advantage [27]. The
use of networks such as resource synergy, marketing synergy and production selection is
expected to provide significant support to the firm in achieving business performance. These
supports can be implemented from the partner network in production quality and will assist a
company in achieving its sales targets. This will be evidenced by the amount of money that
will be earned by the company or can be shown by the achievement of a form of market nation
that has a larger composition that can be seen from the number of regions that a company has
been able to achieve [28], [29]. These synergies between company resources and network
partners can create operational cost efficiencies [30].

Network assets that can be integrated into collaboration as a basis for planning and
determining various curious technologies. Through the synergy of assets at the network level,
it will be able to bring the company and its network to make an anticipation and avoid
competitors' efforts that can disrupt business relationships [31](. As an effort to create network

synergy, relational capital can be considered. When producers who have the ability to maintain
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good relationships by persuading various partners, this will be able to achieve a form of real
advantage of a product quality product competitive price and continuity of supply. These can
be created through collaboration with their partners [1]. When companies are able to build trust
in their business, coordination of a form of decision-making in business and distribution
activities will be able to be structured iteratively through a response to business opportunities
and challenges [32]. A joint activity is carried out as a form of cooperation. This can be
implemented as a form of continuous forecasting [25]. The closeness of a relationship that can
be characterised as a personal network that is able to produce a form of increased synergy that
emphasises different forms of information and knowledge. This has the potential to improve the
business performance of SMEs. Innovation capacity is a concept that is quite essential in
contributing to improving the business performance of SMEs. when performance will
experience a form of relaxation due to various pressures of external conditions, such as the
post-pandemic revival and the emergence of intense competition with other similar SMEs in
the same or different industrial sectors. This will provoke an overview of the study to draw a
conclusion that SMEs in Indonesia are still quite far from the sides and missions that are
expected to be able to boost SME business performance. deterministically still produces a form
of inconsistency from previous research results. Although we know the contribution of SMEs
to the war of economic growth holds a fairly fundamental factor. This research provides a
proposal for the existence of a new conceptual model that is expected to improve SME business
performance. How do SMEs try to improve their business performance? What factors have an
influence on the improvement of business performance? This study is used to answer these
questions through the role of the mediating variable share value relational capital. And the

model is tested on tourism SMEs in Central Java Province.

METHODS

At this time selection of tourism SMEs in Central Java province to test the model is
proposed in this study on various assumptions, the first assumption is that SMEs are considered
to be quite dynamic and do not have a fairly strict attachment of organizational protocols, this
will be an assurance that they have a flexible nature in the conduct of their business activities.
The second assumption is that SMEs are perceived as successful and can provide an example
of sustaining their business over recent years in a fairly competitive market condition. The third
assumption is that the SMEs are able to fight and survive in the face of various forms of
competition and the flood of handicraft products from countries such as China or neighbouring
countries due to the complete globalisation. Based on these considerations, there is an impact
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that will be faced by SMEs in the market competition is likely to be the emergence of low-
priced goods from neighboring countries said as well as encouraging consumers to buy at lower
prices this time will encourage SMEs to always offer various forms of the emergence of
orientation related inspiration to always make various innovations in understanding a form of
relational capital values to improve its business performance the sample used in this study was
based on considerations from [33].

Structural equation models designed using Amos must have a minimum of 5 or more
constructs or a minimum sample size of approximately 100 with a considered level of statistical
power. The Amos software is used as a data analysis tool in order to achieve a confidence level
of 0.95. It is capable of solving the proposed cultural co-model. From approximately 18
indicators for each variable with a probability level of 0.05, a minimum sample size of 138 was
obtained from the target number of over 200 large paste used between 250 and 300 [34], [35].
This study took a sample of 210 SME owners in Central Java province after conducting
interviews and traditional distribution to SME managers, it is known that there are about 118
SMEs in Central Java province engaged in the tourism sector. In order to test the model and
hypothesis proposed in this study, the statistical test analysis used in the 3-step process is the
fit test [36], [37].For this research model is evaluated based on the significance of chi-square,
which is sensitive to the sample size.

1.  Data Measurement
To make it easier to capture the various opinions of respondents, a bipolar scale
starting from 1 to 10 was used. Several variables were measured using various skKills,
which were further assessed by validity and reliability tests. The innovation capability
variable is measured using four indicators [38], [39]. Relational capital stock value is
measured by four indicators [18], [23], [40]. The synergized network asset variable is
measured by three indicators [41]. Meanwhile, business performance variables are

measured using four indicators [42], [43].

2.  Tests for Validity and Reliability
Confirmatory factor analysis is used to test validity and reliability. The aim of this
is to measure the reliability and legitimacy of the indicators by means of the constructs
of the study. The result of the research shows that the distribution of the data analysed,
carried out using the Amos software, produced results that obtained values that exceeded
the normality required. The reference used to deal with odd data uses a negative solution,

Xn = 1/(k-X), for its formulation. The average convergent validity of the extracted
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variance (AVE) was used to determine the level of validity of the items used in the
research construct, citing [36], [37].

Structural equation modelling was used to test the information collected [44] using
the AMQOS, 2008. The approach consisted of evaluating the parameters that produced an
adequate fit. In addition, the reliability and validity of the model of the test criteria were
used to assess the hypothesis of a causal link. According to a report, the indicator is
considered invalid if the loading factor value exceeds 0.6, and valid if the Cronbach alpha
value exceeds 0.6. Each table must have a title and a source, and the table numbering
must be in order. The source must be under the table and the title must be over the table

1.
Table 1. Indicator For SME's

Standard CR cv CRI
Variables and Indicators Loading >1,96 AVE >0,70
>0,15

Innovation Capability
1. Capability to quickly provide new products 0,809 9,824 0,691 | 0,904
2. Utilization of existing and newest technology in 0,778 10,006

product development
3. Expand the company's product range 0,813 9,902
Sinergyzed Nettwork Asset
1. Efforts to establish continuity of relationships 0,892 10,424 | 0,806 | 0,974
2. Have a commitment to building cooperation 0,911 9,087
3. Strive to solve problems collectively 0,834 9.804
4. Ensure resource availability 0,921 10,139
Share Value Relational Capital
1. Striving to provide the ability to absorb social issues 0,906 9,889 0,791 | 0,891
2. Strive to generate new knowledge and track 0,897 9,718
progress
3. Coordinate and integrate in various business cases 0,886 10,006
4. Share knowledge in measuring and using insights 0,901 9,982
Small Medium Enterprise Bussiness Performance

1. The business realizes profit growth 0,908 8,996 0,871 | 0.908
2. Trying to realize turnover growth 0,915 9,224
3. Strive to remain a competitive effort 0,899 10,208
4. Strive to maintain customer satisfaction 0,912 10,841

Source: Author own research.2023

Analysis and statistical results Amos 25 to test the model proposed in this study
and to test the hypothesis proposed in this study, we selected scientific techniques. The
selection of scientific techniques was based on the following reasons: structural equation
modelling The same variable can be used to represent a resort or a predictor in one
equation, and regression criteria can be used in another equation to test the proposed
research model. This is a convenient approach to testing the proposed research model
and hypothesis. Second-level analysis: This is a method that allows researchers to
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provide responses to interconnected question attacks in one systematic and
comprehensive analysis. Third-level modeling: This method allows researchers to model
the relationship between several unrelated and dependent theoretical constructs at the
same time. The advantage of this method is that send in an analysis can simultaneously

test the mediation process [36].
Table 2. Goodness of Fit Testing

The Goodness of Cut off Value Result Conclusion
Fit Test
Chi-square at a 286,42 198,76 Not fit
significance level
5%
P >0.05 0,00 Fit
GFI >0.90 0,94 Fit
NFI >0.90 0,92 Fit
TLI >0.90 0,96 Fit
CFI >0.90 0,95 Fit
RMSEA 0,03<RMSEA<0,08 0,058 Fit

Source: Authors’ own research, 2023
In order to validate these models and hypotheses, the study was conducted in a 3-

step process: 1. Test goodness of fit 2. Test the model proposed 3. Test the hypothesis
The statistical analysis is performed in three steps. First, a goodness of fit is performed
to evaluate the feasibility of a model. This is an assessment of the acceptability of a
research model. The results are as follows: CHI SQUARE = (203,420) Significance =
(0.00) GFI = (0.923) NFI = (0.946) CFI = (0.954) TLI = (0.938) RMSEA = (0.038) This
evaluation procedure leads to capital being received and further analysis performed to

validate the hypotheses we have proposed.
Table 3. Hypothesis testing

Hypothesis Std | Estim | Std | Critical | p Conclusi
estim ate error ratio on
ates
H1: Innovation Capability — 0,806 | 0,774 | 0,038 | 8,631 |**** | Accepted
Share Value Relational Capital
H2: Share Value Relational 0,781 | 0,904 | 0,044 9,326 |**** | Accepted
Capital = SMEs Bussines

Performances
H3: Innovation Capability 7=6,2 *xEk 1 Accepted
— Share Value Relational 874
Capital = SMEs Bussiness

Performance

H4: Share Value Relational 0,809 | 0,914 | 0,062 | 9,883 |**** | Accepted

Capital = Sinergized Nettwork
Asset

H5: Sinergyzed Nettwork Asset | 0,697 | 0,813 | 0,071 9,914 |**** | Accepted

— SMESs Bussiness
Performance

Source :Author own research.2023
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The second step is the Hypothesis Testing according to the criteria listed in Table
3. When the probability value is below 0.05 and CR is greater than 1.96, the hypothesis
is considered significant and accepted. The Hypothesis Testing confirmsatory factor
analysis model has been converted into a structural model and used to test the hypothesis
in this study. The test results of the hypothesis testing are shown in Table 3. The
regression coefficient for each hypothesis path is shown in Table 3 below: H1 = (0.774)
H2 = (0.904) H4 = (0.914) H5 = (0.813) With a critical ratio value of >2.0, all the
proposed hypotheses are accepted. The third step is the determination of the mediation

effect in this study according to the previous hypotheses built.

Share Value
Relational

SME's Business

verformance
Capital Perfonmnance

Synergized
Nettwork
Asset

The effect of a large relationship is shown by the variable share value relational
capital which serves as a mediator between innovation capability and SMEs business’s
performance. It is indicated by the numbers from the statistical test results using the Sobel
test, Z value = 6,2784. This result is more than the cut-off value of 2.00, implying that
the variable share value relational capital successfully mediates between innovation

capability and SME,s business performance.

DISCUSSION

As far as we are aware, no research model exists which links stock value with relational

capital and thus bridges this gap between innovative capability and SME performance. The

acceptance of the hypothesis in this study provides recommendations for the emergence of

different path strategies to improve SME business performance. The first path strategy is

innovation capability to share value relational capital to SME business performance. If the firm

is able to expand in terms of its product range, it will be able to influence the emergence of

various efforts to share knowledge in measuring and improving the firm's knowledge. In line

with this, it will raise cognitive awareness to build collaborative efforts in continuity.
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An increase in the use of insights and the ability to absorb various social issues will have
an impact on the emergence of efforts to maintain customer satisfaction, so it will always
produce a competitive advantage for SMEs. In addition, the ability of SMEs to deliver new
products quickly will lead to efforts to always coordinate and integrate with different business
cases. These endeavors are expected to lead to various increases in profits and sales. In addition,
the use of the latest technology in the development of new products will have an impact on the
efforts of SMEs to constantly generate new knowledge and keep abreast of the latest
developments in order to be able to compete in the market. The second strategic Pathway is the
ability to innovate to share the value of relational capital to synergise network assets to SME
business performance. SMEs are expected to be able to use existing technology to create
collective solutions. This will affect the emergence of various coordination and integration in
various competitive complex business cases [16], [23].

This solution is highly expected because it is expected to be able to provide a form of
effort to maintain the competitive advantage of SMEs. In addition, when SMEs have an
orientation towards expanding the company's product range, this will always encourage SMEs
to form a variety of knowledge and measure using the insights of SMEs to always have a
commitment and build cooperation in maintaining customer satisfaction [1]. If SMEs are
progressive and fast enough to introduce new products, it is expected that they will be able to
form an integrated effort with the emergence of new knowledge in tracking the progress of
current competitors. So that this will lead to various efforts to ensure the availability of
resources owned by SMEs, so that it will be able to realise profit growth [24]-[26].

The acceptance of the hypothesis proposed in this study has provided a new insight for
SME management that the key for SMEs lies in their ability to build innovation capability in
the provision of new products. In line with this finding, we emphasise that relational capital
share value has advantages and strengths in attempting to bridge from improving innovation
capability to SME business performance. The results of this study suggest that synergised
network assets can be improved through the role of the share value of relational capital. Thus,
the increase in synergised network assets enhanced by share value relational capital will be

able to provide a boost to the business performance of SMEs.

MPLICATIONS.

The results of this study contribute to the theoretical implications related to the
application of resource-based theory and intelligence theory in SME management. The first
implication is related to relational capital. Innovation capability is the most important capital
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for the creation of relational capital and this must be owned by SMEs in order to improve SME
business performance. In addition, the concept of resource-based theory has provided a
disposition in certain management of SMEs to always be able to produce various innovations,
although still in a rather simple direction [45]-[51]. However, as long as it is able to create
relational capital through value sharing. The concept of relational capital can be seen as a
process that will balance the role of shared value relational capital in the network in improving
the business performance of SMEs. This can be a real answer to how SMEs are theoretically
expected to understand and adopt the philosophy of resource-based theory to improve their
business performance. Two managerial insights will provide a contribution related to the role
of and synergised network assets when mediating the influence between innovation capability
and SME business performance so that SMEs can choose to increase their profitability.
resource based theory provides a perspective that when resources are rare, valuable, difficult
to imitate and cannot be replaced may be the best position for SMEs to achieve long-term
success. Capability should be a big question related to what the organisation can do based on
its resources. Innovation capability can be seen as an asset that is valuable enough for
companies to create and maintain a competitive advantage. Innovation capability is expected
to be a key factor in the success of SMEs. When SMEs have innovation capability and a high
level of innovation capability, this will enable the development of a variety of new products
and services.

The excess will have an impact on increasing market share and profitability of the firm.
There is a kind of overlap between the relational model and the capabilities and the business
performance of the firm. When the relational mode has a dimension such as maintaining the
value of the firm's relationships with stakeholders, including customers, employees and
suppliers. It can be seen as an essential component of the firm as a whole that is expected to
contribute to the long-term success of SMEs. It is also capable of creating conditions for
competitive advantage for SMEs based on a resource-based theory perspective. Relational
capital can be seen as a distinctive competence that should enable the firm to build strong
relationships with stakeholders. To increase loyalty and repeat business in the context of SMEs.
The relationship between innovation capability will be able to drive an increase in relational
capital based on value sharing between SME managers. This can improve the business
performance of these SMEs in terms of resource-based theory. In addition, the existence of
network synergy is increased when SMEs with high innovation capability have strong
relational capital. In addition, the innovation capability owned by SMEs needs to be developed
and maintained by SMEs. If SMEs understand the consequences of the dynamics of

28 (ICTMT) - VOLUME. 1, NO. 2 2023



e-ISSN : 3031-5999, Hal 19-33

competition is quite strong, then the existing innovation will be able to erode quickly because
most of the SMEs in Central Java lack the ability to innovate. It is expected that SMEs will
continue to invest in the improvement of their innovation capabilities.

Finally, the practical contribution can be explained that the synergetic network is
expected to continue to be developed and maintained by emphasising efforts to ensure the
availability of resources owned by SMEs. SMEs are expected to be able to establish a variety
of continuity in building cooperation and strive to make a collective problem solving. SMEs
are expected to be able to strengthen the power of synergy network assets. This ability should
be a must for SMEs to continue to improve various efforts to build networks in continuity.
Finally, the practical conclusions that can be drawn from the role of synergy network assets
can be enhanced by relational capital that has a character of emphasis on shared value.
Assuming that this is the case, synergised network assets can make a significant contribution
to improving SME performance. This is achieved through providing access to SME-owned
resources and capabilities, increasing innovation, reducing costs and improving SME market

position to achieve competitive advantage.

LIMITATIONS AND FUTURE RESEARCH AGENDA

The study conducted in this research on the role of share value relational capital presented
in this article is still preliminary. Further development such as the expansion or determination
of the dimensions of the construction of share value relational capital as a device in soft or
moderate business strategies that can improve the business performance of the company. In
addition, the limitations of this study are shown by the SME sample frame which is only taken
in Central Java province, so the concept of share value relational capital does not have the
power to generalise to improve business performance on a more comprehensive scale.
Replication of this research study on share value relational capital will open up research space
to make broader generalisations. However, with the various limitations in this study regarding
the role of share value relational capital in mediating the effect between innovation capability
and SME business performance, the acceptance of the hypothesis in this study has become
evidence that the concept has been able to demonstrate its role as an antecedent and

consequence to improve SME business performance.
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