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Abstract 

This article discusses the importance of Knowledge Management Dimension on the 

Performance of MSMEs. The data used in this study are primary data through interviews and 

a list of questions with a questionnaire. Analysis of the data in this study using a structural 

equation model with the analytical tool used is using AMOS. The results showed that the 

coefficient of determination of Knowledge management influence could explain by the 

Knowledge Sharing, Knowledge Creation and Knowledge Implementing about 88,6%. The 

coefficient of determination for the magnitude of Organizational performance influence, which 

can be explained by the organization's variable dimensions of organizational culture, 

organizational structure, training, and knowledge sha Knowledge Sharing, Knowledge 

Creation, Knowledge Implementing and Knowledge management aboout 6,9%. From testing 

the hypothesis that Knowledge Sharing, Knowledge Creation and Knowledge Implementing 

positively and significantly affects Knowledge management. But on testing the hypothesis that 

Knowledge Sharing, Knowledge Implementing and Knowledge management also positively 

and significantly affects Organizational performance, While knowledge creation negatively 

and not significantly affects Organizational performance. 

 

Key words: Knowledge Management, MSMEs, Organizational performance, Structural 

Equation Model (SEM).  

 

INTRODUCTION 

In the current era of globalization development, Micro, Small and Medium 

Enterprises (MSMEs) are one of the pillars of Indonesia's economic development. According 

to  Buntoro et al., (2023) the existence of Micro, Small and Medium Enterprises (MSMEs) is 

one of the main pillars in the national economy because they can develop and be consistent 
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to improve welfare. Because MSMEs have goals that are interrelated with each other in order 

to improve their abilities. The increase in MSME growth is very helpful for the country's 

economic growth (Wierzbiński et al., 2023; Zsigmond & Mura, 2023). This is because MSMEs 

are one of the determining factors for economic success. 

Regional development is directed to the development of economic activities that can 

provide welfare to the community. One of them is by improving the performance of MSMEs 

so that they are resistant to crises and a less supportive economy (Riadi et al., 2023). The 

development of MSMEs brings increasingly fierce competition, as a result of which MSMEs 

that are unable to compete will be displaced from business competition. The efforts that can 

be made to make MSMEs more competitive, independent, and contribute to the regional 

economy are through increasing the knowledge of MSME owners through various ways and 

policies taken by the local government (Hadi & Marpaung, 2023; Siddiqui et al., 2024). There 

are many obstacles that must be faced by MSMEs today, including a lack of business capital, 

lack of access to technology that is not proportional to technological developments. In 

addition, MSMEs have limitations in product marketing, lack of quality human resources. 

Moreover, the management of MSME management which is still traditional has not yet 

reached the modern direction (Mauludin et al., 2023). 

Knowledge management of management or often referred to as knowledge 

management, is a strategy directed to organization owners about knowledge in the 

management of an organization so that it is expected to improve the performance of MSMEs 

that have competence and competitiveness. Organizational performance is one of the 

benchmarks regarding how a business achieves each of its goals (Kanaan et al., 2024). 

According to Han et al., (2024) In the process of achieving performance as an illustration of 

business success, knowledge is a crucial organizational resource and knowledge managed 

effectively by the organization in knowledge management provides a guarantee of 

sustainable competitive advantage for an organization.  The knowledge possessed by 

employees can affect their abilities, when knowledge increases, an individual's ability can 

indirectly increase so that their performance will also be affected. 

Knowledge Management is the management of functions that create or place 

knowledge, manage the flow of knowledge, and ensure knowledge is used effectively and 

efficiently for the long-term benefit of the organization (Alharbi & Aloud, 2024). The 

increase in MSME growth is very helpful for the country's economic growth. MSMEs that are 

unable to compete will be displaced from business competition. The efforts that can be made 

to make MSMEs more competitive, independent, and contribute to the regional economy are 

through increasing the knowledge of MSME owners through various ways and policies taken 

by the local government (Durst et al., 2024). Knowledge management is seen as important 
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for creative MSME activities in terms of encouraging the actualization of business unit 

innovation as a whole. The actualization of creative MSME innovations requires the efficient 

use of knowledge or knowledge management. In addition, technological acceleration 

supported by artificial intelligence is considered to be able to encourage competitive 

competitiveness to improve welfare (Sima et al., 2022). 

 

LITERATURE ANALYSIS  

According to Abuaddous & Abualodous (2022), organizational performance is 

something that has been achieved by the organization in a certain amount of time, both 

related to inputs, outputs, outcomes, benefits, and impacts. The performance dimension in 

an organization is a quantitative and qualitative measure that describes the level of 

achievement of goals or objectives that have been set. Organizational performance 

indicators are measured based on several measures, namely: (1) the financial perspective or 

this financial perspective is related to the company's income and expenses because the 

company must be able to manage finances well so that its finances continue to be stable. (2) 

Customer perspective is related to the ability to manage consumers as product users so as 

to create loyal consumers. (3) Internal business perspective related to the business strategy 

owned by the manager to improve and develop the business. (4) innovation and learning 

perspective related to innovation and renewal of products and learning activities both 

formal and non-formal. 

Knowledge management involves all activities related to the acquisition, use, and 

sharing of knowledge by an organization. Evidence shows that this practice is increasingly 

being used and its impact on innovation and other aspects of company performance should 

not be ignored (Mauli & Simorangkir, 2015). Currently, it is important to understand and 

measure knowledge management activities so that organizations can be more efficient and 

governments can develop policies to promote these benefits. Knowledge management is an 

effort to increase useful knowledge in an organization, including familiarizing the culture of 

communication between individuals, providing opportunities for learning, and encouraging 

knowledge sharing (Daud et al., 2010; Valencia-Arias et al., 2024). Knowledge management 

is a system that allows companies to absorb the knowledge, experience, and creativity of 

their staff to improve company performance. According to Cerchione et al. (2015) 

Knowledge management is the ability of a company to manage knowledge from its 

environment and incorporate that knowledge into business processes. Knowledge 

management also aims to assemble a process that has been developed within an 

organization to create, collect, maintain, and disseminate or disseminate all types of 

knowledge information into the organization (Sunyoto et al., 2023). Broadly speaking, the 
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function of knowledge management is to require employees to work well, have adequate 

talents and skills, and have in-depth knowledge of the company's internal and external 

knowledge (Riadi et al., 2023) 

The dimensions of knowledge management needed for MSMEs include: 

1. Knowledge Implementing 

Information and knowledge have profoundly transformed businesses, organizations, 

and society. Knowledge implementing promises concepts and instruments that help 

organizations to provide an environment that supports knowledge creation, sharing, and 

application . The concept that has influenced it integrates it into a framework consisting 

of strategy, organization, systems and economics to create an inspiring design (Valencia-

Arias et al., 2024). 

2. Knowledge Creation 

Knowledge to manage dynamic aspects of an organization's knowledge creation process. 

Its main activity is that organizational knowledge is created through continuous dialogue 

between explicit knowledge. It is said that while new knowledge is developed by 

individuals, organizations must put an important role in articulating and reinforcing that 

knowledge. A theoretical framework is developed that provides an analytical perspective 

on the constituent dimensions of knowledge creation (Alharbi & Aloud, 2024). 

3. Knowledge Sharing 

Presenting a motivational model of knowledge sharing based on a combination of 

planned behavior theory and self-determination theory, along with one that supports the 

model and suggestions for the future (Zsigmond & Mura, 2023). MSMEs are required to 

have knowledge sharing to learn organizational behavior. As well as designing the 

importance of human resource (HR) management, including staff, job design, 

performance, managerial style, and training. (Sima et al., 2022) 

 

METHODOLOGY  

This study uses the method used in this study using the explanatory research method 

which is used to find out how much the relationship between variables, indicators that 

reduce the size of knowledge management variables consist of knowledge implementing, 

knowledge creating, knowledge sharing, and the dependent variable is the improvement of 

MSME performance. The research design in this study is quantitative and descriptive. The 

population carried out in this study is MSME business actors in Sungai Penuh District. The 

questionnaire was distributed using a google form to MSME owners. The questionnaire that 

was successfully returned was 125 respondents. For data analysis using AMOS software. 
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RESEARCH AND RESULTS 

The Structural Equation Model (SEM) is a statistical technique for testing and 

estimating causal relationships by integrating factor and path analysis. SEM can examine a 

series of dependency relationships simultaneously. This is very useful in testing that the 

theory contains several equations involving dependency relationships. SEM is a 

development of the General Linear Model (GLM) with multiple regression as its main part. 

SEM is more reliable, illustrative and robust than regression techniques when modeling 

interactions, nonlinearity, measurement errors, correlation of error terms and correlations 

between multiple independent variables (Elizar et al., 2017) . 

 

Model Test 

 
Figure 1. Structural Equation Model (SEM) Test Results 

 

The results of the model testing are: 

1) Absolute Fit Indices 

a. The result of DF is 19 which is interpreted as "accepted" because it has a 

positive value  

b. The result of X2/DF is 1.750 which is interpreted as "accepted" because the 

lowest limit is 1.0, the highest limit is 2.032. 

2) Icremental Fit Indices 

a) The results of GFI = 0.743, AGFI = 0.639, TLI = 0.800 and CFI = 0.839 which 

are interpreted as "accepted" because they are in the criteria of a value range 

of 0-1, closer to 1 the better 

b) The results of RMR = 0.034 and RMSEA = 0.056 which are interpreted as 

"accepted" because they are in the < criteria of 0.08 
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3) Parsimony Fit Indices 

The results of PNFI = 0.638 and PCFI = 0.673 which are interpreted as "accepted" 

because they are in the criteria of a value ranging from 0 -.1  

Based on the explanation of the results of the model test above, it is produced that the 

model in this study can be accepted. 

 

Hypothesis Testing 

Hypothesis testing in this study uses a comparison of the results of the Critika Ratio 

and P. With the criterion of the value of the Critical Ratio > 1.96 or the P value is below 0.05. 

The results of hypothesis testing can be seen in table 1 below: 

 

Table 1. Hypothesis Testing 
   Estimate S.E. C.R. P 

Knowledge_management <--- Knowledge_Implementing 1.063 .122 8.717 *** 

Knowledge_management <--- Knowledge_Creation 1.490 .146 10.194 *** 

Knowledge_management <--- Knowledge_Sharing .263 .149 1.989 .037 

Organizational_performance <--- Knowledge_management 1.104 .095 11.602 *** 

Organizational_performance <--- Knowledge_Implementing 1.938 .229 8.450 *** 

Organizational_performance <--- Knowledge_Creation -.130 .265 -.492 .623 

Organizational_performance <--- Knowledge_Sharing 2.091 .255 8.212 *** 

 

From the table above, the results of the Hypothesis test are: From the table above, the 

results of the Hypothesis test are: 

1) The hypothesis test between Knowledge Implementing on Knowledge management is 

with the result of CR = 8.717 and P = 0. With the conclusion that Knowledge Implement-

ing has a positive effect on Knowledge management is acceptable. Because it meets the 

criteria where CR > 1.96 and P < 0.05. 

2) The hypothesis test between Knowledge creation on Knowledge management is with 

the result of CR = 10.194 and P = 0. With the conclusion that Knowledge Creation has a 

positive effect on Knowledge management can be accepted. Because it meets the criteria 

where CR > 1.96 and P < 0.  

3) The hypothesis between Knowledge Sharing on Knowledge Management is that the re-

sult is CR = 1.989 and P = 0.037. With the conclusion that Knowledge Sharing has a pos-

itive effect on Knowledge_management is acceptable. Because it meets the criteria 

where CR > 1.96 and P < 0.05 
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4) The hypothesis test between Knowledge management on Organizational performance 

is with the result of CR = 11.602 and P = 0. With the conclusion that Knowledge man-

agement has a positive effect on Organizational performance can be accepted. Because 

it meets the criteria where CR > 1.96 and P < 0.05 

5) The hypothesis test between Knowledge Implementing on Organizational performance 

is with the result of CR = 8,450 and P = 0. With the conclusion that Knowledge Imple-

menting has a positive effect on organizational performance can be accepted. Because 

it meets the criteria where CR > 1.96 and P < 0.05 

6) The hypothesis test between Knowledge Creation on Organizational_performance is 

with the result of CR = -0.492 and P = 0.623. With the conclusion that Knowledge Crea-

tion has a negative effect on organizational performance is unacceptable. Because it 

does not meet the criteria where CR < 1.96 and P > 0.05. 

7) The hypothesis test between Knowledge Sharing on Organizational performance is with 

the result of CR = 8,212 and P = 0. With the conclusion that Knowledge Sharing has a 

positive effect on organizational performance can be accepted. Because it meets the cri-

teria where CR > 1.96 and P < 0.05. 

 

Analysis of Direct Effect, Indirect Effect and Total Effect 

Direct Effect, Indirect Effect and Total Effect analysis are used to see how the influ-

ence between each construct is achieved. Direct effect is an influence using a single-ended 

arrow. Indirect effect is an influence that arises due to the impact of variable influences, in-

cluding. Total effect is the influence and effect of various relationships in the research model. 

 

Table 2. Total Effect 

 Knowledge 

Sharing 

Knowledge 

Creation 

Knowledge 

Implementing 

Knowledge 

management 

Organizational 

performance 

Knowledge 

management 
.300 -.734 1.464 .000 .000 

Organizational 

performance 
.014 .239 -.063 -.552 .000 

 

Table 3. Direct Effect  

 Knowledge 

Sharing 

Knowledge 

Creation 

Knowledge 

Implementing 

Knowledge 

management 

Organizational 

performance 

Knowledge 

management 
.300 -.734 1.464 .000 .000 
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 Knowledge 

Sharing 

Knowledge 

Creation 

Knowledge 

Implementing 

Knowledge 

management 

Organizational 

performance 

Organizational 

performance 

.179 -.167 .746 
-.552 .000 

 

 

Table 4. Indirect Effect  

 Knowledge 

Sharing 

Knowledge 

Creation 

Knowledge 

Implementing 

Knowledge 

management 

Organizational 

performance 

Knowledge 

management 

.000 .000 .000 
.000 .000 

Organizational 

performance 
-.166 .406 -.809 .000 .000 

 

From the results of Tables 2, 3 and 4, conclusions are drawn from each Effect into a 

matrix: 

 

Tabel 5 Matrix of Coefficients of Total Effect Path, Direct Effect and Indirect Effect 

Description  
Direct Effect  Indirect Effect  Total Ef-

fect 

The Effect of Knowledge Sharing on Organizational Per-

formance 

0,179 -0,166 0,014 

The Effect of Knowledge Creation on Organizational per-

formance 

-0,167 0,406 0,239 

The Effect of Knowledge Implementing on Organizational 

performance 

0,746 -0,809 -0,063 

The Effect of Knowledge Sharing on Knowledge manage-

ment 

0,300 - 0,300 

The Effect of Knowledge Creation on Knowledge manage-

ment 

-0,734 - -0,734 

The Effect of Knowledge Implementing on Knowledge 

management 

1,464 - 1,464 

The Effect of Knowledge management on Organizational 

performance 

-0,552  -0,552 

 

From the Matrix of Total Influence Path Coefficients, Direct Influence and Indirect 

Influence above, the results are obtained: 

1) The direct effect between Knowledge Sharing on Organizational Performance is 

0.179. The indirect effect of Knowledge Sharing through Knowledge management on 

http://creativecommons.org/licenses/by-sa/4.0/
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Organizational Performance was -0.166. This is interpreted as Direct effect > Indirect 

effect (0.179 > -0.166). So it can be interpreted in this study that Knowledge manage-

ment is a variable that cannot mediate Knowledge Sharing to the Organizational Per-

formance of MSMEs. 

2) The direct effect between Knowledge Creation on Organizational Performance is -

0,167. The indirect effect of Knowledge Creation through Knowledge management on 

Organizational Performance was 0,406. This is interpreted as Direct effect < Indirect 

effect (-0,167 < 0,406). So it can be interpreted in this study that Knowledge manage-

ment is a variable that can mediate Knowledge Creation to the Organizational Perfor-

mance of MSMEs. 

3) The direct effect between Knowledge Implementing on Organizational Performance 

is 0,746. The indirect effect of Knowledge Implementing through Knowledge man-

agement on Organizational Performance was -0,809. This is interpreted as Direct ef-

fect > Indirect effect (0,746 > -0,809). So it can be interpreted in this study that 

Knowledge management is a variable that cannot mediate Knowledge Implementing 

to the Organizational Performance of MSMEs. 

 

Squared Multiple Correlations 

To see the magnitude of the influence of each variable on exogenous variables, it can 

be seen in the table 6 below below : 

 

Tabel 6. Squared Multiple Correlations 
   Estimate 

Knowledge_management   .886 

Organizational_performance   .069 

 

The Knowledge management estimate is 0,886, which means Knowledge manage-

ment variability which can be explained by the Knowledge Sharing, Knowledge Creation and 

Knowledge Implementing 88,6%. While the coefficient of determination of the Organiza-

tional performance equation is 0,069 or the Organizational performance variable which can 

be explained by the variability of Knowledge Sharing, Knowledge Creation, Knowledge Im-

plementing and Knowledge management by 6,9%. 
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CONCLUSION  

The results showed that the coefficient of determination of Knowledge management 

influence could explain by the Knowledge Sharing, Knowledge Creation and Knowledge 

Implementing about 88,6%. The coefficient of determination for the magnitude of 

Organizational performance influence, which can be explained by the organization's variable 

dimensions of organizational culture, organizational structure, training, and knowledge sha 

Knowledge Sharing, Knowledge Creation, Knowledge Implementing and Knowledge 

management aboout 6,9%. From testing the hypothesis that Knowledge Sharing, Knowledge 

Creation and Knowledge Implementing positively and significantly affects Knowledge 

management. But on testing the hypothesis that Knowledge Sharing, Knowledge 

Implementing and Knowledge management also positively and significantly affects 

Organizational performance, While knowledge creation negatively and not significantly 

affects Organizational performance. 
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