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Abstract: This study aims to answer two questions, namely whether social media usage 
affects the firm performance of  Small Medium Enterprise (SME), and what factors 
encourage SME to use social media. Using path analysis, this study proves that social 
media usage has a positive significant influence on firm performance of SME. While 
using the Technological-Organizational-Environmental (TOE) framework, it was found 
that organizational factor has the greatest positive influence on social media usage. 
Environmental factor are the second biggest factor that encourages SME to use social 
media. While the technological factor is the  least factor that influence SME to use social 
media. This research was conducted in 300 SMEs in West Java, Indonesia, and involved 
various business sectors ranging from food and beverage to automotive. The findings 
of this study contribute to the academic discussion of strategic entrepreneurship on the 
relationship between social media usage and firm performance. The findings of this study 
can also provide direction to examine how is the mechanism of the relationship between 
social media usage and firm performance of SME.

Keywords: social media usage, TOE framework, firm performance, SME

Abstrak: Penelitian ini bertujuan menjawab dua pertanyaan, yaitu apakah penggunaan 
media sosial mempengaruhi kinerja perusahaan Usaha Kecil dan Menengah 
(UKM), dan faktor apa yang mendorong UKM menggunakan media sosial. Dengan 
menggunakan analisis jalur, penelitian ini membuktikan bahwa penggunaan media sosial 
berpengaruh signifikan positif terhadap kinerja perusahaan UKM. Saat menggunakan 
kerangka Technological-Organizational-Environmental (TOE), ditemukan bahwa 
faktor organisasi memiliki pengaruh positif terbesar terhadap penggunaan media 
sosial. Faktor lingkungan merupakan faktor terbesar kedua yang mendorong UKM 
menggunakan media sosial. Sedangkan faktor teknologi merupakan faktor yang paling 
sedikit mempengaruhi UKM untuk menggunakan media sosial. Riset ini dilakukan pada 
300 UKM di Jawa Barat, Indonesia, dan melibatkan berbagai sektor usaha mulai dari 
makanan dan minuman hingga otomotif. Temuan penelitian ini berkontribusi pada 
diskusi akademik kewirausahaan strategis tentang hubungan antara penggunaan media 
sosial dan kinerja perusahaan. Temuan penelitian ini juga dapat memberikan arah untuk 
mengkaji bagaimana mekanisme hubungan penggunaan media sosial dengan kinerja 
perusahaan UKM. 

Kata kunci: penggunaan media sosial, kerangka kerja TOE, kinerja perusahaan, UKM

Article history: 

Received 
26 October 2022
 
Revised
8 December 2022
 
Accepted 
14 February 2023
 
Available online 
31 May 2023

This is an open access 
article under the CC 
BY license (https://
creativecommons.org/
licenses/by/4.0/)



Indonesian Journal of Business and Entrepreneurship, Vol. 3 No. 2, May 2017286

P-ISSN: 2407-5434  E-ISSN: 2407-7321

Accredited by Ministry of RTHE Number 32a/E/KPT/2017

Indonesian Journal of Business and Entrepreneurship, 
Vol. 9 No. 2, May 2023

INTRODUCTION

According to research by Tajvidi & Karami (2017), 
in the last two decades social media has played a 
very important role in business performance. This has 
happened since web 2.0 applications were created and 
the ability of the internet to transfer data through social 
networks which allows individuals to interact online 
has become increasingly easy. Social media can act as 
a mediator between the company and its stakeholders. 
Social media also plays a role in democratizing the 
communication process between companies and their 
audiences.

According to research by Akmese et al. (2016), 
technological improvements lead to rapid information 
sharing (rapid sharing) which makes business behavior 
that depends on consumers (customer-based business 
manner). This pattern of behavior will make the 
company more informed by the opinions expressed on 
social media so that their wishes and expectations can 
be accommodated by the company as input in creating 
and producing products and services that are expected 
to meet consumer expectations. Responding to the 
rapid development of social media, many companies 
and businesses are using social media to improve 
company performance and primarily to increase sales.
Kaplan & Haenlein (2010) define social media as “a 
group of Internet-based applications that build on the 
ideological and technological foundations of Web 2.0, 
and which enable the creation and exchange of user-
generated content”. According to data collected by 
We Are Social, the number of internet users is 202.6 
million (73.7% of the population) with a growth of 
15.5% from 2020 to 2021. As for active social media 
users in Indonesia as many as 170 million or 61.8% of 
the population, an increase of 6.3% in the same year.
Social media has the potential to create financial 
benefits, because using social media allows the creation 
of business value related to branding, sales, customer 
service and product development. According to 
Akmese et al. (2016) who examined public companies 
in Turkey also proved that companies that utilize social 
media have better performance compared to those that 
do not utilize social media.

Small and Medium Enterprises (SME) play a role as 
the foundation for Indonesia’s economic independence. 

Secretary of the Ministry of Cooperatives and SMEs 
Agus Muharram emphasized the importance of SME 
taking advantage of the existence of social media 
to improve the sales performance of their products 
(UMKM Harus Mampu Manfaatkan Media Sosial, 
n.d.). In the midst of a pandemic, the Indonesian 
Ministry of Cooperatives and SMEs noted that there 
were at least 37,000 SME players who felt the impact 
of the Covid-19 virus (Pentingnya Media Sosial Untuk 
Mengembangkan UMKM Di Masa New Normal 
Halaman All - Kompasiana.Com, n.d.). According to the 
Indonesian Retail Entrepreneurs Association, changes 
in consumer behavior patterns have a direct effect on 
modern retail, resulting in a plunge in transactions of 
80-85 percent for non-food products and 30-40 percent 
for food products since the implementation of the social 
restriction in April 2020.

Facing this Covid-19 pandemic, SMEs survive by 
relying on the internet using social media to carry out 
their business activities. The use of social media is 
mainly used as a means of marketing SME products 
because it is faster, practical and easier. Based on 
a survey conducted by the Indonesian Ministry of 
Cooperatives and SMEs, there was a significant increase 
in turnover from SME who were connected to the online 
marketplace during the pandemic. Unfortunately, only 
13 percent of SME are connected to social media 
(Pikiran Rakyat, 2020). The Indonesian Minister of 
Cooperatives and SMEs hopes that the Covid-19 
pandemic will be a momentum for the transformation 
of SMEs into a digital ecosystem (Bisa Menolong Di 
Tengah Covid-19, Pelaku UMKM Diminta Beralih Ke 
Teknologi Digital - Pikiran-Rakyat.Com, n.d.).

In the current pandemic era, the use of social media 
has the potential to improve performance for SME in 
Indonesia, but there is still little empirical evidence 
available. Therefore, research on how the use of social 
media affects SME performance needs to be done. 
Theoretically, there are two theoretical foundations 
that can be used to analyze the use of technology in 
a company, namely: diffusion of innovation (DOI) 
(Rogers, 2010); and the technology, organization, and 
environment (TOE) framework (Tornatzky et al. 1990). 
This study uses the TOE framework to investigate the 
impact of social media use on SME performance in 
West Java.  
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dimensions adopted from Ahmad et al. (2019). The 
use of social media is measured using 9 indicators 
adopted from Ahmad et al. (2019). Finally, company 
performance is measured using 7 indicators and 7 
dimensions adopted from Selvam et al. (2016). All 
variables were tested for validity and reliability before 
distributing the questionnaire. To test the validity, we 
compare the r score and r table from Pearson Product 
Moment and the results obtained are all valid variables 
(r count> 0.113). Reliability testing using the Cronbach 
Alpha criteria method (>0.6) and it is found that all 
variables meet these criteria.

We analyze the use of social media as a technology 
or innovation, so we use the TOE framework. The 
TOE framework was developed in 1990 by Tornatzky 
and Fleischer. TOE identifies three aspects of the 
corporate context that influence the process by which 
technological innovations are implemented: the 
technological context, the organizational context, and 
the environmental context. Compactibility, complexity, 
and relative advantage are characteristics of technology. 
Organizational characteristics include top management 
support and organizational competency, environmental 
characteristics of competitive pressure and technology 
support (Tornatzky et al. 1990). The TOE framework 
can be seen in Figure 1.

METHODS

The population in this study is SME in West Java. The 
sampling technique used in this study is non-probability 
sampling by using incidental sampling. The sample 
used in this study was 300 respondents who are the 
owners or person who understand the firm performance 
and the use of social media in their organization. The 
data was collected by survey using questionnaire and 
conducted from February to April 2021. The data 
processing in this study used SPSS software.

This research uses quantitative research methods with 
descriptive research types. The unit of analysis studied 
in this study is the organization. The organization 
studied is an organization in the form of SME in West 
Java, Indonesia. This study uses a cross sectional 
method where all data will be collected first and then 
processed and analyzed. All items measured in this 
study were measured using a Likert scale, ranging from 
1 (strongly disagree) to 4 (strongly agree).

Technological factor were measured using 24 
indicators and 5 dimensions adopted from Ahmad et 
al. (2019)small and medium-sized enterprises (SMEs. 
Organizational factors were measured using 3 indicators 
adopted from Ahmad et al. (2019). Environmental 
factors were measured using 8 indicators and 3 

Figure 1. TOE Framework (Tornatzky et al. 1990)
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Keller, 2012). So it can be concluded that social media 
is an online platform that is used by each other where 
users can easily participate, interact, share, virtually 
without being limited by space and time.

The use of social media has been shown to have a 
positive effect on company performance (Ainin et al. 
2015; Akmese et al. 2016; Daowd et al. 2020; Garcia-
Morales et al. 2018; Mahboub, 2018; Rienda et al. 
2020; Tajvidi & Karami, 2017). However, different 
findings in the study of (Ahmad et al. 2019) prove that 
the use of social media is not proven to have an effect 
on company performance.

According to Kimathi et al. (2015) firm performance 
was identified as one of the most important indicators of 
the influence of capital structure in the literature review. 
Alajmi et al. (2011) states that firm performance is a 
measurement of what has been achieved by a company 
that shows good conditions for a certain period of time. 
According to Rosli & Sidek (2013), performance is 
a reflection of a company. If the performance is bad, 
then the company is experiencing a setback while if the 
performance is good then the company is progressing. 
So, it can be concluded that firm performance is 
a term used to express something which includes 
organizational performance, the function of a company, 
and the results of a company’s operational activities.
There are two dimensions to measure firm performance 
according to Selvam et al. (2016), namely the financial 
dimension which includes profitability, growth, market 
value. There are also four strategic dimensions, 
namely customer satisfaction, employee’s satisfaction, 
environmental performance, and social performance.

There are different findings on the effect of using 
social media on firm performance. Several findings 
prove that the use of social media has a positive effect 
on firm performance (Ainin et al. 2015; Akmese et al. 
2016; Daowd et al. 2020; Garcia-Morales et al. 2018; 
Mahboub, 2018; Rienda et al. 2020; Tajvidi & Karami, 
2017), while research by Ahmad, Bakar & Ahmad 
(2019) does not prove this. Therefore, it is necessary 
to investigate whether in the context of SME, the 
use of social media has a positive influence on firm 
performance. Then the hypothesis can be formulated 
as follows:
H1: Social media usage has positive influence on SME 
firm performance.

The TOE framework, as shown above, provides an 
analytical framework that can be used to study the 
adoption and assimilation of various types of information 
technology innovations. The TOE framework has a 
solid theoretical basis, consistent empirical support, 
and potential applications for information systems 
innovation. Several technology adoption studies that 
use the TOE framework include studies from  Triono 
(2019); Utami (2014); Febriantika, Sari & Hadining 
(2019); Setiyani & Yeny (2021); Malik et al. (2021).

Based on the research of Triono (2019) stated that the 
technological and organizational aspects have a positive 
and significant influence on the adoption of information 
technology in SME, but there is no significant effect 
from the environmental aspect. A similar study by 
Ahmad et al. (2019) stated that organizational and 
environmental aspects have a positive influence on the 
use of social media, but the technological aspect only 
slightly affects the use of social media. Simultaneously, 
this study states that technological, organizational, and 
environmental aspects have an influence on the use of 
social media.

Blanchard (2015) defines social media as 
communication tools, such as telephone and email, that 
support the objectives of important business functions, 
including public relations, marketing, customer interest 
generation, customer service, and market research. 
Some of the best uses for social media activities are 
to support these business functions, and here’s the 
best part: Each of these business functions already 
has objectives and targets, which you can incorporate 
social media activities into.

According to Van Dijk (2013), social media is a media 
platform that focuses on the existence of users who 
facilitate them in their activities and collaboration. 
Therefore, social media can be seen as an online 
medium (facilitator) that strengthens the relationship 
between users as well as a social bond. Meikle & 
Young (2011) define social media as a convergence 
between personal communication in the sense of 
sharing between individuals (to be shared one to one) 
and public media to share with anyone without any 
individual specificity. Meanwhile, according to Kotler 
and Keller social media is a means for consumers to 
share text, image, video and audio information with 
each other and with companies and vice versa (Kotler & 
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Correlation

To see the strength of relationship between variables 
we use correlation analysis. It can be seen that there is 
no strong relationship between variables. The results of 
the analysis using correlation are presented in Table 2.

Classic Assumption

Classical assumption testing in this study was carried 
out by some test namely normality, heteroscedasticity, 
and multicollinearity. The normality test was carried 
out using the Kolmogorov-Smirnov test and the results 
obtained were 0.049 and at significance of 0.084 
(>0.05) so that it can be concluded that the data were 
normally distributed. To test the variance inequality, a 
heteroscedasticity test was carried out using the scatter 
plot method. From the test results, it is found that the 
data is randomly distributed, does not form a certain 
pattern and is spread above and below the number 0 on 
the Y axis (Figure 3). 

To make sure that there is no strong correlation among 
independent variables, a multicollinearity test was 
carried out by looking at the VIF value. There was no 
multicollinearity if the value was in the range of 0.1 
to 10. In this study it was found that the VIF value of 
the three independent variables, namely technological 
factor, organizational factor, and environmental factor, 
respectively as follows: 1.442; 1.237; and 1.425. So, 
it can be concluded that there is no multicollinearity 
problem from the three independent variables.

To understand how SME adopt social media in their 
business activities, it is necessary to examine what 
factors influence this. Using the TOE framework, the 
use of social media as a form of innovation is influenced 
by three factors, namely technological, organizational, 
and environmental factors. Therefore, the following 
hypothesis can be formulated:
H2:   Technological factor have positive influence on 

the social media usage in SME.
H3:   Organizational factor have positive influence on 

the social media usage in SME.
H4:   Environmental factor have positive influence on 

the use of social media in SME.

The formulation of the conceptual framework based on 
the development of the hypothesis is depicted in Figure 
2.

RESULTS

Descriptive Analysis

The results of the descriptive analysis revealed the 
level of each variable involved, namely technological 
factor, organizational factor, environmental factor, 
social media usage and firm performance. The details 
are summarized in Table 1.

Figure 2. Conceptual framework
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Factor
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Factor

Environmental 
Factor

Social Media 
Usage

Firm 
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Table 1. Variable’s descriptive level
Variable Average Score Level
Technological factor 3.31 Very high
Organizational factor 3.32 Very high
Environmental factor 3.21 Moderate
Social media usage 3.33 Very high
Firm performance 3.05 Moderate

Table 2. Strength of relationship between variables
Relationship Pearson’s Correlation Relation’s strength
X1 (Technological factor) – X2 (Organizational factor) 0.387** Low
X1 (Technological factor) – X3 (Environmental factor) 0.512** Moderate
X1 (Technological factor) – Y (Social media usage) 0.412** Moderate
X1 (Technological factor) – Z (Firm performance) 0.425** Moderate
X2 (Organizational factor) – X3 (Environmental factor) 0.374** Low
X2 (Organizational factor) – Y (Social media usage) 0.506** Moderate
X2 (Organizational factor) – Z (Firm performance) 0.202** Low
X3 (Environmental factor) – Y (Social media usage) 0.439** Moderate
X3 (Environmental factor) – Z (Firm performance) 0.324** Low
Y (Social media usage) – Z (Firm performance) 0.280** Low

 **.Correlation is significant at the 0.01 level (2-tailed)

Figure 3. Scatter plot

Path Analysis

We separate the research model into two models. 
The first model involves TOE variables to social 
media usage. While the second model involves only 
two variables, namely social media usage to firm 
performance. The analysis results of the first model 
(Figure 4). From the analysis obtained the equation for 
the Y variable (social media usage) is as follows:

Y = 0.158X1+0.362X2+0.223X3+0.654

The coefficient of determination of the first model is 
0.346 or 34.6% is presented in the Table 3. Meanwhile, 
to find out the magnitude of the influence of each 
dependent variable on the use of social media, it is done 
by multiplying Beta by Zero-order as follows (Table 4).

From the calculation results, it can be seen that the 
influence of X1 (technological factor) on social media 
usage is 6.5%; X2 (organizational factor) on social 
media usage is 18.3%; and X3 (environmental factor) 
on the use of social media by 9.8%.
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Figure 4. Regression Model 1

Table 3. R-square Model 1

Model R R Square Adjusted R 
Square

Std. Error of 
the Estimate

1 .589a .346 .340 4.53027
a. Predictors: (Constant), Technological Factor,   
    Organizational Factor, Environmental Factor
b. Dependent Variabel: Social Media Usage

Table 4. Independent Coefficientsa

Model
Standardized 
Coefficients Correlations

Beta Zero-order
1 Technological Factor .158 .412

Organizational Factor .362 .506
Environmental Factor .223 .439

a. Dependent Variable: Social Media Usage

In testing the second model involving variables Y 
(social media usage) and Z (firm performance) the 
following results were obtained (Table 5). From the 
results of the second model test, it can be seen that the 
influence of the use of social media on the company’s 
performance is 7.8% (Table 6). Overall, the results 
obtained from the path analysis can be illustrated in the 
following Figure 5.

Hypothesis Testing

This study has four hypotheses that were tested using 
path analysis. The test criteria use a comparison of the t 
value and its significance. In detail the results obtained 
are presented in the following Table 7. Apart from 
testing the hypothesis, further analysis was carried out 
to see how the indirect effect of this research model 
was. The results of the indirect effect analysis using the 
t-value criteria are presented in the following Table 8. 

Judging from the t-value, there is a positive and 
significant indirect effect between each X variable 
(technological factor, organizational factor, 
environmental factor) on Z variable (firm performance) 
mediated by Y variable (social media usage).

Based on the results of data processing, it was found 
that the use of social media had a low positive effect 
on company performance by 7.8%. All analyzes 
conducted to examine the relationship between social 
media usage and firm performance show that social 
media usage has a positive significant effect on firm 
performance of SME. This is in accordance with the 
results of research by Rienda et al. (2020) which states 
that SME in the fashion industry in the UK and Ireland 
can improve their performance through two marketing 
tools, namely registering trademarks and using social 
media. The results of research by Ahmad et al. (2019) 
explain that bandwagon pressure has a significant 
influence on the use of social media. Bandwagon 
pressure is the tendency to follow something because 
everyone else is doing it. This finding is similar to 
Ahmad et al. (2019) research in the case of social 
media, it is likely that SME feel pressured to use social 
media because they want to meet the expectations of 
consumers who already use social media frequently. 
Therefore, it is possible that the trend of SME using 
social media occurs due to bandwagon pressure, 
not due to pressure from competitors. This happens 
because the behavior of consumers who have used the 
latest technology can build a social community, which 

triggers relationships between consumers to promote 
a product. This consumer behavior ultimately affects 
the firm and forces them to enter the social community, 
by using social media in order to respond to market 
needs and trends. In line with the results of this study, 
Tajvidi & Karami (2017) state that social media usage 
has a positive significant impact on firm performance 
in the hotel industry in the UK. Furthermore, research 
by Akmese et al. (2016) which also states that the use 
of social media in tourism companies has a positive 
impact on firm performance in Istanbul. 

According to the results of data processing shows that 
the technological factor has a positive influence on 
social media usage by 6.5%. These results are in line 
with the results of research by Ramdani et al. (2013) 
and Ahmad et al. (2019)small and medium-sized 
enterprises (SMEs, which state that the technological 
factor has a positive effect on social media usage. In 
line with Haridakis & Hanson (2009) also proved that 
the technological factor has a positive influence on 
social media usage.
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Table 5. Regression Result Model 2

Model
Unstandardized Coefficients Standardized 

Coefficients t Sig.

B Std. Error Beta
1 (Constant) 14.593 1.124 12.989 .000

Social Media Usage .194 .038 .280 5.036 .000
a. Dependent Variabel: Firm Performance

Table 6. R-square Model 2
Model R R Square Adjusted R Square Std. Error of the Estimate

1 .280a .078 .075 3.70715

a. Predictors: (Constant), Social Media Usage
b. Dependent Variabel: Firm Performance

Table 7. Hypotheses testing result
Hypotheses t-value Significance level Conclusion
H1: Y (social media usage) → Z (firm performance) 5.036 (>1.968) 0.000 Supported
H2: X1 (technological fator) → Y (social media usage) 2.805 (>1.968) 0.005 Supported
H3: X2 (organizational factor) → Y (social media usage) 6.922 (>1.968) 0.000 Supported
H4: X3 (environmental factor) → Y (social media usage) 3.974 (>1.968) 0.000 Supported

Table 8. Analysis of the indirect effect of variable X on variable Z through variable Y
Indirect effect through Y variable t-value t-table Conclusion
ρZX1 = 0.158 × 0.280 = 0.0442= 4.42% 2.451 1.968 Significant
ρZX2 = 0.362 × 0.280 = 0.1014 = 10.14% 4.072 1.968 Significant
ρYZX3 = 0.223 × 0.280 = 0.0624 = 6.24% 3.119 1.968 Significant

Figure 5. Overall regression model

Organizational factors have a positive influence on 
social media usage. The results of data processing show 
that the organizational factor has a positive influence 
on social media usage by 18.3%. These results are in 
line with the study by Ramdani et al. (2013), which 
states that organizational factor have a positive effect 
on social media usage. Study by Ahmad et al (2019) 
also proved that organizational factors have a positive 
influence on social media usage. These findings 
are also in line with the study by Hoffman & Fodor 
(2010), which states that support from top management 

affects social media usage. All analyses conducted to 
examine the relationship between organizational factor 
and social media usage indicate that organizational 
factor has a positive significant influence on social 
media usage. This result are in accordance with the 
study of Ahmad et al. (2019)small and medium-sized 
enterprises (SMEs which states that organizational 
factor, especially support from top management, have 
a significant effect on social media usage. The research 
suggests top management encourage social media 
usage in carrying out marketing strategies.
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competitive pressures and environmental pressures. 
In this study it was found that from environmental 
factors, the competition dimension was the greatest 
level. It suggested that SME were encouraged to use 
social media to be competitive. The third factor that 
has the least influence on social media usage is the 
technological factor. Technological factors are related 
to the relative advantage, compatibility, complexity, 
trialability, and observability of social media. The 
dimension of the technological factor with the lowest 
level is the compatibility dimension. It suggested that 
social media is not natively compatible to the culture or 
organizational climate of SME.

Recommendations

This study has several limitations. First, the object 
studied in this research is the only SME in West Java, 
so it might be better to widen the scope of the studied 
object to have a more general conclusion. Second, the 
research time is very limited. It is necessary to conduct 
research with more varied time intervals to determine 
the long-term effects of the variables studied in this 
study. Third, the variables used in this study provide 
an unsatisfactory explanation of firm performance of 
SME. Therefore, in the next research, it is necessary 
to answer at least two things. The first is: how the 
mechanism of the relationship between the use of 
social media with firm performance. It could be that 
the mechanism of the relationship that occurs is not 
direct but indirectly through other variables. Second, 
of course, by involving other variables that are proven 
to have an effect on firm performance, for example 
entrepreneurial orientation and market orientation.
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