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Abstract 

 This paper aims to analyze the effect of entrepreneurial orientation, product innovation, and 
information technology on SME’s performance facing the era of industrial revolution 4.0 with 
intellectual capital as mediation variable. This research is associative causal research using the 
quantitative approach. The subjects of the research are owners of convection SME’s in Kebumen 
Regency – Central Java, with the number of population in this research 155. The number of samples 
in this research 112. The sampling technique using simple random sampling technique. The data 
collection used a questionnaire that had been tested for validity and reliability. The data analysis 
technique use multiple regression. 

The results of the research show that entrepreneurial orientation, product innovation, and 
information technology has positive and significant effect on SME’s performance. Intellectual capital 
has positive and significant effect on SME’s performance. Intellectual capital mediates the effect of 
entrepreneurial orientation, product innovation, and information technology on SME’s performance. 
From these results, it can be concluded that entrepreneurial orientation, product innovation, 
information technology, and intellectual capital have a large contribution to the better business 
performance in SME’s.  
Keywords: Entrepreneurial Orientation, Information Technology, Product Innovation, Intellectual 
Capital, SME’s Performance. 
 
Introduction 

The development of science and technology has been increasingly rapid, especially in the era 
of the industrial revolution 4.0 at this time, where there have been many developing technologies 
that exist in various sectors such as business, education, health, and many other sectors in this life 
that can not be separated from the development technology. Industrial revolution 4.0 according to 
Prasetyo and Sutopo (2018) is a comprehensive transformation that exists in all aspects of production 
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that exist in the industry through the integration of digital technology and the internet with 
conventional industries. According to Herman (2016) the industrial revolution 4.0 is marked by the 
development of the Internet of Things (IoT) or the Internet of People (IoP) where with the 
connectivity and digitalization it will be able to make the value of a product produced by 
entrepreneurs become more efficient and the quality of products becomes better. 

Small and Medium Enterprises (SME’s) are the main sectors that have a large contribution to 
the economy in Indonesia, where SME’s are considered strong in the face of crisis shocks. In addition, 
SME’s also have many roles, especially in terms of employment opportunities and sources of income 
for the poor, income distribution, reducing unemployment, poverty, and rural economic 
development. The industrial revolution 4.0 brings benefits to business people, because they can 
easily integrate business activities by utilizing technology, however on the other side industrial 
revolution 4.0 is also a challenge for business people, especially for business people who can’t to 
adapt the development of existing technology. The tight competition in the era of industrial 
revolution 4.0 is not only felt by large-scale companies, but the intense competition is also felt by 
SME’s. In the era of Industrial Revolution 4.0, SME’s are required to have dynamic capabilities and 
strategies that are able to capture new business opportunities, however, in reality the demands in 
the current business environment are still difficult for SMEs to fulfill. According to Matsuno & 
Mentzer (2002) Quality SME’s are still low caused by several internal problems in SME’s. Some of the 
problems faced by SME’s are the lack of product innovation, difficulties in marketing products, lack 
of ability to implement information technology, lack of entrepreneurial orientation and managerial 
roles in managing business in a rapidly changing business environment. Therefore, SME’s need to pay 
attention to several factors to be able to support the performance of their business in order to survive 
and win competition in the era of the industrial revolution 4.0. 

Performance is a level of achievement achieved by business people in a certain period that is 
reflected in the level of output generated both in quantity and quality (Anggadwita & Mustafid, 2013). 
The performance of SME’s can improve if supported by various factors, one of them is 
entrepreneurial orientation. Jayaningrum (2018) defines entrepreneurial orientation as a process, 
practice, and activity of a business carried out using product innovation, risk taking, and proactive 
efforts to win competition in the market. In the context of SME’s, entrepreneurial orientation has a 
strong relationship with the performance of SME’s (Lie et al, 2008). That is because SME’s have the 
ability to respond quickly to any opportunities or threats that exist in the business. SME’s who 
implement entrepreneurial orientation on their business activities will have better business 
performance than SME’s who not adopt entrepreneurial orientation (Wardi, 2015). Matsuno & 
Mentzer (2002) argues that entrepreneurial orientation is a factor that contributes to improving 
business performance. SME’s who have a strong entrepreneurial orientation, will be able to develop 
new product and service concepts towards the needs of existing customers. So, the higher 
entrepreneurial orientation the SME’s have, the higher the business performance of the SME’s they 
produce. 

Another factor that contributes to improving the performance of SME’s is product innovation. 
Atalay (2013) argues that product innovation is the introduction and development of new types of 
goods that are different from existing ones and complement the shortcomings of existing goods by 
emphasizing quality. The results of research conducted by Herlambang and Mawardi (2017) stated 
that product innovation has a positive effect on SME’s performance. The results of the research 
explained that the better and more frequent SME’s who innovate both by creating and developing 
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new ideas, creating attractive designs, adding new products at every opportunity, and actively 
developing the quality of their products, then will be able to improve the performance of these SME’s. 

The use of information technology is a positive approach in promoting SME’s as well as 
strategies in the field of management to facilitate the operations of SME’s (Dahnil, 2014). Adopting 
technology can bring benefits to the efficiency, effectiveness, innovation development of SME’s, and 
ultimately the performance of SME’s will increase. The results of another research conducted by 
Adietya (2017) which states that information technology has a positive effect on SME performance. 
So, the use of information technology in SMEs will be able to support the performance of these SMEs. 

Another factor that is no less important is intellectual capital, which is one of the factors that 
influence the performance of SME’s. In SME’s, intellectual capital is considered very important for 
business development which will ultimately be able to improve welfare by increasing the 
performance of the business being run. Intellectual capital is one of the key determinants of the value 
of a business. The results of research conducted by Alipour (2012) states that intellectual capital has 
a positive and significant effect on the performance of SMEs. Intellectual capital (intellectual capital) 
becomes the main asset that determines success in business competition (Bontis, 2004). 
 Many factors and variables affect business performance, but in this research, the author will 
focus more on discussing the variables of entrepreneurial orientation, product innovation, 
information technology, and intellectual capital to assess whether these variables can really affect 
business performance in SME’s. Although the themes and variables used in this research which 
include the variables of entrepreneurial orientation, product innovation, information technology, 
intellectual capital, and SME’s performance have been widely used in previous studies, but the results 
obtained are not the same. Moreover, there is still rarely research that discusses the problem of the 
contribution of intellectual capital to business performance in the SME’s sector. 

Grand theory of this research is using theory Resource Based View (RBV). Ferreira (2007) 
argues that the RBV theory explains the ownership of internal resources of the company, where the 
success of an effort is determined by the strengths and weaknesses that exist within the company. 
The success of a business is determined by the ownership of resources and the capability of the 
company in turning existing resources into economic benefits. This paper aims to analyze the effect 
of entrepreneurial orientation, product innovation, and information technology on SME’s 
performance facing the era of industrial revolution 4.0 with intellectual capital as mediation variable. 
This research is considered important to be carried out in order to know and provide an overview of 
what variables can make SME’s achieve their best business performance. 
 
Research Framework and Hypothesis 
a. Relationship Between Entrepreneurial Orientation on SME’s Perfomance 
 Abbas (2014) defines performance as the results of work achieved by business people 
expressed based on sales volume, sales growth rate, and customer growth rate, profit growth rate. 
The performance of SME’s can increase in supported of various factors, one of which is 
entrepreneurial orientation. In the context of SME’s, entrepreneurial orientation has a strong 
relationship with SME’s performance (Lie et al, 2008), because SME’s have the ability to respond 
quickly to any opportunities or threats that exist in the business. SME’s that implements 
entrepreneurial orientation in running business will have a better business performance than doesn’t 
adopt an entrepreneurial orientation (Wardi, 2015). The results of research by Frank (2010) and 
Awang (2009) which states that entrepreneurial orientation has no influence on business 
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performance. However, the results of another study by Karami (2019); Mahmood and Hanafi (2013); 
Al Swidi (2011) proves that entrepreneurial orientation has a significant positive effect on business 
performance. Matsuno & Mentzer (2002) argues that entrepreneurial orientation is a factor that 
contributes to improving business performance. Thus, it can be said that SME’s that are able to 
survive in business competition are those who have an entrepreneurial spirit such as being active, 
dare to take risks, and innovating to improve the performance of the business being run 
H1 = Entrepreneurial orientation has a possitive effect on the SME’s performance 
 
b. Relationship Between Product Innovation on SME’s Perfomance 
 Atalay (2013) defines that product innovation is the introduction and development of new 
types of goods and services that are different from those that existed before and complement the 
shortcomings of existing goods or services by emphasizing in terms of quality. Research conducted 
by Herlambang and Mawardi (2017) states that innovation has a positive effect on SME’s 
performance. In this research explained that the better and more frequent SME’s who innovate by 
creating and developing new ideas, creating attractive designs, adding new products at every 
opportunity, and actively developing the quality of their products, then will be able to improve the 
performance of these SME’s. This shows that the better and more often SME’s innovate by creating 
new designs that are more attractive and unique and always control the quality of the products, will 
be able to improve the performance of SMEs. 
H2 = Product innovation has a positive effect on the SME’s performance 
 
c. Relationship Between Information Technology on SME’s Perfomance 

The use of information technology is one of the positive approaches in promoting SME’s as 
well as strategies in the field of management to facilitate operations run by SME’s (Dahnil, 2014). 
Adopting technology can bring benefits to the efficiency, effectiveness, innovation development of 
SMEs, and ultimately the performance of SME’s will increase. According to Adietya (2017) said that 
information technology has a positive effect on SME’s performance. 
H3 = Information technology has a positive effect on the SME’s performance 
 
d. Relationship Between Intellectual Capital on SME’s Perfomance 

Intellectual capital is one of the keys to determining success in business. The results of 
research by Indriastuti (2012) states that there is a positive relationship between intellectual capital 
and the performance of SME’s. Alipour (2012) states that intellectual capital has a positive and 
significant effect on the SME’s performance. Intellectual capital (intellectual capital) becomes the 
main asset that determines success in business competition (Bontis 2004). 
H4 = Intellectual capital a positive effect on the SME’s performance 
 
e. Mediation Intellectual Capital Between Entrepreneurial Orientation, Product Innovation, and 

Information Technology 
Entrepreneurial orientation, product innovation, and information technology will be able to 

improve business performance on SME’s through the role of intellectual capital owned by the 
company. To achieve good business performance, the role of an entity's internal factors is needed. 
According to Ferreira (2007) success in doing business is determined by the resources owned and the 
capability of a business organization to convert existing resources into an economic benefit and 
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success or failure of a business is determined by the strengths and weaknesses that exist in the 
internal business. Intellectual capital is the key to achieving progress in a business. The performance 
of SME’s will improve if in running a business, SME’s have an entrepreneurial orientation, product 
innovation, information technology that is supported by good intellectual capital management in the 
form of human capital, structural capital, and relational capital. Belkaoui (2003) argue that the 
potential strategy in improving business performance is to manage strategic assets in an organization. 
This is accordance with the theory of Resources Based View which consider that the resources and 
ability to run a business are considered to be important for business continuity. The assumption of 
this theory is about how a business can compete with another business by managing the resources 
of the company in accordance with the company's ability to achieve competitive advantage and 
better business performance. 
H5 = Intellectual capital mediates the relationship between entrepreneurial orientation and SME’s 
performance  
H6 = Intellectual capital mediates the relationship between product innovation and SME’s 
performance  
H7 = Intellectual capital mediates the relationship between information technology and SME’s 
performance 
 
The Research Framework is made as Follows 
 

Figure 1 Research Framework 
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owners of convection SME’s located in Kebumen Regency-Central Java, with 155 SME’s units. Based 
on calculations using the Slovin formula, the number of samples that were respondents in this 
research were 112 owners of convection SME’s. The sampling technique in this research uses simple 
random sampling technique. The selection of the sampling technique is because by using the 
technique each sampling unit as an element of the population has the same opportunity to be 
sampled in the research. The sampling procedure is done by using a lottery. Validity testing in this 
research was carried out using Confirmatory Factor Analysis (CFA), while the reliability test was based 
on the value of Cronbach’s Alpha. The data analysis technique used in this research was to use 
multiple linear regression analysis using SPSS software version 21. 
 
Result and Discussion 

The statement items used in this research were 36 statements that had to be answered by 
the respondents. However, after testing the validity there are only 34 valid items. Test the validity of 
statement items used in this research using the CFA (Confirmatory Factor Analysis) by looking at the 
results of the Kaiser Meyer-Olkin (KMO) test. The following are the validity results from 34 statement 
items that are declared valid as follows 

 
Table 1 KMO Value of Validity Test Results 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. 

.646 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 2721.597 
Df 561 
Sig. .000 

Based on the results seen in table 1, the KMO value is 0.646. The KMO value obtained is 0.646 
which is greater than 0.5. This shows that the factor analysis is feasible because according to Ghozali 
(2011) if a high index value ranges between 0.5-1.0, then factor analysis is feasible and vice versa if it 
is less than 0.5, then factor analysis is not worth doing. 
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Table 2 Value Factors Loading Variables 

Variabel 

Rotated Component Matrixa 

Item 
Component 

1 2 3 4 5 

SME’s Performance 

KU1   0.546   
KU2   0.868   
KU3   0.655   
KU4   0.632   
KU5   0.587   
KU6   0.544   
KU7   0.843   

Entrepreneurial Orientation 

OR1 0.879     
OR2 0.910     
OR3 0.531     
OR4 0.885     
OR5 0.855     
OR6 0.779     

Product Innovation 

IP1    0.693  
IP2    0.755  
IP3    0.840  
IP4    0.644  
IP5    0.694  
IP6    0.583  
IP7    0.759  

Information Technology 

TI1     0.691 
TI2     0.557 
TI3     0.718 
TI4     0.822 
TI5     0.859 
TI6     0.661 

Intellectual Capital 

MI1  0.540    
MI4  0.653    
MI5  0.514    
MI6  0.637    
MI7  0.781    
MI8  0.868    
MI9  0.776    
MI3  0.733    

 
Based on the results of the validity test as shown in table 2, the results are obtained that each 

of the statement items on the research instrument is valid because it has a value above 0.5. This is 
evidenced by the acquisition of the correlation value of each statement item where the correlation 
value of each statement item is more than 0.5, so 34 items are declared valid. 
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The results of the reliability test on the questionnaire from the entrepreneurial orientation 
research variables, product innovation, information technology, intellectual capital on the 
performance of SMEs were carried out using SPSS 21. From the results of the tests conducted 
obtained the following results 

 
      Table 3 Reliability Test Results 

Variable Cronbach's Alpha 

SME’s Performance 0.810 
Entrepreneurial Orientation 0.919 
Product Innovation 0.730 
Information Technology 0.821 
Intellectual Capital 0.820 

 
Based on the results of the reliability test, the results obtained that the value obtained has 

met the criteria of good reliability because the value of the Cronbach’s Alpha > of 0.7. So, from the 
results of the reliability test conducted, it can be concluded that the research questionnaire is reliable. 
 
Regression Analysis 

The following are the results of the analysis using multiple regression analysis that has been 
carried out using the SPSS 21 program, as follows: 

 
    Table 4 Summary of Regression Analysis Results 

Control, 
Independent, and 

Mediation 
Variables 

Step 1 Step 2 Step 3 Step 4 Step 5 Step 6 

Gender -0.074 -0.074 -0.036 0.029 0.090 0.097* 
Age 0.199* 0.126 0.166 0.094 -0.016 -0.032 
Level of education -0.098 -0.119 -0.122 -0.041 -0.043 -0.052 
Business duration 0.155 0.142 0.106 0.075 0.093 0.062 
Entrepreneurial 
Orientation (X1) 

- 0.418*** - - - 0.121* 

Product Innovation 
(X2) 

- - 0.329*** - - 0.107* 

Information 
Technology (X3) 

- - - 0.616*** - 0.190*** 

Intellectual capital 
(M) 

- - - - 0.872*** 0.673*** 

R2 0.128** 0.297*** 0.231*** 0.459*** 0.783*** 0.818*** 
ΔR2 0.128 0.169 0.103 0.331 0.655 0.690 

Dependent Variable : SME’s Performance 

        ***p < 0.001; **p < 0.01; *p < 0.05 
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 Based on testing the hypotheses listed in table 4, the results obtained that in the second step 
the beta coefficient value produced was equal to 0.418 with a significance value  p < 0.001. This shows 
that entrepreneurial orientation has a positive and significant effect on the SME’s performance. The 
delta coefficient of determination value (ΔR2) of the entrepreneurial orientation variable on the 
SME’s performance obtained in the second step is 0.169, it shows that the entrepreneurial 
orientation variable can explain the SME’s performance 16.9%, so the first hypothesis in this research 
was accepted.  This shows that to achieve maximum business performance, SME’s must have a good 
entrepreneurial orientation. Entrepreneurial orientation can influence SME’s performance because 
entrepreneurial orientation is one of the key elements that refers to the processes, practices, and 
decision making to improve performance in running a business (Fauni, 2017). The better 
entrepreneurial orientation owned by SME’s, the better business performance will be. 
 The existence of a high entrepreneurial orientation will encourage SME’s to create new ideas, 
open new opportunities for market penetration and conduct experiments by calculating the level of 
risk that will be obtained, so that eventually SME’s will be able to become market leaders by 
implementing strategies and long-term goals. The existence of a clear entrepreneurial orientation 
owned by SME’s will be able to improve the performance of their businesses, so that SME’s will be 
able to maintain their existence in a sharper business environment. The results of this research, have 
provided evidence that entrepreneurial orientation is one of the important instruments in improving 
business performance in SME’s. Entrepreneurship oriented SME’s in each of their business activities 
will be able to mobilize strategic resources to identify every business opportunity that exists. 
 In the third step shows that the beta coefficient value is 0.329 with a significance value p < 
0.001. This shows that product innovation has a positive and significant effect on the performance of 
SME’s. The delta coefficient of determination value (ΔR2) of the product innovation variable on the 
SME’s performance obtained in the third step is 0.103, it shows that the product innovation variable 
can explain the SME’s performance 10.3%, so the second hypothesis in this research was accepted. 
These results indicate that with the product innovation carried out by SME’s, it will be able to create 
better business performance on SME’s. This shows that the better and more often these SME’s 
innovate well by creating new designs that are more attractive and unique and always control the 
quality of the products produced, the SME’s performance will be improved. The higher intensity of 
SME’s in product innovation, the higher performance of SME’s produced (Osei, 2016).  
 The ability of SME’s to innovate their products will enable SME’s to create products that are 
in accordance with the wants and needs of customers. Product innovation by modifying or making 
new products is necessary for business continuity, especially in forming customer loyalty, so that it 
will have an impact on increasing the number of customers and increasing product sales. Ndubisi 
(2014) argues that in a growing business environment, product innovation is needed from businesses 
to increase the value added of the products. Product innovation is seen as a business mechanism to 
be able to adapt a dynamic environment. The changes that exist in the business environment require 
the business people to be able to create new thoughts and offer innovative products. Product 
innovation has an important role not only as a tool to be maintain the survival of a business, but also 
to improve the performance of SME’s maximally. The results of this research contribute to the 
importance of product innovation on business. The existence of product innovations carried out by 
SME’s will be able to contribute significantly to the success of the performance achieved by SME’s. 
SME’s that have a mainstay product and can create in identity for their business, the performance of 
business will increase and business growth will be maintained. Product innovation can’t be separated 
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from the business life because it is a spirit or soul in running a business to be able continue to develop 
and maintain sustainability in the business run. According Aksoy (2017) said that the better and the 
more frequent SME’s who innovate by creating and developing new ideas, creating attractive designs, 
adding new products at every opportunity, and actively developing the quality of their products, it 
will be able to improve the performance of these SME’s. 
 In the fourth step shows that the beta coefficient value is 0.616 with a significance value p 
< 0.001. This shows that information technology has a positive and significant effect on SME’s 
performance. The delta value of the coefficient of determination (ΔR2) of the information technology 
variable on the performance of SME’s obtained in the fourth step is 0.331, it shows that the 
information technology variable can explain the SME’s performance 33.1%, so the third hypothesis is 
accepted. These results indicate that with the use of information technology carried out by SME’s, it 
will be able to create better business performance on SME’s. Information technology is like blood 
and arteries that cannot be separated in running a business. Strategies in business will be more 
effective if supported by accurate information technology (Anand, 2013).  
 Information technology has a set of supporting elements in order to realize a better SMEs 
performance because it is influenced by speed, accuracy, and accuracy. Information technology is 
useful to reduce costs in business activities, especially for SME’s the existence of information 
technology can be utilized to allocate and save their budgets for other uses (Olusola & Oluwaseun, 
2013). Improving the system and maintaining information technology devices will make SME’s more 
be efficient in operationalizing, obtaining information, and can use it as a promotion to the public so 
the businesses runs will grow. 
 Apulu & Latham (2011) argue that SME’s will have good performance if they are able to 
adopt information technology in carrying out their business activities. SME’s will benefit greatly if 
they have a level of understanding in applying information technology doing business because with 
information technology, SME’s will be more adaptive in dealing with dynamics in the business 
environment. Thus, by utilizing information technology, SME’s will be able to easily enter the market, 
so SME’s will easily sell their products and will ultimately have an impact on the increasing level of 
product sales and the level of income generated by SME’s. The use of information technology will 
also enable SME’s to work more efficiently so that the performance of SMEs will improve. The results 
of this research are consistent with the results of previous studies conducted by Adietya (2017) which 
states that information technology has a positive effect on the performance of SME’s, with the 
maximum utilization of information technology will be able to improve the performance of SME’s. 

In the fifth step shows that the beta coefficient value is 0.872 with a significance value p < 
0.001. This shows that intellectual capital has a positive and significant effect on SME’s performance. 
The delta value of the coefficient of determination (ΔR2) of the intellectual capital variable on the 
performance of SME’s obtained in step five is 0.655, it shows that the intellectual capital variable can 
explain the SME’s performance 65.5%, so the fourth hypothesis in this research was accepted. 
Intellectual capital (intellectual capital) can affect the performance of SME’s because intellectual 
capital is one of the main assets that determines success in running a business (Bontis, 2004). Ferreira 
(2007) success in running a business is determined by the resources owned and the capability of a 
business organization to convert existing resources into economic benefits and the success or failure 
of a business is determined by the strengths and weaknesses that exist in the internal business. 
 The component of intellectual capital which includes human capital, structural capital, and 
relationship capital will have an impact on increasing product sales, number of customers, and the 
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level of income obtained by SME’s. The results of this research contribute the importance of 
managing intellectual capital in running a business. The existence of good intellectual capital 
management, will be able to make a significant contribution to the success of business performance 
achieved. Good intellectual capital management will be able to form a unique SME’s resources and 
difficult to imitate competitor, and can develop continuously and sustainably, so SME’s will be able 
to achieve better business performance. 
 In the sixth step, it was found that intellectual capital mediated the effect of entrepreneurial 
orientation on SME’s performance, indicated from the beta coefficient value of entrepreneurial 
orientation after the intellectual capital variable was included, from 0.418 (p < 0.001) to 0.121 (p < 
0.05), so the fifth hypothesis in this research was accepted. This shows that entrepreneurial 
orientation doesn’t directly affect the SME’s performance, but through the presence of 
intermediaries from intellectual capital owned by the SME’s. SME’s performance will improve, if 
SME’s have an entrepreneurial orientation and good intellectual capital management. The results of 
this research provide an understanding that with a good intellectual capital management, it will 
create a good entrepreneurial orientation, so as to create better business performance in SME’s. The 
SME’s performance will be able to increase if on running the business, SME’s have entrepreneurial 
orientation and supported by the existence of good intellectual capital management. It is similar with 
the Resource-Based View theory proposed by Barney (2001) where in that theory is stated that a 
business can excel in business competition and will obtain good performance, if it has, mastering, 
and utilizing strategic assets owned by the company. Thus, through superior resource ownership, 
SME’s will be able to carry out the right business strategies, which will ultimately be able to improve 
business performance on SME’s. 
 Intellectual capital mediates the effect of product innovation on the performance of SME’s, 
this is indicated from the beta coefficient value of product innovation after the intellectual capital 
variable has been entered, from 0.329 (p <0.001) to 0.107 (p <0.05), so the sixth hypothesis in this 
research was accepted. These results show that product innovation doesn’t directly affect the SME’s 
performance, but through the intellectual capital intermediary. In creating product innovation, 
required the role of intellektual capital that has reliable competence to improve the SME’s 
performance. Product innovation that supported by the ability of SME’s to maximize intellectual 
capital performance, will be able to improve the business performance of SME’s. Terziovski (2010) 
argues that intellectual capital is needed in an effort to build a product innovation. Therefore, to 
make a product innovation, the role of intellectual capital is needed. Increasing excellence through 
product innovation and good intellectual capital management will have a good impact on SME’s 
performance. Product innovation cannot be separated from the intellectual capital role owned by 
SME’s. The higher product innovation shows the better of intellectual capital management on SMEs, 
which will have an impact on the higher opportunities to increase competitive advantage as indicated 
by an increase in business performance in SME’s. 
 Intellectual capital mediates the effect of information technology on the performance of 
SME’s, this is indicated from the beta coefficient value of information technology after the intellectual 
capital variable has been entered, from 0.616 (p < 0.001) to 0.190 (p < 0.001), so the seventh 
hypothesis is accepted. This shows that information technology affects the performance of SME’s 
indirectly through intermediaries from intellectual capital. The ability of SME’s to use information 
technology shows that there is good intellectual capital management which has an impact on 
improving SME’s performance. Utilization of information technology accompanied by the ability of 
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SME’s to maximizing the performance of intellectual capital, it will be able to improve the SME’s 
performance. 
 This is in accordance with the opinion of Belkaoui (2003) which states that the potential 
strategy in improving business performance is to manage strategic assets within an organization. 
Resource based view are development theory of management strategic and competitive advantage 
of companies that believe that a company will achieve excellence if it has superior resources 
(Solikhah, 2010). Based on this approach it can be concluded that by managing the resources owned 
by SME’s well, it will affect business performance. Therefore, it is important for SME’s to be able to 
manage their intellectual capital in order to support the process of implementing information 
technology in order to improve SME’s performance. 
 
Conclusion And Recommendation 

From the results of the research it can be concluded that the entrepreneurial orientation, 
product innovation, information technology, and intellectual capital have a major contribution to the 
SME’s performance especially in the era of industrial revolution 4.0. The SME’s performance will 
increase if SME’s can implement maximally the resource-based view, that is by managing the entire 
potential internal resources that are owned appropriately in running the business especially 
intellectual capital resources. Therefore, to maximize the SME’s performance, SME’s need to pay 
attention to aspects of entrepreneurial orientation, product innovation, utilization of information 
technology, and good intellectual capital management. In addition, training and development 
programs from the government for SME’s are also needed, so that they are able to manage their 
businesses better. Besides that, there is also a need for transfer technology for SME’s, because this 
is necessary for SME’s to survive, especially in the era of the industrial revolution 4.0 

 
Theoretical Contribution 
 The results of this study are accordance with the results of previous studies which state that 
entrepreneurial orientation, product innovation, information technology affect the SME’s 
performance. In addition, in this study, the results show that the intellectual capital variable becomes 
a mediating variable between entrepreneurial orientation, product innovation, and information 
technology with the SME’s performance. This proves that resources in the form of intellectual capital 
have an important role for SME’s in improving their business performance. 

Theoretically, the resource-based view (RBV) which is an applied theory in the field of 
management strategic, is relevant to this research and the resource-based view (RBV) is also needed 
for SME’s in doing business. The SME’s performance will increase, if SME’s can optimally apply a 
resource-based view, namely by properly managing all potential internal resources in running their 
business, especially resources in the form of intellectual capital. So, it can be concluded that the 
concept of RBV is considered important to explain the phenomena related to entrepreneurial 
orientation, product innovation, information technology, and intellectual capital in order to improve 
business performance in SME’s. 

 
Managerial Contributions 
 Based on the results of the research that has been done, there are several managerial 
implications for SME’s  in running a business, a business actor needs to have a good entrepreneurial 
orientation because this is one of the factors that contribute to supporting the SME’s performance. 
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The entrepreneurial orientation will provide additional capabilities that can provide diversity and 
added value in running a business. In addition, product innovation is also seen as one of the important 
things to do by SME’s, because product innovation is a mechanism in business to adapt a dynamic 
environment by creating innovative superior products. 
 Information technology is also one of the factors that business actor need to pay attention, 
especially in the digital era. The implementation of information technology will greatly benefit 
business actors, especially for SME’s, because with this information technology, SME’s will be more 
adaptive in dealing with the dynamics in the business environment and SME’s will be able to easily 
enter the market, thus enabling SME’s to work more efficient. In addition, the awareness of SME’s to 
manage assets in the form of intellectual capital also needs to be considered, because intellectual 
capital is one of the key factors to achieve progress in business. 
 Intellectual capital will be able to provide an added value for the sustainability of SME’s. The 
strengthening of intellectual capital will be able to increase self-competence, open insights, 
strengthen cooperation with other parties, increase the bargaining power of SME’s actors and in the 
end will be able to increase the performance of SME’s. Therefore, to be able to maximize the SME’s 
performance, it is necessary to have training and development for SME’s, so they are able to better 
manage their businesses. 
 
Limitations 
 This research contains limitations, including the data collection technique that only uses a 
closed questionnaire, so the choice of answers is not entirely in accordance with the opinions of 
respondents, in addition there are limitations regarding the scope of the research area. Based on the 
limitations of the research as described above, the following are some suggested improvements for 
future researchers : for the future research can use other methods to explore issues in research for 
example using a mix method that is by combining quantitative and qualitative methods to study 
existing problems and next researcher is expected to increase the area to provide better research 
result. 
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