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ABSTRACT 

During pandemics and restrictions on social and economic activities of the community, the role 

of small and medium enterprises (SMEs) contributes tremendously to the economy. This study 

analyzed the Role of Risk-Taking Moderation by small and medium-sized enterprises on the 

relationship of Online Marketing and Offline Marketing to Small and Medium Enterprises 

(SMEs). Using Structural Equation Modeling (SEM), the results of the analysis: Online 

Marketing and Offline Marketing is positively, significantly correlated to the Performance of 

Small and Medium Enterprises. However, the level of signification is stronger than Online 

Marketing. The weakening role of moderation from risk-taking to offline marketing and online 

marketing relationships to the performance of small and medium-sized businesses. It was proven 

during the Pandemic that prudence in risk-taking could save small and medium-sized business 

entrepreneurs from surviving. 

 

Keyword: Performance Small and Medium Enterprises (SMEs), Online Marketing, Offline 

Marketing, Structural Equation Modeling. 

 

1. INTRODUCTION 

The continuity of the business of small and medium enterprises (SMEs) cannot separate from 

the Performance of SMEs themselves. The phenomenon in the community is that business 

existence remains amid uncertain economic turmoil and in the era of the Covid-19 Pandemic 

that causes limited mobility of SMEs entrepreneurs in marketing their products.  

Small and medium enterprises (SMEs) play an essential role in all economies around the world. 

SMEs are responsible for creating jobs, alleviating poverty, contributing to innovation and a 

country's gross domestic product(Cant & Wiid, 2016).  

SMEs' performance is the ability to adapt significantly in risk-taking in an atmosphere full of 

uncertainty and utilize IoT (Internet of things). SME entrepreneurs struggle to earn income and 

profits still. 

Risk-taking is an entrepreneurial orientation that reflects calculated and manageable risks. Risk-

taking is a dominant attribute of entrepreneurship because the higher the risk-taking orientation, 

the higher the profitability and growth of the company(Wambugu et al., 2015).According to 

(Games &Rendi 2019) research, Taking risks is a clear growth path to improve SMEs' financial 

performance. 
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2. LITERATURE REVIEW 

According to(USAID 2019), the Theory of Change (ToC) can apply in SMEs: Theory of 

Market Interconnectedness Change; Business Management Change Theory; Theory of Changes 

in Financial Access; Theory of Business Registration and Tax; Theory of Innovation Change. 

Research results  (Dzisi & Ofosu, 2014)revealed that offline marketing is positively correlated 

and significant to the Performance of SMEs. The same thing conveyed by (H et al., 2015) is 

that marketing in SMEs still uses traditional methods such as print media and hard-selling 

although improving SME Performance. SME owners should consider the findings and seek to 

introduce SME-specific marketing practices to achieve higher volume and sales growth. SME 

marketing practices need to be adapted based on findings to ensure SME marketing practices 

are compatible with current digital approaches. 

According to(Öztamur & Karakadılar, 2014), SMEs' common problems are related to using 

formal language during customer communication and creating less rich unattractive content to 

grab their customers' attention in their social media activities. According to (Eid & El-Gohary, 

2013), Online Marketing, or marketing through social media, positively influences SME pre-

sales activities, after-sales activities, marketing performance, and marketing effectiveness. 

Research conducted by (Manley 2015)By comparing traditional(Offline) marketing with 

internet (Online)or E-Marketing. The internet revolution has changed how many organizations 

conduct business in today's market environment and has specifically changed how companies 

market products to consumers. E-marketingallows marketers to reach a broader target market 

than traditional methods and substantially reduce marketing costs, meaning the difference 

between success or failure in small and medium-sized enterprises (SMEs). By providing a 

comparative analysis between the use of traditional tools and electronic marketing. SME 

owners have no preference in using traditional tools or e-marketing, with the majority 

preferring to use both. However, most marketing tools are used and receiving the most effective 

ratings according to SME owners direct to electronic marketing tools. 

Risk-taking affects the Performance of SMEs. According to the study results by (Kitigin 2017), 

there is a strong positive correlation between risk-taking and the business performance of 

SMEs.(Pratono 2018)confirms the positive impact of risk-taking behavior on a company's 

performance and identifies that risk-taking behavior on a company's performance is more 

effective on low information technology turbulence than high information technology 

turbulence. Different research results conducted by(Le Roux & Bengesi, 2014) show a 

significant negative relationship between risk-taking and SME performance. 

In SMEs, the effectiveness and implementation of enterprise risk management systems 

(ERM)areminor in research literacy. Most small and medium-sized enterprises (SMEs) are 

family companies, where family dynamics influence risky behavior. The research 

results(Glowka et al., 2020) show that ERM implementation has no direct effect on SMEs' 

financial performance.According to(Yakob et al., 2019), The influence of Enterprise Risk 

Management (ERM) on the Performance of Small and Medium Enterprises (SME) shows that 

ERM has a significant effect on the performance of the company. However, only one element 

of ERM is the determination of goals that significantly affect SMEs' performance. 

 

3. CONCEPTUAL FRAMEWORK AND RESEARCH HYPOTHESIS 

The Conceptual Framework of the Research Model can see in Figure 1. 
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Figure 1. Conceptual Framework and Research Hypothesis 

 

Description of Notation: 

Offline Marketing (X1) 

X1.1: We sell our products with direct sales transactions by meeting with consumers. 

X1.2: We sell our products by serving consumers in areas close to where we sell face-to-face. 

Online Marketing (X2) 

X2.1: We sell our products by selling transactions using internetfacilities. 

X2.2: We sell our products by serving consumers in distant areas where we sell, with Social 

Media facilities. 

Risk-Taking (X3) 

X3.1: We tend to take on low-risk, and regular, projects with average small profit rates. 

X3.2: We are cautious of the business environment and cautious of behavior. 

X3.3:We would rather wait and see to minimize losses.  

X3.4: We do not like to take chances in an effort; we like to be morecareful. 

Performance of SMEs (Y) 

Y1: Our customers are increasing every month. 

Y2: Our turnover is constantly increasing. 

Y3: Our marketing is constantly evolving and expanding out of the area. 

Y4: We are constantly increasing the number of employees. 
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Hypothesis 1 (H1): Offline Marketing relates Positively and Significantly to the Performance 

of SMEs. 

Hypothesis 2 (H2): Online Marketing relates Positively and Significantly to the Performance 

of SMEs. 

Hypothesis 3 (H3): There is a weakening role of Risk-Taking moderation in the relationship 

of Offline Marketing with SMEs Performance. 

Hypothesis 4 (H4): There is a weakening role in Risk-Taking moderation in the relationship 

of Marketing Online with SMEs Performance. 

 

4. STRUCTURAL EQUATION MODELING (SEM) 

Structural Equation Modeling (SEM) can see in Figure 2. 

 

 

 
 

Figure 2. Structural Equation Modeling (SEM) 

 

Notations used in Structural Equation Modeling (SEM): 

ξ1: Exogenous Latent Variables (Offline Marketing). 

ξ2: Exogenous Latent Variables (Online Marketing). 

ξ3: Exogenous Latent Variables (Risk-Taking). 

η: Endogenous Latent Variables (Performance of SMEs). 

δ: Measurement error on the manifest variable for Exogenous latent variable. 

ε: Measurement error on the manifest variable for latent variable Endogene. 

γ: Coefficient of influence of exogenous variables on endogenous variables. 

 

Outer Model Equation: 
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Offline Marketing(X1) or (ξ1): 

X1.1 = λX1.1ξ1 + δ1  

X1.2 = λX1.2ξ2 + δ2  

 

Online Marketing(X2) or (ξ2): 

X21 = λX2.1ξ2+ δ3  

X22 = λX2.2ξ2+ δ4  

 

Risk-Taking (X3) or (ξ3): 

X3.1 = λX3.1ξ3+ δ5  

X3.2 = λX3.2ξ3+ δ6  

X3.3 = λX3.3ξ3+ δ7  

X3.4 = λX3.4ξ3+ δ8  

 

Performance of SMEs (Y) or (η): 

Y1 = λY1ξ3+ ε1  

Y2 = λY2ξ3+ ε2  

Y3 = λY3ξ3+ ε3  

Y4 = λY4ξ3+ ε4  

 

Inner Model Equation: 

Performance of SMEs (Y) or (η):γ1ξ1+ γ2ξ2+γ3ξ1*ξ3 + γ4ξ2* ξ3 +ξ1 

  

5. METHODS 

This research method is Explanatory Research, which analyzes 4 (four) hypotheses. Structural 

Equation Modeling (SEM) proves the relationships between the latent variables test. 

Respondents are Small, and Medium Enterprises (SMEs) domiciled in Samarinda City, East 

Kalimantan Province, Indonesia. The small and Medium Enterprise Entrepreneurs (SMEs) 

population is still actively trying as many as 715 entrepreneurs. The sample number of studies is 

496 SMEs Entrepreneurs. In multivariate analysis already considers the relationship between 

variables.  

Using variance-based and factor-based structural equation models (SEM), using the least-squares 

and factor-based methods. (Kock, 2015b)(Kock, 2015a). There is a ten model fit and quality 

index(Kock, 2010)(Kock, 2014)(Kock, 2015c), as follows (refer to Table 1):  
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Table 1. Model fit and quality index 

 

No Model fit & Quality index Criteria Fit 

1 Average Path Coefficient (APC) p < 0.001 

2 Average R-squared (ARS) p < 0.001 

3 Average Adjusted R-squared (AARS) p < 0.001 

4 
Average block Variance Inflation Factor 

(AVIF) 

Acceptable if ≤ 5 

Ideally ≤ 3.3 

5 Average Full Collinearity VIF (AFVIF) 
Acceptable if ≤ 5 

Ideally ≤ 3.3 

6 TenenhausGoF (GoF) 

Small ≥ 0.1 

Medium ≥ 0.25 

Large ≥ 0.36 

7 Simpson's paradox ratio (SPR) 
Acceptable if ≥ 0.7 

Ideally = 1 

8 R-squared contribution ratio (RSCR) 
Acceptable if ≥ 0.9 

Ideally = 1 

9 Statistical suppression ratio (SSR) Acceptable if ≥ 0.7 

10 
Nonlinear- bivariate causality- direction ratio 

(NLBCDR) 
Acceptable if ≥ 0.7 

 

 

6. RESULTS ANDDISCUSSION 

Table 2. Composite reliability coefficients, Cronbach's alpha coefficients, Average 

variances extracted (AVE) 

 

Latent Variables Composite 

reliability 

coefficients 

Cronbach's alpha 

coefficients 

Average variances 

extracted (AVE) 

Offline Marketing (X1) 0.911 0.805 0.837 

Online Marketing (X2) 0.954 0.903 0.912 

Risk-Taking (X3) 0.806 0.676 0.515 

Performance of SMEs (Y) 0.930 0.900 0.770 
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Table 3. Analysis Results Model fit and quality index 

 

No 
Model fit & Quality 

index 
Criteria Fit 

Analysis 

results 

Remarks 

1 
Average Path 

Coefficient (APC) 
p < 0.001 

0.259 

p < 0.001 

Good 

Significant 

2 
Average R-squared 

(ARS) 
p < 0.001 

0.492 

p < 0.001 

Good 

Significant 

3 
Average Adjusted R-

squared (AARS) 
p < 0.001 

0.487 

p < 0.001 

Good 

Significant 

4 

Average block 

Variance Inflation 

Factor (AVIF) 

Acceptable if ≤ 5   

Ideally ≤ 3.3 
1.187 Ideal 

5 

Average Full 

Collinearity VIF 

(AFVIF) 

Acceptable if ≤ 5   

Ideally ≤ 3.3 
2.436 Ideal 

6 TenenhausGoF (GoF) 

Small ≥ 0.1   

Medium ≥ 0.25   

Large ≥ 0.36 0.579 Large 

7 
Simpson's paradox ratio 

(SPR) 

Acceptable if ≥ 0.7 1 Ideal 

Ideally = 1   

8 
R-squared contribution 

ratio (RSCR) 

Acceptable if ≥ 0.9 1 Ideal 

Ideally = 1 1 Ideal 

9 
Statistical suppression 

ratio (SSR) 
Acceptable if ≥ 0.7 

1 Accepted 

10 

Nonlinear- bivariate 

causality- direction 

ratio (NLBCDR) 

Acceptable if ≥ 0.7 

0.750 Accepted 

 

Table 4. R-squared coefficients, Adjusted R-squared coefficients, Q-squared coefficients 

 

Latent Variables R-squared 

coefficients 

Adjusted R-squared 

coefficients 

Q-squared 

coefficients 

Performance of SMEs (Y) 0.492 0.487 0.486 
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Results of 1st Hypothesis Analysis (H1) 

 

 

Figure 3. The best-fitting curve for a multivariate relationship between Offline Marketing 

(X1)with Performance of SMEs (Y) 

The relationship between Offline Marketing (X1) to Performance of SMEs (Y)is Positive (β = 

0.165) and Significant (p < 0.001). This analysis proves statically that Offline Marketing (X1) 

can still improve SMEs Performance (Y). In figure 3, it seemsthat the early stages of Offline 

Marketing (X1) results in a decrease in SMEs Performance (Y), but in the later stages, it 

seems that Offline Marketing (X1) causes an increase in SMEs Performance (Y).  
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Results of the Second Hypothesis Analysis (H2) 

 

 

Figure 4. The best-fitting curve for a multivariate relationship between Online Marketing (X2) 

with Performance of SMEs (Y) 
 

The relationship between Online Marketing (X2) to Performance of SMEs (Y)modeled this 

study: first, the relationship is positive and significant (β = 0.365, p < 0.001). In figure 3, it 

seems that Online Marketing (X2) led to improvements in SMEs' performance (Y); this proves 

statically that Online Marketing (X2) contributes significantly to the improvement of SMEs 

Performance (Y). 
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Results of the Third Hypothesis Analysis (H3) 

 

 

Figure 5.Rocky 3D graph for moderating effect with data points. The role of Risk-Taking 

Moderation (X3) has a relationship between Offline Marketing (X1) and the Performance of 

SMEs (Y) 

In figure 5, The Moderating Role of Risk-Taking (X3) from the results of the analysis is 

significant and weakens the relationship between Offline Marketing (X1) and SMEs 

Performance (Y).  

 

 

 

Fourth Hypothesis Analysis Results (H4) 
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Figure 6.Rocky 3D graph for moderating effect with data points. The role of Risk-Taking 

Moderation (X3) has a relationship between Online Marketing (X2) and the Performance of 

SMEs (Y) 

 

The same is true of the Role of Risk-Taking Moderation (X3) in the relationship of Online 

Marketing (X2) with SMEs Performance (Y). In Figure 6, it is seen from the results of the 

analysis that the Role of Risk-Taking Moderation (X3) weakens the relationship of Online 

Marketing (X2) with Performance SMEs (Y). The role of risk-taking moderation (X3) weakens 

the relationship of Offline Marketing (X1) and Online Marketing (X2) to SMEs Performance 

(Y). 

 

7. CONCLUSION 

The overall conclusions of the results of this analysis are: 

In this pandemic era, offline marketing still needs it is due to the nature of the Samarinda city 

community that still upholds a culture of high social interaction. People still interact physically, 

one with each other, including buying products peddled by small and medium enterprises 

(SMEs). 

From the results of the analysis, Online Marketing shows a more significant contribution 

compared to Offline Marketing. It is understandable that in the pandemic era, people have 

become accustomed to buying and selling using social media facilities and maintaining their 

health from contracting the coronavirus.  

Prudent risk-taking can understand as a strategy to maintain the continuity of efforts of SMEs. 

Amid an atmosphere full of uncertainty, it is wise to be more careful, be safe, and maintain the 

performance of SMEs. 
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The Theory of Change (ToC) proves to occur in society in general and SMEs Entrepreneurs, 

mainly to survive and maintain their business entrepreneurs' continuity.  

Making a change is not a bad thing. Making Change is an inevitability not to be run over from 

the times and a hostile environment. 
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