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Abstrak

Tujuan penelitian ini adalah menyelidiki praktik dan efek knowledge-oriented leadership terhadap terhadap kinerja inovasi
di industri UMKM, dengan mediasi kapabilitas manajemen pengetahuan. Pendekatan Partial Least Square (PLS)
digunakan untuk menganalisis data yang diperoleh dari 170 karyawan beberapa UMKM di Banten. Hasil yang diperoleh
menunjukkan bahwa knowledge-oriented leadership memberi pengaruh yang positif dan signifikan terhadap kapabilitas
manajemen pengetahuan, tetapi tidak berpengaruh signifikan terhadap kinerja inovasi organisasi. Walaupun demikian,
knowledge-oriented leadership berpengaruh positif dan signifikan terhadap kinerja inovasi organisasi melalui kapabilitas
manajemen pengetahuan. Jadi kapabilitas manajemen pengetahuan berfungsi sebagai variabel mediator penuh. Dari
perspektif teoritis, hasil penelitian ini memberikan bukti empiris tentang peran positif kapabilitas manajemen
pengetahuan sebagai faktor yang berpengaruh untuk meningkatkan kinerja inovasi UMKM. Sedangkan, dari
perspektif manajerial, hasil penelitian ini memberikan gambaran pengambil keputusan di UMKM dengan pemahaman
yang lebih baik tentang bagaimana meningkatkan kapabilitas manajemen pengetahuan dan menerapkan gaya
kepemimpinan yang sesuai di era pengetahuan saat ini.

Kata kunci: Kinerja inovasi, kapabilitas manajemen pengetahuan, knowledge-oriented leadership.

Abstract

The purpose of this study was to investigate the practice and effect of knowledge-oriented leadership on innovation
performance in the MSME industry, by mediating knowledge management capabilities. The Partial Least Square (PLS)
approach was used to analyze the data obtained from 170 employees of several MSMEs in Banten. The results obtained
indicate that knowledge-oriented leadership has a positive and significant effect on knowledge management capabilities,
but has no significant effect on organizational innovation performance. However, knowledge-oriented leadership has a
positive and significant impact on organizational innovation performance through knowledge management capabilities.
So knowledge management capability functions as a full mediator variable. From a theoretical perspective, the results of
this study provide empirical evidence about the positive role of knowledge management capability as an influential factor
to improve MSME innovation performance. Meanwhile, from a managerial perspective, the results of this study provide
an overview of decision-makers in MSMEs with a better understanding of how to improve knowledge management
capabilities and apply appropriate leadership styles in the current knowledge era.
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INTRODUCTION

Innovation is a crucial factor for a company to maintain its competitive advantage and become a market
leader. In a knowledge-based society, business organizations face not only the challenge of offering
innovative products and services through effective exploitation of the knowledge resources available to
(Asbari, 2020; Asbari, Santoso, et al., 2020b; Novitasari, Goestjahjanti, et al., 2020; Novitasari, Yuwono, et
al., 2020; Sudiyono et al., 2020), but also challenges how they capture it and use the available knowledge
beyond their limits (Asbari, Purba, et al., 2021a). The knowledge-based view of the enterprise considers
knowledge as a strategic resource that organizations can create value by exploring and exploiting through
proper management and gaining a competitive market position. Proper knowledge management requires
leaders to influence their companies for the acquisition and constructive application of knowledge (Asbari &
Novitasari, 2020a). Due to the shift of leadership from the industrial era to the knowledge era, knowledge-
oriented leadership has become a core factor in organizations to meet challenges in innovation (Novitasari,
Asbari, et al., 2020; Sutardi et al., 2020; Zaman et al., 2020). Nevertheless, maintaining an organization's
competitive advantage is becoming an increasingly difficult management task in this era of the Industrial
Revolution 4.0, due to several factors such as rapid technological developments, changes in customer
preferences and needs, as well as increasing competition. As a result, organizations seeking to adopt and adapt
several strategies (e.g., knowledge management, and innovation) have proven effectiveness in achieving high
levels of performance (Asbari, Purba, et al., 2021a; Asbari & Novitasari, 2020b; Kamar et al., 2020;
Novitasari, Asbari, et al., 2021; Novitasari & Asbari, 2020; Singgih et al., 2020). Among these strategies,
innovation is considered by several studies to be the main source of organizational competitive advantage
(Asbari, Chi Hyun, et al., 2020a; Asbari, Fayzhall, et al., 2020; Asbari, Hyun, et al., 2020b; Asbari & Novitasari, 2020a, 2021;
Fayzhall et al., 2020; Goestjahjanti et al., 2020; Novitasari, Yuwono, et al., 2020; Suprapti et al., 2020). Furthermore, the
ability to take advantage of innovation is the main engine and driver of economic growth (Agistiawati et al.,
2020; Hutagalung et al., 2020). Menurut Asbari, Prasetya, et al. (2021); Asbari, Wijayanti, et al. (2020), the
modern economy is being and continues to be built by ideas that are translated into creative outputs.
Therefore, improving innovation performance becomes an unavoidable choice for organizations in today's
highly competitive environment.

Lack of knowledge as a factor inhibiting innovation is the concern of this study because it is an obstacle
to the innovation performance of MSMES in Indonesia. These obstacles take various forms such as the lack of
qualified human resources (HR), lack of information about technology, lack of information about the market,
and difficulties in finding collaborative partners for innovation (Fikri et al., 2020; Novitasari, Kumoro, et al.,
2020; Nugroho et al., 2021; Putra et al., 2020, 2021). Thus, the important role of knowledge management
requires research that investigates “how” and “how big” the role of knowledge management in enhancing
innovation. Nonetheless, proper knowledge management requires leaders to influence their companies for the
acquisition and constructive application of knowledge, due to the shift in leadership from the industrial era to
the knowledge era (Asbari, 2020; Asbari, Santoso, et al., 2020a; Hutagalung, Asbari, et al., 2020; Jumiran et
al., 2020; Maesaroh et al., 2020; Nuryanti et al., 2020), knowledge-oriented leadership is a core factor in
organizations to meet challenges in open innovation. For this, organizational management requires knowledge
management capabilities to enhance open innovation.

Although research interest in leadership and knowledge management capabilities is growing, limited
empirical research is directed at the direct effect of knowledge management-oriented leadership and
innovation (direct effect). Donate and de Pablo (2015) were among the pioneers in contributing to leadership
theory and knowledge management by presenting a model, which explains how knowledge-oriented
leadership promotes effective knowledge management. However, the study aims to explain the indirect role of
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leadership, namely by exploring the relationship between knowledge-oriented leadership and innovation
through knowledge management practices. However, the study ignores how knowledge-oriented leadership
can directly affect innovation performance, so there is a research gap in explaining the direct relationship
between knowledge-oriented leadership and innovation performance. Empirically, research on the influence of
knowledge management capabilities on innovation performance is also not massive, if any, the variables used
are knowledge management variables in general (Hung et al., 2010). Therefore, re-examining the effect of
knowledge management capabilities on innovation performance will provide a solid foundation that helps
decision-makers to answer this critical question: how can our company be innovative?

The problems and gaps in the literature mentioned above motivated this study to investigate the effect
of knowledge-oriented leadership on innovation performance by using knowledge management capability as a
mediator. The purpose of this study, which is expected to reduce uncertainty about this relationship.
Therefore, the main research questions in this study are:

Q1: Does knowledge-oriented leadership affect knowledge management capability?

Q2: Does knowledge management capability affect innovation performance?

Q3: Does knowledge management capability act as a mediator on the relationship between
knowledge- oriented leadership and innovation performance?

By answering this question, it is hoped that this research can contribute to both academics and
practitioners, as they will reduce the gaps in the relevant literature that have been identified above (Ooi, 2009).
Furthermore, the results of the study will help MSME managers to overcome one of the main inhibiting
factors for innovation performance, represented by a lack of knowledge. To do so, knowledge management
practices have been identified based on several previous studies. Knowledge management capability has been
recognized through three processes as proposed by Lin & Lee (2005), namely knowledge acquisition,
knowledge application, and knowledge sharing. This research is organized as follows: starting with a
discussion of the relationship between variables, and then the research hypothesis is introduced. The next
section describes the research methods, data analysis, and results, while the last section presents conclusions,
study limitations, and recommendations for further research.

RESEARCH METHOD

According to Creswell & Creswell (2017), if the purpose of this study is to determine the relationship
between the variables studied, the quantitative approach is the best. Quantitative research methods are suitable
for testing theories and hypotheses through the use of a set of statistical tools (Creswell & Creswell, 2017).
Therefore, this study uses a survey method to test the formulated hypothesis, and a questionnaire was adopted
as an instrument to collect the required data. The research population consisted of 170 employees of several
MSME:s in the City of a Thousand Industries, Tangerang. As suggested and adopted by previous research, the
appropriate respondents of this study are the managers in the company, from team heads to top managers,
because they hold critical positions in the organization that enable them to be able to provide reliable
information about the basic environment and characteristics of their organization (Hung et al., 2010). Using
simple random sampling, 200 questionnaires were sent online to the population. 170 questionnaires were
returned and valid, which makes up a response rate of 85%. Roscoe's (1975) rule of thumb suggests that the
sample size is more than 30 and less than 500 is appropriate for most studies, therefore, the obtained sample
size for this study is considered appropriate.

Due to the nature of this study involving a dependent effect between latent constructs and manifest
variables, the reflective measurement model is suitable for this study (Hair Jr et al., 2017). All adopted items
were rated on a five-point Likert scale from 1 (strongly disagree) to 5 (strongly agree). Knowledge-oriented
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leadership is measured using six items (KL1-KL6) from Donate & de Pablo (2015). Innovation performance
was measured using seven items (KI1-KI7) from Cavusgil et al. (2003) and Prajogo & Hong (2008), and have
been validated by (Yusr et al., 2017). Meanwhile, to measure knowledge management capabilities in
organizations, thirteen items were adapted from Lin & Lee (2005). The thirteen items are distributed into three
dimensions as proposed by Lin & Lee (2005), namely the dimensions of knowledge acquisition as many as 4
items (AKU1-AKU4), dimensions of knowledge application as many as 5 items (APL1-APLS5), and
dimensions of knowledge sharing as many as 4 items (BP1-BP4). Preliminary research on 30 respondents was
conducted to ensure the reliability and validity of the above measurements in the context of MSME employees
in Indonesia. The results of the pilot study show that there are several invalid items (namely: AKU2, APL1,
and APL3) that need to be removed from the model. While the new model can be seen in Figure 2.

The most popular statistical techniques under the Structural Equation Model SEM are the covariance-
based approach (CB-SEM) and the variance-based partial least squares technique (PLS-SEM) (Sarstedt et al.,
2014). However, PLS-SEM has recently received wide attention in many disciplines such as marketing,
strategic management, management information systems, and other disciplines (Hair et al., 2012). The ability
of PLS-SEM to deal with problematic modeling problems that are common in the social science environment
such as unusual data characteristics (e.g., non-normal data) and highly complex models is an important reason
behind the increased use of this approach. Considering the advantages of this approach, this study uses PLS-
SEM to fully test the proposed hypothesis. SmartPLS software is performed to evaluate each outer model and
inner model. Testing of the outer model is carried out to ensure the reliability and validity of the
measurements, while the hypotheses introduced are checked through the inner model.

Table 1. Research Items List

Notations Item References
Knowledge-oriented Leadership (KL) Donate & de Pablo
(2015)
KL1 Leadership has created an environment that supports
responsible employee behavior and teamwork.
KL2 Managers are accustomed to taking on the role of knowledge

leaders, especially characterized by openness, tolerance for
faults, and mediation for the achievement of company goals.

KL3 Managers encourage learning from experience, tolerating
mistakes up to a point.

KL4 Managers behave as advisors, and control is solely on the
assessment of goal attainment.

KL5 Managers promote the acquisition of external knowledge.

KL6 Managers reward employees who share and apply their
knowledge.

Knowledge Management (KM) Capability Lin & Lee (2005)

Knowledge Acquisition:

AQ1 Our company has a process for acquiring supplier knowledge.

AQ2 Our company has a process for generating new knowledge

based on existing knowledge.
AQ3 Our company has a process to acquire customer knowledge.
AQ4 Our company has a process for acquiring knowledge about

developing new products/services.
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Notations Item References

Knowledge Application:

AP1 Our company has processes for integrating different sources
and types of knowledge.

AP2 Our company has a process for transferring organizational
knowledge to employees.

AP3 Our company has a process to filter knowledge.

AP4 Our company has a process for applying experience-based
knowledge.

AP5 Our company has a process of applying knowledge to solve

new problems.

Knowledge Sharing:

SH1 Our company has a process for distributing knowledge
throughout the organization.

SH2 Our company has a process for distributing knowledge among
our business partners.

SH3 Our company has a standard reward system for sharing
knowledge.

SH4 Our company designs processes to facilitate knowledge sharing

across functional boundaries.

Innovation Performance (IP) Cavusgil et al. (2003)
KI1 The number of introductions of our new products is quite high dan Prajogo & Hong
compared to other competitors (2008)
Kl12 Compared to other competitors, our company is faster in
bringing new products to market
KI3 Our company encourages new ideas that are presented to
improve performance
K4 Our new product introductions have increased over the past 5
years
KI5 Our company changes the production method at high speed
compared to other competitors
K16 Our company's technological competitiveness is high
K17 Over the past five years, our company has developed many new

management approaches

In line with the above discussion, this study proposes the following main hypothesis: Knowledge
management capability has a significant effect on innovation performance. Therefore, the following
hypothesis are developed:

H1: Knowledge-oriented leadership has a significant effect on knowledge management capability.

H2: Knowledge-oriented leadership has a significant effect on innovation performance.

H3: Knowledge management capability has a significant effect on innovation performance.

H4: Knowledge-oriented leadership has a significant effect on innovation performance through knowledge
management capabilities.

Edukatif : Jurnal llmu Pendidikan Vol 3 No 6 Tahun 2021
p-ISSN 2656-8063 e-ISSN 2656-8071


https://doi.org/10.31004/edukatif.v3i6.1506

4546 Managing MSME Innovation Performance: Analysis of Knowledge-Oriented Leadership and Knowledge
Management Capability — Suroso, Dewiana Novitasari, Yunianto Agung Nugroho, Gusli Chidir, Masduki

Asbari
DOI: https://doi.org/10.31004/edukatif.v3i6.1506

Based on the previous discussion, a theoretical framework is introduced as shown in Figure 1 below:

{kmC)

Knowledge Management
Capability

Knowledge-Oriented 1 H2 r Innovation
Leadership > Performance
wy 1

(i)

]

Figure 1. Research Conceptual Model

RESULT AND DISCUSSION
Result

A total of 170 MSME employees participated. Most were men (69%), then women (31%). They have
different age groups, under 30 years (25%), ranging from 30-40 years (47%), and over 40 years (28%). Their
tenure as employees also varied, some of them were under 5 years (36%), ranging from 5-10 years (48%), and
more than 10 years (16%). The majority of education is diploma/bachelor (94%) then high School (6%).

Table 2. Sample Description

Criteria Total %
Age Men 117 69%
Women 53 31%
Age (per March 2021) < 30 years old 43 25%
30 - 40 years old 79 47%
> 40 years old 48 28%
Years of Service < 5 years 61 36%
5-10 years 82 48%
> 10 years 27 16%
Highest Education Diploma/Bachelo 160 94%
r
High School 10 6%

The measurement model testing phase includes testing of convergent validity, discriminant validity.
Meanwhile, to test construct reliability, Cronbach’s alpha and composite reliability were used. The results of
the PLS analysis can be used to test research hypotheses if all indicators in the PLS model have met the
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requirements of convergent validity, discriminant validity, and reliability testing. Convergent validity test is
done by looking at the loading factor value of each indicator to the construct. In most references, a factor
weight of 0.5 or more is considered to have strong enough validation to explain latent constructs (Chin, 1998;
Ghozali, 2014; Hair et al., 2010). In this study, the minimum accepted loading factor is 0.7 and provided that
the AVE value of each construct is > 0.5 (Ghozali, 2014). After going through SmartPLS 3.0 processing, all
indicators or research items have a loading factor value above 0.7 and an AVE value above 0.5. The fit or
valid model of this study can be seen in Figure 2. Thus, the convergent validity of this research model has met
the requirements. The value of loadings, Cronbach's alpha, composite reliability, and AVE for each construct

can be seen in Figure 2 and Table 3.

Figure 2. Valid Research Model

Table 3. Items Loadings, Cronbach’s Alpha, Composite Reliability, and Average Variance Extracted (AVE)

Variables Iltems  Loadings Cronbach’s rho A Composite  AVE
Alpha Reliability

Knowledge-oriented Leadership KOL1 0,813 0,895 0,898 0,920 0,657
(KOL)

KOL2 0,830

KOL3 0,742

KOL4 0,804

KOL5 0,852

KOL6 0,819
Knowledge Management (KM) AP2 0,661 0,893 0,905 0,912 0,511
Capability AP4 0,661

AP5 0,576

AQl 0,714

AQ3 0,801

AQ4 0,746

SH1 0,801
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SH2 0,722
SH3 0,807
SH4 0,615
Innovation Performance (IP) IP1 0,803 0,874 0,888 0,903 0,576
IP2 0,803
IP3 0,722
IP4 0,789
IP5 0,825
IP6 0,806
IP7 0,520

Table 4. Discriminant Validity

Variables IP KMC KOL
IP 0,759

KMC 0,838 0,715

KOL 0,993 0,821 0,811

Table 5. Collinearity Statistics (VIF)

Variables IP KMC KOL
IP

KMC 3,060

KOL 3,060 1,000

Discriminant validity is carried out to ensure that each concept of each latent variable is different from
other latent variables. The model has good discriminant validity if the AVE squared value of each exogenous
construct (the value on the diagonal) exceeds the correlation between the construct and other constructs (the
value below the diagonal) (Ghozali, 2014). The results of the discriminant validity test are using the AVE
squared value, namely by looking at the Fornell-Larcker Criterion Value obtained as shown in Table 4. The
discriminant validity test results in table 3 above show that all constructs have an AVE square root value
above the correlation value with other latent constructs (via the Fornell-Larcker criterion). Likewise, the cross-
loading value of all items from one indicator is greater than the other indicator items as mentioned in Table 4,
so it can be concluded that the model has met discriminant validity (Fornell & Larcker, 1981). Furthermore, a
collinearity evaluation was carried out to find out whether there was collinearity in the model. To find
collinearity, it is necessary to calculate the VIF of each construct. If the VIF score is higher than 5, then the
model has collinearity (Hair et al., 2014). As shown in Table 5, all VIF scores are less than 5, meaning that
this model does not have collinearity problems.

Construct reliability can be assessed from the value of Cronbach's alpha and composite reliability of
each construct. The recommended value of composite reliability and Cronbach's alpha is more than 0.7
(Ghozali, 2014). The results of the reliability test in table 2 above show that all constructs have composite
reliability and Cronbach's alpha values greater than 0.7 (> 0.7). In conclusion, all constructs have met the
required reliability.

Hypothesis testing in PLS is also known as inner model testing. This test includes a test of the
significance of direct and indirect effects as well as measuring the magnitude of the effect of exogenous
variables on endogenous variables. To determine the effect of knowledge-oriented leadership on innovation
performance through knowledge management capabilities as a mediating variable, a direct and indirect
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influence test is needed. The effect test was carried out using the t-statistical test in the partial least squared
(PLS) analysis model using the SmartPLS 3.0 software. With the bootstrapping technique, the R Square value
and the significance test value were obtained as Table 6 and Table 7 below:

Table 6. R Square Value

R Square R Square Adjusted
IP 0,987 0,987
KMC 0,673 0,671

Table 7. Hypotheses Testing

Hypotheses Relationship Original Sample Standard T Statistics P Decision
Sample  Mean Deviation (|O/STDEV| Values
©) (M) (STDEV) )
H1 KOL -> KMC 0,821 0,824 0,023 35,959 0,000  Supporte
d
H2 KOL -> IP 0,934 0,939 0,022 42,349 0,000  Supporte
d
H3 KMC -> IP 0,072 0,066 0,025 2,817 0,005  Supporte
d
H4 KOL->KMC-> 0,069 0,055 0,021 2,776 0,006  Supporte
IP d

Based on Table 6 above, the R Square value of knowledge management capability (KM) is 0.709,
which means that the knowledge management capability (KM) variable can be explained by the knowledge-
oriented leadership (KL) variable of 70.9%, while the remaining 29.1% is explained by the variable
knowledge-oriented leadership (KL) not discussed in this study. While the R Square value of innovation
performance (K1) is 0.673 which means that the innovation performance variable (KI) can be explained by
knowledge-oriented leadership (KL) and the knowledge management capability (KM) variable is 67.3%,
while the remaining 32.7% is explained by the other variables not discussed in this study. Meanwhile, Table 7
displays the t-statistics and p-values that show the influence between the research variables that have been
mentioned.

Discussion

Based on a comprehensive review of the relevant literature, this study proposes a structural model of
the relationship between some different domains in the current MSME industry, namely knowledge-oriented
leadership, knowledge management capabilities, and innovation performance. In essence, this study was
successful in investigating and clarifying the role of knowledge-oriented leadership and mediating knowledge
management capabilities in enhancing innovation performance. The perception of MSME employees in
Tangerang Indonesia as a source of information has successfully tested the hypotheses and models used in the
study. The results of this study provide empirical evidence that knowledge-oriented leadership has a positive
and significant effect on knowledge management capability (H1 is proven/supported). Interestingly, this
study also finds the fact that knowledge-oriented leadership has a significant effect on organizational
innovation performance (H2 is proven/supported). From a theoretical perspective, the results of this study
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strengthen empirical evidence about the positive role of knowledge-oriented leadership style on knowledge
management. This finding is generally in line with the findings in previous studies conducted by Asbari,
Purba, et al. (2021c), (2021b); Asbari & Prasetya (2021); John et al. (2021); Novitasari, Haque, et al. (2021);
Novitasari, Supriatna, et al. (2021); Novitasari & Asbari (2021). While the unique finding of this study
regarding the absence of leadership influence on innovation performance, is different from the findings of
previous research conducted by Novitasari, Kumoro, et al. (2020); Purwanto, Bernardo, Asbari, Wijayanti, et
al. (2020); Putra et al. (2021); Suprapti et al. (2020); Waruwu et al. (2020).

This study also finds evidence that knowledge management capability has a significant positive effect
on innovation performance (H3 is proven/supported). These results are supported by Darroch (2005) who
considers knowledge management as a necessary process to achieve the desired innovation performance.
Further analysis carried out by this study determined that the three knowledge management capabilities (ie,
knowledge acquisition, knowledge application, and knowledge sharing) were mediators of the relationship
between the influence of knowledge-oriented leadership on innovation performance (H4 proven/supported).
This conclusion, in line with Hung et al. (2010) argues that the main output of knowledge management
capabilities is knowledge and that this output is not the final target, but rather, as a tool to achieve the desired
goal of improving the overall performance of the company. Therefore, providing this knowledge to the right
person, at the right time, so that he/she makes the right decision is the main reason behind the important role
of knowledge management in improving performance.

On the other hand, from a managerial perspective, the results of this study provide an overview of
decision-makers in MSMEs with a better understanding of how leadership and workplace practices are and
how to improve knowledge management capabilities. Based on these logical and plausible findings, managers
should focus on establishing a system in which the acquired knowledge can be accessed and applied by
different departments to improve innovation performance. The process of acquiring knowledge is one of the
antecedents needed to improve innovation performance. Therefore, attention should be paid to building and
enhancing the organization's ability to acquire knowledge and update it continuously.

Undoubtedly, the present study has several limitations that need to be highlighted. First, this study has
only examined the direct and indirect relationships between the investigated variables (ie, knowledge-oriented
leadership, knowledge management capabilities, and innovation performance). Therefore, it is recommended
to extend this research by investigating the interaction relationship between other relevant variables, such as
the relationship of the influence of the knowledge-oriented leadership variable on financial performance,
knowledge infrastructure, personal motivation, and so on. It is also suggested to examine the moderating or
mediating role of other related variables, such as organizational citizenship behavior to provide further insight
into this issue. It is also advisable to investigate the relationship between knowledge management capabilities
and different aspects of innovation rather than testing innovation performance in general, which would help
broaden our understanding of this relationship.

Given that this study focuses on the relationship model between knowledge-oriented leadership,
knowledge management capability, and innovation performance, for future research, the authors recommend
accommodating more predictors and comparing their explanatory abilities with those assessed in this study.
Future research could also try to correct the shortcomings of this study by including more control variables
(e.g., member differences in gender, generational variance X, Y, Z, and so on), or by surveying more team
members across different industries and cultures.
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CONCLUSION

Innovation performance has proven to be one of the important indicators to achieve organizational
success, which is sustainable. In this regard, acquiring and managing knowledge has been recognized as one
of the important requirements for strengthening performance innovation. Therefore, the main objective of this
study is to find out empirically about the effect of knowledge-oriented leadership on innovation performance
in the MSME industry, either directly or indirectly through the mediation of knowledge management
capabilities, in the perspective of employees. The findings of this study emphasize that the organization's
ability to practice knowledge-oriented leadership is very influential in acquiring knowledge and utilizing it.
Therefore, our findings recommend effective knowledge-oriented leadership practices to improve and
accelerate knowledge management capabilities. Likewise, recommending the implementation of a good
knowledge management process to improve the company's innovation performance. This conclusion has
significant consequences for MSME management policies in Indonesia.
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