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Abstract 
This study examines the effects of MSME development, bilateral trade opportunities, and government support on 
MSME export performance in the African market and tests the mediating role of economic strength. The limited 
contribution of Indonesian MSME exports remains a challenge to improving national competitiveness in the global 
market. At the same time, the expansion of Indonesia's economic cooperation with African countries creates new 
opportunities for MSMEs to diversify their export markets. However, internal constraints, including limited 
business capacity, access to financing, innovation capability, and export readiness, continue to affect many MSME 
operators. Moreover, the effectiveness of government support and the use of international trade opportunities in 
promoting MSME export success still require more comprehensive empirical evidence. This study uses a 
quantitative explanatory survey of 120 upgraded MSMEs in Sukabumi City, West Java, selected through purposive 
sampling. Data were collected through a five-point Likert-scale questionnaire and analyzed using Structural 
Equation Modeling-Partial Least Squares (SEM-PLS) in SmartPLS 4. The results show that bilateral trade 
opportunities and government support have positive and significant effects on MSME economic strength. By 
contrast, MSME development does not have a significant effect on economic strength. In the export-performance 
model, only government support has a positive and significant effect on MSME export performance. MSME 
development, bilateral trade opportunities, and economic strength do not have significant effects on export 
performance. The mediation tests also show that economic strength does not mediate the relationships between 
MSME development, bilateral trade opportunities, or government support and MSME export performance. These 
findings indicate that MSME export success in non-traditional markets depends not only on stronger internal 
business capacity but also, and more substantially, on effective institutional support and government policy. 
Theoretically, the study provides evidence that the institutional perspective has a more dominant role than internal 
resources in explaining MSME internationalization in emerging markets. Practically, the results can guide 
governments and other stakeholders in designing more targeted and integrated MSME export-development 
programs that improve access to international markets. 
 
Keywords: MSME development; bilateral trade; government support; economic strength; MSME export 
performance; African market; SEM-PLS. 
 
1. INTRODUCTION 

Micro, small, and medium enterprises (MSMEs) have long been recognized as an important foundation of 
national economic development. This sector contributes not only to job creation and higher household income but 
also to regional economic resilience through widely distributed production and commercial activity. In a modern 
economy, the role of MSMEs is no longer confined to domestic markets; MSMEs are increasingly expected to 
participate in global value chains through international trade. Accordingly, their ability to enter export markets is an 
important indicator of a country's economic competitiveness. Although the number of MSMEs in Indonesia 
continues to increase and their contribution to gross domestic product is substantial, their participation in exports 
remains relatively limited. Compared with several developing Asian economies, the share of Indonesian exports 
generated by MSMEs is still low. This condition indicates that MSME internationalization has not developed 
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optimally and continues to face challenges arising from both firms' internal capacity and external factors that affect 
access to, and success in, global markets. Recent changes in international trade have encouraged many countries to 
reduce their dependence on traditional markets and diversify their export destinations. In this context, Africa has 
emerged as a region with promising economic prospects. Population growth, an expanding middle class, 
accelerating urbanization, and strong demand for consumer and manufactured goods make Africa a potential 
market for Indonesian products, including products made by MSMEs. At the same time, Indonesia's economic 
relations with African countries have developed positively, as reflected in rising bilateral trade values, broader 
economic cooperation, and increasingly intensive intergovernmental business and trade forums. These conditions 
create more space for Indonesian MSMEs to expand their international market presence while reducing their 
dependence on conventional export destinations. 

Nevertheless, the opening of African market opportunities has not yet been matched by a comparable increase in 
Indonesian MSME export participation. A similar pattern is visible in Sukabumi City, where the number of 
MSMEs has grown consistently in recent years. Data from the Ministry of Cooperatives and SMEs of the Republic 
of Indonesia (2024) indicate that Sukabumi City had 24,965 MSME units, while 5,121 MSMEs were recorded in 
the city's SIMPAN UMKM system. Most business operators, however, remain in the micro-enterprise category and 
face constraints such as suboptimal production capacity, relatively weak innovation capability, limited use of digital 
technology, restricted access to financing, and insufficient experience in international market development. These 
conditions show that growth in the number of MSMEs does not automatically correspond to greater readiness to 
compete globally. 

The limited participation of MSMEs in international trade is also reflected in the small number of firms with an 
export orientation and the even smaller number that can sustain export activity. This situation reveals a gap between 
available international market opportunities and the actual capacity of business operators. In other words, export 
success depends not only on the potential size of the target market but also on an MSME's ability to build a strong 
economic foundation for sustainable cross-border business activity. Previous studies have identified several factors 
that may influence MSME export success. MSME development through stronger human-resource competencies, 
product innovation, digital transformation, and business capacity is often regarded as a means of improving firms' 
competitiveness in global markets. Government support in the form of training, financing facilitation, trade 
promotion, market information, and certification assistance is also considered important for improving firms' export 
readiness. Externally, bilateral trade opportunities may expand market access while strengthening the international 
business networks needed for overseas expansion. 

However, earlier empirical findings remain mixed. Some studies report that MSME capacity development 
improves export performance, whereas others find that stronger internal capacity does not necessarily produce 
export success without adequate institutional support and market access. Similar inconsistencies appear in studies 
of the relationships between government support, international trade opportunities, and MSME export performance. 
These differences indicate that the relationships among the variables require further testing across regions, business 
characteristics, and target markets. In addition to these inconsistent findings, several research gaps remain 
underexplored. First, most previous studies examine internal and external factors separately, which limits 
understanding of how the two sets of factors interact in explaining MSME export performance. Second, MSME 
export studies are dominated by traditional market contexts such as ASEAN, North America, and Europe, whereas 
Africa, as a non-traditional export destination, has received relatively little attention. Third, few studies integrate 
MSME development, bilateral trade opportunities, and government support simultaneously within a single 
analytical model. Fourth, the role of economic strength as a mechanism through which internal and external factors 
affect export performance has rarely been examined, particularly among regional MSMEs in Indonesia. 

In this study, economic strength refers to an MSME's ability to maintain financial stability, expand access to 
financing, manage cash flow effectively, and sustain the economic resources needed to support export activity. This 
concept is relevant because international expansion requires more complex resources and greater organizational 
readiness than business activity focused only on domestic markets. Conceptually, this study integrates three main 
theoretical perspectives: the Resource-Based View (RBV), Internationalization Theory, and Institutional Theory. 
The RBV emphasizes that competitive advantage arises from a firm's ability to manage valuable, rare, and difficult-
to-imitate strategic resources. Internationalization Theory explains the importance of a firm's ability to use 
international market opportunities through learning and the accumulation of international experience. Institutional 
Theory emphasizes that institutional quality, regulation, and government policy support significantly influence 
organizational behavior and performance. Integrating these perspectives provides a more comprehensive 
framework for explaining the factors that determine MSME export success. 
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The novelty of this study lies in a conceptual model that links internal business factors, external international-

trade factors, and economic strength in explaining MSME export performance in Africa as a non-traditional market. 
Unlike most previous studies, which examine these factors separately, this study places MSME development, 
bilateral trade opportunities, and government support within an integrated model that also considers the mediating 
role of economic strength. This approach is expected to provide a deeper understanding of the mechanisms 
underlying successful MSME internationalization. Based on this background, the study analyzes the effects of 
MSME development, bilateral trade opportunities, and government support on MSME export performance in the 
African market, with economic strength as a mediating variable. The study focuses on MSMEs in Sukabumi City, 
West Java, an area characterized by dynamic MSME growth and an emerging orientation toward global markets. 
The findings are expected to enrich the literature on MSME internationalization and provide an empirical basis for 
more effective, integrated, and sustainable export-oriented MSME development policies. 

 
2. THEORETICAL REVIEW 
2.1 MSME Export Performance 

MSME export performance is one of the most widely used indicators for evaluating a firm's success in 
internationalization. The concept is measured not only by increases in export value or volume but also by the ability 
to expand international market coverage, increase the number of overseas customers, sustain export activity, and 
strengthen a competitive position in global markets (OECD, 2024; International Trade Centre, 2024). Export 
performance can therefore be understood as a firm's ability to convert its resources and available market 
opportunities into sustainable economic achievements at the international level. In this study, export performance is 
analyzed through the Internationalization Process Theory developed by Johanson and Vahlne (2023). This theory 
explains that internationalization does not occur instantly but develops through continuous stages of learning as 
firms gain experience in foreign markets. Knowledge of target-market characteristics, understanding of the 
international business environment, and the ability to manage uncertainty are important determinants of successful 
global expansion. The greater a firm's experience and knowledge of international markets, the greater its 
opportunity to reduce business risk and improve export performance sustainably. 

This view is consistent with Export Performance Theory, which emphasizes that export success results from the 
interaction of internal and external firm-level factors. Internally, export performance is influenced by product 
quality, production capacity, operational efficiency, managerial competence, innovation capability, and 
organizational readiness. Externally, export success is shaped by target-market conditions, government policy 
support, the intensity of competition, access to market information, and the availability of international trade 
networks that support cross-border business activities (Zou & Cavusgil, 2022). This perspective shows that success 
in global markets depends not only on a firm's internal advantages but also on its ability to adapt to a changing 
external environment. 

For Indonesian MSMEs seeking to develop markets in Africa, export performance has a broader strategic 
dimension than an increase in international sales alone. Successful entry into African markets reflects a firm's 
ability to diversify toward non-traditional export destinations with characteristics that differ from Indonesia's 
established markets. Africa offers substantial growth potential, but it also presents challenges related to trade 
regulations, distribution systems, business culture, consumer preferences, and transaction risks that may be more 
complex than those encountered in ASEAN, North American, and European markets. Export success in the region 
therefore depends strongly on MSMEs' ability to manage internal resources effectively while using available 
external support. 

Previous studies show that MSME export performance is influenced by factors in both the internal and external 
business environments. Stronger business capacity, human-resource competence, innovation, and organizational 
readiness contribute to export competitiveness. Government policy, trade facilitation, access to financing, and 
international economic cooperation also contribute to MSME export success (OECD, 2024; ITC, 2024). 
Nevertheless, studies remain inconclusive about which factors have the most dominant influence. These differences 
indicate that export success is a complex phenomenon shaped by interactions among several related factors. 
Accordingly, this study treats MSME export performance as the dependent variable for evaluating the effectiveness 
of MSME development, bilateral trade opportunities, government support, and economic strength in promoting 
export success in the African market. This approach is expected to provide a more comprehensive understanding of 
the determinants of Indonesian MSME internationalization in a non-traditional market that has received limited 
attention in previous research. 
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2.2 MSME Development 
The development of micro, small, and medium enterprises is a strategic process intended to improve business 

capacity and quality sustainably by strengthening human resources, managerial capability, product innovation, 
technology adoption, access to financing, production capacity, and marketing networks. These efforts are directed 
not only toward higher productivity and efficiency but also toward stronger competitiveness and business resilience 
in an increasingly complex economic environment (OECD, 2021). In an era of rapid globalization and 
digitalization, MSME development is no longer oriented only toward business growth; it also requires firms to 
adapt, innovate, and respond to increasingly competitive markets, including international markets. Theoretically, 
this study refers to the Mixed Embeddedness Theory introduced by Kloosterman and Rath (1999). The theory 
explains that business development is determined not only by the internal capabilities of business operators but also 
by the external environment in which a firm operates. Market structures, economic opportunities, government 
policies, and institutional conditions are inseparable determinants of successful business development. MSME 
success therefore results from the interaction between a firm's internal capacity and an external environment that 
enables business operators to use economic opportunities effectively. 

This line of reasoning has developed into the Transnational Mixed Embeddedness perspective, which pays 
greater attention to the international dimension of business. The perspective emphasizes that MSME success in 
market expansion depends not only on internal management capability but also on the ability to establish 
international business relationships, understand cross-border trade regulations, and gain access to global market 
opportunities (Solano, 2022). This perspective is relevant because expansion into African markets requires more 
than production and business-management capability. Business operators must also understand target-market 
characteristics, build effective partnerships, and align their strategies with applicable international trade 
requirements. From this perspective, MSME development can be understood as a process of strengthening internal 
capacity that prepares a firm to participate in the global economy. For MSMEs seeking to enter Africa as a non-
traditional market, business-capacity development is especially important because the region differs from both 
domestic and traditional export markets. Consistent product quality, reliable supply, compliance with international 
trade standards, and responsiveness to diverse consumer preferences require substantial organizational readiness. 
The stronger an MSME's development, the greater its expected readiness and ability to compete internationally. 

This view is consistent with Porter's (2020) concept of competitive advantage, which emphasizes that stronger 
production capacity, management quality, innovation, and value-creation capability are major sources of firm-level 
competitiveness. These capabilities enable firms to improve productivity and operational efficiency and to sustain 
their businesses under increasing competitive pressure. In the long term, stronger internal capacity can improve 
operational performance and strengthen a firm's economic condition through higher income, capital accumulation, 
and a greater ability to expand sustainably. Nevertheless, studies show that MSME development does not always 
improve export performance directly. In many cases, internal capacity serves as a prerequisite that improves 
business readiness, while export success remains influenced by external factors beyond a firm's control, including 
international market access, government policy support, global trade networks, and a dynamically changing 
business environment. These findings indicate that the relationship between MSME development and export 
performance is not necessarily linear and may depend on mechanisms or variables that bridge the relationship. On 
this basis, the study proposes that MSME development may strengthen MSME economic capacity by improving 
productivity, efficiency, business capability, and firm competitiveness. Stronger economic capacity is then expected 
to improve an MSME's ability to initiate, maintain, and expand export activity in African markets. MSME 
development is therefore positioned not only as a driver of business readiness but also as a strategic foundation for 
the economic capacity needed to support sustainable internationalization. 

 
2.3 Bilateral Trade Opportunities 

Bilateral trade opportunities refer to economic opportunities arising from trade relations between two countries 
and supported by economic cooperation, trade policy, and international trade-facilitation mechanisms. Such 
cooperation may include trade agreements, reductions in tariff and non-tariff barriers, simplified export-import 
procedures, regulatory harmonization, and improved access to international market information and networks. For 
MSMEs, bilateral trade opportunities are strategically important because they can provide access to wider markets, 
increase potential demand, and create sources of business growth that are difficult to reach through the domestic 
market alone. Theoretically, this variable is grounded in International Trade Theory, which explains that cross-
border trade allows countries and business operators to use their comparative advantages to produce goods and 
services more efficiently. Through specialization, firms can increase productivity, broaden market coverage, and 
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obtain greater economic benefits than they would by operating only in domestic markets (Krugman et al., 2022). 
For MSMEs, bilateral trade access creates opportunities to expand marketing reach, increase sales volume, and 
strengthen their position in increasingly competitive global markets. Trade Facilitation Theory further emphasizes 
that the effectiveness of international trade depends not only on market demand but also on the ease of the 
processes that support export activity. Simplified administrative procedures, greater regulatory transparency, 
reduced bureaucracy, and lower transaction costs can improve cross-border trade efficiency and facilitate the 
movement of goods and services between countries (World Trade Organization, 2024). These conditions are 
especially important for MSMEs because their resource limitations make them more sensitive to the costs, risks, 
and procedural complexity of international trade. The more effective bilateral trade-facilitation mechanisms are, the 
greater the opportunities for MSMEs to participate in exports. 

Another relevant perspective is Global Value Chain Theory, which explains that participation in international 
trade networks provides not only market access but also opportunities to improve business quality and capability. 
Through participation in global value chains, MSMEs may obtain knowledge transfer, access to new technology, 
higher product-quality standards, and opportunities to create greater value (Gereffi, 2021; OECD, 2023). The 
benefits of international trade are therefore reflected not only in increased export transactions but also in learning 
and business-capacity development that can strengthen competitiveness over time. In the context of Indonesia's 
economic relations with African countries, bilateral trade opportunities are increasingly relevant because Africa is 
developing as a promising non-traditional export destination. Economic growth in several African countries, 
increasing import demand for manufactured and consumer goods, and more intensive diplomatic and economic 
cooperation between Indonesia and African countries create broader market opportunities for Indonesian MSME 
products. Business forums, trade missions, investment cooperation, and stronger diplomatic relations further 
expand the opportunities available to MSME operators seeking international business networks and deeper export-
market penetration. Bilateral trade thus functions not only as an economic instrument but also as a strategic means 
of advancing MSME internationalization. 

However, the availability of international market opportunities does not automatically produce export success for 
every firm. Studies indicate that the ability to use international trade opportunities depends heavily on a firm's 
internal readiness, including production capacity, managerial competence, access to financing, compliance with 
market standards, and the economic condition of the business. Market access provides an opportunity, but the firm's 
resource-management capability determines whether that opportunity can be converted into results. This distinction 
explains why MSMEs do not obtain equal benefits from the same international trade relationships. The study 
therefore proposes that bilateral trade opportunities may directly improve MSME export performance and may also 
strengthen MSME economic capacity through broader market access, higher business income, and the development 
of international business activity. Stronger economic capacity is expected to improve MSMEs' ability to maintain 
and expand exports sustainably, particularly in African markets with characteristics and challenges that differ from 
those of traditional export destinations. Bilateral trade opportunities are thus positioned as a strategic external factor 
that both opens market access and contributes to the economic foundation required for successful MSME 
internationalization. 

 
2.4 Government Support 

Government support is a strategic instrument for promoting the growth and competitiveness of micro, small, and 
medium enterprises. It includes policies, programs, facilities, and interventions designed to help MSMEs overcome 
resource constraints and improve business capacity sustainably. Support may take the form of financing access, 
training and human-resource development, business assistance, product-certification facilitation, trade promotion, 
digital transformation, market information, and regulations that create a more supportive business climate. In an 
increasingly open and competitive economy, government support is especially important because MSMEs generally 
have limited access to the resources required for independent development. 

The government-support variable is theoretically grounded in Developmental State Theory, which positions the 
state as an important actor in economic development. This perspective confirms that the government functions not 
only as a regulator that establishes rules but also as a facilitator and catalyst capable of creating an economic 
environment conducive to productive-sector growth. Evans (2021) explains that active government involvement 
through development policy, public investment, and empowerment programs can accelerate improvements in 
business operators' economic capacity. In the MSME context, government support strengthens firms' ability to 
survive, grow, and adapt to a dynamic business environment. This view is reinforced by the Public Policy Support 
for SMEs perspective, which explains that effectively designed public policy can improve MSME performance and 
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sustainability. Fiscal incentives, subsidies, financing access, entrepreneurship training, and business-mentoring 
programs can reduce common barriers faced by small business operators (OECD, 2022). Through these 
interventions, MSMEs have greater opportunities to increase operational efficiency, improve product quality, 
expand market access, and strengthen competitiveness under more intense competition. Institutional Economics 
Theory also explains that the quality of institutions and public policies significantly influences economic behavior 
and organizational performance. Acemoglu and Robinson (2020) emphasize that effective institutions can increase 
business certainty, reduce transaction costs, and strengthen economic actors' confidence in conducting business. For 
MSMEs, clear regulations, simple procedures, and accessible government programs can create a more stable 
environment that supports long-term growth. The quality of government support should therefore be assessed not 
only by the number of programs offered but also by the effectiveness of implementation and the extent to which 
programs address firms' actual needs. 

Another relevant perspective is Entrepreneurial Ecosystem Theory, which views government as a central element 
in building a productive and sustainable entrepreneurial ecosystem. According to Stam and Van de Ven (2021), 
business success is determined not only by internal firm capabilities but also by the quality of the external 
environment that supports business activity. This environment includes public policy, infrastructure, financing 
access, education and training systems, business networks, and other forms of institutional support. Within this 
framework, the government connects and strengthens interactions among actors in the business ecosystem, thereby 
creating conditions that encourage MSME innovation, growth, and sustainability. In international trade, the 
importance of government support is particularly evident because MSMEs face barriers that are difficult to 
overcome independently. Limited access to international market information, high certification costs, constrained 
export financing, complex trade regulations, and weak global distribution networks frequently impede MSME 
internationalization. These conditions show that export success depends not only on internal firm capabilities but 
also on an external support system that can reduce barriers and improve firms' export readiness. 

Government support has an even more strategic role for MSMEs seeking to enter African markets as non-
traditional destinations. Diverse market characteristics, cross-country regulatory differences, international trade-
standard requirements, and limited market information often challenge firms that are new to the region. Trade-
facilitation programs, export promotion, certification assistance, market information, and financing support can 
help MSMEs reduce the risks and costs associated with export activity. Government support therefore functions not 
only as a business-empowerment instrument but also as a strategic factor that strengthens MSMEs' readiness and 
ability to compete globally. Accordingly, this study proposes that government support can strengthen MSME 
economic capacity by improving business capability, expanding access to productive resources, and increasing 
firm-level efficiency and competitiveness. Stronger economic conditions are then expected to improve MSMEs' 
ability to develop sustainable export activities. Government support is therefore positioned both as an external 
factor that directly affects export performance and as a strategic mechanism that contributes to the economic 
foundation required for successful MSME internationalization, particularly in African markets. 

 
2.5 Economic Strength 

Economic strength is the internal capacity that enables MSMEs to create, manage, and sustain the economic 
resources required for business continuity and expansion, including expansion into international markets. It is 
reflected not only in a firm's financial condition but also in its ability to create added value, maintain productivity, 
expand access to financing, strengthen production capacity, and remain competitive in a dynamic business 
environment. In international trade, a strong economic foundation is especially important because exporting 
requires more complex resources than business activity focused only on domestic markets. The concept of 
economic strength is theoretically explained through Endogenous Growth Theory, which emphasizes that 
organizational growth and development are fundamentally determined by internal capabilities related to 
productivity, innovation, investment, human-resource development, and sustainable value creation (UNCTAD, 
2023; International Trade Centre, 2023). This perspective confirms that firms that optimize their resources have 
greater capacity to strengthen their competitive position and respond to available economic opportunities. For 
MSMEs, the ability to build economic strength is an important determinant of growth, business scaling, and entry 
into wider markets. This view is reinforced by Financial Strength Theory, which treats financial stability and 
resilience as fundamental to business continuity. Firms with healthy financial conditions are generally better able to 
manage business risks, including exchange-rate fluctuations, higher logistics costs, changing market demand, and 
the uncertainty that frequently accompanies international trade (International Monetary Fund, 2024). Financial 
strength also gives firms room to invest and expand while maintaining operations during unexpected economic 
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pressure. A strong economic condition therefore serves not only as a supporting resource but also as a protective 
mechanism that improves long-term business resilience. Export Readiness Theory provides another relevant 
perspective by explaining that export success is not determined solely by a firm's intention to enter international 
markets. Export readiness is strongly affected by a firm's economic capacity to meet global-market requirements, 
including adequate working capital, stable production capacity, consistent product quality, and readiness to manage 
international trade risks (Zou & Cavusgil, 2022). Economic strength can therefore be viewed as a principal 
condition that enables MSMEs to convert international market opportunities into actual and sustainable export 
activity. 

Economic strength is particularly strategic for exports to Africa as a non-traditional market. Diverse market 
characteristics, different trade regulations, product-adaptation requirements, and relatively complex logistics 
demand substantial resources from business operators. Economically stronger MSMEs are generally better able to 
absorb market-entry costs, comply with international trade standards, and build long-term relationships with 
overseas trading partners. By contrast, limited economic resources often constrain MSMEs' ability to use available 
market opportunities. Nevertheless, economic strength does not always improve export performance directly. A 
firm with adequate economic resources may still fail in exporting if it lacks broad market access, strong 
international business networks, a supportive institutional environment, or an adequate understanding of the target 
market. Export success therefore results from the interaction between a firm's internal capacity and the external 
factors that shape the international business environment. Economic strength is a necessary condition, but it is not 
necessarily sufficient to ensure export success. 

On this basis, the study positions economic strength as a mediating variable that explains the mechanism linking 
internal and external factors to MSME export performance. Following Baron and Kenny (1986), a mediating 
variable explains how an independent variable influences a dependent variable through a specific mechanism. In 
this study, MSME development, bilateral trade opportunities, and government support are expected to strengthen 
MSME economic conditions by improving productivity, financing access, business capacity, and resource 
accumulation. This stronger economic capacity is then expected to improve MSMEs' readiness and ability to 
develop sustainable export activities in African markets. Economic strength is therefore viewed not only as an 
outcome of business-capacity development and external environmental support but also as a strategic mechanism 
that connects these factors to successful MSME internationalization. This position makes economic strength a 
central element in understanding how MSMEs can convert international market potential into sustainable export 
performance and economic value. 

 
3. HYPOTHESIS DEVELOPMENT 
3.1 Effect of MSME Development on Economic Strength 

The development of micro, small, and medium enterprises is a strategic process that improves business capacity 
and quality through stronger human resources, product innovation, technology adoption, management systems, 
financing access, and marketing capability. This development process is intended not only to improve business 
productivity but also to strengthen competitiveness and sustainability in an increasingly dynamic economic 
environment. Through sustained capacity development, MSMEs are expected to create greater economic value and 
improve their ability to adapt to market changes. The relationship between MSME development and economic 
strength can be explained through the Resource-Based View (RBV). The RBV states that organizational 
competitive advantage arises from the ability to manage and develop resources that are valuable, rare, difficult to 
imitate, and non-substitutable (Barney, 1991; Hair et al., 2022). For MSMEs, investment in human-resource 
development, innovation capability, and technology use can improve operational efficiency, product quality, and 
value creation, which can ultimately strengthen the firm's economic position through higher productivity, 
profitability, and resilience. 

This argument is supported by empirical findings indicating that business-capacity development contributes to 
stronger MSME economic conditions. The OECD (2023) and the Ministry of Cooperatives and SMEs of the 
Republic of Indonesia (2024) emphasize that stronger human resources, managerial capability, innovation, and 
digital transformation can improve productivity and economic resilience. The higher the level of MSME 
development, therefore, the greater the firm's expected ability to generate income, manage resources efficiently, and 
sustain the business over the long term. Although internal factors are important, stronger MSME economic 
conditions can also be explained through Mixed Embeddedness Theory, which emphasizes interactions between 
internal firm capacity and the economic environment in which a business operates (Kloosterman & Rath, 1999; 
Solano, 2022). This perspective explains that successful business development depends not only on the 
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competencies of business operators but also on their ability to use opportunities in the economic and institutional 
environment. Effective capacity development improves MSMEs' ability to respond to market change, capture 
growth opportunities, and strengthen their economic position when facing business challenges. For MSMEs 
oriented toward international markets, business-capacity development is particularly important because exporting 
requires more resources and greater readiness than domestic business activity. Stronger managerial capability, 
production capacity, product innovation, and technological proficiency improve competitiveness and help MSMEs 
build the economic foundation required for market expansion. MSMEs with a higher level of development are 
therefore expected to have greater capacity to strengthen productivity, profitability, business stability, and the 
accumulation of economic resources, all of which are principal indicators of firm-level economic strength. Based 
on these theoretical arguments and empirical findings, MSME development is expected to contribute positively to 
the economic strength of a business. The more extensively an MSME develops its capacity, the greater its ability to 
build a strong economic foundation that supports business continuity and growth. The following hypothesis is 
therefore proposed: 

H1: MSME development has a positive effect on MSME economic strength. 
 

3.2 Effect of Bilateral Trade Opportunities on MSME Economic Strength 
Bilateral trade opportunities represent economic openings created through trade relations between countries, 

including lower trade barriers, wider market access, regulatory harmonization, and stronger economic cooperation. 
For MSMEs, these opportunities provide access to larger markets, the potential to increase sales volume, broader 
business networks, and new sources of growth that would be difficult to obtain from domestic markets alone. The 
relationship between bilateral trade opportunities and economic strength can be explained through 
Internationalization Theory. Johanson and Vahlne (2023) describe international-market involvement as a process 
through which firms accumulate experience and obtain access to resources, information, and larger markets. When 
a firm uses international opportunities effectively, its business capacity and its potential to create economic value 
tend to increase. International-market access therefore affects not only trade transactions but also the firm's 
underlying economic foundation. This perspective is consistent with International Trade Theory, which emphasizes 
that international trade creates economic benefits through market expansion, higher productivity, and the use of 
comparative advantages (Krugman et al., 2022). In the context of Indonesia-Africa economic relations, more open 
trade access enables MSMEs to diversify markets, reduce their dependence on traditional destinations, and expand 
their sources of business income. Access to wider markets can help firms increase production scale, strengthen 
revenue flows, and accumulate more economic resources. Findings reported by the OECD (2023), UNCTAD 
(2024), and WTO (2024) indicate that international-market openness contributes to higher firm income, 
productivity, and economic resilience. These benefits can be realized only when firms have the capability to access 
and use the available market opportunities. The greater the bilateral trade opportunities that MSMEs can use, 
therefore, the stronger their economic conditions are expected to become. 

Based on these arguments, the following hypothesis is proposed: 
H2: Bilateral trade opportunities have a positive effect on MSME economic strength. 
 

3.3 Effect of Government Support on MSME Economic Strength 
Government support is an important external factor in strengthening MSME economic capacity. Interventions 

such as financing access, business training, certification facilitation, trade promotion, business assistance, and 
market-information provision are intended to reduce the common constraints that MSMEs face in developing their 
businesses. This relationship can be explained through Institutional Theory, which positions institutions as 
important determinants of organizational behavior and performance through regulations, norms, and resource 
support (North, 1990; Acemoglu & Robinson, 2020). A conducive institutional environment can increase business 
certainty, reduce transaction costs, and broaden firms' access to productive resources. 

Developmental State Theory also explains that governments have a strategic role in accelerating economic 
development through policies that strengthen productive sectors (Evans, 2021). In the MSME context, government 
intervention functions not only as business protection but also as a means of strengthening economic capacity 
through higher productivity, innovation, and competitiveness. Effective support enables MSMEs to address 
constraints related to capital, technology, and information that have traditionally limited business development. 
Studies indicate that government-support programs contribute to higher MSME productivity, income, business 
capacity, and competitiveness (Tambunan, 2022; OECD, 2024; Stam & Van de Ven, 2021). The higher the quality 
of support received by MSMEs, the greater their opportunity to strengthen their economic condition. 
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Based on these arguments, the following hypothesis is proposed: 
H3: Government support has a positive effect on MSME economic strength. 

3.4 Effect of Economic Strength on MSME Export Performance 
Export performance is determined not only by the availability of international market opportunities but also by a 

firm's ability to provide the resources required for sustainable export activity. Economic strength therefore shapes a 
firm's ability to meet production, financing, logistics, and other requirements associated with international trade. 
This relationship can be explained through Endogenous Growth Theory, which emphasizes that organizational 
growth is determined by internal capabilities related to productivity, investment, innovation, and value creation 
(UNCTAD, 2023; ITC, 2023). The stronger a firm's economic condition, the greater its ability to expand and use 
available market opportunities. 

This perspective is reinforced by Export Readiness Theory, which explains that export readiness depends not only 
on an international-market orientation but also on the adequacy of a firm's economic resources (Zou & Cavusgil, 
2022). Exporting requires sufficient working capital, stable production capacity, the ability to maintain product 
quality, and the capacity to manage international trade risks. MSMEs with greater economic strength are therefore 
expected to have a stronger ability to sustain and improve their export performance. Findings from the OECD 
(2024) and IMF (2024) identify economic stability and financial capacity as important determinants of a firm's 
ability to sustain international trade activity. Accordingly, stronger MSME economic conditions are expected to 
produce higher export performance. 

H4: Economic strength has a positive effect on MSME export performance. 
 

3.5 Effect of MSME Development on MSME Export Performance 
MSME development is a process of increasing business capacity through stronger human-resource competencies, 

product innovation, technology use, management quality, production capacity, and marketing capability. In the 
context of business internationalization, such capacity development provides an important foundation for meeting 
the demands of increasingly competitive and dynamic global markets. The relationship between MSME 
development and export performance can be explained through the Resource-Based View, which emphasizes that 
competitive advantage arises from a firm's ability to manage valuable, rare, difficult-to-imitate, and non-
substitutable strategic resources (Barney, 1991; Hair et al., 2022). For MSMEs, stronger human resources, 
innovation capability, and technology use can support the production of more competitive products, higher 
operational efficiency, and faster responses to market needs. These capabilities are important determinants of firm 
success in international markets. 

Business-capacity development is especially relevant to exports to Africa because the region's diverse market 
characteristics require a high degree of adaptability. Differences in consumer preferences, product-quality 
standards, distribution systems, and business environments require MSMEs to have adequate organizational 
flexibility to remain competitive. Better-developed MSMEs are generally more prepared to adapt products, 
maintain consistent quality, and satisfy market demand sustainably than firms with more limited capacity. Previous 
studies show that stronger business capacity contributes to export success through better product quality, 
operational efficiency, and innovation capability (Tambunan, 2022; Laukkanen, 2023; OECD, 2023). The higher 
the level of MSME development, therefore, the greater the firm's expected opportunity to improve its export 
performance. 

H5: MSME development has a positive effect on MSME export performance. 
 

3.6 Effect of Bilateral Trade Opportunities on MSME Export Performance 
Bilateral trade opportunities reflect open international-market access that enables firms to broaden their marketing 

reach, increase trade volume, and build cross-border business relationships. For MSMEs, these opportunities are 
strategically important because they can reduce the limitations of domestic markets and create wider scope for 
business growth. This relationship can be explained through Internationalization Theory, which identifies access to 
international markets as a principal driver of cross-border business expansion (Johanson & Vahlne, 2023). The 
wider the available market opportunities, the greater a firm's likelihood of obtaining new customers, expanding 
distribution networks, and increasing business scale. Bilateral trade opportunities therefore function not only as a 
means of market expansion but also as a mechanism that accelerates firm internationalization. In Indonesia-Africa 
trade relations, stronger economic and trade cooperation creates greater opportunities for MSMEs to expand 
exports. Business forums, trade missions, and economic cooperation developed in recent years have provided 
broader access to potential African markets (UNCTAD, 2024; ITC, 2024). In addition to increasing potential 
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demand, trade cooperation can reduce barriers that have historically constrained small business operators. 
Studies by the WTO (2024), OECD (2024), and Gereffi (2021) show a positive relationship between improved 

international-market access and firm export growth. The greater the bilateral trade opportunities available to, and 
used by, MSMEs, the higher their expected export performance. 

H6: Bilateral trade opportunities have a positive effect on MSME export performance. 
 

3.7 Effect of Government Support on MSME Export Performance 
Government support is an important external factor in improving MSMEs' readiness and capability to participate 

in international trade. Such support may include financing access, export training, trade promotion, product-
certification facilitation, market information, and assistance in meeting international trade requirements. 

The relationship between government support and export performance can be explained through Institutional 
Theory, which emphasizes that the quality of the institutional environment influences organizational behavior and 
performance (North, 1990). Effective institutional support can reduce uncertainty in the business environment, 
lower transaction costs, and broaden firms' access to the resources required for development. Government support 
is particularly important in exporting because MSMEs often face constraints that are difficult to overcome 
independently. 

Developmental State Theory further explains that governments have a strategic role in promoting economic 
growth through policies that support productive sectors (Evans, 2021). Export-facilitation programs, trade 
promotion, and government financing support can help MSMEs improve export readiness and strengthen the 
competitiveness of their products in international markets. 

Studies indicate that government support contributes positively to MSME export activity by strengthening 
business capacity and expanding international-market access (Tambunan, 2022; Stam & Van de Ven, 2021; OECD, 
2024). The more effective the government support received by MSMEs, the greater their opportunity to improve 
export performance. 

H7: Government support has a positive effect on MSME export performance. 
 

3.8 The Mediating Role of Economic Strength 
This study positions economic strength as a mediating variable that explains how internal and external factors 

influence MSME export performance. The mediator is selected on the premise that export success depends not only 
on available opportunities and support but also on a firm's ability to build a strong economic foundation and use 
those opportunities effectively. 

According to the mediation approach proposed by Baron and Kenny (1986), a mediating variable explains the 
process or mechanism that links an independent variable to a dependent variable. In this study, MSME 
development is expected to improve productivity, efficiency, and business competitiveness. Bilateral trade 
opportunities expand market access and sources of economic growth, while government support provides facilities 
and resources that strengthen business capacity. However, the benefits of these three factors do not always improve 
export performance directly. 

Export performance requires adequate economic readiness, including financing capability, production capacity, 
business stability, and the ability to manage international trade risks. MSME development, bilateral trade 
opportunities, and government support are therefore expected to strengthen firms' economic capacity before 
producing higher export performance. 

The OECD (2023), IMF (2024), and ITC (2024) identify strong economic capacity as a principal condition for 
the sustainability of a firm's international trade activity. Economic strength is therefore positioned as the 
mechanism through which internal and external factors may be translated into MSME export success. 

H8: Economic strength mediates the effect of MSME development on MSME export performance. 
H9: Economic strength mediates the effect of bilateral trade opportunities on MSME export performance. 
H10: Economic strength mediates the effect of government support on MSME export performance. 
 

4. METHODOLOGY 
4.1 Sampling Techniques and Procedures 

This study uses a quantitative approach with an explanatory research design because it focuses on testing causal 
relationships among MSME development, bilateral trade opportunities, government support, MSME economic 
strength, and MSME export-import performance. The quantitative approach enables the conceptual model to be 
tested objectively through Structural Equation Modeling-Partial Least Squares (SEM-PLS), thereby providing 
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measurable and systematic empirical evidence about relationships among the variables (Waruwu, 2024; Adil et al., 
2023; Waruwu et al., 2025). The study was conducted among upgraded MSMEs in Sukabumi City, West Java 
Province. The location was selected because the Sukabumi City Government consistently implements MSME 
development programs, including business-capacity building, digital transformation, expanded market access, and 
export facilitation. Sukabumi City also has a relatively large number of MSMEs and demonstrates a strong 
commitment to developing export-oriented firms. These conditions make the city a relevant setting for examining 
the phenomenon under study. 

MSMEs were defined as the unit of analysis, while the units of observation were MSME owners, managers, or 
leaders. These respondents were selected because they are directly involved in strategic business decision-making 
and have a thorough understanding of business-development dynamics. They were also considered to have 
adequate information about the government support received, the use of international trade opportunities, and 
business performance, particularly performance related to export-import activity. 

The study population comprised all MSMEs registered in Sukabumi City's MSME Management Information 
System (SIMPAN UMKM). According to data from the Sukabumi City Government, 5,121 business units were 
registered in 2024. The study did not involve the entire population. Instead, it focused on upgraded MSMEs that 
had received coaching, mentoring, and business-development facilitation and that demonstrated readiness or an 
orientation toward export activity. 

Purposive sampling was used to select participants according to criteria aligned with the study's objectives 
(Sekaran & Bougie, 2021). This technique was selected because not all members of the population had 
characteristics relevant to business internationalization and export trade, which were the focus of the study. 
Purposive sampling was therefore considered appropriate for obtaining respondents who were genuinely relevant 
and able to provide the information required. 

The respondent criteria were as follows: 
1. An owner, manager, or leader of an MSME; 
2. Located in Sukabumi City, West Java Province; 
3. Included in the upgraded MSME category; 
4. Has experience, readiness, or an orientation toward export activity; and 
5. Has participated in coaching, mentoring, or facilitation organized by the government or a related institution. 
Primary data were collected through a structured questionnaire and field observations. The questionnaire obtained 

respondents' perceptions of MSME development, bilateral trade opportunities, government support, economic 
strength, and MSME export-import performance. All indicators were measured on a five-point Likert scale ranging 
from 1 (strongly disagree) to 5 (strongly agree). Field observations were conducted to obtain a more comprehensive 
understanding of actual business conditions, production capacity, technology use, legal compliance, and MSME 
readiness to enter international markets. 

The sample consisted of 120 respondents. This sample size was considered adequate for SEM-PLS because it met 
the recommendations of Hair et al. (2022), who state that SEM-PLS can be applied to moderately sized samples 
when the minimum requirements concerning the number of indicators and the complexity of structural relationships 
are satisfied. The model contains five latent constructs measured by several reflective indicators; a sample of 120 
respondents was therefore considered sufficient to produce stable parameter estimates and adequate predictive 
capability. 

Before the analysis, all completed questionnaires were screened for answer completeness, response consistency, 
and respondent compliance with the established criteria. Questionnaires that did not satisfy the requirements or 
were incomplete were excluded from the analysis. The eligible data were then analyzed using SEM-PLS to evaluate 
the measurement model (outer model) and the structural model (inner model), including direct and indirect effects 
through the mediating variable. 
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4.2 Sample Characteristics 
Respondent characteristics provide a general description of the MSME operators included in the study and assist 

in interpreting the findings. The respondents comprised 120 upgraded MSMEs in Sukabumi City. Their 
characteristics were examined by gender, age, highest educational attainment, length of business operation, 
business scale, annual turnover, export experience, and participation in government programs. 

Table 1. Respondent Profile 
Respondent Profile n % Respondent Profile n % 

Gender   Business Scale   
Male 63 52.50 Micro 36 30.00 
Female 57 47.50 Small 40 33.33 
   Medium 44 36.67 
Age   Annual Turnover   
25-35 years 26 21.67 < Rp 300 million 46 38.33 
36-45 years 42 35.00 Rp 300 million-Rp 2.5 billion 36 30.00 
46-55 years 41 34.17 Rp 2.5-Rp 50 billion 38 31.67 
> 55 years 11 9.16    
Education   Export Experience   
High school/vocational 
school 44 36.67 Not yet exported 64 53.33 

Diploma 39 32.50 Previously exported 32 26.67 
Bachelor's degree 37 30.83 Currently exporting 24 20.00 

Note: n = frequency; % = percentage. 
Most respondents were male business operators (52.50%), and the largest age group was 36-45 years (35.00%). 

The largest business-scale category was medium-sized enterprises (36.67%), while the most common annual 
turnover category was less than Rp 300 million (38.33%). In terms of export experience, 53.33% of respondents 
had not exported directly but had an export orientation and had participated in MSME development programs. 
These conditions indicate that MSMEs in Sukabumi City have substantial potential to develop into globally 
oriented businesses, including businesses capable of entering African markets. 

 
4.3 Research Measurement Instrument 

The research instrument was developed from the operational definitions of the study variables. The questionnaire 
measured respondents' perceptions of all constructs: MSME development, bilateral trade opportunities, government 
support, economic strength, and MSME export-import performance. 

All indicators were measured using a five-point Likert scale ranging from 1 = strongly disagree to 5 = strongly 
agree. The Likert scale was selected because it allows attitudes, perceptions, and levels of agreement with the 
statements to be measured quantitatively (Sugiyono, 2022; Ghozali, 2021). 

Table 2. Operationalization of Research Variables 

Variable Number of 
Indicators Sources 

MSME Development (X1) 6 Barney & Mackey (2021); OECD (2021); Kloosterman 
& Rath (1999); Tambunan (2022) 

Bilateral Trade Opportunities 
(X2) 6 Tinbergen (1962); Anderson (2011); World Bank 

(2022) 
Government Support (X3) 6 Scott (2014); UNCTAD (2022) 

Economic Strength (Z) 5 UNCTAD Productive Capacities Index (2023); ITC 
SME Competitiveness Framework (2023) 

MSME Export-Import 
Performance (Y) 5 Teece (2023); OECD (2024); ITC Export Performance 

Framework (2023) 
Before the main questionnaire was distributed, the research instrument was evaluated to ensure that each indicator 

was appropriate for its construct and could produce valid and reliable data. 
 

4.4 Data Analysis Techniques and Procedures 
The data were analyzed using the Structural Equation Modeling-Partial Least Squares (SEM-PLS) approach in 

SmartPLS version 4.0. SEM-PLS was selected because it can analyze simultaneous relationships among latent 
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variables, accommodate complex research models, and support prediction-oriented research and theory 
development (Hair et al., 2022). It is also appropriate for studies with moderately sized samples and latent 
constructs measured through multiple reflective indicators. 

The data-analysis process was conducted in stages through evaluation of the measurement model (outer model) 
and structural model (inner model), as recommended by Hair et al. (2022). 

The first stage was descriptive statistical analysis, which described respondent characteristics and the distribution 
of responses to each research indicator. This analysis was used to understand the respondent profile and the pattern 
of perceptions concerning MSME development, bilateral trade opportunities, government support, MSME 
economic strength, and MSME export-import performance. 

The second stage evaluated the measurement model (outer model) to ensure that the instrument had adequate 
validity and reliability. The measurement model was assessed using the following tests: 

1. Convergent validity was assessed using outer loadings and Average Variance Extracted (AVE). An indicator 
was considered to satisfy convergent validity when its outer loading exceeded 0.70 and the construct's AVE 
exceeded 0.50. 

2. Discriminant validity was evaluated using the Heterotrait-Monotrait Ratio (HTMT). A construct was 
considered to have adequate discriminant validity when the HTMT value was below the recommended threshold of 
0.90. 

3. Construct reliability was assessed using Cronbach's alpha and Composite Reliability (CR). A construct was 
considered reliable when both values exceeded 0.70. 

4. Collinearity was assessed using the Variance Inflation Factor (VIF). A VIF value below 5 indicated that there 
was no problematic multicollinearity among indicators or predictor variables. 

The third stage evaluated the structural model (inner model) to assess the model's ability to explain and predict 
relationships among latent variables. The structural model was evaluated using the following indicators: 

1. The coefficient of determination (R2) was used to measure the ability of exogenous variables to explain 
variation in endogenous variables. 

2. Predictive relevance (Q2) was assessed using the blindfolding procedure. A Q2 value greater than zero 
indicated that the model had predictive relevance. 

3. Model fit was assessed using the Standardized Root Mean Square Residual (SRMR) and Normed Fit Index 
(NFI). An SRMR value below 0.08 and an NFI value approaching 1 were treated as indicators of adequate model 
fit. 

After the measurement and structural models had been evaluated against the required criteria, the hypotheses 
were tested. Bootstrapping with 5,000 subsamples was conducted as recommended by Hair et al. (2022). This 
procedure produced estimates of path coefficients, t-statistics, p-values, and confidence intervals for hypothesis 
decisions. 

Hypothesis testing covered direct effects, indirect effects, and total effects. Indirect-effect analysis examined the 
mediating role of MSME economic strength in the relationships between MSME development, bilateral trade 
opportunities, government support, and MSME export-import performance. Mediation was tested by bootstrapping 
the indirect effects, an approach that provides more accurate estimates than traditional causal-step procedures. 

A research hypothesis was considered supported when the t-statistic exceeded 1.96 and the p-value was below 
0.05 at the 5% significance level. These procedures were expected to produce valid, reliable, and predictively 
useful empirical findings concerning the determinants of export-import performance among upgraded MSMEs 
targeting African markets. 

The conceptual framework is presented in the following figure: 
Figure 1. Conceptual Framework and Hypothesis Development 
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Legend: 
Solid arrows indicate direct effects. 
The dashed box identifies indirect effects through the mediating variable. 
 

5. RESULTS 
5.1 Initial Assessment: Common Method Bias 

Before the measurement and structural models were evaluated, the study assessed the potential for common 
method bias (CMB). The assessment used a full-collinearity approach based on Variance Inflation Factor (VIF) 
values, as recommended by Kock (2015) and Hair et al. (2022). This test was conducted to determine whether 
relationships among the observed variables were affected by systematic bias arising from the use of the same data 
source and collection method. 

The results show that all constructs had VIF values below the critical threshold of 5.00. This condition indicates 
that the model was free from excessive multicollinearity and did not show evidence of common method bias under 
the selected criterion. The data quality was therefore considered adequate for the subsequent measurement-model 
and structural-model analyses. 
5.2 Measurement Model Assessment 

The measurement model was evaluated to ensure that every latent construct was measured validly and reliably. In 
accordance with PLS-SEM procedures, the assessment covered convergent validity, discriminant validity, and 
construct reliability (Hair et al., 2022). 
5.2.1 Convergent Validity 

Convergent validity was assessed using Average Variance Extracted (AVE). According to Hair et al. (2022), a 
construct satisfies convergent validity when its AVE exceeds 0.50. This criterion indicates that the construct 
explains more than half of the variance in its indicators. 

All constructs satisfied this criterion. MSME Development had an AVE of 0.741, Bilateral Trade Opportunities 
0.758, Government Support 0.769, MSME Economic Strength 0.732, and MSME Export-Import Performance 
0.778. Every value was well above the required minimum threshold. 

These findings indicate that the indicators adequately represent their theoretical constructs. In other words, each 
construct explains its indicators sufficiently well, which indicates a high degree of measurement accuracy for the 
concepts examined. 
5.2.2 Discriminant Validity 

Discriminant validity was evaluated using the Heterotrait-Monotrait Ratio (HTMT). This method is considered 
more sensitive and accurate for detecting distinctions among latent constructs in a PLS-SEM model (Henseler et al., 
2021). A construct was considered to have adequate discriminant validity when the HTMT value was below 0.90. 

All HTMT values among the constructs were below the recommended threshold. The results indicate that the 
latent variables have distinct conceptual characteristics and can be differentiated empirically. No evidence of 
problematic construct overlap was identified in the research model. 
5.2.3 Construct Reliability 

Construct reliability was assessed using Cronbach's alpha and Composite Reliability (CR). Both measures 
evaluate the internal consistency of indicators used to measure the same latent construct. Hair et al. (2022) state that 
a construct can be categorized as reliable when its Cronbach's alpha and CR values exceed 0.70. 

All constructs had Cronbach's alpha and Composite Reliability values above the minimum threshold. These 
findings indicate that the indicators have high internal consistency and provide stable, dependable measurement 
results. 

Overall, the measurement-model evaluation shows that all constructs satisfied the validity and reliability 
requirements for SEM-PLS analysis. The measurement model was therefore considered suitable for the structural-
model evaluation of the proposed causal relationships. 
5.3 Structural Model Assessment 

The structural-model evaluation began with model-fit assessment. The saturated model had an SRMR of 0.049, 
which was below the 0.08 guideline, whereas the estimated model had an SRMR of 0.146, which was above that 
guideline. The NFI values were 0.862 for the saturated model and 0.841 for the estimated model, both approaching 
0.90. These results provide mixed evidence of model fit and therefore warrant caution when interpreting global fit, 
although the model's explanatory and predictive properties can still be assessed (Hair et al., 2022). 

The model's ability to explain the endogenous variables was then evaluated using the coefficient of determination 
(R2). MSME Development, Bilateral Trade Opportunities, and Government Support jointly explained 84.6% of the 



 
 
 
 
 
DETERMINANTS OF MSME EXPORT PERFORMANCE IN THE AFRICAN MARKET: THE ROLE OF 
ECONOMIC STRENGTH AS A MEDIATOR OF MSME DEVELOPMENT, BILATERAL TRADE, AND 
GOVERNMENT SUPPORT 
Meilina Sukmarini et al 

Publish by Radja Publika 
             Page 5097 of 28 

 
 
 

variance in MSME Economic Strength. All exogenous constructs in the model explained 77.2% of the variance in 
MSME Export-Import Performance. These R2 values indicate strong explanatory power for the phenomena 
examined. 

The model's predictive capability was also evaluated using Stone-Geisser's Q2 values obtained through the 
blindfolding procedure. The Q2 value was 0.834 for MSME Economic Strength and 0.757 for MSME Export-
Import Performance. Because both values exceeded 0.35, the model was categorized as having strong predictive 
relevance and an adequate ability to predict the endogenous variables (Shmueli et al., 2021). 

The hypotheses were tested through path-coefficient analysis using the bootstrapping procedure. Bilateral Trade 
Opportunities had a positive and significant effect on MSME Economic Strength (beta = 0.400; p = 0.001). 
Government Support likewise had a positive and significant effect on MSME Economic Strength (beta = 0.521; p = 
0.001). MSME Development, however, did not have a significant effect on MSME Economic Strength (beta = 
0.027; p = 0.418). 

For MSME Export-Import Performance, only Government Support had a positive and significant effect (beta = 
0.550; p < 0.001). This finding indicates that improved financing access, export facilitation, trade-promotion 
activities, business mentoring, and regulatory convenience provided by the government make a substantive 
contribution to MSME export performance in African markets. MSME Development (beta = 0.174; p = 0.061), 
Bilateral Trade Opportunities (beta = 0.079; p = 0.218), and MSME Economic Strength (beta = 0.102; p = 0.206) 
did not have significant effects on MSME Export-Import Performance. 

To provide a more comprehensive understanding of the relationships among variables, the analysis also evaluated 
direct, indirect, and total effects. Total-effect analysis assessed each exogenous variable's overall contribution to the 
endogenous variables through the combined direct and indirect effects. 

Government Support was the most dominant factor in improving MSME export-import performance in African 
markets. Although Bilateral Trade Opportunities strengthened MSME Economic Strength, this effect did not 
translate directly into improved export performance. The mediation tests further show that MSME Economic 
Strength did not mediate the relationships of MSME Development, Bilateral Trade Opportunities, or Government 
Support with MSME Export-Import Performance. The proposed mediation hypotheses therefore received no 
empirical support. 

Overall, the findings confirm that MSME success in entering and expanding within African markets is 
determined more strongly by effective government intervention than by internal firm factors or available bilateral 
trade opportunities. This result reinforces the argument that targeted government policies and support are strategic 
factors for strengthening competitiveness and advancing the internationalization of Indonesian MSMEs in emerging 
markets (Tambunan, 2023; UNCTAD, 2024; OECD, 2023). 

Table 3. Construct Conceptualization, Indicator Operationalization, and Measurement Model Results 

Construct Indicator Convergent 
Validity 

Convergent 
Validity 

Convergent 
Validity Reliability Reliability 

Construct Indicator Loading VIF AVE Cronbach's 
alpha 

Composite 
reliability 

MSME Development (X1): the process of increasing business capacity through stronger human resources, 
innovation, technology, management, financing, and marketing to improve competitiveness. 

 X1.1 Productive Capacity of 
MSMEs 0.842 2.314 0.741 0.948 0.955 

 X1.2 Access to Financing 0.876 2.687    

 X1.3 Quality of Resources and 
Skills 0.884 2.541    

 X1.4 Innovation and 
Technology Adoption 0.861 2.473    

 X1.5 Market Access (including 
exports) 0.835 2.258    

 X1.6 Business Resilience and 
Sustainability 0.852 2.367    

Bilateral Trade Opportunities (X2): the potential for Indonesia-Africa trade cooperation to open market 
access and expand international business networks. 

 X2.1 Intensity and Structure of 
Bilateral Trade 0.873 2.442 0.758 0.941 0.949 
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Construct Indicator Convergent 
Validity 

Convergent 
Validity 

Convergent 
Validity Reliability Reliability 

Construct Indicator Loading VIF AVE Cronbach's 
alpha 

Composite 
reliability 

 X2.2 Product Diversification 
and Trading Partners 0.891 2.851    

 X2.3 Trade Complementarity 
Index 0.864 2.638    

 X2.4 Infrastructure Quality and 
Trade Logistics Efficiency 0.847 2.521    

 X2.5 Trade Openness and 
Economic Integration 0.882 2.784    

 X2.6 Trade Costs and Trade 
Barriers 0.857 2.467    

Government Support (X3): government policies, facilitation, and programs that support the development of 
export-oriented MSMEs. 

 X3.1 Policy and Regulatory 
Support 0.864 2.566 0.769 0.953 0.960 

 X3.2 Financing Access Support 0.892 2.875    

 X3.3 Capacity Development and 
Human-Resource Support 0.874 2.687    

 X3.4 Innovation, Technology, 
and Digitalization Support 0.881 2.751    

 X3.5 Market-Access Support 
and Trade Facilitation 0.857 2.493    

 X3.6 Institutional Support and 
Coordination 0.869 2.534    

Economic Strength (Z): the ability of MSMEs to manage economic resources that support business 
sustainability and expansion. 

 Z1 Business Productivity 0.856 2.417 0.732 0.945 0.952 
 Z2 Business Competitiveness 0.882 2.733    

 Z3 Business Development 
Capacity 0.871 2.654    

 Z4 Ability to Create Economic 
Value 0.824 2.321    

 Z5 Business Economic 
Resilience 0.865 2.564    

MSME Export-Import Performance (Y): the level of success achieved by MSMEs in conducting 
international trade activities. 

 Y1 Export-Import Growth 0.886 2.845 0.778 0.957 0.963 

 Y2 International Market 
Expansion 0.901 2.974    

 Y3 International Product 
Competitiveness 0.872 2.661    

 Y4 Contribution of International 
Trade to Business Growth 0.884 2.842    

 Y5 Sustainability of 
International Trade Activities 0.867 2.558    

Table 4. Heterotrait-Monotrait Ratio (HTMT) Test Results 

Variable X1 MSME 
Development 

X2 Bilateral 
Trade 

Opportunities 

X3 
Government 

Support 

Y MSME Export-
Import 

Performance 

Z MSME 
Economic 
Strength 

X1 MSME Development -     
X2 Bilateral Trade 0.886 -    
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Variable X1 MSME 
Development 

X2 Bilateral 
Trade 

Opportunities 

X3 
Government 

Support 

Y MSME Export-
Import 

Performance 

Z MSME 
Economic 
Strength 

Opportunities 
X3 Government Support 0.826 0.894 -   
Y MSME Export-
Import Performance 0.852 0.846 0.899 -  

Z MSME Economic 
Strength 0.865 0.895 0.889 0.850 - 

Table 5. Model Fit, Explanatory Power, and Predictive Relevance 
Model-Fit Test Saturated Model Estimated Model 

Standardized Root Mean Square Residual (SRMR) 0.049 0.146 
Normed Fit Index (NFI) 0.862 0.841 

Explanatory Power and Predictive Relevance R2 Stone-Geisser's Q2 
MSME Economic Strength (Z) 0.846 0.834 
MSME Export-Import Performance (Y) 0.772 0.757 

As shown in Table 3, all constructs satisfied the validity and reliability criteria recommended for SEM-PLS (Hair 
et al., 2022; Ghozali, 2021). Convergent validity was assessed through outer loadings and Average Variance 
Extracted (AVE). All indicators had loading factors above the 0.70 threshold, ranging from 0.824 to 0.901. Each 
indicator therefore represented its latent construct strongly and adequately. 

For MSME Development (X1), the loading factors ranged from 0.835 to 0.884. Quality of Resources and Skills 
(X1.3) contributed most strongly to the construct, with a loading of 0.884. Market Access, Including Exports 
(X1.5), had the lowest relative contribution, although its loading of 0.835 remained very good. MSME 
Development had an AVE of 0.741, Cronbach's alpha of 0.948, and Composite Reliability of 0.955. These results 
indicate very high internal consistency and show that the construct explained 74.1% of the variance in its indicators. 

Bilateral Trade Opportunities (X2) also demonstrated excellent measurement quality. Its indicator loadings 
ranged from 0.847 to 0.891. Product Diversification and Trading Partners (X2.2) was the most dominant indicator, 
with a loading of 0.891, while Infrastructure Quality and Trade Logistics Efficiency (X2.4) had a loading of 0.847. 
The AVE of 0.758 indicates that the construct explained 75.8% of the variance in its indicators. Cronbach's alpha of 
0.941 and Composite Reliability of 0.949 further confirm the construct's high reliability. 

For Government Support (X3), indicator loadings ranged from 0.857 to 0.892. Financing Access Support (X3.2) 
contributed most strongly to the construct, with a loading of 0.892. Overall, the construct had an AVE of 0.769, 
Cronbach's alpha of 0.953, and Composite Reliability of 0.960. Government Support therefore demonstrated both 
high convergent validity and very strong internal consistency. 

For the mediating variable, MSME Economic Strength (Z), all indicator loadings exceeded 0.80 and ranged from 
0.824 to 0.882. Business Competitiveness (Z2) was the most dominant indicator, with a loading of 0.882. The 
construct had an AVE of 0.732, Cronbach's alpha of 0.945, and Composite Reliability of 0.952. These results 
indicate excellent convergent validity and reliability. 

For MSME Export-Import Performance (Y), indicator loadings ranged from 0.867 to 0.901. International Market 
Expansion (Y2) contributed most strongly, with a loading of 0.901. Sustainability of International Trade Activities 
(Y5) had a loading of 0.867, which still indicates excellent representation. The construct's AVE of 0.778 shows that 
it explained 77.8% of the variance in its indicators. Cronbach's alpha of 0.957 and Composite Reliability of 0.963 
indicate very high reliability. 

In addition to convergent validity, the study evaluated discriminant validity using the Heterotrait-Monotrait Ratio. 
As shown in Table 4, every HTMT value was below the maximum threshold of 0.90 recommended by Henseler et 
al. (2015). The highest value, 0.895, occurred between Bilateral Trade Opportunities and MSME Economic 
Strength, while the lowest value, 0.826, occurred between Government Support and MSME Development. Each 
construct therefore had empirically distinct characteristics and could be clearly differentiated from the other 
constructs. All constructs satisfied the discriminant-validity criterion. 

After the measurement model satisfied the validity and reliability requirements, the structural model was 
evaluated. The saturated model's SRMR was 0.049, below the threshold of 0.08, while the estimated model's 
SRMR was 0.146. The saturated-model value indicates good fit to the empirical data, whereas the estimated-model 
value indicates that global fit should be interpreted cautiously (Hair et al., 2022). The NFI values were 0.862 for the 
saturated model and 0.841 for the estimated model, indicating moderate fit for testing the proposed relationships. 
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The coefficient of determination (R2) was used to evaluate the model's ability to explain the endogenous 
variables. MSME Economic Strength (Z) had an R2 of 0.846. Thus, MSME Development, Bilateral Trade 
Opportunities, and Government Support explained 84.6% of the variation in MSME Economic Strength. The 
remaining 15.4% was attributable to factors outside the model that were not examined in this study. 

MSME Export-Import Performance (Y) had an R2 of 0.772. Thus, MSME Development, Bilateral Trade 
Opportunities, Government Support, and MSME Economic Strength jointly explained 77.2% of the variation in 
MSME export-import performance. Under the classification proposed by Hair et al. (2022), this value represents 
substantial explanatory power, indicating that the model has a strong ability to explain the phenomenon under 
study. 

Predictive relevance was evaluated using Stone-Geisser's Q2. MSME Economic Strength had a Q2 of 0.834, 
while MSME Export-Import Performance had a Q2 of 0.757. Both values were well above zero, indicating very 
strong predictive relevance. The conceptual model was therefore considered adequate for testing the proposed 
hypotheses concerning factors that affect MSME export performance in African markets. 

Overall, the measurement model satisfied the statistical validity and reliability criteria, and the structural model 
demonstrated strong explanatory and predictive power. The model-fit results were acceptable for the saturated 
model but less favorable for the estimated model, so global fit should be interpreted with caution. Subject to that 
qualification, the model was suitable for the next stage: testing causal relationships through path coefficients and 
examining the mediating effect of MSME Economic Strength. 

Table 6. Structural Model Assessment of Direct, Indirect, and Total Effects 

Relationship 
Path 

coefficient 
(beta) 

Standard 
deviation t-value p-value 95% CI Outcome 

Direct effects 
H1. X1 -> Z 0.027 0.131 0.208 0.418 -0.185; 0.241 Not supported 
H2. X2 -> Z 0.400 0.123 3.262 0.001** 0.183; 0.591 Supported 
H3. X3 -> Z 0.521 0.168 3.095 0.001** 0.255; 0.813 Supported 
H4. Z -> Y 0.102 0.125 0.819 0.206 -0.092; 0.315 Not supported 
H5. X1 -> Y 0.174 0.113 1.543 0.061 -0.014; 0.359 Not supported 
H6. X2 -> Y 0.079 0.101 0.780 0.218 -0.082; 0.251 Not supported 
H7. X3 -> Y 0.550 0.166 3.317 <0.001*** 0.271; 0.822 Supported 
Indirect effects (mediation) 
H8. X1 -> Z -> Y 0.003 0.022 0.127 0.449 -0.027; 0.043 Not supported 
H9. X2 -> Z -> Y 0.041 0.050 0.820 0.206 -0.036; 0.126 Not supported 
H10. X3 -> Z -> Y 0.053 0.074 0.717 0.237 -0.048; 0.191 Not supported 
Total effects = direct effects + indirect effects 
H1. X1 -> Z 0.027 0.131 0.208 0.418 -0.185; 0.241 Not significant 
H2. X2 -> Z 0.400 0.123 3.262 0.001** 0.183; 0.591 Significant 
H3. X3 -> Z 0.521 0.168 3.095 0.001** 0.255; 0.813 Significant 
H4. Z -> Y 0.102 0.125 0.819 0.206 -0.092; 0.315 Not significant 
H5. X1 -> Y 0.174 0.113 1.543 0.061 -0.014; 0.359 Not significant 
H6. X2 -> Y 0.079 0.101 0.780 0.218 -0.082; 0.251 Not significant 
H7. X3 -> Y 0.550 0.166 3.317 <0.001*** 0.271; 0.822 Significant 
H8. X1 -> Z -> Y 0.003 0.022 0.127 0.449 -0.027; 0.043 Not significant 
H9. X2 -> Z -> Y 0.041 0.050 0.820 0.206 -0.036; 0.126 Not significant 
H10. X3 -> Z -> Y 0.053 0.074 0.717 0.237 -0.048; 0.191 Not significant 
Notes: X1 = MSME Development; X2 = Bilateral Trade Opportunities; X3 = Government Support; Z 
= Economic Strength; Y = MSME Export Performance; CI = confidence interval. *** p < 0.001; ** 
p < 0.01; * p < 0.05. 
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Figure 2. Structural Model Results 

 

Figure 3. Importance-Performance Map Analysis 
(IPMA) of MSME Export-Import Performance in the 

African Market 

 
6. DISCUSSION 

The findings provide a more comprehensive understanding of the determinants of MSME export-import 
performance in African markets by positioning MSME Economic Strength as a mediating variable. Overall, the 
empirical model demonstrates high explanatory power. The R2 of 0.846 for MSME Economic Strength indicates 
that MSME Development, Bilateral Trade Opportunities, and Government Support explain 84.6% of the variation 
in the construct. The R2 of 0.772 for MSME Export-Import Performance indicates that all variables in the research 
model explain 77.2% of the variation in export performance. Under the classification proposed by Hair et al. 
(2022), these values represent substantial explanatory power, indicating that the model has a strong ability to 
explain MSME internationalization. 

The model's strength is also demonstrated by the predictive-relevance results. The Q2 values of 0.834 for MSME 
Economic Strength and 0.757 for MSME Export-Import Performance indicate very strong predictive capability. 
Both values are well above the minimum threshold of 0.35 recommended by Shmueli et al. (2021). The model 
therefore provides adequate explanation and is also capable of predicting MSME export behavior in non-traditional 
markets, particularly in Africa. 

The results show that MSME Development does not have a significant effect on MSME Economic Strength. This 
finding indicates that stronger business capacity through human-resource development, innovation, technology use, 
managerial capability, and market access does not directly improve MSME economic strength. 

Theoretically, this finding does not fully support the main assumption of the Resource-Based View, which 
positions internal resources as the principal foundation of competitive advantage and firm-level economic value 
(Barney, 1991). The RBV argues that organizations capable of developing strategic resources effectively have 
greater opportunities to achieve superior and sustainable economic performance. In the context of export-oriented 
MSMEs in Sukabumi City, however, stronger internal capacity did not automatically produce stronger firm-level 
economic conditions. 

This result can be understood by considering that many MSMEs remain in transition toward international 
markets. Most development programs received by MSME operators tend to focus on improving individual 
knowledge, skills, and competencies. Although these aspects provide an important foundation for business 
development, their effects on capital, productivity, profitability, and investment capacity may not be observable in 
the short term. The benefits of development programs may therefore be reflected more strongly in managerial 
capability than in immediate economic strengthening. 

The finding implies that internal capacity development is a necessary but not sufficient condition for building 
MSME economic strength. It extends the RBV by showing that the effectiveness of internal resources is strongly 
influenced by external resources, market access, and institutional support. A firm's internal advantages cannot 
always be transformed into economic strength without a conducive business ecosystem. 

This finding is consistent with Tambunan's (2022) view that the economic effects of MSME development 
programs are generally long-term and require sustained resource accumulation. It also supports the OECD (2023), 



 
 
 
 
 
DETERMINANTS OF MSME EXPORT PERFORMANCE IN THE AFRICAN MARKET: THE ROLE OF 
ECONOMIC STRENGTH AS A MEDIATOR OF MSME DEVELOPMENT, BILATERAL TRADE, AND 
GOVERNMENT SUPPORT 
Meilina Sukmarini et al 

Publish by Radja Publika 
             Page 5102 of 28 

 
 
 

which states that MSME capacity development must be integrated with financing access, innovation, and market 
support to produce sustainable economic strengthening. 

The study also finds that Bilateral Trade Opportunities have a positive and significant effect on MSME Economic 
Strength. Thus, the more open the market opportunities created through Indonesia-Africa economic relations, the 
stronger the economic conditions of MSMEs are likely to become. 

This finding supports Internationalization Theory, which explains that participation in international activity gives 
firms access to wider markets, greater income potential, and broader business networks that can ultimately 
strengthen economic capacity (Johanson & Vahlne, 2009). For MSMEs, bilateral trade opportunities provide access 
to new consumers while encouraging market diversification and reducing dependence on the increasingly 
competitive domestic market. 

This finding is especially relevant in light of Africa's economic growth, rising consumption, and increasing 
demand for manufactured and creative products. Economic-cooperation initiatives between Indonesia and African 
countries, including the Indonesia-Africa Forum, business-matching activities, and international trade-promotion 
programs, have created new economic opportunities that Indonesian MSMEs can use. 

Theoretically, the results show that external factors occupy a strategic position in building MSME economic 
strength. Unlike traditional approaches that emphasize internal firm factors, this study shows that international-
market access can function as a strategic resource that directly improves a firm's economic capacity. The finding 
also reinforces Internationalization Theory by showing that successful business internationalization depends not 
only on internal readiness but also on business operators' ability to identify, access, and use opportunities in the 
external environment. 

The results are consistent with international studies and reports. The OECD (2023), WTO (2024), and 
International Trade Centre (2024) report that expanded international-market access contributes significantly to 
higher firm income, productivity, and economic resilience, particularly among small and medium-sized enterprises. 
Stronger bilateral trade cooperation and improved international-market facilitation should therefore be sustained as 
strategies for increasing the global competitiveness of Indonesian MSMEs. 

 
7. STUDY IMPLICATIONS 
7.1 Theoretical Implications 

This study contributes conceptually to the literature on MSME internationalization, particularly research on 
penetration of non-traditional African markets. The empirical findings show that not every factor theoretically 
expected to influence MSME export performance has a significant effect. MSME Development and Bilateral Trade 
Opportunities do not directly improve MSME Export-Import Performance. Government Support, by contrast, 
emerges as the strongest determinant of improved MSME export performance. 

The findings extend the Resource-Based View, which traditionally positions internal firm resources as the 
principal source of competitive advantage. For MSMEs seeking to enter African markets, strengthening internal 
resources alone is not sufficient to produce optimal export performance. The effectiveness of internal resources 
appears to depend strongly on firms' access to institutional support, business networks, and international market 
opportunities. 

Resource-based advantages therefore cannot always be transformed into export performance without a conducive 
external environment. This finding enriches the RBV by confirming that the relationship between internal resources 
and firm performance is context-dependent, particularly for MSMEs operating in highly uncertain international 
markets. 

The study also reinforces Internationalization Theory, which explains that successful firm internationalization 
depends on both organizational readiness and the ability to identify and use international-market opportunities. The 
findings nevertheless show that bilateral trade opportunities do not automatically improve MSME export 
performance. Market opportunities generate economic benefits only when they are supported by export readiness, 
market-penetration capability, international trade networks, and the ability to adapt to target-market characteristics. 

The study also provides empirical support for Institutional Theory. The significant effects of Government Support 
on MSME Economic Strength and MSME Export-Import Performance demonstrate that institutional factors play a 
strategic role in MSME internationalization. In this setting, the institutional environment has a more dominant 
influence than internal firm factors in determining export success in non-traditional markets. 

Another important finding is the non-significant mediating role of MSME Economic Strength in the relationships 
between MSME Development, Bilateral Trade Opportunities, Government Support, and MSME Export-Import 
Performance. This result indicates that improvements in MSME export performance do not necessarily occur 
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through stronger internal economic conditions, as often assumed in previous studies. The study therefore creates 
scope for new conceptual models of MSME internationalization. Future research can consider export readiness, 
international market orientation, digital capability, global business networks, and innovation capability as potential 
mediators of variation in MSME export performance. 

 
7.2 Practical Implications 

Practically, the study offers several implications for MSMEs oriented toward export markets, particularly African 
markets. Export success is determined not only by internal firm capabilities but also by business operators' ability to 
use the external resources and support available to them. 

MSME operators need to improve export readiness in a more targeted manner. Relevant actions include 
improving product quality and standardization, satisfying international requirements, mastering global market 
information, developing cross-border business networks, and strengthening digital-marketing capability. Business-
capacity programs should therefore be designed more specifically around internationalization needs so that they 
produce a more tangible effect on export performance. 

The study also identifies Indonesia-Africa bilateral trade as a potentially important source of economic 
opportunity. MSME operators should participate more actively in international trade forums, business-matching 
activities, international trade exhibitions, trade missions, and digital trading platforms that connect domestic 
producers with prospective buyers in African countries. 

Because Government Support is the most dominant determinant of MSME export performance, business 
operators should also increase their participation in government programs. These programs include export training, 
product-certification assistance, international trade-promotion facilities, the MSME Go Export program, access to 
export financing, and other forms of facilitation designed to improve MSME competitiveness in global markets. 

 
7.3 Policy Implications 

The study has important policy implications for central and regional governments seeking to formulate more 
effective MSME export-development strategies. Government Support is the principal factor that strengthens 
economic conditions while improving MSME export performance. MSME development policy should therefore 
focus not only on increasing the number of business units but also on improving the quality, capacity, and export 
readiness of MSME operators. 

The government should strengthen comprehensive and integrated export-mentoring programs. These programs 
should include export training, product-certification facilitation, financing support, production-capacity 
improvement, international trade promotion, and accurate, current, and accessible market information. An 
integrated approach can help MSMEs overcome the barriers that have limited their access to international markets. 

In Indonesia-Africa trade relations, the government should continue to expand bilateral economic cooperation by 
strengthening economic diplomacy, increasing the intensity of business-matching activities, developing more 
efficient distribution routes, and establishing Indonesian trade-promotion centers in African countries with strong 
market potential. These measures are important for enabling Indonesian MSMEs to use African market 
opportunities more effectively. 

Regional governments should develop comprehensive export-oriented MSME programs that reflect the 
characteristics of leading local products. In Sukabumi City, MSME development policy can focus on sectors with 
strong export prospects, including processed foods, creative products, fashion, handicrafts, and agro-industry. 
Strengthening these sectors is expected to improve the competitiveness of regional MSMEs in African and other 
international markets. 

Overall, improving MSME export performance requires synergy among stronger internal firm capacity, wider 
international-market access, and robust institutional support. MSME export-development strategies should 
therefore be designed holistically, implemented in an integrated manner, and sustained over the long term to 
produce more inclusive and competitive export growth. 

 
8. CONCLUSION 
8.1 Main Research Findings 

This study tests the effects of MSME Development, Bilateral Trade Opportunities, and Government Support on 
MSME Export-Import Performance in African markets, with MSME Economic Strength as a mediating variable. 
The study involved 120 upgraded MSMEs in Sukabumi City and used Structural Equation Modeling-Partial Least 
Squares (SEM-PLS). 
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The results show that Bilateral Trade Opportunities and Government Support have positive and significant effects 
on MSME Economic Strength. Thus, greater international-market access through Indonesia-Africa trade relations 
and stronger government support are associated with greater MSME economic capacity. MSME Development, by 
contrast, does not have a significant effect on MSME Economic Strength. Business-capacity initiatives such as 
training, competency strengthening, and managerial development therefore do not directly improve firms' economic 
conditions in this sample. 

In the MSME Export-Import Performance model, only Government Support has a positive and significant effect 
on export performance. MSME Development, Bilateral Trade Opportunities, and MSME Economic Strength do not 
have significant effects. This finding suggests that MSME export success in African markets depends not only on 
internal readiness and available market opportunities but also, and more strongly, on the effectiveness of 
institutional support provided by the government. 

MSME Economic Strength does not mediate the relationships between MSME Development, Bilateral Trade 
Opportunities, or Government Support and MSME Export-Import Performance. Thus, higher export performance 
does not occur through the mechanism of internal economic strengthening assumed in many previous studies. 
Export success may instead depend more strongly on export readiness, access to market information, international 
business networks, global-marketing capability, and the effectiveness of trade facilitation provided by government 
and export-support institutions. 

Theoretically, this study contributes to the development of the Resource-Based View, Internationalization 
Theory, and Institutional Theory in the context of MSME internationalization in non-traditional markets. The 
findings confirm that institutional factors play a more dominant role than internal firm factors in MSME exports to 
Africa. Successful MSME internationalization is therefore determined not only by internal resource strength but 
also by the quality of institutional support and the firm's ability to use international-market opportunities 
effectively. 

Practically, the findings confirm the importance of government policy in increasing MSME export 
competitiveness. Relevant policies include financing facilitation, export training, product certification, international 
trade promotion, market-information provision, and stronger global business networks. MSME export strategies 
should therefore integrate stronger internal firm capacity with sustained institutional support. 

 
8.2 Research Limitations and Future Research Agenda 

Although the study makes academic and practical contributions, several limitations should be considered when 
interpreting the findings. 

First, the study involves only upgraded MSMEs in Sukabumi City. The results therefore cannot be generalized 
fully to all MSMEs in Indonesia. MSME characteristics may differ across regions in terms of economic conditions, 
business capacity, and export readiness, potentially producing different relationships among the variables. 

Second, the study uses a cross-sectional design that describes respondents' conditions at a single point in time. 
This approach cannot capture longitudinal changes in behavior or MSME export performance. MSME 
internationalization is a dynamic and gradual process influenced by changes in the business environment and global 
trade. 

Third, the model includes only MSME Economic Strength as a mediating variable. The results show that this 
variable does not explain the mechanisms linking MSME Development, Bilateral Trade Opportunities, and 
Government Support to MSME Export-Import Performance. Other factors may therefore provide more appropriate 
explanatory mechanisms for the relationships in the model. 

Future research should expand the geographical coverage by involving MSMEs from multiple Indonesian 
provinces or regions, thereby producing more representative findings with greater generalizability. Longitudinal 
designs are also recommended to observe MSME internationalization dynamics over time. 

Future studies should also develop more comprehensive conceptual models that include other relevant variables, 
such as export readiness, international market orientation, digital capability, product innovation, international 
business networks, export competitiveness, and international-trade literacy. These variables may have greater 
explanatory power for MSME export success in non-traditional markets, particularly in Africa. 

Future research may also examine other export destinations, including the Middle East, South Asia, and Latin 
America. This approach is expected to produce a more comprehensive understanding of the determinants of 
Indonesian MSME internationalization across different global-market contexts. Theory development and future 
MSME export policies can then be more accurately targeted and grounded in strong empirical evidence. 
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