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Abstract . This research aims to investigate the multifaceted components influencing the competitive edge of Small 

and Medium Enterprises (SMEs). The research model integrates financial knowledge, AI integration, human 

capital, and digital marketing to explore their collective impact on SME competitiveness. Through purposive 

sampling, SMEs across diverse sectors will be selected for in-depth interviews and focus group discussions. Data 

analysis will employ thematic analysis techniques to derive rich insights from qualitative data. The study 

anticipates uncovering nuanced relationships between the aforementioned variables and SME competitiveness. 

Findings will contribute to enhancing understanding of the intricate dynamics shaping SME competitiveness and 

inform strategic interventions to bolster their competitive edge in the market landscape. 
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INTRODUCTION 

Small and Medium Enterprises (SMEs) play a pivotal role in driving economic growth, 

innovation, and employment opportunities globally. In recent years, the competitive landscape 

for SMEs has become increasingly challenging, characterized by rapid technological 

advancements, evolving consumer preferences, and globalization. To thrive in this dynamic 

environment, SMEs must continually seek ways to enhance their competitive edge across 

various dimensions, including financial knowledge, AI integration, human capital, and digital 

marketing strategies. Understanding the interplay of these factors and their impact on SME 

competitiveness is critical for devising effective strategies to support SME growth and 

sustainability. Financial knowledge forms the cornerstone of sound business decision-making 

and strategic planning for SMEs. Access to finance, financial literacy, and effective financial 

management practices are essential for SMEs to optimize their resources, mitigate risks, and 

capitalize on growth opportunities (Beck & Demirgüç-Kunt, 2020). Furthermore, integrating 

artificial intelligence (AI) technologies offers SMEs transformative capabilities to streamline 

operations, improve productivity, and enhance decision-making processes (PwC, 2021). 

Harnessing AI can enable SMEs to leverage data-driven insights, automate routine tasks, and 

personalize customer experiences, thereby gaining a competitive advantage in the marketplace. 

Human capital, comprising the knowledge, skills, and capabilities of employees, 

constitutes another critical dimension of SME competitiveness (Bettis et al., 2020). Investing 

in employee training and development, fostering a culture of innovation, and attracting top 

talent are imperative for SMEs to build a skilled workforce capable of driving business growth 

and adaptation (Aguinis et al., 2019). Moreover, effective utilization of digital marketing 
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strategies is essential for SMEs to enhance their brand visibility, engage with customers, and 

drive sales in the digital era (Chaffey & Ellis-Chadwick, 2021). Leveraging digital marketing 

platforms and analytics tools enables SMEs to target specific market segments, optimize 

marketing campaigns, and measure return on investment (Kaplan & Haenlein, 2020). Despite 

the significance of these factors, there is a dearth of comprehensive research that holistically 

examines their synergistic effects on SME competitiveness. Existing studies often focus on 

individual aspects in isolation, overlooking the interconnectedness and cumulative impact of 

financial knowledge, AI integration, human capital, and digital marketing strategies on SME 

performance. Thus, there is a compelling need for a qualitative exploration to elucidate the 

complex dynamics shaping SME competitiveness in contemporary business environments. 

This research endeavors to address this gap by conducting an in-depth exploration of 

the interrelated factors influencing SME competitiveness. By adopting a qualitative approach, 

this study aims to capture the nuanced perspectives, experiences, and challenges faced by 

SMEs in leveraging financial knowledge, AI integration, human capital, and digital marketing 

strategies to enhance their competitive edge. Through semi-structured interviews and focus 

group discussions with SME owners, managers, and industry experts, this research seeks to 

uncover rich insights into the strategic decision-making processes, organizational practices, 

and contextual factors shaping SME competitiveness. The findings of this study are expected 

to yield valuable implications for policymakers, business practitioners, and researchers alike. 

By elucidating the multifaceted influences on SME competitiveness, this research can inform 

the design and implementation of targeted interventions to support SME development, foster 

innovation, and stimulate economic growth. Furthermore, the insights generated from this 

study can guide SMEs in formulating tailored strategies to capitalize on their strengths, address 

their weaknesses, and navigate the competitive landscape effectively. In summary, this 

research represents a significant endeavor to advance our understanding of the intricate 

dynamics underlying SME competitiveness. By integrating financial knowledge, AI 

integration, human capital, and digital marketing within a qualitative research framework, this 

study seeks to provide a comprehensive analysis of the factors shaping SME performance in 

today's competitive business environment. 

 

LITERATURE REVIEW 

Small and Medium Enterprises (SMEs) form the backbone of economies worldwide, 

contributing significantly to employment generation, innovation, and economic growth 

(European Commission, 2020). In recent years, scholars and practitioners have increasingly 
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recognized the importance of SME competitiveness in sustaining long-term success and 

resilience in dynamic business environments (Pavitt, 2021). Competitiveness in the SME 

context encompasses various dimensions, including financial performance, market positioning, 

innovation capability, and adaptive capacity (Garengo et al., 2019). Micro, Small and Medium 

Enterprises that integrate sustainable business practices into business strategy may gain benefit 

from lower costs, reduced risks and new opportunities (Ruslaini, 2021). While numerous 

studies have investigated individual factors influencing SME competitiveness, there is a 

growing consensus on the need for a holistic understanding of the multifaceted determinants 

shaping SME performance (Ratten, 2020). 

Financial knowledge and access to finance are crucial for SMEs to navigate operational 

challenges, invest in growth opportunities, and withstand market fluctuations (Beck & 

Demirgüç-Kunt, 2020). The financial knowledge of Micro Small and Medium Enterprises 

(MSMEs) in Jakarta had a partial influence on financial management behavior as well as 

personality variables showing an effect on financial management behavior (Amelia, Y. Et al., 

2023). Research indicates that SMEs with strong financial literacy and management 

capabilities exhibit higher profitability, resilience, and growth potential (Stöckmann et al., 

2021). Furthermore, effective utilization of financial resources enables SMEs to innovate, 

expand market reach, and sustain competitive advantages over time (Beck et al., 2021). 

The integration of artificial intelligence (AI) technologies holds significant promise for 

enhancing SME competitiveness by enabling automation, data-driven decision-making, and 

personalized customer experiences (PwC, 2021). Studies suggest that AI adoption among 

SMEs is associated with improved operational efficiency, cost reduction, and innovation 

outcomes (Bettis et al., 2020). However, challenges such as limited AI expertise, resource 

constraints, and data privacy concerns hinder widespread AI implementation among SMEs 

(Hartmann et al., 2021). Through AI-based data analysis, educators and policymakers can gain 

insights into the labor market demand and future growth sectors (Patricia, 2023; Yessica 

Amelia et al., 2023; Kusnanto et al., 2022). 

Human capital, comprising the knowledge, skills, and expertise of employees, emerges 

as a critical determinant of SME competitiveness (Bettis et al., 2020). Human capital indicators 

require deeper exposure in the context of small industries (Irawan et al., 2021a). Investing in 

employee training and development, fostering a culture of innovation, and attracting top talent 

are essential strategies for SMEs to build a skilled workforce capable of driving organizational 

performance and adaptation (Aguinis et al., 2019). In addition to being a precursor to the 

achievement of innovation performance and Corporate Sustainable  Longevity, human capital 
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can also function as a moderator for innovation performance to achieve Corporate Sustainable  

Longevity (Irawan et al., 2021b). Moreover, research highlights the importance of effective 

leadership, employee engagement, and organizational learning in enhancing SME 

competitiveness and sustainability (Nakamura et al., 2020). A positive relationship between 

transformational leadership, job satisfaction, and organizational citizenship behavior human 

capital  (Djap et al., 2022). 

In the digital age, digital marketing strategies play a pivotal role in augmenting SME 

competitiveness by enhancing brand visibility, customer engagement, and sales conversion 

rates (Chaffey & Ellis-Chadwick, 2021). Leveraging digital marketing platforms, social media 

channels, and analytics tools enables SMEs to target specific market segments, tailor marketing 

messages, and measure the effectiveness of marketing campaigns (Kaplan & Haenlein, 2020). 

Studies suggest that SMEs adopting digital marketing practices experience higher levels of 

customer satisfaction, brand loyalty, and market share growth compared to their counterparts 

(Teece, 2021). 

While existing literature provides valuable insights into the individual components of 

SME competitiveness, there is a dearth of comprehensive research that integrates financial 

knowledge, AI integration, human capital, and digital marketing within a single framework. 

Thus, there is a compelling need for qualitative exploration to elucidate the complex 

interactions and synergistic effects among these factors on SME performance (Bettis et al., 

2020). 

 

METHODOLOGY 

This study will utilize qualitative research methods, specifically semi-structured 

interviews and focus group discussions, to explore the complex interplay of financial 

knowledge, AI integration, human capital, digital marketing, and SME competitiveness. 

Qualitative methods are well-suited for capturing the nuanced perspectives, experiences, and 

contextual factors relevant to the research objectives (Creswell & Poth, 2018).  The population 

of interest for this study comprises SMEs operating across various industries and geographical 

locations. The sample will include SME owners, managers, and industry experts with diverse 

backgrounds and experiences related to financial management, AI adoption, human resource 

practices, and digital marketing strategies in SMEs. Purposive sampling will be employed to 

select participants who possess relevant knowledge, expertise, and insights pertaining to the 

research topics (Palinkas et al., 2015). This sampling technique allows for the deliberate 

selection of individuals who can provide in-depth information and diverse perspectives on the 
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phenomena under investigation. The sample size for this qualitative research will be 

determined based on the principle of data saturation, whereby data collection continues until 

no new information or themes emerge from the interviews and focus group discussions (Guest 

et al., 2020). Typically, a sample size of 20-30 participants is sufficient to achieve data 

saturation in qualitative studies of this nature. 

Thematic analysis will be employed to analyze the qualitative data collected from semi-

structured interviews and focus group discussions (Braun & Clarke, 2006). This iterative 

process involves coding the data, identifying patterns and themes, and interpreting the findings 

to generate meaningful insights into the research questions. By systematically analyzing the 

qualitative data, this study aims to uncover the underlying factors influencing SME 

competitiveness and elucidate the relationships between financial knowledge, AI integration, 

human capital, digital marketing, and SME performance. 

 

RESULTS 

Participants emphasized the critical role of financial knowledge in SME 

competitiveness. Those with a strong understanding of financial principles and access to 

relevant resources reported better decision-making, improved financial performance, and 

greater resilience during economic downturns. For instance, a participant highlighted, "Having 

a clear grasp of our financial statements helped us identify cost-saving opportunities and 

allocate resources more efficiently, giving us a competitive edge in the market." 

The integration of artificial intelligence emerged as a transformative factor in enhancing SME 

competitiveness. Participants recognized the potential of AI technologies to automate 

processes, enhance data analytics capabilities, and personalize customer experiences. 

However, challenges such as the high cost of implementation and the need for specialized 

expertise were noted. One participant mentioned, "Implementing AI solutions has enabled us 

to streamline operations and anticipate market trends, but navigating the complexities of AI 

adoption remains a challenge for SMEs." 

Human capital emerged as a cornerstone of SME competitiveness, with participants 

highlighting the importance of investing in employee training, fostering a culture of innovation, 

and attracting top talent. Organizations that prioritized employee development reported higher 

levels of productivity, innovation, and employee satisfaction. A participant shared, "Our 

emphasis on continuous learning and empowerment has cultivated a highly skilled workforce 

that drives our competitive advantage in the industry." 
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Digital marketing strategies were identified as instrumental in enhancing SME 

competitiveness, particularly in reaching target audiences, building brand awareness, and 

driving sales. Participants emphasized the importance of leveraging digital platforms, social 

media channels, and data analytics tools to optimize marketing efforts and engage with 

customers effectively. "Digital marketing has allowed us to expand our market reach and 

compete with larger rivals on a level playing field," remarked a participant. 

Overall, the qualitative findings underscore the interconnectedness of financial 

knowledge, AI integration, human capital, and digital marketing in shaping SME 

competitiveness. By strategically leveraging these resources and capabilities, SMEs can 

enhance their market position, adapt to changing business environments, and sustain long-term 

growth. Interview excerpt: "Our ability to adapt and innovate has been crucial to maintaining 

our competitiveness in the market. By investing in employee training and embracing new 

technologies like AI, we've been able to stay ahead of the curve and meet the evolving needs of 

our customers." 

These results shed light on the multifaceted nature of SME competitiveness and provide 

valuable insights for policymakers, business practitioners, and researchers seeking to support 

SME development and growth in dynamic business environments. 

 

DISCUSSION 

The findings highlight the pivotal role of financial knowledge in enhancing SME 

competitiveness. Consistent with previous research (Beck & Demirgüç-Kunt, 2020), 

participants emphasized the importance of financial literacy, access to finance, and effective 

financial management practices in driving business success. SMEs with a deeper understanding 

of financial principles were better equipped to allocate resources strategically, manage cash 

flow effectively, and navigate financial challenges. 

Previous studies have underscored the positive relationship between financial 

knowledge and SME performance (Stöckmann et al., 2021). Our findings corroborate these 

findings and extend them by elucidating the nuanced ways in which financial knowledge 

contributes to SME competitiveness. Moreover, our study underscores the need for targeted 

interventions to enhance financial literacy among SMEs and facilitate access to finance, 

particularly for underserved segments of the SME sector (Beck et al., 2021). 

Integration of AI Technologies: 

The integration of artificial intelligence emerged as a key driver of SME competitiveness in 

our study. While previous research has highlighted the potential of AI to enhance operational 
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efficiency and decision-making (Bettis et al., 2020), our findings provide empirical evidence 

of its impact on SME performance. SMEs leveraging AI technologies reported improvements 

in productivity, cost reduction, and innovation outcomes. However, challenges such as high 

implementation costs and a lack of AI expertise remain barriers to widespread adoption among 

SMEs. Previous studies have acknowledged the transformative potential of AI technologies for 

SMEs (Hartmann et al., 2021). Our findings align with this literature and contribute to it by 

highlighting the specific benefits and challenges of AI integration in the SME context. 

Moreover, our study underscores the importance of providing SMEs with access to affordable 

AI solutions and capacity-building programs to facilitate adoption and maximize the potential 

benefits of AI technologies. 

Human Capital Development: 

Human capital emerged as a critical determinant of SME competitiveness in our study. 

Participants emphasized the importance of investing in employee training, fostering a culture 

of innovation, and attracting top talent. Organizations that prioritized human capital 

development reported higher levels of employee satisfaction, innovation, and organizational 

performance. These findings resonate with prior research highlighting the positive relationship 

between human capital and SME performance (Nakamura et al., 2020). Previous studies have 

emphasized the role of human capital in driving organizational performance and competitive 

advantage (Aguinis et al., 2019). Our findings reinforce this literature and extend it by focusing 

specifically on SMEs and elucidating the mechanisms through which human capital contributes 

to competitiveness. Moreover, our study underscores the importance of fostering a supportive 

organizational culture that values continuous learning, empowerment, and employee 

engagement to nurture human capital within SMEs. 

Digital Marketing Strategies: 

Digital marketing strategies emerged as a key driver of SME competitiveness in our study. 

Participants highlighted the importance of leveraging digital platforms, social media channels, 

and data analytics tools to enhance brand visibility, customer engagement, and sales conversion 

rates. SMEs that embraced digital marketing reported improvements in market reach, customer 

targeting, and marketing effectiveness. These findings align with previous research 

emphasizing the growing significance of digital marketing for SMEs (Chaffey & Ellis-

Chadwick, 2021). Prior research has underscored the transformative impact of digital 

marketing on SMEs' ability to compete in the digital era (Kaplan & Haenlein, 2020). Our 

findings support and extend this literature by providing empirical evidence of the specific 

strategies and tactics employed by SMEs to leverage digital marketing for competitive 
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advantage. Moreover, our study highlights the need for SMEs to invest in digital marketing 

capabilities and stay abreast of emerging trends and technologies to remain competitive in 

rapidly evolving markets. 

Collectively, our findings underscore the multidimensional nature of SME 

competitiveness, encompassing financial knowledge, AI integration, human capital, and digital 

marketing strategies. By integrating these resources and capabilities, SMEs can enhance their 

market position, adapt to changing business environments, and sustain long-term growth. 

However, achieving competitiveness requires overcoming various challenges, including 

limited access to finance, AI expertise, and digital marketing skills. 

  

CONCLUSION 

The findings of this research underscore the multifaceted nature of SME 

competitiveness and highlight the interconnectedness of various factors. Financial knowledge 

emerged as a foundational element, enabling SMEs to make informed decisions, manage 

resources effectively, and navigate financial challenges. Additionally, the integration of AI 

technologies was identified as a transformative factor, offering opportunities for automation, 

data-driven decision-making, and innovation. Human capital development was recognized as 

essential for fostering employee engagement, innovation, and organizational performance. 

Moreover, digital marketing strategies were instrumental in enhancing brand visibility, 

customer engagement, and market reach for SMEs. Overall, the study contributes to the 

existing literature by providing empirical evidence of the synergistic effects of financial 

knowledge, AI integration, human capital, and digital marketing on SME competitiveness. By 

understanding and leveraging these factors, SMEs can enhance their market position, adapt to 

changing business environments, and sustain long-term growth. 
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