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Abstract 

Micro, small and medium-sized enterprises (MSMEs) are vital to the Indonesian economy, both in Indonesia and 

Southeast Asia. Small and medium-sized businesses (MSMEs) play an important role in economic growth and job 

creation in a country. Innovation in products, services, and business strategies is crucial in the context of 

globalization and intensified competition. Innovation is critical to the growth of MSMEs as the differences in access 

to resources between MSMEs and large enterprises pose significant challenges. Innovation strategies enable firms 

to maximize their resources and become more competitive. In this article, the perspectives of Resource-Based View 

theory (RBV) and Resource-Advantage theory (R-A theory) are discussed in order for businesses to compete with 

other businesses, both theories relate to maximizing resources and focusing on innovation. As market conditions 

are always changing, businesses must be competitive. With innovative strategies, MSMEs can respond to rapid 

market transformation and evolving consumer desires. Intellectual and human resources, financial resources, 

technological resources, and organizational resources are important resources owned by MSMEs to support them 

in innovating to achieve sustainable business goals. MSMEs face several issues, such as access and financial 

constraints, effects of digitalization, financing mechanisms, and policy implications that can be further researched. 

Keywords: Resources, Innovation, Innovation Strategy,  Entrepreneurship, MSMEs. 

1. Introduction  

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in the Indonesian 

economy, not only in Indonesia but also in Southeast Asia. MSMEs are a major contributor to 

economic growth and job creation in a country. In the context of globalization and increasingly 

fierce competition, innovation in products, services, and business strategies becomes essential 

to enhance the competitiveness of MSMEs. Sedyastuti (2018) emphasizes that empowering 

MSMEs to face globalization depends heavily on innovation. Therefore, effective resource 

management is necessary for MSMEs to compete with other businesses. Resource 

management is vital for MSMEs as it drives innovation. Innovative practices enable businesses 

to navigate competitive markets and improve operational efficiency. MSMEs can achieve a 

competitive advantage through the development of innovative products and creative 

marketing strategies, as demonstrated by Indonesian MSMEs (Fajri & Purwanto, 2024).   

As mentioned earlier, MSMEs are crucial for economic growth. MSMEs can rely on 

various entrepreneurial resources to improve their performance and sustainability. Key 

resources include entrepreneurial orientation, strategic partnerships, and community 

engagement, which collectively foster innovation and competitiveness. Entrepreneurial 
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orientation is essential for MSME business owners, as it relates to their personal potential or 

traits as managers of MSMEs. Research by Prawita et al. (2024) shows that entrepreneurial 

orientation has a positive and significant impact on MSME performance. In addition to 

entrepreneurial orientation, another critical resource for businesses is partnerships or 

collaborations. Collaborations with other businesses and community resources enhance 

access to vital support, such as microfinancing and social capital, which are crucial for growth 

(Marlina, 2024). Thus, in entrepreneurship, the required resources come not only from within 

the business owner but also from external sources, influencing the development of ideas and 

innovations to be utilized by MSMEs.   

Innovation is vital for the growth of MSMEs, as disparities in resource access between 

MSMEs and large companies pose significant challenges. Addressing these gaps through 

targeted support and collaboration is essential to fostering a more inclusive entrepreneurial 

ecosystem. Herlina & Wahira (2024) state that collaboration is not limited to large companies 

alone; multi-stakeholder collaboration among education, industry, and government is crucial 

to creating a supportive entrepreneurial ecosystem. Such collaborations enhance resources, 

networks, and knowledge, ultimately driving innovation and resilience among entrepreneurs, 

which will later contribute to sustainable economic growth. Innovation strategies for MSMEs 

are critical to enhancing competitiveness and ensuring sustainable growth. Innovation helps 

MSMEs differentiate their products and services, allowing them to stand out in the market 

(Fajri & Purwanto, 2024). MSMEs face unique challenges, including limited resources and 

access to technology, which require tailored innovation approaches.   

With innovation strategies, businesses can maximize resources and develop themselves 

to compete with others. This article will link entrepreneurial resources and innovation 

strategies with the Resource-Based View (RBV) and Resource-Advantage (R-A) theories. Both 

theories relate to maximizing resources and being innovation-oriented to enable businesses to 

compete with others. Businesses need competitiveness because market conditions are 

constantly changing, and innovative strategies allow MSMEs to respond to rapid market 

transformations and evolving consumer expectations. Competitiveness enhances the 

competitive nature of an individual, thereby driving innovation (Šproch & Nevima, 2021). 

According to Denton (1999), innovation is a key driver of global competitiveness, indicating 

that enhancing competitiveness can indeed foster an environment that encourages innovation 

among individuals and organizations.   

This article will discuss entrepreneurial resources and innovation strategies in general, 

with a specific focus on resources and innovation in MSMEs. As MSMEs continue to grow, this 

paper will also explore the key resources necessary for MSMEs and the tangible impacts they 

experience after implementing innovation strategies. Additionally, this article will present the 

challenges that still exist regarding the utilization of resources and innovation to improve the 

performance and sustainability of MSMEs. The writing of this article aims to provide readers 

with insights into how entrepreneurship requires resources and innovation strategies that are 

utilized effectively. 

2. Literature Review 

2.1. Resource-Based Theory in Entrepreneurship 
Entrepreneurship is influenced by the interaction between individuals, environmental 

factors, and organizational dynamics. The individual aspect relates to idea creation and 

business leadership, known as entrepreneurial characteristics, where individuals possess 

traits such as innovativeness, risk-taking, and proactiveness to enhance organizational 

resilience and adaptability in a dynamic environment (Chen & Wan, 2023). Environmental 
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factors provide opportunities and challenges, as a competitive environment can support 

entrepreneurial success (Aidara et al., 2021). Meanwhile, organizational factors drive 

innovation and foster ideas, and by leveraging entrepreneurial traits, businesses can enhance 

their adaptability to market fluctuations and sustainability awareness, particularly regarding 

business continuity (Chen & Wan, 2023; Somasundaram et al., 2024). Entrepreneurship 

thrives when key resources—such as individuals with entrepreneurial characteristics, a 

supportive environment, and an innovative organizational structure—are present. 

These entrepreneurial resources can be linked to the Resource-Based View (RBV) 

theory, which emphasizes the importance of unique resources and capabilities in achieving 

Sustainable Competitive Advantage (SCA) for organizations. Companies can outperform 

competitors by leveraging valuable, rare, inimitable, and non-substitutable (VRIN) resources 

(Mailani et al., 2024). In entrepreneurship, RBV highlights the significance of unique 

resources and capabilities for sustaining competitive advantage. Entrepreneurs who adopt this 

perspective are encouraged to utilize their tangible and intangible assets effectively. They must 

develop dynamic capabilities to adapt and manage resources efficiently, especially when facing 

financial constraints and regulatory challenges (Agrawal et al., 2024). 

The RBV theory was applied in research by Savitri et al. (2021), which found that 

adaptability influences innovation in Small and Medium Enterprises (SMEs). SMEs require 

adaptability to respond to external environmental changes, thereby fostering innovation. 

Similarly, Micro, Small, and Medium Enterprises (MSMEs) that manage resources effectively 

align with RBV theory, as entrepreneurs develop innovation strategies by emphasizing unique 

resources and capabilities to achieve competitive advantage. This perspective suggests that 

businesses can leverage their distinctive resources to drive innovation, which is crucial for 

navigating market uncertainties and improving performance. Key elements include 

entrepreneurial orientation, intellectual capital, and dynamic capabilities. 

According to research by Alshahrani et al. (2024), RBV emphasizes the importance of 

unique resources in gaining a competitive edge. MSMEs, particularly micro-enterprises with 

capital between IDR 1–10 billion, often rely on government support. Thus, they depend on 

intangible resources such as intellectual capital and entrepreneurial orientation to drive 

innovation and performance. Entrepreneurs with strong entrepreneurial traits are essential 

for MSMEs, especially when practicing Open Innovation (OI). Research by Yulianti et al. 

(2024) shows that OI represents a paradigm shift where innovation is created not only 

internally but also by accessing and integrating external knowledge. Therefore, entrepreneurs 

must effectively utilize their surrounding environment and organizational networks. 

Allocating resources to Research and Development (R&D) and strategic partnerships is 

crucial for innovation success and maintaining MSME competitiveness. The utilization of 

entrepreneurial resources can also be linked to the Resource-Advantage (R-A) Theory, an 

extension of RBV, though the two theories differ (Wooliscroft & Hunt, 2012). The key 

distinctions are: 

• R-A Theory is a competition theory that incorporates firm-level dynamics, viewing 

innovation as fundamental to competitive processes. 

• It sees inter-firm competition as evolutionary and uneven. 

• It integrates demand theory, distinguishing between competitive advantage (market 

position) and comparative advantage (resource superiority). 

• It views firms as entities striving for superior financial performance, benefiting society 

and influencing public policy. 

R-A Theory provides a framework for understanding how MSMEs can leverage 

resources to drive entrepreneurial innovation strategies. By utilizing their unique resources, 
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MSMEs can enhance innovation and improve market positioning. Integrating R-A Theory 

with entrepreneurial strategies highlights the dynamic interaction between resource 

management and innovation, which is crucial for MSMEs in competitive environments. 

According to data from Indonesia’s Ministry of Finance and the Ministry of Cooperatives 

and SMEs (2024), MSMEs dominate Indonesia’s economic structure, with over 65 million 

businesses. Thus, it is vital for MSME entrepreneurs to adopt frameworks that optimize 

resources and innovation strategies for sustainable growth. Research by Arshi et al. (2023) 

and Panjaitan (2022) supports this, stating that marketing managers and entrepreneurs must 

seek comparative resource advantages if they cannot compete with established firms. The core 

idea is maintaining competitive mechanisms through effective resource utilization. 

2.2. Types of Resources in Entrepreneurship 
Resources refer to anything useful, whether tangible or intangible (Dollinger, 2008). 

The key characteristic of resources is their semi-permanent nature or attachment to the 

business and its owner. There are two categories of resources: property-based resources and 

knowledge-based resources. Property-based resources provide legal rights to entrepreneurs, 

while knowledge-based resources are more abstract, such as skills or talents. High-quality 

business resources possess VRIN characteristics, an acronym for Valuable, Rare, Imperfectly 

Imitable, and Non-substitutable. If entrepreneurs can identify, acquire, develop, and protect 

resources that meet VRIN criteria, their business will gain long-term competitive advantage. 

This concept is highly relevant across various business contexts, including small and medium 

enterprises (SMEs).   

The VRIN framework can be applied in SMEs through human resource management by 

identifying key factors to navigate uncertain business environments, emphasizing the need for 

tailored approaches to effective resource utilization (Mat et al., 2022). High-quality resources 

can provide competitive benefits when used efficiently and effectively, but they must be 

carefully managed and aligned with the business environment. A rare resource can offer a 

competitive advantage if it is unique, ambiguous, and complex, but it loses competitiveness if 

there are knowledge biases, knowledge gaps, or social barriers. Similarly, a substitutable 

resource creates a competitive advantage only if competitors cannot replicate it using similar 

methods; if they succeed, the resource loses its value.   

The types of resources essential for a business include physical, reputational, 

organizational, financial, intellectual/human, and technological resources (Dollinger, 2008). 

Physical resources are tangible assets used in production and administration. Reputational 

resources relate to public perception of the company. Organizational resources encompass the 

company's structure, systems, and routines. Financial resources involve borrowing capacity, 

access to capital, and internal cash flow. These resources must be well-managed, and since 

humans manage them, intellectual and human resources are crucial. These include 

knowledge, training, experience, entrepreneurial skills, and the workforce. Additionally, to 

support existing resources and technological advancements, businesses must leverage 

technological resources, such as R&D labs, production and quality control systems, patents, 

licenses, trademarks, and copyrights.   

Resources are vital for entrepreneurial success, but the ability to mobilize and integrate 

them effectively is equally important. Entrepreneurial capability acts as a mediator, enhancing 

the impact of these resources on business performance (Zhou & Gao, 2019). Understanding 

available resources helps entrepreneurs navigate resource mobilization complexities and 

optimize strategic approaches. While financial and physical assets are important, long-term 

competitive advantage relies more on human capital, reputation, and an organization's ability 

to manage resources strategically. As seen in various analyses, reputational, organizational, 
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and intellectual resources strongly align with VRIN characteristics, indicating that resources 

stemming from individuals must always be prioritized in entrepreneurship to ensure business 

sustainability. 

2.3. Approaches and Integration of Resources and Innovation Strategies 
in Entrepreneurship 
Entrepreneurial resources can be examined through psychological and sociological 

approaches. The psychological approach includes the need for achievement, internal and 

external self-control, risk-taking, dispositional optimism, and entrepreneurial traits. Internal 

psychological resources—such as resilience, self-leadership, and risk orientation—are crucial 

for entrepreneurial success (Gungah, 2021). Additionally, motivation and values, particularly 

prosocial values, significantly influence business strategies and sustainability (Henry et al., 

2023). Behavioral characteristics, including an entrepreneur's psychological profile, alertness, 

and aspirations, affect their ability to secure funding and launch ventures (Colombo et al., 

2024). Since internal psychological factors strongly influence entrepreneurial success, a 

cognitive framework is necessary to help small and medium enterprises (SMEs) identify and 

effectively utilize available resources, enhancing competitive performance (Korobov et al., 

2024). 

The cognitive framework plays a vital role in shaping business strategies and innovation. 

Emotional and cognitive diversity benefit businesses—those with diverse emotional cultures 

tend to explore new strategies, while cognitive diversity balances exploration and exploitation. 

Emotional diversity fosters an inclusive, innovative, and adaptive work environment, leading 

to the sociological approach in entrepreneurship. The sociological approach emphasizes social 

networks, where entrepreneurs rely on social capital—relationships and connections that 

provide business support and resources (Colombo et al., 2024). Additionally, the sociocultural 

context shapes entrepreneurial behavior by influencing values, norms, and available 

opportunities (DeScioli, 2024). Entrepreneurs leverage their social networks to mobilize 

resources, including financial support, mentorship, and market access (Peng et al., 2022). The 

diversity of an entrepreneur’s network significantly enhances their ability to optimize resource 

utilization (Adegbile et al., 2024). 

The integration of psychological and sociological approaches helps align resources with 

innovation strategies, ultimately improving business performance. Performance improves 

when companies maintain their reputation, develop new products through innovation, foster 

entrepreneurial creativity, and collaborate with other businesses. According to Dollinger 

(2008), there are four dimensions for creating innovation: individual, organizational, and 

environmental dimensions. The individual dimension relates to human resources 

(psychological traits), sociological factors, and demographics. The organizational dimension 

involves internal structures, routines, and business strategies. Finally, the environmental 

dimension concerns external resources—such as physical, financial, technological, and 

intellectual assets—as well as access to suppliers, customers, and transportation. It also 

includes understanding market competitiveness and government regulations. 

2.4. Resource-Based Innovation Strategies and Their Benefits 
Entrepreneurs can implement the strategy diamond framework proposed by Dollinger 

(2008) to develop resource-based strategies. The first stage requires entrepreneurs to identify 

how to acquire essential resources - human capital, financial assets, materials, and production 

inputs. The second stage focuses on understanding target customers, sales and distribution 

processes, marketing strategies, and revenue streams, known as the revenue model, which 

involves conducting sales and income flow analysis through spreadsheets. The strategy 
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diamond framework explicitly outlines strategic phases and sequences, fundamentally 

addressing four core business model questions: 1) Who are the customers? 2) What do 

customers value? 3) How does the business generate revenue? and 4) What is the underlying 

economic logic of the venture? The first strategic question determines the competitive arena, 

followed by identifying the operational "vehicle." The third question addresses differentiation, 

where Resource-Based View (RBV) theory becomes applicable, guiding entrepreneurs to seek 

VRIN (Valuable, Rare, Imperfectly Imitable, Non-substitutable) characteristic resources. The 

fourth question establishes decision-making phases, determining action sequences and 

timelines, all converging at the central consideration of funding and profitability. 

Resource-based innovation strategies have become crucial for businesses aiming to 

leverage natural and knowledge resources to drive economic growth and competitiveness. 

Such strategies shift entrepreneurial focus from mere resource exploitation to sustainable 

development through innovation. Entrepreneurs can capitalize on human resource 

advantages by developing employee skills and creativity. Technological resources like AI, big 

data, and automation enable market trend analysis and broad consumer needs assessment, 

enhancing competitive positioning (Wang, 2024). Financial resources can be channeled into 

R&D for continuous innovation, while reputational resources strengthen marketing 

innovation through brand awareness. This strategic approach ensures optimal resource 

utilization, offering businesses enhanced adaptability, competitiveness, and growth potential 

in dynamic markets. Maintaining competitive advantage, fostering sustainable development, 

and ensuring long-term success all depend on effective innovation strategies. 

Integrating innovative approaches enables businesses to effectively respond to rapid 

technological advancements and evolving consumer demands. The primary benefit of 

resource-based innovation strategies lies in enhanced competitiveness and business 

differentiation. Innovation allows businesses to maintain and improve market position by 

developing unique products, services, and processes that distinguish them from competitors 

(Stuss, 2023). Investments in R&D, digital technologies, and agile management better 

position firms to adapt to market changes and sustain competitive advantages (Tojiri, 2023). 

Secondly, innovative strategies facilitate market expansion by introducing new offerings, 

attracting new customer segments while retaining existing ones (Tojiri, 2023). Thirdly, they 

improve operational efficiency and productivity. Fourthly, they increase company value and 

profitability, as resource allocation to R&D drives technological leadership and product 

innovation that directly impacts bottom-line results (Rocha et al., 2019). Fifthly, they create 

more profitable value propositions through product development or improvement. Finally, 

they transform customer engagement by selling integrated systems rather than standalone 

products, developing market-aligned solutions that increase customer satisfaction and loyalty 

(Nonce et al., 2024).  

3. Methods 

To review the concept of resources and entrepreneurial innovation strategies of MSMEs, 

this research uses a descriptive qualitative approach with a literature study method. Literature 

study research is a type of research that uses data from various literatures. Secondary data is 

obtained by reading literature from various reliable sources, such as academic books, national 

and international scientific journals, and official publications of research institutions.  Zed in 

(Nina Adlini et al., 2022) in heritage study research the author must consider several things. 

First, they do not have direct knowledge from the field when dealing with text or numerical 

data.  Second, library data is “ready to use”, which means that researchers do not need to go 

to the field directly because they are dealing directly with data sources in the library, but in 
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this study in the form of journal databases including google scholar, emerald, science direct, 

and so on. Third, library data is usually a secondary source because researchers get data or 

materials from a second source, not from the first data in the field.  Fourth, the condition of 

library data is not limited to space or time.  Thus, data collection for research is carried out by 

reviewing or exploring a number of books, journals, and documents, as well as other sources 

of data and information that are considered relevant to this research or study. 

 

4. Results and Discussion 

4.1. Resources in MSMEs 
Micro, Small, and Medium Enterprises (MSMEs) are recognized as vital components of 

economic development, particularly in emerging markets. According to the UN Department 

of Economic and Social Affairs (UNDESA), MSMEs play a crucial role in achieving Sustainable 

Development Goals (SDGs) by significantly contributing to job creation, innovation, and 

overall economic landscapes. The ASEAN Secretariat also emphasizes MSMEs as integral to 

economic growth among member states. Given their importance in employment generation 

and GDP contribution, MSME owners bear the responsibility to sustain their businesses by 

optimizing available resources. The Resource-Based View (RBV) and Resource-Advantage (R-

A) theories highlight that entrepreneurship thrives through effective resource utilization and 

maintaining competitive market positions, especially as MSME numbers continue to grow. 

Key resources for MSMEs include intellectual and human capital, which are essential for 

fostering innovation and ensuring sustainability. Effective management of these resources by 

individuals can significantly enhance operational efficiency and innovation capacity, enabling 

businesses to thrive in competitive markets. 

MSME owners can develop their workforce through targeted training programs, such as 

on-the-job training, to directly improve employee skills (Mukhlis et al., 2022). They can also 

serve as providers of technical and vocational education by offering internships, career 

programs, and work-based learning initiatives that expose students to corporate 

environments early. Continuous learning opportunities help employees upgrade their skills 

for current and future roles. Leadership and management quality are equally critical; effective 

human resource practices—including recruitment, training, and performance management—

are vital for enhancing employee competence and organizational effectiveness (Nawangsari et 

al., 2023). Managers must drive efficiency and adaptability in rapidly changing business 

environments (Jindal et al., 2024). 

Financial resources are another cornerstone for MSMEs. Many startups rely on personal 

savings or partner investments initially, making financial capital indispensable. Microfinance 

initiatives and entrepreneurial ecosystems provide crucial financial and infrastructural 

support for MSME growth (Marlina, 2024). In Indonesia, MSMEs are categorized based on 

net assets and annual revenue: micro-enterprises (≤Rp50 million net assets, ≤Rp300 million 

revenue), small enterprises (Rp50–500 million net assets, Rp300 million–2.5 billion 

revenue), and medium enterprises (Rp500 million–10 billion net assets, Rp2.5–50 billion 

revenue), excluding land and building values (Tambunan et al., 2022). Bank loans remain a 

significant funding source (Yudaruddin, 2020), while government subsidies and capital 

support programs also play pivotal roles in business continuity (Ekenta et al., 2019). 

Technological resources are equally vital. Digital tools and systems enable MSMEs to 

compete against larger firms, categorized under the 6M framework: Man, Material, Money, 

Machine, Method, and Market (Komalasari et al., 2023). AI enhances decision-making, while 

digital transactions streamline financial processes. Mobile Cloud-Based ERP (MCB-ERP) 
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systems improve operational flexibility and scalability (Gumbi, 2023). Information technology 

also facilitates internationalization through digital marketing, supply chain management, and 

cross-border payments (Dayat & Murwani, 2024). Training programs are essential to upskill 

employees in digital tools (Paijan et al., 2024). 

Organizational resources, particularly collaborations, further sustain MSMEs. 

Stakeholder integration—via models like the Quadruple Helix (academia, industry, 

government, communities)—enhances competitiveness by leveraging human capital and 

leadership (Dewi et al., 2025). Partnerships with local artisans or farmers improve product 

quality and market access (Alamsyah et al., 2024), boosting revenue and innovation. Such 

collaborations align with RBV and R-A theories by exploring new resources and enhancing 

market positioning through innovative strategies. 

4.2. Innovation Strategies in MSMEs 
Innovation strategies are critical for MSME competitiveness and sustainable growth. 

Human capital lies at the core of innovation, as ideas originate from people. Managers must 

cultivate talent and foster environments that maximize employee potential (Varga, 2021). CEO 

characteristics, such as entrepreneurial orientation and patience, significantly influence open 

innovation adoption in MSMEs (Ahn et al., 2017), underscoring the need to align leadership 

traits with innovation strategies. 

Research by Sombolayuk et al. (2019) identifies human resources (education, skills, 

experience, entrepreneurship) as pivotal for improving product quality, sales, market share, 

capital, profits, customer satisfaction, and competitiveness. Organizational resources (social 

capital) and financial resources (access to funding, investment management) drive innovation 

in production methods, new product development, and market expansion. These elements 

collectively determine business success. Sutrisno et al. (2024) add that understanding societal 

needs, technology adoption, collaboration, and managerial skill enhancement are key to 

crafting effective innovation strategies, positioning MSMEs as agents of sustainable economic 

growth. 

In summary, innovation strategies stem from human ideas, developed through 

organizational collaboration and technological utilization, and executed with financial 

backing. Strategic planning enhances MSME performance, while technology adoption 

mitigates innovation risks and boosts competitiveness (Lestari et al., 2024).  

4.3. Challenges and Opportunities in Resource and Innovation Strategies 
for MSMEs 
Despite their potential, MSMEs face significant hurdles in optimizing resources and 

implementing innovation strategies: 

1. Financial Access Constraints: Limited financial literacy, high service costs, and 

inadequate formal financial access plague Indonesian MSMEs (Mualim Hasibuan & 

Marliyah, 2024; Ningsih et al., 2023). Similar issues exist in Ghana (Bamfo, 2024) and 

India (Mund, 2020). Solutions include financial education programs, collateral 

requirement reductions, alternative financial services, and government support like 

Indonesia’s KUR (People’s Business Credit) and BPUM (Micro Business Productive 

Assistance). 

2. Digitalization Impact: While digitalization offers growth opportunities (Maiti & Kayal, 

2017), many Indonesian MSMEs remain conventional, hindering competitiveness 

(Kurniawati et al., 2022). Barriers include limited digital knowledge and financial 

resources for technology adoption (Sirodjudin & Sudarmiatin, 2023). 
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3. Funding Mechanisms and Policy Implications: Innovative financing (e.g., 

crowdfunding) can address funding gaps (Gewirtzman et al., 2018). In Indonesia, 

Microfinance Institutions (MFIs) offer accessible, low-interest solutions through 

cooperative models (Anggraeni & Herlinawati, 2019), highlighting the need for tailored 

financial policies to support MSME scalability. 

Addressing these challenges requires coordinated efforts in financial inclusion, digital 

upskilling, and policy innovation to unlock MSMEs' full potential. 

5. Conclusion 

From the description above, it can be summarized in three parts, namely first, in a 

business in general there are 6 (six) types of resources, namely physical resources, reputation 

resources, organizational resources, financial resources, intellectual and human resources, 

and technological resources. Specifically, in MSMEs, the main resources are intellectual and 

human resources, financial resources, technological resources, and organizational resources. 

These four resources are interrelated and must be collaborated to form an innovation strategy 

that is useful for the sustainability of the Company. These resources are also interrelated with 

each other. Second, innovation strategies in MSMEs provide benefits for the company. The 

company becomes developed and sustainable. With an innovation strategy, new products are 

created. In this innovation strategy, research and development also occurs. However, it goes 

back to the resources that this innovation strategy will run if the intellectual and human 

resources, namely entrepreneurs or managers, have entrepreneurial characteristics. So that 

innovation strategies ranging from ideas, collaborations, technology utilization, and funding 

can be carried out and can improve the performance of MSMEs. With this innovation strategy, 

MSMEs can also compete with other businesses. 

Third, the utilization of resources and the implementation of innovation strategies in 

MSMEs in reality still experience obstacles even though MSMEs are a major contributor to 

employment and GDP of a country. The constraints or challenges experienced by MSMEs are 

access and financial constraints, the impact of digitalization, and financing mechanisms and 

policy implications. MSMEs are small-scale businesses that are sometimes still doubtful for 

capital providers, be it banks, non-banks, or investors. In addition, there is still a lack of 

knowledge of MSME entrepreneurs related to finance. Furthermore, the challenge of 

digitization is caused by ignorance of digital utilization, even though this digitization if utilized 

properly will benefit MSMEs to reach a wider market. The last is the financing mechanism and 

financing implications, which require assistance and government policies related to financing 

for MSMEs. With the preparation of this article, advice can be given to MSME entrepreneurs 

related to resource utilization and innovation strategies.  Entrepreneurs can practice 

innovation strategies in utilizing existing resources, besides that they can avoid / face 

challenges that are commonly faced by MSMEs, and especially entrepreneurs must have 

entrepreneurial character or orientation so that MSMEs have good and sustainable 

performance.  
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