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Abstract: The purpose of this research is to integrate causality model between environment, knowledge
sharing behavior, and strategic planning process, to innovation and performance. The sample of the re-
search is small and medivm sized enterprise of handicraft industry that made of leather, e.g. shoes, leather
Jackets, bags, luggage, belts, wallets, and other products made of genuine leather which still can 't compete
in East Java. Structural Equation Modelling is used to process the data. The resulf shows that from the nine
tested hyvpatheses, there are 7 (seven) accepted tests (and they have significant impact), and there are 2
(two) wnaccepted tests (and they have insignificant impact), such as the impact of environment and knowl-
edge sharing behavior to business perfornmance. The findings of this research ave, first, the impact of sharing
behaviar/develaping Imowledge to work performance of small and medium sized enterprise should use
tnnovation as antecedent variable, and second, the impact of environment changes to work performance of
small and medium sized enierprise is defermined by stvategic planning variable mediation. 4 stranger work
environment changes force the enterprises to create effective strategic planning process intensity, which do
some sustatnable information search about market and other information to create creativity in product
making designing and services. The implementafion of small and medium sized enterprise & knowledge
management is not only just fo share knowledge about their market, but also must be followed by increasing
the knowledge/ability of the emplavers, giving opinion about emplovers’ performance, fluently commnoi-
cating, and using technology fo design product and facilifate communication. New idea in this research is
fmowledge sharing behavior at SMEs, which have a significan role fo create innovation and creafivity fo
enhacing performance.
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Dunia bisnis utamanya UKM menghadapi berbagai
tantangan yang harus mampu diantisipasi agar
keberlanjutan usaha bisa terjaga. di sisi lain perubahan
lingkungan menuntut mercka untuk lebih waspada
dalam merencanakan bisnisnya, harus terus mencari
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informasi agar mampu mengelola pengetahuan untuk
mewujudkan kreatifitas dan inovasi yang akan mampu
meningkatkan daya saing serta kinerjanya.

Sudah menjadi konsckuensi logis bagi yang
mengelola perusahaan termasuk didalamnya UKML
meski banyak menghadapi resiko tetapi semangat dan
keinginan untuk merath return yang tidak hanya dan
segl finansial saja. tetapi kepuasan serta prestise jika
telah berhasil. Setiap waktu UKM harus menentukan
langkah strategis dan keputusan harus diambil dengan
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