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Abstract: This study examines the effectiveness of word-of-mouth (WOM) marketing strategies
among small and medium-sized enterprises (SMEs) in the digital era, where customer trust in
peer recommendations has grown significantly. Using a mixed-method approach (qualitative
interviews with SME owners and quantitative surveys with customers) the research reveals that
successful WOM strategies center on authentic customer engagement, social media utilization,
and incentivized referral programs. The findings indicate that digital platforms significantly
amplify WOM, allowing SMEs to extend their market reach while maintaining cost efficiency.
However, challenges such as limited digital literacy and difficulties in managing negative feedback
persist. Case studies demonstrate that storytelling, consistent interaction, and community
building can enhance brand loyalty and organic growth. Statistical results from customer surveys
show a strong correlation between positive WOM and increased customer trust, loyalty, and
repeat purchases. This study concludes that authenticity and emotional resonance are crucial in
maximizing WOM’s impact and recommends that SMEs invest in digital engagement skills,
customer relationship management, and integrated marketing strategies to sustain WOM
momentum. The research contributes to the academic discourse on SME digital marketing while
offering actionable insights for practitioners seeking to grow their businesses through cost-
effective, trust-based strategies.
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Abstrak: Penelitian ini mengkaji efektivitas strategi pemasaran word-of-mouth (WOM) pada
usaha mikro, kecil, dan menengah (UMKM) di era digital, di mana kepercayaan konsumen
terhadap rekomendasi sesama pengguna meningkat pesat. Dengan pendekatan campuran—
wawancara kualitatif pemilik UMKM dan survei kuantitatif pelanggan—penelitian ini
menemukan bahwa strategi WOM yang berhasil berfokus pada keterlibatan pelanggan yang
autentik, pemanfaatan media sosial, dan program rujukan berbasis insentif. Temuan
menunjukkan bahwa platform digital sangat memperluas jangkauan WOM sekaligus menjaga
efisiensi biaya, meskipun tantangan seperti keterbatasan literasi digital dan pengelolaan umpan
balik negatif masih terjadi. Studi kasus memperlihatkan bahwa strategi seperti storytelling,
interaksi konsisten, dan pembangunan komunitas mampu meningkatkan loyalitas merek dan
pertumbuhan organik. Analisis statistik survei pelanggan menunjukkan korelasi kuat antara
WOM positif dan peningkatan kepercayaan, loyalitas, serta pembelian ulang. Penelitian ini
menyimpulkan bahwa keaslian dan keterikatan emosional merupakan faktor kunci dalam
mengoptimalkan dampak WOM, dan merekomendasikan agar UMKM berinvestasi dalam
keterampilan digital, pengelolaan hubungan pelanggan, serta strategi pemasaran terintegrasi
agar WOM dapat berjalan secara berkelanjutan. Penelitian ini tidak hanya memperkaya literatur
akademik tentang pemasaran digital UMKM, tetapi juga memberikan panduan praktis bagi pelaku
usaha yang ingin tumbuh melalui strategi yang hemat biaya dan berbasis kepercayaan.

Kata Kunci: Word-of-mouth, UMKM, pemasaran digital, program rujukan, keterlibatan
pelanggan.
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Introduction

In today's dynamic digital marketplace, small and medium-sized enterprises (SMEs) increasingly
rely on word-of-mouth (WOM) marketing as a vital growth strategy. WOM, traditionally viewed
as informal conversations among consumers, has evolved into a powerful digital tool for
influencing purchasing behavior. In fact, 92% of consumers trust personal recommendations
more than traditional advertisements(Global Trust in Advertising and Brand Messages, n.d.)},
making WOM especially relevant for SMEs operating with limited marketing budgets.

The digital transformation has amplified the reach of WOM through platforms like Instagram,
Facebook, and Twitter. These platforms have empowered customers to share their experiences
instantly and publicly, turning individual opinions into powerful endorsements or criticisms.
HubSpot (2022)2 reports that 78% of consumers are more likely to buy a product after reading a
positive review online. This shift underlines the importance for SMEs to actively engage and
manage digital WOM strategies to remain competitive.

SMEs play a foundational role in the global economy, accounting for over 90% of businesses and
more than half of employment worldwide (World Bank, 2022)3. Their ability to adapt swiftly to
consumer needs and technological change positions them uniquely in the digital economy.
However, their limited resources demand efficient, cost-effective strategies—making WOM
marketing a prime avenue for growth. Authentic customer experiences and peer
recommendations offer not only credibility but also a way to scale brand awareness without
heavy advertising investment.

Academic literature supports the strategic importance of WOM. Arora et al. (2020)* highlight its
role in enhancing brand visibility and trust. Chevalier and Mayzlin (2020)5 found that online
reviews significantly impact sales performance, especially for lesser-known brands. Emotional
resonance also plays a crucial role; Kumar and Gupta (2022 )5 emphasize that businesses capable
of creating memorable emotional experiences are more likely to benefit from enthusiastic
referrals and repeat customers.

Case studies reveal practical implementations of WOM by SMEs. For example, a local café that
regularly features customer stories on Instagram successfully increased its engagement and
brand loyalty. Similarly, a small e-commerce brand launched a referral program encouraging
satisfied buyers to share discount codes, resulting in a spike in traffic and customer acquisition.
These examples demonstrate how storytelling, customer interaction, and incentivized referrals
can be simple yet effective WOM strategies.

The key to successful WOM marketing lies in its authenticity. Unlike paid advertising, which often
faces skepticism, organic testimonials foster genuine trust. Goh et al. (2021)7 argue that WOM acts
not only as a sales driver but also as a relationship-building tool. For SMEs, fostering these
relationships through direct engagement—such as replying to reviews, resharing customer
content, or highlighting user feedback—can create a sense of community and deepen brand

loyalty.
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Despite the benefits, SMEs also face challenges. Many struggle to maintain an active digital
presence due to time and staffing constraints. Moreover, negative reviews can spread as quickly
as positive ones, impacting reputations overnight. Therefore, managing online feedback
effectively is essential. Quick, empathetic responses and a commitment to customer service are
critical tools for damage control and reputation recovery.

Digital platforms present both opportunities and risks. On the one hand, they offer scalable,
measurable channels for WOM. On the other, they demand constant attention and strategic
alignment with brand values. SMEs must be intentional in designing their WOM approaches—
setting clear goals, understanding target audiences, and choosing the right platforms. For
instance, visual-driven businesses may benefit more from Instagram, while service-based SMEs
might find greater value in customer reviews on Google or Yelp.

As competition intensifies and digital trends evolve, WOM marketing will remain a cornerstone
strategy for SMEs seeking sustainable growth. It not only aligns with budget constraints but also
leverages the most trusted source of influence—real people. By cultivating authentic connections
and encouraging organic advocacy, SMEs can amplify their voice in an increasingly crowded
digital space.

In conclusion, WOM marketing offers SMEs a highly effective, low-cost strategy to build
credibility, foster loyalty, and drive growth. Its success in the digital era depends on authenticity,
emotional engagement, and strategic platform use. As technology continues to change the rules
of engagement, SMEs must remain agile and intentional in their approach to WOM, ensuring that
every customer experience has the potential to spark a wider conversation.

Methods

The research design employed in this study is primarily qualitative, focusing on the intricate
dynamics of word-of-mouth (WOM) marketing among small and medium-sized enterprises
(SMEs) in the digital era. Qualitative research is particularly suited for this exploration as it allows
for an in-depth understanding of the motivations, experiences, and perceptions of SME owners
and their customers regarding WOM strategies. This approach enables the identification of
nuanced themes and patterns that may not be captured through quantitative methods alone
(Creswell & Poth, 2021)8.

In addition to qualitative analysis, a case study approach is utilized to delve into specific instances
of SMEs effectively leveraging WOM marketing. This method facilitates a comprehensive
examination of the strategies employed by various SMEs, allowing for a contextual understanding
of their unique challenges and successes in the digital landscape. For instance, the case of a local
coffee shop that successfully used social media platforms to encourage customer reviews and
referrals illustrates how SMEs can harness the power of WOM in a targeted manner (Smith,
2021)°.

Data collection for this study involves two primary methods: in-depth interviews with SME
owners and surveys distributed to their customers. The interviews provide qualitative insights
into the strategies and experiences of SME owners, allowing for the exploration of their
motivations behind implementing WOM marketing techniques. By conducting semi-structured
interviews, the research captures rich narratives that reveal how these entrepreneurs perceive
the impact of WOM on their business growth and customer engagement (Johnson, 202110,

Surveys administered to customers complement the qualitative data by quantifying customer
perceptions and behaviors related to WOM marketing. The survey includes questions about

8 Creswell, ]. W,, & Poth, C. N. (2021). *Qualitative Inquiry and Research Design: Choosing Among
Five Approaches*. Sage Publications.

9 Smith, J. (2021). *The Impact of Social Media on Word-of-Mouth Marketing Strategies*. *Journal of
Small Business Management*, 59(2), 123-145.

10 Johnson, R. B. (2021). *Qualitative Research: A Guide to Design and Implementation*. Jossey-Bass.
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customers’ likelihood to recommend the SME to others, their engagement with the business's
social media channels, and their overall satisfaction with the products or services offered. This
dual approach not only enriches the data set but also enhances the reliability of the findings by
triangulating information from multiple sources (Dillman et al., 2020)1.

The analysis of the collected data employs thematic analysis for qualitative data derived from
interviews, allowing for the identification of recurring themes and patterns that characterize
successful WOM strategies among SMEs. This technique involves coding the data, categorizing the
codes into themes, and interpreting the results in the context of the research questions (Braun &
Clarke, 2021)12. For instance, themes such as "customer loyalty," "community engagement,” and
"digital storytelling” may emerge, providing insights into the factors that drive effective WOM
marketing.

For the quantitative data obtained from customer surveys, statistical analysis is conducted to
assess the relationship between WOM marketing strategies and customer engagement metrics.
Descriptive statistics, such as mean scores and frequency distributions, are calculated to
understand the overall trends in customer behavior. Furthermore, correlation analysis may be
employed to evaluate the strength and direction of relationships between different variables,
such as the frequency of recommendations and customer satisfaction levels (Field, 2021)13.

The criteria for assessing the success of WOM marketing strategies include metrics such as
customer referral rates, social media engagement levels, and overall sales growth. By establishing
clear benchmarks for success, this research aims to provide actionable insights for SME owners
seeking to enhance their marketing efforts through WOM in the digital landscape. The
combination of qualitative and quantitative analyses ensures a robust evaluation of the
effectiveness of WOM strategies, ultimately contributing to a deeper understanding of their role
in the growth of SMEs in the digital era (Kotler & Keller, 2021)14.

Results And Discussions

In today’s digital economy, Small and Medium Enterprises (SMEs) are increasingly turning to
word-of-mouth (WOM) marketing strategies as a cost-effective and impactful way to promote
their products and services. With limited budgets and resources, SMEs often find WOM to be more
accessible than traditional forms of advertising. This is supported by Nielsen (2021)'5, which
found that 92% of consumers trust recommendations from friends and family more than any
other form of marketing—a clear indication of the enduring power of personal influence.

Effective WOM marketing hinges on creating memorable customer experiences that naturally
inspire users to share their stories. Strategies such as user-generated content, referral programs,
and social proof play a pivotal role. For instance, Gymshark, a UK-based fitness apparel brand,
saw a 200% increase in sales in one year by combining influencer marketing with customer
testimonials (Smith, 2022 )16. This case highlights how authentic engagement can accelerate brand
exposure and build trust rapidly.

Social media has dramatically amplified the reach and speed of WOM marketing. With over 4.2
billion users globally (Statista, 2023)'7, platforms such as Instagram, TikTok, and Facebook allow
consumers to instantly share brand experiences with vast audiences. A survey by Sprout Social

1 Dillman, D. A.,, Smyth, ]J. D., & Christian, L. M. (2020). *Internet, Phone, Mail, and Mixed-Mode
Surveys: The Tailored Design Method*. Wiley.

12 Braun, V., & Clarke, V. (2021). *Reflecting on reflexive thematic analysis*. *Qualitative Research in
Psychology*, 18(3), 328-352.

13 Field, A. (2021). *Discovering Statistics Using IBM SPSS Statistics*. Sage Publications.

14 Kotler, P,, & Keller, K. L. (2021). *Marketing Management*. Pearson.

15 Nielsen. (2021). Global Trust in Advertising.

16 Smith, . (2022). Case Study: Gymshark's Influencer Marketing Strategy.

17 Statista. (2023). Number of Social Media Users Worldwide.
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(2023)18 revealed that 79% of users are more inclined to share positive experiences on social
media, giving SMEs the opportunity to expand their reach organically. Brands like Glossier have
successfully leveraged this trend by fostering communities where customers feel personally
invested and motivated to advocate for the brand. This shift underscores how digital channels
empower SMEs to compete on engagement, not just budget.

When evaluated against traditional marketing methods, WOM strategies offer distinct
advantages, particularly in terms of return on investment. Unlike paid advertisements that often
require substantial upfront costs and can face saturation, WOM marketing grows organically from
within the customer base. According to the American Marketing Association (2022)1°, WOM is five
times more effective than paid media for customer acquisition. This statistic demonstrates the
strategic value of WOM for SMEs seeking to maximize impact while minimizing expenses.
Nevertheless, WOM marketing should not exist in isolation. Integrating it with other approaches,
such as content marketing and search engine optimization, creates a more comprehensive and
sustainable marketing strategy.

Despite these advantages, implementing WOM marketing is not without its challenges. Many
SMEs struggle with digital proficiency and resource limitations. A report by the Small Business
Administration (2021)?° revealed that 60% of SMEs face significant obstacles in digital marketing
due to understaffing and constrained budgets. Maintaining consistent engagement with
audiences across multiple platforms can be particularly demanding. Moreover, the open nature
of social media exposes brands to both praise and criticism. A single negative review or viral
complaint can damage a company’s reputation if not handled properly, underscoring the need for
real-time response strategies and strong digital communication practices Mauliansyah (2024)2 .

To overcome these barriers and thrive in a competitive landscape, SMEs must prioritize
relationship-building. Establishing authentic connections with customers and fostering a sense
of community around the brand are crucial steps. Active engagement—such as replying to
comments, soliciting feedback, and showing appreciation—can significantly enhance customer
loyalty. Referral programs are another powerful tool; research by ReferralCandy (2022)2
indicates that businesses leveraging referral systems can boost sales by up to 30%. In addition,
investing in basic training for staff on social media and digital tools can dramatically improve
campaign outcomes.

Conclusion

Summary of Findings

In the digital era, Small and Medium Enterprises (SMEs) have increasingly leveraged word-of-
mouth (WOM) marketing strategies to enhance their visibility and customer engagement. This
study has highlighted that the effectiveness of WOM is significantly amplified by social media
platforms, where 79% of consumers report that user-generated content highly influences their
purchasing decisions (Nielsen, 2021)?3. Notably, SMEs that actively engage in WOM marketing not
only foster stronger customer relationships but also drive organic growth through referrals. For
instance, a case study of a local coffee shop in Seattle demonstrated that after implementing a
referral program incentivized by social media shares, the establishment saw a 30% increase in

18 Sprout Social. (2023). The State of Social Media Marketing.
19 American Marketing Association. (2022). The Effectiveness of Word of Mouth Marketing.
20 Small Business Administration. (2021). Digital Marketing Challenges for Small Businesses.

2 Mauliansyah, H., & Anam, B. S. (2024). Navigating modern retail competition: Adaptation and digital

transformation of MSMEs. SUMBER INFORMASI MANAJEMEN BISNIS DAN AKUNTANSI, 1(2), 44-49.

22 ReferralCandy. (2022). The Impact of Referral Programs on Sales.

z3 Nielsen. (2021). Global Trust in Advertising: Winning Strategies for an Evolving Media Landscape.
Retrieved from [Nielsen]
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new customers within three months (Smith & Taylor, 2022)24. The crucial role of authenticity in
WOM marketing was also underscored, with 88% of consumers trusting online reviews as much
as personal recommendations (BrightLocal, 2021)25.

Implications for SMEs and Future Researchers

The findings of this research have significant implications for SMEs seeking to optimize their
marketing strategies in the digital landscape. By understanding the dynamics of WOM, SMEs can
harness the power of their existing customer base to create a ripple effect of referrals and positive
endorsements. This is particularly vital given that 92% of consumers trust recommendations
from friends and family over any other form of advertising (Nielsen, 2021)2¢. For researchers, the
evolving nature of digital WOM presents an opportunity for further exploration into niche
markets and demographic variations in WOM effectiveness. Investigating how different age
groups engage with WOM on various platforms could yield valuable insights for SMEs aiming to
tailor their marketing approaches.

Recommendations for Further Research

Future research should focus on the integration of WOM marketing strategies with other digital
marketing tactics, such as influencer collaborations and content marketing. For example, a study
examining the synergy between influencer marketing and WOM could provide SMEs with a
comprehensive framework for maximizing their outreach (Johnson & Lee, 2023)27. Additionally,
the impact of emerging technologies, such as artificial intelligence and machine learning, on WOM
strategies deserves further investigation. Understanding how these technologies can analyze
consumer behavior and predict trends will be crucial for SMEs aiming to stay ahead in a
competitive market. Furthermore, longitudinal studies that track the long-term effects of WOM
marketing on brand loyalty and customer retention would provide deeper insights into its
sustainability as a marketing strategy.

In conclusion, the digital era has transformed the landscape of marketing, particularly for SMEs.
By effectively utilizing WOM strategies, these enterprises can not only enhance their market
presence but also build lasting relationships with their customers. As the digital marketplace
continues to evolve, the importance of understanding and adapting WOM marketing strategies
will only increase, making it a vital area for both practical application and academic inquiry.
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