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INTRODUCTION

The role of MSMESs (micro, small and
medium enterprises) is quite significant in
improving the flow of economic activities.
SMEs are believed to be able to create jobs.
Data from the Central Bureau of Statistics
(BPS) in 2018 showed that MSMEs were able
to contribute to GDP (gross domestic pro-
duct) of 7.82 billion in 2017. MSMEs engaged
in the apparel management sector contributed
14.01%. MSME:s also play a role in income
average, rural economic development and in-
creasing non-oil and gas exports (Puspitasari
& Widiyanto, 2015; Istinganah & Widiyanto,
2020). Thus, MSMEs are able to contribute
significantly to the economy.

The COVID-19 pandemic that hit Indo-
nesia was felt by MSMEs. The national eco-
nomic recovery carried out by the government
has also encouraged MSMEs to continue their
business. The number of MSME:s is very lar-
ge, reaching 64.1 million (Bahtiar, 2021). The
government must pay special attention to the
MSME sector because of its important role in
the absorption of labor. Economic growth will
continue if the MSME sector shows good per-
formance during the pandemic.

Ulyjami Subdistrict, Pemalang Regency
is known as a convection MSME center. There
are many villages whose residents are engaged
in MSME Convection. Data in 2020 showed
that there were 987 business units in one vil-
lage alone. Thus, the movement of MSMEs in
the area can be felt in the local economy. Resi-
dents are very dependent on the business they
run. Apart from residents of the area, MSME
businesses can also attract workers from the
surrounding area.

This very important role makes MSMEs
must be able to improve their performance.
Performance can be interpreted as the result
of work that can be achieved by a person or
group within a company in accordance with
their respective authorities and responsibili-
ties (Afandi, 2018). Business activities that
have been carried out by MSMEs should have
a positive impact on their owners. Therefore,
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MSME management must act creatively and
innovatively in order to be able to show satis-
factory performance. This means that the per-
formance of MSMEs must be encouraged to
continue to improve for the sake of business
continuity and sustainability.

The basic theory that can be used to
understand organizational performance is
resource-based theory. This theory explains
why some industries are successful while ot-
hers fail (Mulyono, 2013). The success or fai-
lure is due to the company’s ability to mana-
ge its internal resources (Sukma, 2017). The
determinants of MSME performance have
been widely studied with results that are still
interesting for further research. The factors in
question are social capital and human capital
(Santoso et al., 201), social capital and inno-
vation (Hadi & Purwati, 2020), human capital
and social capital (Pangestu & Utami, 2020),
entrepreneurial competence (Suryana & Bur-
hanuddin, 2021), characteristics of entrepre-
neurship, capital and labor (Apriliani & Wi-
diyanto, 2018; Pariyem, Widiyanto & Painri,
2020)as well as financial knowledge and social
media (Ferdiansyah & Bukhari, 2021).

The results showed that one of the im-
portant factors in understanding the perfor-
mance of SMEs is social capital. Social capital
is defined as something related to harmoniza-
tion between individuals, norms, and beliefs
to facilitate mutually beneficial coordination
and cooperation in common life. (Muslikah et
al., 2018). This social capital is very important
for business actors to be able to improve busi-
ness relations so that it will have an impact on
the performance of their business. By having
social capital, business actors will be able to
establish mutually beneficial cooperation with
various parties. It will be easier for business
actors to obtain important information regar-
ding policy developments, price fluctuations,
availability of materials, and other important
information.

Many studies have shown mixed results
regarding the relationship between social ca-
pital and the performance of MSMEs. Social
capital is proven to have a significant effect on
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the performance of cocoa farmers’ farming
(Mubarak et al., 2020). Social capital is con-
sidered an investment that can generate new
resources from society. Social capital will be
stronger if it is able to take advantage of net-
works or relationships that recognize each ot-
her among its members.

Other researchers found a significant
effect of social capital on SME business per-
formance (Santoso et al., 2019). Social capital
can come from internal sources and external
sources. Both have a positive role in impro-
ving organizational performance. Social ca-
pital is also able to improve the marketing
performance of traders at the Solo Wholesale
Center(Astuti et al., 2019). Network as a me-
asure of social capital has been proven to sig-
nificantly influence the performance of MSEs
in Padang City, West Sumatra (Analia et al.,
2019).

Wealenta (2019) found no significant
effect of social capital on improving the per-
formance of restaurants in Tentena City, Poso
Regency. Social capital is measured by three
indicators (structural dimension, relational
dimension, and cognitive dimension). Muba-
rak et al., (2020) also found the same result,
that social capital could not significantly affect
farm business performance.

This study presents the entrepreneurial
competence variable to better understand the
effect of social capital on the performance of
MSMEs. Entrepreneurial competence is very
important to strengthen the determination
and sincerity of MSME actors so that they are
still able to run their business well. Economic
conditions that change frequently, especially
during a pandemic require a high level of in-
novation and creativity. Only business actors
who have entrepreneurial competence will be
able to survive and improve the performance
of MSMEs.

Entrepreneurial competence is know-
ledge, attitudes, and skills that are connected
to one another, which entrepreneurs need to
be trained and developed in order to be able
to produce the best performance (Zuhriyah
et al., 2015). Entrepreneurial competence is

proven to be significant as a determinant of
performance (Hasanah et al., 2018). Entrepre-
neurial competence possessed by owners and
entrepreneurs will be able to encourage the
success of MSME businesses. With the ent-
repreneurial competence you have, you will be
able to measure and analyze the business risks
that may be faced.

Mubarak et al., (2020) proved that ent-
repreneurial competence was able to signi-
ficantly determine business performance of
Cocoa Farmers in the Indonesia-Malaysia
Border Area of Sebatik Island. Entrepre-
neurial competence will increase the entrepre-
neurial capacity of MSME entrepreneurs and
will encourage a better level of performance
(Suryana & Burhanuddin, 2021). Entrepre-
neurial competence is a very valuable resource
for MSMEs and can be considered as a com-
petitive advantage. The same finding was also
obtained (Utami & Mulyaningsih, 2016).

This paper aims to analyze the rela-
tionship of social capital, entrepreneurial
competence, and the performance of SMEs.
Path analysis was used to find the mediating
role of entrepreneurial competence in the ef-
fect of social capital on MSME performance.
MSME:s in the convection sector in Ulujami
District, Pemalang Regency are the research
sample because their role is very significant in
determining the economic movement of the
surrounding community.

Owned social capital will have more
impact on the performance of MSMEs if the
entrepreneurial competence is also owned
by managers. Social capital will determine
the level of entrepreneurial competence sig-
nificantly. With the social capital they have,
entrepreneurs will be able to gain knowledge,
experience, and also the formation of an ent-
repreneurial attitude from their relationships
and business partners. This social capital en-
courages entrepreneurs to meet other people
who will be able to strengthen their business,
increase business creativity, and also confirm
the efforts that have been made. In addition,
with good social capital, entrepreneurs can
also exchange ideas and ideas with their busi-
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ness partners so that they will be able to have
a significant impact on the performance of
MSME:s.

Previous research has succeeded in fin-
ding empirical evidence that social capital is
able to significantly influence entrepreneurial
competence (Mubarak et al., 2020). Based on
the description above, the research hypotheses
developed in this study are as follows: (1) So-
cial capital has a significant effect on MSME
performance, (2) Entrepreneurial competence
has a significant effect on MSME performan-
ce, (3) Social capital has a significant effect
on entrepreneurial competence, (4) Entrep-
reneurial competence is able to mediate the
effect of social capital on the performance of
MSMEzs.

METHODS

This study is a quantitative study with
a causal design to understand the relationship
between social capital, entrepreneurial com-
petence, and the performance of SMEs. The
research population was MSME Convection
in Ulujami District, Pemalang Regency. The
sampling method used was accidental samp-
ling obtaining 285 MSMEs as research samp-
les.

The dependent variable in this study
was the performance of MSMEs as measured
by a balanced scorecard indicator (consumer,
financial, internal, and human resources) whi-
le the independent variables were social capi-
tal and entrepreneurial competence. Entrepre-
neurial competence also acted as a mediator
variable. Social capital was measured by in-
dicators of the ability to build cooperation,
the ability to build trust, the ability to build
a reputation, participation in local commu-
nities, and cooperation with related agencies.
Entrepreneurial competence was measured by
indicators of strategy, technical management,
and leadership.

The data collection method used a
questionnaire. The questionnaire was develo-
ped from the opinion of previous researchers
distributed manually by visiting the owner or

21

manager of the MSME Convection business.
The questionnaire was developed on a 5 Likert
scale. The data analysis method used descrip-
tive analysis and path analysis. Descriptive
analysis was used to analyze research variab-
les quantitatively while path analysis was used
to analyze the relationship between the three
research variables.

RESULTS AND DISCUSSION

Description of Research Variables
Descriptive analysis of research variab-
les is presented in table 1, table 2 and table 3.
Description of MSME performance as measu-
red by the balance score card dimension (in
Table 1) showed that the performance of Con-
vection MSMESs in Ulujami District, Pema-
lang Regency was in the Very High category.
Convection SMEs were able to maintain good
performance during the pandemic.

Table 1. MSME Performance Description

No. Indicator Average  Criteria
1 Internal 8.04  Very high
2  Finance 7.96  High
3  Consumer 8.08  Very high

Human .
4 Resources 8.32  Very high

Source: Primary data processed, 2021

Table 2 showed that social capital was
included in the high category. Convection
SMEs in Ulujami District, Pemalang Regency
had good social capital to help their businesses
by having a good network. Table 3 showed the
entrepreneurial competence of Convection
in Ulyjami District, Pemalang Regency was
in the high category. Convection SMEs were
able to improve good entrepreneurial compe-
tencies during the pandemic.

Classic Assumption Test Results

The classical assumption test performed
was the normality test, multicollinearity test,
and heteroscedasticity test. Normality test was
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Table 2. Description of Social Capital

No. Indicator Average Criteria

1 Abilitytobuild 8.32  High
cooperation

2 Abilitytobuild 8.09 High
trust

3 Abilitytobuild 8.26  High
reputation

4  Participation 7.79  Currently
in society

5 Cooperation 8.10  High
with related
departments

Source: Primary data processed, 2021

Table 3. Description of Entrepreneurship
Competence

No. Indicator Average Criteria
1  Strategy 8.18  High
2 Technical man- 8.11  High
agement
3  Leadership 7.93  High

Source: Primary data processed, 2021

carried out through statistical test (Kolmogo-
rov-Smirnov test). The results of the norma-
lity test indicated that the research data with
the performance of MSMEs as the dependent
variable was to meet the normal requirements
of the data. asymp value. Sig. (2-tailed) was at

Table 4. Path Analysis Results

0.010 and less than 0.05. The multicollinearity
test was carried out by statistical tests which
showed that the regression model in this stu-
dy avoided the assumption of multicollinea-
rity. The tolerance value was more than 0.10
and the VIF (variance inflation factor) value
was less than 10. Meanwhile, the results of
the heteroscedasticity test through the Glejser
test showed that the significance value of the
variables of social capital and entrepreneurial
competence was less than 0.05.

Path Analysis Results

Path analysis was done by processing
the data through two regression equations.
The MSME performance variable as the de-
pendent variable in the first regression with
social capital and entrepreneurial competence
as independent variables. While in the second
regression equation, the dependent variable
was entrepreneurial competence and the in-
dependent variable was social capital. The re-
sults of the path analysis can be seen in Table
4.

Table 4 showed that social capital and
entrepreneurial competence had been pro-
ven to have a significant effect on the perfor-
mance of MSMEs. The significance value of
social capital was 0.000 with a t-count value
of 5.6728. Entrepreneurial competence had
a significance value of 0.000 with a t-count
value of 8.194. Social capital and entrepre-
neurial competence had regression coeffi-
cients of 0.280 and 0.468, which means that

Description Sig. t-count Decision
Dependent Variable; MSME Performance
Social Capital 0.000 6,728 Positive and significant

Entrepreneurship Competence 0.000 8.194 Positive and significant

Dependent Variable; Entrepreneurship Competence

0.000 5,678

Social Capital Positive and significant

Source: Primary data processed, 2021
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they had a positive effect on the performance
of MSMEs. While in the second equation, the
significance value of social capital was 0.000
with a t-count value of 5.678. The regression
coefficient value was 0.234, which means that
social capital could determine entrepreneurial
competence positively.

Table 4 showed that the hypotheses pro-
posed in this study were all acceptable. The
mediating role of entrepreneurial competence
in the influence of social capital on MSME
performance was tested through the Sobel
test using a Sobel test calculator. The results
showed that the one-tailed probability value
was 0.000 and the t-count was 4.686. The re-
sults of the Sobel test confirmed that entrepre-
neurial competence was able to significantly
mediate the effect of social capital on MSME
performance.

The Effect of Social Capital on MSME
Performance

In accordance with the results of rese-
arch that had been detailed to prove that social
capital had a positive and significant influence
on the performance of MSMEs. Social capital
had a coefficient of 0.297 with a significance
value of less than 0.05 (5%). This showed that
the better the social capital developed by the
MSME owners, the higher the MSME per-
formance level will be. On the other hand,
the worse the social capital developed by the
MSME owners, the lower the MSME perfor-
mance level. The contribution of the influen-
ce of social capital on the performance of
MSMEs in this study was 8.8%. This influen-
ce was strengthened by the results of descrip-
tive analysis which showed the results that
the average social capital variable was in the
high category. This means, Convection SMEs
in Uluyjami District, Pemalang Regency had
good social capital,

The results of this study were also in
line with the theory of resource-based view
(RBV). RBV theory suggests that resources
and capabilities are vital for the company, be-
cause these two things are the basis of com-
pany performance. RBV theory prioritizes the
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use of external resources when the available
resources within the firm are limited. One of
the external capital in question is social capital
(Cahyaningtyas & Ningtyas, 2020).

Increasing cooperation and the belief
system that exists in social capital as a suppor-
ter of internal resources will create a competi-
tive advantage, thereby encouraging increased
performance. Furthermore, RBV theory has
the view that the competitiveness and perfor-
mance of a company depends on the unique-
ness of its resources that are difficult to imita-
te. This shows that with typical social capital,
the success of the social network developed by
the company will help improve company per-
formance.

In line with previous research which
suggested that social capital had a positive
and significant influence on the performance
of MSMEs (Astuti et al., 2019; Mubarak et
al., 2020; Santoso et al., 2019). Social capital
is one of the factors that affect social networks
that can lead to an increase in MSME perfor-
mance (Gandhiadi et al., 2018). Therefore,
MSMEs should develop social capital owned
by their owners and managers. Social capital
makes a big contribution in developing a bu-
siness. MSME owners will be able to develop
their business quickly if they can control and
put social capital related to networks, coope-
ration and communication that are useful for
achieving better business quality (Primadona
& Emrizal, 2017).

The Effect of Entrepreneurial Competence
on MSME Performance

The results of the study proved that
entrepreneurial competence had a positive
and significant influence on the performan-
ce of MSMEs. The path coefficient value for
the entrepreneurial competence variable was
0.377 with a significance value of 0.000. The
significance value was below the 0.05 signifi-
cance level, which means that entrepreneurial
competence had a significant effect on the
performance of MSMEs while the path coef-
ficient of 0.377 indicated a positive influence
of entrepreneurial competence on the perfor-
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mance of MSMEs. This proved that the higher
the entrepreneurial competence, the higher the
performance of MSMESs. On the other hand,
the lower the entrepreneurial competence is,
the worse the performance of MSME:s.

Supported by previous research which
stated that entrepreneurial competence had
a positive and significant effect on the perfor-
mance of MSMEs (Mubarak et al., 2020; Uta-
mi & Mulyaningsih, 2016). Entrepreneurial
competence is a complex combination of va-
rious abilities and characteristics that make an
entrepreneur successful in a competitive en-
vironment (Suryana & Burhanuddin, 2021).
MSMEs that are managed with high compe-
tence will be better able to provide products
that are in accordance with market needs and
desires so that business continuity is stable
and can improve MSME performance (Sobi-
rin et al., 2020).

The Effect of Social Capital on Entrepre-
neurial Competence

The results of the regression analysis,
partially the social capital variable produced
a coefficient value of 0.377 with a significan-
ce value of 0.000. A significance value of less
than 0.05 indicated that there was an effect on
the variables being tested. This proved that so-
cial capital had a positive and significant effect
on entrepreneurial competence. That is, the
higher the level of social capital, the higher the
level of entrepreneurial competence. Vice ver-
sa, the lower the level of social capital is, the
lower the level of entrepreneurial competence.

This was in line with the resource-
based view (RBV) theory which states that the
resources and capabilities of MSMEs must
have high standards, in this study, namely so-
cial capital and entrepreneurial competence.
This was in line with previous research (Mu-
barak et al., 2020) who obtained the findings
of a significant effect of social capital on ent-
repreneurial competence. Entrepreneurial
competence plays an important role as the un-
derlying character of entrepreneurs in comp-
leting each activity in the most profitable way
for business growth.

Meanwhile, a business certainly requi-
res adequate information resources in order to
maintain its business continuity which can be
obtained through relationships with internal
and external parties to obtain the information
needed by entrepreneurs. In this case, social
capital acts as a bridge in business, namely
in the form of a social network that provides
information for entrepreneurs. Entrepreneurs
with a high level of social capital will get in-
formation needed both internally and exter-
nally in a timely manner.

Without social capital that is put to
good use, adequate entrepreneurial competen-
ce will be difficult to achieve (Obisi & Anyim,
2012). Social capital can be used as an effort
for owners or managers to gain valuable ex-
perience from relationships in running their
own business. Relationships can also provide
coaching so that entrepreneurial competen-
cies are further honed. Good relationships
will also provide important information in
business development. Social capital is used
to strengthen existing relationships and build
wider networks. Thus, social capital is very
important for owners and business actors. So-
cial capital will also reduce unfair competition
because it already has a good relationship bet-
ween business partners.

The Mediation Role of Entrepreneurial
Competence in the Effect of Social Capital
on MSME Performance

The results showed that social capital
had a positive and significant effect on the per-
formance of MSMEs through entrepreneurial
competence. This was evidenced by the results
of the Sobel test which found an indirect effect
of 0.116 with a significance value of 0.000.
The results of the regression test to determine
the direct effect showed a value of 0.297 with
a significance value of 0.00. That is, either di-
rectly or indirectly social capital had a positive
and significant effect on the performance of
MSMEs. The results of this study also proved
entrepreneurial competence as a mediating
variable in the influence of social capital on
the performance of SMEs.
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In line with the theory of resource-based
view (RBV) which states that business conti-
nuity and high MSME performance are ob-
tained by controlling resources and skills that
are useful for the company. Resources and ca-
pabilities in RBV theory must have unique cri-
teria and are difficult for business competitors
to imitate (Walenta, 2019). The company will
be able to survive even in difficult conditions
because it already has a solid base of resources
and skills. The resources and skills referred to
in this study are social capital and entrepre-
neurial competence. Entrepreneurs who have
high social capital will be able to find interes-
ting ideas for their business interests than ent-
repreneurs who have low social capital.

The mediating role of entrepreneurial
competence was partial mediation. Social
capital variables besides having an indirect
influence on the performance of MSMEs
through entrepreneurial competence as an in-
tervening variable also had a direct influence
without going through mediation. MSME ow-
ners who have good social capital will affect
the performance of MSME:s.

MSME performance cannot be produ-
ced by business owners who have an indivi-
dual view (Atmaja et al., 2020). Social capital
in the form of processes related to cooperation
and communication both internal and external
to the company can only be obtained by mutu-
al interaction between two parties. So that the
existence of entrepreneurial competencies in
the form of leadership, strategy, and technical
management owned by MSME owners is very
important to help increase the influence of so-
cial capital on MSME performance.

CONCLUSION

Convection MSME performance was
proven to be influenced by social capital and
entrepreneurial competence. Entrepreneurial
competence was also proven to be a mediating
variable on the effect of social capital on the
performance of MSMEs. Good social capital
will determine the entrepreneurial competen-
ce of MSME owners and management and
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will ultimately encourage better MSME per-
formance. Thus, social capital and entrepre-
neurial competencies are very important.

The advice that can be given is to increase
the social capital owned by MSME owners
and managers by strengthening relationships
with existing partners and existing customers.
Intensive communication with policy makers
must also be carried out to obtain the latest
information, access policies, and strengthen
institutions. The entrepreneurial competence
of MSME owners and managers also needs to
be maintained and improved. MSME owners
and managers should not be complacent with
their current performance. Future challenges
really require innovation and creation. Good
social capital and entrepreneurial competen-
ce will be able to improve the performance of
MSMEs in a sustainable manner.
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