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Abstract. The purpose of this study was to determine the effect of social capital and 
human capital on the performance of MSEs through entrepreneurial orientations in the 

Belu Regency, Indonesia. The population in this study were all MSEs in the furniture and 

animal husbandry sectors in Belu Regency and the number of samples in this study 

amounted to 250 units of MSES consisting of 2 types of furniture and animal husbandry 
sectors. Data analyzed using path analysis model. The reults was found, both variables 

(human capital and social capital), will have a greater influence on the performance of 

MSEs if through entrepreneurial orientation variables. 

Keywords: Human capital, social capital, enterprenurial orientations, MSEs 

Performance. 

1   Introduction 

Micro Small Enterprises (MSEs) have a very important role in the economic growth of a 

country. With various characteristics possessed, MSEs are one of the types of businesses that 

are most able to survive in various financial crises. In addition, other characteristics that make 

MSEs very important in an economy especially developing countries are the majority of MSEs 

are labor-intensive businesses, found in all locations, especially in rural areas, more dependent 

on local raw materials, and the main providers of goods and services basic needs of low-

income or poor people.  

Based on the description above, MSEs is a type of business that is close to the lower 

middle class. MSEs are considered able to solve poverty problems, especially in less 

developed rural areas [1] [2] [3] [4] [5]. In the context of local economic development, MSES 

acts as a driving force. MSEs usually grow in rural areas and with relatively little capital 

needed and management that tends to be simple, MSEs can be the most suitable choice for the 

poor [1]. 

Although MSEs are sufficient with simple management, innovation is still needed to 

continue to grow and grow sustainably. The factor of the owner or leader has a very 

significant role in determining the direction of MSES business. In other words, entrepreneurial 

orientations are an absolute requirement for the success of MSES business in order to be able 

to grow and develop sustainably [6] [7] [8]. [9] suggests that there are specific dimensions of 

entrepreneurial orientations, namely innovativeness, proactiveness, and risk taking. 

ICSTI 2019, September 20, Yogyakarta, Indonesia
Copyright © 2020 EAI
DOI 10.4108/eai.20-9-2019.2292112



To be able to grow and develop sustainably, MSEs must manage well the three 

dimensions of entrepreneurial orientations. Innovations that continue to be made in improving 

the services or products produced, are proactive in meeting new changes and challenges, as 

well as the courage to take risks by seeing predetermined conditions and predictions to be so 

important in the success of a MSES business. 

In order to support entrepreneurial orientation in business, other aspects are needed. some 

aspects that are very instrumental in business are aspects of social capital and human capital. 

These two specs are the main aspects that have a very important role in a business. Aspects of 

social capital will provide benefits in the development of social networks. A strong social 

network will facilitate the information process so that it will open wider opportunities for 

MSEs. The extent of the source and accuracy of information is a valuable capital in the 

development of a business. Therefore, social networking becomes very important to gather all 

information that may be very important for the company. [10] Revealed that social networks 

which are part of social capital are very important resources for a business organization. 

Through social networks, information that may be very important for the organization can be 

obtained [11] [12].  

Human capital aspects have a very important contribution to the performance of a 

business [13] [14] . In short, human capital can be interpreted as the knowledge, skills, 

competencies, and attributes contained within an individual to facilitate the creation of 

personal, social and economic prosperity. In the context of business or non-business 

organization management, human capital can be interpreted as a process of individual 

development within the organization. Human capital is also a very important capital for 

business organizations in order to continue to grow and develop sustainably. Therefore, it is 

very important to continue to increase human capital in an organization. 

As one of the border regions of the Republic of Indonesia, Belu Regency, East Nusa 

Tenggara Province, is classified as a lagging region and is in dire need of an economic driving 

force. Poverty is still a major problem in Belu Regency. Poverty and a high level of 

unemployment make Belu Regency unable to develop the region to its full potential. MSEs 

have a very strategic role in the economic development process of Belu Regency. But until 

now, the MSES sector in Belu Regency still faces various obstacles in terms of productivity. 

MSES performance has not been optimally developed due to several factors including lack of 

infrastructure, competency of human resources, technology, synergy between lines etc. These 

factors which until now have made MSEs in Belu District have not achieved the expected 

performance. So that the contraction is an optimal economic drive for the region. 

The purpose of this study was to determine the effect of social capital and human capital 

on the performance of MSEs through entrepreneurial orientations in the Belu Regency, 

Indonesia. 

2   Literature Review 

2.1. Enterprenuerial Orientations And MSEs Performance 

 

Entrepreneurial orientation is a strategic resource of organizations with the potential to 

produce competitive advantage [15]. [16] defines entrepreneurial orientation as a corporate 

benefit strategy to be able to compete more effectively in the same market place. 

Entrepreneurial orientation can also be said to be a characteristic of the company because it 



reflects the company's behavior [9]. More specifically [9] introduced a specific dimension of 

entrepreneurial orientation over three indicators, namely innovativeness, proactiveness, and 

risk taking. Innovation can be interpreted as the tendency of companies to be involved and 

support in developing new ideas, novelty, experiments and creative processes that can produce 

new technology products, services, or processes [17]. While the proactive attitude refers to an 

attitude that aims to anticipate and act on the wishes and needs of the future in a competition 

that creates the advantage of the first mover when dealing with competitors [18]. And the 

courage to take risks refers to the tendency to take bold steps such as entering a new market / 

competition that has never been done before and allocating most of the company's resources to 

businesses that are not yet sure of results and or dare to add more capital loans to something 

greater [18].  

Entrepreneurial orientation is closely related to the performance of business 

organizations. Many studies have proven that Entrepreneurial orientation variables affect the 

performance of business organizations. 

Meanwhile, entrepreneurial orientation will also affect the performance of the company if 

combined with the ease of access to capital and a dynamic environment [19]. Other studies 

conducted by [20] reinforce that there is a significant relationship between entrepreneurial 

orientation determined by company performance. In this study, the indicator used to measure 

leadership orientation variables is innovativeness, proactiveness, and risk taking. 

 

2.2. Human Capital And MSEs Performance 

 

The aspect of human resources is a very important element in a business and non-business 

organization. The quality of human resources is crucial for the development and progress of 

the organization. To make a business organization develop, it is necessary to develop a 

sustainable human resource. It is in this situation that capitalism holds a key role in business 

organizations. According to [21] the term human capital has been defined as a key element in 

increasing company assets and employees to improve productivity as well as maintain 

competitive advantage. 

[22] Defines Human Capital as an effort to empower people with all the knowledge and 

skills needed to survive in a changing society. There are various definitions for interpreting 

huan capital. [23] Defines Human Capital as a concept that covers many dimensions and 

obtains points so that it becomes a fairly complex phenomenon. The European Commission 

defines Human Capital as knowledge, skills, competencies and attributes realized in 

individuals that facilitate personal, social and economic welfare. 

[24] Defines human cpaital with a slightly different term according to him, human capital 

relates to individual knowledge and capabilities that allow for changes in action and economic 

growth. Individual knowledge and abilities can be obtained from various approaches. Formal 

training and education are one of the approaches or mechanisms of human resource 

development [25]. 

Human capital is closely related to the performance of a business organization. Human 

capital allows businesses to continue to grow continuously. [26] In his theoretical study 

developing conceptual relationship models between variables of human capital and 

organizational performance. In this study, it is theoretically proven that human capital has an 

influence on organizational performance. Human capital must be well managed and 

coordinated in a human capital management. Human capital management has a very important 

role in organizational performance. In research conducted by [27] shows empirical evidence 

that human capital management has a significant impact on organizational performance. 



Other evidence that shows the link between human capital and company productivity can 

be seen in the research conducted by [28] in the study, using data obtained from a survey of 

Irish companies to estimate the impact of training (part of human capital) towards company 

productivity. The results showed a statistically significant positive correlation between 

training and company productivity. 

[29] Stated that the concept of human capital consists of a combination of employee 

competencies, employee attitudes and employee creativity. Human capital is also defined as 

the value of individual knowledge and talent in the organization which includes knowledge, 

capacity, competence, attitude, agility and intellectual creativity [26]. [30] Classify human 

capital in the form of competencies such as employee skills, knowledge and commitment such 

as loyalty to their work and company. Meanwhile [31]  proposes that human capital consists 

of elements which include education, business experience and level of motivation. In this 

study, human capital consists of indicators of training, education, knowledge and expertise. 

 

2.3. Social Capital And MSEs Performance 

 

Social capital can be defined as a set of informal values and norms that are shared among 

members of a community group that allows collaboration between them. Social capital itself is 

a capability that arises from a common belief in a society or in certain parts of it. [32]. [33] 

Define social capital as a relational resource that is inherent in cross-sectoral personal 

relations, which is very useful for individual development in the social community of the 

organization. Social capital is closely related to networks both individually and business. In a 

business context, social capital provides a network that allows opportunity discovery and 

identification, collection and allocation of scarce resources. Briefly, [34] suggest that social 

capital contributes to Entrepreneurial because with a high level of social capital can reduce 

transaction costs between actors, information search costs, bid costs, and costs decision-

making. 

[35] Defines that social capital has three main variables, namely trust, social norms and 

social networking. Social trust (trust) is further divided into individual, institutional and 

abstract systems. Social norms are important variables to maintain social relations. The norms 

found in society are rules that are made to maintain commitment, fulfill obligations and bonds 

in society. Social networking is a form of people and a group of people who are related 

directly or indirectly. Social relations are also related to communication found on social 

networks. 

Social capital is closely related to the performance of a business and non-business 

organization. [10] [11] Revealed that social networks which are part of social capital are very 

important resources for a business organization. Through social networks, information that 

may be very important for the organization can be obtained [11] [12]. Based on research 

conducted by [13] [36] [14] aspects of human capital have very important in the performance 

of a business. 

Parameters related to social capital [37] can consist of: Participation in the network of 

social organizations / work, trust among others, can be seen from, adherence to norms, seen 

from: level of obedience towards adopted norms, concern for others, and involvement in social 

organization activities. The social capital of its existence needs to be added to the dimensions 

of cooperation or cooperation. Social capital externally is influenced by mutual trust, mutual 

respect and mutual benefits. While internally social capital is influenced by the existence of 

values that live in the community. In this study, social capital variables will be measured using 

3 main indicators, namely: Trust, Social norms and social networks. 



2.4. Proposed Model Of Relationship Between Variables 

 

In this study, the effects of variables will be tested which have previously been developed 

based on theoretical studies. In this study involved 2 independent variables 1 intervening 

variable and 1 dependent variable. In detail, each variable and indicator can be seen in the 

following table:  
 

Table 1. Table Type Styles 

No. 
Types of 

variables 

Variables`s 

name 
Indicators 

1. Independents 

variables 

Human capital 

(HC) (X1)  

a. Training  

b. Education  

c. Knowledge  

d. Skills 
Social capital 

(HC) (X2) 

a. Trust  

b. Social norm 

c. Social networking 

Enterprenuerial 
orientations 

(E0)(X3) 

a. Innoasi 

b. Pro aktif 

c. Risk taking 
2. Dependent 

Variabel 

MSES 

Performance 

(Perform) (Y) 

a. Return on capital 

employed 

b. Earnings per share 

c. Sales growth  

 

Furthermore, a path and variable model is arranged based on theoretical studies. Path 

models and hypotheses developed can be seen in the following images: 

 
Fig. 1. Proposed of Path Model 

The hypothesis in this study are as follows: 

1. H1: Human Capital (X1) has a significant positive effect on Entrepreneurial Orientations 

(X3) 

2. H2: Social Capital (X2) has a significant positive effect on Entrepreneurial Orientations 

(X3) 

3. H3: Human Capital (X1) has a significant positive effect on the performance of MSES (Y) 

through the Enterprenuership Orientation (X3) 

4. H4: Social Capital (X2) has a significant positive effect on the performance of MSES (Y) 

through the Enterprenuership Orientation (X3) 



5. H5: Human Capital (X1) has a significant direct positive effect on the performance of 

MSEs (Y) 

6. H6: Social Capital (X2) has a significant direct positive effect on the performance of MSEs 

(Y) 

7. H7: Entrepreneurial Orientations (X3) has a significant positive effect on the performance 

of MSES (Y) 

2   Research Method 

This study uses a qualitative approach. The population in this study were all MSEs in the 

furniture and animal husbandry sectors in Belu Regency (the outer regions of Indonesia which 

bordered with  Republik Democratik Timor Leste), East Nusa Tenggara Province. The number 

of samples in this study amounted to 250 units of MSES consisting of 2 types of furniture and 

animal husbandry sectors. Data analyzed using path analysis model and processed using SPSS 

version 22 software. 

3   Results  

3.1. Fisrt Test 

 

In the first structure, testing the relationship between human capital (X1) and Social 

capital (X2) variabe with Enterprenuerial orientations (X3) is conducted. The results of the 

regression analysis between the variables Human Capital (X1) and Social Capital (X2) with 

Entreprenuer orientation (X3) can be seen in table 2:  

 
Table 2. Results Of Testing The Relationship Between The Variables Of Human Capital (X1) & Social 

Capital (X2) With Entrepreneur Orientations (X3) 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) 10.195 4.083  2.497 .013 

HC .448 .052 .445 2.564 .000 

SC .396 .057 .363 6.982 .000 
Dependent Variable: EO 

 

The data above shows that the sig value. for HC is 0,000 or less than 0.05 and tcount> t 

table or 2,564> 1,969 which means that the variable Human Capital (X1) has a significant 

positive effect on Entrepreneurial Orientations (X3)) so that based on statistical tests, the first 

hypothesis is accepted. 

The data above shows that the sig value. for social Capital (X2) is 0.000 or less than 0.005 

and tcount> ttable or 6.982> 1.969, which means that the Social capital (X2) variable has a 

significant positive effect on Entrepreneurial Orientations (X3) so that based on statistical 

tests, the second hypothesis is accepted. 

 

 



3.2. Second Test 

 

In the second test, testing the relationship between human capital (X1), Social capital 

(X2) and Entrepreneur orientations (X3) variants was carried out jointly on the performance of 

MSEs (Y). The results of the regression analysis of the relationship between human capital 

variants (X1), Social capital (X2) and Entrepreneur orientations (X3) together on the MSES 

Performance (Y) can be seen in table 3 below: 
 

Table 3. Results of testing the relationship between human capital (X1), Social capital (X2) and 
Entrepreneur orientations (X3) together on the performance of MSEs (Y) 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 8015.564 3 2671.855 233.496 .000b 

Residual 2814.936 246 11.443   

Total 10830.500 249    

a. Dependent Variable: Performa 

b. Predictors: (Constant), EO, SC, HC 

 

Based on the calculation results obtained by the value of Fcount = 233.496 with a 

significance of 0.000. So it can be concluded that there is a positive influence between Human 

Capital (X1) and Social Capital (X2) and Entrepreneur Orientations (X3) on the performance 

of MSEs. So that based on statistical tests, the third and fourth hypotheses are accepted. 

 

3.3. Third Test 

 

In this stage, testing the relationship between human capital (X1), Social capital (X2) and 

Enterprenuerial orientations (X3) variables partially on the performance of MSEs (Y). The 

results of the regression analysis of the relationship between human capital variabe (X1), 

Social capital (X2) and Entrepreneur orientations (X3) partially on the MSES Performance 

(Y) can be seen in the following table 4: 
 

Table 4. Results of testing the relationship between human capital (X1), Social capital (X2) and 

Enterprenuerial orientations (X3) partially on the performance of MSEs (Y) 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -.397 2.965  -.134 .894 

HC .196 .043 .193 1.593 .072 

SC .250 .044 .227 5.613 .000 

EO .574 .046 .769 12.575 .000 

a. Dependent Variable: Performa 

 

The data above shows that the sig value. for human capital is 0.072 or greater than 0.05 

and tcount <ttabel or 1.593 <1.969 means that the human capital variable does not directly 

affect the performance of MSEs so the fifth hypothesis is rejected. 

The data above shows that the sig value. for social capital is 0.000 or less than 0.005 and 

tcount> ttable or 5.613> 1.969 means that social capital variables directly affect the 

performance of MSEs so that the sixth hypotsis is accepted. 

 



The data above also shows that the sig value. for enterprenuerial orientations is 0.000 or 

less than 0.005 and tcount> ttable or 12.575> 1.969 means that the enterprenuerial orientations 

variable has a direct effect on the performance of MSEs so that the seventh hypothesis is 

accepted. 

 

3.4. Path Analysis Results 

After testing the model described in the previous section, the reconstruction of the causal 

relationship pathway between variables with one another is carried out. The construction of 

the path obtained based on the results of the analysis are as follows: 

 

Fig. 2. Statistical decomposition model 

The statistical decomposition obtained as presented in the figure above, there is an 

insignificant path coefficient that is between human capital and MSES performance (P4 = 

0.193), while the paths P1, P2, P3 and P5 are tested significantly, therefore the P4 path is 

removed, so not shown in the model, the new statistical decomposition model is as follows: 

 

Fig. 3. Statistical decomposition model 

By paying attention to Figure 3, we can then find out the direct and indirect relationships 

of each independent variable on the performance of MSEs. 

Discussion 

Based on statistical tests it is known that the variable human capital has a significant 

influence on Entrepreneurial orientation variables so that the first hypothesis is accepted. The 

results of this study also confirm research conducted by [38]. In this study it is known that 

human capital has a close influence on enterprenuer orientation. This research also confirms 



the research conducted by [39] which states that, human capital formed from education, has a 

strong influence on enterprenuer orientation. 

This study also shows that social capital variables have a significant influence on the 

variable enterprenuer orientation. This research is in line with research conducted by [40]. In 

this study, social capital variables proved to have a direct influence on the variable 

enterprenuerial orientations. In this study, social capital variables can provide a strong 

influence on the three domains of entrepreneurial orientation, namely innovation, risk taking 

and activity. This finding is in line with the theory of [34] suggests that social capital 

contributes to Entrepreneurial because with a high level of social capital can reduce 

transaction costs between actors, information search costs, bidding costs, and decision making 

costs. 

This study also found that there was a significant relationship between the variables of 

human capital, social capital and orientations towards the performance of MSEs. The variables 

of human capital, social capital and enterprenuerial orientations in this study proved jointly 

also have a significant influence on the performance of MSEs. This shows that these three 

variables have a very important role in the success of a MSES. But interestingly, in the partial 

analysis the three independent variables have a different impact on the performance of MSEs. 

Social capital variables and entrepreneur orientation are directly proven to have an effect 

on MSES performance. This is in line with research conducted by 

[4][1][20][13][36][42][14][43] which states that social capital and Entrepreneurial orientation 

provide important contributions to the success of a business organization. 

In partial testing, the variable human capital provides different results with the other two 

independent variables. In this study the variable human capital does not directly affect the 

performance of MSEs. In other words, in this study the variable human capital will only affect 

the performance of MSEs if through the variable enterprenuerial orientations. So that human 

capital will be very good if it is used to develop and improve Entrepreneurial orientations and 

will further contribute to the improvement of MSES performance. This actually also happens 

to social capital variables. Although social capital variables directly affect the performance of 

MSEs, if the socila capital variable through entrepreneurial variables or orientation will have a 

greater influence on the performance of MSEs. 

This finding also explains that any increase in human capital, will provide a significant 

change in the variable entrepreneurial orientation. 

4   Conclusion 

This study was found that the variables of human capital and social capital had a 

significant influence on the variables of entrepreneurial orientations. these three variables 

together also have a significant influence on the MSEs performance. But partially, human 

capital does not have a direct influence on the MSEs performance. While social capital and 

entrepreneurial orientations have a direct influence. However, both variables (human capital 

and social capital) will have a greater influence on the MSEs performance if through 

entrepreneurial orientation variables.  
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