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Abstract. Researchers and practitioners have become interested in the significance of 

performance in rural social businesses. This study's objective was to investigate the 

effects of social entrepreneurship and transformational leadership on the financial 

performance of rural firms, specifically those owned by villages. Furthermore, this study 

also examines the mediation of social performance. A total of 217 respondents, namely 

BUMDes managers, participated in this study using a questionnaire survey. Data analysis 

with SEM Warp PLS shows that transformational leadership and Social success and 

financial performance are both positively correlated with social entrepreneurial attitude. 

Additionally, this study supports the idea that social performance might act as a mediator 

between transformational leadership and a social entrepreneurial mindset and the 

financial performance of BUMDes. 

Keywords:  Transformational leadership, social entrepreneurship orientation, social 

performance, financial performance. 

1   Introduction 

The acceleration of economic development to lead to independence or sovereignty of the 

village economy is crucial and is always up-to-date for further study [1]. However, [2], and [3] 

argue otherwise, namely that any improvement efforts for rural or agricultural areas are 

challenging to achieve and may even fail. It is mainly due to meager capital holdings in the 

traditional sector. One step in developing villages must be made to strengthen rural economic 

institutions. 

Until now, rural economic institutions have remained an essential and weak point in 

efforts to realize village financial independence. One of the Government of Indonesia's top 

priorities is rural areas' social and economic development. 

Numerous studies at industrialized nations demonstrate that rural businesses do better 

than urban ones. In the UK, for instance, [4]  found that rural businesses were much better 

exporters of exportable goods and services. However, there are some flaws and obstacles in 

most industries and geographical areas. In China, village economic institutions called 

township-village enterprises (TVEs) play an active role in improving the village economy[5]. 

In Indonesia, since 2014, the Government has established a village economic institution 

called the Village Owned Enterprise (BUMDes). The function of BUMDes is an institution 

EBIC 2022, September 22, Medan, Indonesia
Copyright © 2024 EAI
DOI 10.4108/eai.22-9-2022.2337398



 

 

 

 

that can utilize all economic potential, economic institutions, and the prospect of natural and 

human resources. BUMDes, which serves as a social and commercial institution, is a 

foundation of economic activity in the community. By helping to provide social services, 

BUMDes, as a social institution, sided with the needs of the neighborhood. In the meantime, 

as commercial institution, it seeks to make money by supplying the market with local 

resources like goods and services[6][7]. 

Based on information from the Republic of Indonesia's Ministry of Villages, 

Development of Disadvantaged Regions, and Transmigration, Until 2021 BUMDes number 

reached 57,273, with details of 45,233 active BUMDes and 12,040 inactive BUMDes [8]. 

There are still many BUMdes that are not yet active, reflecting that the management of 

BUMdes is still having problems. Based on data from the village ministry, there are at least 

45,549 BUMDes in Indonesia. In this case, 4.8% of BUMDes are not running, and 36% are 

not contributing[9]. A study (Aeni, 2020) [11]also demonstrates that BUMdes management is 

still insufficient. 

Previous research on social enterprises has shown that transformational leadership is 

essential in improving organizational performance[12];[13][14]. A study (Ketprapakorn & 

Kantabutra, 2019)shows that transformational leadership affects social performance. This 

research is in line with[16], which supports using  transformational leadership to improve 

organizational performance However, contrary research conducted by [17]stated that 

Organizational performance is not impacted favorably by transformative leadership. 

In social organizations, the thing that is no less important is the orientation of social 

entrepreneurship [18][19]. Social entrepreneurship orientation embodies the fundamental goal 

of making a social impact, in which the behavior of social entrepreneurship orientation seeks 

to overcome problems in the social environment. previously conducted research by [20]; do 

Adro et al. (2021)shows that social entrepreneurship orientation affects business performance. 

On the other hand, findings[22] show that social and financial performance are not correlated 

in a positive way. 

This study investigates how social performance functions as a mediator. Previous 

research [15] shows that transformational leadership affects social performance. A 

study[20]shows that social entrepreneurship orientation affects social performance. However 

research on the relationship between social and financial performance 23] demonstrates that 

social performance is a crucial element in enhancing economic performance in social 

organizations. Therefore, this study examines how social performance is affected by social 

entrepreneurship and transformational leadership and financial performance and examines the 

mediation of social performance in BUMDes social organizations. 

Research on the effectiveness of social companies is still rarely conducted in Indonesia, 

particularly in the areas of leadership and entrepreneurial orientation. Therefore, this research 

is interesting to do. 

2    Literature Review and Hypothesis Development 

2.1  Transformational Leadership 

 

According (to Bass, 1985), in book[24] stated that when a leader inspires his or her 

followers to go above and beyond what they had originally meant to do, they are said to be 

exhibiting transformational leadership. The leader can influence and motivate followers by 



 

 

 

 

raising their awareness of the value of work achievements and urging them to put the 

organization or team's needs before their own. 

The term "transformational leadership" refers to an innovative leadership approach in 

which leaders focus on people, provide followers direction, and encourage progress through 

motivating inspiration [25]. 

 

2.2  Social Entrepreneurship Orientation 

 

In general, the goal of social entrepreneurship orientation is to integrate entrepreneurial 

processes and activities with a social mission. [26]. According to [20], The following 

behaviors make up an entrepreneurial activity known as "entrepreneurship orientation," which 

is motivated by the creation of social benefit: social innovation, social proactivity, social risk-

taking, and social nature—trying to solve problems in the social environment[27] to create 

positive results from prosocial activity that the the target of that behaviour, as well as the 

greater group of individuals, organizations, and the environment, can profit from [28]. For 

companies that adhere to the Social Entrepreneurship Orientation, the goal is to make 

maximizing social value a means of expanding the company's and society's overall prosperity. 

 

2.3  The Influence of Transformational Leadership on BUMDes Performance 

 

Transformational leaders are passionate about their work and can motivate and inspire 

others[14]. Many studies show that leaders with a transformational leadership style impact 

other employees and stakeholders to achieve above-average organizational performance [29]. 

All employees may exhibit higher levels of innovation under transformational leadership, and 

they may "inspire workers to higher levels of innovation and performance"[29]. Leaders that 

practice transformational leadership are viewed as change agents because they are inspiring, 

motivating, and visionary [14]. A study[15]shows that transformational leadership affects 

social performance. Transformational leadership has been shown to advance social 

organization ([12];[13][14]. 

 

H1a:  Transformational Leadership has positive effect on the social performance of BUMDes 

H1b:  Transformational Leadership has positive effect  on the Financial Performance of 

BUMDes 

 

2.4  The Influence of Social Entrepreneurship Orientation on BUMdes Performance 

 

Entrepreneurship is the company's ability to consistently look for new business 

opportunities to improve and grow plays a vital role in Entrepreneurship. Social 

entrepreneurship focuses on social organizations. According to[30], Social entrepreneurial 

orientation has indicators of innovation, risk-taking, proactive nature, and the degree of social 

nature.  Additionally, according to [31] social entrepreneurs should use resources like business 

owners to carry out operational tasks. In a social organization, this study shows a positive 

impact of partnership size, funding, innovation, Organizational structure, and transfer of 

information about social performance. The results show that social entrepreneurship 

orientation affects business performance ([20];[12];[32];[33];[34];[35];[36];[21][11]). 

 

H2a: Social entrepreneurship orientation has positive effect  the social performance of 

BUMDes 



 

 

 

 

H2b:  Social entrepreneurship orientation has positive effect on the financial performance of 

BUMDes 

 

2.5  The Influence  Social Performance on Financial Performance 

 

An international indicator of a company's social success is social responsibility [37]. 

Customers and staff satisfaction will both rise if a company actively practices environmental 

and social responsibility. 

Sustainability of satisfaction and the level of the company's reputation will ultimately 

result in more group customers and increased sales, additionally enhance the business's 

financial success. [38]; that is, In order to satisfy internal and external customers' expectations 

and needs, social responsibility [39]. Thus, considering customer rights and benefits, the 

connection between corporate performance and social performance is investigated. In doing 

so, it demonstrates how social performance will ultimately encourage economic performance 

improvement[40] . prior research Financial performance is correlated with social performance 

[41]. 

As a result, the following theory is proposed: 

 

H3:  Social performance has  positive effect on the financial performance of BUMDes 

 

2.6  Mediating Social Performance on the Relationship of Transformational Leadership 

with BUMDes' Financial Performance 

 

Transformational leadership is an approach to leadership that can change followers to 

overcome their interests by changing their ideals, morals, and values and motivating them to 

be better than expected [42]. Meanwhile, according to [43], Transformational leadership is 

where leaders inspire followers, improve employee performance and morality, and have a 

central role and strategy in bringing the organization to achieve its planned goals. The success 

and failure of an organization are primarily determined by its leaders and leadership. The 

decision to implement a task successfully or unsuccessfully rests with the leader [44]. As a 

result, this transformational leadership can improve the performance of followers. Research 

[16][45] supports that transformational leadership affects performance. 

Employees that are inspired to work in a positive environment will deliver better 

customer service, boost organizational performance, and generate profits. Transformational 

leadership can motivate employees to display behaviors that benefit the company and 

stakeholders[12]. From the explanation above, the following hypothesis is drawn; 

 

H4:  Social performance mediates the relationship between transformational leadership and 

BUMDes financial performance 

 

2.7  Mediation of Social Performance on the Relationship of Social Entrepreneurship 

Orientation with Financial Performance of BUMDes   

 

The orientation of social entrepreneurship is relatively high hybridity, involving the joint 

development of entrepreneurial opportunities that both the community and the business itself 

will benefit [46].. Not all social enterprises with a strong social premise are run and controlled 

by entrepreneurs. However, suppose they adopt a social entrepreneurial mindset and look for 

opportunities that could lead to both beneficial social benefits and financial gains for the 



 

 

 

 

company. In that case, these activities can resolve the tension between social and economic 

value logic[20]. Contrary to the traditional entrepreneurial orientation, which only follows a 

purely commercial institutional logic formed to maximize profits [47]. 

The social value proposition claims that, social entrepreneurial orientation creates social 

value related to economic creation [48]. High financial performance is the expected result of a 

hybrid company, which is driven by an attitude of social entrepreneurship orientation due to a 

strategic intention to engage in social entrepreneurship efforts that will provide value to the 

company [20]. Companies expect strategic social entrepreneurship orientation to achieve 

superior social performance, creating economic value [49]. Developing new markets and 

meeting unmet social needs is an attitude of social entrepreneurship orientation that makes 

social value and will ultimately generate economic wealth [19]. 

 

H5:  Social Performance mediates the relationship between social entrepreneurship orientation 

and BUMDes financial performance. 

3  Research Method 

3.1 Population and Sample 

 

BUMDes are the study's target population, located in Riau Province, by choosing two 

areas: Bengkalis Regency and Rokan Hilir Regency. BUMDes managers who participated in 

the survey as respondents included directors, secretaries, treasurers, and unit heads. 

In this study, a questionnaire survey was used as the primary method of data collecting. 

Research questionnaires were distributed directly to respondents at the research site and via 

google form for respondents who could not be found now. 

 

3.2  Variable Operational Definition 

 

All variables were measured using a 5-point Likert scale: one = Strongly Disagree to 5 = 

Strongly Agree. 

Table 1. Definition of Operational Variables 

No Variable Variable Definition Indicator 

1. (Dependent) 

BUMDes Financial 

Performance 

 

 

Performance achievement is 

measured by profitability, 

leverage, assets, and 

revenue/sales growth. The 

indicator uses the indicator 

from(Prime & Rifai, Ahmad, 

and Muwardi, 2014) 

 

Profit rate 

Income growth rate 

Productivity rate 

Capital increase 

 

2. (Independent) 

Social Entrepreneurship 

Orientation 

 

Entrepreneurial orientation is 

the propensity for entrepreneurs 

to innovate, take calculated 

risks, and actively seek out new 

opportunities.  (Liu et al., 2014)  

Innovative 

Risk-taking 

Proactive 

Social mission orientation 

Effective orientation 

Sustainability orientation 



 

 

 

 

No Variable Variable Definition Indicator 

3. (Independent) 

Transformational leadership 

Transformational leadership is 

the capacity to uplift and 

encourage subordinates to 

produce greater effects than 

anticipated. 

The questionnaire adapted 

by[52]  

Ideal charisma/influence 

Inspirational Motivation 

Intellectual Stimulation 

Individual Considerations 

4.  

Social Performance 

Sukarno (2008) stated that The 

company's social performance is 

a collection of results realized 

and refers to the act of carrying 

out and implementing a social 

responsibility expected of the 

company. 

Loyalty 

Market share 

Increase employee 

satisfaction 

Increase community 

satisfaction 

Improve the reputation of 

BUMDes 

 

3.3 Data Analysis Technique 

 

In this study, in testing the hypothesis, the researcher will use an analytical method, 

namely Structural Equation Modeling (SEM), using WarpPLS. WarpPLS analysis is an 

extension of PLS analysis. PLS is an effective analytical method since it can be used to all 

data scales, requires few assumptions, and A high sample size is not required. Aside from 

being useful for theory confirmation (hypothesis testing), PLS can also be used to create 

influences that do not have a theoretical basis or to test propositions. The WarpPLS program 

may find nonlinear connections between latent variables and adjust the path coefficient values 

in accordance with these connections [53]. [54] states that there are three mechanisms in the 

analysis of WarpPLS, namely the mechanism for estimating the outer model, inner model. 

4  Research Result 

Of the 300 questionnaires distributed, the questionnaires can be processed are 217. The 

details of the identities of the participating respondents are as follows 
  



 

 

 

 

Table 2. Characteristics of Respondents 

 
Frequency Percentage 

Gender 

Man 

160 74% 

Woman 57 26% 

TOTAL 217 100% 

Age Frequency Percentage 

<20 Years 1 0.4% 

21-30 Years 94 43.3% 

31-40 Years 77 35.4% 

41-50 Years 33 15.3% 

>50 Years 12 5.6% 

TOTAL 217 100% 

Education Frequency Percentage 

Junior High School 2 0.9% 

Senior High School 120 55% 

D1 1 0.4% 

D2 1 0.4% 

D3 14 6.4% 

D4 2 0.9% 

S1 72 33.1% 

S2 5 2% 

TOTAL 217 100% 

Length of work Frequency Percentage 

<1 Year 21 9.6% 

1-5 Years 180 84% 

6-10 Years 16 7.3% 

TOTAL 217 100% 

Position Frequency Percentage 

Director 128 59% 

Secretary 43 20.1% 

Treasurer 35 16.1% 

Supervisor 4 1.9% 

Unit Leader 7 2% 

TOTAL 217 100% 

Bumdes category Frequency Percentage 

Up 35 16% 

Develop 67 31% 

Grow 75 35% 

Base 40 18% 

TOTAL 217 100% 

 

4.1 Descriptive Statistics Test Results 

 

Descriptive statistical tests can be seen in Table 3 

    

  



 

 

 

 

 Table 3. Descriptive Statistics      

 N Minimum Maximum mean 
Std. 

Deviation 

Transformational 

leadership 
217 14.00 35.00 29.1567 3.50969 

Social 

entrepreneurship 

orientation 
217 16.00 40.00 32.2120 3,76402 

Social performance 
217 18.00 40.00 31.8065 4.29355 

Financial performance 217 10.00 20.00 15.8387 2,39729 

Valid n (listwise) 217     

 

The descriptive statistical test results demonstrate that the standard deviation value does 

not surpass the mean value, indicating that the data range is pretty excellent. 

 

4.2 Inner Model Test Results 

 

Validity Test Results 

 

Convergent and discriminant validity are used in validity testing. Using the loading 

factor to achieve convergent validity, which can be seen in Table 4 

 

Table 4. Convergent Validity 

 Transformational 

Lesdership (X1) 

Social 

Entrepreneurship 

Orientation (X2) 

Social 

Performance 

(Z) 

Financial 

Performance 

(Y) 

X11 (0.807) 0.106 -0.233 0.226 

X12 (0.861) -0.037 -0.097 0.025 

X13 (0.852) -0.017 0.042 -0.019 

X14 (0.865) -0.080 0.042 -0.061 

X15 (0.881) 0.020 0.104 -0.101 

X16 (0.853) -0.047 0.002 -0.004 

X17 (0.841) 0.062 0.126 -0.050 

X21 -0.006 (0.715) 0.148 -0.022 

X22 0.238 (0.806) -0.044 -0.011 

X23 -0.128 (0.763) 0.071 0.003 

X24 0.037 (0.757) -0.032 -0.144 

X25 -0.023 (0.818) -0.027 0.077 



 

 

 

 

 Transformational 

Lesdership (X1) 

Social 

Entrepreneurship 

Orientation (X2) 

Social 

Performance 

(Z) 

Financial 

Performance 

(Y) 

X26 -0.017 (0.761) -0.124 0.039 

X27 0.037 (0.706) 0.014 0.039 

X28 -0.159 (0.704) 0.008 0.016 

Y1 -0.003 0.019 -0.032 (0.911) 

Y2 -0.012 -0.020 -0.071 (0.920) 

Y3 -0.053 0.050 0.031 (0.881) 

Y4 0.098 -0.069 0.107 (0.622) 

Z1 0.145 0.101 (0.663) -0.066 

Z2 0.098 -0.040 (0.780) -0.118 

Z3 0.288 -0.053 (0.737) -0.050 

Z4 -0.339 -0.031 (0.714) 0.153 

Z5 -0.198 -0.011 (0.717) 0.147 

Z6 0.117 -0.086 (0.820) -0.013 

Z7 0.019 -0.069 (0.780) -0.067 

Z8 -0.151 0.217 (0.735) 0.029 

 

The test findings demonstrate that each indicator employed has a loading factor value 

more than 0.7, demonstrating convergent validity of the data [55]. The results of the cross-

loading discriminant validity test demonstrate that the variable indicator block has a greater 

loading value than the other blocks. This implies that discriminant validity is also met. In 

addition to the cross-loading discriminant validity test, it is also possible to use the correlation 

of latent variables compared to the AVE squared value. The correlation between latent 

variables can be seen in Table 5. 

Table 5. Correlation among LVs with square roots of AVE 

 X1 X2 Y Z 

X1 (0.852) 0.657 0.471 0.625 

X2 0.657 (0.755) 0.444 0.544 

Y 0.471 0.444 (0.842) 0.706 

Z 0.625 0.544 0.706 (0.745) 

 

The correlation between latent variables shows the squared value of AVE on the diagonal 

line is higher than the other correlations, which means discriminant validity is met (Fornell & 

Larcker, 1981). 

 

Reliability Test 

 

Reliability testing uses composite reliability and Cronbach alpha which can be seen in 

Table 6 
  



 

 

 

 

Table 6. Reliability and R-Square 

 X1 X2 Y Z 

R-squared   0.531 0.435 

Adj. R-Squared   0.524 0.429 

Composite reliable. 0.949 0.913 0.905 0.908 

Cronbach's alpha 0.937 0.891 0.856 0.884 

 

The reliability test results show that the Cronbach alpha value has a value > 0.7 and 

composite reliability > 0.9, which indicates that the variable has excellent reliability[55]. The 

next test is testing the inner model. 

 

4.3 Inner Model test results 

 

The first inner model test is to calculate R Square. R Square Z (Social Performance) 

shows a value of 0.435, indicating that the proportion of changes in social performance 

determined by the orientation of social entrepreneurship and transformational leadership is 

0.435; other variables influence the remaining 0.565. At the same time, the value of R square 

Y (financial performance) is 0.531, which indicates that the proportion of changes in financial 

performance is influenced by transformational leadership, social entrepreneurial orientation, 

and social performance of 0.531 or 53.1%. The remaining 0.469, or 46.9%, is influenced by 

additional variables not examined in this study.  The next test of the inner model is to look at 

the model fit and quality index. 

Table 7 lists three of the top model fit indices produced by WarpPLS: average path 

coefficient (APC), average R-squared (ARS), and average variance inflation factor (AFVIF). 

Table 7. Model Fit 

Model fit indicator Provision Results Information 

Average path 

coefficient (APC) 

p < 0.05 then good 0.299, P<0.001 Good 

Average R-squared 

(ARS 

p < 0.05 then good 0.483, P<0.001 Good 

Average block VIF 

(AVIF) 

AVIF < 5 then good 0.477, P<0.001 Good 

Tenenhaus GoF (GoF 0.1, medium >= 0.25, 

large >= 0.36 

0.556 Large 

 

Table 5 shows the criteria for fit models APC, ARS, AVIV, and GoF all have good 

standards so that the test can be continued in testing the hypothesis. 

 

4.4 Hypothesis Testing Results 

 

Comparing the p-value and path coefficient values is how hypotheses are tested. In Table 

8, the findings of the hypothesis test are shown. 

 

 



 

 

 

 

Table 8. Results of Hypothesis Testing 

Hypothesis Path 

Coefficient 

P Value Decision 

Transformational leadership has positive 

effect  on the social performance of 

BUMDes (H1a) 

0.481 <0.001 Accepted 

Social Entrepreneurship Orientation has 

positive effect  on Social Performance 

(H1b) 

0.238 <0.001 Accepted 

Transformational Leadership leadership 

has positive effect  on Financial 

Performance (H2a) 

0.024 0.360 Rejected 

Social Entrepreneurship Orientation 

leadership has positive effect  on 

Financial Performance (H2b) 

0.090 0.090 Rejected 

Social Performance leadership has 

positive effect  on financial performance 

(3) 

0.661 <0.001 Accepted 

Social performance mediates the 

relationship between transformational 

leadership and bumdes financial 

performance (H4) 

0.047 

 

<0.001 

 
Accepted 

Social Performance mediates the 

relationship between social 

entrepreneurship orientation and 

BUMDes financial performance(H5) 

0.045 <0.001 Accepted 

 

 

Fig 1. Structural Equation Model 



 

 

 

 

The Effect of Transformational Leadership on Social Performance of BUMDes 

 

According to the findings of testing Hypothesis 1a, the path coefficient value is 0.481 

and the P value is less than 0.01 (less than 0.05), which means the hypothesis can be accepted. 

The results of the study indicate that high levels of transformational leadership can enhance 

BUMDes' social performance because of the relationship between these two variables. 

BUMdes, a social organization that grows and develops during society, must be an open 

organization. BUMDes is a subsystem of its environment that can influence or be influenced 

by its environment[57]. Organizations are not only responsible for producing a product and 

service with good quality but also must be able to meet the needs of stakeholders (Jonker and 

White, 2004). 

Descriptive statistics show that transformational leadership is quite good. Support 

statement[29]that transformational leadership results in higher levels of innovation and 

effectiveness. Transformational leadership in BUMDes can inspire, motivate and have a vision 

to change stakeholder demands. 

The transformational leadership style in BUMdes can influence the development of 

viewing employees as assets. When employees are active and feel safe in their work, they will 

be emotionally committed to their organization and do more than expected ([15]. This 

research supports research[12];[13][14]which shows that transformational leadership affects 

social performance. 

 

The Effect of Transformational Leadership on BUMDes Financial Performance 

 

The results of hypothesis testing 1b show the path coefficient value0.024and P 

value0.360(> 0.05), which means that hypothesis 1b is rejected. The test results show that 

transformational leadership does not directly affect the financial performance of BUMdes. 

Descriptive statistics show that transformational leadership in BUMDes is quite good. 

However, transformational leadership cannot improve the financial performance of BUMdes. 

Although the BUMdes managers have a transformational leadership spirit, they do not. It 

seems that BUMdes managers have not fully implemented this leadership trait. In their 

financial management, they do not directly impact the financial performance of BUMDes. In 

addition, there has not been a complete harmonization of cooperation, coordination, and good 

communication in the management of BUMdes. Interviews with BUMDes managers revealed 

that the lack of collaboration between the village administration and BUMdes managers 

limited BUMDes management, making it difficult to adopt innovation and creativity. The 

findings of this study are also similar with the findings of another study  [58] that Buleleng 

Regency has been unable to boost village income. 

  

The Effect of Social Entrepreneurship Orientation on Social Performance 

 

According to the findings of testing Hypothesis 2a, the path coefficient value is 0.238 

and the P value is less than 0.01 (less than 0.05). It means that the hypothesis can be accepted, 

namely that social entrepreneurial orientation affects the social performance of 

BUMDes.Social performance is the social impact an organization produces from prosocial 

attitudes enjoyed by the organization's community or other communities at large. (Rawhouser 

et al., 2017). In generating the impact of social entrepreneurship, the number of stakeholders 

involved is usually higher than in pure entrepreneurship, such as beneficiaries, volunteers, and 

customers[27] [18]. 



 

 

 

 

BUMDes managers with a high social entrepreneurial orientation will take risks 

proactively, developing new initiatives to deal with social problems in a sustainable manner. 

The creation of new BUMdes products and services as a result of innovations can directly 

contribute to solving social issues and sustainable competitive advantage for the organization. 

Support statement[59]that organizational innovation can solve social problems. Social 

entrepreneurship requires innovations to encourage new ways to meet social demands[60][61]. 

This study supports research showing that social entrepreneurial orientation increases social 

performance [20];[12] 

 

The Effect of Social Entrepreneurship Orientation on the Financial Performance of 

BUMdes 

 

According to the findings of hypothesis testing 2b, hypothesis 2b is rejected since the 

path coefficient value is 0.90 and the P value is 0.90 (> 0.05). The test results show that social 

entrepreneurship orientation does not directly affect the financial performance of BUMdes. 

The results of descriptive statistics show that the BUMdes managers have a relatively good 

social entrepreneurship orientation but have not improved the financial performance of 

BUMDes. [30]states that social entrepreneurial orientation has indicators of innovation, risk-

taking, proactive nature, and the degree of social nature. Although the BUMdes managers 

have a reasonably good social entrepreneurship orientation, they have not been able to fully 

implement their social entrepreneurial spirit. A small number can see it as business units 

owned by BUMdes. There are even 7 BUMDes that do not yet have a business unit. Business 

units that have not been appropriately managed impact BUMde's income. 

 

The Effect  of Social Performance on BUMDes  financial performance 

 

The results of testing hypothesis 3 show that the path coefficient value is 0.238 and the P 

value < 0.01 (< 0.05). It means that the hypothesis—that social entrepreneurial orientation 

influences BUMDes' social performance—can be accepted. 

Social performance, according to [62], is the interaction of social responsibility concepts, 

social responsibility processes, and policies to address social challenges that have been 

generated. Not quite enough, an indicator of a company's social performance is its 

commitment to social responsibility [37]. Social responsibility is a unified policy, action, and 

program. It is applied in business operations, supplies, and decision-making processes and 

generally includes issues relating to business ethics, investment, society, environment-related 

issues, governance, human rights, and the work environment [63]. 

This study demonstrates that social responsibility in BUMDes will improve employee 

and customer satisfaction, as well as the level of corporate reputation. It will also result in 

more customer groups and increased sales, which will ultimately have an impact on the firm's 

financial success. [38]. Previous research by  [23]shows the connection between social 

performance and financial performance.. 

 

Mediation of Social Performance on the Relationship of Social Entrepreneurship 

Orientation with Financial Performance of BUMDes 

 

The outcomes of hypothesis testing 2b demonstrate the path coefficient value 0.661 and 

P value<0.001(<0.05), which confirms that 2b is a valid hypothesis. The test findings 

demonstrate how social performance impacts BUMDes' financial performance. 



 

 

 

 

From the results of this test, it can also be interpreted that social entrepreneurial 

orientation affects financial performance without the mediation of social performance 

variables. Social entrepreneurship's focus on financial performance and social performance as 

a mediation of that relationship turned out to be meditating. Mediation means that social 

performance influences the development of entrepreneurial opportunities in social enterprises. 

And social entrepreneurial orientation affects the hybrid companies that are predicted to 

perform well financially, which are driven by social entrepreneurial orientation attitudes 

because of the planned intent to engage in social entrepreneurship activities that will benefit 

the company [20]. 

This research is consistent with the research [64] social performance mediates the link 

between social entrepreneurial attitude and effectiveness. 

 

Mediation of Social Performance on the Relationship of Transformational Leadership 

with BUMDes' Financial Performance 

 

The results of hypothesis testing 2b show the path coefficient value0.661and P 

value<0.001(<0.05), which means that hypothesis 3 is accepted. The test results show that 

social performance affects the financial performance of BUMDes. 

From the results of this test, it can also be interpreted that transformational leadership 

will still be able to significantly affect financial performance without the mediation of social 

performance variables. It turned out that there is a mediation between the effects of 

transformative leadership on both financial and social performance. Mediation means that the 

social version influences the formation of a leader responsible for the success and failure of 

implementing a job. As a result, this transformational leadership can improve the performance 

of followers. This research supports privious research [12];[13][14] that transformational 

leadership affects performance. 

5 Conclusion 

BUMDes as a social enterprise has become necessary in improving the community's 

economy, especially in rural areas. This study aims to look into the impact of social 

entrepreneurship and transformational leadership on the financial performance of BUMDes. , 

and the part of social performance in mediating the effect of transformational leadership and 

social entrepreneurial direction on the financial performance of BUMDes. The results of this 

study conclude that transformational leadership and social entrepreneurship orientation 

directly affect social performance and have no direct impact on improving the financial 

performance of BUMDes. The study's findings revealed that social performance can serve as a 

mediator between social entrepreneurialism and transformational leadership in terms of their 

influence on BUMDes' financial performance. 

This study still has several limitations. Namely, it can only collect data in two districts in 

Riau Province and is still testing factors affecting social and financial performance. Therefore, 

further research can be conducted in the broader area to look at potential performance 

influences on BUMDes social enterprises, such as external pressure. 

This research has contributed to supporting the RBV theory that performance 

improvement can occur in terms of transformational leadership and social entrepreneurship 

orientation. This research proves that transformational leadership and social entrepreneurship 



 

 

 

 

can improve social performance. Therefore, to enhance performance, BUMDes, BUMdes can 

provide entrepreneurial leadership training to BUMDes managers. 
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