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Small and medium-sized enterprises (SMEs) must improve their performance to remain
competitive in an unstable market, especially during the digital era and the COVID-19
pandemic crisis. This study investigates the influence of bank financing and government
support on SME performance, with entrepreneur competence as a mediator. Data were
collected from a sample of SMEs through questionnaires distributed to 115 owners and
interviews with SME stakeholders. The data were analyzed using factor analysis and principal
component analysis, followed by structural equation modeling (SEM) and the Partial Least
Square (PLS) program. The results show that bank financing and government support do not
directly affect SME performance, but entrepreneur competence mediates the relationship.

1. INTRODUCTION

Small and medium enterprise (SME) plays a significant role
in improving the economy, and has become one of the driving
forces of economic movement in Indonesia. According to
Mustikasari and Noviardy [1], SME is a pillar of the
Indonesian economy, and expanding this sector can contribute
significantly to national economic growth. With
approximately 99% of business activities in Indonesia being
represented by SME, and over 98% of these categorized as
micro-businesses [1], it is evident that SME is widely
dispersed across the country. To improve the economy, it is
important for the government to encourage the development
of SME and create a competitive advantage for them to
compete with other business sectors. However, it is a
challenging task to create a competitive advantage in the world
of SME. Business actors must be able to understand the
environment, consumer desires, and existing transformations
to compete effectively. Therefore, the continuous
development of SME must be encouraged and supported to
ensure they remain competitive and make a substantial
contribution to the economy.

According to data obtained from the Ministry of
Cooperatives and small and medium enterprises in Figure 1,
the number of SMEs in Indonesia has been on the rise every
year. However, there has been a decrease in the number in
2020 and 2021. In Southeast Sulawesi Province, data from
2019 to 2021 shows an increase in SMEs. However, when
comparing urban districts based on Ministry of Cooperatives
and SME data, Buton Selatan Regency had only 10 registered
SMEs, the lowest number. Furthermore, field data shows that
despite having a potential for development and support from
banks and the government, Buton Selatan Regency only has
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1,052 officially registered SMEs out of a total of 5,253 actors
who are experiencing development (Department of
Cooperatives and SME Buton Selatan, 2022).
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Figure 1. Quantity of SMEs development in Indonesia
Source: Ministry of Cooperatives and SMEs in 2022

The difference in SME data between Buton Selatan
Regency and the Ministry, as shown in Figure 2, can be
attributed to the constraints faced by the Newly Expanded
Regency, which affect SME development in the region.
Limited entrepreneurial competence, access to financing,
capital, and financial behavior also impact the willingness of
SME actors to obtain permits for their businesses.

Although limited access to financing is still a constraint for
SME, other data reveals that these sectors have relatively
sufficient access to financing. However, due to unilateral and
illogical policy issues, accessible funding cannot generate
vertical progress within the sector. Therefore, it is necessary
to identify mediation between government support and bank
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financing in underdeveloped or new expansion areas in
Indonesia as the focus of this study. In addition, the mediating
variable that plays a role between the financial capabilities of
banks and the government on the SME performance in this
study is the entrepreneurial competence.
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Figure 2. Data from the Ministry of Cooperatives and SMEs
for 2023

Entrepreneurial competence is the ability of business actors
to obtain, apply, and expand resources for business purposes
in a specific context [2]. When business owners and managers
develop their entrepreneurial competence, they can use
innovative methods to overcome company issues, enabling
them to leverage these difficulties [3]. As a result, highly
proficient entrepreneurs can improve their businesses, leading
to enhanced capabilities of SMEs [4].

According to Sefiani [5], SME performance is the outcome
of work carried out by an individual within the company,
through personal assignments over a specific period of time,
which must be aligned with the company's values and
standards. Therefore, this study assesses SMEs' performance
in terms of several factors, including profit, social expenditure,
extra work, and additional value-added output [6].

Measuring the performance of SME can be a challenging
and paradoxical task due to the diverse capabilities and
characteristics of each organization. Previous research has
suggested using financial indicators, but others have
emphasized the significance of non-financial indicators. While
financial quantification is crucial, it needs to be complemented
with other performance indicators to gain a comprehensive
understanding of the organization's overall performance [5, 6].
However, small businesses often lack the financial resources
required to provide an accurate and objective description of
their business results, making self-reporting criteria related to
competence factors necessary to measure their performance
[7]. This is particularly important if SME do not maintain their
records, as obtaining historical and objective data can become
difficult. Additionally, recorded financial data may not always
accurately reflect business performance from the owner's
perspective [5]. Therefore, this study quantifies SME
performance based on multiple factors, including profit,
additional work, social budget, and added value output [8].

Although there is a direct impact of entrepreneur
competence on SME performance that has been studied
extensively, including Bendary and Minyawi [8], Oraya and
Maina [9], the impact of mediation needs to be documented
categorically. Since the performance of SMEs is the benefit of
various aspects such as financial services and government
promotions, this aspect can be influenced by other mediating
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variables. This study investigates the lease—debt relationship
for Belgian small and medium-sized enterprises (SMEsS).
Traditional finance theory suggests that leases and corporate
debt are substitutes: both leases and debt are fixed, contractual
obligations that reduce the firm's debt capacity. More use of
leases should therefore be associated with less non-lease debt
financing. However, some empirical studies find that for large
firms, leases and debt are complements. A theoretical
explanation for this so-called “leasing puzzle” is based on the
tax advantage of leasing over debt. However, in Belgium, tax
differences between lessor and lessee do not affect the choice
between leases and debt, because the lessee is considered to be
the fiscal owner of the assets. He may write off these assets for
tax purposes, and the interest part of the lease payments are
deductible from his taxable income. Leases and debt can
therefore be expected to be substitutes.

Therefore, the specific objectives of this study are to
examine (1) the relationship between bank financing and SME
performance; (2) the impact of government support on SME
performance; (3) the impact of bank financing on entrepreneur
competence; (4) the impact of government support on
entrepreneur competence; (5) the impact of entrepreneur
competence on the performance of SMEs; (6) the impact of
entrepreneur competence mediation on the relationship
between bank financing and SME performance; (7) the impact
of entrepreneur competence mediation on the relationship
between performance of SME and government support.

2. LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

2.1 Bank financing on SME performance

Efforts to provide financial services to companies at
affordable prices are very important for the company's
operations. Ibor et al. [10] found that bank financial services,
such as loans, leasing, and letters of credit, have a positively
significant impact on the development and performance of
SMEs [11, 12]. In this study, the effect of bank financial
services on the SME performance is examined, with a
particular emphasis on leasing and letters of credit. These are
some of the additional external financing options for SMEs
because bank loans are known significantly impact SME
performance [13]. Several studies have shown that increasing
the quantity of loans supplied to companies significantly
improves SME performance. Ayuba and Zubairu [14] reported
a significant impact of bank loans on SME development. At
the national level, bank financing is not limited to traditional
interest-bearing loans but can also include interest-free loans,
factoring, leasing, and letters of credit [12].

Bank offers various financial services, one of which is a
letter of credit, which is a payment mechanism widely used in
business. It serves as a guarantee for the seller of goods or
services that the buyer will be able to pay the relevant amount.
However, a letter of credit can also be used as a financing
option for companies facing cash flow problems. With the help
of technology, some banks and beneficiaries now use
paperless letters of credit, which are a more efficient and
convenient alternative [15]. Any form of a letter of credit can
help promote international business. Furthermore, for local
purchases as well as small financial needs, SME owner-
managers are able to use bank-issued credit cards to purchase
goods or services over their account balance.



Another financial service offered by commercial banks is
leasing. Although leasing is frequently used as a source of
financing, there is a need for more research to be conducted,
particularly in developing countries, to better understand the
effects of leasing on SME performance [16]. Furthermore, the
SME capital structure literature has not given much
consideration to leasing [17]. Some literature has discussed
lease financing and corporate debt, which are considered as
indicators of a negative correlation between debt and lease
financing [17]. Empirical studies have shown that commercial
bank financing has a notable positive impact on SME
performance [10, 12, 14].

H1: The performance of SMEs is positively impacted by
bank financing

2.2 Government support on SME performance

To enhance SME performance, it is crucial to receive
government support. A conducive business environment,
which includes services like premises and marketing facilities,
can motivate the sector. The level of government support
directly affects the pace of SME development, as
demonstrated by previous research [18, 19]. Tax relief,
incentives, and proper supervisory structures are also essential
government support measures that positively impact SME
performance [5, 18, 20].

Although government intervention alone cannot be the sole
determinant of SME performance, it remains a significant
factor [21]. Companies require help from the government in
both financial as well as non-financial forms. For instance, if
there is no assistance from the government in the public-
private interaction, the motivation of the SME sector may
decrease, according to a report from the OECD in 2004. The
government may assist entrepreneurs in creating a platform
that encourages SME innovation [22]. Furthermore,
government support can be achieved by fostering a conducive
environment for healthy competition. According to Zhu et al.
[18], competition fairness, laws and regulations, as well as tax
burden are some areas of government support that impact SME
performance as perceived by owner-managers.

Furthermore, the importance of government support for
SME performance cannot be overstated, and one of the key
attributes that it offers is structure. This structure includes
authoritative social behavior guidelines, encompassing
systems, norms, as well as rules [23]. The government can
provide assistance to SME in establishing a comfortable
institutional structure and arrangements, which is essential for
their success, irrespective of the economic conditions [19].

H2: Government support has a positive impact on SME
performance

2.3 Entrepreneur competence on SME performance

Competence has been defined with two important meanings
by Boyatzis et al. [24], the behavior exhibited by an individual
and a minimum standard of performance. Furthermore,
competence is considered a fundamental trait that yields
successful action or improved work performance [24, 25].
Nevertheless, the tendency to attribute a halo effect to more
effective people can arise when competence is depicted as a
single construct [26]. Therefore, entrepreneurs should be
aware of their behavior's potential positive or negative impact,
and it is crucial to understand business success through
entrepreneurial competence [27-31].
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As Man et al. [3] reported, ten areas of entrepreneurial
competence were identified: capabilities in opportunity,
relationship, human, analysis, creativity, operationalization,
strategy, commitment, personal strength, and learning. The
attributes cited in the study are self-knowledge, persistence,
assertiveness, planning, independence, establishing networks,
and opportunity-seeking [30]. Additionally, risk-taking, as
well as initiation were recognized as key entrepreneur
competence traits that contribute to the success of an operator
[32]. These traits, including risk-taking, persuasion,
independence, and initiation, are commonly used to define
entrepreneurial competencies in various studies [3, 33-35].

The performance of SME is significantly influenced by
entrepreneurial competence [36, 37]. This competence not
only has a direct effect on SME performance but also acts as a
mediator between financial services as well as SME
performance. Specifically, the relationship between financial
services and SME development is partly mediated by
entrepreneurial competence [38]. Moreover, Sarwoko et al.
[39] revealed the role of entrepreneurial ability in mediating
the SME performance relationship, showing the significance
of this characteristic in predicting SME success.

H3: There is an influence of bank financing on entrepreneur
competence

H4: There is an influence of government support on
entrepreneur competence

H5: There is an influence of entrepreneur competence on
SME performance

H6: There is a mediating role for entrepreneur competence
in the relationship between bank financing and SME
performance

H7: There is a mediating role for entrepreneur competence
in the relationship between government support and SME
performance

3. RESEARCH METHODS
3.1 Research place

The study location is in areas especially in the stage of
development, such as Buton Selatan Regency as a new
expansion area in Indonesia.

3.2 Samples and data collection method

This study focuses on 1,549 SMEs that receive financial
assistance from banks and the government. The sampling
method used is purposive sampling, which involves selecting
sample members based on specific criteria [40]. According to
Williams et al. [41], determining the minimum number of
samples is calculated based on the formula, namely n = (5-10
x the number of indicators used), so the number of samples
used is 115 SMEs.

The distribution of questionnaires was sent directly and
online to each leader. In addition, the data obtained by
interviews are also used as a support and reinforcement of the
guestionnaire results.

3.3 Measures
SME performance is measured using three-item indicators

adapted from Lingesiya [42], Sefiani [5]. Entrepreneur
competence is measured using four items adapted from Kyndt



and Baert [43], Mishra and Zachary [44]. Bank financing is
measured using 3 item indicators adopted from Cd&mara and
Tuesta [11], Yazdanfar and Ohman [45]. Government support
also uses three indicator items adapted from Khanal et al.
[20], Zhu et al. [18] (Table 1).

Table 1. Variables measurement

Variables Indicators Sources
Profitability, social
SME engagement, and an Lingesiya [42],
Performance increase in Sefiani [5]
employees
Initiation,
Entrepreneur independence, Kyndt a_nd Baert
- [43], Mishra and
Competence persuasion, as well

Zachary [44]

Canara and Tuesta
[11], Yazdanfar
and Ohman [45].

as risk-taking

Loans, leases, and

Bank Financing letters of credit

Motivation, tax

Government breaks, and Khanal et al. [20],
Support institutional Zhu et al. [18]
structure

The response rate for the questionnaire distributed to all
respondents where we took 10 x the number of indicators so
that the number of targeted samples was 170 respondents.
However, of the 170 questionnaires distributed, only 115
(67.6%) were eligible for analysis, while 55 (32.4%)
respondents did not fill out the questionnaire. The action taken
to minimize non-response bias is to give the questionnaire
directly to the SME owner then all questionnaire items are
designed as exogenous variables in a 5-point Likert scale,
ranging from 1 (strongly disagree) to 5 (strongly agree)
designed to understand the dependent variable and mediation.

3.4 Data analysis technique

Factor analysis using principal component analysis and
structural equation modeling (SEM) using the PLS program
are the two methods used for data analysis. According to Kline
[46], A multivariate statistical method called PLS compares
numerous dependent and independent variables.

In terms of respondent gender, the data indicates that the
majority of SMEs in Buton Selatan Regency are led by
females. This means that improving the performance in Buton
Selatan Regency should take into consideration the female
gender as the dominant actors in the sector. Table 2 provides
descriptive data on the gender of the respondents.

Table 2. Respondents' descriptive based on gender

Gender Frequency Percentage (%)
Male 43 37.39

Female 72 62.61
Total 115 100

In this study, the educational level of respondents is a
significant factor that influences the capabilities and
competencies of human resources in fulfilling their duties and
responsibilities. The low level of education is identified as a
key reason for the underperformance of SMEs in Buton
Selatan Regency. For a detailed overview of the respondents'
education, refer to Table 3.
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Table 3. Respondents' descriptive based on education

Educational level Frequency Percentage (%)
SD (Elementary 14
School) 12.17
SMP (Middle School) 22 19.13
SMA (High School) 41 35.65
D3 (College) 21 18.26
S1 (University) 17 14.78
Total 115 100

Table 3 shows that SMEs with high school education
dominate the SMEs in Buton Selatan Regency. In contrast,
those with diploma/graduate level education are very few
because, based on facts in the field, people who have already
attended college prefer to look for other jobs, such as teachers
and other office workers outside the Buton Selatan Regency
area. The same is true for SMEs with elementary school
education as the fewest respondents. This shows that the lower
a person's education, the higher the fear of risk in running
SMEs, especially those related to bank financing.

In addition, the demographic factor of human resources that
is important and can be used as a benchmark for the
productivity capabilities of SMEs is the age of 31 — 40 years.
Descriptive data about the respondents' age is shown in Table
4.

Table 4. Respondents' descriptive by age

Age Frequency Percentage (%)
21 - 30 years 28 24.35
31 - 40 years 52 45.22
41 - 50 years 27 23.48
Over 50 years 8 6.96
Total 115 100

Individuals with a relatively young age tend to have better
physical endurance than those who are relatively old. Apart
from that, the category (age 31 — 40 years) is also a
characteristic of the Millennials generation, which has a very
independent personality, because they no longer have to
depend on others. However, this does not support SMEs in
Buton Selatan Regency to be more productive in business
administration or legality because only a small number of
SMEs are recorded in the Ministry of Cooperatives and Small
data Medium Enterprises, which indicates the need for further
research.

Table 5. Respondents' descriptive based on income

Revenue Frequency  Percentage (%)
<IDR 2,500,000 12 10.43
IDR 2,500,000 — IDR 38
5,000,000 33.04
IDR 5,000,000 — IDR 29
10,000,000 25.22
> IDR 10,000,000 36 31.30
Total 115 100

Based on the income in Table 5, it is dominated by types of
businesses in the medium category because the most income
is > IDR 10,000,000, namely 36 people. This means that the
income of SME actors in Buton Selatan Regency is greatly
influenced by the income earned, so they only take care of
some of the administration or legality of their business. This
can be a reference for further research on enhancing the SME
performance, especially in new expansion areas.



4. RESULTS AND DISCUSSION

Based on the PLS method analysis with help from
SmartPLS 3.3 software, the outer model measurement model
with reflective indicators has a validity value (loading above
0.5) of the constructs measured by convergent and
discriminant validity, while construct reliability is measured
by composite reliability. Table 6 shows the outcomes of the
quantification model testing.

The results of convergent validity are carried out by
checking the system's reliability, which is characterized by a
loading factor value > 0.7 which is said to be reliable. Table 7
shows the loading factor results.

Based on Table 6 it shows that all variables have a
Cronbach's Alpha coefficient value > 0.6 so that the indicators
for each variable are declared valid and can be used as a further
testing tool. The results of convergent validity are carried out
by checking the reliability of the system which is marked by a

loading factor value > 0.7 which is said to be reliable. Data
collection was carried out via an online survey developed
between August and December 2022. The measurement
variables and data collected were provisionally separated at
two different time points to avoid potential problems
associated with single informant bias and common methods.
The initial stage consisted of collecting answers given by SME
owners about the variables "bank financing channels,
government support, entrepreneurial competency and SME
performance”. This number of observations is sufficient to
achieve an acceptable level of statistical power using the PLS
technique.

The r-square (reliability indicator) of the dependent
construct and the t-statistic value of the path coefficient test
are examined in order to evaluate the suggested research
model. A better prediction model is one with a greater r-square
value. The path value coefficient plays a key role in the
hypothesis test.

Table 6. Construct validity and reliability

Cronbach's Alpha

rho_A Composite Reliability Average Variance Extracted (AVE)

Bank Financing 0.764 0.765
Entrepreneur Competence 0.898 0.904
Government Support 0.793 0.801
SMEs Performance 0.903 0.908

0.864 0.679
0.922 0.666
0.878 0.706
0.928 0.722

Table 7. Result for outer loadings

Bank Financing

Entrepreneur Competence

Government Support  SMEs Performance

BR1 0.796
BR2 0.800
BR3 0.874
EC1 0.781
EC2 0.857
EC3 0.880
EC4 0.860
EC5 0.741
EC6 0.765
GS1 0.807
GS2 0.854
GS3 0.859
PMSMEs1 0.831
PMSMEs2 0.834
PMSMEs3 0.787
PMSMEs4 0.915
PMSMEs5 0.875
Table 8. R-square value
R Square R Square Adjusted
Entrepreneur Competence 0.707 0.700
SMEs Performance 0.715 0.706
Table 9. Path coefficients
Hypothesis Original Sample Star]dqrd T _ P
Sample Mean Deviation statistics  values
Bank Financing = Entrepreneur Competence 0.579 0.583 0.053 11.007 0.000
Bank Financing 2 SMEs Performance 0.139 0.131 0.081 1.705 0.089
Entrepreneur Competence = SMEs Performance 0.627 0.623 0.088 7.089 0.000
Government Support = Entrepreneur Competence 0.363 0.355 0.067 5.379 0.000
Government Support - SMEs Performance 0.141 0.142 0.110 1.284 0.200
Bank Financing = Entrepreneur Competence - SMEs 0363 0.363 0.061 5939 0.000
Performance
Government Support = Entrepreneur Competence 2 SMEs 0228 0.222 0.056 4.085 0.000
Performance
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Table 8 presents the determination's coefficient through the
variance analysis (r5 to evaluate the independent variable
effect on the dependent variable based on the structural model
analysis.

The entrepreneur competence variable in this study has an
R-square value of 0.707, indicating that the relationship
between bank financing and government support can explain
70.7% of its variance. Meanwhile, other factors not covered in
this study affect the remaining 29.3% of the variation.
Furthermore, the R-square value of SME performance is
0.715, indicating that SME performance is influenced by bank
financing relationships, government support, and entrepreneur
competence by 71.5%, while other factors outside those
studied influence the remaining 28.5%.

Additionally, to determine the path coefficient's value, it is
imperative to conduct a hypothesis testing procedure by
executing the bootstrapping process. Table 9 presents the test
results for the hypothesis of this study.

The impact of bank financing on the performance of SMEs
is the focus of the first hypothesis, but is refuted by the results
of the hypothesis test. Specifically, the findings show that the
original sample estimate of the relationship between bank
financing and SME performance was 0.139. In addition, the t
statistic is 1.705 with a p value > 0.05. This shows that the
performance of SMEs is not directly affected by bank
financing. These results indicate that bank financing does not
directly affect the performance of SMEs. These findings reject
the results of research [10, 12, 14] that commercial bank
financing has a significant positive impact on SME
performance and support previous studies such as [47] which
showed that short-term loan funding from banks, leverage, and
fixed asset ratios have an effect negatively on company
performance. These results indicate that the relationship
between SME performance and banking financing for SME
actors in the regions at the new expansion stage has no direct
effect. This is also due to the existence of loans, leasing, and
letters of credit for SMEs which can put pressure on the return
on capital so that the focus of SMEs is no longer on
performance for sustainability but instead focuses on return on
venture capital. Therefore, it is expected that banks will
provide outreach to SMEs so that they understand carefully the
procedures and strategies for loan management. In addition, it
is also hoped that the government will pay attention to SMEs
in tax exemption so that SMEs can focus on business strategy.

The second hypothesis examines the effect of government
support on the performance of SMEs. The results of the
hypothesis test show that the original sample forecast of
government support for SME performance is 0.141, and the t-
statistic is 1.284. With a p value > 0.05, the second hypothesis
is also refuted, which shows that government support has no
direct effect on the performance of SMEs. These results reject
research [19, 21, 22] that government support can provide
success to SMEs, but this research is consistent with research
findings conducted by Zhu et al. [18], Sefiani [5], Khanal et
al. [20], Mishra and Zachary [44]. In addition, this finding is
in line with observations in the field that even though
government support for SME performance has increased from
year to year, it does not necessarily encourage business
improvement for SME players. This is because government
support in the form of motivation, tax breaks, and institutional
structures often comes in the form of grants which can lead to
complacency and a lack of creativity among SMEs. So that the
government needs to pay attention to additional support for
SMEs such as tax abolition, and motivation for reducing
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interest on loans to banks.

The third hypothesis examines the effect of bank financing
on entrepreneurial competence. The results showed that the
Original Sample Estimation of the Relationship between Bank
Financing and Entrepreneurial Competence was 0.579, while
the t-statistic was 11.007. The third hypothesis is accepted
because it can be concluded from these findings that the p-
value is less than 0.05. This shows that the relationship
between bank financing has a significant effect on
entrepreneurial competence. This finding is consistent with
Mohamad and Sidek [38]. In addition to theoretical support,
facts on the ground also show that every SME actor who has a
financing relationship with a bank can develop the ability to
take initiative, be independent, persuasive and dare to take
risks so that every year SME actors always submit
applications. additional cost of working capital. This means
that practically bank financing for SMEs in the new expansion
area (Buton Selatan Regency) can shape their entrepreneurial
competence. This needs to be the concern of the banking sector
that bank financing for SMEs is only for those who have
entrepreneurial competence.

The fourth hypothesis examines the effect of government
support on entrepreneurial competence. The results showed
that the initial sample estimate of government support for
entrepreneurial competence was 0.228 while the t-statistic was
5.379. The fourth hypothesis is accepted because the data
shows a p-value <0.05. This shows a significant influence of
government support on entrepreneurial competence. This
finding concurs with Mohamad and Sidek [38]. This finding
also illustrates that SMEs that receive support from the
government can also develop skills in initiation,
independence, persuasion, and risk taking for SMEs. Similar
to the third hypothesis, in the fourth hypothesis that practically
the government's support for SMEs in the new expansion area
(South Buton Regency) can shape their entrepreneurial
competence. This needs to be a concern of the government that
bank financing for SMEs is only given to those who have
entrepreneurial competence.

The fifth hypothesis examines the effect of entrepreneurial
competency on SME performance. The results showed that the
Original Sample Estimation of Entrepreneurial Competence
on SME Performance was 0.627, while the t-statistic was
7.089. Based on these findings, the fifth hypothesis is accepted
because the p-value > 0.05. This shows that entrepreneurial
competence has a strong influence on the performance of
SMEs. The results of this study also support the results of
research from Sarwoko et al. [39]. Facts in the field are based
on observations that SMEs in South Buton Regency who have
entrepreneurial competence in the form of initiative,
independence, confidence, and the courage to take risks can
experience an increase in their business profits and an increase
in the number of employees. This can provide additional
support for the findings of previous studies.

The sixth hypothesis examines the mediating effect of
entrepreneurial competence on the relationship between bank
financing and SME performance. The test results show that the
value of Specific Indirect Effects mediates entrepreneurial
competency on the relationship between bank financing and
SME performance of 0.363, and a t-statistic of 5.939 with a p-
value <0.05. This suggests the role of entrepreneurial skills in
moderating the relationship between bank financing and SME
performance. This analysis also supports the findings of
Mohamad and Sidek [38] that entrepreneurial competence
mediates the relationship between financial services and SME



growth. Furthermore, these results are also supported by the
facts on the ground that SMEs who have relationships with
banks can improve the performance of SMEs in terms of
profitability and available resources, provided that SMEs have
entrepreneurial competence. This means that from our
observations in the field, SMEs that receive financing from
banks and have entrepreneurial competence feel free from the
pressure of loans, leases and letters of credit, but their
businesses are growing.

The seventh hypothesis discusses the role of entrepreneur
competence in mediating the relationship between government
support and SME performance. The test results show that the
value of Specific Indirect Effects or the mediation path
coefficient of entrepreneurial competency on the relationship
between government support and SME performance is 0.363.
The t-statistic is 4.085, and the p-value is <0.05. These results
indicate that the relationship between government support and
SME performance is mediated by entrepreneurial competence.
This is in line with the observation that SMEs that have
received encouragement from the government have developed
and some have stagnated. Further investigation confirms that
only developing SMEs have entrepreneurial competence,
while those that are not developing do not, which is in line
with the second hypothesis. This finding is in line with
research by Sarwoko et al. [39] which shows that
entrepreneurial competence has a mediating effect on SME
performance. Furthermore, these results are also supported by
the facts on the ground that SMEs who receive government
support can improve the performance of SMEs in terms of
profitability and available resources, provided that SMEs have
entrepreneurial competence.

5. CONCLUSION

Based on the results of hypothesis testing conducted on 115
SME owners, it can be concluded that the impact of bank
financing and government support does not have a direct effect
on SME performance, but the relationship between bank
financing and government support has a significant effect on
entrepreneurial competence, then entrepreneurial competence
has a strong influence on performance. SMEs so that when
viewed from an indirect or mediating effect, it shows that the
relationship between bank financing and government support
on the performance of SMEs can be mediated by
entrepreneurial competence. This can provide an explanation
that the relationship between bank financing and government
support will affect the performance of SMEs if the SMEs have
entrepreneurial competence.

This research is predicted to accommodate various benefits
for related parties, such as:

1. For SME, this study can be used as a basis for improving
SME performance through training programs aimed at
enhancing the competence of business owners. Such
programs can help business owners to develop the
necessary entrepreneurial skills to achieve better business
performance. It is essential for every business actor to have
entrepreneurial competence, as this can lead to increased
sales, profits, and asset growth.

For the government and the bank, it can be used as a
reference for the government and banks in their efforts to
support SMEs by focusing on the development of
entrepreneur competence. Since the relationship between
the bank and the government does not have a direct impact
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on SME performance, it is essential to emphasize the role
of entrepreneur competence.

For academics, this research is expected to be applied to
enrich knowledge and complete the literature on other
influences that can mediate between bank relations and
government support on SME performance. Furthermore, it
is necessary to identify based on the characteristics of
business owners, especially the owner's age, SME's age,
ownership, and education, because the characteristics of
business owners also play a role in improving business
performance.
This study has limitations that need to be noted as follows:
1. This study involved a limited number of samples, which
means that the findings may not be applicable to SMEs in
other regions, particularly those in more developed areas.
Therefore, further research is required to obtain a larger
sample size and validate the results.

In light of the intense competition in the retail business, it
is crucial for the government to provide SMEs with
adequate facilities and communication channels related to
finance and training to enhance entrepreneur competence.
Specifically, SMEs should be encouraged to develop
creative ideas that can help them compete effectively in the
global market and maintain the sustainability of their
business.
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