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Abstract

This study aims to analyze and determine the influence of Human Capital and Social Capital on the performance of
Micro, Small, and Medium Enterprises (MSMESs) in Medan City, with Financial Access serving as a moderating
variable. The independent variables in this study are Human Capital and Social Capital, while the dependent variable
is MSME performance. The research uses primary data collected from 100 respondents. Data collection methods
include interviews, observations, and questionnaires, and the data were analyzed using Structural Equation Modeling
(SEM) approach with the Smart PLS 4 software. The result show that Human Capital has a positive but not significant
effect on the performance of MSMESs in Medan City. Social Capital has a positive and significant effect on MSME
performance. Financial Access has a positive and significant effect on MSME performance in Medan. However,
Financial Access does not function as a moderating variable in the relationship between Human Capital and MSME
performance, nor in the relationship between Social Capital and MSME performance.
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INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) have a strategic role in the Indonesian economy, especially
in creating jobs, increasing people's income, and encouraging regional economic growth. In the city of Medan,
MSMEs are one of the leading sectors that contribute significantly to local economic activities. However, the
development of MSME:s still faces various challenges, especially in improving business performance in the midst of
increasingly fierce competition and the dynamics of the business environment that continue to change. The
performance of MSMEs is influenced by various factors, both internal and external. One of the important internal
factors is human capital, which reflects the abilities, knowledge, skills, and experience possessed by business actors.
Quality human capital allows MSME actors to manage their businesses more effectively, innovate, and increase
competitiveness. However, in practice, not all MSME actors have adequate human resource capacity, resulting in
low productivity and business performance.

In addition to human capital, external factors such as social capital also have an important role in supporting
the success of MSMESs. Social capital is related to social networks, beliefs, norms, and relationships between business
actors that can provide access to information, business opportunities, and other resources. A strong network can help
MSME players in expanding the market, increasing collaboration, and reducing uncertainty in running a business.
However, the effectiveness of social capital is highly dependent on the quality of the network and the ability of
business actors to make optimal use of it. On the other hand, one of the main obstacles often faced by MSMEs is
limited access to financing sources or financial access. Limited access to finance can hinder business development,
including in terms of expansion, product innovation, and increased production capacity. Therefore, financial access
not only plays a supporting role, but also has the potential to strengthen the relationship between human capital and
social capital on the performance of MSMEs. Although various studies have examined the influence of human capital
and social capital on the performance of MSMEs, the results obtained still show inconsistencies. Some studies have
found that both variables have a positive and significant effect on business performance, while other studies show
insignificant results. In addition, the role of financial access as a moderation variable is also still a debate, with some
studies finding a moderation effect, while others do not.
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Furthermore, most of the previous research was conducted in different regional contexts, so the results could
not necessarily be generalized to specific local contexts, including Medan City. This shows the need to conduct more
contextual research by considering the characteristics of MSMEs in the area. Based on this description, there is a
research gap that needs to be studied further, namely related to the inconsistency of research results regarding the
influence of human capital and social capital on the performance of MSMEs, as well as the role of financial access
as a moderation variable in the relationship. Therefore, this study aims to analyze the influence of human capital and
social capital on the performance of MSMEs, as well as examine the role of financial access as a moderation variable
in MSMEs in the city of Medan. This research is expected to contribute both theoretically and practically.
Theoretically, this study enriches the literature on factors that affect the performance of MSMEs, especially in the
integration of human capital, social capital, and financial access. Practically, the results of this research are expected
to be considered for MSME actors and policy makers in formulating more effective MSME development strategies.

LITERATURE REVIEW
2.1 Human Capital and MSME Performance

Human capital is one of the main determinants in improving business performance, especially in the Micro,
Small, and Medium Enterprises (MSMESs) sector. The concept of human capital emphasizes investing in individual
education, skills, experience, and competencies that can improve the productivity and performance of the
organization. In the context of MSMEs, human capital not only reflects the technical capabilities of business actors,
but also includes managerial skills, innovation, and strategic decision-making. Previous research has shown that
human capital has a positive contribution to business performance. MSME actors with higher levels of education
and skills tend to be able to manage their businesses more effectively, adapt to market changes, and create sustainable
innovations. However, some studies have found that the influence of human capital is not always significant,
especially in micro-scale businesses that rely more on practical experience than formal education. This shows that
the effectiveness of human capital is greatly influenced by the business context and the individual's ability to
implement the knowledge they have. In addition, criticism of the concept of human capital emphasizes that increasing
individual capacity is not always directly proportional to improving business performance if it is not supported by
access to other resources. Thus, human capital needs to be seen as part of a broader system in the MSME ecosystem.

2.2 Social Capital and MSME Performance

In addition to internal factors, the success of MSME:s is also influenced by external factors, one of which is
social capital. Social capital refers to social networks, beliefs, norms, and reciprocal relationships that allow
cooperation and exchange of resources between individuals and groups. In the context of MSMEs, social capital
plays a role in expanding access to market information, business opportunities, and resources that are not always
formally available. A strong social network can increase trust between business actors and business partners, making
transactions and collaboration easier. In addition, social capital also functions as an informal mechanism in reducing
uncertainty and business risks. A number of studies show that social capital has a positive effect on the performance
of MSMEs. However, there are also findings that show that not all forms of social networks have a significant impact.
The quality of the relationship, the level of trust, and the ability of business actors to utilize the network are the main
determining factors. In other words, social capital that is not managed properly can actually become a burden, for
example in the form of excessive social obligations.

2.3 Financial Access as a Determining Factor for MSME Performance

Access to financial access is one of the main challenges faced by MSMEs, especially in developing countries.
Limited access to formal financial institutions often hinders business actors in developing their businesses, both in
terms of business expansion, product innovation, and production capacity building. Financial access reflects the ease
of business actors in obtaining funding sources, both from formal financial institutions such as banks and informal
financing sources. MSMEs that have good access to finance tend to have higher flexibility in managing cash flow
and dealing with market dynamics. Previous research has generally shown that financial access has a positive effect
on the performance of MSMEs. However, there is still a gap between the need for financing and the availability of
access to finance, caused by various factors such as limited collateral, low financial literacy, and complex banking
procedures. This shows that financial access is not only a supporting factor, but also a structural obstacle in the
development of MSME:s.
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2.4 The Role of Financial Access Moderation

In the development of the literature, financial access is not only positioned as an independent variable, but
also as a moderation variable that can strengthen or weaken the relationship between human capital and social capital
on the performance of MSMEs. Theoretically, financial access can strengthen the influence of human capital because
business actors who have high competence will be better able to utilize financing sources optimally. Similarly,
financial access can strengthen the role of social capital, where extensive social networks can facilitate access to
sources of financing. However, the results of empirical research show that there are inconsistencies. Several studies
have found that financial access is able to strengthen the relationship between social capital and business
performance, but it is not significant in moderating the relationship between human capital. This indicates that access
to finance is more effective in strengthening external relationships than the internal capacity of individuals. This
inconsistency shows that the role of financial access moderation still needs further testing, especially in the context
of MSMEs in certain regions.

2.5 Research Gap and Research Position

Based on the literature review that has been described, there are several research gaps that are the basis for
this study. First, the results of research related to the influence of human capital and social capital on the performance
of MSMEs still show inconsistencies. Second, the role of financial access as a moderation variable has not provided
conclusive results and is still a debate in the literature. Third, most of the research was conducted in different regional
contexts, so testing in more specific local contexts was needed. Therefore, this study integrates human capital, social
capital, and financial access in one research model to analyze its influence on the performance of MSMEs in the city
of Medan. This approach is expected to provide a more comprehensive understanding of the factors that affect the
performance of MSMEs, as well as fill gaps in the existing literature.

METHOD
3.1 Research Design

This study uses a quantitative approach with an explanatory design that aims to examine the causal relationship
between human capital, social capital, and MSME performance, as well as the role of financial access as a moderation
variable.

3.2 Population and Sample

The population of this study is Micro, Small, and Medium Enterprises (MSMEs) in Medan City. The sampling
technique uses purposive sampling, with the criteria of business actors who have been actively running a business
for at least one year and are willing to be research respondents.

3.3 Data Collection Techniques
The data used in this study is primary data obtained through the distribution of questionnaires to MSME actors.
The research instrument used a 5-point Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree).

3.4 Variable Measurement
This study involved four main variables, namely:
1. Human Capital (X1): measured through indicators of education, skills, experience, and innovation ability
2. Social Capital (X2): measured through social networks, beliefs, social norms, and cooperation
3. Financial Access (Z): measured by ease of access to funding sources
4. MSME (Y) performance: measured through business growth, revenue increase, and business sustainability
All indicators were adapted from previous research and adjusted to the context of MSME:s.

3.5 Data Analysis Techniques

The analysis method used in this study is Structural Equation Modelling (SEM) based on Partial Least Squares
(PLS) with the help of SmartPLS 4 software.

The SEM-PLS method was chosen because it is able to analyze the relationship between latent variables
simultaneously and does not require strict normal data distribution.

The analysis was carried out in two stages, namely:

1. Evaluation of Measurement Models (Outer Model)

This evaluation aims to test the validity and reliability of constructs, including:
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a. Convergent validity (loading factor > 0.70; AVE > 0.50)
b. Discriminant validity (Fornell-Larcker or HTMT criteria)
c. Construct reliability (Composite Reliability and Cronbach's Alpha > 0.70)

2. Evaluation of Structural Models (Inner Model)
This evaluation was carried out to test the relationship between variables, including:
a. Coefficient of determination (R?)
b. Path coefficient
c. Significance test (bootstrapping)

3.6 Moderation Test

The moderation variable test is carried out by forming interaction variables, namely:

1. Human Capital x Financial Access

2. Social Capital x Financial Access

The influence of interaction variables on MSME performance was analyzed using the bootstrapping technique
in SEM-PLS.
3.7 Research Ethics

This research was conducted by paying attention to ethical principles, where all respondents participated
voluntarily. The data obtained is kept confidential and is only used for academic purposes.

RESULTS AND DISCUSSION
RESULT
4.1 Evaluation of Measurement Models (Outer Model)

Evaluation of the measurement model was carried out to test the validity and reliability of the construct. The
test results showed that all indicators had an outer loading value above 0.70, thus meeting the criteria for convergent
validity.

In addition, the Average Variance Extracted (AVE) value for each variable is also above 0.50, and the
Composite Reliability and Cronbach's Alpha values are above 0.70. This shows that all constructs in this study are
valid and reliable.

Table 1. Construct Validity and Reliability Test Results

Variable AVE Composite Cronbach's Remarks
Reliability Alpha

Human Capital | >0.50 >0.70 >0.70 Valid &
Reliable

Social Capital >0.50 >0.70 >0.70 Valid &
Reliable

Financial >0.50 >0.70 >0.70 Valid &
Access Reliable
MSME >0.50 >0.70 >0.70 Valid &
Performance Reliable

Furthermore, the discriminant validity test using the Fornell-Larcker criterion shows that each construct has a
higher value compared to its correlation to other constructs, so the model is declared to meet the discriminant validity.

4.2 Evaluation of Structural Models (Inner Model)
Structural model evaluation was carried out to determine the model's ability to explain endogenous variables.
Table 2. R-Square Value
Dependent Variable R-Square Categories
MSME Performance 0,596 Moderate

The R-Square value of 0.596 shows that the variables of human capital, social capital, and financial access are
able to explain 59.6% of the variation in MSME performance, while the remaining 40.4% is influenced by other
variables outside the research model.
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4.3 Hypothesis Test
Hypothesis testing was carried out by looking at the path coefficient values, t-statistics, and p-values from
bootstrapping.
Table 3. Hypothesis Test Results (Path Coefficient)

Variable Relationships Coefficients T- P- Remarks
Statistic Value
Human Capital - MSME Performance (G3) <1.96 >0.05 Insignificant
Social Capital - MSME Performance (G3) >1.96 <0.05 Significant
Financial Access = MSME Performance 0,402 >1.96 <0.05 Significant
Human Capital x Financial Access > MSME Performance | -0,014 <1.96 >0.05 Insignificant
Social Capital x Financial Access > MSME Performance | -0,110 <1.96 >0.05 Insignificant

4.4 Interpretation of Results

The results of the study show that human capital has a positive influence on the performance of MSMEs, but
it is not significant. This indicates that improving the quality of human resources has not directly impacted the
improvement of business performance. On the contrary, social capital has been proven to have a positive and
significant influence on the performance of MSMESs. This shows that social networks, trust, and cooperation between
business actors have an important role in improving business performance. Furthermore, financial access also has a
positive and significant effect on the performance of MSMEs. This means that easy access to financing sources is an
important factor in encouraging business growth and sustainability. However, the results of the moderation test show
that financial access is not able to moderate the relationship between human capital and social capital on the
performance of MSMEs. This is indicated by the value of the interaction coefficient that is not significant.

4.5 Summary of Findings
Overall, the study found that:
1. Human capital does not have a significant effect on the performance of MSMEs
2. Social capital has a positive and significant effect on the performance of MSMEs
3. Financial access has a positive and significant effect on the performance of MSMEs
4. Financial access does not play a role as a moderation variable

DISCUSSION
5.1 The Influence of Human Capital on MSME Performance

The results of the study show that human capital has a positive but not significant effect on the performance
of MSMEs. These findings indicate that improving individual aspects such as education, skills, and experience has
not been able to directly improve business performance. Theoretically, hiuman capital should be an important factor
in increasing business productivity and competitiveness. However, in the context of MSMEs in the city of Medan,
these results show that the quality of human resources has not been fully optimized in business management. This
can be due to limitations in the application of knowledge into business practices, low managerial skills, and a lack
of training oriented to market needs. This finding is in line with several previous studies that stated that hAuman
capital does not always have a significant impact on business performance, especially in the MSME sector which is
still traditional and not yet innovation-based. Thus, it can be concluded that ~zuman capital in this context has not yet
become the dominant factor in determining business success.

5.2 The Influence of Social Capital on MSME Performance

In contrast to human capital, the results of the study show that social capital has a positive and significant
effect on the performance of MSMEs. This shows that social networks, trust, and relationships between business
actors have a strategic role in improving business performance. In practice, MSME actors tend to rely on social
relationships to obtain market information, customer access, and support in running a business. The high level of
trust and cooperation allows for more effective exchange of information and resources. These findings strengthen
the social capital theory that social networks are an important asset in improving organizational performance,
especially in small-scale businesses that have limited resources. In addition, these results are also consistent with
previous research that shows that social capital plays a significant role in increasing the success of MSMEs. Thus,
it can be concluded that in the context of MSMEs in Medan City, external factors in the form of social relationships
are more influential than individual internal factors.
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5.3 The Effect of Financial Access on MSME Performance

The results of the study show that financial access has a positive and significant effect on the performance of
MSME:s. This shows that the ease of accessing financing sources is a key factor in improving business performance.
Access to financing allows MSME actors to increase production capacity, expand their business, and improve the
quality of products and services. In many cases, limited capital is the main obstacle for MSMEs to grow, so the
existence of adequate access to finance is very important. These findings are in line with financial theory that access
to financial resources is one of the main determinants of business growth. In addition, these results are also supported
by various previous studies that show that financial access has a significant influence on the performance of MSME:s.
Thus, it can be emphasized that financial access is a crucial factor in supporting the sustainability and growth of
MSMEs.

5.4 The Role of Financial Access as a Moderation Variable

The results of the study show that financial access is not able to moderate the relationship between human
capital and social capital on the performance of MSMEs. This means that the existence of financial access does not
strengthen or weaken the influence of these two variables on business performance. These findings indicate that
financial access plays a role more as a direct independent variable than as a moderation variable. In this context,
financial access has a direct impact on business performance without depending on the level of human capital or
social capital owned by MSME actors. The insignificance of this moderation effect can be caused by several factors,
including: limited use of funds productively, low financial literacy, and lack of managerial ability to manage the
sources of financing obtained. In addition, these results also show that even though business actors have access to
finance, it does not automatically increase the effectiveness of the use of human capital and social capital in
improving business performance.

5.5 Research Implications

The results of this study provide several important implications, both theoretically and practically.
Theoretically, this study shows that in the context of MSMEs, external factors such as social capital and financial
access have a more dominant role than human capital. This enriches the literature related to the determinants of
MSME performance, especially in developing countries.

Practically, the results of this study provide recommendations for governments and policy makers to:

1. Increase access to financing for MSME:s.

2. Encourage the strengthening of business networks and collaboration between MSME actors.

3. Develop training programs that are more applicable and based on market needs.

CONCLUSION

This study aims to analyze the influence of human capital, social capital, and financial access on the
performance of MSMEs, as well as test the role of financial access as a moderation variable. Based on the results of
the analysis using the Structural Equation Modelling (SEM) approach with SmartPLS, several main conclusions
were obtained.

First, human capital does not have a significant influence on the performance of MSMEs. This shows that
improving the individual quality of business actors, such as education and skills, has not been directly able to improve
business performance. Thus, human capital has not been the dominant factor in determining the success of MSMEs
in the context of this research.

Second, social capital has been proven to have a positive and significant effect on the performance of MSMEs.
These findings affirm the importance of social networks, trust, and cooperation in supporting business success,
especially in the MSME sector that has limited resources.

Third, financial access has a positive and significant effect on the performance of MSMEs. This shows that
easy access to financing sources is an important factor in driving business growth and sustainability.

Fourth, financial access does not play a role as a moderation variable in the relationship between human capital
and social capital on the performance of MSMEs. These findings indicate that financial access functions more as an
independent factor that directly affects business performance.

Overall, this study emphasizes that in the context of MSMEs, external factors such as social capital and
financial access have a more significant role than internal factors in the form of human capital. Therefore, efforts to
improve the performance of MSMEs need to be focused on strengthening social networks and expanding access to
financing sources.
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LIMITATIONS OF THE RESEARCH

This study has several limitations that need to be considered in interpreting the research results.

First, this study only uses three main variables, namely human capital, social capital, and financial access, in
explaining the performance of MSMEs. Meanwhile, there are still various other factors that have the potential to
affect the performance of MSMEs, such as innovation, entrepreneurial orientation, digitalization, and business
environmental conditions that are not included in this research model.

Second, this research was conducted on MSMEs in certain regions, so the results of the study have limitations
in terms of generalization to other regions with different economic, social, and cultural characteristics. Therefore,
the results of this study need to be re-examined in a broader context.

Third, this study uses a quantitative approach with questionnaire instruments, so it is highly dependent on
respondents' perceptions. This has the potential to cause subjectivity bias and limitations in digging deeper
information related to the phenomenon being studied.

Fourth, the use of the Structural Equation Modelling (SEM) method based on Partial Least Squares
(SmartPLS) has limitations in capturing causal relationships in depth compared to the longitudinal approach. This
study is cross-sectional, so it cannot observe variable changes over time.

Fifth, the financial access variable in this study is not able to play a role as a moderation variable. This is
possible due to limitations in the measurement of variables or the lack of optimal utilization of financial access by
MSME actors, which cannot be explained in more depth in the design of this study.
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