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Abstract. The main objective of the research is to evaluate SME performance issues in the Culinary and
Hospitality sectors in Pekanbaru via utilizing a number of cofflbany internal environmental parameters
to develop the dynamic procedure for improving the efficacy. The purpose of B study is to investigate
the relationship between social capiff} and entrepreneurship with respect to the mediating role of
organizational innovation capabilities. The present study is applied in terms of purpose and descriptive-
survey in terms of data collection. The statistical population of this study includes faculty members that
the study population in this study is 2116 people. The method of cluster and random sampling is simple.
The sample size according to Morgan table and Cochran’s formula with an error of 0.05 is equal to 325
people. Structural equation modeling technique and PLS Smart software have been used to investigate
the causal relationships between variables in a coherent manner. The findings showed that there was not
direct link between social capital and culinary and hospitality SMEs’ business performance in Pekanbaru.
Problems related to strong social capital, such as over-information, problems due to recklessness,
and myopia, along with investing a lot of time and ney to maintain relationships, can affect the
development of entrepreneurial ntation. Based on the research findings in this regard (social capital
and entrepreneurial orientation), the structural dimension of social capital (relational and cognitive) has a
negative relationship and other dimensions have a positive relationship with entrepreneurial orientation.
In this regard (social capital and entrepreneurial orientation) organizational innovation capabilities play
a mediating role.
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Mypeari A. A.

acnipaHT, CTYAeHTCbKa AOKTOPChKa Nporpama «MeHeoXMeHT»,

|HOOHE3INCLKNIA EKOHOMIYHWIA KONEA X, BUKIAOa4, Nporpama HaB4aHHAa MEH eI KMEHTY,

|HOOHEe3INCLKWIA iIHCTUTYT BidHecy Ta TexHonorin Menita, xkakapTa, IHOoHESIA

ByaiaunTo

KaHOWOaT eKOHOMIYHUX Hayk, npodecop,

|HOOHE3INCLKNIA BKOHOMIYHWIA kKonenx, [xakapTa, IHooHesia

Cyxepmin

KaHOWOAaT eKOHOMIYHWX Hayk, npodecop,

|HOOHESINCLKNIA eKoOHOMIYHUI koneax, [xakapTa, I[HooHesia

IHHOBALIAHMIA NOTEeHUian fK NOCEepPesHMUTEO Y B3aEMOBIAHOCMHAX COLianbHOro Kanitany Tta
noBeAiHKM NigNPMEMHMLBKONO KepiBHMUTEA Wono e eKTUBHOCTI KyNniHApHOro Ta roTenbHoro
cekTopie manoro Ta cepegHboro GisHecy B Mekanb6apy, lngoHesia

AHoTauia. OCHOBHOW METOK AOCNIOXeHHs € ouiHka npobnem, noe'azaHmx i3 poboTow manoro
Ta cepenHboro Bi3Hecy B cekTopax KyniHapii ta roctuHHocTi B lNekaHbapy, BUMKOPWUCTOBYIOYW Pam,
BHYTRIWLHIX NapameTpiB cepefoBMlla kKomnadii ana pospobky AuHamivHOI npoueoypy NigBULLEHHSA
edekTBHOCTI. 3aBOaHHA UbOMO AOCNIMKEHHA — A0CNIANTM B3AaEMO3B'A30K MiX COLianbHUM Kanitanom
Ta MigNPUEMHUUTBOM LWOAO NOCEePEenHWUbLKOi poni AN OpraHizauiiiHuX iHHOBALUIMHWX MOXIMBOCTEA.
CTtatMCTM4YHA CYKYMHICTL pocnigxeHHa Bknodae 2116 ocib. Metoawka MOOEnNBaHHA CTPYKTYPHMUX
piBHSAHb | nporpamHe 3abeanedeHHsn PLS Smart Oynn BUKOpWCTaHI ONs y3romkKeHoro A0CHiAXeHH:
MPUYUHHO-HACNIOKOBUX 3B'A3KIB MiXK 3MiHHUMK. PeaynbTaTk nokasanu, Wwo He 6yno npaMoro 3B'sA3Ky MixX
coujankHUM Kanitanom Ta peaynetatamn 6izHecy MCI y cdepi kyniHapii Ta roctuHHocTi B MNekaubapy.
Mpobnemw, NOB'A3aHI i3 CUILHKUM COUIaNsEHMM Kanitanom, Taki Ak HaamipHa iHdbopmauia, npobnemn 4epes
HEPO3CYANMBICTb Ta 3yYXBANICTb, @ TAKOX iIHBECTYBAHHA BENWKOI KINbKOCTI Yacy Ta rpoLlei Ha nioTprumMKy
BiOHOCWMH, MOXYTb BMAWHYTW HAa PO3BUTOK NiANPUEMHWUBLKOT opieHTauii. Buxogaun 3 pesynsratis
OOCNIOXEeHHRA, CTPYKTYPHUIA BUMIP couianbHOro kanitany (pensiwiiHnia Ta KOrHITMBHWIA) MaE HeratueHuin
3B'A30K, a iHWi 3MiHHI MaTb NMO3WTUBHWIA 3B'A30K i3 NIANPUMEMHUULKOK OpIEHTALIE. Y UbOMY nnaHi
OpraHiaauiiHi iHHOBaUIHI MOXNMBOCTI BiOirpaloTh NOCEPEaHNLBbKY PONb.

Knioyosi cnoea: iHHOBauiiiHa 30aTHICTL, couianbHWi  kKanitan, naHgemis COVID-19; nosepgjiHka
NiANPUEMHMLLKOTO nigepa.

Mypeatn A. A.

acnupaHT, CTyAeHYecKkas AOKTopckas nporpamma «MeHemxKMeHT»,

WMHOoHE 3MICKWIA 3KOHOMWYECKWIA KONNEO X, NPenogaBaTenb, NporpamMma oby4eHnA MEHEOXKMEHTY,
WNHpooHe 3niicknia MHCTUTYT BuaHeca u TexHonoruia Nennta, Oxakapra, UHooHeana

ByanauTo

KaHOMOar 3KOHOMWYECKKMX Hayk, npodeccop,

WMHOoHe 3niicknia akoHOMWYeCkWMiA konnenx, Ixakapta, MHooHeawa

CyxepMuH

KaHanaoar 3KOHOMWYECKMX Hayk, npodeccop,

WMHpooHeaniicknia akoHoOMWYeckuin konnenx, Ixakapra, MiHooHeaws

MHHOBaLMOHHBIN NOTEHUMAN KaK NocpeaHUYeCcTBO BO B3aMMOOTHOLLEHMAX COLMANbHOro KanuTtana
M NpPeanpUHUMATENLCKOro NMASPCTBA C NOKA3aTenaMm paboTsl ManbiX U CpeaHUX npeanpuaTuin
KYNMHaPHOIo M FOCTUHUYHOro cekTopoB B NekanGapy, MHAOHe3us

AHHoTauma. OcHoBHaa 3ap0ada MCCNeaoBaHWs - OUEeHWTb Npobnembl NPOM3BOAVMTENBHOCTW MANOro W
cpenHero BuaHeca B cekTopax KyNMHapuK 1 rocTUHMYHOro 6uaneca B MNekanbapy NyTem MCnonb3oBaHna
pAoa napameTpoB BHYTPEHHEe cpenbl KOMMOAHWMW Ons  paspaboTkn OWHAMWYECKOW npouenyphbl
noBbilieHna addekTMBHOCTW. Lenbid gaHHOro WccneaoBaHWs ABASETCHA TAKXKe WM3y4eHWe B3anMOCBA3N
MEXOY COUWaNbHBIM KanwutanoM W NpeanpUHUMATENbCTBOM B OTHOLWIEHUW MOCPEOHWYECKOW ponwn
OpraHM3auMoHHONo WHHOBALUMOHHOMO noTeHuuana. HacTosulee WccnenoBaHWE SBNAETCA MPWKNAOHbLIM
C TOYKM 3pPEHUs UENM W ONMCATENbHO-OMPOCHBIM C TOYKW 3peHus cbopa padHbix. Craructudeckas
COBOKYMHOCTbL 3TOro nccnenoBaH s BknoyaeTBceba2116yenosek. TeXxHUMKa MoOOeNMpPOBaHWNA CTRPYKTYPHbIMI
ypaBHEHWAMW W nporpammHoe obecnedeHne PLS Smart wcnonb3oBanucbk AN NocnenoBaTenbHOro
MCCRedoBaHNA MPUYUHHO-CNEACTBEHHBLIX CBA3EW Mexay nepemMeHHbiMW. BbiBogobl nokaszanw, 4Tto B
MekaHbapy He BLINO NPAMOIA CBA3KM MEXAY COUManbHLIM Kanutanom 1 addekTMBHOCTEIO BuaHeca MCI B
chepe KynMHaAPUK 1 TOCTMHWMYHOIO BuaHeca. MNMpobnemsbl, CBA3aHHLIE C COLMANBLHLIM KanTanom, Takne Kak
nabbimoyHana nHdopmMmauws, npobnembl N3-3a 6e3paccyacTBa M HeAanbHOBWAOHOCTW, HAPALY C 3arpatamm
BONbLUIOro KONMMYECTBA BPEMEHW W AeHEer Ha noaaepXaHne OTHOLWEHWA, MOryT MOBMWATL HA PasBaTHE
npeanpUHUMATENLCKOW opueHTauun. OCHOBLIBAAChH HA Pe3ynbTatax WCCNeNoBaHWA B 3TOM OTHOLLUEHUN
(coumanbHbIA KanuTan v NpeanpUHUMAaTenbCckan OpMeHTauws), CTPYKTYypHOe W3MEPEHWE COoUWanbHOro
Kanutana (pensunoHHOe WM KOTHWTWMBHOE) MMEeeT OTPULATENbHYIO CBA3b, a4 OPYrue NepemMeHHble UMEKT
MONOXWTENBLHYIO CBA3b C MPEeOnpUHUMATENLCKON opuveHTauyein. B 9ToM OTHOWEHWM OpraHu3auWoHHbIe
WMHHOBALMOHHBLIE BO3MOXHOCTW MIPaloT ONocpenyloLLyld posb.

KnioyeBble cnoBa: WHHOBAUMOHHLIN MOTEHUMAN; COUManbHbIA Kanutan;, nadHgemms COVID-19;
npeanpuHUMAaTenbCKoe NMAEPCKOe NOBEASHNE.
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1. Introduction

One of the functions of fostering SMEs in Indonesia is to support the progress of national
tourism. In addition to infrastructure, food, energy, and maritime, tourism has been regarded as
the national development priority sector. In Indonesia, tourism, as a contributor to GDP, foreign
exchange, and employment, has contributed 9.8 million employments or 8.4% of total national
employment, and ranks fourth out of the other easiest and cheapest industrial Sector (BPS-Statis-
tic Indonesia). For this reason, tourism is the most appealing and promising Sector to be the core
business. In addition, the domino effect of tourism is also fremendous and significant in the eco-
nomy, especially when related to the culinary and hospitality industries (Tjahjadi et al., 2019).

At the end of 2019, tourism and other business sectors in the world and Indonesia were faced
with drastic changes caused by the COVID-19 outbreak. The growth of the culinary and hospitality
sectors both in Indonesia and in the Province of Riau, which in previous years was the highest con-
tributor to the economy, has stagnated. The contribution data of GRDP of Riau Province for culi-
nary and hospitality SMEs starting from the third quarter of 2019 to the second period of 2020 saw
a 16% decrease and only 8% increase in the third quarter of 2020. In Pekanbaru City itself, the re-
sults of the SMESEED Survey on September 29 - October 13, 2020, showed that there were three
business sectors most affected by the COVID- 19 pandemic, namely culinary/food with 43.09%,
service with 26.02%, and convection business with 13.01% (BPS-Statistic Indonesia). The most
prominent causes of this decline are the temporary yet mandatory closure of business, stuttered
operations, increased operating costs, and low purchasing power. For culinary and hospitality
businesses, the primary cause is reduced tourist and business visits in Riau Province and Pekan-
baru City due to restrictions put on interprovince travel to curb the transmission of COVID-19.

This study aims to identify the solutions to SMEs’ performance problems from the culinary and
hospitality sectors in Pekanbaru usinga number of companyinternal environment factors, such as
innovation capability, social capitéfJand entrepreneurial leadership. Therefore, the theoretical ap-
proaches used in this study were the Resource Advantage Theory (RAT) of Competition (Hunt and
Morgan 1997) and Dynamic Capability (D.C.) by Teece et al. (2009).

Whil@his study refers to studies that have been done before on SMEs that were carried out
prior to the COVID-19 outbreak (Purwati et al., 2020), the fundamental difference is that this study
focuses specifically on SMEs from the culirffly and hospitality sectors. For that purpose, to ad-
dress research gaps related to social capital and entrepreneurial leadership on SME performance,
this study applied a research novelty wh@l® the innovation capability variable is assumed to act as
a gap filler (mediating variable) between the influence of social capital and entrepreneurial leader -
ship on the performance of SMEs from culinary and tourism sectors in Pekanbaru.

EDBrief Literature Review

Dynamic capability theory is defined as «the ability of companies to integrate, build, and reconfigure
internal and external competencies to cope with rapidly changing environments» (Teece et al. 2009).

Organizational capabilities are the leading resource to achieve good organizational perfor-
mance; wHEZher or not the capability is implemented correctly depends on the available resour-
ces. When the resources owned by the company are subpar, the company will experience difficul-
ties in managing these resources, and therefore, its capabilities will not be optimal. This is rein-
forced by the statements of several researchers who state that when companies can identify, de-
velofind use and maintain resources that are different from their competitors, they will maintain
their competitive advantage (Alfian et al., 2021).

Based on the dynamic capability concept, basic organizational knowledge needs to be integra-
ted into organizational capability. The concept of capability includes organizational structure, pro-
cesses, and knowledge needed to perform operations more efficiently (Sugiyanto & Marka, 2017).
Organizational capabilities consist of various structured elements that recur when an organization
executes various activities. In order for an activity to be regarded as part of capability, a capabili-
ty must possess certain levels that have become routine. An activity can qualify as a capability if it
has been able to play a recurring role in the organization. So, not all activities can be viewed as ca-
pabilities. Capability can be relied on, structured, patterned, and recurs regularly.

3. Method
In terms of SME performance, many researchers argue that social capital provides advanta-
ges for SME organizations. Trust and togetherness can build and improve SMEs' performance
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and encourage innovation. Through this social capital, SMEs will thrive and maintain existence
and performance in business competition because social capital helps entrepreneurs access new
learning opportunities, knowledge, and materials.

Several previous studies found that social capital significantly affects innovation performance,
and the effect varies between organizations in the manufacturing and services sector (Huang and
Chen, 2017).

Studies on SME performance by Vosta and Jalilvand (2014) showed a similarity where cogni-
tive, relational, and structural aspects of social capital positively affect SME performance both fi-
nancllly and non-financially. Contradicting results are obtained by (Li et al. 2014)thereby, impro-
ving firm performance. In particular, the authors are interested in addressing the following re-
search questions. First, can the development of social capital (expressed in three dimenfons:
cognitive capital, structural capital, and relational capital, showing that the three aspects of social
capital have no effect on SME performance.

Based on previous studies mentioned above, the research hypothesis is formulated as follows:

H1. Social capital has a significant effect on the performance of SMEs in the Culinary and
Hospitality Sector in Pekanbaru.

Entrepreneurial leaders can operate in large organizational corfigxts as well as in budding or-
ganizations. Entrepreneurial leaders are an expert that understand how to solve problems and use
Bhowledge to create social contexts that facilitate value creation and problem solving in an SME.
Entrepreneurial leaders use a discovery-based approach to determine problematic boundaries
and mandates a strategic commitment to new busine gEllevelopment that results in value creation.

H2. Entrepreneurial leadership has a main impact on the performance of SMEs in the Culinary
anfHospitality Sector in Pekanbaru.

H3. e significant effect of Social Capital on SME performance in the Culinary and Hospitality
Sector Is Mediated by Innovation Capability.

H4. The significant effect of Entrepreneurial Leadership on SME performance in the Culinary
and Hospitality Sector Is Mediated by Innovation Capability.

3.1. Conceptual Framework
According to the literature review, the present research uses the following conceptual frame
and theory (Figure1).

Social Capital

SME's
Performance

Innovation
Capability

Entrepreneurial
Leadership

Figure 1:
Conceptual Framework
Source: Data processed by researchers (2020)

3.2. Research Method

3.2.1. Population

Populationin a studyrefers to a group of individuals or objects that exhibit common characteristics.
This study’s population were Small Medium Enterprises (SME) in the Culinary and Hospitality Sector
in Pekanbaru, Riau, totaling 599 SMEs, where 501 of those were culinary SMEs, and 98 were hospi-
tality SMEs (Information Center for Indonesian Investment Data and Riau MSMEs, 2020).

3.3. Samples afid Sampling Techniques

Hair et al. (2012)and, consequently, acceptance in their domain. Interestingly, relatively little
attention has been paid to assessing the use of partial least squares structural equation mode-
ling (PLS-SEM suggested that the proper sample size for SEM analysis tools is between 100-200
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with the intention that it can be used in estimating interpretations by SEM. This study followed
that and used 200 respondents as the samples. Of the 200 SMEs, the sampling was carried out
proportionally with a probability sampling technique, namely Proportional Sampling, in which 200
SMEs were divided based on the culinary business sector and the hotel business sector, which
were then calculated proportionally. Through calculation, 167 culinary SMEs (83.5%) and 33 hos-
pitality SMEs (16.5%) were obtained.

Based on the number of samples that have been calculated proportionally, the sampling of
this study was carried out using a simple random sampling approach. Considering that the unit of
analysis in this research was SME, the respondents were the owner of the SMEs, and one owner
would represent one SMEs.

EM. Research Instrument

The instrument in this study was a questionnaire. The questionnaire was conducted in 2 ways:
one administered personally to groups of individuals and one distributed through the mail. At the
same time, the measurement in the questionnaire used a 5-point Likert scale (Albaladejo and
Romijin, 2000; Filippetti and Archibugi, 2011; Albaladejo and Romijin, 2000; Rajapathirana and
Hui, 2018).

4. Results and Discussion

4.1. Respondent Profile

The demographic data of SMEs in the culinary and hospitality Sector in Pekanbaru are presen-
tedin Table 1.

Table 1 shows that in this study the number of companies with revenues between Rp. 300,000,000
to Rp. 2,500,000,000 orinthe small business category were 165 business units (82.5%) and the num-
ber of companies with revenues of Rp. 2,500,000,000 to Rp. 50,000,000,000 was as many as 35 busi-
ness units (17.5%) and companies with this category were medium sector companies. When viewed
from each business sector, the culinary business was dominated by small enterprises with 146 busi-
ness units, while medium-sized enterprises in this Sector were only 21 business units. In contrast, the
hospitality sector was dominated by medium enterprises with 19 business units while there were only
14 small business units. 109 enterprises from both sectors have ran for more than 10 years. In terms
of ownership, the majority of SMEs were managed by male respondents with 102 enterprises (51%).
The difference can be seen from each Sector where the majority (89) of culinary businesses were ma-
naged by women, while only 78 business units were managed by men. For the hospitality sector, 24 of
the respondents were male and only 9 of the respondents were female. For both sectors, the dominant
age of the respondents was between 35 to 50 years, totaling 88 respondents. For the education level,
the majority of SME owners have D3/S1 education, totaling 112 respondents (56%), while 63 (31.5%)
of business units were managed by owners with high school/vocational school education.

Table 1:
Demography of the Respondent
Category SME's Sector (unit) Total Percentage (%)
Culinary Hospitality
300 Million = 2.5 Billion 146 14 165 B82.5
Annual Revenue (Rp) =2,5 Million = 50 Billion 21 19 35 17.5
Total 167 33 200 100
Less than 5 years 45 7 52 26.0
) 5 years - 10 years 30 9 39 19.5
Age of entreprise More than 10 years 92 17 109 54.5
Total 167 33 200 100
Male 78 24 102 51.0
Gender Female 89 9 98 49.0
Total 167 33 200 100
Less than 35 years old 76 9 a5 42.5
Age of owner 35 years old - 50 years old 72 16 88 44.0
more than 50 years old 19 8 27 13.5
Total 167 33 200 100
Diploma/Degree 94 18 112 56.0
Master/phD 15 8 23 11.5
. High School 57 16 63 31.5
Education Middle School 1 1 2 1.0
Total 167 33 200 100

Source: Data Processed (2020)
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3.2. Confirmatory Factor Analysis (CFA)

Confirmatory Factor Analysis (CFA) was performed to test the validity and reliability of the la-
tent constructs. The Loading Factor value of all statementitems in this study was greater than 0.5,
which meant that the research constructs @&re valid. Furthermore, for construct reliability, the re-
quired extracted variance value must be equal to or greater th48J0.5. Meanwhile, the required
construct reliability value must be equal to or greater than 0.70. From Table 2 it is known that all
research variables have a variance extracted value that was greater than 0.5, and a construct re-
liability value that was greater than 0.7. Thus, it can be concluded that the construct reliability has
met the requirements. The goodness of fit analysis were as follows:

Table 2:

Test Goodness of Fit Indices
No Cut off Value Result Conclusion
1 414,398
2 = 0.05 0.471 Proper
3 = 0.95 0.888 Not
4 = 0.95 0.841 Not
5 = 0.95 0.958 Proper
=] > 0.95 0.954 Proper
7 = 0.95 0.951 Proper
8 = 0.95 0.954 Proper
9 0.045 - 0.085 0.077 Proper

Source: Data Processed (2020)

Table 2 shows the results of GoF Indices test. Significant probability, TLI, CFI, NFI, IFl and
RSMEA obtained model-fit results, while GFl and AGFI obtained marginal fit results, though in this
case, marginal fit results were acceptable. The hypothesis outcomes in the current research are
provided in Table 3 and Figure 2.

Table 3:
Hypothesis Test
' Hypothesis C.R. P Conclusion
H1 Social Capital > SME's 1.685 0.092 Rejected
H2 Entrepreneurial leadership > SME's 3.129 0.002 Accepted
H3 Social Capital > Innovation Capability > SME's 2.317 0.047 Accepted (Full)y Mediation)
H4 | Entrepreneurial leadership > Innovation Capability > SME's performance 3.423 0.005 | Accepted (Partial Mediation)

Source: Data Processed (2020)

Social Capital )
(sc) ~ — 00084 -
Innovation
Capability (IC}

SME's
Performance

i il E——
Entrepreneurial - 0,283
Leadership (EL)

Keterangan : — Significant Relationship

* Not Significant Relationship

Figure 2:
Hypothesis Test Model
Source: Compiled by the authors

4. Conclusion

In today’s highly competitive service business environment, especially banks, innovative per-
formance can provide a reliable foundation for sustainable competitive advantage, service differ-
entiation, and effective response to changing customer needs. Meanwhile, the optimal use of cus-
tomer knowledge and knowledge resources in the organization, can improve the ability to innovate
and improve organizational performance. What is key here is to have quality and valuable know-
ledge that is compatible with the needs of the organization in this area. Among the various infra-
structures and enablers for the realization of these valuable organizational capabilities, the pre-
sent study examined the effect of social media and the mediating role that social capital can play
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in this field. The results of data analysis confirmed the mediating role of the dimensions of social

capital in the effect of integrated use of social media on improving the quality of organizational

knowledge and innovative performance of the organization. The main findings can be concluded
as follows:

1. It shows that social capital is not the only determinant of business success. However, this study
found that the relatiof@lip of social capital and business performance may be mediated by in-
novation capabilities. The r@ of innovation capability in the relationship between social capital
and business performance shows that social capital is an important capital for SMEs in the cu-
linary and hospitality Sector in Pekanbaru where this capital plays a role as a determinant of a
company's innovation ability.

2. The leadership of SME entrepreneurs in the culinary and hospitality Sector in Pekanbaru has an
important role, directly and indirectly, through capabilities in improving the financial and non-fi-
nancial performance of SMEs. Through proactive attitudes, risk taking, innovation and ethics,
entrepreneurial leadership can be animportant factor to drive innovations in SME organizations.

3. This study has addressed the problem of SME business performance in the Elinary and hos-
pitality Sector found in the SME business phenomenon in Pekanbaru where the impact of the
COVID-19 pandemic is thoroughly felt in both SME sectors, especially with the free-falling num-
% of tourists and business visits to the city of Pekanbaru. However, this study also found that
the role of strong social capital and entrepreneurial leadership facilitate the creation of innova-
tive operational or marketing strategies in order to survive amidst the pandemic. The various
strategies that have been pursued by the culinary and hospitality Sector SMEs in Pekanbaru
have made these two sectors able to survive in the midst of a pandemic, at least to anticipate
non-financial performance so as not to decline.
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