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The COVID-19 pandemic has significantly impacted the continuity of micro, small and
medium enterprises (MSME), which are facing the impact of the economic crisis in
Indonesia. The economic crisis faced by MSMEs has become a major threat to the na-
tional economy, as MSME:s are the driving force of the national economy and have
been the largest absorbers of labor for decades. Despite of the economic crisis, MSMEs
thrive in several sectors. Data revealed by the Ministry of Cooperatives and Small and
Medium Enterprises shows that the total number of MSMEs in Indonesia reached 8.71
million business units in 2022. The number of MSMEs in Makassar City reached
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Abstract. The aim of this study is to analyze the influence of HR skills on MSME
performance in culinary sector. Primary data collected from 60 respondents
through face-to-face survey were used in this study. This sample size was deter-
mined based on Hair's theory that when the population size is unknown, sample
size based on the number of items asked by the questioner multiplied by 5, mean-
ing there are 100 respondents but only 60 people return the questionnaire. The
respondent is a culinary MSME owner in Makassar, selected based on a cluster
sampling method to represent all types of culinary MSMEs. Hypothesis are built
to achieve the research objectives. Multiple regression analysis was applied to
test the hypotheses. The analysis results show human resources capacity also
have a positive impact on the performance of MSME:s in the culinary industry.
On the other hand, the study focuses on human resource skills, some aspects of
skills has a positive and significant impact on the performance of MSME:s in the
culinary sector. However, two aspects of human resource skills, such as
knowledge and skills, has no significant impact on the performance of MSMEs
in the culinary sector.
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25,730 commercial units, equivalent to equivalent to 9.6% of the total number of
MSME:s in South Sulawesi, totaling 268,299 business units [1].

Culinary sector of MSMEs operates in Makassar are capable of surviving even dur-
ing the Covid-19 pandemic situation. The customers’ high demand on culinary sector
is caused by the online transportation service for food delivery. More over, MSME:s in
Makassar could survive because of the supporting competent human resources pos-
sessed.

In the year of 2022, culinary sector of MSMEs absorbed more labors, 96.9 percent
of total national labor absorption, which contributed to 60.5 percent of gross domestic
product, and to a huge role of Indonesia's economic growth reaching 99% of total cases

Some problems experienced by MSMEs in Makassar City, including low quality of
personel. In fact, one of determining factors for the business success is quality of per-
sonel. Having high quality of human resources would lead to running well the MSMEs
and competing better in the market. The problem faced by MSMEs in Ma-kassar City
and affecting their performance is the availability of competent human resources. The
problems experienced by MSMEs related to HR competency also occur in MSMEs
operating in culinary sector. Culinary sector of MSMEs is a quite promising business
sector. In terms of market control, MSMEs in the culinary sector in Makassar City are
ranked highest among 15 other [2].

The success of culinary MSMEs probably in Makassar city can be influenced by the
presence of competent human resources who are empowered in this culinary business
sector. Human resource competencies possessed by employees consisting of
knowledge, skills, attitudes and other factors can improve business performance. Some
studies showed that HR skills can influence the performance of MSMEs [3]-[6]. How-
ever, previous studies performed in other business sector. For this reason, studies re-
lated to HR competency influencing the performance of MSME:s in the culinary sector
in Makassar City must be realized. This study aims to to examine the influence of hu-
man resource skills on the performance of MSME:s in the culinary sector of Makassar
city.

2 Literature Review, Conceptual framework and Hypotheses

The success of an organization or business is largely determined by the quality or ca-
pacity of human resources. Therefore, superior HR skills are necessary. Skill is some-
thing that underlies a person's personality which causes an interrelationship between
the criteria for effective behavior and/or superior performance in one particular job or
situation. Competency is defined as the ability to carry out or carry out work or tasks
based on the skills and knowledge possessed and supported by the work attitude re-
quired by the job [7]. Knowledge is one's mastery of science and technology and is
acquired through learning and experiencing one's skills. Skill is the expertise needed to
physically manipulate objects. Competence is an individual's ability to perform various
tasks in a job [6]. The ability to demonstrate skill or knowledge characterized by pro-
fessionalism in a particular field is the most important thing to excel in that field. Com-
petence is a personal characteristic that underpins performance or behavior in the
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workplace. A person's performance in a particular job is influenced by that person's
knowledge, abilities, and attitudes; work style, personality, interests, fundamentals, val-
ues, attitudes; and beliefs and leadership style. This can be interpreted that capacity is
what underlies a person's character which causes an interrelationship between the cri-
teria for effective behavior and/or superior performance in one particular job or situa-
tion. Based on this, competency contains aspects of knowledge, skills (expertise) and
abilities or personality traits that influence performance.

Several studies have been conducted regarding human resource skills and their im-
pact on business performance. The results are mixed. The results of studies [5], [7], [8]
show that knowledge, skills, and abilities are factors that have a dominant influence on
human resource skills. High HR competency can support the increase in employee per-
formance and will influence the increase of company performance. Competence is the
ability and desire to carry out tasks as effectively as possible in order to produce maxi-
mum performance. Knowledge is the mastery of science and technology by humans
and is acquired through the process of learning and experiencing throughout life; skills
are special abilities that allow you to physically manipulate objects; and ability is the
property of an individual perform different tasks within a job [8]. These three HR com-
petency indicators have a significant impact on the performance of MSMEs which can
influence the competitiveness of MSMEs [4].

Human resource skills have a significant influence on MSME performance [9]-[11].
Skill indicators include production, communication, teamwork and organizational
skills, supervision, finance, administration and accounting skills [9]. Skills are the abil-
ities required to perform a series of tasks developed through training and experience.
Personal expertise is reflected in how a person performs a particular activity, such as
operating equipment, communicating effectively, or implementing a business strategy
[12]. So, skill is the ability to perform specific tasks, both physically and mentally.

Based on the above definition, skill can be defined as the ability to perform work
easily and carefully, which requires a basic understanding of the job. Employee skills
in this context can be measured using a number of indicators such as determining how
to perform the task/job, determining the best process to complete the task/job, perform
the job well, determine the amount of tasks to be completed,) determine the best meas-
ure of the quality of the work to be done by predicting the results of the job perfor-
mance. Apart from knowledge and skills, another thing to be considered is the employ-
ee's attitude or abilities. If employees have characteristics that support the achievement
of organizational goals, automatically any tasks assigned to them will be performed to
the best of their ability. Competence is a person's skills in carrying out and perform a
number of different jobs, such as being able to lead, manage and control a business [9].
Competency is an individual's ability to perform various tasks in a job [8].

2.1 Business Performance

Performance is the work output demonstrated by an individual or a collective within
an organization and is a decisive factor in the achievement of organizational goals.
MSME performance must be measurable, both in terms of time units and certain units
of measurement used as performance standards. MSME Performance Index are finan-
cial health, product marketing which competable in the market, and customer satisfac-
tion. Business performance indicators are sales growth, profitability, capital return,
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turnover and gaining market share [10]. Apart from that, there are three performance
indicators that can be used, namely measuring efficiency, growth and profit [11]. Var-
ious publications suggest that both quantitative and qualitative indicators exist limits
and that they should are used interchangeably. While qualitative measures are often
referred to as performance indicators, performance measurement involves using a spe-
cific performance scale approach for factors like business expertise and practical expe-
rience, abilities to provide quality products and services, ability to develop new prod-
ucts and processes, ability to manage and work social groups, labor productivity and
corporate responsibility towards the environment. Measuring MSMEs performance can
also refer to three aspects, namely profitability, productivity and market [12].

2.2 Micro, Small, and Medium Entreprise (MSME)

A Small and Medium Enterprise (SME) of modest scale and size is enterprise entity
continuesly receiving attention and always given priority by the government. Accord-
ing to the 2008 legislation concerning Micro, Small, and Medium Enterprises
(MSMEs), MSMEs are defined as micro enterprises is a production and business enter-
prise owned by a private individual or enterprise that meets the criteria of a micro-
enterprise according to the provisions of law. A small business is a closed productive
economic enterprise operated by an individual or a business entity that is not a subsid-
iary or affiliate of a business that is owned, controlled, or partly, directly or indirectly,
by a small business or large business that meets commercial criteria. The standards for
categorizing MSMEs, as specified in Article 6, involve assessing either the net worth
or asset value (excluding land and buildings where the business operates) or the annual
sales revenue. These criteria apply specifically to micro enterprises which have the net
worth limit for small businesses ranges from 50,000,000 IDR (fifty million Rupiah) to
a maximum of 500,000,000 IDR (five hundred million Rupiah), excluding the value of
land and buildings where the business is situated. Additionally, small businesses are
required to maintain an annual sales turnover within the range of 300,000,000 IDR
(three hundred million Rupiah) to a maximum of 2,500,000,000 IDR (two billion five
hundred million Rupiah), disregarding the value of land and buildings at the business
location.

Table 1. Table captions should be placed above the tables (Source: www.depkop.go.id).

No Description Criteria

Asset Omzet
1 Microbusiness Max. 50 million Rp Max. 300 million Rp
2 Small Businesses >50 — 500 million Rp >300 — 2,5 billion Rp
3 Midle Business >500 - 10 billion Rp >2,5 =50 billion Rp

2.3  Research Conceptual Framework

Human resource competencies are focuses on knowledge, skills and abilities [16]. This
knowledge is linked to science and technology which mastered by experts through a
continuous learning process and also from experience [8]. Skills relate to the specific
ability to perform physical work, such as the skills required to use machine tools and
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communication skills [17]. Competence is a person's skills in carrying out and perform
a number of different jobs, such as being able to lead, manage and control a business
[8].

Business success influenced by the skills and abilities (competencies) of the
owner/manager. Understanding the role of an entrepreneur helps to better understand
the skills needed for entrepreneurs to ensure business continuity and business success.
The decision maker's role focuses on developing HR skills. Human capacity is the sum
of entrepreneurial attributes such as attitudes, beliefs, knowledge, skills, abilities, per-
sonality, expertise and behavioral tendencies necessary for a successful and sustainable
start-up. In-depth analysis of human resources skills shows that entrepreneurial skills
have two sources: first, components associated with the entrepreneurial context (i.e.,
personality traits, personality, attitudes, self-image and social roles) and second, factors
acquired in the workplace or through theoretical or practical apprenticeship (i.e. skills,
knowledge and experience). HR competency influences the performance of MSMEs.
HR competency as a predictor of MSMEs success has an even stronger influence in
stable and dynamic environmental conditions. The abilities and personality character-
istics of those who manage companies are universally considered to be one of the most
powerful factors having a positive or negative impact on performance. Several studies
showed that HR competency significantly influences business performance
[3]1,[4],[8],[9],[13],[14] as illustrated in Fig. 1.

HR Competencies

Knowledge
\
H1
Skills H2 MSME
ﬂman =

H3

H4

Fig. 1. A figure caption is always placed below the illustration. Short captions are
centered, while long ones are justified. The macro button chooses the correct format
automatically.

Based on the existing conceptual framework, the research hypotheses are as follows:
H1: Knowledge has a positive impact on MSME performance

H2: Skill has a positive impact on MSME performance

H3: Ability has a positive impact on MSME performance

H4: HR competencies (knowledge, skill, and ability) has a positive impact on the per-
formance of MSMEs
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3 Research Method

Based on the research objective, this type of research is causal research. The study
aimed to examine this causal relationship between human resource capacity variables
and culinary enterprise (SME) performance. This study was conducted among small
and medium enterprises in the culinary sector in Makassar city, especially in Tamalan-
rea and Biringkanaya regions. The research object of this topic is small and medium-
sized enterprises in the culinary field. The objective of this study is that business per-
formance is influenced by human resource skills. In this study, two types of variable
data are examined: independent variables: human resource skills acceptance index (X)
[15] knowledge, skill, and ability. Dependent variable: business performance (Y)
adopted from [18] with profit index, market growth, sales volume, asset growth, and
employee growth. The research subjects are all small and medium enterprises in the
culinary field in Makassar City, especially in Tamalanrea and Biringkanaya regions, in
which population size is unknown. Hair [16] stated that when population size is un-
known, the sample size is determined by multiplying questioner items with 5 to 10
times. Therefore, The sample size of this study is 100 culinary people resulted from
multiplying 20 items of questioner to 5. Nevertheless, only 60 respondents returned the
filled questioner. Variables were measured using a 5-point Likert scale, from 1 to 5
(disagree to strongly agree). The validity and reliability of the instruments used were
tested to measure what they were intended to measure and to ensure consistency in
respondent responses. The validity of the instrument was tested using the Pearson prod-
uct moment correlation technique with a minimum threshold of r = 0.05. Testing the
reliability of the device is done by calculating the Cronbach's Alpha reliability coeffi-
cient with the minimum limit of Alpha coefficient > 0.6. Both tests use the SPSS com-
puter program. This analysis was used to describe study variables without generaliza-
tion. The data collected were then grouped into a table and discussed descriptively. The
data analysis technique used in this study is SPSS analysis technique.

4 Results and Discussion

After conducting the research, the results can be presented as follows. Characteristics
of respondents by demographic characteristics are presented in Table 2.

Table 2. Characteristics of respondents (Source: processed primary data, 2023).

No Variable Classification Number of Percentage
people (%)
L. Gender a. Female 51 85
b. Male 9 15
Total 60 100
2. Age a. 20 — 30 years 26 43
b. 31 —40 years 26 43
c. 41 — 50 years 8 14
d. > 50 years 0 0

Total 60 100
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3. Business Life a. < 3 years 9 15
b. 3 —5years 36 60
c. 6 — 8 years 8 13
d. 9 —11 years 7 12
e. > 12 years 0 0
Total 60 100
4. Education a. High School 21 35
b. Diploma 3 15 25
c. Bachelor 21 35
d. Master 3 5
Total 60 100

Table 2 explains that there is more women were interviewed than the men interviewed,
in which 85 percent were female and 15 percent were male respondents. Characteristic
of respondents by age, most respondents aged 20-30 years and 31-40 years are 43 pere-
cent respectively, followed by aged 41-50 years 14 percent. Based on its business life,
60 percent of the respondents were operating their 3-5 years in business, 15 percent of
them has just started their business less than 3 years, 13 percent and 12 percent have
done their business for 6-8 years and 9-11 years respectively in culinary sector MSMEs.
Validity and reliability testing of the tools was performed with Pearson correlation and
Cronbach's alpha coefficient. Test results for validity and reliability of the tools for each
variable is presented in Table 3. All variables are valid because of the larger correlation
value is greater than 0.3 and reliable because the Cronbach Alpha value is greater than
0.6.

Table 3. Results of testing the validity and reliability of the tool.

Variable Item R Correlations Cronbach’s Alpha a
Human Resource Com- XI1.1 0.799 0.842
pentence (X) X1.2 0.802

X1.3 0.758

X1.4 0.822

X1.5 0.737

X2.1 0.798 0.843

X2.2 0.848

X2.3 0.707

X2.4 0.825

X2.5 0.746

X3.1 0.734 0.786

X3.2 0.829

X33 0.585

X3.4 0.861

X3.5 0.631
MSMEs Performance (Y) Y1.1 0.866 0.880

Y1.2 0.724

Y1.3 0.777

Y1.4 0.883

Y15 0.871
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4.1 Multiple Regression Analysis

This study's multiple regression model includes examining the impact of independent
variables on human resource capacity (X) which are knowledge (X1), skills (X2) and
ability (X3) for the dependent variable of MSME business performance (Y). The fol-
lowing is the description of multiple regression test and the results using the data pro-
cessing tool version 26 of the SPSS program in form of output results of summary
model and coefficients (t test) in the following table.

Table 4. Results Determination Coefficient.

Model R Square Adjusted R Std. Error of the ~ Durbin-Watson
R Square Estimate
0.597 0.357 0.323 1.753 2.025

According to data presented in Table 4, the correlation or relationship value (R) is
0.597. From the results, the coefficient of determination (R squared) is 0.357, implying
the influence of the independent variable of knowledge, skills and abilities (human re-
source capacity) on the dependent variable of efficiency MSMEs' is 35.7%.

Table 5. Results of Hypothesis Testing.

Variable Regression Coefficients (B) t count Sig.
Knowledge (X1) 0.192 1.021 0.312
Skill (X2) 0.380 2.448 0.018
Ability (X3) 0.181 1.357 0.180
Constant 4.877

F count 10.363

Sig 0.000

Based on data analysis, Table 5 shows that Sig. effective value of variable knowledge
(X1) on MSME:s business performance (Y) is 0.312 greater than 0.05 and the value of
t count is 1.021, less than 2.003 is the value of t table. This means that Hypothesis one
is rejected which indicates HR competence such as knowledge has no effect on the
MSME:s business performance. Moreover, Sig. value for the effect of variable skill (X2)
on MSMEs business performance (Y) is 0.018 is less than 0.05 and the t count value of
2.448 is greater than 2.003 as the t table value. This means that Hypothesis two is ac-
cepted and indicates HR competence such as skill has positive effect on the MSMEs
business performance. Nevertheless, Sig. value for the effect of variable ability (X3) on
MSMEs performance (Y) is 0.180 which smaller than 0.05 and the count value t is
1.357, which is less than 2.003 as the table value t. It means that Hypothesis three is
rejected and indicates the HR competence such as ability has no effect on the MSMEs
business efficiency. We can conclude that research results support the second hypoth-
esis, whereas first and third hypothesis were rejected.

In addition, Table 5 also shows that HR competencies (knowledge, skill, and ability)
would simultaneously affect the MSMEs business performance, as the significant value
for the simultaneous effect of knowledge, skill, and ability on MSMEs business
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performance is 0.000 which less than 0.05 and the value of account F is 10.362 which
is larger than 2.77 as the value of F table. This means that Hypothesis four is accepted,
HR competencies (knowledge, skill, and ability) has positive effect on MSMESs busi-
ness performance.

4.2 Discussion

Hypothesis testing results show knowledge and abilities of HR competencies do not
influence MSMEs performance. Several previous research results have shown that, on
the contrary, skill as HR skills index has positive affects on the performance of MSMEs.
The results show that the independent variables of knowledge, skills, and ability can
explain the dependent variable of MSMESs performance by 35.7% while the rest 64.3%
is explained by other factors were not taken into account in this study. This is consistent
with the theory that several factors influence MSME performance, including the per-
sonal characteristics of the MSME owner, non-personal internal characteristics, and
external characteristics [17]. This means that other factors such as technology, entre-
preneurial orientation, and market orientation would be more dominantly influence the
MSMEs performance in Makassar City, but they are not discussed in this research.
Some previous research confirmed that HR competencies has significant influences on
MSME:s performance [3],[4],[8],[9],[13],[18]. Although, in some cases, HR competen-
cies of knowledge and abilities have no direct influences on MSMEs performance [19].

5 Conclusion

Based on the research results, it can be concluded that knowledge and abilities as indi-
cators of human resource capabilities have no significant impact on the business per-
formance of MSMEs. This means that the first and third hypotheses are rejected. Skills
have been proven to has a positive and significant impact on the business performance
of MSMEs. This means there is a positive and significant impact on the business per-
formance of MSMESs. This means that the second hypothesis is supported. Meanwhile,
human resource capacity has a positive impact on MSME business performance be-
cause the fourth hypothesis is supported, which means the higher the competence of
HR (knowledge, skill, and abilities) the greater increase in MSMEs business perfor-
mance.
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