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Abstract. Micro, small, and medium enterprises put up to the improvement of
the economy. The survey was conducted to reveal the nexus between social
capital, organizational learning capabilities, and business performance of
MSMEs in Palembang. MSME owners or managers are determined to be the
population based on business criteria. Based on the purposive sample method, a
sample of 115 respondents was obtained. The initial data were tested for validity
and reliability based on the Cronbach Alpha method, then the tested data were
further analyzed employing multiple regression. The study revealed that social
capital could boost organizational learning capabilities. Then, social capital and
organizational learning capabilities can spur business performance. This survey
could be used as a prescription for MSMEs owners or managers in improving
business performance.

Keywords: business performance, organizational learning capabilities, social
capital, MSMEs.

1 Introduction

Social capital is a system of social connections shared by an organization,
including relationships between employees, customers, suppliers, and
business partners [1]. Social solid capital creates an atmosphere of trust,
cooperation, and engagement within the organization [2]. Substantial social
capital in organizations is the foundation for long-term growth and sustainability
includes trust, cooperation, and effective communication between members of
the organization [3]. Organizations with good social capital tend to be more
innovative, as their members feel comfortable sharing ideas and collaborating
to create better solutions [4]. In addition, socially solid capital also allows
organizations to more easily access external resources such as information,
support, and business opportunities [5].

However, social capital alone is not enough to achieve a competitive advantage in
the long term. Organizations are also required to have strong learning capabilities [6].
Learning capabilities are an organization's competence to unearth new knowledge,
adapt strategies, and innovate based on experience and environmental changes [7].
Learning capabilities involve attitudes and systems that support continuous learning,
including organizations' ability to recognize environmental changes, collect relevant
data, analyze it, and adapt their strategies and operations as needed [8]. Organizations
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that have good learning capabilities can adapt more quickly to market, technology, or
regulatory changes [9]. Learning capabilities assist organizations in gathering relevant
data, analyzing it, and making more informed decisions. With strong learning
capabilities, organizations can continuously develop better products, services, and
processes [10].

The ability of MSMEs to understand market trends, identify opportunities, and
adapt their products or services is an important factor in growth and differentiation [11].
Continuous learning enables MSMEs to improve their operational processes, reduce
costs, and improve quality [12]. In an era where rapid change and uncertainty are
constant, MSMEs that understand and manage the interconnection betwixt social
capital and organizational learning capabilities have a greater chance of achieving
successful business performance [13]. They can be more responsive to market changes,
more innovative in products and services, and more efficient in their operations [14].
Therefore, investment in the development of these two aspects is an important step for
MSMEs that want to be competitive at the local and global levels [15]. This survey
reveals the clout of social capital on an organization's learning capability. Then, the
clout of social capital, and organization learning capability on business performance in
the micro, small, and medium enterprises sectors in Palembang.

2 Literature Review and Hypothesis

RBV theory is an approach to facing challenges and seizing opportunities. The RBV
approach becomes a theoretical background that aims to determine the relative impact
of company resources to increase added value for the company [16]. RBV theory is
also a capability lifecycle, which is a capability that spaciously elucidates the prevalent
scheme of organizational capability cultivation emanating from a dynamic resource-
based theory [17].

Social Capital and Organizational Learning Capabilities

Capability of organizational learning is considered the managerial and organizational
attributes or factors that simplify the process of organizational learning or permit an
organization to delve [18]. [19] revealed that organizational learning can be improved
through appropriate social capital and have a positive impact. Increased organizational
learning through cooperation and trust components will be achieved through social
capital [20]. The important source of value creation and competitive advantage of
diverse firms is supported by social capital and organizational learning capabilities [11].
Based on the description of the concept and previous studies, a hypothesis was
formulated:

H1: social capital can increase organizational learning capabilities

Social Capital and Business Performance

Improving performance and utilization of environmental opportunities can be done
through the accessibility of vital information sources facilitated by the use of social
capital [21]. Measurable accessibility to diverse information that can create innovative
performance is driven by the strong social capital of an organization [19]. Innovative
organizational performance will be achieved through knowledge sharing from the
concept of social capital [20]. Marketing performance can be improved through



6 A. Jalaludin Sayuti and H. Setiawan

improving the quality of social capital [22]. Based on the description of the concept and
previous studies, a hypothesis was formulated:
H2: Social capital can increase business performance

Organizational Learning Capabilities and Business Performance

Researchers have shown interest in examining the endowment of organizational
learning in improving organizational quality and competitiveness. The creation and
enhancement of knowledge and individual learning will encourage the dispersion of
knowledge during the organization driven by the building of organizational learning
capacity. [23] prove that a learning organization has a positive clout on the performance
of an organization. [24] reveal that business performance is driven by innovation and
organizational learning. [25] found that organizational learning and teamwork
cohesively can improve business performance. [26] emphasized that business
performance can be improved by optimally improving organizational learning
capabilities. Based on the description of the concept and previous studies, a hypothesis
was formulated:

H3: Organizational learning capabilities can increase business performance

3 Methods

MSME owners or managers are determined to be the population based on business
criteria. Based on the purposive sample method, a sample of 115 respondents was
obtained. The initial data were tested for validity and reliability based on the Cronbach
alpha coefficient standard, then the tested data were further analyzed employing
multiple regression. The questionnaire was distributed in the form of a Google form to
respondents using WhatsApp. Social capital is quantified by 12 items from [27] and
organizational learning capabilities are quantified by 10 items from [28]; [29]. Business
performance is quantified by 10 items from [30]; [31].

4 Results

Respondent description

The description of respondents amounted to 115 individuals, which can be broken down
based on the age of the business owner or manager 34.8% aged < 25 years, 26.1% aged
25-34 years, 22.6% aged 35-44 years, and 16.5% aged > 44 years. The last education
of business owners or managers was 7% junior high school, 52.2% high school, 33.9%
D3, and 7% S1. The type of business run by business owners or managers is 41.7%
traditional food/beverage processing, 46.1% food/beverage processing, 7.8% local
handicrafts, and 4.3% service businesses. Then, the length of business undertaken by
the owner/manager is 33.9% < 1 year, 50.4% 1-3 years, and 15.7% > 3 years.

Validity and Reliability

Referring to the results of validity testing, it can be stated that all items of the variables
studied have met the established value standard .521 through .873. For the reliability
value, the results of all variables are declared feasible because > .60.
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Table 1. Validity Measurement
Var. Item Val. score Description.
Social Capital SocCapl .799 Valid
SocCap2 .833
SocCap3 .690
SocCap4 747
SocCap5 .708
SocCap6b .873
SocCap?7 .826
SocCap8 .761
SocCap9 .756
SocCapl10 .873
SocCapll .826
SocCapl2 .761
Org. Learning Capability OLCal .823 Valid
OLCa2 .801
OLCa3 .798
OLCad .531
OLCa5 .856
OLCab .870
OLCa7 .824
OLCa8 .745
OLCa9 .756
OLCal0 .707
Business Performance BusPerl .689 Valid
BusPer2 .761
BusPer3 .821
BusPer4 .799
BusPer5 .862
BusPer6 713
BusPer7 .795
BusPer8 .726
BusPer9 521
BusPer10 .707
Table 2. Reliability Measurement
Var. Cronbach
Social Capital .944
Organizational Learning Capability .907
Business Performance .906
Regression Analysis
Table 3. Regression Analysis
Independ Depend B t- Sign.

value
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Social Capital Org. Learning Capability .54 9.917 .000
Social Capital Business Performance 3 8.773 .000
Org. Learning Capability Business Performance 48 11.51 .000

9 1

.70

9

Hypothesis 1 declares that social capital can improve organizational learning
capabilities provably. This could be sight from the value of B .543, t-value of 9.917,
and sig .000. This study supports the research of [19] revealed that organizational
learning could be enhanced through appropriate social capital and has a positive impact.
Research by [20] revealed that increased organizational learning through cooperation
and trust components will be achieved through social capital. The study of [11] explains
that the important source of value creation and competitive advantage of diverse firms
is supported by social capital and organizational learning capabilities. It can be revealed
that MSME owners or managers who can prepare optimal social capital for business
continuity will be able to spur and improve the learning capabilities of employees in
the company.

Hypothesis 2 expresses that social capital is in a position to ameliorate business
performance can be proven. This could be sight from the value of § .489, t-value of
8.773, and sig .000. The study supports the research of [21] which describes that
improving performance and utilization of environmental opportunities can be done
through the accessibility of vital information sources facilitated by the use of social
capital. A study by [19] revealed that measurable accessibility to diverse information
that can create innovative performance is driven by the strong social capital of an
organization. [20] explain that innovative organizational performance will be achieved
through knowledge sharing from the concept of social capital. Then, [22] describes that
marketing performance can be improved by improving the quality of social capital. This
study can reveal that MSME owners or managers who support social capital optimally
will be able to spur business performance improvement.

Hypothesis 3 which states that organizational learning capabilities can improve
business performance can be proven. This could be sight from the value of B .709, t-
value of 11.511, and sig .000. The survey bolsters the research of [23] and proves that
learning of organizations has a positive clout on the performance of organizations. A
study [24] reveals that business performance is driven by innovation and organizational
learning. [25] found that organizational learning and teamwork cohesively can improve
business performance. Then, [26] emphasized that business performance can be
improved by optimally improving organizational learning capabilities. This study
reveals that optimal learning capabilities carried out by MSME owners or managers
will be able to spur business performance in a better direction.

5 conclusion

The RBV approach serves as a theoretical fundamental that aims to stipulate the relative
impact of company resources to increase added value for the company. The outcome
of the survey revealed that optimal social capital could boost organizational learning
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capabilities and MSME business performance. In addition, organizational learning
capabilities can improve MSMESs' business performance. Based on a conceptual way of
thinking, the outcome of the survey contributes to providing additional references in
the field of strategic marketing, especially strategies that can be applied to improve
business performance. Then, from a practical way of thinking, the survey offers
knowledge for MSME actors in business management, especially strategies to improve
business performance through optimizing social capital and organizational learning
capabilities.
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