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Abstract

This study sought to construct and validate a model of entrepreneurial competencies that fosters
improved entrepreneurial performance. Data was collected from 150 SME leaders and analysed
using the Structural Equation Modelling (SEM) technique. The results confirmed four of the six
proposed hypotheses, establishing significant links where strategic competencies influence network
and opportunity competencies, and network competencies influence opportunity competencies.
Conversely, the hypotheses suggesting a direct influence of strategic and network competencies on
overall entrepreneurial performance were rejected. The study concludes that strategic and network
competencies do indeed enhance entrepreneurial performance, but they do so indirectly, with
opportunity competency acting as a crucial mediator.
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Introduction

The Resource-Based Theory perspective, particularly the knowledge-based view (Grant, R., 1996),
the natural-resource-based view (Hart, S., 1995), and the dynamic capabilities view (Teece, D. J.,
Pisano, G., & Shuen, A., 1997), continues to dominate current strategic thinking. Among these
capabilities, entrepreneurial competencies are considered intangible yet effective tools for achieving
sustainable business success (Mokbel A. K. et al., 2024).

Entrepreneurial competencies are valuable resources and serve as solutions for tackling complex
problems while facilitating the completion of tasks in the most beneficial way (Abawa, A., 2024). These
competencies are recognized as crucial factors in enhancing business performance, growth, and the
success of SMEs (Ferreras, G. R. et al., 2021). However, there remains diversity and limitations in the
dimensions of entrepreneurial competencies that significantly affect SME success, along with a lack of
empirical studies investigating potential causal relationships among these dimensions (Tehseen, S. et
al., 2019; Tehseen, S. & Anderson, A. R., 2020).

A key aspect of entrepreneurship lies in identifying the competencies entrepreneurs need, which
enables organizations to develop and improve their overall quality (Abawa, A., 2024). The role of
network competency is essential in achieving business growth, both in local and international markets
(Tehseen, S. et al., 2019). Equally important is the competency in identifying potential opportunities
(opportunity competency) (Aidara, S. et al.,, 2021), as well as entrepreneurs’ ability to formulate,
evaluate, and implement strategic competencies (Widodo, W., Widjajanti, K., & Widyo, D., 2024).
Nonetheless, studies on the substantive dimensions, prioritization, and causal relationships of
entrepreneurial competencies remain limited (Aidara, S. et al., 2021). Some findings suggest that
strategic competencies significantly influence entrepreneurial performance (Tehseen & Ramayah,
2015; Wickramaratne et al., 2014), while others, such as the study by Tehseen, S. et al. (2019), found
no such significance. Research on entrepreneurial competencies has explored a range of areas
including conceptual, opportunity, personal, learning, networking, strategic, and ethical competencies.
However, the results remain inconsistent in terms of their effect on SME performance (Nakhata, C.,
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2018; Quagrainie, F.A., 2019; Suhaimi, N.H.B.M., 2022). Based on the aforementioned literature, this
study aims to examine a model of entrepreneurial competencies that contributes to the realization of
entrepreneurial performance.

Literature Review
Entrepreneur Performance

Entrepreneurial activity is acknowledged as a primary driver of economic advancement, operating
through a coordinated process of identifying and leveraging opportunities for product, service, and
operational innovation (Pinho et al.,, 2018). Accordingly, an entrepreneur's performance is a
fundamental determinant of success. It is this performance that distinguishes successful entrepreneurs
from the rest, as it demonstrates tangible outcomes and the effectiveness with which business goals
are achieved (Jha, P. & Alam, M. M., 2022; Hisrich & Ozturk, 1999).

In the literature, indicators of entrepreneurial performance have been primarily associated with
financial criteria (Lumpkin & Dess, 2001), or a combination of financial and operational indicators
(Venkatraman & Ramanujam, 1986). However, this study adopts entrepreneurial performance
indicators based on the work of Alim, M. A. et al. (2023), Hossain, M. A. et al. (2024), and Wu, S., Luo,
Y., Zhang, H., & Cheng, P. (2024), which include: increased business revenue over the past three
years, successful production of desired product quality, and the introduction of new products.

Previous studies have mostly explored issues such as entrepreneurial proactiveness, calculated
risk-taking, innovation, opportunity focus, resource utilization, customer intensity, and value creation
impact on entrepreneurial performance (Alim, M. A. et al., 2023).

Entrepreneurial Competencies

Entrepreneurial competencies are understood as the combined set of attributes within individual
entrepreneurs that empower them to launch and sustain business ventures, especially when navigating
challenges. These competencies consist of the specific skills, knowledge, and abilities that individuals
apply to their entrepreneurial activities (Shet, 2024). Furthermore, these competencies manifest through
personal characteristics such as adaptability, creativity, and problem-solving abilities, which in turn
bolster their overall effectiveness as entrepreneurs (Mamun et al., 2019; Pulka et al., 2021).

To ensure business continuity, it is essential to identify and understand the key determinants that
influence entrepreneurial performance. A body of research has shown that a deficiency in
entrepreneurial competencies impedes the success of SMEs, although findings vary regarding the
effectiveness of different competency dimensions (Tehseen, S. et al., 2019).

The dimensions of entrepreneurial competencies are defined by various frameworks. According to
Abawa (2024), these include commitment, opportunity, organization, relationship, and strategic
competencies. Meanwhile, Tehseen et al. (2019) propose a more extensive model consisting of
conceptual, opportunity, personal, learning, network, strategic, and ethical competencies. However,
these competencies have shown inconsistent results in contributing to SME performance (Suhaimi,
N.H.B.M., 2022). Furthermore, there remains a lack of studies examining the substantive dimensions,
prioritization, and causal relationships of entrepreneurial competencies (Aidara, S. et al., 2021). For
these reasons, this study concentrates on three core dimensions: strategic competency, network
competency, and opportunity competency.

Opportunity Competency

For an entrepreneur's resources to confer a competitive advantage, they must be effectively
exploited to capitalize on business opportunities. Thus, the capacity to identify and select the most
viable ventures is a cornerstone of successful entrepreneurship (Zainol, N. R., & Al Mamun, A., 2018).
This is known as opportunity competency, which refers to the ability to discern market openings within
the competitive landscape (Al Mamun, A., et al., 2018). This skill set equips entrepreneurs to find,
evaluate, and act upon potential prospects by recognizing market gaps and environmental changes.
Furthermore, it involves proactively seeking new ventures via marketing and promotion to secure the
firm's long-term sustainability and performance. By focusing on the opportunities and resources at their
disposal, entrepreneurs can identify market gaps and align their assets to exploit them. Consequently,
achieving their full entrepreneurial potential requires them to leverage their available capabilities and
resources to take advantage of business opportunities (Zainol, N. R., & Al Mamun, A., 2018).
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Successful entrepreneurs tend to grow rapidly due to their strong opportunity recognition competencies.
Such individuals are capable of evaluating both risks and opportunities while identifying actual factors
and reciprocal relationships (Lim, W., Lee, Y., & Mamun, A. A., 2023). Complementing this, research
by Chatterjee et al. (2019) indicates that sociocultural elements including societal values, cultural
religiosity, and family backing are crucial drivers for both success and opportunity identification. Given
that opportunity recognition is proven to significantly impact entrepreneurial performance (Hasan &
Almubarak, 2016). this study posits the following hypothesis based on these previous findings:

H1. Opportunity competency has appositive effect to performance entrepreneur
Strategic Competency

The ability of an entrepreneur to effectively synchronize with the external business climate to secure
sustainable growth is known as strategic competency (Tafti et al., 2017). This competency is defined
as the entrepreneur's proficiency in creating, assessing, and implementing strategies aimed at
achieving business success (Tehseen, S., et al., 2019). It requires strategic thinking, which is
demonstrated by the entrepreneur's aptitude for developing strategic blueprints and a clear vision, and
subsequently taking the necessary strategic steps to realize them.

Findings from Hossain, M. A. et al. (2024) indicate that entrepreneurial competencies strengthen
the influence of e-commerce entrepreneurship on entrepreneurial performance. Moreover, strategic
competency has been shown to significantly contribute to business success and growth (Tehseen &
Ramayah, 2015; Wickramaratne et al., 2014). Based on the past research findings, this study posits
the following hypothesis:

H2. Strategic competencies has appositive effect to performance entrepreneur

A firm's ability to secure a competitive edge is fundamentally dependent on its strategic
competencies. Reinforcing this, Farooq and Abideen (2015) determined that for Small and Medium-
sized Enterprises (SMESs) to cope with an unpredictable business climate, strong strategic readiness is
essential.

The competency of opportunity recognition is not considered an innate talent but rather a skill that
can be actively developed and learned (Bird, 1995). This learning process is heavily reliant on an
entrepreneur's knowledge base, as a greater depth of knowledge directly improves their ability to
identify and assess new opportunities (Tsai et al., 2016; Yaghoubi Farani et al., 2017). Consequently,
formal entrepreneurship education serves as a key vehicle for enhancing this competency, equipping
individuals to better initiate and manage ventures and master other skills (Karimi et al., 2016; Mufioz et
al., 2011). Moreover, for a successful entrepreneur, a commitment to continuous learning is necessary
to consistently hone these recognition skills (Yaghoubi Farani et al., 2017). Building upon this
established body of research, the following hypothesis is formulated:

H3. Strategic competencies have a positive effect on opportunity competencies.
Network Competency

The effectiveness of entrepreneurial and strategic competencies in driving business success is
significantly enhanced when they are complemented by robust network competencies. These networks
are instrumental for a company to access critical resources, including knowledge, technology, and
specialized expertise. Networking as a practice involves purposeful behaviors directed at creating and
cultivating informal connections, both internal and external to the organization, with the aim of obtaining
valuable assets relevant to its work (Bendella, H., & Wolff, H. G. 2020).

Consequently, the significance of network competency in fostering business expansion, whether in
domestic or global markets, should not be underestimated (Tehseen, S., et al., 2019). By leveraging
their networks, entrepreneurs can identify promising opportunities, gain access to critical information,
and obtain valuable feedback on their offerings (Jha, P., & Alam, M. M., 2022). The growing reliance of
organizations on inter-firm connections makes these networks increasingly essential. Ultimately, the
resources sourced from networks can influence a company's strategic behavior by altering the set of
opportunities available to it (Hsu, S. H., 2007). In light of these previous scholarly findings, this study
puts forward the following hypothesis:

H4. Network competencies has a ppositive effect to opportunity competencies

The scholarly literature provides robust empirical evidence for a significant link between strategic
competencies and networking (Barringer & Ireland, 2019; Ritter & Gemunden, 2004).. Organizations
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thrive by continuously interacting with their external environment and creating long-term strategies to
cope with its inherent uncertainty, a task for which strategic skills are essential (Hambrick, 1982). Since
business expansion depends on external relationships, a positive correlation between strategic and
network competencies is clear. This connection is rooted in resource acquisition: an entrepreneur's
strategic capacity relies on inputs such as market knowledge sourced through networks. In other words,
access to crucial, up-to-date market information is contingent upon having well-developed relationships
with stakeholders, including customers, suppliers, and rivals (Tehseen, S., 2019). Based on this body
of evidence, the following hypothesis is proposed:

H5. Strategic competencies has appositive effect to network competencies

The impact of networking is considerable across all phases of a business's life, from its early stages
to its long-term growth (Al Mamun, A., Fazal, S. A., & Muniady, R., 2019). This sustained influence
stems from the fact that networking is a distinct capability that is a powerful determinant of firm
performance. It enhances performance by furnishing entrepreneurs with essential expertise and a range
of support structures, which are key to achieving better business outcomes. Network competency is
particularly vital for SMESs, enabling them to access the resources needed to meet commitments and
capitalize on growth opportunities. This, in turn, enhances their competitive standing and allows them
to secure a greater portion of a constrained domestic market (Torkkeli, L., 2016; Jha, P., & Alam, M.
M., 2022). In light of these previous scholarly findings, this study proposes the following hypothesis:

H6. Network competencies has appositive effect to performance entrepreneur
Methodology
Measurement

The study of these variables includes strategic competencies, network competencies, opportunity
competencies and entrepreneur competencies. The variables and indicators can be described in Table
1.

Table 1. Variable and Indicator

No Variable Indicator Reference
1 Performance Sales growth Alim, M. A., et al,
Entrepreneur Social responsibility (2023); Hossain,
Product quality M. A, et al
Market expansion (2024) ; Wu, S,,
Luo, Y., Zhang,
H., & Cheng, P.
(2024).
2 Opportunity Opportunity exploitation Mokbel A. 1. S., et
Competency Opportunity identification al (2024); Alim,
Customer-oriented innovation M. A, et al
Sensitivity to new ventures (2023).
3 Strategic Identification of long-term issues Tehseen, S., et al
Competency and opportunities (2019);Ahmad
Business adaptability (2007); Man and
Goal alignment Lau (2000)
Redesigning business objectives
and long-term changes
4 Network Collaborative partnerships Tehseen, S., et al
Competency Partner engagement (2019). ; Ritter et
Activity coordination al. (2002)
Respondent

This research focused on a population of leaders from batik SMEs within Indonesia's Central Java
Province. The study utilized a purposive sampling technique, meaning participants were selected based
on predefined criteria: their geographic location and a minimum business operation history of 10 years.
The determination of the sample size followed the recommendations of Hair et al. (1996), which

751



Architectural Image Studies, ISSN: 2184-8645

advocate for at least 100 participants or a sample five to ten times larger than the number of indicators.
Ultimately, to bolster the generalizability of the results, a final sample of 150 respondents was included
in the research.

Data Analysis Technique

The quantitative data analysis for this research was conducted using Structural Equation Modelling
(SEM) implemented via AMOS software. This model is a statistical technique that permits the
examination of a complex network of relationships. A primary benefit of SEM in management studies is
its ability to concurrently analyze two distinct components: the structural model (the relationships among
independent and dependent constructs) and the measurement model (the relationships between
indicators and their corresponding constructs).

Discussion

Based on the full model calculation of the Structural Equation Model (SEM) with AMOS sopfware,
Figure 1 and Table 2 are presented.

Figure 1: Model Entrepreneurial Competencies Performance Entrepreneur
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The model testing results met the recommended cut-off values, as indicated by the acceptable
levels of Chi-Square, Probability, CMIN/DF, and TL, all of which fall within the appropriate ranges.
However, the AGFI value was only marginally acceptable. The results of the hypothesis testing are
summarized in Table 1.
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Table 2: Standardized Regresion Weight (Loading Factor) Entrepreneur Performance

No Effects Estimate C.R. P

1 | Strategic Competencies —p Network Competencies ,297 2,975 ,003 Sig.*
2 | Network Competencies —p Opportunity Competencies ,335 3,348 il Sig.
3 | Strategic Competencies — Opportunity Competencies ,290 3,010 ,003 Sig.
4 | Network Competencies —y Entrepreneur Performance ,156 1,430 ,153 N.S.
5 | Strategic Competencies —p Entrepreneur Performance ,011 0,107 ,914 N.S
6 | Opportunity Competencies — Entrepreneur Performance ,234 2,068 ,039 Sig.
*0.05

The results presented in Table 1 indicate that out of six hypotheses tested, four were validated by
the empirical evidence. The findings confirmed a significant effect of strategic competencies on network
competencies, of network competencies on opportunity competencies, and of strategic competencies
on opportunity competencies. However, the two hypotheses that posited a direct influence of strategic
competencies and network competencies on entrepreneurial performance were not supported by the
data.

This study highlights factors that have both direct and indirect effects on entrepreneurial performance.
It finds specifically that opportunity competencies which encompass the ability to exploit opportunities,
identify new ones, and align product benefits with customer needs exert a direct and significant impact
on entrepreneurial performance. For this research, entrepreneurial performance was assessed using
metrics like increased sales, dedication to social responsibility, consistent product quality, and market
share. These findings are in line with prior work by Hasan and Almubarak (2016) and support the
perspective that entrepreneurial performance is driven by the capacity to recognize business
opportunities (Zainol and Al Mamun, 2018; Lim, Lee, and Mamun, 2023; Chatterjee et al., 2019). This
implies that opportunity competency reflects an entrepreneur's talent for identifying market gaps and
environmental shifts, evaluating them accurately, and pursuing promising business prospects to ensure
sustained entrepreneurial performance.

The second finding indicates that network competencies and strategic competencies do not have a
direct significant effect on entrepreneurial performance. However, they do have a significant indirect
effect through the mediating role of opportunity competencies. This suggests that opportunity
competencies are enhanced through network competencies, such as collaboration with complementary
partners, engagement with partners, and coordination of joint activities. Similarly, they are also
influenced by strategic competencies, such as identifying long-term issues and opportunities, adapting
business direction, prioritizing strategic tasks, and redesigning business objectives. These results are
in line with the findings of previous studies by Tsai et al. (2016), Yaghoubi Farani et al. (2017), and Jha
and Alam (2022). Moreover, this study addresses the existing gap in the literature regarding the
substantive dimensions, prioritization, and causality of entrepreneurial competencies, as highlighted by
Aidara et al. (2021).

Comprehending both the direct and indirect effects of entrepreneurial competencies on the
performance of SMEs is essential for economic growth. This study adds to the field by underscoring
how strategic, network, and opportunity competencies are critical for firms navigating volatile business
climates. A key contribution is the finding that opportunity competency acts as a mediator, channelling
the influence of strategic and network competencies onto SME performance. This insight offers
significant value and advances the current body of knowledge in entrepreneurship and SME
development studies.

Limitation and Future Research

The results of the full model Structural Equation Modelling (SEM) analysis indicate that the model
fits the data well. However, two fit indices were accepted only marginally, particularly the Adjusted
Goodness of Fit Index (AGFI = 0.870). The effects of network competencies on entrepreneurial
performance and strategic competencies on entrepreneurial performance were found to be statistically
insignificant. Therefore, future research is recommended to introduce a mediating variable between
network competencies and entrepreneurial performance, as well as between strategic competencies
and entrepreneurial performance. One such potential mediator is strategic thinking, which includes
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dimensions such as systemic thinking, creative thinking, vision-driven thinking, and market-oriented
thinking.
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