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Abstract

The food and beverage industry in North Padang Lawas requires a lot of labor. Companies use labor as social
and human capital. The purpose of this study is to descriptively analyze, analyze the effect of human capital
and social capital on the performance of food and beverage SMEs in North Padang Lawas City, and then make
recommendations to improve SME performance. The methods used in this study include performance value
analysis (IPA), fish bar diagrams, and structural formula analysis (SEM) with a Partial Least Squares (PLS)
approach. The results of SEM analysis showed that. As a result, it is recommended to improve the
performance of SMEs through supporting activities, such as establishing a quality control system and
production implementation standards, improving the facilities owned by SMEs, and participating in training
that improves the ability of SME employees.
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1. INTRODUCTION

Developing countries are now starting to pay attention to how Small and Medium
Enterprises (SMEs) drive economic growth. In addition, the number of small and medium-
sized businesses (SMEs) in Indonesia continues to increase every year, opening up new
employment opportunities. (Hardana, A., 2022). The city government of North Padang
Lawas is very concerned with the problems of SMEs in the vicinity. In North Padang Lawas,
formal and non-formal SME units have different types of businesses. Businesses that have
legal status and permission from the government are referred to as formal businesses.
(Atasnassoy J & Mandell A, 2018).

The food and beverage industry has 342 industrial business units, which is the
largest number compared to other industries such as processed wood, chemicals, metals,
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conveyances, textiles, alpora, pulp, and leather. In addition, food and beverage SMEs
employ 6034 workers. (Hardana, A., 2022). This proves that the food and beverage
industry has great potential for development. The weather conditions in North Padang
Lawas also support business people to establish small and medium enterprises. Seeing the
opportunity for profit, people are now competing to invest their money in SMEs. Thus, the
number of SMEs in the city of North Padang Lawas has increased within five years. (Babar,
M. & Habib A, 2021). Within a concentrated ownership setup, dominant shareholders
possess the authority to appoint management who will act in alignment with their
interests, while other shareholders have limited authority in selecting management.
(Babar, M. & Habib A, 2021).

The number of small businesses increased every year, reaching 5155 units in 2022.
However, the number of medium-sized businesses dropped from 1679 units in 2020 to 1477
units in 2021 (Dinas Koperasi dan UMKM Kota Padang Lawas Utara, 2023). There is a
greater possibility that small businesses can develop into large businesses as a result of
the decline in the number of medium-sized businesses. (Hardana, A., 2024).

According to (Hardana, A., 2022)..In medium-sized enterprises, most business
owners are well educated, have access to government programs, and have hired
professional managers. This indicates that medium-sized enterprises have good human
capital. In addition, the establishment of formal management and organizational
structures in medium-sized enterprises presents good social capital as well. Therefore,
labor or human resources are referred to as intangible assets. (Utami et al., 2023).This
intangible asset can be represented through human capital and social capital. (Hasibuan
etal., 2022).

A number of previous studies have shown that these two types of capital-human
and social-have a significant impact on MSME performance. (Lismawati., 2023). However,
there is still a void of research that examines the relationship between the two more
comprehensively, as well as how they can interact with each other to improve
competitiveness and business sustainability. Therefore, this study aims to dig deeper into
the influence of human capital and social capital on the performance of MSMEs in
Indonesia. (Hardana, A., 2022).

However, many MSMEs face problems to optimize their operations. (Hardana, A,
2023). These include limitations in marketing networks, resource shortages, and
limitations in management. MSME performance is affected by many different aspects,
including human capital and social capital. (Hardana, A., 2022; Batubara et al., 2024).

Human capital refers to the types and capabilities of human resources possessed
by the firm's owners and employees. Good human capital enables MSME entrepreneurs to
make informed decisions, innovate, and improve the competitiveness of their products
and services. (Hardana, A., 2022). Key components of human capital include education,
skills, work experience, and management and leadership capabilities. (Hardana, A., 2022).
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However, social capital focuses on the social relationships formed between
individuals or groups in a business environment. (Mutiah et al., 2023). These social
relationships consist of networks, trust, norms, and collaboration, and can be leveraged
to expand business opportunities, obtain market information, and build cooperation with
various parties. In the case of MSMEs, strong social capital can be an important factor in
expanding markets, gaining access to financing, and enhancing collaboration. (Hardana,
A., 2022).

Research (Fauzan et al., 2022) focuses on the role of intra- and extra-industry
networks as one of the elements of social capital. This study proves that social capital is a
mediating medium that strengthens the relationship between entrepreneurial orientation
and performance. Nahapiet and Goshal (1998) stated that the indicators for social capital
are structural, relational and cognitive dimensions. Research results (Wahyuningrum,
2013). shows that human capital and social capital have a direct influence on performance
in craft SMEs in Depok. Both previous studies have proven that performance is influenced
by human capital or social capital. However, there is no research that states that human
capital and social capital affect performance in food and beverage cluster SMEs in North
Padang Lawas city.

This research is expected to contribute to the development of policies and
strategies for assisting MSMEs, as well as provide insights for entrepreneurs in utilizing the
resources they have to improve the performance and competitiveness of their businesses
in an increasingly competitive market.

The results of research written by Muhammad Ras Muis, J Jufrizen, and
Muhammad Fahmiin 2018 entitled The Effect of Organizational Culture and Organizational
Commitment on Employee Performance show that organizational culture has a positive
and significant effect on employee performance partially, organizational commitment has
a positive and significant effect on employee performance simultaneously.(Halimah et al.,
2023).

This research problem is as follows: 1) What do people think about human capital,
social capital, and the performance of Food and Beverage SMEs in North Padang Lawas
City? 2) What are the results of the analysis of how human capital and social capital affect
the performance of Food and Beverage SMEs in North Padang Lawas City? 3) What is the
best model to improve the performance of Food and Beverage SMEs in North Padang
Lawas City? The objectives of this study are as follows: 1) Descriptively examine human
capital, social capital, and the performance of food and beverage SMEs in North Padang
Lawas City; 2) Examine how human capital and social capital affect the performance of
food and beverage SMEs in North Padang Lawas City; and 3) Select the best model to
improve the performance of food and beverage SMEs in North Padang Lawas City.
(Hardana, A., 2022)
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2. LITERATURE REVIEW

2.1. Human Capital

Human capital is important because it is the source of innovation and renewal
strategies. It can be obtained from research, management dreams, process reengineering,
worker skill development, and brainstorming. In addition, human capital adds value to the
company every day through motivation, commitment, competence, and teamwork
effectiveness. Workers can provide this added value through the development of
corporate competencies, knowledge transfer from workers to the company, and changes
in management culture. (Mayo et al., 2020)..

According to (Schermehon et al., 2022) Human capital is defined as the economic
value of human resources related to their skills, knowledge, ideas, innovation, energy and
commitment.

Human capital is all the attributes available in human beings, including habits,
knowledge, social attributes, and personality (including creativity) that are manifested in
the ability to perform work so as to generate economic value.

2.2. Social Capital

“Social wealth was used in community and family relationship research, and then
expanded to the business sector. To achieve organizational goals, employees must
interact with each other and continually impact each other. According to (Windari et al.,
2021)., Marketing requires management instruments that are more social in nature. In this
context, social capital becomes very important as one of the strategic tools that can
provide a competitive advantage. According to (Ajijah et al., 2023), social capital consists
of “social networks, emergent reciprocity, and value for achieving common goals.” Social
capital, or social capital, is a term that is often misunderstood.

While some researchers treat social capital as an individual-focused methodology,
others argue that it is a community-level attribute. Social capital can be defined as a set of
informal values and norms shared among members of a community group that enable
cooperation among them. (Sry et al., 2022).

2.3. SME Performance

Performance is the result of work that can be achieved by a person or group of
people in a company in accordance with their respective authorities and responsibilities in
an effort to achieve organizational goals illegally, not against the law and not against
morals and ethics. (Utami et al., 2023). The definition of performance is the quality and
quantity of work achieved by an employee in carrying out his duties in accordance with the
responsibilities given to him.

Meanwhile, according (Mathis dalam Masram, 2022) to also mentioned that
performance is basically what employees do or do not do. Performance management is
the overall activity carried out to improve the performance of a company or organization,
including the performance of each individual and work group in the company. According
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to (Rivai & Basri, 2023) states “Performance is the result or level of success of a person as
a whole during a certain period in carrying out tasks compared to various possibilities, such
as standard work results targets or goals or criteria that have been determined in advance
and agreed upon together”. (Hardana et al., 2023).

3. RESEARCH METHODS

In the first stage, a descriptive analysis was conducted regarding food and
beverage SMEs. Next, the level of importance between the performance achieved through
the Importance Performance Analysis (IPA) method was analyzed, and the problems
existing in the SMEs through fishbone analysis were identified. Next, the objective was to
determine how human capital and social capital impact the performance of food and
beverage small and medium enterprises (SMEs) in North Padang Lawas City. Figure 1
shows the research route, which was conducted in Agro SMEs of North Padang Lawas City
from July to October 2023.

Primary and secondary data were used in this study. The selection of food and
beverage SMEs in North Padang Lawas was based on the following criteria: registered with
the Department of Industry and Trade (Disperindag) and the Department of Cooperatives
and SMEs of North Padang Lawas City, having at least 5 workers, owners actively
participating in training from related agencies, and SMEs that were considered capable of
implementing the training. As a result, the total population reached 65 business units.
According to (Umar, 2023). If the population is relatively small, then the minimum sample
size is 20% of the population. Obtained 13 SMEs were studied. Sampling techniques using
non-probability methods by means of purposive sampling is the selection of samples based
on certain criteria that are considered to have a connection with the characteristics of the
population. The employee sample came from 13 SMEs, so that 65 employees were
obtained.
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The following are details about the data analysis methods used in this study: 1.
Descriptive Analysis: This analysis discusses descriptively the respondents' answers to the
questionnaire. 2. Importance-Performance Analysis (IPA): This technique asks respondents
to improve various elements (attributes) of the offer based on the degree of importance
of each element. The results show a scale range of 0.8, which is based on the equation and
value weights used in this study. 3. Fishbone Diagram: A structured method that allows for
more in-depth analysis to identify factors that contribute to specific problems,
discrepancies and gaps. (Nasution et al., 2022). 4. Structural Model Equation (SEM) is a
multiple regression equation used to test structural and measurement models.

The measurement model explains predictions or hypotheses about how the cause
and effect variables relate to each other. However, the structural model explains how the
research variables can be operationalized into measurable indicators, which are shown in
the path diagram (Kusnedi 2008). This study uses Partial Least Squares (PLS).

This study investigated the relationship between the variables of the two types of
models. According to research conducted by (Hasibuan et al., 2023)., Intra- and extra-
industry networks play an important role in shaping social capital. Thus, social capital
serves as a mediator that strengthens the relationship between entrepreneurs'
orientation and their performance. Therefore, the first model shows that human capital as
a moderator variable affects performance and social capital. Figure 2 shows the first
model.
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Figure 2. First Model Structure

According to previous research (Wahyuningrum 2013), social capital and human
capital have a direct influence on performance. Therefore, the second model was created
to describe the effect of social capital and human capital on performance directly. Figure
3 shows this model.
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Figure 3. Second Model Structure

Based on these two models, the hypotheses proposed for this study are as follows:
Ho1,2,3: There is no effect of human capital and social capital on SME performance; H11,2,3:
There is an influence of human capital and social capital on the performance of SMEs.

4. RESULT AND DISSCUSSION
4.1 Result

SME characteristics: The 13 food and beverage SMEs in North Padang Lawas City
selected for this study met the criteria of a minimum workforce of 5 people. Table 1 shows

the characteristics of the respondent SMEs

Number
Name of SME Year Scale of Type of of Turnover
Established Business Business (IDR)
Workers
1 Bolu Pisang 20 Kecil Bolu pisang 9 50 000 000
Ibu Onih
2 Mitra 14 menengah Minuman jelly 66 800 000
Makmur 000
3 Brownies EI- 10 Kecil Brownis dan 1 100 000
Sari bolu 000
4 Sahazah 3 Kecil Krupuk 18 44 000
Krupuk
5 Anofood 14 menengah Gepuk dan 30 600 000
Prima catering 000
Nusantara
6 Risollaku 3 Kecil Risol 5 35 000 000
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7 Papa Pia 4 Kecil Pia 10 12.500.000
8  Akazia Cake 6 Kecil Kue kering 6 30 000 000
N Bakery
9 Dodol Talas 10 kecil Dodol talas 6 6.000.000
10 3-Roses 5 Kecil kue kering, pia 18 70.000.000
dan roti
1 Asih Aulia 10 kecil kue kering 7 11.000.000
12 Cielo 3 kecil minuman 12 135.000.000
sirup pala
13 Simping Dewi 43 kecil simping 5 35.000.000

Source: Data processed

Table 1 shows that Food and Beverage SMEs in North Padang Lawas City have
characteristics that are quite enduring because 7 out of 13 SME samples have been
established for more than 10 years. Based on data in the field, SME owners are experts in
recognizing the market so that business competition looks quite good with a variety of
different and unique culinary varieties offered to consumers by each SME.

The innovation can be in the form of shape, packaging, and taste. These
innovations can bring the average business turnover of SMEs to above Rp.30,000,000 per
month. It can also be seen that food and beverage SMEs are able to absorb labor, small
businesses are able to absorb 5-8 workers, while medium-sized businesses reach 66
workers and generate the highest turnover of Rp.800,000,000. Although the workforce
in SMEs is not concerned about education, the government of North Padang Lawas City
equips the skills of the workforce with training.

A total of 60 employees from thirteen small and medium-sized enterprises (SMEs)
were selected through purposive sampling method. The education of the food and
beverage SME workforce in North Padang Lawas City is mostly in senior high school. In
addition, the age of most workers is between 16 and 25 years old, which is a productive
age and ready to work. Each SME has a standard for compensating its workers.

The income of SME employees is based on their ability, work output, and capability.
According to Khoirrini, Kartika-Effects of Human Capital and Social Capital on Performance
Journal of Management and Organization Vol V, No 2, August 2014-the average income of
employees ranges between Rp 1 000 001 and Rp 1 500 000. This is greater than the 2012
North Padang Lawas city minimum wage of Rp 1 174 200. Small and medium-sized
businesses (SMBs) employ professional employees, and most of them are not related to
the owners. However, most food and beverage SMEs do not have a formal organizational
structure, and management is led directly by the owner. Employee turnover rates increase
rapidly, ranging from o0-3 years.
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Perception is an assessment that a person submits as a form of achievement. The
assessment of SME employees' perceptions of human capital, social capital, and
performance variables can be seen in table 2.
Table 2. Perceptions of SME employees on social capital, human capital,
and performance

No Variable Value Description
Social Model
1 Structural Dimension 3.90 Agree

2 Relational 4.05 Agree
3 Dimension Cognitive Dimension 3.90 Agree
Human Model
1 Formal Education 3.28 Moderately Agree
2 General Method On The Job Training 3.46 Agree
3 Specific Method On The Job Training 3.46 Agree
4 Other Knowledge 3.00 Agree
Performance
1 Productivity 3.86 Agree
2 Innovation Power 4 Agree

Source: Data processed

Employees agree on social influence on performance with the highest score of 4.05
on the relational dimension, according to Table 2. All metrics show agreeing values, which
means social capital should be maintained in its current state. Formal education seems to
have a low value on the human capital variable. This suggests that for employees, formal
education is not important; what matters to owners is the ability to work within a field.
One of the performance assessments most approved by employees is innovativeness,
which encourages employees to change their work practices to utilize innovation to
achieve SME goals.

Quadrant analysis and gap analysis are two parts of IPA. Quadrant analysis maps
attributes plotted by importance and performance, while gap analysis shows the
difference between expectations and performance achieved by the attributes concerned
(Supranto 2004). Quadrant analysis is used with a cartesian diagram to map atibut-
Khoirrini, Kartika-Effect of Human Capital and Social Capital on Business Outcomes.

Table 3.Quadrant analysis and IPA gap analysis

Level of
. Performance Importance
No Variable ) ) agreement Gap
X
y (Tki%)
1 Financial Statements 3.69 4.46 82.76 0.77
2 Daily Financial Records 3.62 4.46 81.03 -0.85
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3 Infrastructure Facilities

4 Production
Implementation
Standards

5  Quality Standards

6  Quality Control System

7 Product Innovation

8  Production Technique
Innovation

9  Target Market

10  Product Promotion

11 Distribution Network

12 HR Administration

13 HRTraining HR

4 Compensation System

15  Short-Term Plan

16 Medium-Term

17 Plan Long-Term Plan

18 Documented Business
Vision

19 Documented Business
Missionbusiness

20 Obijectives

21 Organizational Culture

22 Formal Organizational
Structure

Jumlah

Rata-Rata

3.31
3.38

3.85
3.38
3.62
3.54

3.77
3.46
3.92
3.15
3.15
3.69
3.62
3.46
3-23
2.31

2.31
3.62
3.38

3.23

74.69
3.46

4.08
4.08

4.17
4.08
4.17
4.08

4.17
4.17
4.42
3.92
3.69
4.08
3.92
3.92
3.92
3.85

3.85

3.85

93.39

4.06

81.13
82.89

92.31
8
86.77
86.66

90.46
83.08
88.82
80.39
85.42
90.57
92.16
88.24

82.35
60.00

94.00

84.62
80.77
85.25

1837.3
83.51

-0.77
-0.7

-0.32

-0.55
-0.54

-0.4
-0.71
-0.49
-0.77
-0.54
-0.38
-0.31
-0.46
-0.69
-1.54

1.54

-0.23
-0.62
-0.77

-14.64
-0.66

Source: Data processed

Table 3 shows a satisfaction level of 83.51, which indicates high satisfaction.

Performance falls short of expectations with a margin of -0.66 between expectations and

performance. On the other hand, the average expectation is higher than the average

performance. Quadrant analysis also helps determine which indicators should be

prioritized for development. Figure 4 shows those priorities.
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Figure 4. IPA Cartesian Diagram

All variables that have been determined will be spread to four parts in the analysis
quadrant in Figure 4. The distribution of research variables is explained as follows: a.
Quadrant | (Top priority) The variables in this section have a performance level below
average but a high level of importance. The variables that fall into quadrant | are variables:
3, 4, 6, 21, 22 b. Quadrant Il (Maintain performance) These variables have a high level of
importance and above average performance. The variables are 1, 2, 5, 7, 8, 9, 10, 11, 14 C.
Quadrant Il (Low priority) These variables have a fairly low level of importance and their
performance is also rated low.

The variables are variables: 12, 13, 17, 18, 19 d. Quadrant IV (Excessive performance)
These variables have a fairly low level of importance but a fairly high performance, so they
are considered excessive by the owner. In this quadrant, the focus of resources can be
shifted to other variables that are more prioritized. The variables included in this quadrant
are variables 15,16,20.

4.2 Discussion
A fishbone diagram shows the main problems faced by the Food and Beverage
SMEs of North Padang Lawas City. The head of the fish represents the results of the
various problems, the spines represent the supporting causes of the most important
problems, and the tail represents the main causes of the problems. Figure 5 illustrates the
various problems.
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Figure 5. Fish Bone Diagram

People are the main cause of SMEs' problems, as they contribute greatly to
business sustainability and competitive advantage. SMEs struggle to grow due to a lack of
educated labor and lack of skills training. The second cause is low product quality, which
has a major impact on customer satisfaction and SME trust. SMEs in North Padang Lawas,
especially those in the food and beverage industry, face problems in terms of product
quality, namely products that expire quickly. The absence of clear quality standards and
adequate quality control does not support this situation.

The situation in the field shows that some SMEs continue to integrate their private
homes with their production facilities, which results in limited production capacity. The
equipment and supplies used for production are traditional. The fourth cause is from a
material perspective. All materials required to run an operation in a company are referred
to as materials. Business people complain about the socialization of universities. One of
the best universities in the country, Padang Lawas Utara, allows businesses to thrive.

However, business owners are still not informed about the training that SMEs
need, such as quality safety, nutrition, halal certification, and others. In this case,
universities and SMEs should integrate the right information system.

Analysis of the Effect of Human Capital and Social Capital on SME Performance
with a Partial Least Square (PLS) Approach using SEM with SmartPLS. Model evaluation
was carried out to evaluate the effect of exogenous variables on endogenous latent
variables and to determine the most suitable model of the two research models. Table 4
shows the evaluation and interpretation of the three models in general.

Table 4. Outer model and inner model evaluation results of models 1 and 2

L Assessment
Criteria Model 1 Model 2
Standard
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Loading factor

Average
Variance
Extracted

Communlity

Composite
Reliability

Signifikansi

R-Square

Nilai loading factor
>0.7

Nilai AVE > 0.50
(Valid)

Nilai > 0.5 (Valid)

Composite
Reliability > 0.7
(Reliabel)

Nilai T-Statistik >
1.96 (5%)

R-square shows
the level of model
strength

The loading factor
value of PL, KOG, STR,
DO, PRO is above 0.7

H. Insani (1.0000),
H.Social (0.7916),
Performance (0.6373)

H. Insani (1.0000),
H.Social (0.7916),
Performance (0.6373)

M. insani (1.0000),

H. social (0.8856),
Performance (0.7781)

Insani>> Performance
(5.0174)(Berpengaruh)
Sosial >> Kinerja
(2.6150)(Berpengaruh)
Social - > insani
(2.9148)

R-square Performance
by 0.1067 insani 0.1164

The loding factor
value of KOG, RLS,
STR, PL, PRO, DOis
above 0.7

H. Insani (1.0000),
H.Social (0.6326),
Performance
(0.6512)

H. Insani (1.0000),
H.Social (0.6326),
Performance
(0.6512)

H. insani (1.0000),

H. social (0.8477),
Performance

(0.7729)

Insani - >
Performance
(5-4875)
(Berpengaruh) Social
>> Kinerja (5.4310)
(Berpengaruh)

R-square
Performance by
0.2998

Source: Data processed

Table 4 shows that the SEM results can evaluate the most suitable research model
to answer the hypothesis. The results of evaluating the two models show that there are
indicators that are reduced; however, fewer indicators are reduced in the second model.
Test valid and reliable models using AVE, Communlity, and Composite Reliability values.
Both models have met the valid and reliable criteria. The results of the inner analysis of
model 1 can be seen in Figure 6.
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Figure 6. Linear Model 1 Results

Figure 6 shows that the structural and relational dimensions are the indicators
chosen to look at social capital. Indicators that look at human capital are other knowledge.
Production and innovativeness are two performance variable indicators of interest. Table
5 shows the hypothesis test for model 1 by comparing the t-statistic/count value with the

t-table value (1.96).
Table 5. Coefficient values and t-counts of model 1

Original Standard L. Model

Flow T-Statistik .
Sample Error evaluation
Human — performance 0.326 0.065 5.017 Signifikan
Social — performance -0.341 0.117 2.914 Signifikan

Source: Data processed

The coefficient value of Table 5 answers the hypothesis proposed in the study that
human capital has a positive and significant influence on the performance of SMEs
addressed by the value of t-count (5.017) > t-table (1.96). The negative value in the original
sample indicates that social capital has no direct effect on performance, but has a
significant effect on human capital so that H11 is accepted. Furthermore, the influence
relationship analysis for model 2 is shown in Figure 7.

PR

Based on Figure 7, it is known that there is an influence of human capital and social
capital on SME performance. The indicators that reflect social capital include structural,
relational, and cognitive dimensions. Indicators that reflect human capital is only other
knowledge. On the performance of indicators that reflect is the power of innovation and
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productivity. The value of these influences and hypothesis testing can be seen in the
coefficient values in Table 6.
Table 6. Coefficient values and t-counts of model 2

Original Standard o Model
Flow T-Statistik .
Sample Error evaluation
Human — 0.411883 0.075057 5.487572 Signifikan
performance
Social — performance 0.447438 0.082384 5.431095 Signifikan

Source: Data processed

The coefficient values in Table 6 answer the hypotheses proposed in the study,
namely: a) Accept H12, shown from t-count (5.431095) > t-table (1.96) meaning that social
capital has a positive and significant effect on performance. b) Accept H13, shown from t-
count (5.487572) > t-table (1.96) meaning that human capital has a positive and significant
effect on performance. When compared between model 1 and model 2, it can be stated
that the T-statistic and R-square value of model two has a greater value. Thus, model two
is the selected model in this study. Furthermore, model 2 can be used as a consideration in
making managerial implications.

The results of the analysis both descriptively and with SEM SmartPLS show that
human capital and social capital have a positive effect on performance. So, activities that
support the increasing quality of human capital and social capital need to be carried out
supporting programs. Table 7 below shows the selected indicators through SEM
assessment, descriptive analysis, and IPA analysis that are a reference in making SME
programs.

Table 7. Selected indicators in the assessment of analytical tools

) Descriptive . Importance-Performance
Indicators . SEM Analysis ]
Analysis Analysis

Human Other Knowledge  Other

Capital Knowledge -

Human Social Relational Structural Organizational Culture,

Dimension Dimension Formal Organizational
Structure
Performance Innovation Power Innovation Quality Control System,
Power Production
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Implementation
Standards
Supporting - - Infrastructure Facilities
Factors

Source: Data processed

Table 7 shows that some of the indicators that have been specifically selected are
used as references to develop programs that can help SMEs grow. SMEs need strong
systems to succeed. Human resources are a direct stakeholder in these systems, and not
just standards or regulations. Knowledge management is one management system that
offers a discipline that treats intellectuals as assets. It is measured by three factors:
personal knowledge, work procedures, and technology (Honeycutt 2005).

In this case, personal knowledge requires other knowledge that individuals have,
including relational and structural dimensions, to produce innovation. Other knowledge is
knowledge obtained from various sources.

In this case, personal knowledge requires other knowledge owned by individuals,
including relational and structural dimensions, to produce innovation. Other knowledge is
knowledge obtained from various sources. Sharing work experiences with colleagues can
help shape personal knowledge. Regularly, owners or managers organize discussion
forums where employees can share ideas, opinions, criticisms and comments.

Discussion forum activities aim to improve productivity. Discussions may include
marketing strategies (e.g., marketing through the internet, individual branding training,
and marketing strategies through promotions) and production techniques (e.g.,
improving product quality and maintaining work safety).

Quality control systems and production implementation standards (SOPs) fall
under this category. According to Donoghue et al. in Kosasih (2007), effective knowledge
management requires the integration of various aspects of the organization, such as
organizational structure, human resource practitioners with technology, and culture. This
is done to ensure the right knowledge is needed to survive.

Furthermore, it is recommended to improve the facilities and infrastructure owned
by SMEs. The purpose of these improvements is to increase production capacity, speed up
the production process, and produce high-quality products. This recommendation
program is expected to encourage food and beverage SMEs to improve. Entrepreneurs
should also expand their business networks. The more entrepreneurs belong to groups or
organizations, the wider the network (Prasetyo and Harjanti 2013). The factors inhibiting
the sustainability of SMEs need to be analyzed and then used as a study for stakeholders
to improve the performance of SMEs.

5. Conculsions And Sugeestions | Recommendations
5.1 Conclusions
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The results of the research on the Effect of Human Capital and Social Capital on the
Performance of Food and Beverage SMEs in North Padang Lawas City are as follows: 1) The
results of descriptive analysis of the research show that employees think that the relational
aspect is the most accepted aspect in the formation of social capital, and other aspects are
considered to have the highest value in the formation of human capital. Innovativeness is
the most approved variable for performance. The results of the model 1 analysis show that
human capital has a direct and significant effect on performance with social capital as a
moderator variable.

5.2 Recommendations

The results of the model 2 analysis show that human capital and social capital have
a direct and significant effect on performance. 3) The best model is model 2 because it has
a greater R-square value and t-statistic value than model 1. So that model 2 is used as a
consideration in managerial implications.
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