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Pudji Herijanto (Indonesia), Nilawati Fiernaningsih (Indonesia),
Anna Widayani (Indonesia)

LINKING ENTREPRENEURIAL
INTENTION TO SME
PERFORMANCE THROUGH
COMPETENCE AND TRAINING:
A STUDY OF SMEs IN EAST JAVA

Abstract

This study examines the intricate mechanisms by which entrepreneurial purpose af-
fects the success of small and medium enterprises (SMEs) in East Java, Indonesia, fo-
cusing on the essential roles of entrepreneurial competence, education and training.
Although the psychological factors influencing entrepreneurship have been exten-
sively studied, empirical data linking these factors to concrete business outcomes in
resource-limited emerging nations remain incomplete. This study uses PLS-SEM to
analyze cross-sectional survey data of 280 small and medium-sized enterprise owners
and administrators. The results suggest that entrepreneurial competence and entre-
preneurial intention are both strongly predicted (f = 0.714, p < 0.001) by participa-
tion in education and training. However, it does not have a significant direct effect
on an SME’s efficacy (p = 0.086, p = 0.297; p < 0.001). Furthermore, entrepreneurial
competence alone was insufficient to drive business success in this context. Conversely,
entrepreneurial education and training emerged as a vital transformative mechanism,
significantly enhancing firm performance and serving as a key bridge that converts
motivational drive into measurable economic outcomes. These findings challenge the
traditional assumption that intention and competence automatically lead to success,
highlighting instead the necessity of structured, practice-oriented training to navigate
structural market barriers. This study provides critical information for policymakers
and practitioners, highlighting that the sustainable expansion of SMEs in emerging
economies necessitates focused external capacity-building measures instead of only
depending on individual psychological characteristics.

Keywords entrepreneurial intention, SME performance,
entrepreneurial education and training, entrepreneurial
competence, PLS-SEM, emerging economies

JEL Classification L26, M10, O15

INTRODUCTION

Small and medium-sized enterprises (SMEs) play a central role in
economic development in emerging economies, including Indonesia,
where they dominate the business landscape and contribute sig-
nificantly to employment and value creation (Aprilia et al., 2025).
However, despite their strategic importance, SMEs continue to face
structural constraints such as limited financial resources, managerial
capability gaps, and restricted access to broader markets (Manotas &
Gonzalez-Perez, 2020; Fiernaningsih et al., 2024). These conditions
create a highly competitive and uncertain environment, making it dif-
ficult for SMEs to achieve consistent and sustainable performance.

In such contexts, the expansion of SMEs does not necessarily lead to

improved business performance. Firms often exhibit heterogeneous
outcomes, indicating that participation in entrepreneurial activities

http://dx.doi.org/10.21511/kpm.10(2).2026.05
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alone is insufficient to ensure success (Narmaditya et al., 2023; Sabihaini et al., 2023). A critical issue
emerges from the gap between entrepreneurial intention and actual firm performance, where strong
entrepreneurial motivation does not always result in measurable business outcomes. This discrepancy
becomes more pronounced in environments characterized by resource constraints and institutional
limitations, where the translation of intention into performance is frequently ineffective (Adam et al.,
2024). Previous studies also report inconsistent findings regarding the relationship between entrepre-
neurial intention and firm performance, suggesting that this relationship is not universally direct or
significant (Ismail et al., 2023).

This phenomenon reveals an unresolved scientific problem concerning how entrepreneurial intention is
transformed into tangible organizational outcomes. Although entrepreneurial intention is widely rec-
ognized as a key psychological driver of entrepreneurial behavior, its direct relationship with firm per-
formance remains theoretically and empirically inconsistent (Wiyono et al., 2026). This indicates that
the relationship is not linear and likely depends on underlying mechanisms that enable the transforma-
tion of intention into productive capabilities and strategic actions.

However, the specific mechanisms that facilitate this transformation, particularly through capability
development and structured learning processes, remain insufficiently understood, especially in emerg-
ing economies characterized by structural constraints. Therefore, a clear research problem arises in
explaining how entrepreneurial intention can be effectively translated into SME performance within

such contexts.

1. LITERATURE REVIEW
AND HYPOTHESES

The study of small and medium-sized enterprise
(SME) performance has attracted increasing schol-
arly attention as researchers attempt to understand
the psychological, organizational, and capability-
based factors that shape business outcomes. Despite
the growing body of literature, empirical findings
regarding the direct relationship between entre-
preneurial intention and firm performance remain
inconsistent across different contexts and popu-
lations (Narmaditya et al., 2023; Sandroto et al.,
2024). This inconsistency is not merely empirical
but also theoretical, as prior studies differ in how
they conceptualize performance outcomes, rang-
ing from objective financial indicators to subjec-
tive growth perceptions, leading to divergent con-
clusions. Moreover, inconsistencies also arise from
differences in contextual settings, particularly be-
tween developed and emerging economies, where
institutional environments and resource availabil-
ity significantly shape entrepreneurial outcomes.

This inconsistency suggests that entrepreneurial
intention alone may not be sufficient to explain
firm performance, particularly in environments
characterized by structural and institutional con-

http://dx.doi.org/10.21511/kpm.10(2).2026.05

straints. In particular, SMEs operating in emerg-
ing economies face structural constraints such
as limited resources, institutional weaknesses,
and restricted market access, which may hinder
the effective translation of entrepreneurial mo-
tivation into measurable performance outcomes
(Fiernaningsih et al., 2024; Subagyo et al., 2020).
More importantly, these constraints act as bound-
ary conditions under which entrepreneurial inten-
tion may lose its predictive power, indicating that
contextual factors fundamentally reshape the in-
tention-performance relationship.

Entrepreneurial intention is widely regarded as
a key psychological antecedent of entrepreneur-
ial behavior. Drawing on the Theory of Planned
Behavior, intention reflects an individual’s cog-
nitive readiness to engage in entrepreneurial ac-
tivities, shaped by attitudes, subjective norms,
and perceived behavioral control (Amaliawati et
al., 2019; Sandroto et al., 2024). However, while
intention is necessary to initiate entrepreneurial
action, it does not guarantee successful business
outcomes. A growing number of studies high-
light that individuals with strong entrepreneur-
ial intentions often face managerial limitations
and environmental uncertainties that constrain
their ability to achieve sustainable performance
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(Fiernaningsih et al., 2024; Sijabat, 2018). This re-
veals a fundamental limitation of the Theory of
Planned Behavior when applied to organizational
outcomes, as the theory primarily explains indi-
vidual-level decision-making rather than firm-lev-
el performance dynamics. Thus, a theoretical gap
emerges between intention formation and perfor-
mance realization, indicating that the intention-
performance relationship is contingent upon con-
textual and capability-related factors rather than
being a direct causal linkage.

Furthermore, recent literature suggests that en-
trepreneurial intention may not directly influence
firm performance but instead operates through in-
termediate mechanisms. In this regard, intention
can be seen as a triggering factor that motivates in-
dividuals to acquire knowledge, develop skills, and
engage in opportunity-seeking behavior (Raza et
al., 2021; Wiyono et al., 2025). Nevertheless, differ-
ences in access to resources, learning opportuni-
ties, and absorptive capacity lead to heterogeneous
performance outcomes among entrepreneurs with
similar levels of intention (Firmansyah & Saepuloh,
2022). Such heterogeneity indicates that entrepre-
neurial intention functions as a latent potential
that requires activation through enabling mecha-
nisms, rather than as a direct determinant of per-
formance. This heterogeneity implies that entre-
preneurial intention functions as a necessary but
insufficient condition, requiring complementary
mechanisms to transform motivation into produc-
tive capability. Therefore, mediating variables be-
come essential to explain the underlying processes
through which intention is translated into measur-
able business performance.

From the perspective of the Resource-Based View,
entrepreneurial competencies are considered
strategic intangible resources that contribute to
value creation and competitive advantage. These
competencies, including analytical, strategic, and
operational capabilities, enable entrepreneurs
to respond effectively to dynamic market condi-
tions (Khongrat, 2025; Prakasa, 2021). Empirical
evidence suggests that firms led by individuals
with strong entrepreneurial competencies tend to
achieve superior performance due to their ability
to innovate, manage risks, and exploit opportu-
nities (Khan et al., 2021). However, this relation-
ship is not universally consistent, as competencies
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may fail to generate performance outcomes when
they are not supported by adequate external re-
sources or institutional conditions. This suggests
that competencies are context-dependent assets
whose effectiveness relies on complementary ex-
ternal conditions, such as access to markets, net-
works, and institutional support. Consequently,
the value of entrepreneurial competencies cannot
be fully realized in isolation but depends on their
alignment with environmental opportunities and
constraints.

In this context, education and training play a cru-
cial role in enhancing entrepreneurial capabilities.
According to Human Capital Theory, investments
in education increase individual productivity by
improving knowledge and skills (Hairudinor et
al., 2020; He et al., 2024). Nevertheless, the effec-
tiveness of entrepreneurship education remains
debated. While some studies report positive im-
pacts on business performance, others argue that
theoretical training alone is insufficient to produce
meaningful outcomes without practical applica-
tion (Amaliawati et al., 2019). This debate reflects
a deeper issue concerning the transferability of
knowledge into practice, particularly in SME con-
texts where learning is often experiential and con-
text-specific. It also highlights a fundamental dis-
tinction between declarative knowledge (knowing
what) and procedural knowledge (knowing how),
where only the latter has a direct impact on busi-
ness performance.

In addition to competencies and learning process-
es, cognitive factors such as entrepreneurial self-
efficacy also influence business performance. Self-
efficacy reflects an individual’s belief in their abil-
ity to perform entrepreneurial tasks and has been
linked to persistence, innovation, and adaptability
under uncertainty (Firmansyah & Saepuloh, 2022;
Hairudinor et al., 2020). However, high self-effi-
cacy without adequate knowledge and skills may
lead to suboptimal decision-making. This indi-
cates that overconfidence may even become detri-
mental when not supported by actual competence,
reinforcing the need for balanced development
between psychological readiness and practical ca-
pability. Therefore, psychological confidence must
be complemented by structured learning and ca-
pability development to produce optimal perfor-
mance outcomes.

http://dx.doi.org/10.21511/kpm.10(2).2026.05
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Figure 1. Research model

Overall, SME performance can be understood as
the result of a dynamic interaction between entre-
preneurial intention, capability development, and
continuous learning processes (Fiernaningsih et al.,
2023). Rather than operating independently, these
elements interact in a complementary manner,
where intention provides direction, competencies
enable execution, and education and training facili-
tate capability enhancement. This interaction re-
flects a systemic perspective in which performance
emerges from the alignment of multiple interde-
pendent factors rather than from isolated variables.

Despite the extensive literature, existing studies
remain fragmented and often lack theoretical in-
tegration in explaining how entrepreneurial inten-
tion translates into firm performance. Most prior
research focuses on direct relationships, overlook-
ing the mediating roles of competencies and learn-
ing processes. Moreover, limited attention has
been given to emerging economy contexts, where
structural constraints may significantly alter these
relationships. Consequently, there is a need to
move beyond linear and reductionist models and
develop integrative frameworks that capture the
complexity, conditionality, and context-depen-
dence of the intention-performance relationship.

Building on these conclusions, this study aims to
develop and empirically test an integrative mod-
el that explains how entrepreneurial intention
is transformed into SME performance through
entrepreneurial competence and education and
training, particularly within the context of emerg-
ing economies.

http://dx.doi.org/10.21511/kpm.10(2).2026.05

Furthermore, this study contributes to the litera-
ture by integrating psychological, capability-based,
and learning perspectives into a single theoretical
framework, thereby addressing the fragmentation
in prior research and providing a more compre-
hensive explanation of SME performance.

Therefore, the research hypotheses are as follows:

HI: Entrepreneurial intention positively influ-
ences entrepreneurial competence.

H2: Entrepreneurial intention positively influ-
ences SME performance.

H3: Entrepreneurial intention positively influ-
ences participation in entrepreneurial edu-
cation & training.

H4:  Entrepreneurial competence positively influ-
ences SME performance.

H5:  Entrepreneurial education & training posi-

tively influence SME performance.

This study develops a conceptual model in
which entrepreneurial intention is positioned as
the primary driver, while entrepreneurial com-
petence and education and training function as
key mediating mechanisms that bridge the gap
between intention and performance. The mod-
el integrates the Theory of Planned Behavior,
Resource-Based View, and Human Capital
Theory to provide a comprehensive explanation
of SME performance. This integrative approach
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offers a more holistic explanation compared to
prior studies that predominantly examine di-
rect relationships. Schematically, the relation-
ship between variables can be depicted as in
Figure 1.

2. METHOD

This investigation employed a cross-sectional
survey design that included an empirical focus
on East Java, Indonesia, a strategic region for the
development of entrepreneurship and SME eco-
systems (Bernardus et al., 2024). Respondents
were selected using purposive sampling, with
SME owners who had participated in entrepre-
neurship training or education programs as the
criterion to ensure data relevant to business ca-
pability development. The number of measure-
ment indicators was used to determine the sam-
ple size, with a total of 280 observations collect-
ed to meet statistical power requirements in the
PLS-SEM analysis, in accordance with the latest
methodological recommendations (Becker etal.,
2022). To collect primary data, a structured five-
point Likert scale was implemented, derived
from an instrument used in prior research to in-
vestigate the effect of entrepreneurial education
on intentions (Lv et al., 2021), entrepreneurial
competencies, and SME business success (Umar
et al., 2018).

From East Javan SME owners, 280 valid ques-
tionnaires were gathered. This sampling ap-
proach was deemed valid given the frequent
fluctuations in the SME sector and the lack of a
comprehensive sampling frame. The minimum
criteria for PLS-SEM analysis were satisfied by
this sample size. Demographic data are sum-
marized in Table 1. Female entrepreneurs com-
prised 66.43% of the total sample, while male
entrepreneurs comprised 33.57%. The age cat-
egory of 21-31 comprised nearly half of the re-
spondents (48.93%), indicating a predominance
of the younger generation in the SME sector. The
majority of businesses (81%) had 1 to 10 employ-
ees, a typical characteristic of micro-enterprises
in East Java. These demographic characteristics
indicate that the sample is dominated by young
micro-enterprises, which is consistent with the
structure of SMEs in East Java.
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Table 1. Demographic characteristics
of respondents

Characteristic : Category : Frequency : Percentage (%)
Female 186
Male 94
21-31 137 .
32-42 103 .
43-53 32 .
54-64 8
1-11 259 .
Business oo bos et OSSO OO ereso s IO OOt u v
23-33 2
1-10 227
11-21 29 .
22-32 16 .
Number of 33.43 1 ‘
Employees
44-54 2 0.71
55-65 4 1.43
i 66-76 1 0.36

To evaluate the quality of the measurement mod-
el, comprehensive validity and reliability ex-
periments were implemented. All constructs in
this study met the criteria for AVE > 0.50, and
Composite Reliability and Cronbach’s Alpha >
0.70, indicating acceptable internal consistency
and convergent validity (Becker et al., 2022). To
verify discriminant validity and to ensure em-
pirical distinctions among the model’s constructs,
the Fornell-Larcker criterion and the Heterotrait-
Monotrait ratio were used. Participants in this
study were not identified, and the potential multi-
collinearity of the Variance Inflation Factor (VIF)
values was examined. This lowers the chance of
common method bias that often shows up in self-
report data (Becker et al., 2022; Bocoya-Maline et
al., 2024). Data were analyzed using PLS-SEM with
SmartPLS 4, including testing path coefficients
(H1-H5) and assessing mediation via bootstrap-
ping with 5,000 resamples (Becker et al., 2022).

3. RESULTS AND DISCUSSION

Good convergent validity is indicated by load-
ing scores all above 0.70. The measurement mod-
el (Table 2) satisfies the recommended criteria,
with AVE values exceeding 0.50 and Composite
Reliability and Cronbach’s Alpha values above 0.70
(Table 3). This confirms that each measurement
item accurately reflects its respective construct.

http://dx.doi.org/10.21511/kpm.10(2).2026.05



The HTMT ratio and Fornell-Larcker criteria were
implemented to evaluate discriminant validity,
and the results indicate that each construct is em-
pirically distinct from the others. Therefore, the
constructs of SME Performance, Entrepreneurial
Competence, Entrepreneurial Education and
Training, and Entrepreneurial Intention meet the

Knowledge and Performance Management, Volume 10, Issue 2, 2026

Cronbach’s Alpha and Composite Reliability were
implemented to assess the construct’s reliability.
Every construct demonstrated satisfactory inter-
nal consistency by meeting the suggested criteria
(CR > 0.70; CA > 0.70). Additionally, the AVE val-
ues exceeded 0.50, suggesting that the convergent
validity was adequate.

requirements for structural model analysis.

Table 2. Measurement model: outer loadings

No. Variable Item Statement Loading Factor
Ell I'm goiqg"'gg'qggy’g‘r’ything | can to start my own company 0.789
EI2 | aspire to become an entrepreneur through my business
Entrepreneurial i e . A
1 E !
Intention (El) 13 To star"t”r'r‘]'yﬁc‘)'y\‘/pﬁt‘)'gﬁs‘lness, I'll do anything
El4 My business is going to get bigger.
............ EIS n enterprise in the future

EC1 1ess working with other people
EC2 I can negotiate with other people in business

2 Entrepreneurial EC3 | can relate other ideas, problems, and observations to other areas

Competence (EC) oo,

EC4 | can seg”"t'h‘ewf'gyyﬁrg&and | can identify problems or opportunities
EC5 | run my business well
TE1 %Through active engagement with external stakeholders, my institution

i prepares me for digital professions

i My institution provides internet access and mobile data to support a digital

TE2 .
entrepre vironment

TE3 pands opportunities for digital start-ups

SM1 Digital training enhances my entrepreneurial skills

SM2

Entrepreneurial SM3 ngthens my teamwork abilities
3 Education & SM4 Digital training prepares me for future readiness
i Training (EET) | Digital training enhances lifelong learning and information-management

PEV1 . 0.896
capabiliti

PEV2 roves my critical thinking and problem-solvin

i Digital training expands my understanding of morality and professional ethics :

digital tools to learn entrepreneurial skills

igital training opens new opportunities for me to create new business

POT2 models 0.906
POT3 Digital tralnlnghelps me create new business models, innova‘u’oH;,”;r'wﬁc‘iu\'/‘é'l‘ljéw 0863 ..........
...................................... SME1 My bu ::erienced an increase in sales growth '
SME2 My business has achieved improved returns on investment
4 SME stsr:/tl)g)mance SME3 My busmesscashﬂows have increased
SME4 My net profit from the business has gone up
SMES My organization’s market share has expanded

Table 3. Convergent validity and reliability of constructs
' Cronbach’s Alpha

Variables

Intention

Entrepreneurial
Competence

Entrepreneurial
Education and Training

SME Performance

http://dx.doi.org/10.21511/kpm.10(2).2026.05
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Table 4. Endogenous constructs’ R2 values

Endogenous Variable R? Adjusted R? Interpretation
Entrepreneurial Competence 0.509 0:307 . ] Moderate ...
EntAreApreneurlaI Education and 0.469 0467 Moderate
B N SO S
SME Performance 0.391 0.387 Moderate

The coefficient of determination (R2) was used to
assess the model’s explanatory power. According
to Chin (1998), the endogenous constructs demon-
strate moderate predictive power. Entrepreneurial
Competence shows an R2 value of 0.509, while
Entrepreneurial Education and Training has an
R2 of 0.469. In addition, SME Performance re-
cords an R2 value of 0.391 (Table 4). Overall, the
model demonstrates an adequate ability to explain
variations in the endogenous constructs.

The Standardized Root Mean Square Residual
(SRMR) was used to assess model fit. The estimat-
ed model shows a value of 0.113, which is slightly
above the conventional threshold, while the satu-
rated model value of 0.080 indicates an acceptable

fit. In PLS-SEM, SRMR values should be inter-
preted cautiously, particularly in complex predic-
tive models where slightly higher values may still
be acceptable.

The structural model was evaluated using
SmartPLS, as illustrated in Figure 2. The hypoth-
esis testing results based on bootstrapping with
5,000 resamples are presented in Table 5. The re-
sults show that entrepreneurial intention has a
significant positive effect on entrepreneurial com-
petence (P = 0.714, t = 20.360, p < 0.001) and en-
trepreneurial education and training (f = 0.686, t
= 20.818, p < 0.001). However, entrepreneurial in-
tention does not significantly affect SME perfor-
mance (f = 0.086, t = 1.043, p = 0.297).

Source: Authors’ calculation using SmartPLS 4.0.

EC1 EC2 EC3 EC4 ECH
o.opp 0.000 0.000 0.000 5 pop
EN SP1
PRENEURIAL COMPETE
0.000 0.329
El2 0.000 sp2
0.000#
EI3 0.207 —p 0.000-%»  SP3
0.000\*
B4 0000 NTENTION SME PERFORMANC?.000 S
0.000 0.000
El5 SP5
POT1
0. UOOJ
L 0.000-% POT2
0.000
i
= ENTRI-000NEUF 5 50p=DUCATION AND TRAINING POT3
v 0. 000 0.000
TE2 40000 EEV
0. UOD"
P 0.000
TE3 0.000-» PEVZ
S m 0.000_,
: 0 UOD U {JGD PEV3

SM1 SMB

SNM

Figure 2. Standardized path coefficients in a structural model
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Table 5. Direct impacts of the structural model results

Hypothesis Path Coefficient SE T Statistics P Values Information
Intention = Entrepreneurial Competence 0.714 20.360 0.000 Accepted
"""""""" 0086 L1083 0297 NotAccepted
0.686 20818 0000  Accepted
0.123 0.976 0.329 i Not Accepted
Entrepreneurial Education and Training > | 0.461 3809 S OOOO Accepted h

SME Performance

Furthermore, entrepreneurial competence does
not significantly influence SME performance (f =
0123, t =0.976, p = 0.329). In contrast, entrepre-
neurial education and training significantly and
positively affects SME performance (B = 0.461, t =
3.809, p < 0.001). Therefore, H1, H3, and H5 are ac-
cepted, whereas H2 and H4 are not accepted.

The mediation analysis, presented in Table 6, re-
veals contrasting results for the two indirect path-
ways. Statistically, there was no significant rela-
tionship between entrepreneurial intention and
SME performance through entrepreneurial com-
petence (B = 0.088, p = 0.336), suggesting that
merely increasing competence does not automati-
cally result in better firm performance.

In contrast, the correlation between entrepreneur-
ial intention and the performance of small and
medium-sized enterprises was significantly medi-
ated by entrepreneurial education and training (
= 0.316, p < 0.001). This demonstrates that struc-
tured training programs serve as a vital mecha-
nism for translating entrepreneurial drive into
measurable performance improvements. Such
initiatives provide entrepreneurs with the strate-
gic insights and practical capabilities required for
growth. Overall, these results emphasize the es-
sential role of external capacity-building efforts in
enhancing SME success.

The findings confirm that entrepreneurial intention
significantly enhances entrepreneurial competence.
This suggests that individuals with strong entre-
preneurial aspirations are more likely to develop

Table 6. Effects of mediation

managerial and technical capabilities to support
their business activities. In line with the Theory of
Planned Behavior (TPB), cognitive intention serves
as an important driver of capability-building be-
havior (Al-Jubari et al., 2019). Among SMEs in East
Java, entrepreneurs with strong intentions tend to
engage more actively in experiential learning and
strategic skill development (Kaijun & Sholihah,
2015; Prabandari & Chong, 2022). This finding is
also consistent with previous studies emphasiz-
ing entrepreneurial intention as a precursor to hu-
man capital development in emerging economies
(Ndofirepi, 2022; Wach & Glodowska, 2019).

The study also reveals that entrepreneurial inten-
tion does not directly influence SME performance.
Although entrepreneurial motivation is essential for
initiating business activities, it may not automatically
translate into improved firm performance. External
constraints, including limited access to financing
and low digital literacy, may weaken the ability of
entrepreneurs to convert motivation into tangible
business outcomes (Fiernaningsih et al., 2024). This
result supports prior studies arguing that entrepre-
neurial intention requires institutional support and
practical implementation mechanisms to generate
superior performance outcomes (Ahsan et al., 2021;
Donbesuur et al., 2020).

Furthermore, entrepreneurial intention signifi-
cantly influences participation in entrepreneurial
education and training. Entrepreneurs with clear
business goals are generally more motivated to
seek structured learning opportunities and pro-
fessional development programs (Maheshwari et

Mediation Path Path Coefficient

Intention - Entrepreneurial

Competence - SME Performance 0.088

Intention - Entrepreneurial Education

& Training - SME Performance 0-316

SE T Statistics P Values Information
0.962 0.336 Not Accepted
0.084 3.766 0.000 Accepted

http://dx.doi.org/10.21511/kpm.10(2).2026.05
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al., 2023). In East Java, this is evident in the in-
creasing participation of SME owners in gov-
ernment- and private-sector training initiatives
aimed at improving entrepreneurial knowledge
and digital capabilities (Ndofirepi, 2022).

The findings further indicate that entrepreneurial
competence does not significantly affect SME per-
formance. This suggests that technical and mana-
gerial skills alone may not be sufficient to improve
firm performance without broader business sup-
port systems and market integration (Srimulyani
et al., 2023). In resource-constrained environ-
ments, competent entrepreneurs may still encoun-
ter operational barriers that limit business growth
(Idrus et al., 2023; Sukma, 2025).

In contrast, entrepreneurial education and train-
ing significantly improve SME performance. This
finding highlights the important role of struc-
tured training programs in enhancing entrepre-
neurial competitiveness (Hairudinor et al., 2020;
Martin et al., 2013). Programs focusing on digital

marketing, financial management, and innova-
tion capability provide entrepreneurs with practi-
cal competencies needed to compete in dynamic
markets (Anjaningrum et al., 2024; Ayatse, 2024).
Previous evidence in Indonesia also demonstrates
that practical entrepreneurial training contributes
positively to market expansion and business effec-
tiveness (Chasanah et al., 2025).

Finally, the mediation analysis demonstrates that
entrepreneurial education and training signifi-
cantly mediate the relationship between entrepre-
neurial intention and SME performance, whereas
entrepreneurial competence does not. This finding
indicates that structured entrepreneurial training
acts as a critical mechanism for transforming en-
trepreneurial motivation into measurable business
performance (Alshebami et al., 2020; Raza et al,,
2021). Therefore, strengthening practice-oriented
training ecosystems may be more effective for im-
proving SME performance than relying solely on
motivational or competence-based approaches
(Arif & Herawan, 2025; Fiernaningsih et al., 2024).

CONCLUSION

This study examines the influence of entrepreneurial intention on SME performance through entrepre-
neurial competence and entrepreneurial education and training in East Java. The findings demonstrate
that entrepreneurial intention significantly improves entrepreneurial competence and participation in
entrepreneurial education and training programs. However, entrepreneurial intention does not directly
influence SME performance. Similarly, entrepreneurial competence does not significantly affect SME
performance. In contrast, entrepreneurial education and training significantly enhance SME perfor-
mance and serve as a mediating mechanism between entrepreneurial intention and SME performance.

These findings suggest that entrepreneurial motivation alone is insufficient to generate superior business
outcomes without practical support mechanisms. Structured entrepreneurial education and training
play a crucial role in transforming entrepreneurial intention into measurable business performance
by equipping SME owners with practical managerial, financial, and digital capabilities. Therefore, en-
trepreneurial training programs should be prioritized as strategic instruments for strengthening SME
competitiveness and sustainability, particularly in emerging economies such as Indonesia.

From a theoretical perspective, this study contributes to the Theory of Planned Behavior by demon-
strating that entrepreneurial intention affects SME performance indirectly through external capability-
development mechanisms rather than through direct behavioral outcomes. The study also enriches the
entrepreneurship literature by highlighting the stronger role of entrepreneurial education and training
compared to entrepreneurial competence in improving SME performance. In practice, the findings
imply that government agencies, universities, and business development institutions should intensify
practice-oriented entrepreneurial training programs focused on digital transformation, innovation ca-
pability, financial literacy, and market expansion. Such initiatives may help SMEs improve resilience
and competitiveness in increasingly dynamic business environments.
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This study has several limitations. First, the research focuses only on SMEs in East Java, which may limit
the generalizability of the findings to other regions. Second, the cross-sectional design restricts the abil-
ity to observe long-term causal relationships among variables. Future studies are therefore encouraged
to employ longitudinal approaches and include additional variables, such as digital capability, innova-
tion orientation, access to finance, and government support, to obtain a more comprehensive under-
standing of the determinants of SME performance.
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