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Abstract

Micro, Small, and Medium Enterprises (MSMEs) play a strategic role in Indonesia's economy, but still
face challenges in terms of human resource capacity and technology adoption. This research aims to
analyze the influence of entrepreneurship education and business mentoring on the success of
community-based micro, small, and medium enterprises (MSMEs) in Nganjuk Regency. Using a
quantitative approach with the stratified random sampling technique, this research involves 196
MSMESs as respondents. Data were analyzed using multiple linear regression. The research results
show that entrepreneurship education ($=0.338) and business mentoring ($=0.425) have a positive
and significant impact on the success of MSMEs, both partially and simultaneously (R?=0.394). These
findings imply the importance of integrating entrepreneurship education programs and business
mentoring in efforts to develop community-based MSMEs.

Keywords: MSMEs, entrepreneurship education, business mentoring, people's economy, business
success
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INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) represent a cornerstone of
economic development globally, particularly in developing countries. According to
Lopez-Acevedo and Tinajero-Bravo (2013), MSMEs contribute approximately 60-
70% of total employment and 50% of Gross Domestic Product (GDP) in many
nations. Beyond economic metrics, MSMEs serve a pivotal role in poverty alleviation
and income redistribution. Nevertheless, the sector confronts persistent structural
barriers, including limited access to finance, low human capital capabilities, and
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inadequate technological integration. These challenges are amplified by intensifying
global competition and rapidly evolving consumer preferences.

In Indonesia, MSMEs serve as a vital pillar of national economic resilience. As
reported by the Ministry of Cooperatives and SMEs (2023), MSMEs employ over
97% of the labor force and contribute nearly 61% to national GDP. Empirical
evidence from Si et al. (2018) demonstrates that a 1% growth in SMEs is associated
with a 0.3% reduction in the poverty rate. In response, the Indonesian government
has implemented multiple initiatives such as the People's Business Credit (KUR)
program and digital transformation schemes. However, these interventions have
yielded suboptimal results, as indicated by the modest global competitiveness of
Indonesian MSMEs.

Within this national context, Nganjuk Regency emerges as a region of
substantial economic potential in East Java. The area is home to 3,176 MSMEs,
employing more than 70% of the local workforce and contributing 58% to regional
GDP. Data from the Cooperative and MSME Office of Nganjuk Regency (2023) show
that MSMEs operate in various sectors, with trade (45%), manufacturing (25%),
services (15%), handicrafts (10%), and agribusiness (5%) being the most
prominent. Despite this diversity, MSME performance in the region lags behind
national averages. Only 23% of local MSMEs have shown significant growth in the
last three years, compared to the national average of 35% (Central Statistics Agency
of Nganjuk Regency, 2023). This condition necessitates innovative and locally
relevant development strategies.

Several studies have underscored the role of entrepreneurship education in
improving MSME capabilities. Lux et al. (2020) found that such education improved
opportunity recognition by 27% and managerial capability by 35%. Lin et al. (2023)
reported increased entrepreneurial knowledge, technical and managerial skills, and
innovative problem-solving as key outcomes. Frolova et al. (2021) emphasized the
integration of knowledge, skills, and entrepreneurial attitudes within educational
frameworks. These conclusions are supported by Kwartawaty et al. (2023), who
demonstrated that entrepreneurship training significantly increases MSME income
and operational effectiveness. Likewise, Ailani et al. (2023) found that the
integration of Bloom's Taxonomy in entrepreneurship education enhances both the
competitiveness and performance of MSMEs.

Complementarily, business mentoring has also proven to be a critical success
factor. A longitudinal study by Turap et al. (n.d.) on 500 Indonesian SMEs indicated
a 45% increase in revenue for firms receiving mentoring, relative to a control group.
Pedro and Cafiabate (2008) defined business mentoring as a developmental
partnership that facilitates business growth through experience sharing and critical
feedback. Masango (2011) and Sutrisno (2023) noted that mentoring not only
improves management skills but also facilitates access to networks and resources.
Prastyaningtyas et al. (2023) also highlighted that effective mentors serve as
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catalysts for MSME resilience by offering tailored guidance and emotional support
throughout the entrepreneurial journey. Moreover, Games (2021) asserted that
mentoring and coaching contribute significantly to planning efficiency and decision-
making skills in business contexts.

Turap et al. (nd.) further advocate for the contextualization of
entrepreneurship programs to align with local economic structures, including the
utilization of community-based mentors. This localized strategy is especially
relevant in areas like Nganjuk Regency, where economic and cultural dynamics
differ significantly from urban or rural extremes. Santoso et al. (2023) have shown
that region-specific approaches, such as digital marketing training in tourism-based
villages in Nganjuk, can enhance MSME competitiveness and self-reliance in the
digital economy. In addition, Sidiq et al. (2024 ) found that entrepreneurship training
improved the sustainability of MSMEs fostered by local institutions, particularly
when integrated with consistent mentoring.

Despite extensive literature, theoretical gaps remain—particularly in
examining the synergistic effects of entrepreneurship education and mentoring
within the framework of a people’s economy. Most prior studies analyze these
variables in isolation, overlooking their potential to jointly influence MSME success.
Morales et al. (2022) have highlighted the significance of cultural and economic
contexts in shaping entrepreneurship education outcomes, yet they did not explore
the interplay with mentoring support. Similarly, Chi et al. (2019) found mentoring
to outperform formal education in enhancing business success, but they excluded
people-centered success indicators such as equity and social impact.

Furthermore, methodological gaps persist in MSME performance evaluation.
Predominantly, success is measured through conventional financial metrics,
neglecting broader developmental indicators relevant to community-based
economies. Also, most empirical studies have focused on urban or rural MSMEs,
leaving the dynamics of suburban enterprises such as those in Nganjuk Regency
underexplored. Ptak-Chmielewska and Chion-Dominczak (2021) highlighted
region-specific needs in SME development but omitted suburban analysis.

This study aims to fill these gaps by developing an integrative model that
examines the combined influence of entrepreneurship education and business
mentoring on MSME success within the framework of a people’s economy. A multi-
level analysis will be employed to evaluate individual, organizational, and
contextual determinants. The study also seeks to develop locally relevant success
indicators aligned with inclusive development values.

Practically, the research is expected to offer actionable insights for
policymakers and MSME practitioners in designing more effective, context-sensitive
entrepreneurship and mentoring programs. It also provides strategic guidance for
MSME actors in optimizing the benefits of development interventions tailored to
their unique socio-economic environments.
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In line with the background and research gaps outlined above, this study sets
out to: (1) analyze the influence of entrepreneurship education on the success of
community-based MSMEs in Nganjuk Regency, (2) examine the impact of business
mentoring on MSME success, and (3) evaluate the simultaneous influence of both
variables. The findings are anticipated to contribute meaningfully to both theory and
practice in the development of people-centered MSMEs.

METHOD

This study employed a quantitative approach with an explanatory research
design to investigate the causal relationships between independent and dependent
variables. This methodological choice aligns with the objective of examining the
influence of entrepreneurship education and business mentoring on the success of
community-based Micro, Small, and Medium Enterprises (MSMEs) in Nganjuk
Regency. Conducted between January and March 2024, the study adopted a cross-
sectional design to collect data at a specific point in time, ensuring time efficiency
and resource optimization. The quantitative paradigm facilitates objective
hypothesis testing and allows for generalization of the findings.

The study involved three core variables operationalized through both
theoretical frameworks and empirical literature. The first independent variable,
entrepreneurship education (X;), was measured using five indicators: quality of
learning materials, teaching methods, instructor competence, program intensity,
and practical application. The second independent variable, business mentoring
(X2), was assessed through indicators including mentoring intensity, mentor
competence, relevance to business needs, access to productive resources, and
program sustainability. The dependent variable, MSME success (Y), was measured
using five indicators: business growth, profitability, employment absorption,
product innovation, and socio-economic impact. All constructs were evaluated using
a 5-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree).

The study population comprised 3,176 MSME:s officially registered with the
Cooperative and MSME Office of Nganjuk Regency as of 2023. The minimum
required sample size was calculated using the Slovin formula with a 95% confidence
level and a 5% margin of error, yielding 196 respondents. Stratified random
sampling was utilized to ensure proportional representation across business
sectors: trade (45%), manufacturing (25%), services (15%), handicrafts (10%), and
agribusiness (5%). Inclusion criteria required that participating MSMEs had
operated for at least one year and were officially registered with local authorities.
Respondents were randomly selected from each business sector according to the
stratified distribution.

Primary data were collected through a structured questionnaire, while
secondary data were obtained from official documents published by the Cooperative
and MSME Office and the Central Statistics Agency of Nganjuk Regency. The
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questionnaire distribution was preceded by an explanation of the research
objectives and informed consent procedures. Data collection was supported by a
trained team of enumerators to ensure consistency and standardization. The entire
process adhered strictly to ethical research protocols and was conducted over a
two-month period.

Distribution of MSMEs by Business Sector in Nganjuk Regency

Handicrafts

Services
Agribusiness

Trade

Figure 1 : Distribution Of MSMEs By Business Sector In Nganjuk Regency

Instrument development followed a systematic process beginning with a
comprehensive literature review and the operationalization of variables. Content
validity was established through expert judgment panels consisting of
entrepreneurship scholars and MSME practitioners. Construct validity was
evaluated using confirmatory factor analysis (CFA), with a factor loading threshold
set at > 0.4. Reliability analysis was conducted using Cronbach’s Alpha, with a
minimum acceptable value of 0.7. The final instrument demonstrated strong
internal consistency, with Cronbach’s Alpha coefficients ranging from 0.828 to
0.857. Revisions were made based on a pilot test conducted on a small sub-sample
prior to the main data collection.

Data analysis was performed using SPSS version 26. The analytical procedure
consisted of three stages. First, descriptive statistics were employed to describe
respondent characteristics and response distributions. Second, classical assumption
tests were conducted, including a normality test (Kolmogorov-Smirnov),
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multicollinearity test (Variance Inflation Factor < 10), heteroscedasticity test
(Glejser method), and autocorrelation test (Durbin-Watson). Third, multiple linear
regression analysis was used to test the research hypotheses, comprising partial (t-
test), simultaneous (F-test), and coefficient of determination (R?) analyses. All
statistical tests were conducted at a 5% significance level (a = 0.05).

RESULTS AND DISCUSSION
Descriptive Statistics

The variable of entrepreneurship education (X;) was assessed using five
indicators. Among these, the highest mean score (M = 4.12) was found in the
indicator concerning the quality of educational materials, suggesting a favorable
perception of content quality among respondents. The teaching method indicator
recorded a mean of 3.95 with 63.3% of respondents expressing positive
evaluations, indicating the practical effectiveness of pedagogical approaches.
Instructor competence received a mean score of 3.88 (59.2% positive responses),
while practical application scored a mean of 3.98 (61.3% positive). The lowest score
was observed in program intensity (M = 3.65), with only 48.9% of respondents
responding positively, highlighting a potential area for increased program
frequency and duration.

Business mentoring (X;) revealed a slightly different pattern. The indicator for
mentor competence achieved the highest mean score (M = 4.15), supported by
73.5% positive responses, indicating strong human resource capacity in mentoring
roles. The sustainability of mentoring programs received a mean score of 4.02
(67.3% positive), followed by mentoring relevance (M = 3.92, 63.3% positive).
Resource access obtained a mean of 3.85 (55.1% positive), while mentoring
intensity had the lowest mean (M = 3.71), though still with 63.3% positive
responses, indicating opportunities to enhance engagement frequency.

For the MSME success variable (Y), business sustainability emerged as the
most favorably evaluated indicator (M = 4.05, 67.3% positive). This was followed by
profitability (M = 3.88, 59.2%), business growth (M = 3.85, 57.2%), and socio-
economic impact (M = 3.82, 57.2%). The lowest mean score was observed for
product innovation (M = 3.52, 46.9%), suggesting the need for increased support in
fostering innovation capabilities.
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Entrepreneurship Education Indicators (Mean Scores)

Mean Score

Business Mentoring Indicators (Mean Scores)
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Figure 2 : MSME Success Indicators (Mean Scores)

Instrument Validity and Reliability

Validity testing using the Pearson Product-Moment correlation showed r-
values ranging from 0.316 to 0.731, all exceeding the critical value (r-table = 0.361
at a = 0.05), thus establishing convergent validity. Reliability analysis produced
Cronbach’s Alpha values of 0.828 for entrepreneurship education (X;), 0.841 for
business mentoring (X;), and 0.857 for MSME success (Y), all above the
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recommended threshold of 0.7, indicating high internal consistency. Discriminant
validity was confirmed as each item loaded more strongly on its corresponding
construct than on others. Composite reliability scores exceeding 0.8 further
supported the robustness of the measurement instruments.

Classical Assumption Testing

Assumption tests confirmed the appropriateness of the regression model. The
Kolmogorov-Smirnov test produced a significance value of 0.290 (> 0.05),
confirming the normal distribution of residuals. Multicollinearity diagnostics
yielded tolerance values of 0.803 and VIF scores of 1.245, indicating no
multicollinearity. The Glejser heteroscedasticity test showed significance values of
0.326 (X;) and 0.452 (X3), both exceeding 0.05, thus confirming homoscedasticity.
The Durbin-Watson statistic of 1.892 fell within the acceptable range, indicating no
autocorrelation.

Regression and Hypothesis Testing

The multiple linear regression model was expressed as:

Y =1.247 + 0.338X; + 0.425X,

The constant (1.247) reflects the baseline value of MSME success in the
absence of the independent variables. The regression coefficient for
entrepreneurship education (X; = 0.338) indicates that a one-unit increase in
entrepreneurship education corresponds to a 0.338 unit increase in MSME success,
ceteris paribus. Similarly, business mentoring (X, = 0.425) contributes more
substantially to MSME success.

Partial hypothesis testing via the t-test revealed that both independent
variables had statistically significant effects. Entrepreneurship education yielded a
t-value of 4.102 (> t-table = 1.972) with a p-value of 0.000, confirming the first
hypothesis. Business mentoring obtained a t-value of 5.344 with a p-value of 0.000,
confirming the second hypothesis. The F-test for simultaneous influence resulted in
an F-value of 48.735 (> F-table = 3.04), with a significance level of 0.000, thereby
validating the third hypothesis. Standardized beta coefficients indicated that
business mentoring (f = 0.412) had a greater influence than entrepreneurship
education (3 = 0.323).

Coefficient of Determination

The model’s coefficient of determination (R? = 0.394) suggests that 39.4% of
the variance in MSME success is explained by entrepreneurship education and
business mentoring. The adjusted R? value of 0.388 provides a more conservative
estimate. The standard error of the estimate (0.435) indicates a reasonably accurate
model fit. The remaining 60.6% of variance is attributable to other factors not
included in this model, highlighting avenues for future research.
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Discussion

The findings of this study substantiate the significance of both
entrepreneurship education and business mentoring as pivotal drivers in enhancing
the success of community-based MSMEs in Nganjuk Regency. The descriptive
analysis revealed generally positive perceptions among respondents toward both
variables, though notable differences emerged in specific indicators such as
program intensity and innovation outcomes.

Entrepreneurship Education and MSME Success

The results affirm that entrepreneurship education has a significant positive
influence on MSME success. Indicators such as the quality of educational materials
and practical application received the highest mean scores, implying that
respondents value content that is both relevant and implementable in real business
scenarios. These findings align with previous research by Lux et al. (2020), which
emphasized that practical, well-delivered entrepreneurship education enhances the
ability of entrepreneurs to identify business opportunities and manage operations
effectively. Similarly, Lin et al. (2023) underscore the transformative impact of
entrepreneurship education in building managerial and innovation capabilities.

However, the lower score in the program intensity indicator (M = 3.65)
suggests limitations in the frequency or duration of these educational interventions.
This resonates with the critique by Turap et al. (n.d.), who argue that sporadic or
insufficiently sustained educational efforts often fail to yield long-term behavioral
change in MSME actors. This underscores the need for continuous and structured
entrepreneurship training that is embedded within long-term development
programs, rather than one-off workshops or seminars.

From a theoretical perspective, these findings support the competency-based
view of entrepreneurship, which posits that entrepreneurial success is rooted in the
acquisition and application of knowledge, skills, and attitudes. The significance of
entrepreneurship education in this model highlights its role as a mediating
mechanism that bridges structural barriers (e.g., limited formal education or access
to business networks) and tangible business outcomes.

Business Mentoring and MSME Success

Business mentoring was found to exert an even stronger influence on MSME
success compared to entrepreneurship education, as evidenced by its higher
standardized beta coefficient (§ = 0.412 vs. 0.323). This result is in line with the
findings of Turap et al. (n.d.), who reported a 45% increase in revenues for SMEs
receiving mentoring. The high mean scores for mentor competence (M = 4.15) and
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program sustainability (M = 4.02) suggest that the relational and experiential
components of mentoring are particularly valued by entrepreneurs.

Mentoring provides not only technical knowledge but also emotional support,
access to networks, and real-time feedback—dimensions not always accessible
through formal education. This reinforces the conceptualization by Pedro and
Cafiabate (2008) that mentoring is not merely a transmission of knowledge, but a
dynamic interaction that fosters entrepreneurial resilience and adaptive capacity.
Moreover, Masango (2011) identified key mentoring benefits—such as enhanced
decision-making confidence and expanded resource access—which were indirectly
supported by this study’s findings on profitability and socio-economic impact.

Interestingly, the relatively lower score for mentoring intensity (M = 3.71)
suggests that while the quality of mentoring is high, the frequency of interactions
may still be insufficient. This again parallels the pattern found in entrepreneurship
education and points to a broader challenge in sustaining engagement over time.
Therefore, institutionalizing mentoring structures—possibly through digital
platforms or local business associations—could help address this limitation and
increase access and consistency.

MSME Success and Innovation Challenges

The success of MSMEs, as measured by growth, profitability, employment
absorption, and socio-economic impact, reflects a moderately strong performance.
However, the consistently low score in product innovation (M = 3.52) indicates a
significant area of concern. Innovation is widely acknowledged as a key determinant
of long-term sustainability and competitiveness in MSMEs (Morales et al., 2022),
and its underperformance may stem from a lack of targeted support, inadequate
R&D capabilities, or risk-averse business cultures.

This gap reveals a critical area for the refinement of both educational and
mentoring interventions. As Lin et al. (2023) argue, entrepreneurship programs
should incorporate innovation-oriented modules, and mentors should be equipped
to guide mentees in ideation, prototyping, and market testing. Moreover, local
governments could facilitate innovation through grants, incubation programs, and
partnerships with universities and research institutions.

Model Implications and Research Contribution

The regression model explains 39.4% of the variance in MSME success,
indicating moderate explanatory power. This suggests that while entrepreneurship
education and mentoring are important, other variables—such as access to finance,
market dynamics, digital literacy, and institutional support—also play crucial roles.
The remaining unexplained variance (60.6%) points to rich opportunities for
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further research, particularly into contextual variables specific to suburban MSME
ecosystems.

This study contributes theoretically by integrating two typically separate
strands of MSME research—education and mentoring—into a single explanatory
model grounded in the framework of the people’s economy. In doing so, it responds
to the gaps highlighted by Morales et al. (2022), who emphasized the need for
context-sensitive approaches that reflect local cultural and economic realities.
Moreover, this research extends the literature by focusing on suburban contexts
such as Nganjuk Regency, which are often overlooked in favor of urban or rural
settings. As Ptak-Chmielewska and Chton-Dominczak (2021) note, regional
characteristics substantially shape SME needs and development pathways.

Practical Implications

From a policy standpoint, the findings suggest that entrepreneurship
education and business mentoring should not be designed in isolation. Instead, they
should be integrated into a coherent capacity-building strategy that is sustained,
context-sensitive, and innovation-focused. The relatively weak outcomes in
innovation and program intensity call for improved resource allocation, program
design, and performance monitoring.

Furthermore, the study emphasizes the importance of utilizing local mentors
and incorporating participatory approaches in curriculum development, as
recommended by Turap et al. (n.d.). This could enhance program relevance and
foster community ownership of development initiatives.

CONCLUSION

This research was initiated in response to the strategic role played by Micro,
Small, and Medium Enterprises (MSMEs) in the national economy, particularly in
Indonesia where they account for over 97% of employment and contribute
approximately 61% to the national GDP. Despite their potential—highlighted by the
finding that a 1% growth in MSMEs can reduce poverty by 0.3%—these enterprises
continue to face persistent barriers, including limited access to capital, inadequate
human resource capacity, and lagging technological adoption. In Nganjuk Regency,
a suburban region with significant economic potential, only 23% of MSMEs have
demonstrated substantial growth over the past three years, falling short of the
national average of 35%.

The primary aim of this study was to examine the influence of
entrepreneurship education and business mentoring on the success of community-
based MSMEs, by proposing an integrative model within the framework of a people’s
economy. This research addresses critical gaps in the literature by combining
perspectives from human capital theory and the resource-based view, while
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contextualizing these within the unique characteristics of suburban economic
environments.

The empirical findings confirm that both entrepreneurship education ( =
0.338) and business mentoring (f = 0.425) exert a positive and statistically
significant influence on MSME success, with business mentoring demonstrating a
comparatively stronger effect. The regression model accounts for 39.4% of the
variance in MSME success, highlighting that while these two factors are important,
other unexplored variables also play a substantial role. The quality of educational
materials (mean = 4.12) and mentor competence (mean = 4.15) emerged as critical
success factors. These results underscore the value of integrated capacity-building
interventions and validate theoretical assertions regarding the importance of
cultural and economic contextualization in the effectiveness of entrepreneurship
development programs.

A multi-level analysis of the findings reveals that program success is
contingent not only on content quality but also on its alignment with local needs, the
capabilities of implementing agents, and the sustainability of program delivery.
Nonetheless, areas of concern remain. The relatively low scores for program
intensity (mean = 3.65) and product innovation (mean = 3.52) suggest the need for
more robust and sustained interventions that foster continuous engagement and
innovation among MSME actors.

In light of these findings, several recommendations are proposed:

1. The design and implementation of integrated programs that harmonize
entrepreneurship education and business mentoring, tailored to the specific
characteristics of each business sector and local economic potential.

2. The enhancement of program intensity and long-term sustainability through
the strengthening of institutional capacity and adequate allocation of
financial and human resources.

3. Future research should adopt longitudinal designs to assess the long-term
effects and sustainability of community-based MSME development
initiatives, particularly within suburban contexts.

These conclusions contribute both theoretically and practically to the field of
MSME development by providing evidence-based insights for policymakers,
practitioners, and academics committed to empowering local economic actors
through contextualized and integrative strategies.
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