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Abstract

In recent years, entrepreneurship has undergone significant changes, as both entrepreneurial competencies (ENC) and information technology
competencies (ITC) have become increasingly crucial for achieving small and medium sized businesses. This study seeks to explore the
relationship between ENC and small and medium sized businesses, emphasizing ITC’s mediating function. The study used a qualitative
approach, collecting data from small and medium sized businesses in Guilan province located in northern Iran through a questionnaire.
Convenience sampling was used, and 209 valid replies were obtained between March 15 and May 25, 2024. Data analysis was done through
SPSS and Smart PL. The study’s results showed that ENC has a positive relationship with both small and medium sized businesses and ITC.
Additionally, ITC played a mediating role between small and medium sized businesses and ENC. These findings highlighted how important it is
to integrate ITC and ENC to meet small and medium sized businesses goals. This study, undertaken on small and medium sized businesses in
the Guilan province, located in northern Iran might be less relevant to more significant geographic regions. Findings might help in formulating

Variance Extracted, HTMT: Heterotrait-Monotrait

plans to boost small and medium sized businesses performance and economic growth.
Keywords: Entrepreneurial Competency, Information Technology Competency, Small and Medium Sized Businesses Success, Smart PLS.

Abbreviations: ENC: Entrepreneurial Competencies, ITC: Information Technology Competencies, CR: Composite Reliability, AVE: Average

Introduction

In today’s rapidly changing business landscape, the fusion
of entrepreneurial competencies (ENC) and information
technology (ITC) competencies has become pivotal for small
and medium sized businesses success. small and medium sized
businesses are significant contributors to economic growth and
job creation and are crucial in driving local economies. However,
achieving sustainable growth in fragile business environments
necessitates more than just entrepreneurial insight; it demands
a strategic integration of IT solutions to enhance efficiency and
business competitiveness. While entrepreneurial skills empower
microenterprise owners to identify opportunities and mobilize
resources, IT competence enables them to streamline operations,

reach wider markets, and foster innovation [1]. Research
highlights that microenterprises with strong IT capabilities are
better positioned to adapt to market changes and sustain long-
term growth [2]. The swift progress in information technology is
driving the global economy, presenting businesses with unseen
prospects as well as difficulties. In this environment, promoting
sustainable growth and competitiveness in microenterprise
ventures requires an awareness of the complex interactions
between entrepreneurial competencies and IT capabilities.
Microenterprises, frequently distinguished by their small size
and resource limitations, are essential to economic development
because they act as catalysts for regional innovation and creating
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jobs.

To improve efficiency, productivity, and market response,
managing the complexity of today’s corporate environment
calls for more than simply entrepreneurial zeal-it necessitates
the strategic integration of IT solutions. The significance of
entrepreneurs depends on the unique combination of vision,
risk-taking tendencies, resourcefulness, and adaptability that
they offer to the company. These traits are essential for spotting
market opportunities, gathering capital, and directing corporate
endeavors towards long-term success [3]. However, in a world that
is becoming more digitally connected and where technological
advances are transforming industries, success as an entrepreneur
depends not only on conventional commercial acumen but also
on one’s capacity to use the transformative power of information
technology. Despite the acknowledged importance of both
entrepreneurial competencies and IT competence, the precise
nature of their relationship and the mechanisms through which
they influence microenterprise success still need to be explored,
particularly in the context of the Guilan province, located in
northern Iran. Hence, this study investigates how entrepreneurial
competency and microenterprise business are
interconnected with the mediating role of IT competency in order
to fill this knowledge gap [4,5].

success

Literature Review and Hypothesis Development

Entrepreneurial competence involves skills, knowledge,
attitudes, and traits necessary for launching, managing, and
growing a successful business. Entrepreneurial competency,
encompassing skills like opportunity recognition, strategic
planning, and innovation, is crucial for navigating the competitive
landscape and ensuring business sustainability [6]. Entrepreneurs
with high competency levels are better equipped to manage
resources, respond to market demands, and implement effective
business strategies, leading to improved performance and
growth. Previous Studies indicate that microenterprises benefit
significantly from solid entrepreneurial competencies, which
enhance their ability to adapt and thrive in dynamic environments
[7]- Moreover, research shows that these competencies are vital for
building and maintaining a competitive edge, essential for business
success in microenterprises [8]. By fostering innovation and
improving operational efficiencies, entrepreneurial competency
plays a pivotal role in driving the success of microenterprises.
Hence, the following hypothesis is made:

H1: Entrepreneurial Competency has a positive effect on Small
and Medium Sized Businesses Success

Entrepreneurs with high levels of competency-encompassing
skills such as strategic vision, innovation, and opportunity
recognition-are more adept at integrating IT solutions into their
business models [9]. These competencies enable entrepreneurs
to perceive the strategic advantages of IT, such as enhanced
operational efficiency, better engagement,
improved data management. Several studies show that competent

customer and
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entrepreneurs are more likely to invest in and adopt advanced
IT systems, viewing them as critical tools for maintaining a
competitive edge in the market. Their ability to innovate and
willingness to embrace new technologies drive this proactive
IT adoption. Furthermore, entrepreneurial competency often
involves a mindset oriented towards continuous improvement
and agility, which aligns well with the dynamic nature of
[10]. Thus,
significantly facilitates effective IT adaptation, enhancing overall
business performance and sustainability. As a result, it suggests

IT advancements entrepreneurial competency

the following proposition:

H2: Entrepreneurial Competency has a positive effect on
Information Technology Adaptation

IT competency, which includes the ability to effectively utilize
digital tools, manage information systems, and leverage online
platforms, is crucial for enhancing microenterprises’ operational
efficiency and competitiveness [11]. small and medium sized
businesses with high IT competency can streamline processes,
reduce costs, and improve customer engagement through better
data management and communication technologies. Research
indicates that IT competency enables small and medium sized
businesses to innovate and adapt quickly to market changes,
thereby gaining a competitive edge. Furthermore, IT competency
facilitates access to broader markets and resources, which is
vital for the growth and sustainability of small businesses. By
integrating IT solutions into their operations, microenterprises
can enhance productivity, improve service delivery, and achieve
better business outcomes, thus validating the positive impact of
IT competency on small and medium sized businesses success [5].
As aresult, it suggests the following proposition:

H3: Information Technology Competency has a positive effect
on Small and Medium Sized Businesses Success.

Entrepreneurial competency, which encompasses innovation,
strategic planning, and opportunity recognition, provides a strong
foundation for effective business management [12]. However,
the ability to leverage IT competency can significantly amplify
these competencies by enabling entrepreneurs to implement and
utilize digital tools and technologies effectively. Previous research
suggests that IT competency acts as a critical intermediary,
enhancing the impact of entrepreneurial skills on business
outcomes. Entrepreneurs’ adept at identifying opportunities
and innovating are better positioned to adopt and integrate IT
solutions, improving operational efficiency and market reach
[13]. This integration allows businesses to streamline processes,
optimize resource allocation, and respond swiftly to market
dynamics. Furthermore, IT competency enhances the capability
of microenterprises to manage information systems, utilize digital
marketing, and engage with customers through online platforms,
thereby reinforcing the positive effects of entrepreneurial
competency on business success. Thus, IT competency is a vital
link that strengthens the relationship between entrepreneurial
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competency and small and medium sized businesses performance,
highlighting its mediating role in driving business success [7]
(Figure 1). Hence, the following hypothesis is proposed:

H4:
relationship between entrepreneurial competency and Small and

Information Technology competency mediates the

Medium Sized Businesses Success.

' B\
Information Technology
Competency
Entreprenurial alland medmm sized
Competency H1 busmesses Success
Direct relationship
............ Mediating relationship
Figure 1: Conceptual Model of the Study.

(& J
Research Methodology (45.5%), followed by the 31-40 years age range (22%). Most

This research utilized a quantitative approach. The study’s
participants were small and medium sized businesses who had
established their companies in the Guilan province located in
northern Iran. The data collection was done with an adopted
survey questionnaire from the available previous literature.
Convenience sampling was used to collect the data from March
15, 2024, to May 25, 2024. The responders were given a total
of 150 questionnaires. After eliminating the 41 incomplete
questionnaires, 209 correct responses were received and included
in this study. All the item questionnaires were measured with a
five-point Likert scale, which ranged from 1 strongly disagree to
5 strongly agree. Data analysis was done through SPSS and Smart
PLS to examine the measurement model and structural model in
the study.

Data Analysis and Results
Demographic characteristics of the respondents

Table 1 above shows the demographic data of a sample
group. There are 60 females (28.7%) and 149 males (71.3%).
The majority of the group falls within the 21-30 years age range
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participants hold graduate degrees (62.7%). The predominant
business type is agro-based (27.8%). Job experience is primarily
less than ten years, with 34.4% having under five years and 35.9%
having 5 to 10 years.

Descriptive Statistics of the Constructs

Table 2 outlines statistics and associations among three
variables: Entrepreneurial Competency (ENC) exhibits moderate
variability, with a mean of 4.234 and a high reliability of 0.905.
Information Technology Competency (ITC) shows slightly less
variability (mean 4.345), with a good reliability of 0.823. small
and medium sized businesses Success correlates positively with
ENC (.309) and ITC (.316), suggesting moderate relationships.
Overall, higher entrepreneurial and IT competencies correspond
to increased business success, with statistically significant
correlations.

Assessment of Measurement Model

The measurement model in structural equation modelling
is critical in establishing if the outer model-composed of Factor
loads, Composite Reliability (CR), and Average Variance Extracted
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(AVE)-is being measured correctly. Furthermore, to evaluate
discriminant validity in the measurement (outer) models, the
Heterotrait-Monotrait (HTMT) Ratio [14,15] and Criterion are
applied. Table 3 provides statistical implications for assessing
the measurement (outer) models used in the current study. For
these evaluations, [16] state that factor loading should be at
least 0.70 or higher and that CR and AVE should be at least 0.70
and 0.50, respectively. The constructs ENC, ITC, and small and
medium sized businesses Success demonstrate strong internal
consistency, with Cronbach’s alpha values ranging from 0.827
to 0.907. Composite Reliability values, ranging from 0.835 to
0.911, also confirm the constructs’ reliability. Average Variance
Extracted values, between 0.71 and 0.743, indicate the proportion
of variance captured by the items in each construct. These results

bolster the study’s credibility by affirming construct validity and
validating the measurement instruments. Table 4 above depicts
construct correlations and diagonal values representing the
square roots of Average Variance Extracted (AVE). Diagonal values
(in bold) should exceed off-diagonal ones. Here, diagonal values
exceed off-diagonal ones, confirming satisfactory discriminant
validity, as stated by [15]. Each construct’s diagonal value (ENC,
ITC, MBS) exceeds correlations with other constructs, validating
their distinctiveness. In Table 5 above, [14] state that the HTMT
ratio for latent constructs should be smaller than 0.80 to have
appropriate discriminant validity. In this case, all correlations
fall below 0.8, ensuring satisfactory discriminant validity, as each
construct demonstrates adequate differentiation from the others.
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Figure 2: PLS algorithm results for the assessment of the structural model.
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Assessment of Structural Model

The assessment of the Structural equation model begins
with the calculation of the coefficient of determination (R2)
for each endogenous latent variable. Table 6 below depicts the
coefficient of determination(R2) of 0.157, indicating that ENC and
ITC explained 15.7 per cent of the overall variance of small and
medium sized businesses Success. Meanwhile, R2 of 0.079 shows
that ENC explained 7.9 percent of the overall performance of ITC.
The assessment model of Predictive relevance (Q2) values of small
and medium sized businesses Success and ITC were 0.834 and
0.708, respectively. Hence, the values of the endogenous variables
in the model indicate the predictive relevance. Additionally, the
study found the effect size (F2) of the independent variables of ENC
has a weak impact on small and medium sized businesses Success
(0.065) and ITC (0.085), respectively, in the model. Similarly,
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MBS has also been impacted by ITC (0.069) (Figure 2). In the
current study, the bootstrapping method was used with 5000 re-
samples for the hypothesis testing. The statistical measures of T-
Statistics and P-Values were employed to ascertain the acceptance
of a hypothesis. In the above Table 7 and Figure II, the results
demonstrated that ENC has a direct and positive effect on MBS (8
= 0245, T-Stat. =3.215, P< 0.001) and ITC ($=0.280, T-Stat.=3.552,
P< 0.000). Furthermore, the result showed that ITC has a positive
effect on MBS ($=0.251, T-Stat.=3.130, P< 0.001). The results
confirm the three direct hypotheses (H1, H2, H3), as evidenced
by the high path coefficient, T-statistics> 1.96, and P- value < 0.05
with bootstrapping of 95% confidence interval. As a result, this
study substantially affects all direct effects. The results show that
information technology competency plays a mediating role in the
relationship between entrepreneurial competency and micro-
business enterprise success, and this relationship is positively
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and significantly correlated. In Table 8, the result shows that the
indirect effects hypothesis refers to the mediator. In assessing the
result of one mediating hypothesis, the result revealed that ITC
mediates between ENC and small and medium sized businesses
Success (B= 0.070, T-stat.= 1.962, P-value =0.027). Hence, the

Table 1: Demographic Information.

mediating hypothesis (H4) was supported. It was found that ITC
increased MBS, but ENC directly impacted small and medium
sized businesses Success and ITC. It was also revealed that ITC
acted as a mediator between ENC and small and medium sized
businesses Success, confirming its role in the research model.

Demographic Items
Female
Gender Male
21to 30yrs
31to 40 yrs
41to 50 yrs
51 to 60 yrs
Age Group More than 60 yrs
Intermediate
Graduate
Post Graduate
Educational Qualification Others
Argo-based
Handicraft- based
Handicraft -based
Service-based
Textile-base
Business Types Trade-based
Less than 5 yrs
5to 10 yrs
11to 15yrs

Job Experience 11 to 15yrs

Frequency Percentage (%)
60 28.7
149 71.3
95 45.5
46 22
35 16.7
27 12.9

6 2.9
7 3.3
131 62.7
61 29.2
10 4.8
58 27.8
31 14.8
17 8.1
44 211
32 15.3
27 12.9
72 34.4
75 359
46 22.0
44 211

Table 2: Descriptive Statistics of the Constructs.

Variable(n=209) Mean SD

a Skewness | Kurtosis ENC ETC MBS

(1) Entrepreneurial Competency (ENC) | 4.234 | 0.829 | 0.905 -1.470 0.584 1
(2) Information Technology Competen-
cy (ITC) 4345 | 0.737 | 0.823 -1.468 1.538 266** 1
(3) Small and Medium Sized Business-
es Success 4244 | 0.790 | 0.864 -1.740 1.812 309** | .316** 1

Note: a: Cronbach alpha; SD: Standard Deviation; ** Correlation is significant at 0.01.
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Table 3: Validity and Reliability of the Constructs.

Constructs Items Factor Loadings o CR (rho_a) | AVE
ENC1 0.863
ENC2 0.838
ENC3 0.835
ENC4 0.867
Entrepreneurial Competency (ENC) ENC5 0.861 0.907 0.911 0.727
ITC1 0.839
ITC2 0.898
Information Technology Competency (ITC) ITC3 0.848 0.827 0.835 0.743
MBS1 0.853
MBS2 0.853
MBS3 0.856
Small and Medium Sized Businesses Success MBS4 0.808 0.864 0.87 0.71
Note: a: Cronbach alpha; AVE: Average Variance Extracted.
Table 4: Discriminant Validity using Fornell and Larcker Criterion.
Constructs ENC ITC MBS
Entrepreneurial Competency (ENC) 0.853
Information Technology Competency (ITC) 0.28 0.862
Small and Medium Sized Businesses Success 0.315 0.32 0.842
Note: The square root of average variance extracted (AVE) is shown on a diagonal in bold.
Table 5: Discriminant Validity using HTMT 0.8 criterion.
Constructs ENC ITC MBS
Entrepreneurial Competency (ENC)
Information Technology Competency (ITC) 0.32
Small and Medium Sized Businesses Success 0.352 0.373
Table 6: Coefficient of Determination (R?), Predictive Relevance (Q?) and Effect Size (f?).
Constructs R-Square Q- Square F- Square Decision
MBS 0.157 0.834
ITC 0.079 0.708 0.069 Weak
ENC 0.065% 0.085° Weak; Weak
Note: °MBS; *ITC.
Table 7: Hypothesis Testing result of direct effect: Structural model.
Hypothesis Relationship B T-statistics P-values Decision
H1 ENC-> MBS 0.245 3.251 0.001 Accepted
H2 ENC -> ITC 0.280 3.554 0.000 Accepted
H3 ITC -> MBS 0.251 3.130 0.001 Accepted
Note: ENC: Entrepreneurial Competency, ITC: Information Technology Competency, Small and Medium Sized Businesses Success.
Table 8: Mediating Hypothesis Testing of indirect effect: structural model.
Hypothesis Relationship B T-statistics P-values Decision
H4 ENC -> ITC-> MBS 0.070 1.962 0.027 Accepted

Note: ENC: Entrepreneurial Competency, ITC: Information Technology Competency: Small and Medium Sized Businesses Success.
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Discussion

To gain a better understanding, this study investigated crucial
variables that underpin entrepreneurial competencies (ENC)
and small and medium sized businesses Success, as well as the
mediating role of information technology competency (ITC) in
this relationship. This study’s findings confirmed the hypothesis
(H1) that entrepreneurial competency (ENC) impacts small
and medium sized businesses Success. The confirmation of the
hypothesis that entrepreneurial competency impacts small and
medium sized businesses Success reinforces established theories
and empirical evidence in the field of entrepreneurship [17]. It
affirms the notion that individual entrepreneurs’ capabilities
and significantly
performance and outcomes [9]. Next, the finding of hypothesis
(H2) of the study, which established a positive relationship
between entrepreneurial competency (ENC) and the adoption
of information technology (ITC) in microenterprise businesses,
aligns with previous research in the field of entrepreneurship [12].

characteristics influence their ventures’

This positive effect emphasizes the pivotal role of ENC in shaping
entrepreneurial behaviors and decisions regarding technology
adoption in microbusiness enterprises [17]. As a result, they
are better equipped to understand the benefits of integrating
information technology into their operations and navigate their
business. Moreover, the study highlights the impact of ITC
adeptness as a channel for exchanging technological knowledge
and best practices among their peers [18]. By leveraging their
ITC skills, they facilitate collaborative learning environments
where information technology adoption is encouraged and
supported. This integration of ITC and knowledge-sharing
accelerates the diffusion of technological innovations within the
microenterprise sector, contributing to overall digital readiness
and competitiveness.

Furthermore, the study investigated the proposition outlined
in hypothesis (H3), which suggests a positive relationship
between information technology competency (ITC) and small
and medium sized businesses Success. This finding underscores
the crucial role of technology proficiency in driving the success of
small and medium sized businesses in today’s digital landscape
[10]. Information technology competency encompasses a
spectrum of skills, ranging from basic digital literacy to more
advanced abilities in utilizing software, online platforms, and
data analytics tools. small and medium sized businesses Success
that possess a higher level of ITC are better equipped to adapt to
technological advancements, capitalize on digital opportunities,
and address challenges in an increasingly competitive market
environment [19]. The research findings provide convincing
evidence to support the hypothesis (H4), which posits that
information technology competency (ITC) serves as a mediator in
the relationship between entrepreneurial competency (ENC) and
small and medium sized businesses Success [20]. This implies
that the extent to which entrepreneurs are influenced by their
ability to leverage information technology effectively impacts
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their business outcomes. Entrepreneurs who are well-connected
with ITC may have greater access to information, resources, and
opportunities related to technology adoption and innovation [21].
Thisaccess enables them to develop and enhance their information
technology competency, which, in turn, translates into improved
business performance and success. Recognizing the mediating role
of ITC emphasizes the importance of incorporating digital literacy
and technology training into entrepreneurship programs [22] .
Entrepreneurs with strong information technology competency
are better positioned to capitalize on emerging opportunities in
the digital economy and remain competitive in an increasingly
interconnected world.

Implications of Study

The implications of these findings extend to entrepreneurs,
policymakers, stakeholders fostering
microenterprise development. Entrepreneurs should prioritize

and involved in
investing in technology training and skill development to enhance
their digital capabilities and remain competitive in the business.
Policymakers and support organizations should prioritize
initiatives that promote technology training, facilitate knowledge-
sharing platforms, and foster a culture of digital innovation within
the microenterprise sector. By investing in technology education
and support, stakeholders can empower micro-entrepreneurs to
harness their full potential and drive sustainable business success
in the digital era.

Conclusion

This study has examined the impact of entrepreneurial
competency (ENC) and information technology competency
(ITC) on small and medium sized businesses Success in the
Guilan province located in northern Iran. The findings of the
study showed that ENC directly and positively affect the ITC and
small and medium sized businesses Success. Additionally, the
finding revealed that ITC positively impacts small and medium
sized businesses Success. Therefore, the impacts of this study are
significant for all direct relationships. Further, the results of one
mediating relationship revealed that ITC mediates the relationship
between ENC and small and medium sized businesses Success,
which isin support of the mediating relationship. Hence, this study
shows that microbusiness enterprises need to prioritize ENC
and adapt ITC competency to improve and sustain the small and
medium sized businesses Success. The study examined the impact
of entrepreneurial competency on business success, adding to
the body of knowledge while integrating ITC competency. The
path analysis’s results verified that information technology and
entrepreneurial competency were the cornerstones of small and
medium sized businesses Success and directly and indirectly
influenced their ability to succeed as business enterprises.

All  business enterprises, especially those in the
microenterprisessector, mustintegrate [T competency. Thisstudy’s
findings emphasize the critical importance of entrepreneurial and

information technology competencies in driving microenterprise
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business success. Further, the study highlights the pivotal role of
both entrepreneurial competency and information technology
competency in steering the success trajectory of small and
medium sized businesses Success. With the rapid advancements
in technology and the increasingly interconnected global economy;,
leveraging information technology has become advantageous
and necessary for small and medium sized businesses Success
to remain competitive and sustainable. Moreover, the synergy
between entrepreneurial competency and information technology
competency creates a virtuous cycle of innovation and growth.
Entrepreneurs who embrace technology not only enhance their
operational efficiency but also unlock new opportunities for value
creation and differentiation in the market. By fostering a culture
of continuous learning and adaptation, microenterprises can
leverage information technology as a strategic asset to fuel their
growth aspirations and achieve long-term success.

Limitations of the Study and Scope for Future
Research

This study was carried out in the Guilan province located
in northern Iran. small and medium sized businesses success
sector may limit the applicability of findings to more significant
geographic regions. Future research should be undertaken on how
entrepreneurial and IT competencies impact micro-enterprise
success over time and across diverse sectors and regions for
the generalizability of findings. Investigating demographic
influences, emerging technologies, policy support, education, and
training effectiveness can reveal tailored strategies to enhance
micro-enterprise performance, providing valuable insights for
practitioners and policymakers.
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