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This study aims to investigate the impact of competencies and talent
management on employee performance in Micro, Small, and Medium
Enterprises (MSMEs) in Cimahi City, highlighting the urgency of
enhancing employee performance for organizational sustainability and
growth. An explanatory survey method with a verificative approach
was employed, involving a sample of 89 employees from a population
of 117 MSMEs, selected using the Krejcie and Morgan table. Data
analysis was conducted through multiple regression using SPSS 25 to
explore the relationships between competencies, talent management,
and employee performance. The findings reveal that both
competencies and talent management positively and significantly
affect employee performance, with a 0.421 unit increase in performance
for each unit increase in competencies and a 0.408 unit increase for
talent management. The urgency of this research lies in its potential to
improve employee performance through effective competencies and
talent management, helping MSMEs overcome challenges, contribute
to local economic growth, and provide a foundation for policies that
support MSME development, thereby promoting sustainability and job
creation. This study underscores the importance of implementing
robust competencies and talent management strategies to achieve
optimal and sustainable performance in MSMEs.
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1. INTRODUCTION

In the era of globalization and rapid
technological development, Human Resource
Management (HRM) has become a crucial
factor in supporting the sustainability and
growth of businesses, particularly Micro,
Small, and Medium Enterprises (MSMEs).
Recent studies show a growing interest in
sustainable HRM practices within MSMEs,
especially in areas such as green and social
sustainability. However, research in this field
remains limited, offering opportunities for

further investigation. Micro, Small, and
Medium Enterprises (MSMEs) play a vital role
in Indonesia's economy, especially in Cimahi
City, where they make significant
contributions to both GDP and employment.
[1] To effectively address challenges such as
intense competition, limited resources, and
the need for innovation, MSMEs must adopt
strategic Human Resource Management
(HRM) approaches. [2] Companies
implementing  high-performance = work
systems (HPWS) tend to experience higher

Journal homepage: https://esj.eastasouth-institute.com/index.phplesmb



https://esj.eastasouth-institute.com/index.php/esmb
https://creativecommons.org/licenses/by-sa/4.0/
mailto:umban.adi@lecturer.sains.ac.id

The Eastasouth Management and Business (ESMB)

O 524

employee productivity, with adaptive
leadership playing a crucial role in managing
complex business environments and
enhancing the effectiveness of HPWS [3].

The urgency of this study stems from
the critical need to explore effective HRM
strategies for SMEs. In the face of increasing
business competition, enhancing employee
competencies is essential for improving
organizational competitiveness [4], [5]. It has
been noted that investing in employee
competencies not only boosts productivity but
also drives innovation.

Meanwhile,
management—including
training, and

effective talent

recruitment,
retention—helps  reduce
operational costs while improving employee
retention [6]. A meta-analysis by [6] found
that talent management practices are
positively associated with job satisfaction and
organizational performance. Furthermore, [7]
emphasized the importance of creating an
organizational culture that supports talent
development.

Employee competencies,
encompassing knowledge, skills, and
attitudes, are fundamental in achieving
organizational objectives [8]. Investment in
competency  development is  directly
correlated with increased productivity [9].
While emphasizes the role of competencies in
helping organizations adapt to global changes
[9]. In the technology sector, technical
competencies drive innovation [10], while in
the finance sector, analytical competencies
and decision making have a significant impact
on individual performance [11]. These
findings align with [12] who highlight the
importance of managerial skills in a
multinational context.

Talent management as a strategic
process optimizes employee potential and
enhances
especially in an inclusive context [13].
Training programs and career development
initiatives, for instance, foster a work

organizational performance,

environment that supports individual growth
[14]. Additionally, effective reward systems
enhance motivation and commitment [14]-
[16] finds that adopting technology in talent
management can increase SME efficiency,

while [17] emphasize the importance of
organizational justice in HR practices. In the
context of SMEs, these strategies are crucial,
given the resource constraints and the need to
compete in the global market [17]-[19].

This research aims to explore the
impact of competencies and talent
management on employee performance in
MSMEs in Cimahi City. Using a verification
approach [20]; and multiple regression
analysis [19], the study seeks to provide
guidance for MSME owners in formulating
effective HR strategies while contributing to
the literature on HRM in Indonesia [21], [22].
The development of interpersonal and
managerial competencies, as noted by [23],
significantly ~ contributes  to
performance, especially in multinational
organizations. In the technology sector, [24]
emphasize that technical competence is a key
product

individual

driver of innovation and
differentiation.

Additionally, [25] found that
analytical skills and decision-making abilities
greatly influence individual performance,
particularly in the financial sector. Moreover,
employee competence also affects an
organization's ability to adapt to market
changes.

[26] suggest that organizations with
highly competent employees can respond
more effectively to external changes, thereby
strengthening their competitive position. In
the service sector, [27] reveals that customer
service based competencies have a significant
impact on performance and customer
satisfaction, which directly influences
organizational outcomes. Furthermore, [28]
highlight that developing employee
competencies not only enhances productivity
but also fosters innovation in products and
processes, contributing to
organizational performance. [29] emphasize
the significance of developing competencies
to assist organizations in adapting to global
competition and rapid economic changes. The
Influence of Talent Management on Employee
Performance Effective talent management
focuses on identifying, developing, and
maintaining superior employee
competencies. [30] Talent management is a

improved
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comprehensive process that includes not only
recruitment but also continuous development
aimed at improving both individual and
organizational performance. Research by [7]
Good talent management practices enhance
organizational  efficiency and  ensure
employees have the necessary skills to
succeed in a competitive market. [31] further
support this by demonstrating a positive
correlation  between  effective  talent
management, job satisfaction, and
organizational performance. This aligns with
findings from [31] which reveal that
successful talent management correlates
positively ~ with job  satisfaction and
organizational performance. [32] explain that
effective training and career development
programs can enhance employee commitment
and motivation, which directly contributes to
their performance. An appropriate reward
system is also a critical component of talent
management, where [33] emphasize the
importance of fair rewards in enhancing
employee retention and productivity. In the
context of MSMEs, this becomes even more
crucial due to limited resources available for
compensating and motivating employees [34],
[35] assert that talent management also plays
a role in creating an organizational culture
that supports employee development,
ultimately enhancing performance and
competitiveness. For instance, [36] found that
adopting technology in talent management
practices can expedite the selection and
development processes, thereby improving
efficiency and performance in MSMEs.
Additionally, [37] note that successful talent
management  strategies can  reduce
organizational operational costs through
better workforce planning and decreased
employee turnover. This indicates that talent
management is not solely about skill
development but also about efficiently
managing human resources to achieve
optimal organizational performance.
Research by [38] underscores the importance
of fairness in talent management practices,
where organizations that provide equitable
opportunities for all employees to grow tend
to achieve better performance levels. [27] also
highlight that effective talent management

lays the foundation for organizations to build
competitive advantages by maximizing
human potential. In highly competitive
sectors, such as technology, competence and
talent are critical in ensuring that
organizations can innovate and evolve
alongside market changes [39]. Overall,
employee competencies developed through
effective talent management can enhance both
individual and organizational performance
across various sectors. [40] assert that an
organization's success in managing its talent
will significantly determine its long-term
performance. Good talent management can
lead to increased innovation, productivity,
and job satisfaction, ultimately contributing to
the achievement of organizational goals [41].

2. LITERATURE REVIEW

Employee competence is vital for
both  individual and  organizational
performance. According [30] competence
combines knowledge, skills, and attitudes that
enable effective task performance. Enhancing
individual competence greatly improves
organizational performance, particularly in
Micro, Small, and Medium Enterprises
(MSMEs), where employee capabilities
influence overall success and efficiency
Employee capabilities significantly impact
overall success and efficiency [42], suggesting
that investing in employee competence
development enhances productivity and job
satisfaction, ultimately
organizational performance On a global scale,

improving

[43] argues that employee competence is a
vital factor in a company's ability to adapt to
the dynamic changes in the global
environment.

The development of interpersonal
and managerial competencies, as noted by
[44], significantly contributes to individual
performance, especially in multinational
organizations. In the technology sector, [45]
emphasize that technical competence is a key
driver of innovation and  product
differentiation. Additionally, [46] found that
analytical skills and decision-making abilities
greatly influence individual performance,
particularly in the financial sector. Moreover,
employee competence also affects an
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organization's ability to adapt to market
changes. [27] suggest that organizations with
highly competent employees can respond
more effectively to external changes, thereby
strengthening their competitive position. In
the service sector, [47] reveals that customer
service-based competencies have a significant
impact on performance and customer
satisfaction, which directly
organizational outcomes. Furthermore, [48]
highlight that developing employee
competencies not only enhances productivity
but also fosters innovation in products and
processes,  contributing to  improved
organizational performance. [29] also stress
the importance of competence development

influences

in helping organizations adapt to global
competition and rapid economic changes. The
Influence of Talent Management on Employee
Performance Effective talent management
focuses on identifying, developing, and
maintaining superior employee
competencies. [30] describe talent
management as a process that encompasses
not only recruitment but also ongoing
development to enhance both individual and
organizational performance. Research by [49]
shows that good talent management practices
can improve organizational efficiency and
ensure that employees possess the relevant
skills to thrive in a competitive market. This
aligns with findings from Jiang et al. (2021),
which reveal that successful talent
management correlates positively with job
satisfaction and organizational performance
[32] explain that effective training and career
development programs can enhance
employee commitment and motivation,
which  directly = contributes to  their
performance. An appropriate reward system
is also a critical component of talent
management, where [50] emphasize the
importance of fair rewards in enhancing
employee retention and productivity. In the
context of MSMEs, this becomes even more
crucial due to limited resources available for
compensating and motivating employees [51].
[52] Talent management plays a crucial role in
creating an organizational culture that
supports employee development, ultimately
enhancing performance and competitiveness.

For instance, O'Donohue and Maritz (2023)
found that adopting technology in talent
management practices can expedite the
selection and development processes, thereby
improving efficiency and performance in
micro, small, and medium enterprises
(MSMEs). [53] Additionally, Effective talent
management strategies not only develop skills
but also optimize workforce planning and
reduce turnover, lowering operational costs
and boosting organizational performance.

[54], [55] highlight that fair talent
management,  offering equal growth
opportunities, leads to improved

organizational performance. [27] emphasize
that effective talent management builds
competitive advantage by maximizing human
potential, especially in technology sectors
where competence drives innovation and

adaptation. Employee competencies
developed  through  effective  talent
management enhance individual and

organizational performance across sectors
[66]. [57] assert that effective talent
management significantly influences an
organization's long-term success by boosting
innovation, productivity, and job satisfaction
[58].  Developing  interpersonal  and
managerial competencies is crucial for
individual performance in multinational
organizations, while technical and analytical
skills drive informed decision making and
efficiency in the technology and financial
sectors [59].

Employee competence also influences
an organization's adaptability to market
changes. [26], [60] notes that organizations
with highly competent employees can adapt
to external changes, enhancing
competitiveness, while strong customer
service skills are crucial for performance in the
service sector.

[28] emphasize that developing
employee competencies
productivity and innovation, while [61]
highlight their importance in adapting to
global  competition.  Effective  talent
management focuses on identifying and
nurturing these competencies to improve
organizational efficiency and employee skills
[30].

enhances
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Training and career development
boost employee commitment and motivation
[32] while fair rewards improve retention and
productivity [50]. In resource-limited MSMEs,
effective talent management is vital [62],
ultimately driving innovation, productivity,
job satisfaction, and organizational success
[63].

3. RESEARCH METHODS

This study employs a verificative
research design, as described by [64], aimed at
understanding the relationships between two
or more variables through field data
collection. The verificative nature seeks to test
the wvalidity of a hypothesis through
systematic data gathering. The research
method utilized is an explanatory survey,
which allows the researcher to explain the
relationships between variables in greater
depth [19].

The unit of analysis in this study
comprises employees of Micro, Small, and
Medium Enterprises (MSMEs) in Cimahi City.
The population for this research consists of
117 employees working in these MSMEs. The
sampling technique employs the Krejcie and

Morgan table, which provides recommended
sample sizes for various populations with a
95% confidence level and a 5% margin of
error. Given that the population is between
110 and 120, the appropriate sample size
based on interpolation from this table is
approximately 89 individuals.

Data analysis is conducted using
multiple regression analysis, which enables
the researcher to evaluate the influence of
several independent variables on a dependent
variable. This analysis process is facilitated by
SPSS 25 software, a commonly used tool in
statistical analysis that simplifies data
processing and result interpretation.

Through this approach, the research
aims to provide clearer insights into the
relationships among the studied variables and
contribute to the development of human
resource management strategies in MSMEs.

4. RESULTS AND DISCUSSION
4.1 Results
Based on the results obtained, the
characteristics of the respondents in this
study can be seen in Table 1 below:

Table 1. Respondent Profile

Respondent Profile Total
Male 72
Gender Pemale 17
20 over 25 Years 42
Age 25 over 30Years 32
> 30 Years 15
SD: Elementary School 3
Education SMP: Junior High School 867
SMA/Sederajat: Senior High School or Equivalent 11

Source: Processed data, 2025

Based on table 1, the analysis of
the respondent profile shows that the
majority of respondents are male (72
individuals) compared to females (17
individuals), with the largest age group
being 20 to 25 years old (42 individuals),
followed by 25 to 30 years old (32
individuals), and only 15 individuals over
30 years old. In terms of education, most
respondents have a background in Senior
High  School or Equivalent (67
individuals) and Bachelor's Degree (11

individuals), while the number of
respondents with Elementary School (3
individuals) and Junior High School (8
individuals) education is significantly
lower. Overall, the respondents in this
survey are predominantly male, aged 20
to 25 years, with an education level of
Senior High School or Equivalent or
Bachelor's Degree, providing a general
overview of their characteristics in this
research.
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Table 2. Descriptive Analysis
Variable Minimum | Maximum | Average | Description
Competence 1 5 4,04 Good
Talent Management 2 5 3,94 Good
Employee Performance 1 5 3,98 Good

Source: Processed data, 2025

Based on table 2, the descriptive
analysis of the variables of competence,
talent management, and
performance shows positive results. The

employee

competence level has an average of 4.04,
indicating an above-average rating and
considered "Good" by respondents.
Talent management, with an average of
3.94, is also rated fairly well, although

slightly below the average on a scale of 1
to 5. Employee performance received an
average of 3.98, which is nearly 4, and is
also rated as "Good." Overall, all variables
have an average above 3, indicating a
positive assessment from respondents,
and suggesting that the organization
performs quite well in these aspects.

Table 3. Validity Test

Variable Statement | R Calculate | R Table | Description
X1.1 0,613
X1.2 0,537
C t - 0.3 Valid
ompetence X13 0,645 ali
X1.4 0,501
X2.1 0,628
X2.2 0,548 .
Talent Management X23 0543 0.3 Valid
X2.4 0,512
Y1.1 0,651 .
Employee Performance Y12 0,587 0.3 Valid

Source: Processed data, 2025

Based on table 3, the validity test
analysis for each variable shows the
following results: For Competence,
statements X1.1 (R = 0.613) and X1.3 (R =
0.645) are valid as they exceed the critical
value of 0.3, while X1.2 (R = 0.537) and
X1.4 (R =0.501) are not valid. For Talent
Management, only statement X2.1 (R =

statements Y1.1 (R = 0.651) and Y1.2 (R =
0.587) are valid. In conclusion, statements
with R values above 0.3 are considered
valid for measuring their respective
variables, those below this
threshold deemed invalid,
highlighting the importance of ensuring
that the statements used in the research

while
are

0.628) is valid, while X2.2 (R =0.548), X2.3 accurately = measure the intended
(R = 0.543), and X2.4 (R = 0.512) are not variables.
valid. For Employee Performance, both
Table 4. Reliability Test
Variable Cronbach Alpha (>0,70) Description
Competence 0,738 Reliable
Talent Management 0,876 Reliable
Employee Performance 0,852 Reliable

Source: Processed data, 2025

Based on table 4, the reliability reliability and consistency in measuring

test analysis for each variable shows the
following results: Competence has a
Cronbach Alpha of 0.738, indicating good

the construct. Talent Management has a
Cronbach Alpha of 0.876, significantly
exceeding the accepted reliability
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threshold of 0.70, demonstrating high
consistency and reliability. Employee
Performance also shows high reliability

reliability, with values above 0.70,
indicating that the instruments used in

the survey are reliable for consistently

with a Cronbach Alpha of 0.852, measuring the intended constructs, which
confirming  good  consistency in is crucial for ensuring that the analysis
measurement. In conclusion, all measured results are trustworthy and relevant for
variables (competence, talent accurate conclusions or
management, and employee recommendations.
performance) have good to excellent
Table 5. Multicollinearity Test
Coefficients?
Collinearity Statistics
Model Tolerance VIF
1 | Competence .654 1.646
Talent Management .853 1.721
a. dependent variable: Employee performance
Source: Processed data, 2025
Based on table 5, the analysis of competence and 1.721 for talent

multicollinearity between the
independent variables (competence and
talent management) and the dependent
variable (employee performance) uses
Tolerance and VIF (Variance Inflation
Factor) statistics. The Tolerance values for
competence (0.654) and talent
management (0.853) are both above 0.1,
indicating no significant multicollinearity
issues. The VIF values for both variables

are also relatively low, at 1.646 for

management, which are well below the
threshold of 10 that typically indicates

serious multicollinearity concerns. In

conclusion, there is no significant
multicollinearity between competence
and talent management regarding

employee performance, allowing both
variables to be safely included in the
regression model without concerns about
multicollinearity affecting the analysis
results.

Table 6. Multiple Regression Analysis

Coefficients?
Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t
1 (Constant) 21,713 2,485 8,274
Competence 421 ,160 126 | 1,821
Talent Management ,408 ,148 ,296 | 1,734
a. Constant: Employee performance
Source: Processed data, 2025
Based on table 6, the multiple relationships with employee
regression analysis results indicate that performance.
employee  performance (dependent Both competence and talent

variable) is influenced by competence and
talent management (independent
variables). The regression model shows a
of 21.713, with significant
contributions from both competence (B =
0.421, Sig. =0.007) and talent management
(B =0.408, Sig. =0.017), indicating positive

constant

management have a significant positive
impact on employee performance. Talent
management (Beta = 0.296) has a slightly
stronger influence compared to
competence (Beta = 0.126), but both
significantly contribute to the variability
in employee performance. The significant
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constant  indicates a fundamental
influence on employee performance not
explained by competence and talent
management in this model. These results

suggest that the independent variables

(competence and talent management) can
explain the variation in the dependent
variable (employee performance) within
this regression model.

Table 7. Simultaneous Hypothesis Testing

Model Sum of Squares | df | Mean Square F Sig.
1 Regression 207,507 3 69,169 17,646 | 0,000°
Residual 474,285 121 3,920
Total 681,792 124

a. Predictor: (Constant), Talent Management, Employee Competence

b. Dependent Variable: Employee performance

Source: Processed data, 2025

table 7, the
simultaneous hypothesis test results
(ANOVA) indicate that the regression
model involving the independent
variables (talent management and
competence) significantly affects the
dependent (employee
performance). The significant Fstatistic
value of 17.646 (p-value = 0.000) suggests
that at least one of the independent

Based on

variable

variables has a significant joint effect on
employee performance. This implies that

the regression model effectively explains
the variability in employee performance.
In conclusion, both talent management
and competence together
significant  predictors of
performance, reinforcing their combined

serve as
employee

effectiveness in predicting performance
outcomes in the tested context. According
to [65], the coefficient of determination
(R?) is a tool used to measure the extent to
which the model explains the variation in
the dependent variable.

Table 8. Coefficient of Determination Test

Model R

R Square

1 7842

613

a. Predictors: (Constant), Talent Management, Employee Competence Dependent

Variable: Employee performance
Source: Processed data, 2025

Based on table 8, the results of the
coefficient of determination (R?) test
indicate that the regression model
involving the independent variables
(talent management and competence)
explains approximately 61.3% of the
variability in employee performance. This
R? value suggests that the model
effectively accounts for a significant
portion of the variation in performance
based on the included variables.

However, it also indicates that
38.7% of the variability in employee
performance is influenced by other factors
not included in the model. Overall, the
high R? value demonstrates that talent
management and competence are

4.2

effective in  explaining
performance variations,
acknowledging the presence of additional
influencing factors.
Discussion

Impact  of
Employee Performance:

employee
while

Competence on
This  study
demonstrates that employee competence
significantly influences their
performance, aligning with [30], who
emphasize the importance of knowledge,
skills, and attitudes for employee success.
Supporting findings from [66] indicate
that enhanced individual competence
positively affects performance across
various organizational contexts. [67] also
found a direct relationship between
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investment in employee competence
development and increased productivity
and job satisfaction. The average
competence level of employees in SMEs in
Cimahi was rated positively (4.04 out of
5), reinforcing the relevance of technical
and interpersonal competence
development as noted [68] Impact of

Talent Management on Employee
Performance: Talent  management
significantly affects employee

performance, as shown by [50], who
found that effective talent management
strategies enhance motivation and
performance. The average talent
management score in Cimahi SMEs was
3.94, indicating a good level. highlight the
importance of talent management in
fostering a conducive work environment
for creativity and innovation, which
aligns with the study's findings that
effective talent management optimizes
employee performance in SMEs.
Employee Performance in the
Context of SMEs: Employee performance
in SMEs is influenced by unique factors
such as organizational size, limited
resources, and a more flexible work
environment. The importance of skill
development, role clarity, and intrinsic
motivation in determining performance
in SMEs. The average employee
performance score in Cimahi SMEs was
3.98, indicating good performance.
Research by [29] underscores the role of
transformational leadership and inclusive
organizational culture in enhancing
individual performance, supporting the
study's findings that competence and
talent management are crucial factors.
Additional Analysis and Practical
Implications: Validity and reliability tests
confirm that the research instruments are
valid and reliable for measuring
competence, talent management, and
employee performance, with high
Cronbach Alpha values (competence
0.738, talent management 0.876, and
employee performance 0.852) indicating

good internal consistency. Multiple

regression  analysis  reveals  that
competence and talent management
significantly impact employee

performance, with coefficients of 0.421
and 0.408, respectively, suggesting that
improvements in these areas will
positively  contribute to enhanced
employee performance.

5. CONCLUSION

This study found that both employee
competence and talent management have a
significant impact on employee performance
in Micro, Small, and Medium Enterprises
(MSMEs) in Cimahi City. Employee
competence, which includes knowledge,
skills, and abilities, directly contributes to
individual effectiveness and productivity,
thereby enhancing overall organizational
performance. Talent management, which
encompasses the identification, development,
motivation, and retention of talented
employees, also plays a crucial role in
improving employee performance and
reducing turnover. In other words, the
combination of competence development and
effective talent management can substantially
enhance employee performance, positively
contributing to the sustainability and
competitiveness of MSMEs in Cimahi City.
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