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ABSTRACT

This study investigates the impact of financial services on SME performance in Libya, examining training skills as a mediating mechanism. Using a
quantitative research design, data were collected via a structured questionnaire distributed to 530 SMEs, with 392 valid responses obtained, representing
a 74% response rate. The study employs PLS-SEM to assess direct and indirect relationships among constructs. The results indicate that financial services
positively and significantly influence both SME performance and training skills. Training skills, in turn, positively affect SME performance and mediate
the relationship between financial services and performance. These findings underscore that access to financial resources alone is insufficient; SMEs
must possess internal capabilities, particularly through training, to effectively utilize financial services for enhanced outcomes. The study contributes to
human capital and capability-based perspectives in fragile economies and provides practical insights for policymakers, financial institutions, and SME
managers, emphasizing the importance of integrating financial support with targeted skill development initiatives to achieve sustainable SME growth.
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1. INTRODUCTION

Small and medium enterprises (SMEs) play a critical role in driving
economic diversification, employment creation, and private-sector
development, particularly in fragile and transitioning economies such
as Libya. Despite their strategic importance, Libyan SMEs continue to
underperform due to structural and managerial barriers, most notably
limited access to financial services, weak institutional support, and
low levels of managerial and financial capability (Elsharie, 2021). In
emerging and fragile economies, broader financial and accounting
research highlights the growing need for stronger financial systems
and improved financial practices to support economic development
(Ahmuda and Yakhlf, 2024). Similar findings have been observed

in Libya’s higher education and public-sector contexts, where weak
organizational capabilities and insufficient knowledge systems have
been shown to undermine financial performance (Aghel et al., 2024;
Aghel and Azam, 2026). However, in the case of Libyan SMEs, many
firms struggle not because financial products are unavailable, but
because entrepreneurs lack the financial literacy, managerial training,
and operational skills required to use financial services productively.
These weaknesses frequently result in financial mismanagement,
suboptimal investment decisions, and reduced business sustainability.

In Libya, SMEs represent the backbone of the private sector,
accounting for a majority of new business creation and serving
as a central engine for employment generation and economic
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diversification (World Bank, 2023). However, most SME activities
remain concentrated in traditional and low-value-added sectors
such as retail, trade, and small-scale services, with limited
participation in manufacturing and technology-driven industries
(OECD, 2020). Recent empirical studies show that Libyan SMEs
continue to face substantial constraints, including limited access to
formal finance, low managerial capability, and weak institutional
support (Esaudi et al., 2021; Eljamel, 2022). Moreover, a large
proportion of Libyan SMEs operate informally, lacking proper
accounting systems, digital integration, and structured financial
management practices, which restricts their ability to effectively
utilize financial services and scale their operations (Cortelezzi
et al., 2025). These sector-specific challenges reinforce the
importance of improving the financial capability and training of
SME owners to enhance organizational performance within a
fragile and rapidly changing economic environment.

International evidence shows that access to finance alone does
not guarantee improved performance; rather, the effectiveness
of financial services depends on entrepreneurs’ capability to
understand, interpret, and apply financial information. A recent
systematic review by Grafia-Alvarez et al. (2022) demonstrates
that SMEs with higher financial literacy leverage credit facilities
more effectively and achieve superior financial and operational
outcomes. Similarly, Abdallah et al. (2024) report that financial
literacy enhances SMEs’ performance and amplifies the positive
effect of access to finance. In developing economies, insufficient
financial training is consistently linked to weak financial control
systems and increased vulnerability to business failure (Adato and
Onsare, 2024). These conditions closely mirror the Libyan context,
where structured training opportunities for SME owners remain
limited, thereby weakening the link between financial access and
performance outcomes.

From a theoretical perspective, this relationship can be explained
through Human Capital Theory (Becker, 1965), which posits that
training enhances knowledge, skill, and productivity, and through
the resource-based view (RBV) (Barney, 1991), which emphasizes
the strategic value of financial resources and internal capabilities
in driving performance. Additionally, dynamic capabilities theory
(Augier and Teece, 2007) suggests that SMEs must possess
capability-enhancing mechanisms such as managerial training
to transform financial inputs into competitive advantages. These
theoretical lenses jointly highlight that training skills are not
merely supportive factors but essential mechanisms that shape
how SMEs utilize financial services.

Despite the growing global recognition of the complementarity
between financial access and entrepreneurial capability, empirical
research in Libya remains scarce. Most existing studies examine
financial constraints or SME challenges in isolation, without
considering how training and financial skills may strengthen
or mediate the relationship between financial services and
organizational performance. This gap persists even though Libyan
scholarship has shown that capability-building mechanisms such
as knowledge management significantly strengthen organizational
outcomes in other sectors (Aghel et al., 2024; Aghel and Azam,
2026). Addressing this gap is essential for policymakers, financial

institutions, and SME support agencies seeking to enhance SME
competitiveness and economic resilience in fragile economic
environments.

In light of these gaps, this study aims to examine how financial
services influence SME performance in Libya and to determine
the extent to which training skills enhance this relationship.
Specifically, the study investigates the direct effects of financial
services on both training skills and SME performance, the direct
effect of training skills on performance, and the mediating role of
training skills in the financial services performance pathway. By
integrating human capital theory, the resource-based view, and
dynamic capabilities theory, this study contributes to a deeper
understanding of how internal capabilities enable SMEs in fragile
contexts to transform financial inputs into performance outcomes.
The findings offer valuable implications for policymakers,
financial institutions, and SME owners, emphasizing the need to
complement financial support programs with capability-building
initiatives to promote sustainable enterprise growth.

Despite their critical role in economic diversification and
private-sector development, small and medium enterprises
(SMEs) in Libya continue to experience low productivity, weak
competitiveness, and high failure rates. Although several financial
services such as microfinance initiatives, bank lending schemes,
and governmental SME support programs are available, evidence
suggests that many Libyan SMEs are unable to utilize these
services effectively to improve their organizational performance
(Elsharie, 2021). The problem lies not only in the accessibility
of financial instruments but in the capability of SME owners
to understand, evaluate, and strategically apply these services
to support business growth. Existing studies across developing
economies demonstrate that financial skills and training significantly
strengthen SMEs’ ability to benefit from financial products
(Graﬁa—Alvarez et al., 2022; Abdallah et al., 2024). However, in
Libya, structured financial training is limited, and SME owners
frequently lack the financial capability required to make informed
decisions. As a result, the relationship between financial services
and organizational performance remains weak or inconsistent. This
situation highlights a critical problem: financial services alone are
insufficient to enhance SME performance unless accompanied by
adequate training and skill development among entrepreneurs.

2. RESEARCH GAP AND HYPOTHESES
DEVELOPMENT

Despite the growing global emphasis on financial literacy,
managerial capability, and skill development as drivers of SMEs’
effective use of financial services, the applicability of these insights
to Libya remains insufficiently examined. A number of critical
gaps persist.

First, empirical evidence from Libya is extremely limited. Existing
studies predominantly analyses structural barriers, political
instability, and financing difficulties (Elsharie, 2021), while
overlooking how employee training and financial-management
skills influence the utilization and performance outcomes of
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financial services. This leaves a significant empirical void
regarding the human-capital mechanisms that shape financial
effectiveness in Libyan SMEs.

Second, the literature lacks moderation-based investigations. While
international evidence shows that financial literacy strengthens the
link between financial access and SME performance (Abdallah
et al., 2024), no study in Libya has examined whether training
skills similarly enhance the relationship between financial
services and organisational performance. This represents a missed
opportunity to understand boundary conditions in a context where
capability constraints are pervasive.

Third, capability-oriented perspectives remain underexplored.
Research in developing economies highlights persistent deficits
in financial capability, weak internal controls, and limited
managerial expertise (Abdallah et al., 2024). Yet, Libyan studies
have not addressed how these capability gaps may influence
the performance impact of financial services. Consequently,
the capability performance pathway remains theoretically and
empirically underdeveloped.

Finally, research in fragile and transitioning institutional
environments is notably absent. Although studies in developing
countries demonstrate that financial literacy and managerial
capability enhance SME performance (Filli and Muhammad,
2024), evidence from fragile states remains scarce. Libya presents
aunique institutional context characterized by regulatory volatility,
weak financial-sector governance, and constrained administrative
capacity. International assessments consistently classify Libya as
facing structural fragility that impedes private-sector development
(World Bank, 2023; IMF, 2023). The OECD (2020) emphasizes that
such environments require context-specific empirical investigations,
yet no study has examined whether training skills strengthen the
financial-services performance relationship under these conditions.
This omission highlights a critical and timely research gap.

Grounded in human capital theory and capability-based
perspectives, financial services are expected to enhance SME
performance by improving firms’ ability to invest, expand
operations, and manage working capital efficiently. However, the
extent to which SME:s fully benefit from financial products depends
heavily on their internal capabilities, particularly financial-
management skills and training. Firms with stronger training
foundations are better equipped to interpret financial information,
select suitable financial tools, and make informed strategic
decisions (Grafa-Alvarez et al., 2022). Evidence from developing
economies further shows that financial literacy strengthens the
relationship between financial access and firm performance,
reinforcing the expectation that training operates as an important
capability-enhancing mechanism (Abdallah et al., 2024).

In the Libyan context, findings on financial access and SME
performance remain mixed. Zarook et al. (2013) reported that
traditional financial indicators such as profitability ratios and return
on assets do not significantly influence access to finance for Libyan
SMEs, while managerial experience and education positively
affect financial access. Subsequent studies highlight that the retail

sector, representing nearly half of SMEs in Northwestern Libya,
continues to face financial access constraints that impede business
growth. More recent work by Momen and Samikon (2021)
demonstrates that access to finance, alongside business information
and infrastructure, contributes to performance outcomes through
improvements in operational efficiency. These inconsistencies
suggest that financial access alone may be insufficient unless
complemented by internal skills and training capabilities.

A substantial body of empirical evidence underscores the
performance-enhancing role of training. In financial institutions,
multidimensional training programs strategic, social, and
sustainability-oriented significantly improve long-term
performance (Archana and Angello Gerald, 2024). Effective skills-
management practices, including needs assessment and employee
development, are also positively associated with job performance
(Mugasa et al., 2022). Among SMEs, financial management
training demonstrably improves owners’ knowledge of record
keeping, profitability assessment, and working capital decisions
(Kirsten, 2013), while life-skills financial training produces long-
lasting behavioral improvements (Grimes et al., 2022). Together,
these findings consistently affirm the positive impact of training
on financial capability and firm performance.

Similarly, extensive cross-country evidence confirms that training
is a critical determinant of SME success. Large-scale UK data
reveal that combined on-the-job and off-the-job training yields
stronger performance outcomes than either form alone (Idris et al.,
2023). Studies in Malaysia, Jordan, and South Africa also report
significant positive effects of training on profitability, revenue
growth, employment expansion, and overall business performance
(Yahya et al., 2012; Magableh et al., 2011; Chinomona, 2013).
These findings suggest that training constitutes a fundamental
human-capital mechanism through which SMEs accumulate
capabilities that support sustainable performance.

Beyond its direct effects, training may also shape the pathway
through which financial services contribute to performance. Prior
research demonstrates that training and capability development
can mediate financial or investment-related relationships. For
example, Chi et al. (2008) found that training partially mediated
the link between foreign investment and SME performance, while
Shamudeen et al. (2015) showed that microfinance access mediated
the relationship between financial awareness, self-efficacy, and
performance. Haider et al. (2017) further confirmed that trained
business owners outperform untrained ones across multiple
performance dimensions. Mabula and Ping (2018) demonstrated
that the utilization not merely availability of financial services
mediates their performance impact, highlighting the importance
of capability in transforming financial inputs into outcomes.
Collectively, these studies suggest that training may enhance
SMEs’ ability to convert financial access into tangible performance
improvements an issue that remains unexamined in Libya’s fragile
institutional environment.

Based on this reasoning, the following hypotheses are proposed:
e H,: Ability to receive financial services has a positive and
significant effect on SME performance
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e H,:Financial services have a positive and significant influence
on the training skills of SMEs

e H,: Training skills have a positive and significant effect on
SME performance

e H,: Training mediates the relationship between access to
financial services and SME performance.

3. METHODOLOGY AND DATA
COLLECTION

This study adopts a quantitative research design to examine the
impact of financial services on SME performance, with training
skills incorporated as a mediating factor. A quantitative approach
is appropriate because the study aims to test theoretically derived
hypotheses and assess statistical relationships among constructs.

The population comprises SMEs operating across Libya, a sector
that plays a central role in the national economy. According to
Kamel (2012), approximately 80% of Libyan SMEs are individually
owned, 16% are classified as small corporations, and the remainder
consist of family-owned businesses. With an estimated 106,970
SMEs nationwide, the minimum required sample size following
Sekaran’s (2003) guidelines is 384 respondents. Data were
collected through a self-administered questionnaire using stratified
random sampling, ensuring proportional representation from both
small and medium-sized enterprises. A total of 530 questionnaires
were distributed, and 392 were completed and returned, resulting in
a 74% response rate, which is considered strong for survey-based
organizational research.

Primary data were gathered using a structured questionnaire
consisting of two major sections. The first section captured
demographic details such as organization name, respondent age,
position, gender, educational background, and years of experience
(Hair, 2010). The second section measured the study constructs
using validated instruments adopted from established literature,
ensuring content validity and reliability. SME performance was
assessed using four items adapted from Kuzilwa (2005) and
Ekpe (2011). The financial services construct, treated as the
independent variable, was measured through two dimensions:
loan size (five items) and loan utilization (seven items), drawing
on the measurement frameworks by De Haan and Lakwo (2007)
and Ekpe (2011). Training, included as the mediating variable, was
measured through four items adapted from Mustafa et al. (2024)
to capture the extent to which training enhances the effective use
of financial resources. Individual characteristics were incorporated
as a control variable, measured using four items adapted from
Francisco and Yi-Wen (2006), to account for personal factors that
may influence SME performance.

4. ANALYSIS AND RESULTS

4.1. Normality Test

Following the guidelines of Hair et al. (2014), skewness and
kurtosis values were examined against the recommended cut-off
of £2.58. As shown in Table 1, all constructs fall well within the
acceptable range, indicating that the data exhibit an approximately

normal distribution. Skewness values range from —0.175 to
—0.598, while kurtosis values fall between —0.003 and —1.093.
These results confirm that the dataset does not violate normality
assumptions and is suitable for subsequent multivariate analyses.

4.2. Multicollinearity Test

Multicollinearity was assessed using tolerance and variance
inflation factor (VIF) values (Hair, 1998). As shown in Table 2,
all tolerance values exceed 0.20 (ranging from 0.680 to 0.891),
and all VIF values are well below the threshold of 5 (ranging from
1.421 to 1.448). These results indicate the absence of harmful
multicollinearity among the predictor variables, confirming that
financial services and training skills do not excessively overlap
in explaining SME performance.

4.3. Descriptive Statistics for Variables

A five-point Likert scale was used to measure all constructs.
Table 3 reports the means and standard deviations. Training skills
recorded the highest mean score (M = 3.508, 70%), followed
by organizational performance (M = 3.406, 68%). Loan using
recorded the lowest mean (M = 3.213, 64%). The overall mean
score across all constructs is 3.388 (67%), indicating moderately
positive perceptions among respondents. Standard deviations
range from 0.862 to 1.144, reflecting acceptable variability within
the dataset.

4.4. Assessment of PLS-SEM Results

The measurement model was evaluated using convergent and
discriminant validity procedures following the two-stage approach
recommended by Hair et al. (2014). Convergent validity was
assessed through factor loadings, Cronbach’s alpha, and composite
reliability (CR) (Kline, 2005).

4.4.1. Convergent validity

All item loadings exceeded the recommended threshold of 0.50
(Hair et al., 2006) and ranged from 0.616 to 0.876, indicating
acceptable indicator reliability. Cronbach’s alpha values
ranged from 0.817 to 0.886, demonstrating strong internal
consistency. Composite reliability values ranged from 0.867 to
0.917, exceeding the recommended minimum of 0.70. These
results confirm satisfactory convergent validity for all reflective
constructs, as illustrated in Table 4.

Table 1: Skewness and kurtosis for variables

Loan using -0.278 0.0123 -1.093 0.246
Loan size -0.175 0.123 -1.066 0.246
Financial services —0.242 0.123 -1.028 0.246
Training skills —0.598 0.123 0.003 0.246
Organization —0.454 0.123 —0.810 0.246
performance

Source: SPSS output

Table 2: Multicollinearity test

Financial services FS 0.680 1.421
Training skills TS 0.691 1.448
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Table 3: Descriptive statistics for all variables

Loan using LUS 7 1.25
Loan size LSZ 5 1.00
Financial services FS 4 1.00
Training skills TS 6 1.00
Orginzation op 4

performance

Overall 18 1.08

5.00 3.2133 64 1.144
5.00 3.2872 65 1.052
5.00 3.2503 65 0.9461
5.00 3.5085 70 0.8623

3.4063 68 1.069
5.00 3.3883 67 0.7896

Table 4: Cronbach’s alpha, composite reliability (CR) and
factor loading

Loan using LUS1  0.764
LUS2 0.876 0.886 0.917
LUS3  0.868
LUS4 0.849
LUS5 0.786
Loan size LSZ1  0.796
LSZ2  0.806 0.845 0.886
LSZ3  0.797
LSz4  0.717
LSZ5 0.714
LSZ6  0.668
Training skills TS1 0.616
TS2 0.789 0.817 0.867
TS3 0.668
TS4 0.748
TSS 0.751
TS6 0.750
Organization performance OP1 0.791
OP2 0.848 0.827 0.885
OP3 0.823
OP4 0.783

Source: PLS-SEM outputs (measurement model)

Table 5: Collinearity (VIF) test

LSz1 2.370 OP1 1.672
LSz2 2.384 OP2 2.084
LSZ3 2.108 OP3 1.939
LSz4 1.774 OP4 1.660
LSZ5 1.790 TS1 1.467
LSZ6 1.633 TS2 1.872
LUSI 1.823 TS3 1.403
LUS2 2.748 TS4 1.772
LUS3 2.597 TS5 1.814
LUS4 2.429 TS6 1.695
LUSS 1.893

4.4.2. Collinearity test -varainve inflation factors (VIF)

Hair et al. (2013) emphasise that VIF values exceeding 5 (or
in some stricter guidelines, 10) may indicate problematic
multicollinearity. Table 5 presents the outer VIF values assessing
collinearity among the measurement items. The results reveal that
the highest outer VIF is 2.748 (LUS2), while the lowest is 1.403
(TS3). All VIF values are substantially below the recommended
thresholds, confirming that no multicollinearity concern exists
within the measurement model.

4.4.3. Determination coefficient for R’

The coefficient of determination (R?) reflects the proportion
of variance in an endogenous construct that is explained by its
predictors. In this study, the structural model shows R? values
of 0.433 for organisational performance and 0.227 for training
skills, as illustrated in Figure 1. This means that financial services
and training skills collectively explain 43.3% of the variance in
organisational performance, while financial services alone account
for 22.7% of the variance in training skills.

As summarized in Table 6, these R? values fall within the
acceptable to substantial range according to the criteria proposed
by Hair et al. (2017), Cohen (1988), Schumacher et al. (2004) and
Chin (1998), indicating that the model demonstrates meaningful
explanatory power.

4.4.4. Assessment of effect size (f°)

The effect size (f2) assesses the individual contribution of each
exogenous variable to the R? of the endogenous variable (Chin,
1998). According to Cohen (1988), {2 values 0 0.02, 0.15, and 0.35
are interpreted as small, medium, and large effects, respectively.
The findings indicate that financial services have a large effect on
organisational performance (f2 = 0.410) and a medium effect on
training skills (2= 0.294). In contrast, training skills exert a small
effect on organisational performance (f2 = 0.047). These results
demonstrate the meaningful contribution of the predictor variables
in explaining the endogenous constructs, as illustrated in Figure
2 and summarised in Table 7.

4.4.5. Direct hypotheses results

The results indicate that financial services have a statistically
significant and positive effect on organisational performance
(B = 0.549; t = 11.970; P < 0.001), supporting Hypothesis H .
Additionally, financial services exert a significant positive
influence on training skills, confirming Hypothesis H, (8 = 0.477;
t = 13.703; P < 0.001). Finally, training skills positively and
significantly impact organisational performance (§ = 0.186; t =
3.510; P<0.001), thereby supporting Hypothesis H,. The detailed
results of the direct effects in the structural model are presented
in Table 8 and illustrated in Figure 3.

4.4.6. Results of mediating effect (indirect hypothesis result)

The mediation analysis was conducted using the bootstrapping
method within the PLS-SEM framework, which is widely accepted
in management, leadership, and marketing research (Hiu et al.,
2014; Fornell & Larcker 1981). Bootstrapping is particularly
advantageous because it does not assume any specific distribution
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Table 6: Determination coefficient result (R?)

Financial services and training skills Organization performance 0.433 Acceptable Substantial Moderate
Financial services Training skills 0.227 weak Acceptable Acceptable
Source: Output of PLS-SEM (measurement model)
Table 7: Effect size of variables
Financial services 0.410 Large 0.294 Medium
Training skills 0.047 Small --
Source: Output of PLS-SEM
Figure 1: Measurement model for factor loading and path coefficient
TS4 TS5 TS6
st 0.616 0.789 0-668 0748 0751 g 59
Lus2 o 764
*+~0.576
LuUs3 4-0.868
0849
LISY 0 L Training
WSS Loan Usmg skills
PE1
- o "5 g
0.823
Lsz1 4 e PE3
Ls72 o 796 0.862 Financial SMEs PE4
6656 Services PERFORMANCE
B2 40707
0717
B2 0T
S5 9668 | oan Size
g
LSzZ6

Figure 2: Measurement model with () and (R?) for variables

Loan Size

Financial
Services

SMEs
PERFORMANCE

for the sampling statistics or the underlying variables, making it
suitable for small sample sizes and ideal for PLS-SEM applications
(Hair et al., 2013; Preacher and Hayes, 2008).

The results in Table 9 indicate that training skills (TS) significantly
mediate the relationship between financial services and
organisational performance (§ = 0.090; t = 3.394; P = 0.001).
Therefore, the indirect effect hypothesis (H,) is supported. The
mediation effect is also illustrated in Figure 3.

5. DISCUSSION AND CONCLUSION

5.1. Summary of Findings
This study examined the impact of financial services on SME

International Review of Management and Marketing | Vol 16 * Iss

performance in Libya, with training skills as a mediating
mechanism. The findings provide robust evidence that access
to financial resources alone is insufficient for improving SME
outcomes; the ability to effectively utilize these resources through
training significantly enhances performance.

Financial services positively influence SME performance,
confirming Hypothesis H,. This aligns with human capital
theory and capability-based perspectives, which suggest that
SMEs with adequate financial resources are better positioned to
invest, expand operations, and manage working capital efficiently
(Grafia-Alvarez et al., 2022; Abdallah et al., 2024). However,
financial access only translates into improved performance
when firms possess the internal capabilities to deploy resources
effectively.

Financial services also significantly impact training skills (H,),
highlighting that access to finance enables SMEs to invest in
employee development and managerial competencies. This
supports prior research emphasizing the critical role of human
capital in transforming financial inputs into tangible organizational
outcomes (Becker, 1965; Kirsten, 2013).

Training skills positively influence SME performance (H,)
and mediate the relationship between financial services and
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Table 8: Results of direct hypotheses

H, Financial services—Organization 0.549 0.046 11.970 0.000 Supprted
performance

H, Financial services—Training skills 0.477 0.035 13.703 0.000 Supprted

H, Training skills—Organization 0.186 0.053 3.510 0.000 Supprted
performance

Source: Prepared by researcher using output of PLS-SEM (Structural Model)

Table 9: Indirect hypothesis result

H, FS->TS->0OP 0.090 0.026 3.394 0.001 Supported

Source: Prepared by researcher using output of PLS-SEM (structural model). FS: Financial services, TS: Training skills, PE: SMEs performance

Figure 3: Results of direct hypotheses (bootstrapping)

Loan Using

0.866 (62.469)

Financial SMEs

0.862 (58.04' .
( 7 Services PERFORMANCE

Loan Size

performance (H,). SMEs that invest in training improve
employees’ technical and financial management skills, enhance
strategic decision-making, and strengthen overall performance.
These findings resonate with evidence from developing and
emerging economies, where training consistently emerges as a
critical driver of SME success (Idris et al., 2023; Chinomona,
2013; Grimes et al., 2022; Aghel et al., 2024).

5.2. Theoretical Implications

The study extends human capital and capability-based frameworks
to fragile economies such as Libya. It highlights the critical
interplay between financial access and training capabilities in
determining SME performance. By demonstrating that training
mediates the relationship between financial services and
performance, the study addresses a notable gap in Libyan SME
research and contributes to the broader literature on the role of
internal capabilities in leveraging external financial resources.

5.3. Practical Implications

The findings provide valuable insights for policymakers, financial
institutions, and SME managers. Policymakers and financial
institutions are encouraged to design financial support programs
that are complemented by targeted training and capacity-building
initiatives. Such integrated approaches ensure that SMEs not
only gain access to financial resources but also develop the skills
necessary to use them effectively. For managers and SME owners,
prioritizing continuous skill development is essential to maximize
the benefits of financial services, sustain business growth, and

maintain a competitive advantage. Overall, these insights highlight
that financial access and human capital development function as
mutually reinforcing mechanisms that can significantly enhance
SME performance, particularly in challenging institutional
environments.

5.4. Conclusion

This study provides compelling evidence that financial services
and training skills jointly drive SME performance in Libya.
Training emerges as a vital capability-enhancing mechanism,
enabling SMEs to transform financial access into tangible
and sustainable performance outcomes. The key takeaway is
that investing in human capital through training is as crucial
as providing financial resources for achieving SME success,
particularly in fragile institutional environments. Policymakers,
managers, and researchers must recognize that financial support
and skill development are inseparable drivers of SME growth,
competitiveness, and long-term resilience.

5.5. Limitations and Future Research

Despite its contributions, this study has several limitations.
It focuses exclusively on Libyan SMEs, which may limit
the generalizability of the findings to other contexts. Future
research could extend this investigation to SMEs in other fragile
or emerging economies to validate and compare the results.
Additionally, future studies may explore other mediating variables,
such as innovation, digital adoption, or entrepreneurial orientation,
which could influence the relationship between financial services
and SME performance. Employing longitudinal designs in future
research would also be beneficial to capture the dynamic effects
of financial services and training on SME performance over time,
providing a deeper understanding of causal relationships and
long-term impacts.
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