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Abstract

This study aims to examine the influence of business networking and innovation on firm
competitiveness in the case of the handicraft industry in Indonesia. The sample in this study
was the owner of the Handicraft Industry in Indonesia. The questionnaires were distributed to
as many as 375 and a total nuf@ber of 253 were filled and used as a sample in this study. The
hypotheses were analyzed by using the structural/equation modeling (SEM) approach and
processed by AMOS software version 23. The result showed that business networking and
innovation positively influence the competitiveness of the handicraft industry in Indonesia. This
paper gives additional insights into the relationship between business networking, and
innovation on firm competitiveness in handicraft industry context in Indonesia, and the
innovation can mediate the influence of business networking on firm competitiveness. Business
networking capabilities must receive important attention from SMEs, especially in the creative
industry in the craft sector. SMEs must establish good communication with customers,
suppliers, and competitors. There is only one independent variable in this research, namely
business network, so it is less comprehensive. To be more comprehensive, other independent
variables can be added such as technological ability, marketing knowledge, and
entrepreneurial ability.

Keywords: Business Networking; Innovation; Firm Competitiveness; Handicraft Industry

1. Introduction

The handcraft industry is a part of the creative industries in Indonesia. The number of small
and medium enterprises in the handcraft sector reach 700.000 units with the employment of
nearly 1.3 million people in Indonesia. still, the request share of handcraft assiduity is fairly
low at 1.26, indeed though the eventuality is relatively large( http//ksp.go.id). According to the
World Economic Forum (WEF) in 2020, Indonesia's profitable competitiveness is still low
compared to other ASEAN. countries similar as; Singapore, Malaysia, and Thailand
(http//www3 weforum.org). The low competitiveness influences the sustainability of an
establishment (Metekohy, 2013).

The addition of firm competitiveness can be done by making internal advancements, similar to
invention and perfecting business networking. The results of the exploration set up that there
was a donation of business networks and inventions to the competitiveness of SMEs (Gronum
et al., 2012). According to Osterle et al (2001) only innovative enterprises that have business
network capabilities can contribute to firm competitiveness. Kuratko & Howard Frederick
(2016) state that enterprises grounded on invention affect the establishment competitiveness.
The results of exploration conducted in Australia also set that invention was an important factor
in supporting the businesses’ competitiveness and success, Zaheer (2015). The finding in
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another study also bandied that ingeniousness is veritably important and will give benefits to
the business proprietor in the sustainability of their businesses, so that business objects will be
achieved efficiently and effectively, Zuliarni (2014).

The results of this study are also supported by the results of research conducted by (Visnjic et
al., 2014) found that both service innovation and product innovation can improve business
performance. The competitiveness of companies can be promoted by creating the necessary
conditions to foster product innovation, strengthen cooperation with retailers, and build close
cooperation networks (Tamayo et al., 2015). Network competence has a significant influence
on the various types of firms’ performances. According to entrepreneurs, more emphasis needs
to be placed on strengthening networking skills to achieve better non-financial performance
and business growth (Tehseen,2018).

There are inconsistent findings about the impact of corporate networks on innovation and
competitiveness.

Chen & Wang, (2008), Tamayo et al. (2015), Zeng, et al. (2010), and Gronum et al. (2012)
analyze the influence of business networks on innovation. These results show that the
company's network has a positive impact on innovation capabilities. In contrast to Love &
Roper (2001) and Frishammar & Horte (2005), the results show that relationships between
companies do not affect innovation but are important for business success. Business networks
are only complementary in the innovation process. Innovation is an important factor for a
company to improve its competitiveness. The study of Nadia et al. (2016) shows that innovation
has a strong positive impact on competitiveness. Supported by research by Sipa et al. (2015),
innovation is the main driver of competitiveness. In contrast to research conducted by Cho et
al. (2008) who surveyed Korean companies that produce printing, machinery, automobiles, and
electronic equipment, found that innovation does not have a significant impact on company
competitiveness.

Based on differences in research results, where there are no consistent results regarding the
influence between business networks and business competitiveness, this study responds by
testing innovation as a mediating variable as a new thing in this study. Innovation becomes
an intervening variable that mediates the effect of business networking on competitiveness.
This opinion is based on the model/proposed by Gronum et al. (2012). However, we will
examine different perspectives, namely the competitiveness of the handicraft industry in
Indonesia. Therefore, the purpose of this study is to find :

First, the influence of business networking on innovation. Second, the influence of innovation
on firm competitiveness. Third, the influence of business networking on firm competitiveness.
Fourth, business networking influences firm competitiveness are mediated by Innovation.

The implications of this study theoretically develop some literature related to business network
relationships, innovation, and business competitiveness in SMEs. In addition, this research can
be a reference for other researchers to develop research on the competitiveness of small and
medium enterprises and later develop innovations that affect the improvement of business
competitiveness. Practically, this research can be utilized by all related parties to build business
networks, increase innovation capabilities, and increase company competitiveness in a
sustainable manner.




2. Literature Review and Hypotheses Development

Firm Competitiveness

A company's competitiveness refers to a company's ability to compete with other companies.
Competitiveness can also be described as the position of productivity, where productivity is
interpreted as the material produced by the pool (Porter, 1990). Another opinion states that a
company's competitiveness is defined as the ability of a company to compete successfully in
its environment (Tamayo et al., 2015). Competitiveness is defined as a nation's capability to
command significant world request share in high technology products while maintaining the
living norms of its citizens (Alvarez et al., 2009). The most competitive associations are in a
better position to reach wider requests. also, the establishment’s performance indicates that the
establishment has a high position of competitiveness, and the more profitable enterprises tend
to be more competitive (Tamayo et al., 2015). Competitive companies can achieve high
profitability and achieve sustainable ventures. Conversely, due to weak competitiveness,
companies can experience a decline in profits and eventually go bankrupt (Audretsch &
Walshok, 2013).

The competitiveness of a company can be improved through internal improvements centered
on human resources by increasing the ability to build networks and innovation. According to
Osterle et al (2001) Only companies with innovative capabilities and business networks can
contribute to the competitiveness of the company.

Innovation

Innovation is defined as the successful implementation of the creative ideas of an enterprise.
Companies are expected to develop new ways of thinking when facing competitors, customers,
and existing markets (Basuki et al., 2020). Afsar et al., (2014) stated that to encourage
innovation, companies need to motivate their employees to adopt innovative work behaviors.
According to Udin et al., (2022a), Innovative work behavior refers to all employee actions
aimed at introducing, generating, and implementing ideas in an organization. However,
innovative work behavior is very complex because it is not easy to generate creative ideas Udin
et al., (2022b). According to Schwab (2010), invention is one of the factors that impact a
company's competitiveness. Also, (OECD, 2001) said that invention is a factor that can
increase competitiveness. In the paper, Kuratko & Howard Frederick (2016) also said that
invention can be a driving factor for establishing competitiveness. Terziovski (2007)
innovation. is the operation of coffers to produce value for guests and companies by
developing, the enhancing new products, processes, and services of an establishment. Chursin
& Vlasov's (2017) invention is about performing product innovation by using innovative ideas
and sources to produce new products (or produce old products with new manufacturing styles)
and to generate new cash primarily. This is the establishment of business operations as a
function.

Search for product registration, requirements, distribution, etc., i.e. regulation of the most
important elements of a product or invention sample. The position of business success is
determined by the position of invention perpetration in the establishment (Siregar et al., 2019).
The capability to introduce is an important factor that must be possessed by entrepreneurs in
managing business. Innovation capability shows that every business exertion carried out has
novelty and uniqueness (Hendayana et al., 2019).

Business Networking
The capability of an establishment in networking is one of the most important effects in
business. Xu, Lin, & Lin, (2008) cited that a business network is a long- term relationship




among two or further associations, and the mechanisms through which similar connections take
shape are neither request nor organizational scale. Networking has long been associated with
sharing coffers among mates, access to requests, and new technologies that the establishment
couldn't be suitable to pierce in insulation. The establishment tries to get the benefits of
networking by calculating several factors similar to trust and confidence among network mates
to be suitable to partake in strategic coffers (Bengesi & Roux, 2015). The capability to make a
network is necessary for an entrepreneur, both newcomers and those who have long been
involved in the business. The business will not be able to grow and develop without expansive
networks. The capability to make a network will increase the number of guests so that deal
growth will also increase. In the paper, Witt (2007) stated that the benefits that entrepreneurs
admit from their mate networks are adding business success similar to adding profitability and
also adding firm growth and value.

Hypotheses Development

Business Networking and Innovation

According Gronum et al. (2012) identified networks as an important element in numerous
studies on the invention process. Oyedokun Akintunde (2016) is an investigation of networks
and innovative capabilities of entrepreneurs in the Nigerian plastics industry. The purpose of
this study is to examine the extent to which networking stimulates creativity within this
industriousness. To capture the relationship between the performance of connected networks
and the size of innovative entrepreneurs, his two-dimensional construct containing six variables
is assumed to be examined. The results confirmed that networking of employees and companies
is suitable for promoting plastic-supported inventions. The company promotes and values the
idea of sustained success, so individuals are not hysterical in coming up with ideas or
demonstrating similar ideas. Directors are therefore encouraged to identify and promote
networking skills that can stimulate entrepreneurial invention and fair competition among
frontline employees. Research by (Gronum et al., 2012) also shows that business networks
contribute to inventions and achievements in small and medium-sized enterprises. Xu et al.
(2008) also found that business networks were understood as factors positively associated with
invention. Chen & Wang (2008) analyze the impact of social networks and new business
inventions. The concept of social networking is studied as an internal and external social
network configuration for members of the entrepreneurial team. The results show that internal
and external social networking has a small positive impact on the innovative capabilities of a
new business. Xu, Lin, & Lin (2008) Business networks, companies can facilitate innovation
by increasing networks, more and more business networks are associated with better innovative
capabilities. From an information processing standpoint, network enhancement can bring
companies superior access to important ideas and opportunities, resulting in stronger
innovative capabilities.

H1I: Business networking influence innovation

Business Networking and Firm Compelitiveness

A successfully built business network can overcome the limitations faced by the company,
especially getting ease in getting access to various resources at low cost, and establishing
cooperation with other companies. Building a strong business network can have a positive
impact on the company, especially establishing beneficial mutual relationships, which can
attract more opportunities for the company, so that it will increase competitiveness.

Abou-Moghli & Muala (2012) investigate the impact of entrepreneurial networks on business
success. The results of the study show that the statistics of entrepreneurial networks (social




networks, business networks, and inter-organizational strategic networks) have a significant
impact on continued enterprise success. This article (Al-mommani, Al-afifi & Mahfuz, 2015)
also highlights the importance of social media and social networks in maximizing the
competitive value of SMEs. They suggest that micro, small, and/or medium-sized businesses
would benefit from implementing effective social media marketing strategies. Witt (2007) also
states that partner networks increase profitability, business growth, and value. Alvarez et al.,
(2009) study shows the importance of collaboration (networking) for the competitiveness of
manufacturing companies. The power of networks to encourage competition in economic
activity is currently one of the aspects analyzed in this study. Meanwhile, research conducted
by Al-mommani et al., (2015) found that business networks have disadvantages such as time-
consuming and lack of feedback control that can affect the performance of SMEs and reduce
their market share. Therefore, small businesses need to rethink customer relationship
management by creating conceptual and operational frameworks that provide structure with a
certain degree of flexibility.

H2: Business networking influence firm competitiveness

Innovation and Firm Competitiveness

Soto-Acosta et al. (2016) conducted a study on organizational innovation in which e-business
plays a mediating role in the performance of SMEs in the Spanish manufacturing industry. The
results of this study were also reported by Visnjic et al., (2014) They show that both service
innovation and product innovation can improve firm performance. Innovation is often
associated with an organization's competitive advantage (Kussudyarsana et al., 2023)

Schwab (2010) states that a company's competitiveness is influenced by innovation. Innovation
is very important because it allows knowledge to be gained and technological developments to
be integrated and adapted. Innovation is a factor that increases competitiveness (OECD, 2001).
Product innovation and process innovation influence corporate performance (Suliyanto et al.,
2019). Innovation plays an important role in improvi§ companies' competitiveness and
performance (Siregar et al., 2022; Pranowo et al., 2020; Siregar et al., 2021; Nasution et al.,
2021; Siregar et al., 2020; Siregar et al., 2021).

Nadia et al. (2016) discussed innovation and competitive advantage in Malaysia. They found
that innovatioffj can affect the competitiveness of SMEs in Malaysia's food industry. Research
results show that innovation has a strong positive impact on competitive advantage. The
findings also note that SMEs need to invest in innovation to gain a competitive advantage. This
study also found the moderating effect of firm age and innovation on competitive advantage.

H3: Innovation influence firm competitiveness

Mediating Role of Innovation

Small and medium enterprises (SMEs) usually have limited resources, especially when
compared to large companies, they tend not to innovate. However, small businesses are most
likely to innovate because of their proximity to employees, suppliers, and customers. Many
experts emphasize the importance of innovation for small and medium-sized businesses to
survive, grow, and succeed in the market in the long run (Ng & Hamilton, 2015). The
importance of innovation to the success, growth, and competitive advantage of SMEs in both
developed and developing countries has been widely recognized in many studies ( Yasin et al.,
2014). According to Kuratko & Howard Frederick (2016), innovation along with economic
driving force and economic efficiency are factors that increase the competitiveness of




companies. A study by Nadia et al. (2016) reinforces this opinion with their findings that
innovation has a strong positive impact on the competitiveness of SMEs in the Malaysian food
industry. Chursin & Vlasov (2017) state that innovation becomes the foundation for companies
to increase their competitiveness.

The greater the ability of a company to innovate, the more competitive the company will be.
Innovation is a key element of a company's success. The greater the ability of a company to
innovate, the more competitive the company will be. This shows that innovation guarantees
increased competitiveness for companies and organizations. An important factor in the
occurrence of company innovation is whether or not a company is able to build a business
network. Liebowitz (2012) stated that business networks play a very important role in business
innovation. Similarly, research (Hilmi et al., 2010) provides empirical evidence that innovation
has a direct positive impact on Malaysian SMEs. In addition, several other studies have
provided empirical evidence regarding the mediating role of innovation in different contexts
(Salisu & Bakar, 2022); (Rodriguez & Nieto, 2010).

Increasing innovation capacity, among others, requires a wider corporate network. The better
you manage your business network, the greater your ability to innovate. If business networks
and innovation are left inadequate, it will be difficult to share creative and innovative ideas.
The market in general demands high-quality and competitive products both in terms of product
and price, so if innovation is left unchecked, it will be difficult to penetrate a wider market.
Therefore, the company's ability to build business networks can increase its innovation
capacity. Innovation as a mediating variable focuses on synergy as a tool to increase
competitiveness. Innovation cannot be done without the role of the ability to establish
communication with business networks. If the company wants to increase its ability to compete,
then pay attention to factors that can make companies innovate, one of which is the ability to
build business networks.

H4: Business networking influence firm competitiveness are mediated by Innovation

8
3. Research Methods
Participants
This study uses a quantitative approach by conducting survey research. Samples were taken
from the population using a questionnaire as a data collection tool. A survey was conducted
on 253 handicraft sector SMEs scattered in West Java. To obtain samples using purposive
sampling with the following criteria: (a) SMEs based on Law no. 20 of 2008 about Micro,
Small, and Medium Enterprises (MSMESs), namely having a turnover above Rp. 300,000,000,
- and a workforce of more than 5 people. (b) SME sectors that have been operating for more
than three years. Of the 253 participants, the characteristics of respondents showed that most
respondents were men (74 percent), while women were only 26 percent. The characteristics of
respondents based on age are dominated by respondents aged between 50 years and under or
dominated by respondents who are in productive age. The characteristics of respondents based
on education level are dominated by respondents with lower secondary education from the
entire research sample, which is as much as 88 percent, while those with higher education are
only 12 percent. Based on the length of running a business, dominated by SMEs that have been
running a business for 3 to 15 years, which is as much as 78 percent. Whilfthe remaining 22
percent run a business for less than 3 years. The data were analyzed using structural equation
modeling with Amos Software Version 23.




Measures

This study uses a survey by asking questions about innovation, business networking, and
competitiveness. The total instrument in our study consists of 10 items that we measured on a
Likert scale of 1 to 5; 1-very low, 2-low, 3-moderate, 4-hight, 5-very high. In this study, we
measured innovation by using 3 items of questions, business networking using 3 items of
questions, competitiveness using 4 questions adopted from (Man, Lau, & Chan, 2002), (Chong,
2008), (Catherine L.. Wang, 2004), (Zeng, S.X. & Tam, 2010), (Peris-Ortiz, 2017).

Table 1. Construct and Measurements

Variable Indicator n item

Business Networking 1. Communication with customers 3
2. Commitment and mutual trust with suppliers
3

. Communication with competitors

Innovation . Simplification of the production process. 3
. Development of product variations

. New ways of marketing products

Competitiveness . High of productivity 4
. The growth of sales

. Market share

S VRN G TS B U N g

. Response to opportunities and threats

4. Results and Discussion
Measurement Model

Based on table 1, informs that all indicators (manifest variable) have a factor loading (1) = 0.5.
It means that all indicators on each construct (latent variable) are valid and significant. We also
can see the Composite Reliability (CR) of a business networking value of 0.781> 0.7 and the
Average Variance Extracted (AVE) value is 0.545 > 0.5. The Composite Reliability (CR) of
innovation value of 0.810 > 0.7 and the Average Variance Extracted (AVE) value is 0.594 >
0.5. The Composite Reliability (CR) of competitiveness value of 0.881 > 0.7 and the Average
Variance Extracted (AVE) value is 0.650 > 0.5. It means that all indicators in this model are
valid and reliable.

Tabel 2. The Measurement Model

Latent Manifest Factor LoadinfR VE Decision
Variable Variable (A)
Communication with the customer (X1)  0.781 0.780  0.545
. - - Valid
Business Commitment and mutual trust with the
Networking supplier (X2) 0.713 a“d.
Reliable
Communication with competitors (X3) 0.718
Simplification of the production process. 0.810  0.594
X4 0.789 ‘
(X4) Valid
Innovation Development of product variations 0.820 and
(X5) Reliable
New ways of marketing products (X6) 0.698
High of productivity (Y1) 0.819 0881 0.650
" w«  Growth of sales Valid and
Competitiveness  Growth of sales (Y2) 0.848 Reliable

Market Share (Y3) 0.834




Response to opportunities and threats

(Y4) 0.716

Source : Research Data

Goodness of Fit Test

The criteria to int testing of goodness of fit the moddl) are AGFI value > 0.90, GFI value >
0.90, CFI value >0.90, TLI value > 0.90, RMSEA <0.08, and RMR value < 0.05 (Hair et al,
(2017).

Table 3. The goodness of Fit Test

Goodness of Fit Index Cut Of Value Result Decision
CMIN/DF =2.0 0.841 Good Fit
GF1 =0.90 0.980 Good Fit
AGFI =0.90 0.965 Good Fit
CFI >0.95 1.000 Good Fit
TLI =0.95 1.006 Good Fit
RMR <0.05 0.018 Good Fit
RMSEA <0.08 0.023 Good Fit

Source : Research Data

Based on table 3, shows that all goodness of fit index are in good fit criteria. The value of
CMIN/DF is 0481< 2, GFI value of 0.980 > 0.90, AGFI value of 0.965 > 0.90, CFI value of
1.000 > 0.90, TLI value of 1.006 >0.95, RMR value 0.018 < 0.05m RMSEA value of 0.023 <
0.08.

Hypothesis Testing (]
Hypothesis testing is done by analyzing regression weight significance values to determine the
effect of business networking on the competitiveness of SMEs in the handicraft sector in West
Java. Acdirding to Byrne (2010), the basic decision-making test of significance for regression
weight is the value of the critical ratio (C.R.) > 1.96 and probability value <0.05.

Tabel 4. Regression Weights

Estimate C.R. P Decision
Innovation <---  Business Networking .628 6.987 .000  Supported
Firm Competitiveness <---  Business Networking 282 3.480 .000  Supported
Firm Competitiveness <---  Innovation .599 6.661 .000  upported

Source : Research Data

Tabel 5. Indirect Effects
Business_Networking  Innovation  Firm_Competitiveness
Innovation 000 000 000
Firm_Competitiveness 373 000 000
Source : Research Data

Based on the results of the study, all hypotheses are supported. Business networking,
innovation positively and significantly influence firm competitiveness directly and indirectly.
The relationship between business networking and innovation has the CR value (t-value) of
6.987 > 1.96 and probability value is 0.000 < 0.05. It means that business networking influence
innovation positively. The influence of business networks on competitiveness has CR value (t-
value) of 3.480 and p-value 0.000 <0.05. It means tifat the hypothesis is accepted. The influence
of innovation on competitiveness has CR value (t-value) of 6.661 and p-value 0.000 <0.05. It
means that the hypothesis is accepted. In other term, innovation can improve the handicraft
competitiveness in Indonesia.




Tabel 5 shows the results of testing innovation as an intervening variable between the influence
of business networks on company competitiveness obtain indirect value that is greater than its
direct value. Testing the relationship between the two variables showed an indirect value of
0.373 and a direct value of 0.282. Therefore, the fourth hypothesis that states there is an
influence of business networks on company competitiveness and innovation as an intervening
variable is accepted.

78

Business
Networking
28 82
& Firm '
Competitiveness ;
; B0

Chi-square = 26,909 .df = 32; p=,722
;CMIN/DF = 841;RMSEA = ,000 ;RMR = ,014
;GFl = 980 ;AGFI = 965 ;CFl = 1,000; TLI =1,006

Source : Research Data

Figure 2. Structural Model

DISCUSSION

This study investigates the impact of business networks and inn@jation on business
competitiveness using the Indonesian handicraft industry as an example. The results show that
all the hypotheses of this study support the model we proposed based on the literature and
previous studies. The results of the first hypothesis prove that business networks influence
innovation. This means that strong business networks encourage entrepreneurs to innovate and
keep their businesses growing. The results of this study are consistent with the findings of Chen
& Wang (2008) who analyzed social networks and their impact on new business innovations.
They found that internal and external social networks had a small positive impact on new firms'
ability to innovate. Xu, Lin, and Lin (2008) also found that firms can promote innovation by
expanding their networks, as more corporate networks are associated with better innovation
capabilities.

The results of the second hypothesis also provide evidence that there is an impact on the
competitiveness of Indonesia's handicraft industry among business networks. In other words,
you need a good corporate network to improve your competitiveness. This finding is consistent
with that of Colleen (2014). This study provides a more detailed explanation of the role of
social networks and their impact on business outcomes. Jack, et al. (2010) argued that
entrepreneurial networks are important and useful for many companies.

The third hypothesis also provides evidence that innovation can improve the competitiveness
of Indonesia's handicraft industry. Following the theory of Chursin & Vlasov (2017), they state
that innovation is the basis for achieving competitiveness. The results of this study are
consistent with those of Kuratko and Howard Frederick (2016), who state that factors based on




economic drivers, economic efficiency, and innovation are the drivers of competitiveness.
Chursin & Vlasov (2017) state that innovation is the basis of competitiveness. The greater a
company's ability to innovate, the more competitive it will be. This means that innovation
guarantees increased competitiveness for companies and organizations.

The results of testing the fourth hypothesis of business networking have a significant positional
influence on competitiveness through innovation. This means that the innovation variable can
be categorized as a mediator between business networking against competitiveness. Companies
should focus on building their business networking to drive innovation capabilities. These
results confirm that a strategic step to encourage the improvement of innovation capabilities
requires strengthening the ability to build business networking that leads to competitive
advantage. This result is reinforced by the findings of Lechner & Dowling (2003), that
innovation mediates the influence of business networking on business competitiveness. In line
with Lin & Lin (2016) forming a network can share knowledge, accelerate innovation, reduce
transaction costs, better reputation, and the creation of new market opportunities, thereby
strengthening the Company's competitiveness.

5. Conclusion and Suggestion

This study empirically investigated the relationship between business networks and innovation
and competitiveness in the Indonesian handicraft industry. The results show that business
networks and innovation have a significant impact on competitiveness. Innovation has the
greatest impact on a company's competitiveness. Rather than the direct effect of business
networks on business competitiveness, the indirect effect of business networks through
innovation has the greatest impact on business competitiveness. Therefore, innovation can
mediate the influence of business networks on a firm's competitiveness. We recommend
improving innovation through product variations, improving production processes, improving
a company's network capabilities, etc. Expanding our business network of customers, suppliers,
and competitors.

This study enriches the existing scientific literature and further examines and investigates the
relationship between these variables. Practically, the results of this study can provide input to
owners or managers to pay attention to business networks that affect business innovation and
competitiveness. Furthermore, the study suggests that SMEs strive to strengthen mutually
beneficial partnerships between SMEs or between SMEs and large entrepreneurs to prevent the
negative impact of poor business networks and competitiveness, get partners online and build
relationships with other entrepreneurs, and Provide opportunities for customers to provide
input and receive feedback on new product formulations and designs. With suppliers who
maintain commitment and mutual trust. Benchmark your competitors in the development and
manufacture of innovative products. Small and medium-sized enterprises can form business
groups that facilitate partnerships with other parties, allowing small and medium-sized
businesses to control distribution and build larger, more profitable business models. SMEs need
to maintain customer loyalty and satisfaction, including creating communities where customers
can encourage repeat purchases and participate in promoting their products. Create a network
pattern in the form of subcontracting networks and cluster development. In this way, small and
medium-sized businesses gain the necessary competitive advantage.

This study provides new insights into the importance of SMEs building business networks to
increase their competitiveness through innovation capabilities. Small and medium enterprises
that can expand their business networks through communication networks with customers,




suppliers, and competitors, will get creative ideas to innovate in the production process,
develop product variations, and apply new methods in product marketing. This will be very
useful to increase business competitiveness.

The limitation of this study is that, first, this study only uses a sample of SMEs in the craft
sector, limiting its generalization ability to SMEs as a whole. Second, the study relied on data
collected by distributing questionnaires to respondents. Respondents' answers may not reflect
actual circumstances. We encourage future researchers to consider using other methods to
collect data. Third, this study only focuses on business networking variables that influence
innovation and its impact on competitiveness and does not discuss other variables that may
play a greater role in improving competitiveness. Therefore, researchers suggest that further
research is needed.
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Business Networking, Innovation, and Firm Competitiveness:
The Case of Handicraft Industry in Indonesia

Abstract

This study aims to examine the influence of business networking and innovation on firm
competitiveness in the case of the handicraft industry in Indonesia. The sample in this study was
the owner of the Handicraft Industry in Indonesia. The questionnaires were distributed to as many
as 375 and a total number of 253 were filled and used as a sample in this study. The hypotheses
were analyzed by using the structural/equation modeling (SEM) approach and processed by AMOS
software version 23. The result showed that business networking and innovation positively
influence the competitiveness of the handicraft industry in Indonesia. This paper gives additional
insights into the relationship between business networking, and innovation on firm competitiveness
in handicraft industry context in Indonesia, and the innovation can mediate the influence of
business networking on firm competitiveness. Business networking capabilities must receive
important attention from SMEs, especially in the creative industry in the craft sector. SMEs must
establish good communication with customers, suppliers, and competitors. There is only one
independent variable in this research, namely business network, so it is less comprehensive. To be
more comprehensive, other independent variables can be added such as technological ability,
marketing knowledge, and entrepreneurial ability.

Abstrak terlalu panjang.. agak diringkas

Keywords: Business Networking, Innovation; Firm Competitiveness; Handicraft Industry

Introduction

The handcraft industry is a part of the creative industries in Indonesia. The number of small and
medium enterprises in the handcraft sector reach 700.000 units with the employment of nearly 1.3
million people in Indonesia. still, the request share of handcraft assiduity is fairly low at 1.26,
indeed though the eventuality is relatively large( http//ksp.go.id). According to the World
Economic Forum (WEF) in 2020, Indonesia's profitable competitiveness is still low compared to
other ASEAN. countries similar as;  Singapore, @ Malaysia, and Thailand
(http//www3.weforum.org). The low competitiveness influences the sustainability of an
establishment (Metekohy, 2013).



The addition of firm competitiveness can be done by making internal advancements, similar to
invention and perfecting business networking. The results of the exploration set up that there was
a donation of business networks and inventions to the competitiveness of SMEs (Gronum et al.,
2012). According to Osterle et al (2001) only innovative enterprises that have business network
capabilities can contribute to firm competitiveness. Kuratko & Howard Frederick (2016) state that
enterprises grounded on invention affect the establishment competitiveness. The results of
exploration conducted in Australia also set that invention was an important factor in supporting
the businesses' competitiveness and success, Zaheer (2015). The finding in another study also
bandied that ingeniousness is veritably important and will give benefits to the business proprietor
in the sustainability of their businesses, so that business objects will be achieved efficiently and
effectively, Zuliarni (2014).

The results of this study are also supported by the results of research conducted by (Visnjic et al.,
2014) found that both service innovation and product innovation can improve business
performance. The competitiveness of companies can be promoted by creating the necessary
conditions to foster product innovation, strengthen cooperation with retailers, and build close
cooperation networks (Tamayo et al., 2015). Network competence has a significant influence on
the various types of firms’ performances. According to entrepreneurs, more emphasis needs to be
placed on strengthening networking skills to achieve better non-financial performance and
business growth (Tehseen, 2018).

There are inconsistent findings about the impact of corporate networks on innovation and
competitiveness.

Chen & Wang, (2008), Tamayo et al. (2015), Zeng, et al. (2010), and Gronum et al. (2012) analyze
the influence of business networks on innovation. These results show that the company's network
has a positive impact on innovation capabilities. In contrast to Love & Roper (2001) and
Frishammar & Horte (2005), the results show that relationships between companies do not affect
innovation but are important for business success. Business networks are only complementary in
the innovation process. Innovation is an important factor for a company to improve its
competitiveness. The study of Nadia et al. (2016) shows that innovation has a strong positive
impact on competitiveness. Supported by research by Sipa et al. (2015), innovation is the main
driver of competitiveness. In contrast to research conducted by Cho et al. (2008) who surveyed
Korean companies that produce printing, machinery, automobiles, and electronic equipment, found
that innovation does not have a significant impact on company competitiveness.

Based on differences in research results, where there are no consistent results regarding the
influence between business networks and business competitiveness, this study responds by testing
innovation as a mediating variable as a new thing in this study. Innovation becomes an intervening
variable that mediates the effect of business networking on competitiveness. This opinion is based
on the model/proposed by Gronum et al. (2012). However, we will examine different perspectives,
namely the competitiveness of the handicraft industry in Indonesia. Therefore, the purpose of this
study is to find :



First, the influence of business networking on innovation. Second, the influence of innovation on
firm competitiveness. Third, the influence of business networking on firm competitiveness. Fourth,
business networking influences firm competitiveness are mediated by Innovation.

The implications of this study theoretically develop some literature related to business network
relationships, innovation, and business competitiveness in SMEs. In addition, this research can be
a reference for other researchers to develop research on the competitiveness of small and medium
enterprises and later develop innovations that affect the improvement of business competitiveness.
Practically, this research can be utilized by all related parties to build business networks, increase
innovation capabilities, and increase company competitiveness in a sustainable manner.

Perlu tambahan penguatan NOVELTY PENELITIAN

Literature Review and Hypotheses Development

Firm Competitiveness

A company's competitiveness refers to a company's ability to compete with other companies.
Competitiveness can also be described as the position of productivity, where productivity is
interpreted as the material produced by the pool (Porter, 1990). Another opinion states that a
company's competitiveness is defined as the ability of a company to compete successfully in its
environment (Tamayo et al., 2015). Competitiveness is defined as a nation's capability to command
significant world request share in high technology products while maintaining the living norms of
its citizens (Alvarez et al., 2009). The most competitive associations are in a better position to
reach wider requests. also, the establishment’s performance indicates that the establishment has a
high position of competitiveness, and the more profitable enterprises tend to be more competitive
(Tamayo et al., 2015). Competitive companies can achieve high profitability and achieve
sustainable ventures. Conversely, due to weak competitiveness, companies can experience a
decline in profits and eventually go bankrupt (Audretsch & Walshok, 2013).

The competitiveness of a company can be improved through internal improvements centered on
human resources by increasing the ability to build networks and innovation. According to Osterle
et al (2001) Only companies with innovative capabilities and business networks can contribute to
the competitiveness of the company.

Innovation

Innovation is defined as the successful implementation of the creative ideas of an enterprise.
Companies are expected to develop new ways of thinking when facing competitors, customers,
and existing markets (Basuki et al., 2020). Afsar et al., (2014) stated that to encourage innovation,
companies need to motivate their employees to adopt innovative work behaviors. According to
Udin et al., (2022a), Innovative work behavior refers to all employee actions aimed at introducing,
generating, and implementing ideas in an organization. However, innovative work behavior is very
complex because it is not easy to generate creative ideas Udin et al., (2022b). According to Schwab



(2010), invention is one of the factors that impact a company's competitiveness. Also, (OECD,
2001) said that invention is a factor that can increase competitiveness. In the paper, Kuratko &
Howard Frederick (2016) also said that invention can be a driving factor for establishing
competitiveness. Terziovski (2007) innovation. is the operation of coffers to produce value for
guests and companies by developing, the enhancing new products, processes, and services of an
establishment. Chursin & Vlasov's (2017) invention is about performing product innovation by
using innovative ideas and sources to produce new products (or produce old products with new
manufacturing styles) and to generate new cash primarily. This is the establishment of business
operations as a function.

Search for product registration, requirements, distribution, etc., i.e. regulation of the most
important elements of a product or invention sample. The position of business success is
determined by the position of invention perpetration in the establishment (Siregar et al., 2019).
The capability to introduce is an important factor that must be possessed by entrepreneurs in
managing business. Innovation capability shows that every business exertion carried out has
novelty and uniqueness (Hendayana et al., 2019).

Business Networking

The capability of an establishment in networking is one of the most important effects in business.
Xu, Lin, & Lin, (2008) cited that a business network is a long- term relationship among two or
further associations, and the mechanisms through which similar connections take shape are neither
request nor organizational scale. Networking has long been associated with sharing coffers among
mates, access to requests, and new technologies that the establishment couldn't be suitable to pierce
in insulation. The establishment tries to get the benefits of networking by calculating several
factors similar to trust and confidence among network mates to be suitable to partake in strategic
coffers (Bengesi & Roux, 2015). The capability to make a network is necessary for an entrepreneur,
both newcomers and those who have long been involved in the business. The business will not be
able to grow and develop without expansive networks. The capability to make a network will
increase the number of guests so that deal growth will also increase. In the paper, Witt (2007)
stated that the benefits that entrepreneurs admit from their mate networks are adding business
success similar to adding profitability and also adding firm growth and value.

Hypotheses Development
Business Networking and Innovation

According Gronum et al. (2012) identified networks as an important element in numerous studies
on the invention process. Oyedokun Akintunde (2016) is an investigation of networks and
innovative capabilities of entrepreneurs in the Nigerian plastics industry. The purpose of this study
is to examine the extent to which networking stimulates creativity within this industriousness. To
capture the relationship between the performance of connected networks and the size of innovative
entrepreneurs, his two-dimensional construct containing six variables is assumed to be examined.
The results confirmed that networking of employees and companies is suitable for promoting
plastic-supported inventions. The company promotes and values the idea of sustained success, so
individuals are not hysterical in coming up with ideas or demonstrating similar ideas. Directors
are therefore encouraged to identify and promote networking skills that can stimulate



entrepreneurial invention and fair competition among frontline employees. Research by (Gronum
et al., 2012) also shows that business networks contribute to inventions and achievements in small
and medium-sized enterprises. Xu et al. (2008) also found that business networks were understood
as factors positively associated with invention. Chen & Wang (2008) analyze the impact of social
networks and new business inventions. The concept of social networking is studied as an internal
and external social network configuration for members of the entrepreneurial team. The results
show that internal and external social networking has a small positive impact on the innovative
capabilities of a new business. Xu, Lin, & Lin (2008) Business networks, companies can facilitate
innovation by increasing networks, more and more business networks are associated with better
innovative capabilities. From an information processing standpoint, network enhancement can
bring companies superior access to important ideas and opportunities, resulting in stronger
innovative capabilities.

H1: Business networking influence innovation

Business Networking and Firm Competitiveness

A successfully built business network can overcome the limitations faced by the company,
especially getting ease in getting access to various resources at low cost, and establishing
cooperation with other companies. Building a strong business network can have a positive impact
on the company, especially establishing beneficial mutual relationships, which can attract more
opportunities for the company, so that it will increase competitiveness.

Abou-Moghli & Muala (2012) investigate the impact of entrepreneurial networks on business
success. The results of the study show that the statistics of entrepreneurial networks (social
networks, business networks, and inter-organizational strategic networks) have a significant
impact on continued enterprise success. This article (Al-mommani, Al-afifi & Mahfuz, 2015) also
highlights the importance of social media and social networks in maximizing the competitive value
of SMEs. They suggest that micro, small, and/or medium-sized businesses would benefit from
implementing effective social media marketing strategies. Witt (2007) also states that partner
networks increase profitability, business growth, and value. Alvarez et al., (2009) study shows the
importance of collaboration (networking) for the competitiveness of manufacturing companies.
The power of networks to encourage competition in economic activity is currently one of the
aspects analyzed in this study. Meanwhile, research conducted by Al-mommani et al., (2015) found
that business networks have disadvantages such as time-consuming and lack of feedback control
that can affect the performance of SMEs and reduce their market share. Therefore, small businesses
need to rethink customer relationship management by creating conceptual and operational
frameworks that provide structure with a certain degree of flexibility.

H?2: Business networking influence firm competitiveness

Innovation and Firm Competitiveness
Soto-Acosta et al. (2016) conducted a study on organizational innovation in which e-business plays
a mediating role in the performance of SMEs in the Spanish manufacturing industry. The results



of this study were also reported by Visnjic et al., (2014) They show that both service innovation
and product innovation can improve firm performance. Innovation is often associated with an
organization's competitive advantage (Kussudyarsana et al., 2023)

Schwab (2010) states that a company's competitiveness is influenced by innovation. Innovation is
very important because it allows knowledge to be gained and technological developments to be
integrated and adapted. Innovation is a factor that increases competitiveness (OECD, 2001).
Product innovation and process innovation influence corporate performance (Suliyanto et al.,
2019). Innovation plays an important role in improving companies' competitiveness and
performance (Siregar et al., 2022; Pranowo et al., 2020; Siregar et al., 2021; Nasution et al., 2021;
Siregar et al., 2020; Siregar et al., 2021).

Nadia et al. (2016) discussed innovation and competitive advantage in Malaysia. They found that
innovation can affect the competitiveness of SMEs in Malaysia's food industry. Research results
show that innovation has a strong positive impact on competitive advantage. The findings also
note that SMEs need to invest in innovation to gain a competitive advantage. This study also found
the moderating effect of firm age and innovation on competitive advantage.

H3: Innovation influence firm competitiveness

Mediating Role of Innovation

Small and medium enterprises (SMEs) usually have limited resources, especially when compared
to large companies, they tend not to innovate. However, small businesses are most likely to
innovate because of their proximity to employees, suppliers, and customers. Many experts
emphasize the importance of innovation for small and medium-sized businesses to survive, grow,
and succeed in the market in the long run (Ng & Hamilton, 2015). The importance of innovation
to the success, growth, and competitive advantage of SMEs in both developed and developing
countries has been widely recognized in many studies (Yasin et al., 2014). According to Kuratko
& Howard Frederick (2016), innovation along with economic driving force and economic
efficiency are factors that increase the competitiveness of companies. A study by Nadia et al.
(2016) reinforces this opinion with their findings that innovation has a strong positive impact on
the competitiveness of SMEs in the Malaysian food industry. Chursin & Vlasov (2017) state that
innovation becomes the foundation for companies to increase their competitiveness.

The greater the ability of a company to innovate, the more competitive the company will be.
Innovation is a key element of a company's success. The greater the ability of a company to
innovate, the more competitive the company will be. This shows that innovation guarantees
increased competitiveness for companies and organizations. An important factor in the occurrence
of company innovation is whether or not a company is able to build a business network. Liebowitz
(2012) stated that business networks play a very important role in business innovation. Similarly,
research (Hilmi et al., 2010) provides empirical evidence that innovation has a direct positive
impact on Malaysian SMEs. In addition, several other studies have provided empirical evidence
regarding the mediating role of innovation in different contexts (Salisu & Bakar, 2022); (Rodriguez
& Nieto, 2010).



Increasing innovation capacity, among others, requires a wider corporate network. The better you
manage your business network, the greater your ability to innovate. If business networks and
innovation are left inadequate, it will be difficult to share creative and innovative ideas. The
market in general demands high-quality and competitive products both in terms of product and
price, so if innovation is left unchecked, it will be difficult to penetrate a wider market. Therefore,
the company's ability to build business networks can increase its innovation capacity. Innovation
as a mediating variable focuses on synergy as a tool to increase competitiveness. Innovation cannot
be done without the role of the ability to establish communication with business networks. If the
company wants to increase its ability to compete, then pay attention to factors that can make
companies innovate, one of which is the ability to build business networks.

H4: Business networking influence firm competitiveness are mediated by Innovation

Research Methods

Participants

This study uses a quantitative approach by conducting survey research. Samples were taken from
the population using a questionnaire as a data collection tool. A survey was conducted on 253
handicraft sector SMEs scattered in West Java. To obtain samples using purposive sampling with
the following criteria: (a) SMEs based on Law no. 20 of 2008 about Micro, Small, and Medium
Enterprises (MSMEs), namely having a turnover above Rp. 300,000,000, - and a workforce of
more than 5 people. (b) SME sectors that have been operating for more than three years. Of the
253 participants, the characteristics of respondents showed that most respondents were men (74
percent), while women were only 26 percent. The characteristics of respondents based on age are
dominated by respondents aged between 50 years and under or dominated by respondents who are
in productive age. The characteristics of respondents based on education level are dominated by
respondents with lower secondary education from the entire research sample, which is as much as
88 percent, while those with higher education are only 12 percent. Based on the length of running
a business, dominated by SMEs that have been running a business for 3 to 15 years, which is as
much as 78 percent. While the remaining 22 percent run a business for less than 3 years. The data
were analyzed using structural equation modeling with Amos Software Version 23.

Measures

This study uses a survey by asking questions about innovation, business networking, and
competitiveness. The total instrument in our study consists of 10 items that we measured on a
Likert scale of 1 to 5; 1-very low, 2-low, 3-moderate, 4-hight, 5-very high. In this study, we
measured innovation by using 3 items of questions, business networking using 3 items of
questions, competitiveness using 4 questions adopted from (Man, Lau, & Chan, 2002), (Chong,
2008), (Catherine L. Wang, 2004), (Zeng, S.X. & Tam, 2010), (Peris-Ortiz, 2017).

Table 1. Construct and Measurements



Variable Indicator n item

Business Networking Communication with customers 3
Commitment and mutual trust with suppliers
Communication with competitors

Innovation Simplification of the production process. 3
Development of product variations
New ways of marketing products

Competitiveness High of productivity 4
The growth of sales
Market share
Response to opportunities and threats

Results and Discussion
Measurement Model

Based on table 1, informs that all indicators (manifest variable) have a factor loading (A) > 0.5. It
means that all indicators on each construct (latent variable) are valid and significant. We also can
see the Composite Reliability (CR) of a business networking value of 0.781> 0.7 and the Average
Variance Extracted (AVE) value is 0.545 > 0.5. The Composite Reliability (CR) of innovation
value of 0.810 > 0.7 and the Average Variance Extracted (AVE) value is 0.594 > 0.5. The
Composite Reliability (CR) of competitiveness value of 0.881 > (.7 and the Average Variance
Extracted (AVE) value is 0.650 > 0.5. It means that all indicators in this model are valid and
reliable.

Tabel 2. The Measurement Model

Latent Manifest Factor LoadinCR VE Decision
Variable Variable )
Communication with the customer (X1)  0.781 0.780  0.545
. - . Valid
Business Commitment and mutual trust with the
Networki lier (X2) 0.713 and
etworking supplier Reliable
Communication with competitors (X3) 0.718
Simplification of the production process. 0.810  0.594
0.789
(X4) Valid
[nnovation Development of product variations and
0.820
(X5) Reliable
New ways of marketing products (X6) 0.698
High of productivity (Y1) 0.819 0.881  0.650
. » Growth of sales (Y2) 0.848 Valid  and
OMPEHUVENESS  Market Share (Y3) 0.834 Reliable
Response to opportunities and threats 0.716
(Y4) '

Source : Research Data



Goodness of Fit Test
The criteria to int testing of goodness of fit the model are AGFI value > 0.90, GFI value > 0.90,
CFI value > 0.90, TLI value > 0.90, RMSEA < 0.08, and RMR value < 0.05 (Hair et al, (2017).

Table 3. The goodness of Fit Test

Goodness of Fit Index Cut Of Value Result Decision
CMIN/DF <20 0.841 Good Fit
GFI >0.90 0.980 Good Fit
AGFI >0.90 0.965 Good Fit
CFI >0.95 1.000 Good Fit
TLI >0.95 1.006 Good Fit
RMR <0.05 0.018 Good Fit
RMSEA <0.08 0.023 Good Fit

Source : Research Data

Based on table 3, shows that all goodness of fit index are in good fit criteria. The value of
CMIN/DF is 0.481< 2, GFI value of 0.980 > 0.90, AGFI value of 0.965 > 0.90, CFI value of 1.000
>0.90, TLI value of 1.006 > 0.95, RMR value 0.018 < 0.05m RMSEA value of 0.023 < (0.08.

Hypothesis Testing

Hypothesis testing is done by analyzing regression weight significance values to determine the
effect of business networking on the competitiveness of SMEs in the handicraft sector in West
Java. According to Byrne (2010), the basic decision-making test of significance for regression
weight is the value of the critical ratio (C.R.) > 1.96 and probability value < 0.05.

Tabel 4. Regression Weights

Estimate CR. P Decision
Innovation <---  Business Networking .628 6.987 .000  Supported
Firm_Competitiveness <---  Business Networking .282 3.480 .000  Supported
Firm_Competitiveness <---  Innovation .599 6.661 .000  upported

Source : Research Data

Tabel 5. Indirect Effects

Business Networking Innovation Firm Competitiveness

Innovation .000 .000 .000
Firm Competitiveness  .373 .000 .000
Source : Research Data

Based on the results of the study, all hypotheses are supported. Business networking, innovation
positively and significantly influence firm competitiveness directly and indirectly. The relationship
between business networking and innovation has the CR value (t-value) of 6.987 > 1.96 and
probability value is 0.000 < 0.05. It means that business networking influence innovation
positively. The influence of business networks on competitiveness has CR value (t-value) of 3.480
and p-value 0.000 <0.05. It means that the hypothesis is accepted. The influence of innovation on
competitiveness has CR value (t-value) of 6.661 and p-value 0.000 <0.05. It means that the



hypothesis is accepted. In other term, innovation can improve the handicraft competitiveness in
Indonesia.

Tabel 5 shows the results of testing innovation as an intervening variable between the influence of
business networks on company competitiveness obtain indirect value that is greater than its direct
value. Testing the relationship between the two variables showed an indirect value of 0.373 and a
direct value of 0.282. Therefore, the fourth hypothesis that states there is an influence of business
networks on company competitiveness and innovation as an intervening variable is accepted.

Chi-square = 26,909 df = 32, p= 722
;CMIN/DF = 841;RMSEA = 000 ;RMR = 014
:GFI = 980 ;AGFI = 965 .CFI = 1,000; TLI =1,006

Source : Research Data

Figure 2. Structural Model

PERLU TAMBAHAN PENJELASAN FIGURE 2

DISCUSSION

This study investigates the impact of business networks and innovation on business
competitiveness using the Indonesian handicraft industry as an example. The results show that all
the hypotheses of this study support the model we proposed based on the literature and previous
studies. The results of the first hypothesis prove that business networks influence innovation. This
means that strong business networks encourage entrepreneurs to innovate and keep their
businesses growing. The results of this study are consistent with the findings of Chen & Wang
(2008) who analyzed social networks and their impact on new business innovations. They found
that internal and external social networks had a small positive impact on new firms' ability to
innovate. Xu, Lin, and Lin (2008) also found that firms can promote innovation by expanding
their networks, as more corporate networks are associated with better innovation capabilities.

The results of the second hypothesis also provide evidence that there is an impact on the
competitiveness of Indonesia's handicraft industry among business networks. In other words, you



need a good corporate network to improve your competitiveness. This finding is consistent with
that of Colleen (2014). This study provides a more detailed explanation of the role of social
networks and their impact on business outcomes. Jack, et al. (2010) argued that entrepreneurial
networks are important and useful for many companies.

The third hypothesis also provides evidence that innovation can improve the competitiveness of
Indonesia's handicraft industry. Following the theory of Chursin & Vlasov (2017), they state that
innovation is the basis for achieving competitiveness. The results of this study are consistent with
those of Kuratko and Howard Frederick (2016), who state that factors based on economic drivers,
economic efficiency, and innovation are the drivers of competitiveness. Chursin & Vlasov (2017)
state that innovation is the basis of competitiveness. The greater a company's ability to innovate,
the more competitive it will be. This means that innovation guarantees increased competitiveness
for companies and organizations.

The results of testing the fourth hypothesis of business networking have a significant positional
influence on competitiveness through innovation. This means that the innovation variable can be
categorized as a mediator between business networking against competitiveness. Companies
should focus on building their business networking to drive innovation capabilities. These results
confirm that a strategic step to encourage the improvement of innovation capabilities requires
strengthening the ability to build business networking that leads to competitive advantage. This
result is reinforced by the findings of Lechner & Dowling (2003), that innovation mediates the
influence of business networking on business competitiveness. In line with Lin & Lin (2016)
forming a network can share knowledge, accelerate innovation, reduce transaction costs, better
reputation, and the creation of new market opportunities, thereby strengthening the Company's
competitiveness.

Conclusion and Suggestion

This study empirically investigated the relationship between business networks and innovation and
competitiveness in the Indonesian handicraft industry. The results show that business networks
and innovation have a significant impact on competitiveness. Innovation has the greatest impact
on a company's competitiveness. Rather than the direct effect of business networks on business
competitiveness, the indirect effect of business networks through innovation has the greatest
impact on business competitiveness. Therefore, innovation can mediate the influence of business
networks on a firm's competitiveness. We recommend improving innovation through product
variations, improving production processes, improving a company's network capabilities, etc.
Expanding our business network of customers, suppliers, and competitors.

This study enriches the existing scientific literature and further examines and investigates the
relationship between these variables. Practically, the results of this study can provide input to
owners or managers to pay attention to business networks that affect business innovation and
competitiveness. Furthermore, the study suggests that SMEs strive to strengthen mutually



beneficial partnerships between SMEs or between SMEs and large entrepreneurs to prevent the
negative impact of poor business networks and competitiveness, get partners online and build
relationships with other entrepreneurs, and Provide opportunities for customers to provide input
and receive feedback on new product formulations and designs. With suppliers who maintain
commitment and mutual trust. Benchmark your competitors in the development and manufacture
of innovative products. Small and medium-sized enterprises can form business groups that
facilitate partnerships with other parties, allowing small and medium-sized businesses to control
distribution and build larger, more profitable business models. SMEs need to maintain customer
loyalty and satisfaction, including creating communities where customers can encourage repeat
purchases and participate in promoting their products. Create a network pattern in the form of
subcontracting networks and cluster development. In this way, small and medium-sized businesses
gain the necessary competitive advantage.

This study provides new insights into the importance of SMEs building business networks to
increase their competitiveness through innovation capabilities. Small and medium enterprises that
can expand their business networks through communication networks with customers, suppliers,
and competitors, will get creative ideas to innovate in the production process, develop product
variations, and apply new methods in product marketing. This will be very useful to increase
business competitiveness.

The limitation of this study is that, first, this study only uses a sample of SME:s in the craft sector,
limiting its generalization ability to SMEs as a whole. Second, the study relied on data collected
by distributing questionnaires to respondents. Respondents' answers may not reflect actual
circumstances. We encourage future researchers to consider using other methods to collect data.
Third, this study only focuses on business networking variables that influence innovation and its
impact on competitiveness and does not discuss other variables that may play a greater role in
improving competitiveness. Therefore, researchers suggest that further research is needed.
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Abstract

This study aims to examine the influence of business networking and innovation on firm
competitiveness in the case of the handicraft industry in Indonesia. The sample in this study
was the owner of the Handicraft Industry in Indonesia. The hypotheses were analyzed by using
the structural/equation modeling (SEM) approach. The result showed that business networking
and innovation positively influence the competitiveness of the handicraft industry in Indonesia.
This paper gives additional insights into the relationship between business networking, and
innovation on firm competitiveness in handicraft industry context in Indonesia, and the
innovation can mediate the influence of business networking on firm competitiveness. Business
networking capabilities must receive important attention from SMEs, especially in the creative
industry in the craft sector. SMEs must establish good communication with customers,
suppliers, and competitors. There is only one independent variable in this research, namely
business network, so it is less comprehensive. To be more comprehensive, other independent
variables can be added such as technological ability, marketing knowledge, and
entrepreneurial ability.
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Introduction

The handcraft industry is a part of the creative industries in Indonesia. The number of small
and medium enterprises in the handcraft sector reach 700.000 units with the employment of
nearly 1.3 million people in Indonesia. still, the request share of handcraft assiduity is fairly
low at 1.26, indeed though the eventuality is relatively large( http//ksp.go.id). According to the
World Economic Forum (WEF) in 2020, Indonesia's profitable competitiveness is still low
compared to other ASEAN. countries similar as; Singapore, Malaysia, and Thailand
(http//lwww3.weforum.org). The low competitiveness influences the sustainability of an
establishment (Metekohy, 2013).

The addition of firm competitiveness can be done by making internal advancements, similar to
invention and perfecting business networking. The results of the exploration set up that there
was a donation of business networks and inventions to the competitiveness of SMEs (Gronum
et al., 2012). According to Osterle et al (2001) only innovative enterprises that have business
network capabilities can contribute to firm competitiveness. Kuratko & Howard Frederick
(2016) state that enterprises grounded on invention affect the establishment competitiveness.
The results of exploration conducted in Australia also set that invention was an important factor
in supporting the businesses' competitiveness and success, Zaheer (2015). The finding in
another study also bandied that ingeniousness is veritably important and will give benefits to
the business proprietor in the sustainability of their businesses, so that business objects will be
achieved efficiently and effectively, Zuliarni (2014).

The results of this study are also supported by the results of research conducted by (Visnjic et
al., 2014) found that both service innovation and product innovation can improve business
performance. The competitiveness of companies can be promoted by creating the necessary
conditions to foster product innovation, strengthen cooperation with retailers, and build close
cooperation networks (Tamayo et al., 2015). Network competence has a significant influence
on the various types of firms’ performances. According to entrepreneurs, more emphasis needs
to be placed on strengthening networking skills to achieve better non-financial performance
and business growth (Tehseen, 2018).

There are inconsistent findings about the impact of corporate networks on innovation and
competitiveness. Chen & Wang, (2008), Tamayo et al. (2015), Zeng, et al. (2010), and Gronum
et al. (2012) analyze the influence of business networks on innovation. These results show that
the company's network has a positive impact on innovation capabilities. In contrast to Love &
Roper (2001) and Frishammar & Horte (2005), the results show that relationships between
companies do not affect innovation but are important for business success. Business networks
are only complementary in the innovation process. Innovation is an important factor for a
company to improve its competitiveness. The study of Nadia et al. (2016) shows that innovation
has a strong positive impact on competitiveness. Supported by research by Sipa et al. (2015),
innovation is the main driver of competitiveness. In contrast to research conducted by Cho et
al. (2008) who surveyed Korean companies that produce printing, machinery, automobiles, and
electronic equipment, found that innovation does not have a significant impact on company
competitiveness.

Based on differences in research results, where there are no consistent results regarding the
influence between business networks and business competitiveness, this study responds by
testing innovation as a mediating variable as a new thing in this study. Innovation becomes
an intervening variable that mediates the effect of business networking on competitiveness.
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This opinion is based on the model/proposed by Gronum et al. (2012). However, we will
examine different perspectives, namely the competitiveness of the handicraft industry in
Indonesia. Therefore, the purpose of this study is to find: First, the influence of business
networking on innovation. Second, the influence of innovation on firm competitiveness. Third,
the influence of business networking on firm competitiveness. Fourth, business networking
influences firm competitiveness are mediated by Innovation.

The implications of this study theoretically develop some literature related to business network
relationships, innovation, and business competitiveness in SMEs. In addition, this research can
be a reference for other researchers to develop research on the competitiveness of small and
medium enterprises and later develop innovations that affect the improvement of business
competitiveness. Practically, this research can be utilized by all related parties to build business
networks, increase innovation capabilities, and increase company competitiveness in a
sustainable manner.

Literature Review

Firm Competitiveness

A company's competitiveness refers to a company's ability to compete with other companies.
Competitiveness can also be described as the position of productivity, where productivity is
interpreted as the material produced by the pool (Porter, 1990). Another opinion states that a
company's competitiveness is defined as the ability of a company to compete successfully in
its environment (Tamayo et al., 2015). Competitiveness is defined as a nation's capability to
command significant world request share in high technology products while maintaining the
living norms of its citizens (Alvarez et al., 2009). The most competitive associations are in a
better position to reach wider requests. also, the establishment’s performance indicates that the
establishment has a high position of competitiveness, and the more profitable enterprises tend
to be more competitive (Tamayo et al., 2015). Competitive companies can achieve high
profitability and achieve sustainable ventures. Conversely, due to weak competitiveness,
companies can experience a decline in profits and eventually go bankrupt (Audretsch &
Walshok, 2013). The competitiveness of a company can be improved through internal
improvements centered on human resources by increasing the ability to build networks and
innovation. According to Osterle et al (2001) Only companies with innovative capabilities and
business networks can contribute to the competitiveness of the company.

Innovation

Innovation is defined as the successful implementation of the creative ideas of an enterprise.
Companies are expected to develop new ways of thinking when facing competitors, customers,
and existing markets (Basuki et al., 2020). Afsar et al., (2014) stated that to encourage
innovation, companies need to motivate their employees to adopt innovative work behaviors.
According to Udin et al., (2022), Innovative work behavior refers to all employee actions aimed
at introducing, generating, and implementing ideas in an organization. However, innovative
work behavior is very complex because it is not easy to generate creative ideas Udin et al.,
(2022). According to Schwab (2010), invention is one of the factors that impact a company's
competitiveness. Also, (OECD, 2001) said that invention is a factor that can increase
competitiveness. In the paper, Kuratko & Howard Frederick (2016) also said that invention can
be a driving factor for establishing competitiveness. Terziovski (2007) innovation. is the
operation of coffers to produce value for guests and companies by developing, the enhancing
new products, processes, and services of an establishment. Chursin & Vlasov's (2017)
invention is about performing product innovation by using innovative ideas and sources to
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produce new products (or produce old products with new manufacturing styles) and to generate
new cash primarily. This is the establishment of business operations as a function.

Search for product registration, requirements, distribution, etc., i.e. regulation of the most
important elements of a product or invention sample. The position of business success is
determined by the position of invention perpetration in the establishment (Siregar et al., 2019).
The capability to introduce is an important factor that must be possessed by entrepreneurs in
managing business. Innovation capability shows that every business exertion carried out has
novelty and uniqueness (Hendayana et al., 2019).

Business Networking

The capability of an establishment in networking is one of the most important effects in
business. Xu, Lin, & Lin, (2008) cited that a business network is a long- term relationship
among two or further associations, and the mechanisms through which similar connections take
shape are neither request nor organizational scale. Networking has long been associated with
sharing coffers among mates, access to requests, and new technologies that the establishment
couldn't be suitable to pierce in insulation. The establishment tries to get the benefits of
networking by calculating several factors similar to trust and confidence among network mates
to be suitable to partake in strategic coffers (Bengesi & Roux, 2015). The capability to make a
network is necessary for an entrepreneur, both newcomers and those who have long been
involved in the business. The business will not be able to grow and develop without expansive
networks. The capability to make a network will increase the number of guests so that deal
growth will also increase. In the paper, Witt (2007) stated that the benefits that entrepreneurs
admit from their mate networks are adding business success similar to adding profitability and
also adding firm growth and value.

Business Networking and Innovation

According Gronum et al. (2012) identified networks as an important element in numerous
studies on the invention process. Oyedokun Akintunde (2016) is an investigation of networks
and innovative capabilities of entrepreneurs in the Nigerian plastics industry. The purpose of
this study is to examine the extent to which networking stimulates creativity within this
industriousness. To capture the relationship between the performance of connected networks
and the size of innovative entrepreneurs, his two-dimensional construct containing six variables
is assumed to be examined. The results confirmed that networking of employees and companies
is suitable for promoting plastic-supported inventions. The company promotes and values the
idea of sustained success, so individuals are not hysterical in coming up with ideas or
demonstrating similar ideas. Directors are therefore encouraged to identify and promote
networking skills that can stimulate entrepreneurial invention and fair competition among
frontline employees.

Research by (Gronum et al., 2012) also shows that business networks contribute to inventions
and achievements in small and medium-sized enterprises. Xu et al. (2008) also found that
business networks were understood as factors positively associated with invention. Chen &
Wang (2008) analyze the impact of social networks and new business inventions. The concept
of social networking is studied as an internal and external social network configuration for
members of the entrepreneurial team. The results show that internal and external social
networking has a small positive impact on the innovative capabilities of a new business. Xu,
Lin, & Lin (2008) Business networks, companies can facilitate innovation by increasing
networks, more and more business networks are associated with better innovative capabilities.
From an information processing standpoint, network enhancement can bring companies
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superior access to important ideas and opportunities, resulting in stronger innovative
capabilities.

H1: Business networking influence innovation

Business Networking and Firm Competitiveness

A successfully built business network can overcome the limitations faced by the company,
especially getting ease in getting access to various resources at low cost, and establishing
cooperation with other companies. Building a strong business network can have a positive
impact on the company, especially establishing beneficial mutual relationships, which can
attract more opportunities for the company, so that it will increase competitiveness.

Abou-Moghli & Muala (2012) investigate the impact of entrepreneurial networks on business
success. The results of the study show that the statistics of entrepreneurial networks (social
networks, business networks, and inter-organizational strategic networks) have a significant
impact on continued enterprise success. This article (Al-mommani, Al-afifi & Mahfuz, 2015)
also highlights the importance of social media and social networks in maximizing the
competitive value of SMEs. They suggest that micro, small, and/or medium-sized businesses
would benefit from implementing effective social media marketing strategies. Witt (2007) also
states that partner networks increase profitability, business growth, and value. Alvarez et al.,
(2009) study shows the importance of collaboration (networking) for the competitiveness of
manufacturing companies. The power of networks to encourage competition in economic
activity is currently one of the aspects analyzed in this study. Meanwhile, research conducted
by Al-mommani et al., (2015) found that business networks have disadvantages such as time-
consuming and lack of feedback control that can affect the performance of SMEs and reduce
their market share. Therefore, small businesses need to rethink customer relationship
management by creating conceptual and operational frameworks that provide structure with a
certain degree of flexibility.

H.: Business networking influence firm competitiveness

Innovation and Firm Competitiveness

Soto-Acosta et al. (2016) conducted a study on organizational innovation in which e-business
plays a mediating role in the performance of SMEs in the Spanish manufacturing industry. The
results of this study were also reported by Visnjic et al., (2014) They show that both service
innovation and product innovation can improve firm performance. Innovation is often
associated with an organization's competitive advantage (Kussudyarsana et al., 2023)

Schwab (2010) states that a company's competitiveness is influenced by innovation. Innovation
is very important because it allows knowledge to be gained and technological developments to
be integrated and adapted. Innovation is a factor that increases competitiveness (OECD, 2001).
Product innovation and process innovation influence corporate performance (Suliyanto et al.,
2019). Innovation plays an important role in improving companies’ competitiveness and
performance (Siregar et al., 2022; Pranowo et al., 2020; Siregar et al., 2021; Nasution et al.,
2021; Siregar et al., 2020; Siregar et al., 2021).

Nadia et al. (2016) discussed innovation and competitive advantage in Malaysia. They found
that innovation can affect the competitiveness of SMEs in Malaysia's food industry. Research
results show that innovation has a strong positive impact on competitive advantage. The
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findings also note that SMESs need to invest in innovation to gain a competitive advantage. This
study also found the moderating effect of firm age and innovation on competitive advantage.

Hs: Innovation influence firm competitiveness

Mediating Role of Innovation

Small and medium enterprises (SMEs) usually have limited resources, especially when
compared to large companies, they tend not to innovate. However, small businesses are most
likely to innovate because of their proximity to employees, suppliers, and customers. Many
experts emphasize the importance of innovation for small and medium-sized businesses to
survive, grow, and succeed in the market in the long run (Ng & Hamilton, 2015). The
importance of innovation to the success, growth, and competitive advantage of SMEs in both
developed and developing countries has been widely recognized in many studies (Yasin et al.,
2014). According to Kuratko & Howard Frederick (2016), innovation along with economic
driving force and economic efficiency are factors that increase the competitiveness of
companies. A study by Nadia et al. (2016) reinforces this opinion with their findings that
innovation has a strong positive impact on the competitiveness of SMEs in the Malaysian food
industry. Chursin & Vlasov (2017) state that innovation becomes the foundation for companies
to increase their competitiveness.

The greater the ability of a company to innovate, the more competitive the company will be.
Innovation is a key element of a company's success. The greater the ability of a company to
innovate, the more competitive the company will be. This shows that innovation guarantees
increased competitiveness for companies and organizations. An important factor in the
occurrence of company innovation is whether or not a company is able to build a business
network. Liebowitz (2012) stated that business networks play a very important role in business
innovation. Similarly, research (Hilmi et al., 2010) provides empirical evidence that innovation
has a direct positive impact on Malaysian SMEs. In addition, several other studies have
provided empirical evidence regarding the mediating role of innovation in different contexts
(Salisu & Bakar, 2022); (Rodriguez & Nieto, 2010).

Increasing innovation capacity, among others, requires a wider corporate network. The better
you manage your business network, the greater your ability to innovate. If business networks
and innovation are left inadequate, it will be difficult to share creative and innovative ideas.
The market in general demands high-quality and competitive products both in terms of product
and price, so if innovation is left unchecked, it will be difficult to penetrate a wider market.
Therefore, the company's ability to build business networks can increase its innovation
capacity. Innovation as a mediating variable focuses on synergy as a tool to increase
competitiveness. Innovation cannot be done without the role of the ability to establish
communication with business networks. If the company wants to increase its ability to compete,
then pay attention to factors that can make companies innovate, one of which is the ability to
build business networks.

Ha: Business networking influence firm competitiveness are mediated by Innovation

Research Methods

Participants

This study uses a quantitative approach by conducting survey research. Samples were taken
from the population using a questionnaire as a data collection tool. A survey was conducted
on 253 handicraft sector SMEs scattered in West Java. To obtain samples using purposive
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sampling with the criteria SMEs based on Law no. 20 of 2008 and have been operating for
more than three years. Of the 253 participants, the characteristics of respondents showed that
most respondents were men (74 percent), while women were only 26 percent. The
characteristics of respondents based on age are dominated by respondents aged between 50
years and under or dominated by respondents who are in productive age. The characteristics of
respondents based on education level are dominated by respondents with lower secondary
education from the entire research sample, which is as much as 88 percent, while those with
higher education are only 12 percent. Based on the length of running a business, dominated by
SMEs that have been running a business for 3 to 15 years, which is as much as 78 percent.
While the remaining 22 percent run a business for less than 3 years. The data were analyzed
using structural equation modeling with Amos Software Version 23.

Measures

This study uses a survey by asking questions about innovation, business networking, and
competitiveness. The total instrument in our study consists of 10 items that we measured on a
Likert scale of 1 to 5; 1-very low, 2-low, 3-moderate, 4-hight, 5-very high. In this study, we
measured innovation by using 3 items of questions, business networking using 3 items of
questions, competitiveness using 4 questions adopted from (Man, Lau, & Chan, 2002), (Chong,
2008), (Catherine L. Wang, 2004), (Zeng, S.X. & Tam, 2010), (Peris-Ortiz, 2017).

Table 1. Construct and Measurements

Variable Indicator item

(B

. Communication with customers 3
. Commitment and mutual trust with suppliers
. Communication with competitors

Business Networking

Innovation . Simplification of the production process. 3
. Development of product variations

. New ways of marketing products

Competitiveness . High of productivity 4
. The growth of sales
. Market share

. Response to opportunities and threats

A OWODNEL WON P W N

Source: Research Data

Results
Measurement Model

Based on table 1, informs that all indicators (manifest variable) have a factor loading (A) > 0.5.
It means that all indicators on each construct (latent variable) are valid and significant. We also
can see the Composite Reliability (CR) of a business networking value of 0.781> 0.7 and the
Average Variance Extracted (AVE) value is 0.545 > 0.5. The Composite Reliability (CR) of
innovation value of 0.810 > 0.7 and the Average Variance Extracted (AVE) value is 0.594 >
0.5. The Composite Reliability (CR) of competitiveness value of 0.881 > 0.7 and the Average
Variance Extracted (AVE) value is 0.650 > 0.5. It means that all indicators in this model are
valid and reliable.
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Tabel 2. The Measurement Model

Latent Manifest Factor LoadingCR VE Decision
Variable Variable )

Communication with the customer (X1)  0.781 0.780  0.545 )
Business Commitment and mutual trust with the 0713 ;ﬁl(llld
Networking supplier (X2) Reliable

Communication with competitors (X3) 0.718

Simplification of the production process. 0.789 0.810  0.594

(X4) _ ' Valid
[nnovation Development of product variations 0.820 and

(X5) ' Reliable

New ways of marketing products (X6) 0.698

High of productivity (Y1) 0.819 0.881  0.650

Growth of sales (Y2) 0.848 .
Competitiveness Vah‘d and

Market Share (Y3) 0.834 Reliable

Response to opportunities and threats 0716

(Y4) '

Source: Research Data

Goodness of Fit Test

The criteria to int testing of goodness of fit the model are AGFI value > 0.90, GFI value >
0.90, CFI value > 0.90, TLI value >0.90, RMSEA < 0.08, and RMR value < 0.05 (Hair et al,
(2017).

Table 3. The goodness of Fit Test

Goodness of Fit Index Cut Of Value Result Decision
CMIN/DF <20 0.841 Good Fit
GFI >0.90 0.980 Good Fit
AGFI >0.90 0.965 Good Fit
CFI >0.95 1.000 Good Fit
TLI >0.95 1.006 Good Fit
RMR <0.05 0.018 Good Fit
RMSEA <0.08 0.023 Good Fit

Source: Research Data

Based on table 3, shows that all goodness of fit index are in good fit criteria. The value of
CMIN/DF is 0.481< 2, GFI value of 0.980 > 0.90, AGFI value of 0.965 > 0.90, CFI value of
1.000 > 0.90, TLI value of 1.006 > 0.95, RMR value 0.018 < 0.05m RMSEA value of 0.023 <
0.08.

Hypothesis Testing

Hypothesis testing is done by analyzing regression weight significance values to determine the
effect of business networking on the competitiveness of SMEs in the handicraft sector in West
Java. According to Byrne (2010), the basic decision-making test of significance for regression
weight is the value of the critical ratio (C.R.) > 1.96 and probability value < 0.05.

Tabel 4. Regression Weights

Estimate C.R. P Decision
Innovation <---  Business Networking .628 6.987 .000  Supported
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Firm Competitiveness <---  Business Networking .282 3.480 .000  Supported
Firm_Competitiveness <---  Innovation .599 6.661 .000  upported
Source: Research Data

Tabel 5. Indirect Effects
Business_Networking  Innovation  Firm_Competitiveness
Innovation .000 .000 .000
Firm_Competitiveness  .373 .000 .000
Source: Research Data

Based on the results of the study, all hypotheses are supported. Business networking,
innovation positively and significantly influence firm competitiveness directly and indirectly.
The relationship between business networking and innovation has the CR value (t-value) of
6.987 > 1.96 and probability value is 0.000 < 0.05. It means that business networking influence
innovation positively. The influence of business networks on competitiveness has CR value (t-
value) of 3.480 and p-value 0.000 <0.05. It means that the hypothesis is accepted. The influence
of innovation on competitiveness has CR value (t-value) of 6.661 and p-value 0.000 <0.05. It
means that the hypothesis is accepted. In other term, innovation can improve the handicraft
competitiveness in Indonesia.

Tabel 5 and Figure.2 shows the results of testing innovation as an intervening variable between
the influence of business networks on company competitiveness obtain indirect value that is
greater than its direct value. Testing the relationship between the two variables showed an
indirect value of 0.373 and a direct value of 0.282. Therefore, the fourth hypothesis that states
there is an influence of business networks on company competitiveness and innovation as an
intervening variable is accepted.

.61
@ m
: Business
@ m Networking 67 @
> 82
@ !:El 72
85
= D
.62 Competitiveness .83 .70
D= Xa | (e
.67 72 .51
-5 1= @ @ €19
.49 ’
@& =—{ X6 | (=D

Chi-square = 26,909 df = 32; p = ,722
CMIN/DF = ,841;RMSEA = ,000 ;:RMR = ,014
:GFI = ,980 :AGFI = 965 CFI = 1.000; TLI =1,006

Source: Research Data

Figure 2. Structural Model

DISCUSSION

This study investigates the impact of business networks and innovation on business
competitiveness using the Indonesian handicraft industry as an example. The results show that
all the hypotheses of this study support the model we proposed based on the literature and
previous studies. The results of the first hypothesis prove that business networks influence
innovation. This means that strong business networks encourage entrepreneurs to innovate and
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keep their businesses growing. The results of this study are consistent with the findings of Chen
& Wang (2008) who analyzed social networks and their impact on new business innovations.
They found that internal and external social networks had a small positive impact on new firms'
ability to innovate. Xu, Lin, and Lin (2008) also found that firms can promote innovation by
expanding their networks, as more corporate networks are associated with better innovation
capabilities.

The results of the second hypothesis also provide evidence that there is an impact on the
competitiveness of Indonesia's handicraft industry among business networks. In other words,
you need a good corporate network to improve your competitiveness. This finding is consistent
with that of Colleen (2014). This study provides a more detailed explanation of the role of
social networks and their impact on business outcomes. Jack, et al. (2010) argued that
entrepreneurial networks are important and useful for many companies.

The third hypothesis also provides evidence that innovation can improve the competitiveness
of Indonesia's handicraft industry. Following the theory of Chursin & Vlasov (2017), they state
that innovation is the basis for achieving competitiveness. The results of this study are
consistent with those of Kuratko and Howard Frederick (2016), who state that factors based on
economic drivers, economic efficiency, and innovation are the drivers of competitiveness.
Chursin & Vlasov (2017) state that innovation is the basis of competitiveness. The greater a
company's ability to innovate, the more competitive it will be. This means that innovation
guarantees increased competitiveness for companies and organizations.

The results of testing the fourth hypothesis of business networking have a significant positional
influence on competitiveness through innovation. This means that the innovation variable can
be categorized as a mediator between business networking against competitiveness. Companies
should focus on building their business networking to drive innovation capabilities. These
results confirm that a strategic step to encourage the improvement of innovation capabilities
requires strengthening the ability to build business networking that leads to competitive
advantage. This result is reinforced by the findings of Lechner & Dowling (2003), that
innovation mediates the influence of business networking on business competitiveness. In line
with Lin & Lin (2016) forming a network can share knowledge, accelerate innovation, reduce
transaction costs, better reputation, and the creation of new market opportunities, thereby
strengthening the Company's competitiveness.

Conclusion and Suggestion

This study empirically investigated the relationship between business networks and innovation
and competitiveness in the Indonesian handicraft industry. The results show that business
networks and innovation have a significant impact on competitiveness. Innovation has the
greatest impact on a company's competitiveness. Rather than the direct effect of business
networks on business competitiveness, the indirect effect of business networks through
innovation has the greatest impact on business competitiveness. Therefore, innovation can
mediate the influence of business networks on a firm's competitiveness. We recommend
improving innovation through product variations, improving production processes, improving
a company's network capabilities, etc. Expanding our business network of customers, suppliers,
and competitors.

This study enriches the existing scientific literature and further examines and investigates the
relationship between these variables. Practically, the results of this study can provide input to
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owners or managers to pay attention to business networks that affect business innovation and
competitiveness. Furthermore, the study suggests that SMEs strive to strengthen mutually
beneficial partnerships between SMEs or between SMEs and large entrepreneurs to prevent the
negative impact of poor business networks and competitiveness, get partners online and build
relationships with other entrepreneurs, and Provide opportunities for customers to provide
input and receive feedback on new product formulations and designs. With suppliers who
maintain commitment and mutual trust. Benchmark your competitors in the development and
manufacture of innovative products. Small and medium-sized enterprises can form business
groups that facilitate partnerships with other parties, allowing small and medium-sized
businesses to control distribution and build larger, more profitable business models. SMEs need
to maintain customer loyalty and satisfaction, including creating communities where customers
can encourage repeat purchases and participate in promoting their products. Create a network
pattern in the form of subcontracting networks and cluster development. In this way, small and
medium-sized businesses gain the necessary competitive advantage.

This study provides new insights into the importance of SMEs building business networks to
increase their competitiveness through innovation capabilities. Small and medium enterprises
that can expand their business networks through communication networks with customers,
suppliers, and competitors, will get creative ideas to innovate in the production process,
develop product variations, and apply new methods in product marketing. This will be very
useful to increase business competitiveness.

The limitation of this study is that, first, this study only uses a sample of SMEs in the craft
sector, limiting its generalization ability to SMEs as a whole. Second, the study relied on data
collected by distributing questionnaires to respondents. Respondents' answers may not reflect
actual circumstances. We encourage future researchers to consider using other methods to
collect data. Third, this study only focuses on business networking variables that influence
innovation and its impact on competitiveness and does not discuss other variables that may
play a greater role in improving competitiveness. Therefore, researchers suggest that further
research is needed.

Reference

1. Abou-Moghli, A., & Muala, A. Al. (2012). Impact of Entrepreneurial Networks in the
Success of Business On-Going Stage in Jordanian Manufacturing Companies. American
Academic & Scholarly Research Journal, 4(2).Available online: http://www.
naturalspublishing.com /files/published/rmiulb44c30150.pdf

2. Afsar, B., Badir, Y., & Saeed, B. (2014). Transformational leadership and innovative work
behavior. Industrial Management and Data Systems, 114(8), 1270-1300.
https://doi.org/10.1108/IMDS-05-2014-0152

3. Al-mommani, K., Al-afifi, A., & Mahfuz, M. A. (2015). The Impact of Social Networks
on Maximizing the Competitive Value of Micro, Small, and Medium Enterprises.
International Journal of Management Science and Business Administration, 1(3), 64—
70.Available online: https://researchleap.com/the-impact-of-social-networks-on-
maximizing-the-competitive-value-of-micro-small-and-medium-enterprises/

4. Alvarez, lsabel, Raquel Marin, Fonfria, A. (2009). The role of networking in the
competitiveness of firms. Technological Forecasting & Social Change, 410-421.
https://doi.org/DOI 10.1007/978-3-319-44509-0. Available online:
https://www.researchgate.net/publication/240427403 The role of networking_in_the ¢

139
This work is licensed under a Creative Commons Attribution 4.0 International

License.



http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://researchleap.com/the-impact-of-social-networks-on-maximizing-the-competitive-value-of-micro-small-and-medium-enterprises/
https://researchleap.com/the-impact-of-social-networks-on-maximizing-the-competitive-value-of-micro-small-and-medium-enterprises/
https://www.researchgate.net/publication/240427403_The_role_of_networking_in_the_competitiveness_of_firms

10.

11.

12.

13.

14.

15.

16.

17.

18.

ompetitiveness_of firms
Audretsch, D. B., & Walshok, M. L. (2013). Creating Competitiveness : Entrepreneurship
and Innovation Policies for Growth. In Creating Competitiveness. Edward Elgar
Publishing Limited. https://doi.org/10.4337/9781781954058
Basuki, B., Pulungan, N. A. F., & Udin, U. (2020). The effect of innovation on price to
book value: The role of managerial ownership in Indonesian companies. Journal of Asian
Finance, Economics and Business, 7(5), 249-258.
https://doi.org/10.13106/JAFEB.2020.VOL7.NO5.245
Bengesi, K. M. K., & Roux, I. Le. (2015). The influence of the Dimension of Networking
Capability in Small and Medium Enterprise performance. International Journal of
Business and Social Science, 5(2), 189-200.Available online:
https://pdfs.semanticscholar.org/5921/14a25¢52bf67d1d3024f5be4fcc979bf36a7.pdf
Byrne, B. M. (2010). Structural Equation Modeling with AMOS. Structural Equation
Modeling with Amos Basic Concepts, Applications, and Programming (2nd ed.). New
York: Taylor & Francis Group. https://doi.org/10.4324/9781410600219
Catherine L. Wang, P. K. A. (2004). The development and validation of the organizational
innovativeness construct using confirmatory factor analysis. European Journal of
Innovation Management Volume 7 Number 4 2004 Pp. 303-313, 7(4), 303-
313.https://doi.org/10.1016/j.technovation.2009.08.003. Available online:
https://www.emerald.com/insight/content/doi/10.1108/14601060410565056/full/html
Chen, M., & Wang, M. (2008). Social networks and a new venture ’ s innovative
capablllty the role of trust within entrepreneurial teams. Journal Compilation, (1991)
253-264.Available online
https://www.researchgate.net/publication/228130354 Social Networks and a New Ve
nture's_Innovative Capability The Role of Trust within_Entrepreneurial_Teams
Cho, Y. J, Leem, C. S., & Shin, K. T. (2008). The relationships among manufacturing
innovation, competitiveness, and business performance in the manufacturing industries of
Korea. International Journal of Advanced Manufacturing Technology, 38(7—8), 840—850.
https://doi.org/10.1007/s00170-007-1107-8
Chong, H. G. (2008). Measuring the performance of small-and-medium-sized enterprises:
the grounded theory approach. Journal of Business and Public Affairs, 2(1), 1-11.
Chursin, A., & Vlasov, Y. (2017). Innovation as a Basis for Competitiveness, Theory, and
Practice, Springer International Publishing, Switzerland. Available online:
https://www.springer. com/gp/book/9783319405995
Colleen, R. T. (2014). The Influence of Social Network&Dynamism on BusinessStart-up
Activity : A Longitudinal Examination of Female Nascent Entrepreneurs. Women’S
Entrepreneurship and Education, 005.32-055(3-4), 22-36. Available online:
https://ideas.repec.org/a/ibg/jwejou/y2014i3-4p22-36.html
Frishammar, J., & Horte, S. A. (2005). Managing external information in manufacturing
firms: The impact on innovation performance. Journal of Product Innovation
Management, 22(3), 251-266. https://doi.org/10.1111/j.0737-6782.2005.00121.x
Gronum, S., Verreynne, M., & Kastelle, T. (2012). The Role of networks in Small and
Medium-Sized Enterprise Innovation and Firm Performance. Journal of Small Business
Management, 50(2), 257-282. Available online:
https://www.researchgate.net/publication/230538257_ The_Role_of Networks_in_Small
and_Medium-Sized_Enterprise_Innovation_and_Firm_Performance

Hair Jr, J., Hult, G. T. ., Ringle, C., & Sarstedt, M. (2013). A primer on partial least squares
structural equation modeling (PLS-SEM). Thousand Oaks: Sage Publications.

Hendayana, Y., Suryana, Ahman, E., Mulyadi, H. (2019). Do Technological Capabilities
Influence Innovation In Creative Industry: The Case Of Handicraft Sector In Indonesia.

140
This work is licensed under a Creative Commons Attribution 4.0 International

License.


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.researchgate.net/publication/240427403_The_role_of_networking_in_the_competitiveness_of_firms
https://pdfs.semanticscholar.org/5921/14a25c52bf67d1d3024f5be4fcc979bf36a7.pdf
https://www.emerald.com/insight/content/doi/10.1108/14601060410565056/full/html
https://www.researchgate.net/publication/228130354_Social_Networks_and_a_New_Venture's_Innovative_Capability_The_Role_of_Trust_within_Entrepreneurial_Teams
https://www.researchgate.net/publication/228130354_Social_Networks_and_a_New_Venture's_Innovative_Capability_The_Role_of_Trust_within_Entrepreneurial_Teams
https://ideas.repec.org/a/ibg/jwejou/y2014i3-4p22-36.html
https://www.researchgate.net/publication/230538257_The_Role_of_Networks_in_Small_and_Medium-Sized_Enterprise_Innovation_and_Firm_Performance
https://www.researchgate.net/publication/230538257_The_Role_of_Networks_in_Small_and_Medium-Sized_Enterprise_Innovation_and_Firm_Performance

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

International Journal Of Scientific & Technology Research, 8, (08), 1722-1725. Available
online: https://www.ijstr.org/paper-references.php?ref=1JSTR-0819-21196

Hilmi, M. F., Ramayah, T., Mustapha, Y., & Pawanchik, S. (2010). Product and process
innovativeness: Evidence from Malaysian SMEs. European Journal of Social Sciences,
16(4), 556-564.

Jack, S., Moult, S., Anderson, A. R., & Dodd, S. (2010). An entrepreneurial network
evolving: Patterns of change. International Small Business Journal, 28(4), 315-337.
https://doi.org/10.1177/0266242610363525. Available online:
https://journals.sagepub.com/doi/10.1177/0266242610363525

Kuratko, D. F., & Howard Frederick, A. O. (2016). Entrepreneurship,
Theory/Process/Practice, 4th Edition, Australia: Cencage Learning,

Kussudyarsana , Maulana H., Maimun, M.H., Santoso, B., & Nugroho, M.T., (2023), The
Role of Social Capital, Innovation, and Capabilities on MSMEs’ Resilience in Economic
Hard Times, Jurnal Manajemen Bisnis, 14 (2), 72-89.

Lechner, C., & Dowling, M. (2003). Firm networks: External relationships as sources for
the growth and competitiveness of entrepreneurial firms. Entrepreneurship and Regional
Development, 15(1), 1-26. https://doi.org/10.1080/08985620210159220

Liebowitz, J. (2012). Knowledge Management Handbook. In Knowledge Management
Handbook. https://doi.org/10.1201/b12285

Lin, F. J., & Lin, Y. H. (2016). The effect of network relationship on the performance of
SMEs. Journal of Business Research, 69(5), 1780-1784.
https://doi.org/10.1016/j.jbusres.2015.10.055

Love, J. H., & Roper, S. (2001). Location and network effects on innovation success:
Evidence for UK, German and Irish manufacturing plants. Research Policy, 30(4), 643—
661. https://doi.org/10.1016/S0048-7333(00)00098-6

Man, T. W. Y., Lau, T., & Chan, K. F. (2002). The competitiveness of small and medium
enterprises A conceptualization with a focus on entrepreneurial competencies, 17(June
1998), 123-142. Available online: http://ira.lib.polyu.edu.hk/handle/10397/43048
Metekohy, S. (2013). Pengaruh Strategi Resource-Based dan Orientasi Kewirausahaan
terhadap Keunggulan Bersaing Usaha Kecil dan Usaha Mikro ( Studi pada Usaha Jasa
Etnis Maluku ), 11 Q). Available online:
https://jurnaljam.ub.ac.id/index.php/jam/article/view/491

Nadia, N., Aziz, A., & Samad, S. (2016). Innovation and Competitive Advantage :
Moderating Effects of Firm Age in Foods Manufacturing SMEs in Malaysia, 35(October
2015), 256-266. https://doi.org/10.1016/S2212-5671(16)00032-0. Awvailable online:
https://www.researchgate.net/publication/297600604 Innovation_and_Competitive Adv
antage_Moderating_Effects_of Firm_Age_in_Foods_Manufacturing_ SMEs_in_Malaysi
a

Nasution, N. R., Siregar, Z. M. E., & Pristiyono. (2021). The Effect of Job Autonomy on
Employee Innovative Behavior: The Role of Job Satisfaction as Intervening Variable.
Budapest International Research and Critics Institute-Journal (BIRCI-Journal)
Humanities and Social Sciences, 4(2), 2846—2853.

Ng, P. Y., & Hamilton, R. T. (2015). Capabilities, Strategy, and Performance: The Case
of ICT Firms in New Zealand. Journal of Asia-Pacific Business, 16(4), 302-327.
https://doi.org/10.1080/10599231.2015.1091710

OECD. (2001). Enhancing SME Competitiveness, The OECD Bologna Ministerial
Conference. Available online:
https://www.oecd.org/cfe/smes/enhancingsmecompetitivenesstheoecdbolognaministerial
conferencebolognal4-15june2000.htm

Osterle, H., Fleisch, E., & Alt, R. (2001). Business Networking : Shaping Collaboration

141
This work is licensed under a Creative Commons Attribution 4.0 International

License.


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.ijstr.org/paper-references.php?ref=IJSTR-0819-21196
https://journals.sagepub.com/doi/10.1177/0266242610363525
https://doi.org/10.1201/b12285
http://ira.lib.polyu.edu.hk/handle/10397/43048
https://jurnaljam.ub.ac.id/index.php/jam/article/view/491
https://www.researchgate.net/publication/297600604_Innovation_and_Competitive_Advantage_Moderating_Effects_of_Firm_Age_in_Foods_Manufacturing_SMEs_in_Malaysia
https://www.researchgate.net/publication/297600604_Innovation_and_Competitive_Advantage_Moderating_Effects_of_Firm_Age_in_Foods_Manufacturing_SMEs_in_Malaysia
https://www.researchgate.net/publication/297600604_Innovation_and_Competitive_Advantage_Moderating_Effects_of_Firm_Age_in_Foods_Manufacturing_SMEs_in_Malaysia
https://www.oecd.org/cfe/smes/enhancingsmecompetitivenesstheoecdbolognaministerialconferencebologna14-15june2000.htm
https://www.oecd.org/cfe/smes/enhancingsmecompetitivenesstheoecdbolognaministerialconferencebologna14-15june2000.htm

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45,

46.

47.

48.

Between Enterprises. In Business Networking (Second, Re). Springer-V erlag Berlin
Heidelberg GmbH. https://doi.org/10.4324/9781003026549

Oyedokun Akintunde, J., Adele Ademola, H., Ogunkunle Oluwatobi, J., & Adegbile
Aderibigbe, S. (2016). Strategic Influence of Networks on the Innovative Capability
Entrepreneurial Firms. Frontiers of Accountig and Finance, 1(1), 01-07. Available online:
https://pdfs.semanticscholar.org/d308/d3b68eb5211c324aa7441b11b038a75faaal.pdf
Parida, V., Permartin, M., & Frishammar, J. (2009). The impact of networking practices
on small firm innovativeness and performance : a multivariate approach. International
Journal Technoentrepreneurship, 2(2), 115-133. Available online:
http://www.imasdmasmk.es/images/ 119322520121JTE.pdf

Peris-ortiz, M. (2017). Cooperative and Networking Strategies in Small Business. Springer
International Publishing Switzerland.

Porter, M. E. (1990). “Competitive Strategy”., Techniques for Analysing Industries and
Competitors. New York: The Free Press.

Pranowo, A. S., Sutrisno, J., Sulastiono, P., & Siregar, Z. M. E. (2020). The
Entrepreneurial Competency , Innovation Capability , and Business Success : The Case of
Footwear Industry in Indonesia. Quality - Access to Success, 21(178).

Retrieved Oktober, 3 2019 from http://ksp.go.id/presiden-dorong-ikm-kerajinan-dobrak-
pasar-internasional/index.html

Retrieved Oktober, 3d 2019 from
http://www3.weforum.org/docs/gcr2018/05fullreport/theglobalcompetitivenessreport201
8.pdf

Rodriguez, A., & Nieto, M. J. (2010). Does R&D Offshoring Lead To SME Growth?
Different Governance Modes And The Mediating Role Of Innovation. Business,
920(October), 1-43. https://doi.org/10.1002/smj

Salisu, Y., & Bakar, L. J. A. (2022). Technological Collaboration, Technological
Capability And SMEs Product Innovation Performance. 19(2), 1-13.
https://www.researchgate.net/profile/Yakubu-
Salisu/publication/328390242_Technological_Collaboration_Technological Capability
And_Smes_Product_Innovation_Performance/links/5bcaOch7299bf17alc618ced/Techno
logical-Collaboration-Technological-Capability-And-SMES-PRODUCT-Innovation-
Performance.pdf

Schwab, K. (2010). The Global Competitiveness Report. World Economics Forum.

Sipa, M., Gorzen-Mitka, 1., & Skibinski, A. (2015). Determinants of Competitiveness of
Small Enterprises: Polish Perspective. Procedia Economics and Finance, 27(15), 445-
453. https://doi.org/10.1016/s2212-5671(15)01019-9

Siregar, F. M., Siregar, Z. M. E., & Pitriyani. (2021). The Influence of Entrepreneurial
Competence , Motivation and Innovation on SMEs Performance. Budapest International
Research and Critics Institute (BIRCI-Journal): Humanities and Social Sciences, 4(3),
3926-3932.

Siregar, Z. M. E., Sujana, F. R., Pranowo, A. S., & Supriadi, Y. N. (2021). Job autonomy
and innovative work behavior of marketing employees in the automotive industry in
Indonesia: The mediating role of organizational commitment. Quality - Access to Success,
22(180), 97-102.

Siregar, Z. M. E., Supriadi, Y. N., Pranowo, A. S., & Harahap, N. J. (2022). A
multidimensional approach in examining the role of self-efficacy on innovative work
behavior: Evidence from the creative industry. Problems and Perspectives in
Management, 20(2), 588-597. https://doi.org/10.21511/ppm.20(2).2022.48

Siregar, Z. M. E., Suryana, Ahman, E., & Senen, S. H. (2019). Does knowledge
management enhance innovation: A literature review. International Journal of Scientific

142
This work is licensed under a Creative Commons Attribution 4.0 International

License.


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://pdfs.semanticscholar.org/d308/d3b68eb5211c324aa7441b11b038a75faaa1.pdf
http://www.imasdmasmk.es/images/_11932252012IJTE.pdf
http://www3.weforum.org/docs/gcr2018/05fullreport/theglobalcompetitivenessreport2018.pdf
http://www3.weforum.org/docs/gcr2018/05fullreport/theglobalcompetitivenessreport2018.pdf

49,

50.

51.

52.

53.

54,

55.

56.

S7.

58.

59.

60.

and Technology Research, 8(9), 1991-1994.

Siregar, Z. M. E., Suryana, Ahman, E., & Senen, S. H. (2019). Factors influencing
innovative work behavior: An individual factors perspective. International Journal of
Scientific and Technology Research, 8(9), 324-327.

Siregar, Z. M. E., Suryana, Ahman, E., & Senen, S. H. (2020). Knowledge management,
innovation, and firm performance: The case of Batik industry in Indonesia. Quality -
Access to Success, 21(179), 27-32.

Soto-Acosta, P., Popa, S., & Palacios-Marqués, D. (2016). E-
business,organizationalinnovation and firm performance in manufacturing SMEs: an
empirical study in Spain. Technological and Economic Development of Economy, 22(6),
885-904.https://doi.org/10.3846/20294913.2015.1074126. Avalaible online
https://www.researchgate.net/publication/283868906 E-
business_organizational_innovation_and_firm_performance_in_manufacturing_SMEs a
n_empirical_study in_Spain

Suliyanto, Novandari, W., & Suwarno. (2019). The Influence of Market Orientation on
Marketing Performances in Micro Small and Medium-Sized ( MSMEs ) Coconut Sugar
Enterprises : The Role of Innovation. Quality - Access to Success, 20(172), 143-147.
Avalaible online:
https://www.srac.ro/calitatea/en/arhiva/2019/QAS_Vol.20 No.172_Oct.2019.pdf
Tamayo, J. A., Gamero, J., & Martinez-roman, J. A. (2015). Do Innovation and
Cooperation Influence SMEs > Competitiveness ? Evidence From the Andalusian Metal-
Mechanic Sector Empresas de Menor Tamafio. Revista Innovar Journal, 25(55), 101-115.
https://doi.org/10.15446/innovar.v25n55.47226. Avalaible online
https://www.jstor.org/stable/24329648

Tehseen, S. (2018). Impact of network competence on firm * s performances among
chinese and indian entrepreneurs: a multigroup analysis. International Journal of
Entrepreneurship, 22(2), 1-14. Available online:
https://www.abacademies.org/articles/impact-of-network-competence-on-firms-
performances-among-chinese-and-indian-entrepreneurs-a-multigroup-analysis-7368.html
Terziovski, M. (2007). Building Innovation Capability In Organizations : An International
Cross-Case Perspective. London: Imperial College Press.

Udin, U., Dananjoyo, R., & Isalman, I. (2022a). The Effect of Transactional Leadership
on Innovative Work Behavior: Testing the Role of Knowledge Sharing and Work
Engagement as Mediation Variables. International Journal of Sustainable Development
and Planning, 17(3), 727-736. https://doi.org/10.18280/ijsdp.170303

Udin, U., Dananjoyo, R., & Isalman, I. (2022b). Transactional Leadership and Innovative
Work Behavior: Testing the Mediation Role of Knowledge Sharing in Distribution Market.
Journal of Distribution Science, 20(1), 41-53.
https://doi.org/10.15722/jds.20.01.202201.41

Visnjic, I., Wiengarten, F., & Neely, A. (2016). Only the Brave: Product Innovation,
Service Business Model Innovation, and Their Impact on Performance. Journal of Product
Innovation Management, 33(1), 36-52. https://doi.org/10.1111/jpim.12254. Available
online: https://onlinelibrary.wiley.com/doi/abs/10.1111/jpim.12254

Witt, P. (2004). Entrepreneurs’ networks and the success of start-ups. Entrepreneurship
and Regional Development, 16(5), 391-412.
https://doi.org/10.1080/0898562042000188423. Available online:
https://www.tandfonline.com/doi/abs/10.1080/0898562042000188423

Xu, Z., Lin, J., & Lin, D. (2008). Networking and innovation in SMEs : evidence from
Guangdong. Journal of Small Business and Enterprise Development, 15(4).
https://doi.org/10.1108/14626000810917861. Available online:

143
This work is licensed under a Creative Commons Attribution 4.0 International

License.


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.researchgate.net/publication/283868906_E-business_organizational_innovation_and_firm_performance_in_manufacturing_SMEs_an_empirical_study_in_Spain
https://www.researchgate.net/publication/283868906_E-business_organizational_innovation_and_firm_performance_in_manufacturing_SMEs_an_empirical_study_in_Spain
https://www.researchgate.net/publication/283868906_E-business_organizational_innovation_and_firm_performance_in_manufacturing_SMEs_an_empirical_study_in_Spain
https://www.srac.ro/calitatea/en/arhiva/2019/QAS_Vol.20_No.172_Oct.2019.pdf
https://www.jstor.org/stable/24329648
https://www.abacademies.org/articles/impact-of-network-competence-on-firms-performances-among-chinese-and-indian-entrepreneurs-a-multigroup-analysis-7368.html
https://www.abacademies.org/articles/impact-of-network-competence-on-firms-performances-among-chinese-and-indian-entrepreneurs-a-multigroup-analysis-7368.html
https://doi.org/10.18280/ijsdp.170303
https://onlinelibrary.wiley.com/doi/abs/10.1111/jpim.12254
https://www.tandfonline.com/doi/abs/10.1080/0898562042000188423

61.

62.

63.

64.

https://www.emerald.com/insight/content/doi/10.1108/14626000810917861/full/html
Yasin, G., Nawab, S., Bhatti, K. K., & Nazir, T. (2014). Relationship of intellectual
stimulation, innovations and smes performance: Transformational leadership a source of
competitive advantage in smes. Middle - East Journal of Scientific Research, 19(1), 74—
81. https://doi.org/10.5829/idosi.mejsr.2014.19.1.12458

Zaheer, H. (2015). How Do Innovative Digital Start-Ups Achieve Success? Perspectives
of Australian Founders. Retrieved from
https://www.researchonline.mq.edu.au/vital/access/services/Download/mq:47062/SOUR
CE1?view=true

Zeng, S.X., cX. M. X., & Tam, C. M. (2010). Relationship between cooperation networks
and innovation performance of SMEs. Journal Technovation, 181-194.
https://doi.org/10:1016/j.technovation.2009.08.03. Available online:
https://www.sciencedirect.com/science/article/pii/S016649720900131X

Zuliarni, S. (2014). Analisis Kreatifitas dan Inovatif Pengusaha Industri Kreatif Sub Sektor
Kerajinan di Pekanbaru.. Jurnal Aplikasi Bisnis, 4(2), 110-123. Available online :
https://docplayer.info/30641058-Analisis-kreatifitas-dan-inovatif-pengusaha-industri-

kreatif-sub-sektor-kerajinan-di-pekanbaru-sri-zuliarni-1.html

144
@ This work is licensed under a Creative Commons Attribution 4.0 International

License.


http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.emerald.com/insight/content/doi/10.1108/14626000810917861/full/html
https://www.sciencedirect.com/science/article/pii/S016649720900131X
https://docplayer.info/30641058-Analisis-kreatifitas-dan-inovatif-pengusaha-industri-kreatif-sub-sektor-kerajinan-di-pekanbaru-sri-zuliarni-1.html
https://docplayer.info/30641058-Analisis-kreatifitas-dan-inovatif-pengusaha-industri-kreatif-sub-sektor-kerajinan-di-pekanbaru-sri-zuliarni-1.html

6.Bukti Diterima Untuk Publish

v @ (64 WhatsApp X M [UBE] Business Netwerking, Inn X + - X

€ 5 @ 2 mailgoogle.com/mail/u/2/#inbox/FMfcgzQVwnXcQulwifzmZIkGKkmjbdvf

]

= M Gmail Q, Search mail

¢« 8 0 @ & 0 & m D i

S

Compose
[IJBE] Business Networking, Innovation, and Firm Competitiveness: The Case of a8 @
Inbox 3 Handicraft Industry in Indonesia inbex =

Starred
Mrs Rulyanti Susi Wardhani rulyanti@ubb.ac id via sv1234.main-hosting.eu © Wed, May 29, T123PM (Tdaysage) ¢ @ € 3 @

Snoczed to me, Siham, Meindro, Dewi +

Sent Dear Yayan Hendayana

Universitas Bhayangkara Jakarta Raya
We want to thank you for your trust in sending us the article entitled:

oDV ex®xa

Drafts

<

More
Business Networking, | ion, and Firm Competiti

The Case of Handicraft Industry in Indonesia +
Labels + Based on the resulls of the editorial board meeting regarding the above
article which was carried out in accordance with standard procedures in the

Integrated Journal of Business and Economics (IJBE), we have decided that
the article is worth publishing in Velume & Number 2 (2024).

Therefore, we inform you of several obligations that must be fulfilled by

the author.

1) The auther pays an article contribution amount of Rp. 1,750,000

2)  Payment can be made via transfer to a Bank Rakyat Indonesia account with

account number 006301023311509 a.n. Anita

3)  Transfer slip can be emailed to rulyanti@ubb.ac id or via WhatsApp to

number 08127873601 by screenshotting the proof of transfer.

4)  Payment must be made no later than 12 Juni 2024. If payment has not been >

J29 (o) [=f " e (0] a G @ m @ © m M 9 X ide daftar pantauan A & @ 7z ) :};?2:2’: =]



7. Bukti LOA

AN » NNV 200D FIAM A8 .

ANTEGRATED JOURNAL os BUSINESS ANWONQMIC&

<t

k.mqaus Terpadu UBB Gedung Tmub ll Fakultas Ekonomi Kecamatan \!mu.uuz.
Kabupaten Bangka, Provinsi Kepubuan Bangka Belitang 33172
Telp (0717 7 4260030. 4260031 Email: ijbe Seubbix gmail cam

hitps:ojs.ijbe-research.com/index php' UBE index

LETTER OF ACCEPTANCE
IWJRE2024

Bangka, May 29* 2024

Dear Yayan Hendayana
Universitas Bhayangkam Jakarta Raya
We want to thank you for your trast in sending us the article entitled:
Business Networking, lunevation, and Firm Compctitiveness:
The Case of Handicraft Industry in Indosesia

Based on the results of the editorial board mecting regarding the above article which was
carried out in accordance with standard procedures in the Integrated Journal of Basiness and
Economics (UBE), we have decided that the antxcle is worth publishing in Velume 8 Number
212024y

Thank you for your countnbution, the sechmcal 1ssues about the publication will be informed
later.

umn in Cloef
Trsdeygrat and Ecenomics (URE)

Dr Rulysotir Sy Wanllas, S E. MS0



8. Bukti Invoice

Bl o JE09-1300 Foddn o JRdR el

IHTEGHATED JﬂUFI‘iAt OF EUS?HE.:-S AH H‘:ﬂﬂﬂlcﬁ

F.'.:lpu.u Tearpada UH.E Credung T.-:uh 11 Fakoubies Ekonom i Kﬂ:-:u.n.l:l L-h'a.'m.n;.
K abapaten Bangia, Proviesi Kepuloon Bongin Bel song 33072
Toellp (0717 p 4280030, 43 S003 ] Fonail - e fisubib iz mil oo
e o i e e b ool e jpebapf] TR e

ISAOICE
LB EShiy

Bangka, May 290 2084

Dear % evan Hendayana
LLimi versiias Bhayangiar Jakoma Raya
We wan o thank you foryour e in sending o ghe amicle cmnl ad:

Busines Nemworking, Innovatl on, and Firm Oam pe i ven s
The Cawe ol Hand beraft Indusiry in Ind snesia

Baxed om ihe resols of #he edioniol boord mesting regasding ghe aghove amide which was
mmied ool in accordance with standasd peocedwes in e Inegmied Jowral of Basinss and
Fomomics (B E}, we hove dacided than she amicle i 5 wosth pobl shing in Velome 3 %umber
2 {a4)

Theereficae, we i nitrm voo of several obl iz ions dat s e folfilled by g oodor

Iy The obor pays am omicle oomniba ion o oo of Rpe 1,730,000

3y Poymend con e made v imrsfer 1o o Bonk Rabyasl Indomes i aocoami wi sh aec ount
e O0G30] 3R] 1309 an. Ao

3y Trarsier slip con be emmiled o molvemifobbacid or via WhalsApp o meemher
OE [ ITETI&0] by soreershon ing the ponol of mrsfer.

4y Poymend meest be made no lier ghan 12 Joni S0 [ paymen has not bean made by
tha dase, i will be wisthdroon fom she poblicotion process and replaced by anosher
mnicle

T i e i oreret o re ganding ghe 1 TBE joummal payenen corsnibation, we shani yoo 6 your
e S A [P o

Ediior in Clhief
Integeal ipess aind Ecoormes [ LJAE)




9.Bukti Pembayaran

Transaksi Berhasil
03 Juni 2024, 10:45:26 WIB

Total Transaksi

Rp1.750.000

No. Ref 692370019878

Sumber Dana

YAYAN HENDAYANA
Q BANK BRI

0814 ***» »x#x 535

Tujuan

ANITA
A BANK BRI
0063 0102 3311 509

Jenis Transaksi Transfer Bank BRI
Catatan -
Nominal Rp1.750.000
Biaya Admin RpO
INFORMASI:

Biaya Termasuk PPN (Apabila
Dikenakan/Apabila Ada)

PT. Bank Rakyat Indonesia (Persero) Tbk.
Kantor Pusat BRI - Jakarta Pusat

NPWP : 01.001.608.7-093.000

© 2023 PT. Bank Rakyat Indonesia (Persero), Thk.
Terdaftar dan diawasi oleh Otoritas Jasa Keuangan



10. Bukti Sudah Publish

v @ Integrated Journal of Business . X + = X
« > C 23 ojs.ijbe-research.com/index.php/IJBE/index Q & l&

EFISSN: 2549-3280 P-1SSN : 2549-5933

W/ & e
T UL TR
HOME ABOUT USER HOME SEARCH CURRENT ARCHIVES

Editorial T
Home > Vol 8, No 2 (2024) itorial Team

Integrated Journal of Business and Economics n
-ocus and Scope

ournal Title Integrated Journal of Business and Economics

Online: 2549-3280 | | Print: 2549-5933

Prefix 10.33019 by Crossref

Author Guidelines

Publication Ethics

Rulyanti Susi Wardhani 1JBE Open Access Policy
Universitas Bangka Belitung INTEGRATED JOURNAL

3 OF BUSINESS AND &
3issues per year ECONOMICS Peer Review Process

DOA] | | Google Scholar | | Garuda
Online Submission

Author(s) Fee

TEMPLATE ARTIKEL

Homepage: https://ijbe-research.com

\IBE Jour,

freely able e
exchange of knowledge. Base on Director General of Higher Education,
Research, and Technology of the Republic of Indonesia 158/E/KPT/2021
IJBE get ranked 2 accredited (SINTA 2) status until 2024.

L O H =w @

[ Y —————

s
0 Q 2 m (T} E ? 28°C Hujanringan A & @ 7z Q) 17(;;/.;::: =]

v @ Integrated Journal of Business - X + - X
2 S 25 ojs.ijbe-research.com/index.php/IJBE/index Q ¥ & l&
lpcrossrer lwgoogie lp.garuaa > My Profile

DIRECTORY OF
OPEN ACCESS
JRNALS

JOURNAL CONTENT

Vol 8, No 2 (2024): Integrated Journal of Business and Economics

Search Scc
All o
Table of Contents Search

1JBE Journal

Business Networking, Innovation, and Firm Competitiveness: The Case of Handicraft Industry
in Indonesia

Corporate Social Responsibility Disclosure During Pandemic: What Does the Female
Supervisory Board Do?

10:10 AM
7/9/2024 E

o
(e]
o
3

? 28°C Hujanringan A € & 7z )

LINK DOKUMEN PUBLIKASI :

https://ojs.ijbe-research.com/index.php/IJBE/article/view/924



https://ojs.ijbe-research.com/index.php/IJBE/article/view/924




