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ABSTRACT

This study is to analyze the improving of the success of innovation and Batik SMEs performance 
by entrepreneurial networking quality, the quality of entrepreneurial trusting, co-creation, and 
entrepreneurial orientation. The respondents in this study were 63 owners or the managers of Batik 
SMEs in Solo, Indonesia. SEM-PLS was used as analysis equipment and WARLPPls version 5 was 
used to analyzing the data. The result of the study showed that, first, the improvement of success 
on innovating was only significantly by the quality of entrepreneurial networking and the quality 
of entrepreneurial trust, while entrepreneurial orientation and co-creation were not able to improve 
the innovation successful. Secondly, the performance of Batik SMEs could improve significantly 
when it was influenced by the quality of entrepreneurial networking, co-creation, and the success of 
innovation, while the entrepreneurial orientation and the quality of entrepreneurial trust could not 
improve the performance of Batik SMEs significantly.
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INTRoDUCTIoN

Since 2009, Batik was acknowledged by UNESCO as World Culture Heritage from Indonesia 
(Budiono & Aryanto, 2010) and Batik belongs to 14 categories of creative industry. The art of Batik 
becomes the identity and the local symbol in Indonesia (Ismail, 2015). At the beginning, Batik was 
known as an ancient method of textile decoration practiced all around Asia since prehistory and the 
name of Batik is adopted from Indonesian (Haake, 1989). In advance, its designs and motives are 
developing. Every region has its own unique motives and designs. The regions which produce Batik 
such as Pekalongan, Solo, Yogyakarta, Ciamis, Banyumas, Indramayu, Lasem, Tasik dan Sragen.

The entrepreneurs of Batik try to innovate in order to follow the advanced era and consumers 
demand. The customers have changeable and unpredictable desire and needs, and they demand 
something new. Therefore, innovation is the main dynamic ability to face the fast changing of 
environment (Camps & Marques, 2014) and as the most vital thing for the life of SMEs in Indonesia.

In some literatures, innovation is very important for company. Innovating happens in many 
forms, such as in design, product, marketing technique, prize, service, organization or method used 
by the management (Drucker, 1954). The innovation of the product is an important factor to measure 
the success of a new product (Bao et al., 2012). The successful SMEs in building innovation will 
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create unique positioning (Im & Workman, 2004) and improve the performance (Ardyan, 2016). 
This innovating ability will make the performance of the company improve (Low et al., 2007; Mu 
et al., 2007).

Business networking is very important in a company. The concept of business networking is very 
important, despite the less development of it (Ford & Mouzas, 2013). Business networking refers to 
conscious effort of the actor in changing or developing the interaction process or relation structure he 
involves in. Networking is the nucleus of management in business landscape (Ford & Mouzas, 2010; 
Henneberg et al., 2010). Networking is important in improving the interaction among related actors 
(Ford & Mouzas, 2013). The actors may include government, industry, university, and others. Building 
a strong business networking will give impacts toward the promoting of business development (Sato, 
2000). The networking which relates university, industry, and government (triple Helix) can influence 
innovation strategy (Erosa, 2012) and the performance of business (Purwaningrum et al., 2012).

In SMEs, performance formed from some ways. There are 3 importance variabel that influence 
SMEs performance, i.e.: (1) how to build the quality of entrepreneurial networking and the quality of 
entrepreneurial trusting. The importance of networking in SMEs has been written by some writers, 
considering the need of SMEs to acquire access into other organization’s resources (Partanen et al., 
2008; Tikkanen, 1998) and the ability to improve the performance (Ahuja, 2000; Nurhayati, 2009; 
Stam & Elfring, 2008). (2) is able to conduct co-creation. Co-creation is an action to create a value 
collectively between company and the other stakeholders. This ability of creating collectively can 
improve the work (Chuang & Lin, 2015; Grissemann & Stokeburger-Sauer, 2012; Nysveen & Pedersen, 
2014; Wang & Wu, 2013). (3) has entrepreneurship orientation. In some studies, the entrepreneurship 
orientation will influence the performance, especially SMEs (Arif et al., 2013; Soininen et al., 2012). 
However, there is contradiction of the result of those studies. There is also a study which explains 
that entrepreneurship orientation does not have impact on the performance (Baker & Sinkula, 2009; 
Sciascia et al., 2014).

The aims of this study are as follows:

1.  To examine the impact of the quality of entrepreneurial networking on the innovation successful.
2.  To examine the impact of the quality of entrepreneurial trusting on the innovation successful.
3.  To examine the impact of the quality of entrepreneurial networking on the SMEs performance.
4.  To examine the impact of the quality of entrepreneurial trusting on the SMEs performance.
5.  To examine the co-creation on the innovation successful.
6.  To examine the co-creation on the SMEs performance.
7.  To examine the entrepreneurial orientation on the innovation successful.
8.  To examine the entrepreneurial orientation on the SMEs performance.
9.  To examine the innovation successful on the SMEs performance.

LITERATURE REVIEw

The Quality of Entrepreneurial Networking
At the beginning, the theory of social networking was used on social psychology (Schoenherr et al., 
2015). The theory of social networking discusses the connectivity and relation in social structure. 
The theory of social networking considers social relation in term of node and relation (Wasserman 
& Faust, 1994). Node is actors including individual, group, organization, and society in a network 
(Katz et al., 2004), while relation is related to the relation among the nodes. The relation among the 
actors can be categorized into communication ties, formal ties, affective ties, proximity ties, cognitive 
ties (Katz et al., 2004). Gronavetter (1973) explained that network ties consist including strong ties 
and weak ties. Strong ties is defined as a strong tightness in a relation between individual, relatives, 
and closed friend (Granovetter, 1983). Furthermore, Granovetter (1983) mentioned that the strong 
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tightness shows some key characteristics between the related sides including the frequent interaction, 
the long history, intimacy and sharing, feedback of exchanging which enables sharing secrets one 
another and interaction based on trust. The weak relation refers to new friends and ordinary friends 
compared to closed friends (Granovetter, 1983). Its relation is not closed.

Gould and Penley (1984) defined network as the practice of system development or contact 
network both from the inside and the outside of the organization, which gives relevant career 
information and individual support. Michael and Yukl (1993) focused on the attitude in building the 
network, while networking behavior is defined as an attitude in building the informal relation among 
the individuals inside or outside the company. Orpen (1996) explained that network is used to build 
relation. Michael and Yukl (1993) explained that network is functioned for information exchanging, 
influence exchanging, and partnership. Other various studies explain that network is functioned 
for career success (Gould & Penley, 1984; Langford, 2000; Shortland, 2011). Kase and Liu (1996) 
considered network based on the idea that a relation is an effectiveness in communicating complex 
information, signal sensing, and knowledge transfer.

In this study, we focused on the concept of entrepreneurial networking quality. The quality of 
entrepreneurial network is used to see the grade of the network in the context of SMEs. The quality of 
the entrepreneurial network is association from some individuals or organization communicating one 
another to produce mutual benefits (Nurhayati, 2009). The indicator of the quality of the entrepreneurial 
network are work networking with loyal suppliers, work networking which gives additional values, 
qualified work networking, and work networking with profession organization (Gulati et al. (2000); 
Kasa (2007); Nurhayati (2009)).

The Quality of Entrepreneurial Trust
Nahapiet and Ghoshal (1998) divided social capital into three dimensions including relational, 
structural, and cognitive. Relasional dimension is a degree of interaction and the quality of social 
relation (Jones, 2005). Structural dimension can be categorized as networking, configuration, the 
stability among the actors and the rule of networking. Cognitive dimension is in form of norms, value 
evaluation, attitude and relation of the members of the network, trust, or perception of organization 
support, two sides relation between the members, sharing information and trust from one to another. In 
this study, the dimension of social capital is the quality of the entrepreneurial network and the quality 
of entrepreneurial trust. The social capital as network and trust has important role in improving the 
performance (Ahuja, 2000; Stam & Elfring, 2008).

The second dimension of social capital discussed in this study is the quality of the entrepreneurial 
trust. Trust is a dynamic aspect in the relation among peoples (Flores & Solomon, 1998). This study 
sees the quality of trust in the context of entrepreneurhip. The quality of the entrepreneurial trust is 
defined as the trust of the partner will conduct action that brings the company into certain benefit 
(Nurhayati, 2009). The indicator of the quality of the entrepreneurial trust are trusted by supplier, 
trusted by investors and financial organization, and trusted by (Kasa (2007); Nurhayati (2009)).

The previous studies explained that the higher social capital is the higher innovation grade 
(Coleman, 1988; Knack & Keefer, 1997; Putman, 1993). Tsai and Ghoshal (1998) investigated the 
impact of social capital towards the internal function of company, focusing on how far social capital 
facilitates the ability of the company to create value by innovation. Bhat (2005) thought that social 
capital influences the process of innovating. Martinez-Canas et al. (2012) examined the role of 
knowledge aquitition between social capital and inovation. This study examined 214 companies in 
Spain located Science and Technology Park (STPs). The result showed that when it is seen directly 
without considering the moderation variable, social capital influences positively and significantly 
on innovation. The result of Tsai et al. study (2013) shows that social capital dimension (trust and 
sharing) can improve the will to do innovating. Some experts explain that the role of social capital 
on innovation is caused by the higher of social capital so it can reduce the cost of transaction among 
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the actors, to reduce the cost of searching and information, bargaining the cost, and the decision of 
the cost (Landry et al., 2002; Maskell, 2000).

Sanchez-Famoso et al. (2014) examined 172 family companies in Spain. From those companies, 
it was divided into two types of respondents. They are non-family members and family members. 
The result of this study showed that social capital from family members gave positive impacts 
significantly on innovation, while social capital from non-family members has positive impacts but 
it is not significant on innovation. Luo et al. (2004) conducted research on 262 companies operating 
on some metropolitan cities in China. This research examined the influence of relational resources 
on the work. One of the relational resources is social capital. In this study, social capital is divided 
into two dimensions. They are business partnering and governing-agency. This research showed that 
both of the dimensions of social capital will improve the work of the company (especially on the 
growth of the sale).

Entrepreneurial orientation
Some previous researches explained that entrepreneurial orientation will increase the success in 
conducting innovation (Avlonitis & Salavou, 2007; Covin & Slevin, 1991). In the research conducted on 
the SMEs in Greece, Salavou and Lioukas (2003) found that the technology posture and entrepreneurial 
orientation will increase the product innovation radically compared to incremental innovation. The 
organization orienting on entrepreneurship in innovative form, is dare to take the risks and always 
tries to produce new products through proactive attitude in order to catch the chance of the market 
(Covin & Slevin, 1989; Wiklund & Shepherd, 2005). Miller et al. (1982) thought that innovation 
of the product needs the company’s taking risks and being proactive. In the study conducted by 
Miller and Friesen (1982), they thought that the innovation happens when taking risks is considered 
in the strategy of the company’s products. Some literatures analyzed the positive results between 
entrepreneurial orientation and the work, both in the work of business and company (Li et al., 2009; 
Matsuno et al., 2002). For more specific, some experiments explained that entrepreneurial orientation 
can improve the performance of SMEs (Arif et al., 2013; Soininen et al., 2012).

Co-Creation
Co-creation is collective participation between the consumers and the producers to create the value 
in the market (Swass, 2010). Including the consumers into the collective creating is an important 
strategy to satisfy the demand of product personalization and to create the excellent of product (Zhang 
& Chen, 2008). The creating value focuses on how the company motivates the consumers to design 
the product and services collectively and conducting innovation (Lehrer et al., 2012). Co-creation 
is related to collective creating and the value evolution with some individuals through interaction 
(Prahalad & Ramaswamy, 2004b)

The changing of the technology, competing and the demand of the customers fundamentally 
changes the way of the business to operate. Traditionally, the way for business centralized in the 
company (Prahalad & Ramaswamy, 2004b). The strategy of creating the traditional value loses the 
utility in the developing economy (Lehrer et al., 2012). The company allocates the focus from the 
improvement of internal efficiency into the utilization of external resources, especially the customers, 
in order to get the new competitive excellention in new economy (Prahalad & Ramaswamy, 2004b; 
Zhang & Chen, 2008).

Innovation Successful
Innovation becomes the foundation of the success of the SMEs. Innovation becomes the source of 
excellence when competing with a business (Schumpeter, 1934). At the beginning, innovation is only 
possessed by big companies because the research and development cost is great in amount and only 
the big company can finance for it (McDermott & Prajogo, 2012). Oke et al. (2007) explained that 
innovation in SMEs is incremental innovation compared to radical innovation. Innovation focuses 
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on the development of the new products (Mu et al., 2007). The company is considered as being able 
to innovate if the company is successful in implementing creative idea into the products or services 
(Amabile et al., 1996). Khin et al. (2010) thought that a product is called innovative if the consumers 
get some new benefits from the design, function, and the new features. Janssen et al. (2015) explained 
innovation into two words, novelty dan newness. Innovation means that her is something new applied on 
process, products, and idea (West, 1990). In this study, the success of innovating can be defined as the 
success of the SMEs in implementing creative idea in order to create new process and final products.

The SMEs Performance
The high performance is one of success which is desired by many organizations. There are many 
academic interests in measuring the performance of SMEs and trying to identify the important factors 
of their success.

There are some studies measuring the performance of SMEs and the performance of the SMEs is 
adopted from the business performance. The measurements of the performance of the SMEs including 
profitability, growth (revenue growth, growth potential, enterprise growth), market development, 
net sales revenue increased sales, increased market shares, satisfaction, return on investment (ROI), 
reaching financial goal, relative finance and relative non-finance, top management’s satisfaction with 
overall performance last year, market share overall performance relative to major competitors last 
year, and overall performance of the last year (Bakar et al., 2014; Minchna, 2009; Naude et al., 2014; 
Nedzinskas et al., 2013; Omerzel & Antoncic, 2008; Sok et al., 2013; Zheng et al., 2009). There are 
also those consider finance ratio as the measurement of SMEs performance (Voulgaris et al., 2000)

In this study, the measurement of the SMEs performance focuses on the growth. The growth can 
be seen from many ways. Robson and Bennett (2000) measured the growth into three measurements 
including the percentage of change in the work, the change of percentage of profitability of the 
employees. Another experts see the growth through the growth of sale, market segment (Zheng et 
al., 2009), the growth of the company (Bakar et al., 2014), and others. In this study, the indicator of 
SMEs performance is the growth of sales and profitability.

HyPoTHESIS

Relationships are illustrated in Figure 1.

Figure 1. Empirical research model
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The Relation between Entrepreneurial Networking Quality, 
Innovation Successful, and The Performance of SMEs
Networking and Innovation cannot be separated. Kase and Liu (1996) explained that innovation needs 
the complexity of the network of relation between personal and group. Networking can bring various 
information exchange, influence exchange, and friendship (Michael & Yukl, 1993) which can bring 
creative ideas to build the success of innovating. Seufert et al. (1999) explained that there is integration 
between networking and knowledge management. Knowledge will be created and transferred into 
a network which will bring fresh ideas and concepts to create innovation. Network will bring new 
technology functioned to change the product, process, or service into something new. Network also 
can allocate the scarce resources (Cornelli & Aldreich, 2001) which can create different product 
compared to the competitors. Chiu (2009) explained that entrepreneur which is able to build network 
will increase the work of innovation. Network has important roles if someone has interest in the 
entrepreneurial activity (Martinez & Aldrich, 2011) which can produce idea, process or new product.

Various researches explained that network can improve the performance (Lamprinopoulou & 
Tregear, 2011). The entrepreneurs which can build qualified network, will create a long-term relation 
with business relation. This long term relation will improve the work. Luo et al. (2004) conducted 
researches on 262 companies in some metropolitan cities in China. This research examined the impact 
of relational resources on the performance

Schumpeter (1934) thought that innovation is urging factor for the work. McDermott and Prajogo 
(2012) considered that Schumpeter’s concept (1934) has not been clear yet because the concept is 
only for big companies. To see if the innovation as urging factor, especially SMEs performance, so 
the idea of Oke et al. (2007) is needed, that the researchers must see the type of innovation. The 
company will grow and develop if it can introduce new products. Various researches explained that 
the success in conducting innovation will influence the work (Ardyan, 2016; Avlonitis & Salavou, 
2007; Bhat, 2005; Eris et al., 2012; Han et al., 1998; Matear et al., 2002).

From the above explanation, there are some hypothesis proposed as follows:

H1: The quality of entrepreneurial networking gives positive and significant impacts on the innovation 
successful

H2: The quality of entrepreneurial networking gives positive and significant impacts on SMEs 
performance

H3: The innovation successful gives positive and significant impacts on SMEs performance

The Relation between the Quality of Entrepreneurial Trusting, 
Innovation Successful, and Performance of SMEs
The result of Tsai et al. study (2013) showed that the dimension of social capital (trust) can improve 
the will to do innovation. Some experts explained that the role of trust on innovation is caused by the 
higher of trust so it can reduce the cost of transaction among the actors, reducing the cost of searching 
and information, prize bargaining, and cost decision (Landry et al., 2002; Maskell, 2000). The trust 
towards the suppliers, partner at work, clients, government, and another business units will give 
contribution (Tsai & Ghoshal, 1998). The higher trust will be the lower cost of monitoring toward the 
cheating partner. The lower monitoring is enabled to make further cooperation projects to innovate.

Trust is a conviction possessed by the company which shows that partner will do some actions 
enabling the company achieving certain benefit (Anderson and Narus, 1990). The improvement of 
trust will improve the SMEs performance (Nurhayati, 2009).

From the above explanation, there are some proposed hypothesis:

H4: The quality of entrepreneurial trusting gives positive and significant impacts on the innovation 
successful.
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H5: The quality of entrepreneurial trusting gives positive and significant impacts on the performance 
of SMEs

The Relation between Entrepreneurial orientation, Innovation 
Successful, and The Performance of SMEs
Basically, the company orienting on entrepreneurship will be able to improve the innovation of the 
products (Avlonitis & Salavou, 2007). Miller and Friesen (1982) thought that the company orienting 
on entrepreneurship, different from the conservative company, innovates bravely and regularly when 
taking big risks for their market strategy of market. The company must be proactive to supply the 
needs of the consumers, so the company will make some innovation of products for the consumers. 
The entrepreneurial orientation will make the company to make penetration in (Zhou et al., 2005). 
Lower product innovation comes from the lower entrepreneurial orientation, while higher product 
orientation comes from higher entrepreneurial orientation (Avlonitis & Salavou, 2007)

Some researchers explained that there is relation between entrepreneurial orientation and the 
work. At the beginning, the concept of model which explains the relation between entrepreneurial 
orientasion and work was made by Covin and Slevin (1991). Wiklund and Shepherd (2003) found a 
strong correlation between entrepreneurial orientation and the performance. Keh et al. (2007) found 
that entrepreneurial orientation can improve the performance of the company, especially SMEs. The 
relation between entrepreneurship and the performance will increase time by time (Wiklund, 1999). 
Covin et al. (2006) thought that the effectiveness of right EO is measured using the criteria reflecting 
the success of the company to realize the entrepreneurial chance into the growth of the company. 
The company with aggressive competitive orientation will have an ability to revise the competition 
rules, define the limitation of the competition, achieving the market position. This action enables 
the company to get the market segment and surpassing the competitors (Lumpkin & Dess, 2001; 
Zahra & Garvin, 2000)

From the above explanation, there some proposed hypothesis:

H6: The entrepreneurial orientation gives positive and significant impact on the innovation successful
H7: The entrepreneurial orientation gives positive and significant impact on the performance of SMEs

The Relation between Co-Creation, Innovation 
Successful, and Performance of SMEs
In this era, the consumers begin move to the company and efficiency focus towards the consumers’ 
experience, for example, by doing collective creation to create value (Prahalad & Ramaswamy, 
2002). This is caused by the collective creating in innovating (Chen et al., 2011). Wang and Wu 
(2013) examined the impacts of dimension of collective creating (sharing knowledge) on the work. 
The customers agree to share information and technology with the supplier, the supplier can more 
understand the needs and the problems of the customers, which becomes the basic to improve 
the customers satisfaction (Narver & Slater, 1990). Through intensive interaction and knowledge 
exchanging, the supplier can integrate the comment and the suggestions of the customers into the 
process of production and make needed modification. As the result, sharing the knowledge of the 
customers can reduce the respondents’ time to respond, lower transaction cost, and causing more cutting 
of cost (Carr dan Pearson 1999). The result of Wang and Wu research (2013) explained that sharing 
knowledge has positive and significant impacts on the work, seen from collective creating between 
the producer and the supplier or the producers and the consumers. Other experts have explained that 
the role of collective creating on the dimension of performance (Chuang & Lin, 2015; Grissemann 
& Stokburger-Sauer, 2012; Nysveen & Pedersen, 2014)

From the above explanation, there are some proposed hypothesis:
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H8: Co-creation gives positive and significant impacts on the innovation successful
H9: Co-creation gives positive and significant impacts on the SMEs performance

RESEARCH METHoDoLoGy

Collecting the Data and Sample Profile
This study chose Batik SMEs because Batik is one of culture heritage acknowledged by the world so 
we must protected. The sample of SMEs in this study is Solo (Kampung Laweyan and surrounding). 
Kampung Laweyan is one of the clusters of Batik producers known by surrounding area in Indonesia. 
This study made survey to the owners or the management of Batik SMEs.

There were 150 questionnaires and only 63 questionnaires which returned and could be analyzed 
furthermore (responds rate 42%). The average length of Batik SMEs is around 10.4 years. From the 
63 respondents, there were 24 male respondents and 39 female respondents. Most of the respondents 
have bachelor degree (34 respondents). This is Table 1 of respondents characteristics.

Measurement
There were 6 construct used in this study: The quality of entrepreneurial networking, the quality of 
entrepreneurial trust, collective creating, entrepreneurial orientation, innovation successful, and SMEs 
performance. All the constructs were measured by seven-point Likert scales (1= strongly disagree; 
7=strongly agree).

The quality of entrepreneurial networking is associations from some individuals or organization 
communicating one another to produce mutual benefits (Nurhayati, 2009). The indicator of the quality 
of the entrepreneurial network are work networking with loyal suppliers, work networking which 
gives additional values, qualified work networking, and work networking with profession organization 
(Gulati et al. (2000); Kasa (2007); Nurhayati (2009)).

The quality of the entrepreneurial trust is defined as the trust of the partner will conduct action 
that brings the company into certain benefit (Nurhayati, 2009). The indicator of the quality of the 
entrepreneurial trust are trusted by supplier, trusted by investors and financial organization, and 
trusted by (Kasa (2007); Nurhayati (2009)).

Co-creation is collective participation between the consumers and the producers to create the value 
in the market (Swass, 2010). The indicators of collective creating is intensive interaction, involving 

Table 1. Respondents profile

Characteristic Number Percentage

GENDER

Male 
Female

24 
39

38.10% 
61.90%

EDUCATION

    High School 
    Bachelor

29 
34

46.03% 
53.97%

THE LENGTH

    1 – 5 years 
    6 – 10 years 
    More than 10 years

9 
24 
30

14.29% 
38.10% 
47.62%
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consumers, synchronizing decision, and transparence (Chuang and Lin (2015); Liao and Kuo (2014); 
Prahalad and Ramaswamy (2004a); Yi and Gong (2013); Zhang and Chen (2008)).

Entrepreneurial orientation from a company is identified as a company involved in technology 
innovation, conducting a risked efforts, and pursuing the proactive chance (Miller & Friesen, 1982). 
The dimension of entrepreneurial orientation is risk taking, innovativeness, and proactive (Covin & 
Slevin, 1989).

Innovation successful is the success of SMEs in doing innovation in the process or the final 
product. The success indicator of innovating is the success in applying new idea, creative in using 
the method in production process, the success in creating something new, and being able to offer new 
product as the first (Calantone et al., 2002).

Performance of the SMEs is the measurement of success achieved by SMEs in form of financial 
and non-financial. The indicators of SMEs performance are sales growth and overall profitability 
growth (Lindblom et al. (2008); Omerzel and Antoncic (2008))

The Data Analysis
To analyze the data in this study, we used SEM-PLS with WarlpPLS version 5.0 used as supporting 
equipment in analyzing the data. The reason of using SEM-PLS is because the sample is relatively 
small in number like 63 owners or managers of Batik SMEs.

Reliability and Validity
The test of reliability was by composite reliability and Cronbach alpha while the test of validity used 
convergen (AVE and loading factor). The instrument is said reliable if the score of composite reliability 
and Cronbach alfa more than 0.60. The instrument is said valid if the value of the factor loading more 
than 7 and the score of AVE is more than 0.5. Table 2 shows that all the qualifications of validity and 
reliability have been fulfilled, therefore we can conclude that the instruments are reliable and valid.

Goodness of Fit
Model fit shows if the model of the research has been fit with the data of the research. There are 5 
measurements showing that the model has been fit with the data. They are Average Path Coefficient 
(APC), Average R-Square (ARS), Average Adjusted R-Square (AARS), Average Block VIF, and 
Average Full Collinearity VIF (AFVIF). Table 3 describes that the model has good goodness of fit 
because the score of each indicator of goodness of fit shows is above the qualification.

The Results and Discussion
See Table 4 above. The quality of entrepreneurial networking can improve the innovation successful 
significantly (B= 0.294; p<0.05). H1 is accepted. The result of this study is similar with the previous 
study which said that the quality of entrepreneurial networking can improve the success of innovation 
(Ahuja, 2000; Landry et al., 2002; Vandekerkhove & Dentchev, 2005). The quality of entrepreneurial 
networking is shown by the strong relation among the sides of a networking. This strong relation 
causes knowledge transferring is easily between those involving in the networking. If it is synergized, 
it can create ideas, skills, and supporting financing. The uniting of ideas, skill and financing can 
produce radical penetrations (Subramaniam, 2005). Zacca et al. (2015) explained that the capability 
of networking will create knowledge which gives impacts on innovation.

The quality of entrepreneurial gives positive and significant impacts on SMEs performance (B= 
0.248; p<0.05). So, H2 is accepted. The SMEs which can build qualified networking, can create long 
term relation with business partners (Lamprinopoulou & Tregear, 2011). This long-term relation 
can improve the work. Basically, the good networking will give benefit in form of information and 
resources which give ability in making business decision and motivating the work (Spreitzer, 1996). 
The resources will improve the excellention of competition and the work of a business (Khayesi & 
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George, 2011). So, it can be concluded that the quality of entrepreneurial networking will improve 
the SMEs performance significantly.

Innovation successful has positive and significant impacts on the work of SMEs (B= 0.201; 
p<0.05), so H3 is accepted. The result of this study is similar with the previous study (Ardyan, 
2016; Avlonitis & Salavou, 2007; Bhat, 2005; Eris et al., 2012; Han et al., 1998; Matear et al., 2002). 
The ability of the SMEs in applying new idea, creative in using the method of production process, 
successful in producing something new, and can offer new product at first turn (Calantone et al., 

Table 2. The result of relizability and validity test

Variable Indicator Loading Factor Composite Reliability Cronbach Alpha AVE

The quality of 
entrepreneurial networking

KJW1 0.800 0.838 0.741 0.564

KJW2 0.729

KJW3 0.769

KJW4 0.703

The quality of 
entrepreneurial trusting

KKW1 0.772 0.864 0.790 0.615

KKW2 0.742

KKW3 0.862

KKW4 0.757

Innovation Successful KI1 0.783 0.864 0.789 0.613

KI2 0.823

KI3 0.758

KI4 0.767

Entrepreneurial orientation OK1 0.925 0.957 0.933 0.882

OK2 0.946

OK3 0.946

Co-Creation PB1 0.871 0.891 0.837 0.627

PB2 0.767

PB3 0.826

PB4 0.813

SMEs Performance KU1 0.991 0.991 0.982 0.982

KU2 0.991

Table 3. Goodness of fit

Indicators of Model Fit Value Cut Off Result

Average Path Coefficient (APC) APC=0.218; p=0.017 p< 0.05 Good

Average R-Square (ARS) ARS=0.288; p=0.004 p< 0.05 Good

Average Adjusted R-Square (AARS) p=0.013 P<0.05 Good

Average Block VIF AVIF=3.587 AVIF<5 Good

Average Full Collinearity VIF (AFVIF) AFVIF=2.240 AFVIF<3.3 Good
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2002) must be suitable with the desire and the needs of market. It can influence the growth and the 
profitability (Ardyan, 2016).

The quality of entrepreneurial trust can improve the innovation successful significantly (B= 0.218; 
p<0.05), so H4 is accepted. The result of this study is similar with the previous study (Landry et al., 
2002; Tsai & Ghoshal, 1998). The trust of entrepreneur towards the supplier, customers, government, 
or other organizations will influence the innovation in Batik entrepreneurship. The research conducted 
by Tsai and Ghoshal (1998) explained that social interaction can improve the number of innovation 
in the organization through exchange and combination of resources.

The result if this study showed that the entrepreneurial trusting quality gives negative impact 
on the performance of Batik SMEs (B= -0.167; p=0.083), so H5 is rejected. There are some points 
which can be the causes. The main cause is the type of trust in Batik industry in Solo may be based 
on the charismatic figure and born in Solo (especially Laweyan). In this study, the dimension of trust 
quality is trusted by the buyers, investors, and government. Those cannot improve the perfoermance 
of Batik SMEs.

The entrepreneurial orientation has positive impacts but it is not significant on the innovation 
successful (B= 0.134; p=0.135), so H6 is rejected. The result of this study is contrastive with the 
previous studies (Avlonitis & Salavou, 2007; Covin & Slevin, 1991). Other results also showed that 
entrepreneurial orientation has negative impacts on the work, so H7 is refused (B= -0.321; p=0.003). 
The result is different from the previous studies, that there is positive and significant impacts between 
entrepreneurial orientation and the inovation (Arif et al., 2013; Soininen et al., 2012).

Co-Creation has positive impacts but it is not significant on the innovation successful (B= 
0.095; p=0.219), so H8 is rejected. Basically, co-creation will make product innovation (Blazevic 
& Lievens, 2008; Chen et al., 2011). There is a reason why co-cration cannot create the success of 
innovation. That is that the producer of Batik does not understand the motivation of the consumers 
in conducting co-creation co-cration. The quality of consumers’ contribution on innovation activity 
is based on the perception of gaining benefit from the activity (Namibisan, 2002). Holbrook (2006) 
explained that consumer motivation to collaborate are social value and economics value. Roberts et 
al. (2014) also found that motivation is an important factor to encourage customers doing co-creation. 
Furthermore, Roberts et al. (2014) explained that there are three consumer motivations in doing co-
creation: egosentric, altuistic and opportunity/goal motive. Franke and Shah (2003) concluded that 
internal needs to get the satisfying products a sense of fun and excitement will make creative action.

Co-Creation has positive and significant impacts on the SMEs performance (B= 0.289; p<0.05). It 
can be concluded that H9 is accepted. The result of co creation is a desired product of the consumers. 
The consumers feel satisfied with product they get and it will influence their loyalty. The more loyal, 
it can give great impact on the SMEs performance.

Table 4. The result of hypothesis test

HIPOTESIS KOEFISIEN HASIL

H1: The quality of entrepreneurial networking → innovation successful 0.294 (p<0.05) Accepted

H2: The quality of entrepreneurial networking → SMEs performance 0.248 (p<0.05) Accepted

H3: Innovation successful → SMEs performance 0.201 (p<0.05) Accepted

H4: The quality of entrepreneurial trusting→ innovation successful 0.218 (p<0.05) Accepted

H5: The quality of entrepreneurial trusting → SMEs performance -0.167 (p=0.083) Rejected

H6: Entrepreneurial Orientation → successful innovation 0,134 (p=0.135) Rejected

H7: Entrepreneurial Orientation → SMEs performance -0.321 (p=0.003) Rejected

H8: Co-Creation → innovation successful 0.095 (p=0.219) Rejected

H9: Co-Creation → SMEs performance 0.289 (p<0.05) Accepted
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CoNCLUSIoN

This study is seeking how the impacts of social capital dimension, entrepreneurial orientation, and 
co creation on the success of the success of innovation and SMEs performance. The result showed 
that: first, the improvement of innovation is significantly influenced the quality of entrepreneurial 
networking and trust while entrepreneurial orientation, co creation cannot improve the success of 
Batik SMEs in innovating. Secondly, the performance of Batik SMEs can improve significantly 
if it is influenced by the quality of entrepreneurial networking, co-creation, and the success of 
innovation, while entrepreneurial orientation and the quality of entrepreneurial trust cannot improve 
the performance of Batik SMEs significantly.

The theoretic implication in this study are: first, the quality of networking and trust can improve 
the success of innovation of Batik SMEs. However, when the SMEs and consumers collectively create 
motives and design, this cannot improve the success of innovation for Batik SMEs. Secondly, the 
aim of creating value collectively is not to find something new but to improve the performance of the 
SMEs. Co-Creation only creates the trust in the consumers that they are cared for and appreciated in 
their opinion. This condition will not improve the innovation but the consumers can be loyal to buy 
and finally improve the performance of SMEs from the growth of sale and profit.

The managerial implication in this study are: first, focusing on building networking and trust 
must focused on how Batik SMEs conducting innovation. The strong networking and trust will relate 
with the stronger external party. This strength must be used by the entrepreneurs to absorb much 
knowledge, experience, and information from external party to bring something new for Batik product. 
Secondly, one of the ways to improve the work of Batik SMEs is by doing innovation. Innovation 
can be done if the employees have knowledge, experience, and skills in producing something new. 
The employees must have high creativity. Therefore, the SMEs must make cooperation with the 
government and private organizations to give training for the employees, so their skills making 
something new can be improved.

This research has some limitation. First, it is enabled that the choosing of the entrepreneurial 
orientation indicator is not suitable with the real situation of the field so it makes the results do not 
give significant impacts on the success of innovation and working. For the next research, it is suggested 
to choose the indicators which are suitable with the condition of the business. Secondly, the sample 
is very limited in number. It is needed to conduct some researches in other areas which become the 
cluster of Batik producers, such as Sragen, Pekalongan, and another. Thirdly, it does not consider the 
local culture to analyze the difference among the areas.
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