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Abstract: - This study aims to examine as a role of business 

innovation, entrepreneur competencies, quality management and 

innovation capability on batik fashion industry and 

performance. The issue of the examination is the secret to 

enhance development capacities and execution of SMEs woven 

and fashion industry in Multan. The sample in this study is 

SMEs woven and fashion industry employees and owners in 

Multan comprising of 105 individuals by utilizing a purposive 

inspecting strategy. The information is gathered by overview 

technique through meetings, surveys and Questionnaire. The 

result of data analysis using SPSS demonstrate that the 

significant and positive influence of business innovation, 

entrepreneur competencies, quality management towards 

fashion performance industry. Performance significantly and 

positively impacts on competitive advantage. Based on the 

judgments of this study, innovation capabilities and fashion 

performance industry can be enhanced through the development 

of business innovation, entrepreneur capabilities, and quality 

management. 
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I. INTRODUCTION 

or the development and progress of any country Batik 

fashion industry plays a vital and important role. Batik 

Fashion industry is playing a crucial role in the economy 

growth of a country. No doubt it is the large sector to play its 

role for country. Discussing about art, clothing, fashion is 

hard but not of clothing. But influence of clothing is much 

more important when we discuss about fashion. Batik Fashion 

industry has grown by leaps and bounds in last 15 to 20 years. 

To achieve high ratio and increased we can attained this by 

innovation capabilities. Researches of the view that 

implementation of innovation capabilities is a main vehicle 

for any firm adaption and change to improve firm 

performance especially under these conditions. Research work 

on batik fashion industry is little or no and its implementation 

in accordance with the innovation capabilities which will 

directly relate with the performance of the firms. Innovation 

capability is the ability to develop new products according to 

markets demands (Adler, shenbar, 1990). 

In this paper role of innovation capabilities on performance of 

SMES as intervening variable is present. First  objective of 

this study to find out the role of innovation on performance of 

batik fashion industry. Innovation is a major driver of 

business growth and expansion because it allows firms to 

transform their dynamic capabilities to become more adaptive 

and develop the ability to learn and explore new ideas given 

that every firm possess a bundle of resources skills and 

competencies as argued by the resource-based theory of 

firms(Peres, Muller, Mahajan, 2010). Innovation capabilities 

play a role on batik fashion industry as an intervening 

variable. The study conducted by (TSAI and TSAI, 2010) 

concludes that the management and technological innovation 

capability significantly and positively affect performance on 

financial aspects, internal business process learning and 

growth. Moreover researcher (LEE and HSICH, 2010) 

concludes that entrepreneurship positively affects the 

innovation capabilities. 

The importance of variables or testing factors which are 

dependent of innovation capabilities and in the same way 

factors of the increment of the performance. The research 

problem in this study is how to improve innovation 

capabilities to increase and positive effect on performance. 

How the role of innovation capabilities as an intervening 

variable are justified. What are those variables? Impact of 

variables on the performance. 

In this study detail explanation of role of innovation 

capabilities in the performance as an intervening variable with 

the help of past articles and past researchers work and their 

result. To justify the role of innovation capabilities variable 

are taken in account are business innovation capabilities, 

entrepreneur competencies, and quality management. 

II. THEORETICAL BACKGROUND 

SMEs are considered as the vehicle of economic growth. 

Innovation that are equipped with entrepreneur competencies 

perform better than the others. In this literature review the 

detailed discussion regarding the three variables of innovation 

capabilities has been discussed in detail. High innovation 

reveals positive impact over business performance of SMEs. 

Innovation is an important organizational capability because 

the success of new product is the engine of growth which give 

impact on sales, profits and power of competition for many 
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organizations (Battor, Battor, 2010, sivadas, Dwyer, 

2000).Innovations refers to firm capacity to engage in 

innovation: that is introduction of new processes, product or 

ideas in the organization (Hult et al, 2003).This capacity to 

innovate is among the most important factor influencing 

performance (Hurly and Hult, 1998, Porter, 1990). Rapidly 

changing business environment because of innovation and 

cycle of product encourage the requirement to be creative by 

growing new thoughts items, and forms, and to adopt the fast 

change (Rhee, J., Park, T & Lee, and D. H. 2010). 

Expanded competition and worldwide rivalry enhances the 

requirement for a business to be competitive by becoming 

innovation (Rubera, G., Kirca, A.H, 2010). Innovation offers 

a principle source of sustained competitive advantage, 

research into the relationship between quality management 

and innovation performance remains scarce (Flynn 1994, 

Prajogo and Sotal 2003, Sing and Smith 2003). 

Entrepreneurial competencies are comprised of entrepreneur 

motives, traits, self-image, attitude, behavior, skills, and 

knowledge (Boyatzis, 1982, Brophy and Kiely 2002). 

H1: Innovation Capabilities will have positive effect on 

Performance 

2.1Business Innovation Capabilities: 

(Filippetti, 2010) acknowledged that the innovation is the 

broad concept that includes the new methods in business 

practices and new marketing concept , work, organizational or 

external relation and also include implementation of new or it 

may be improved product either it is good ,service, or process. 

Innovation of people’s characteristics is one type of 

innovation that can be develop and trained. (Hult et al. 2014) 

stated that determinant that influence an organization’s 

capability to manage innovation capabilities is one of 

definition to describe innovation. According to researcher 

(Silva et al. 2010) there are many factors to determine 

innovation capabilities that vary from firm to another firm. 

(Lawson and Samson 2010) ability of firm by applying new 

ideas and continuous knowledge to new product, process and 

system for the benefit of their stake holders and firm itself in 

the deep definition of innovation capability so according to 

these studies following hypothesis have been formulated in 

lieu of conceptual framework and base paper. 

H2: Business innovation capabilities will have positive effect 

on performance 

2.2 Entrepreneurial Competencies: 

Worldwide increasing business creating value and enhanced 

contributions through innovation use of marketing tool and 

other important factors such as skills, knowledge, behavior 

and potential value and most significant opportunities for 

having competitive advantage to remain in industry. (Sanchez 

2012) To enhance people performance and effectiveness at 

working place, the most important point that has to be focus 

on is competencies 

For the development and performance entrepreneur 

competencies become one of the important factors in order to 

succeed in modern economy because development of an 

entrepreneurial mindset affect by this. (Mitchelmore and 

Rowley 2013) stated that there are four groups of 

competencies that can improve business performance and 

growth which is personal and relationship business 

management and human relation competencies. (Man et al 

2002) stated that to perform a job role successfully an 

entrepreneurial competency is the total ability of the 

entrepreneur. This will lead to draw a hypothesis is that? 

H3: Entrepreneurial competencies will have positive impact 

on performance 

2.3 Quality Management: 

Quality management at management process that endorse the 

belief that management process must focus on integrating the 

customer-driven quality throughout on organization, (Stah, 

2002) it emphasize and stated that continuous improvement of 

product quality and service delivery also taking in account the 

reality that to achieve this goal, employee relation needs to be 

quality addresses, as the customer cannot get the satisfactory 

service delivery from ill motivated employee. (Lewis, 2004) 

Implementation of quality strategy is to see organizational 

customers and client as the vital key to organizational success. 

Organization using QM as an innovation variables use their 

business through the eyes of their customers and clients and 

then measure there organizational performance in lieu of 

customer and client expectation (Fran, 2002) 

Successful organizations with the implementation of QM as 

an intervening variable of innovation through the eyes of its 

customers by strengthen and exploring all avenues including 

employees, make up the desired performance (Stah 2002). 

According to (Hng and Morris 2002) various components of 

quality management when effectively harnessed will result in 

customer satisfaction and hence competitive advantage and 

therefore Performance. According to this Hypothesis have 

been formulated mentioned below: 

H4: Quality Management will have positive impact on 

Performance 

Therefore it is fundamental to apply both a one dimensional 

and a multi-dimensional construct to deal with innovation 

capabilities to comprehend whether every individual variable 

of innovation capability and also general innovation is 

influencing business performance or not. In the same context, 

the hypothetical commitment of this research concentrates on 

three variables of innovation capabilities. 

This study ought to investigate that up to what extent 

individual variable of innovation capability have a positive 

impact on performance by batik fashion industry especially in 

media sector. The arguments rose in this study regarding the 

importance of business innovation capability, entrepreneur 

competencies, and quality management support the argument 

of resource based view (Werner felt, B. 1984) 
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The main focus of this study to find the individual impact of 

three variables of innovation capabilities namely: Business 

innovation capability, Entrepreneur Competencies, Quality 

management. Therefore this study contributes to the literature 

by employing three variables of innovation capabilities 

separately in increasing performance and hence economy. 

III. RESEARCH METHODOLOGY 

Research methodology covers the methodology followed by 

the researchers to conduct the research. (Zikmund, W., 

Babin, B., Carr, J., and Griffin, M. 2010) 

3.1 Sample and Data Collection Technique:  

The population in this examination is the woven business all 

through 100 Companies. The quantity of tests taken at 5% 

level of precision is 50 organizations. The examining 

employments non-likelihood (arbitrary) with an irregular 

inspecting strategy based on the thought that SMEs have been 

in operation for in any event two years. Primary information is 

gathered by utilizing a survey and interviews and 

Questionnaire. The survey is managed to the important/ 

proprietor of the woven business. It covers business profile, 

the current corporate culture, worker strengthening, business 

person, promoting abilities, social capital, information sharing 

abilities and administration of relationship to clients. 

Research methodology covers the frame work of the study 

along with the research design FIG 1. 

 

Fig1.   Research model structure 

3.2 Operational Definitions and Measurements of Variables 

Indicator variables of Entrepreneurial Competencies consists 

of Knowledge, Motivation, Capabilities, Characteristics, 

Skills, leadership, Risk taker. Indicators of Business 

innovation capabilities consist of market, value chain, Cost 

and profit, Value network performance, competitive strategy. 

Quality Management indicators consist of Management 

responsibility, Resource management, Analysis, 

Improvement, Product realization. Innovation Capabilities 

consist of Innovation strategy, process, Mission, Vision, 

customer, supplier, improving product which 1 strongly 

disagree and 5 strongly agree. 

IV. RESULTS OF DATA ANALYSIS 

4.1 Description of respondents 

Based on the data analysis, it is obtained general overview of 

respondents, description of respondents answer and the results 

of calculation of the influence of variables by using Statistical 

Package for the Social Sciences (SPSS) Version 20-32bit. 

Based on Table 1, it demonstrates that the most of respondents 

of SME proprietors in Multan are in extend 24-30, which 

incorporate a beneficial age and develop in business. In light 

of the size of business with the indicator of the quantity of 

representatives, the dominant part of SMEs and fashion 

industry in Multan have add up to representatives under 10 

individuals. Depiction of respondents' answers on the 

indicator factors are appeared in Table 2. 

Based on Table2, the average of Entrepreneurship variable is 

in the high category, it means that the average SMEs in 

Multan has a high entrepreneurial spirit based on product 

innovation, innovation capabilities, business innovation 

capabilities and quality management which may have an 

impact on fashion industry performance. Business initiatives 

of woven and fashion industry in Multan is not much high as 

compare to other cities. It means that they tend to develop 

their business by way of always looking for new ways and 

innovative methods in solving problems associated with 

fashion industry, particularly in design and different texture, 

shared guide agreeable to cover generation costs as opposed to 

banks. Then again, helpful ability in serving the necessities of 

fashion and woven industry business people in Multan is 

frequently constrained, so the businesses ought to likewise be 

ready to give finances autonomously by State bank of 

Pakistan, Chamber of Commerce and different banks. As 

there are limited number of employee so the employers in 

Multan as participate in the membership of the association of 

different textile companies as well as member of Chamber of 

Commerce. The benefits of membership of the association are 

the mutual sharing of information (knowledge sharing) among 

members both in terms of product, marketing and capital.  

The average is also high category of Business Innovation 

Capability; it means that the majority of SMEs fashion 

industry have good marketing abilities characterized by good 

marketing analysis, covering the market place, the extent and 

the characteristic of the market. Some market analysis are 

often done by fashion industry entrepreneurs, in particular 

those who have to penetrate nationally and internationally, 

such as the location of the market by opening outlets in 

various areas in Multan, online sales system, 
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Table 1 

Description of respondents 

Variables Amount Percentage 

Gender   

Male 88 83.8 

Female 16 16.2 

Age   

18-28 19 18.1 

24-30 50 47.6 

31-40 33 31.4 

41-50 3 2.9 

51-60 - - 

Salary   

10-20 41 39.0 

30-40 32 30.5 

50-60 26 24.8 

70-80 4 3.8 

90-100000 2 1.8 

Table 2 

Description of variables and indicators. 

Variables Mean SD 

Innovation Capabilities 3.4610 .73176 

Business innovation 

capabilities 
3.4343 .75827 

Entrepreneurial 

competencies 
3.5619 .81133 

Quality management 3.5116 .79903 

However, compelling business sector examination is just done 

by woven form fashion industry business person of Multan 

whose market has been extensive for the individuals who are 

still in the conventional market is once in a while done, on the 

grounds that they are respected excessively accommodating in 

advertising and advancing their items. As a rule, the woven 

results of various brands they have special as contrasted with 

one another. Woven industry create collectibles, silk and 

common woven with different shades. The upside of their 

item is the capacity of mold industry. Batik is generally made 

Indonesia where the social legacy for this procedure. Some 

kind of item that separates it from different items, for 

example, coat, material, noble, cover, woven fabric, texture, 

misris material, shawls, shirt, supplication mats, shoreline 

sarongs, table fabrics and sacks. The client benefit 

incorporates medium classification, which implies that 

businesses of woven yet completely equipped for giving ideal 

administration to client. 

By and large development ability of SMEs business visionary 

is in the high class in the field of advancement comprising of 

another item, process, administration and advertising 

advancement. As mold industry making new and diverse 

outline and item development on a continuous premise. This 

condition show by the quantity of fabricated woven and 

varieties based items like attire, table material petition mats, 

sacks, gloves, scarves, hoods, pillowcases, paper towel and 

sarimbit. Advancement in theme is finished by burrowing 

their own thoughts in view of the tastes of the market and 

clients, creating thoughts from different references, for 

example, magazines and through web look. Business 

advancement is generally done freely either through value, 

advances from managing an account organizations or from 

helpful. 

The execution of SMEs and fashion industry is high in the 

field of monetary and advertising execution. The normal in 

the quantity of clients, showcasing achieve income and benefit 

increment consistently. This condition is upheld by the 

expanding number of individuals attached to woven, 

numerous mold planners utilize woven as an outline material, 

nearby administrative strategies issued by the focal java 

commonplace government and neighborhood government 

identified with utilization of jepara batik woven by 

government employees on certain days and popularity from 

visitor gifts get increment extra time. 

By and large, the capacity of knitted organization to create 

troublesome items to imitate by challengers is sufficient. 

Overall, the nature of the items if contrasted with different 

rivals in other place is adequate both regarding materials, 

outline and style. The normal cost of generation if contrasted 

with contenders is great enough.This is bolstered by the 

capacity to make development of items, procedures, 

showcasing and long involvement (learning encounter) of the 

specialists in the plan of thought process and the utilization of 

crude materials that help quality increment. Besides, all things 

considered, the benefit picked up by business visionaries of 

batik woven in Multan if contrasted with contenders from 

different territories is sufficient. This is bolstered by a 

developing interest for household and universal group toward 

variations of woven items, particularly in territories that have 

a fascinating tourist goal. 

4.2 Validity and Reliability: 

Test on the validity is managed by using SPSS (Statistical 

package for Social Science 20) by applying merged 

legitimacy estimate size (See Table3). From the results of 

cross loading factor, the value of convergent validity is as 

follows; each indicator is on average of >0.5 where for the 

value of 0.5 at the beginning of the study can be said to have a 

high value. Furthermore, each indicator of the study has value 

of >0.7(Ghozali2006). Based on the results of the validity test 

has been done, it is known that all of the indicator variables of 

business innovation, innovation capabilities, quality 

management and performance of fashion industry and 

competitive advantage have the estimate value of the original 

sample of more than 0.7 and the value of the T-statistic is 

greater than t-table which means that all indicators are valid 

and can measure its variables. A t-test is an analysis of two 
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population’s means through the use of statistical examination; 

a t-test with two samples is commonly used with small sample 

sizes, testing the difference between the samples when the 

variances of two normal distributions are not known. 

Descriptive Statistics 

 Mean Std. Deviation T-statistic 

Innovation    

INV1 3.30 .921 36.762 

INV2 3.44 .940 37.488 

INV3 3.55 1.000 36.408 

INV4 3.50 .982 36.579 

INV5 3.50 1.011 35.531 

Business 

Innovation 

Capability 

   

BIC1 3.29 1.054 31.958 

BIC2 3.32 1.024 33.270 

BIC3 3.62 .994 37.307 

BIC4 3.39 1.033 33.630 

BIC5 3.55 1.028 35.401 

Entrepreneur 

Competencies 
   

EC1 3.70 1.001 37.820 

EC2 3.61 1.079 34.291 

EC3 3.53 1.066 34.291 

EC4 3.61 .995 37.167 

EC5 3.45 1.074 32.893 

EC6 3.48 1.119 31.836 

Quality 

Management 
   

QM1 3.82 1.007 38.843 

QM2 3.51 1.048 34.361 

QM3 3.32 1.096 31.068 

QM4 2.87 1.161 25.306 

QM5 3.78 1.101 35.204 

QM6 3.68 1.014 37.140 

QM7 3.60 1.097 33.621 

Table no.3 

The result of composite reliability of each construct are good 

and above 0.9. According to chin (1998), an indicator is said 

to have good reliability if the value is above 0.90, and it can 

be maintained and accepted at a value of 0.50-0.60. As we 

know that the value for composite reliability of innovation 

capability, business innovation capability, entrepreneurship 

competences and quality management. Is more than 0.9this 

value if referred to the opinion of the chin, has good reliability 

and can be used for further study? The meaning here is that 

the indicators used in this study are in accordance with the 

condition of the real object of study. 

4.3 Findings and discussion: 

4.3.1 Findings: 

            The result of data processing by using SPSS software 

tools obtain the model structure of the loading factor construct 

of psychological capital and performance. 

To determine whether hypothesis is accepted or not is by 

comparing t-count with t- table on the condition that if t-count 

is >t-table. Then the hypothesis is accepted. For more details, 

it can be seen in table 4. 

Based on the results of the SPSS analysis, it shows that H1 is 

accepted, there is a significant and positive influence on 

business innovation capabilities towards fashion industry 

performance. H2 is accepted there is significant and positive 

influence on entrepreneur competencies towards fashion 

industry performance. As higher the entrepreneur capability 

shows great impact on fashion industry performance. H3 as 

Quality management is accepted at has great impact on 

fashion industry performance. 

Table 4 

Hypothesis test 

 
Original 

Sample 
Mean 

Standard 

Deviation 
T-static 

Business 

Innovation 

Capabilities > 

Performance 

105 3.1460 .73176 .447 

Entrepreneur 

Competencies > 

Performance 

105 3.5619 .81133 .353 

Quality 

Management > 

Performance 

105 3.5116 .79903 .557 

4.3.2 Discussion: 

The result of data analysis shows that variables significantly 

influence the innovation capabilities and hence performance 

of batik fashion industry. Business innovation capabilities 

have direct impact on the innovation capabilities and hence 

performance. The better the business innovation capabilities 

in terms of market, value chain, Cost and profit, Value 

network performance will have positive impact on the 

innovation capabilities and hence performance. The findings 

of the study support the study conducted by Battor and 

Battor (2010) which concludes that Business innovation 

capability significantly influences innovation. 

The higher the entrepreneurial competencies possessed by the 

Entrepreneur of the organization both in terms of Product 

innovation the ability to take risk, personal skills, and 

initiatives will tends to become the leading factor of growth of 

innovation capabilities in an organization and hence have 

direct impact on the performance of the organization. The 

better the innovation capabilities will drives the business 

performance development of organization in sense of financial 

and marketing performance. The findings of this study 
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encourage the study by Lee and Hsieh (2010) on the relation 

of entrepreneur abilities toward innovation capabilities and 

competitive advantage. According to this study and findings 

of this study suggest that entrepreneurial competencies 

directly impact on the innovation capabilities and hence it will 

indirectly relate to the business performance or competitive 

advantages. So innovation capabilities will have direct impact 

on the performance of the organization. 

Quality management significantly influences innovation 

capabilities and performance. The better the Quality 

management in terms of Management responsibility, Resource 

management, Analysis, Improvement, Product realization will 

encourage innovation capabilities and performance. The 

findings of the study support the findings by Cakar and 

Erturk (2010) who conclude that Quality management 

directly affect innovation capabilities and therefore 

performance of the organization. Innovation capabilities 

positively influence the performance. The greater the 

innovation capability in the form of new product, process, 

management and marketing innovation will enhance financial 

and marketing performance. The findings of the study support 

the findings by Battor and Battor (2010), Calantone et al. 

(2002), Hult et al. (2004), Keskin (2006), Panayides (2006) 

and Thornhill (2006) which shows that there is a direct and 

positive correlation of innovation and greater performance. 

Performance will also increase the company's competitive 

advantage, in terms of products that are difficult to imitate by 

competitors, better quality than competitors, a cheaper cost 

and higher profitsthan competitors. 

V. CONCLUSION AND MANAGERIAL IMPLICATIONS 

The results show that the importance of innovation 

capabilities in terms of performance if an organization wants 

to increase its performance its needs to work or enhance its 

innovation capabilities in term of product development. The 

research contributes to the previous research Innovation 

capability of SMEs through entrepreneurship, marketing 

capability, relational capital and empowerment. The higher 

the innovation capacity delivered by the association, the better 

the business execution better will be Organization's capacity 

to produce financial and marketing development. The 

Business owners of SMES need to pay attention on the 

variables such as entrepreneur competencies, business 

innovation capabilities, and quality management. They have 

to pay attention on the factors of business innovation 

capabilities such as market, value chain, Cost and profit, 

Value network performance, competitive strategy to enhance 

innovation capabilities. In the same way the entrepreneur 

competencies such as motivation, Capabilities, characteristics, 

skills, leadership, risk taker to enhance innovation and hence 

performance. In the last quality management variables such as 

management responsibility, resource management, analysis, 

improvement, product realization to enhance innovation and 

therefore performance. Limitation of this study are still 

focused on fashion of woven batik industry in on city and it 

has not yet examined on empowerment and marketing 

capabilities towards firm performance and competitive 

advantage. Future research needs to examine the sample size 

of companies of different cities of Pakistan as well as we have 

to see with different variables. Governments need to 

encourage and facilitate the development of fashion creative 

industry innovation capabilities through training in processes, 

products, management and marketing on an ongoing basis. 

Besides, it also needs to encourage the entrepreneurial 

Competencies of entrepreneurs, facilitates networking with 

various stakeholders of fashion through various exhibitions of 

products, regulatory policies that support the development of 

the fashion industry. 
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