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Small and medium-sized businesses (SMEs) are essential for the
expansion of any economy, and innovation is what ensures their
continued success and improved performance. The main
objectives of this study are to identify the key factors that
influence innovation capability, to ascertain the effect of
innovation capability on SMEs' performance, and to examine the
role of innovation capability as a mediator between its key
determinants and SMEs' performance. Partial least squares
structural equation modelling (Smart PLS-SEM) was used in the
study to accomplish this purpose, and data from 249
manufacturing SMEs registered at the Hattar Industrialist
Association (HIA), Industrial Estate, Khyber Pakhtunkhwa,
Pakistan, were used to collect the data. All of the constructs used
in the study are valid and trustworthy according to Cronbach's
alpha, which measures structural stability. The results show that
operational and managerial capabilities are not statistically
significant drivers of SMEs' innovation potential, while
technological and transactional capabilities are statistically
significant predictors of SMEs' innovation capabilities. The results
also show that innovative competency has a positive effect on
SMEs' success. The study also found that innovation capability
plays a statistically significant role in mediating the relationship
between technological capabilities and performance as well as the
relationship between transactional capacities and performance.
But neither the role of innovation capabilities in mediating the link
between operational capabilities and performance nor the
function of innovation capabilities in mediating the relationship
between managerial capabilities and performance are statistically
significant. It indicates that in order to improve the performance
of SMEs, it is necessary to investigate the attitudes and behaviour
of SMEs in order to identify the causes of their lack of
management and operational competencies.

© 2023 The Authors, Published by iRASD. This is an Open Access article
distributed under the terms of the Creative Commons Attribution Non-
Commercial License

Corresponding Author’s Email: mkamran.khan@uoh.edu.pk

1. Introduction

Small and medium-sized enterprises (SMEs) play significant and important role in all
emerging, developing, as well as developed economies (Karadag, 2015; Maziriri & Chivandi,
2020). They are fundamental to the modern economy and are main contributors to national
economic development, accounting for almost forty-five percent of employment and one-third of
gross domestic product (GDP) globally (Dragomir, Tureac, & Turtureanu, 2009; Seo, 2017). In
Pakistan, SMEs are approximately ninety percent of all businesses, contributing around forty
percent to the GDP, and roughly thirty percent of the country’s total exports (Zafar & Mustafa,
2017). Innovation capability of an organization determines the success that it can achieve in
short as well as long term. Although there are studies on antecedents of innovation capacity but

1732 eISSN: 2415-007X

SMEs' performance, the mediating role of operational capabilities and SMEs' performance, the
mediating role of managerial capabilities and SMEs' performance, and other topics are all urgently
in need of study in this context.

2.7. Performance of SMEs

The word "performance of SMEs" has numerous definitions, and there is no agreement on
what constitutes its outcomes or what constitutes its ramifications and dimensions (Leitdo &
Franco, 2020). It can range from subjective and all-encompassing to specific and limited. Taking
a subjective and comprehensive approach, performance is primarily focused on profitability,
growth, customer happiness, employee satisfaction, social performance, and environmental
performance for measuring firm performance, and the same are called performance outcomes
(Santos & Brito, 2012). They looked at financial performance as a result of these factors. On the
other hand, there are extremely objective measurements such as revenues, profitability, return
on investment (ROI), and so on that may be used to measure the success of SMEs and are
regarded as their results. Based on the entire aforesaid literature, following is the conceptual
framework for the study;

=
=

—

Source: Adopted from Zawislak et al. (2012), Paulo et al. (2020) and Hock-Doepgen et al. (2020)

Based on aforesaid conceptual framework, it will result in getting answer of the following
key questions;

L To determine the key determinants of innovation capability.

L] To study the possibility of positive association between technological capabilities and
innovation capabilities.

- To study the possibility of positive association between operational capabilities and

innovation capabilities.
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ABSTRACT

The Kenyan banking industry is characterized by increased environmental dynamism brought
about by rapid technological development, customer sophistication and regulations. The
achievement and sustenance of compefitive advantage is important as any organization that
does nof gain and sustain this may not survive. In order for an organization to remain relevant,
it must be able to leverage on innovation capability for effecive adaptation o changes in the
environment. This siudy therefore sought fo assess the influence of innovation capabilify on
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utilized structured questionnaires to collect data on the impact of vital innovation capabilities
on performance of supermarkets, medium and merchant managed retail in Nairobi County.
Gor et al., (2015) studied The Evidencing Enablers of Innovation Capabilities and their Effects
on Organizational Performance and analyzed data through standardized questionnaires. Tatoi
and Senaji (2017) study of the relationship that exists between mnovation capability and
corporate commercial banks’ performance in Kenya, operational capability expressed a low
Cronbach alpha value of 0.58 than the required.

As a result of reviewing both the existing empirical and theoretical literature, the relationship
between innovation capability and organizational performance is depicted in Figure 1 below.

Innovation Capability Organizational
Performance
¢ Response to change e Profitabilty
of market
> e Return on

¢ Technological
infrastructure

Investment

o Market Share

Figure 1: Conceptual Framework
Source: Literature Review (2018)
The research hypotheses for this study were as follows;

H,: Innovation capability has no statistically significant effect on performance of
Commercial Banks in Nairobi City County, Kenya

H,: Innovation capability has a statistically significant effect on performance of
Commercial Banks in Nairobi City County, Kenya
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SMEs' performance, the mediating role of operational capabilities and SMEs' performance, the
mediating role of managerial capabilities and SMEs' performance, and other topics are all urgently
in need of study in this context.

2.7. Performance of SMEs

The word "performance of SMEs" has numerous definitions, and there is no agreement on
what constitutes its outcomes or what constitutes its ramifications and dimensions (Leitdo &
Franco, 2020). It can range from subjective and all-encompassing to specific and limited. Taking
a subjective and comprehensive approach, performance is primarily focused on profitability,
growth, customer happiness, employee satisfaction, social performance, and environmental
performance for measuring firm performance, and the same are called performance outcomes
(Santos & Brito, 2012). They looked at financial performance as a result of these factors. On the
other hand, there are extremely objective measurements such as revenues, profitability, return
on investment (ROI), and so on that may be used to measure the success of SMEs and are
regarded as their results. Based on the entire aforesaid literature, following is the conceptual
framework for the study;

.
Source: Adopted from Zawislak et al. (2012), Paulo et al. (2020) and Hock-Doepgen et al. (2020)

Based on aforesaid conceptual framework, it will result in getting answer of the following
key questions;

-3 To determine the key determinants of innovation capability.

-] To study the possibility of positive association between technological capabilities and
innovation capabilities.

-3 To study the possibility of positive association between operational capabilities and

innovation capabilities.

1740

Y9
NITYIUUATU

malulag

ANUTINITD

NNUIANTTY




v * networking on business perforr X © Impact of Entrepreneurial Netv. X * Leveraging Innovation for Com

<« > C 25 typeset.io/papers/impact-of-entrepreneurial-networking-on-firm-performance-a-3dx9gvqyc

ot gg € ConnecttoWi-Fi & Google @ AmssauATINANTASYST... () T8GnsalusunTu LISR... ‘ NRIIS : szuval

g SCISPACE Papers ¥ Q

Journal Article DO

B>

Impact of Entrepreneurial Networking on Firm
Performance A Dual Moderated Mediation Analysis
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TL;DR: Entrepreneurial networking positively impacts firm performance in SMEs in the
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Pakistani textile sector. Business madel innovation and ambidextrous leadership and
learning culture moderate this relationship.

»

Abstract: Entrepreneurial networking is one of the important componenits in the field of
entrepreneurship and this leads to the higher firm performance. Therefore, the purpose

&

of this study is to investigate the relationship between entrepreneurial managers
networking on SMEs firm performance with mediation business model innovation, as well

Il
M

as the moderating ambidextrous leadership, entrepreneurial networking learning culture
99 effects, and business model innovation effect in the Pakistani textile sector. The
hypothetical-deductive technique is used in this analysis. The mediation and moderation
f}" test was analyzed using Smart PLS to explore the indirect impact of the proposed factors
on the SME's firm performance. By applying Smart PLS (Partial Least Square) the
AR structural Equation Method (SEM) was used as a mathematical technigue to assess the
direct impact of the suggested variables on the SMEs firm performance. Empirical results
of this research revealed that entrepreneurial networking and SMEs firm performance

have a positive association. It was found that the business model innovation has a

M
na:] positive influence as a mediator and the ambidextrous leadership and learning culture
also has a positive influence as moderators.
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TL:DR: In this paper, the authors examined the effect of collaborative networks on business
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performance and found that collaborative networks significantly influence innovatic read more
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Abstract: This study aims to examine the effect of collaborative networks on business o
performance. This study tries to find a collaborative network format that can improve NNUIANTITY
business performance. The respondents in this study were 295 owners of the fashion sector
SMEs in Central Java, Indonesia. Data analysis used the Structural Equation Modeling (SEM)
approach. The results showed that collaborative networks (CN) significantly influence
innovation capability (IC), competitive advantage (CA), and business performance (BP).

Furthermore, the capability of innovation and competitive advantage also significantly

influence business performance. Innovation capabilities and competitive advantages can
mediate the relationship between collaborative networks and business performance.
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