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ABSTRACT 
 

Small and Medium-sized Enterprise (SME) innovation has become a key factor in 

enhancing SME performance.  In Indonesia, SME innovation is seen as critical as SME 

owners are dealing with unprecedented competition and abundant business opportunities. 

Free trade in the ASEAN (Association of Southeast Asian Countries) also presents 

competitive challenges and opportunities for Indonesia’s SMEs. In addition to changes in 

the economic landscape, Indonesia is experiencing major social changes.  Increasing 

gender equality, migration, and age cohort changes as a result of the demographic bonus 

arguably influence SME innovation. Previous research has suggested SME innovation 

research needs to adopt a broader approach to innovation, incorporating people and 

cultural issues as a way of building a more comprehensive understanding of the area.  

The present study focuses on innovation in Minangkabau SMEs in Indonesia. There is 

currently no empirical research providing a comprehensive overview of SME innovation 

in Indonesia and in a Minangkabau context. The Minangkabau are an ethnic Indonesian 

group that are regarded as highly entrepreneurial, with a culture that encourages 

entrepreneurship.  Minangkabau SMEs can be found across Indonesia and internationally. 

The present study was designed to provide a comprehensive understanding of 

Minangkabau SME innovation by considering the economic, social and cultural context 

of these businesses operating in Indonesia.  

Both qualitative and quantitative research methods were used to explore Minangkabau 

SME innovation. First, a phenomenographic approach was used to examine interviews 

with Minangkabau SME owners that asked how they interpreted and implemented 

innovation. Second, a survey was undertaken with Minangkabau SME owners to examine 

relationships between innovation constructs, innovation outcomes and personal values. 
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Innovation-related constructs examined in this study included organisational structure, 

future orientation, risk-taking, Minangkabau values, external changes and competition, 

innovation climate, incremental innovation, radical innovation, and innovation 

implementation.  Data were collected from 400 Minangkabau SME owners residing in 

four Indonesian cities. A partial least squares approach was used to analyse the data and 

estimate the suggested structural models. 

The research makes important contributions to our knowledge of innovation in SMEs. 

Firstly, future orientation, incremental and radical innovation, innovation 

implementation, and a top down approach led to better Minangkabau SME innovation 

outcomes. Secondly, social changes, competition and changes, and cultural values did not 

significantly influence innovation outcomes; suggesting SME innovation in Indonesia has 

been isolated from the external environment. Thirdly, power was found to be the most 

important value type related to Minangkabau SME innovation, although tradition was 

also valued. This may signify a link between a collectivist culture and innovation. 

Fourthly, trust and networks were also important.  The findings suggested that, in the 

Minangkabau’s collectivist culture SME owners did not seek the support of social 

networks to enhance innovation outcomes.   The study suggested Minangkabau SME 

owners need to proactively engage with their external environment, benefit from 

Minangkabau networks and be strategic thinkers if they are to successfully pursue 

business opportunities and improve innovation outcomes.  
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CHAPTER 1                                                                   

INTRODUCTION 

1.0 A Brief Background to the Research 

Understanding Small and Medium-sized Enterprises (SMEs) is critical in Indonesia as 

these businesses play a central role in the economy. According to the Ministry of 

Cooperatives and SMEs, SMEs make up 99 percent of all businesses in Indonesia (more 

than 55 million businesses), employ 86 percent of the workforce and contribute 58 percent 

to gross domestic product (GDP) (Kementerian Koperasi dan Usaha Kecil Menengah 

2014). Indonesian SMEs have proved to be a resilient sector of the economy, surviving 

and accelerating economic growth during financial crises that weakened big businesses. 

This resilience has elevated SMEs to ‘hero’ status in Indonesia (Tambunan 2009). 

However, a more pessimistic view of the role SMEs have in the Indonesian economy 

suggests their ability to survive is a result of their reliance on domestic consumption and 

that they have little to do with the global economy (Mourougane 2012).  This rather 

pessimistic view reflects a belief that Indonesia’s SMEs are not ready to compete in 

international markets (Chandra & Hattari 2013).  

Regional free trade agreements through the ASEAN Economic Community1 (AEC) in 

2015 will expose Indonesia’s SMEs to new opportunities and intense competition. Such 

challenges will place pressure on Indonesian SMEs to improve their readiness to compete 

with a heightened focus on innovation. Indeed, innovation is a critical component of 

                                                           
1  ASEAN (Association of Southeast Asian Nations) members are Indonesia, Malaysia, 
Philippines, Lao PR, Viet Nam, Singapore, Thailand, Myanmar, and Brunei Darussalam. With a 
market of over 600 million consumers and combined GDP of nearly US$3 trillion, AEC is 
offering more opportunities to these countries to develop their economies. In this case, Lesher 
and Plummer (2011) suggest ASEAN members should increase their level of productivity and 
competitiveness.   
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SMEs’ competitiveness and sustainability in Indonesia, as its newly-industrialising 

economy is no longer able to rely on its resource base or low-cost labour advantages 

(Habaradas 2009, p. 17). Indonesian SMEs will need to become more adept at innovating 

if they are to compete in increasingly global markets. Frambach and Schillewaert (2002) 

suggested competitive pressures, such as those facing Indonesian SMEs, may affect an 

organisation’s willingness to innovate and adopt innovations. A focus on innovation in 

competitive markets reflects Drucker’s (1985) notion that innovation is a tool business 

owners can use to exploit business opportunities. However, not all SMEs use innovation 

to exploit new opportunities, raising the question as to why some SMEs transform 

themselves into high-growth businesses through innovation, while others do not. 

1.1 Aims of The Present Study 
 

In addition to the importance of SME innovation, previous researchers have suggested 

SME innovation research needs to adopt a broader approach (e.g., Humphreys, McAdam 

& Leckey 2005; Indarti 2010; Totterdell 2002) and include people and cultural issues as 

this would be useful in providing a comprehensive understanding of SME innovation 

(Humphreys, McAdam & Leckey 2005; McAdam et al. 2010). Following this suggestion, 

the present study considered factors that may influence SME innovation in a specific 

group in Indonesia.  

A second aim of the study was to examine the organisational factors that influence 

innovation outcomes and the effectiveness of innovation implementation.  Innovation is 

costly and there is no guarantee innovation can be successfully implemented (Sivadas & 

Dwyer 2000), which is why innovation outcomes are crucial. They reflect an 

organisations’ ability to benefit from implementing innovation (Sawang, Unsworth & 

Sorbello 2007). In other words, positive innovation outcomes signify successful 

innovation implementation (Sawang & Unsworth 2011).   
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Indonesia has been experiencing major social changes (Sairin 2002; Robinson 2008; 

Ananta et al. 2013) that are likely to influence SME innovation. The present study 

examined three key social changes in Indonesia (improved gender equality, migration and 

the demographic bonus). The demographic bonus refers to the number of young people 

in Indonesia who may increase productivity (Ananta 2010). The roles gender and 

generational differences play in signifying social changes have long been recognised 

(e.g., Ryder 1965; Stewart & Healy 1989), as has the migration experience (e.g., Rosen 

1973; Sorokin 1959). 

The present study focused on SME innovation in a Minangkabau context. Concentrating 

on this ethnic group provided an opportunity to examine SME innovation in a culture 

with an innovation tradition (Elfindri, Ayunda & Saputra 2010) in which entrepreneurship 

and SME ownership are underpinned by a matrilineal society (Putra 2014).   The 

Minangkabau also have a strong tradition of migration, which has resulted in 

Minangkabau SMEs being found throughout Indonesia. 

The Minangkabau is a matrilineal ethnic group in which women have a special status. 

Thus, gender roles are different in this context. In terms of generational change, the 

Minangkabau population can be divided in terms of their experience of the Revolutionary 

Government of the Republic of Indonesia (PRRI). Minangkabau born between 1946 and 

1964 experienced the PRRI, which had traumatic outcomes for many West Sumatrans, as 

they were regarded as rebels by other Indonesians. The Minangkabau fought for 

autonomy from the Central Government but these actions resulted in “war, defeat, and 

humiliation” (Kahin 1999, p. 229) and a decline in Minangkabau political and economic 

power. Minangkabau born after 1964 experienced a centralised and authoritarian 
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government during the Suharto period, which was termed the orde baru (New Order).2 

Minangkabau Generation Y (i.e., those born after 1980), on the other hand, have benefited 

from the orde reformasi, 3  which resulted from democracy being implemented after 

Suharto left government in 1998. Given the significant differences in political, economic 

and social context experienced by different generations of Minangkabau, the impact 

generational differences have on SME innovation outcomes was examined in the present 

study. 

As SME owners in Indonesia are ultimately responsible for the management and 

performance of their businesses as they run the business on a daily basis (Turner 2003), 

the role of the SME owners’ personal values in SME innovation were also examined. 

According to McClelland (1965), businesspeople have distinctive values. Previous 

research has identified relationships between values such as self-enhancement and 

openness to change and innovativeness (Kaasa & Vadi 2010; Marcati, Guido & Peluso 

2008) and to autonomy and risk-taking (Brown & Eisenhardt 1998; Scott & Bruce 1994; 

Van de Ven et al. 1999). 

Personal values are powerful and complex. They influence people (Feather 1992) and 

motivate them to act in particular ways (Lee, Soutar & Louviere 2008; Verplanken & 

Holland 2002). Consequently, different individuals may be motivated by different values, 

even when they have similar experiences. Some people may see a phenomenon, such as 

change, as an inevitable sine qua non and be excited about dealing with it, while, for 

others, change is a threat to be opposed. SME owners are no different in this regard. Some 

                                                           
2 Orde Baru (New Order) is usually used to label the Suharto leadership era in Indonesia (1966 to 
1998). Suharto, the second Indonesian President, used this term to differentiate his leadership 
from the previous Sukarno regime. 
 
3 Orde reformasi is a term used to describe the reformation of post-Suharto Indonesia (from 1998 
until now). 
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are likely to embrace innovation, while others are likely to try to retain the status quo. 

Schwartz (2011) suggested that it is important to explore the personal values of ethnic 

groups in order to understand motivations and behaviour. Thus, the relationships between 

values and innovation in SMEs owned by members of the Minangkabau ethnic group 

were examined. 

According to Rosenbusch, Brinckmann and Bausch (2009), SME innovation outcomes 

reflect the context of the innovation. Indarti (2010) suggested SME innovation research 

in Indonesia and other emerging economies differs significantly from developed 

economies. She found Indonesian SMEs typically had no plans to innovate due to a lack 

of resources and experience in research and development. Differing from SMEs in 

developed countries, SMEs in emerging economies such as Indonesia have not typically 

been designed to pursue radical innovation (Indarti 2010). SMEs in emerging economies 

typically need to deal with fundamental requirements of small business entities, such as 

an inability to expand the market, a lack of governance structures and even the absence 

of a formal legal status (Tambunan 2009). As a result, SMEs in emerging economies have 

more problems than those in developed countries.  

Carland et al. (1984) linked entrepreneurs with distinctive characteristics, mainly 

innovative behaviour, which differentiated them from other small business owners. Thus, 

SME owners are not necessarily entrepreneurs. In essence, entrepreneurship is about 

creating innovative ventures (Schumpeter 1934) and with an ability to seek opportunities 

(Shane 2000). Facing the risks of doing business is also a feature of entrepreneurship 

(Frederick, Kuratko & Hodgetts 2006), as these risks often deal with uncertainty. In the 

present study, innovation was viewed as a key factor distinguishing entrepreneurs and 

SME owners. Thus, the present study examined innovation in order to see whether 

Minangkabau SME owners were entrepreneurs. The long history of innovation and 
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entrepreneurship among the Minangkabau suggested Minangkabau SME owners might 

be better placed to benefit from innovation than other SME owners in Indonesia. The 

present study aimed to answer the following research questions: 

1. How do Minangkabau small business owners understand and practise 

Minangkabau values and business innovation? 

2. Are there relationships between Minangkabau SME owners’ innovativeness, 

administrative reform, implementation, radicalness, Minangkabau values, 

competition and changes (innovation-related constructs) and their innovation 

outcomes? 

3. To what extent do generational and gender differences and merantau (voluntary 

migration) influence these relationships? 

4. Are there relationships between SME owners’ values and the innovation-related 

constructs? 

1.2 The Importance of the Present Study 

Despite the abundance of literature on SME innovation, this interlinked and complex 

concept requires further investigation (Rowley, Baregheh & Sambrook 2011). SME 

innovation research has focused on two important questions: 

1. Why are some SMEs more innovative than others? 

2. What are the impacts of SME innovation on innovation outcomes?  

Although progress has been made towards answering these questions, gaps remain in 

the SME innovation literature. In particular, there are few studies of SMEs’ 

innovation outcomes (Simpson, Siguaw & Enz 2006) or SME innovation 
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implementation (Sawang, Unsworth & Sorbello 2011) and little empirical research 

addressing these issues in emerging economies, such as Indonesia. Consequently, the 

present study was undertaken in an attempt to fill some of these gaps.  

Previous research has examined ethnic entrepreneurship and small business management 

(e.g., Altinay & Altinay 2006; Kraybill, Nolt & Wesner 2010; Masurel et al. 2002), but 

little research has examined SME innovation in Indonesia or within the Minangkabau 

ethnic group. Hausman (2005) suggested it would be beneficial to examine SME 

innovativeness in different environments, as there is a lack of detail about how cultural 

factors affect innovativeness. The present study aimed to address this issue and add a new 

perspective to SME research by examining the impact demographic factors (generation, 

gender, migration, and ethnic background) and personal values had on SME innovation 

within a single study. 

Habibie (2012) noted Indonesia had a human resource problem and that many micro and 

small enterprises did not add a great deal of value to the economy. While they are small 

in number (less than one per cent of the total number of business enterprises), large 

Indonesian enterprises are much more productive. Therefore, it was anticipated that a 

deeper understanding of SME innovation and innovation outcomes could assist SMEs 

transform themselves into high-growth and more competitive businesses. 

1.3 SME Innovation Policy 
 

The critical research questions about SME innovation described in Section 1.0 (i.e., why 

do existing SMEs find it difficult to innovate and why do some SMEs transform 

themselves into high-growth businesses, while others do not?) reflect a need to improve 

policies targeted at Indonesia SMEs. The government can help SMEs with pro-growth 

policies and improvements to infrastructure.  Further, governments can support SME 
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innovation by taking a strategic interventionist approach that protects and advocates for 

SME interests (Peterson 1988). Although governments measure innovation outcomes in 

their assessment of the costs and benefits of policies, very few studies have examined 

SME innovation outcomes empirically (Laforet 2013). 

Tödtling and Trippl (2005) provided a broad perspective of SME innovation policies, 

suggesting they include many variables, including regional innovation systems. They 

found less favoured regions have weak innovation capabilities and that governments may 

need to have different approaches in such regions; focusing on improving SMEs’ strategic 

and innovation capabilities, strengthening regional clusters and linking them to clusters 

outside the region and building SMEs’ technical and managerial skills. Huang, Soutar 

and Brown (2002), who studied SME innovation in Australian manufacturing industries, 

also suggested government policymakers need to assist SMEs improve strategic planning 

and marketing, as these aspects are strongly related to new product success. This body of 

research highlights the importance of understanding regional contexts in terms of 

innovation barriers and that we need to deepen our understanding of the impact context 

has on innovation outcomes. 

Hadjimanolis (1999) identified a tendency for policymakers to apply a ‘one-size-fits-all’ 

approach, as they think all SMEs have similar problems and solutions. This is perhaps 

also the case in Indonesia (Games 2011), even though the Government - especially the 

Ministry of Trade and the Ministry of Cooperatives and SMEs - provides a range of 

support, including training, exhibitions and relevant skill development programs (Indarti 

2010). Consequently, the present study identified the policy implications for SME 

innovation in Indonesia.  Such implications are timely; as the Indonesian Government 

recognises SME innovation is an emerging issue (Adiningsih 2005; Jahja & Wirawan 

2012). In the past, policymakers have focused on the development of SME clusters: 
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attempting to co-locate SMEs that produce the same products to make more efficient use 

of resources (Jahja & Wirawan 2012). However, little attention has been given to policies 

that encourage innovation and growth in Indonesia’s SMEs. As the Indonesian economy 

is reliant on SMEs, there is a clear need to understand how policy can be used to help 

transform these enterprises into high-growth innovative SMEs or to attract new 

entrepreneurs who can take advantage of the changing economic environment. 

In developing countries, promoting technology transfer and supporting business start-ups 

are typical policy approaches to the SME sector (Lado & Vozikis 1996). In Indonesia, in 

addition to SME cluster development, business start-up support and business planning 

competitions have been encouraged. However, many of these activities have been 

conducted without clear indicators or evaluation (Games 2011; Hill 2001). As little 

attention has been paid to the specific context of Indonesian SMEs, the Government has 

not used strategies that draw on SME owners’ characteristics, and no particular 

approaches have been developed to strengthen SME innovation. Consequently, results 

from empirical research would be useful in identifying new policy approaches that might 

encourage and support SME innovation in Indonesia. 

1.4 The Research Approach 
 

The approach used in the present study is discussed in detail in Chapter 3. In brief, the 

study was undertaken in two stages (a qualitative and a quantitative phase) that were 

conducted sequentially. This two stage approach enabled the link between personal values 

and Minangkabau SME innovation to be examined in detail. In the qualitative phase, 

phenomenographic personal interviews were conducted with Minangkabau SME owners 

to investigate their values and business innovation. In the second stage, a survey was 

undertaken to collect data from a large sample of Minangkabau SME owners. These data 
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were analysed in a variety of ways, as outlined in Chapter 3, in order to address the study’s 

research questions. 

1.5 An Outline of the Thesis 

The thesis has seven chapters. Chapter 2 provides an overview of the literature on SME 

innovation, values and the Minangkabau context of the present study. This review 

provides a detailed examination of the SME innovation concepts presented in the 

Introduction and outlines the conceptual model developed to guide the research. In 

Chapter 3, the research methodology for the qualitative and quantitative phases of the 

study is presented. In Chapter Four, the findings of the qualitative phase are presented, 

focusing on a detailed explanation of innovation processes and the role of cultural values 

in influencing SME innovation. In Chapter 5, the results of the quantitative study are 

presented, including an assessment of the research model using data collected in four 

Indonesian cities. 

In Chapter 6, the findings of the qualitative and quantitative phases are discussed, while 

Chapter 7 concludes the thesis by explaining the research tasks and findings, limitations 

and suggestions for future research. This chapter also identifies some managerial 

implications and discusses some implications for Indonesian policymakers. 

1.6 Chapter Summary 
 

The present study follows suggestions that SME innovation research should provide a 

broader approach to innovation. Intense competition, free market and social changes have 

represented challenges to SME innovation in Indonesia, making such research crucial. 

The present study focuses on Minangkabau, who are regarded as a source of entrepreneurs 

in Indonesia. While it is important to understand whether SME owners have engaged in 

innovation, there is no comprehensive, empirical research that has examined SME 
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innovation and innovation outcomes in Indonesia. Although anecdotal evidence suggests 

Minangkabau SME owners’ personal values influence their innovation practice, this has 

not been empirically tested. In addition, the present study provides insights into the 

influence that migration, generational and gender differences have on SME innovation. 

The Minangkabau’s cultural values and social structures that encourage entrepreneurship 

and innovation offer a unique set of contextual factors in which to study of SME 

innovation.  
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CHAPTER 2                                                                   

LITERATURE REVIEW 

2.0 Introduction 

This Chapter is divided into three sections. First, innovation and SME innovation 

concepts are identified and discussed. Second, migration, generational change and gender 

in the context of Indonesia and the Minangkabau are explored; along with the roles these 

factors might play in SME innovation. Third, the concept of personal values is examined 

to identify relationships between personal values and innovation. 

2.1 Part 1: SME Innovation as a Comprehensive Concept to 
Evaluate SMEs 

 

There has been a great deal of debate in the literature as to how innovation should be 

defined (Baregheh, Rowley & Sambrook 2009). For example, Rogers (2002, p. 990) 

defined innovation as “any idea, practice or object that is perceived to be new by an 

individual or other unit of adoption”. Further, innovation in an organisational context can 

be defined as: 

The intentional introduction and application within a job, work team or 

organization of ideas, processes, products or procedures which are new to that job, 

work team or organization and which are designed to benefit the job, the work 

team or the organization (West & Farr 1990, p. 9). 

Both Rogers’ (1995) and West and Farr’s (1990) definitions suggest innovation is 

subjective and determined by newness to an individual or group. Moreover, innovation 

can also be defined as a process: 
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That includes the generation, development, and implementation of new ideas or 

behaviours…to encompass a range of types, including new products or services, 

new process technologies, new organizational structures or administrative 

systems, or new plans or programs pertaining to organizational members. 

(Damanpour 1996, p. 694) 

In line with these broad perspectives, Soutar and McNeil (1993) defined innovation in 

SMEs as a comprehensive construct that includes product and process innovation and 

work practices, emphasising newness to firms. Based on these definitions, the present 

study saw SME innovation as a comprehensive construct that encompasses newness to 

SME owners who run the business on a daily basis, including the generation, development 

and implementation of new ideas and behaviours. This conceptualisation of innovation 

reflects the complexity and integrated nature of innovation in SMEs and the 

characteristics of Indonesia’s SMEs. 

It is essential to SME understand innovation because there are substantial differences 

between the innovation strategies of SMEs and large firms (Mazzarol & Reboud 2011). 

These differences can be explained, in part, by the availability of human, physical and 

financial resources (Laforet 2013; Laforet 2011). While SMEs face resource constraints 

(Zhang, Macpherson & Jones 2006) that may affect innovation, access to resources does 

not fully explain why some SME owners successfully implement innovation and others 

fail (Mazzarol & Reboud 2011). Although questions about the factors influencing SME 

innovation success and failure continue to be examined, a comprehensive explanation of 

SME innovation remains elusive (Laforet 2013; Mazzarol & Reboud 2011). 

Rosenbusch, Brickmann and Bausch (2011) and Tidd, Pavitt and Bessant (2001) 

suggested the main reason the factors influencing successful SME innovation have not 

been fully identified is because there are so many factors that influence success or failure. 
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Indeed, some researchers have argued a combination of external environmental and 

internal organisational factors play a role in determining SME innovation (e.g., Laforet 

2008, Salavou, Baltas & Lioukas 2004). 

Leadership plays a key role, as leaders need to create an innovative culture by 

encouraging employees to search for new ways to deal with problems, taking risks and 

exploring their ideas even when their outcomes are unclear (Amabile 1996; Scott & Bruce 

1994). A leader should also be able to implement changes and convince employees they 

can work together (Soriano & Martinez 2007). Leadership impacts on organisational 

learning (Zhang, Macpherson & Jones 2006), market‐orientation and innovativeness 

(Keskin 2006). 

To some extent, organisations are a reflection of their leaders (Hambrick & Mason 1984). 

Thus, in SMEs, organisational learning, market-orientation and innovativeness are likely 

to closely reflect an owner’s vision, goals, leadership and characteristics. According to 

Schein (1995), organisational vision and goals represent founders’ and owners’ values. 

Researchers have attempted to examine the relationship between innovation and its 

consequences for performance.  Klein and Sorra (1996) emphasised the importance of 

understanding leaders’ and followers’ personal values if we are to understand innovation 

and organisational performance. 

The impact leadership has on innovation is, arguably, even more important in SMEs, as 

owner-leaders are typically responsible for the generating ideas, implementation and the 

outcomes of the innovation (Laforet & Tann 2006). Soutar and McNeil (1993) 

emphasised the importance of an SME owners’ ability to create an environment 

conducive to innovation by creating appropriate organisational structures and systems. 
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Ratam (2005) confirmed leadership in Indonesia’s SMEs was crucial in determining 

innovation success. Surprisingly, he found transactional leadership was more effective in 

this context, perhaps because of a lack of education and skills among SME employees 

(Ratam 2005). 

Innovation is a complex concept (Damanpour 1996) and this is also true for SME 

innovation (Edwards, Delbridge & Munday 2005). Researchers have attempted to 

examine SME innovation in different ways. For example, researchers have examined the 

relationship between SME innovation performance and the type of innovation, such as 

process innovation and technological innovation and radical and incremental innovation 

(e.g., Oke, Burke & Myers 2007; Gunday, Ulusoy & Alpkan 2011). Studies have also 

examined SME innovation in a particular region, country or industry (e.g., Forsman 

2011), and in particular types of companies, such as manufacturing companies (e.g., 

Drejer 2004). In addition, some authors (e.g., Avermaete, Viaene & Crawford 2003; 

Johannessen, Olsen & Lumpkin 2001) have discussed innovation from an output 

perspective (e.g., product, process, organisational), while others (e.g., Damanpour 1996; 

Jansen, Van Den Bosch & Volberda 2006) have described innovation activities in terms 

of the degree of change (e.g., radical and incremental). 

SME researchers have found external factors, such as the region in which an SME is 

located, can have a significant influence on SME innovation (Kaufmann & Todtling 

2002). This research suggested it may not be possible to extend the approach and findings 

of SME innovation research undertaken in developed economies to emerging economies. 

For example, many studies of SME innovation in developed economies use the number 

of patents or patent information as an indicator of SME innovation (Lefebvre & Lefebvre 

1993; Becheikh, Landry & Amara 2006). In emerging economies, such as Indonesia, this 

may not be appropriate (Indarti 2010).   
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Scozzi, Garavelli and Crowston (2005) analysed Italian SMEs’ capability and willingness 

to innovate. They found typical problems included having a short-term perspective, a lack 

of infrastructure, resistance to new methods and a lack of work flexibility. Although 

SMEs in emerging economies also face these problems, such businesses typically need to 

deal with more fundamental barriers, such as a lack of governance and the absence of 

formal legal status (Tambunan 2009). Despite these differences, SMEs in developed and 

developing countries do share similar problems and challenges. As such, Radas and Bozic 

(2009) felt SMEs in developing countries can learn from the experiences of SME 

innovation in developed countries, which are well documented and plentiful. 

Only a handful of studies of SME innovation have been undertaken in emerging countries 

(Radas & Bozic 2009). Therefore, policy makers in emerging countries have relied on 

evidence from SME innovation programmes in developed countries (Hadjimanolis 1999). 

However, this may not be wise, as there are real differences (Hadjimanolis 1999; Indarti 

2010). 

SME innovation can be evaluated in various ways (Damanpour 1991). For example, 

researchers may include new product development, process innovation and new ways of 

working (Laforet 2011). West and Farr (1990) included administrative changes, such as 

new human resource management strategies and the introduction of teamwork, as part of 

innovation. Types of innovation include new product development, process innovation 

and new ways of working (Laforet 2011).  Laforet (2013) argued barriers to innovation 

in SMEs may be caused by owners’ risk-averse attitudes or intolerance of uncertainty.  

Indarti’s (2010) study of artisan SMEs in Indonesia found these SMEs focused on product 

innovation because it was considered less risky and likely to result in direct financial 

benefits, such as an increase in sales. Additionally, it would be costly for such SMEs to 

pay attention to other innovation activities, such as research and development. Therefore, 
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although SMEs may have similar problems in different countries or environments, every 

SME has different choices or approaches to implementing and making use of innovation 

activities. 

In summary, a number of limitations and suggestions were identified from a review of 

the SME innovation literature, namely: 

1. Such research has focused on factors contributing to innovation and 

characteristics of successful innovations but there is a lack of studies of SME 

innovation outcomes (Laforet 2013) and implementation (Sawang, Unsworth & 

Sorbello 2011).  

2. It is critical for the Indonesian government to have the right policies in place to 

encourage and accelerate SME innovation.  

3. As innovation is a complex concept, it is important to take an integrative approach 

that includes important innovation constructs. 

SME innovation includes innovativeness (Keskin 2006), administrative innovation, 

radicalness, innovation outcomes (Laforet 2013; Sawang & Unsworth 2011) and the 

external environment (Jaworski & Kahli 1993). Based on this conceptualisation, which is 

shown in Figure 2.1, the present study focused on a number of innovation concepts that 

encompass the SME innovation and these concepts are discussed further in subsequent 

sections. 
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Figure 2.1 The Innovation-related Constructs and Innovation Outcomes included 
in the Present Study 

 

The aim of the present study was to provide a comprehensive picture of Minangkabau 

SME innovation. As can be seen in Figure 2.1, Minangkabau SME innovation was 

evaluated by examining four innovation concepts (i.e., organisational innovativeness, 

type of innovation, innovation implementation and the SME environment). Further, as 

one of the main objectives of the present study was to understand what factors influence 

SME innovation outcomes, the present study divided SME innovation concepts into 

innovation-related constructs and SME innovation outcomes. The SME innovation-
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related constructs included organisational structure, risk-taking, creativity, future 

orientation, radical innovation, incremental innovation, implementation, Minangkabau 

values, external changes and competition and innovation climate. SME innovation 

outcomes were measured using the innovation effectiveness concept.  

2.1.1 Innovation outcomes 

Simpson, Siguaw and Enz (2006) identified the importance of using a comprehensive 

concept of innovation outcomes, as many studies focus on the factors that affect 

innovation. They also noticed that previous studies tended to select specific approaches 

when evaluating innovation outcomes, such as the number of innovations adopted (Han, 

Kim & Srivastava 1998) and performance (Hult, Hurley & Knight 2004). Simpson, 

Siguaw and Enz (2006) suggested the concept of innovation orientation outcomes and 

divided this into: 

1. The positive outcomes of innovation (e.g., more innovation/ideas, increased 

innovation productivity and shorter cycle times). 

2. The negative outcomes of innovation (e.g., employee resistance, increased costs 

and too many changes for change sake).  

Laforet (2013) used this conceptualisation and found innovation in the SMEs studied had 

positive outcomes, such as an increase in productivity, profit margin, market leadership, 

efficiency and an improved working environment. Interestingly, she also found negative 

outcomes, as the SMEs operated outside their core competencies. 

Totterdell et al. (2002) identified innovation outcomes related to employees, customers, 

financial performance and quality of life. They found that, in order to get the greatest 

benefits from innovation, organisations needed to focus on specific types of innovation.  
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For example, Sawang, Unsworth and Sorbello’s (2007) found SMEs gained significant 

benefits from innovation in terms of customer satisfaction, financial performance and 

product and service quality. They suggested innovation effectiveness was the overall 

outcome from implementing innovations. Further, Sawang and Unsworth (2011) found 

innovation effectiveness was an appropriate way to measure innovation implementation, 

as it refers to an organisation’s understanding of the benefits of an innovation, suggesting 

innovation effectiveness indicates how innovations have changed the SME as a whole 

and to the extent to which the SME has benefited from an innovation.  Innovation 

effectiveness includes all aspects that might be affected by implementing an innovation, 

such as productivity, financial outcomes and employee morale (Klein, Conn & Sorra 

2001; Simpson, Siguaw and Enz 2006; Laforet 2013). The present study used Sawang, 

Unsworth and Sorbello’s (2007, p. 110) innovation effectiveness approach defining the 

construct as “the overall organisational outcome which results from implementing 

innovations”. 

Innovation effectiveness is not an isolated construct. As Figure 2.2 shows, innovation 

effectiveness is linked to interrelated sources of innovation effectiveness. These factors 

include leadership and organisation, culture and values, people and skills and processes 

and tools (Loewe & Dominiquini 2006). This means innovation effectiveness includes all 

aspects of an organisation (i.e., external, internal and processes). Previous research, in 

particular Sawang (2008) and Sawang, Unsworth, and Sorbello (2010), focused on 

innovation implementation and management initiatives to explain innovation 

effectiveness. 

 



22 
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People & Skills
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Figure 2.2 Innovation Effectiveness Framework 

Adapted from (Loewe & Dominiquini 2006, p. 25) 

2.1.2 Innovation implementation 

Klein and Knight (2005, p. 243) defined innovation implementation as “the transition 

period during which (individuals) ideally become increasingly skilful, consistent and 

committed in their use of an innovation”. They distinguished this concept from innovation 

adoption. For example, innovation adoption is like the purchase of an exercise machine, 

while innovation implementation focuses on whether the machine has been used 

regularly, in a skilled, consistent and committed manner. Klein and Knight (2005) 

identified supporting organisational characteristics that help innovation implementation; 

including a positive climate for implementation, management support, financial support, 

future and a learning orientation. 

There are few innovation implementation studies, particularly in SMEs (du Plessis 2008; 

Hadjimanolis & Dickson 2000). As was noted earlier, innovation implementation 
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effectiveness is closely linked to innovation effectiveness (Sawang & Unsworth 2011). 

Therefore, innovation implementation effectiveness was used here to evaluate 

Minangkabau SME innovation implementation. As can be seen in Figure 2.3, innovation 

implementation effectiveness directly influences innovation effectiveness (Sawang & 

Unsworth 2011). Innovation implementation identified the factors that lead to effective 

innovation implementation (see also Klein & Sorra 1996).  

Financial Resource 
Availability

Top Management 
Support

Implementation 
Policies and Practices

Implementation 
Climate 

Implementation 
Effectiveness

Innovation 
Effectiveness

Human Resources 
Availability

 

Figure 2.3 Results of the Model of Implementation Effectiveness 

Adapted from (Sawang & Unsworth 2011, p. 1002) 

McAdam et al. (2010) found leadership, culture and continuous improvement were 

important, as was structure, as it helped ensure open communication (Humphreys, 

McAdam & Leckey 2005). These studies also found SME innovation implementation 

includes many aspects that created significant changes in the SME as a whole.  

Antecedents to innovation implementation identified in the studies of innovation 

reviewed that were included in the present study included structure, future orientation, 

incremental and radical innovation. Previous SME innovation research found it was 

important to evaluate innovation implementation from the perspective of the owners who 

run the business on a daily basis. Therefore, the present study followed this approach and 
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examined innovation implementation effectiveness from the perspective of the SME 

owner.  

2.1.3 Organisational innovativeness 
 

There has been substantial debate as to the definition and interpretation of the complex 

concept of organisational innovation and innovativeness (see Damanpour 1991; Ruvio et 

al. 2013). However, there have been attempts to make organisational innovation concepts 

clearer. For example, Hurley, Hult and Knight (2005) described organisational 

innovativeness as an organisational climate that enables the continuous generation of new 

ideas and products. Organisational innovation has also been operationalised as the 

number of innovations organisations have adopted (Garcia & Calantone 2002; Wang & 

Ahmed 2004). This operationalisation overlaps with conceptualisations of innovation and 

innovativeness (Garcia & Calantone 2002), which is not surprising, as these concepts are 

difficult to separate. 

Ruvio et al. (2014) emphasised the importance of separating innovation and 

innovativeness with organisational innovativeness seen as a multidimensional construct 

that includes creativity, openness, future orientation, risk-taking and pro-activeness. Like 

Hurley, Hult and Knight (2005), they conceptualised organisational innovation as an 

organisational climate that helps innovative outcomes, such as product, behaviour and 

strategic innovation, lending support to the idea that organisational innovation is a 

surface-level indicator of an organisations’ culture. Subsequent sections discuss the 

organisational innovativeness constructs used in the present study. 

 



25 
  

2.1.3.1  Future orientation 

Future orientation can be a powerful concept, as it can indicate a person’s willingness to 

attain a better future (Nurmi 1991). Future orientation plays an important role in 

introducing and sustaining efforts to manage expected and unexpected outcomes 

(Aspinwall & MacNamara 2005). This concept includes plans, goals, aspirations and 

expectations (Aspinwall 2005). In terms of organisation and strategies, a future 

orientation can provide guidance about where the organisation wants to go and their 

current stage of development. This knowledge is critical at start-up and throughout the 

lifecycle of the business (Kuratko, Hornsby & Naffziger 1997). A future-oriented focus 

is also a component of authentic leadership and SME employees who see their leader as 

more authentic have consistently greater organisational commitment, job satisfaction and 

work happiness (Jensen & Luthans 2006).  

Yadav, Prabhu and Chandy (2007) found future-oriented business leaders have positive 

and long-term impacts on innovation outcomes. They suggested leaders who focus on the 

future are faster at adopting new technologies. Future-oriented business leaders seem to 

formulate effective innovation strategies in response to the external environment. In 

SMEs, future orientation may be even more important, as the role of SME owners is 

dominant (Laforet & Tann 2006).  

Despite the importance of future orientation, Stonehouse and Pemberton (2002) found 

SMEs have an informal approach to planning, which means SME owners’ ability to 

communicate their vision, goals and short- to long-term plans is important. This is a 

critical issue in SMEs where there is a lack of separation between owners’ personal 

visions and goals and their vision and goals for the business (Naffziger, Hornsby & 

Kuratko 1994). Further, many SMEs have only short-term goals and perspectives (Man, 
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Lau & Chan 2002). Consequently, SME employees may not be expected to worry about 

long-term plans and strategies (Stonehouse & Pemberton 2002). 

2.1.3.2  Creativity and risk-taking 

Creativity can be defined as the generation of new and potentially useful ideas (Amabile 

1983; Shalley 1991). Creativity is an important aspect of innovation implementation, 

especially in its initial stages (West 2002). According to Patterson (1999), leaders are 

crucial to the generation of new and useful ideas. Indeed, Soutar and McNeil (1993) 

emphasised the importance of creating environments conducive to innovation. However, 

Miron, Erez and Naveh (2004) found creativity was not enough to ensure successful 

innovation. This suggests creative people are not necessarily highly innovative and 

environmental support for creativity may not be enough to maximise their potential. 

Cannon and Edmondson (2001) suggested organisational creativity reflected how an 

organisation learns from its mistakes, encourages experimentation with new work 

approaches and provides constructive feedback on how to improve. Accordingly, leaders 

need to create innovative cultures by encouraging employees to search for new ways of 

dealing with problems, taking risks and exploring their ideas, even when their outcomes 

are unclear (Miron, Erez & Naveh 2004; Scott & Bruce 1994). As a result, embedding 

creativity requires a willingness to take risks. 

Sivadas and Dwyer (2000) argued SME innovation is risky because it is costly and there 

is no guarantee decisions to innovate will enhance performance. However, SMEs need to 

take risks, as this indicates their openness to change, including new ways of working 

(Laforet & Tann 2006). Risk-taking reflects the way organisations perceive business 

opportunities (Moon 1999). SMEs that were not designed to innovate and are satisfied 
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with current performance are likely to be unwilling to take risks (Storey 1994). Clearly, 

SME owners play a central role in calculating the risk associated with opportunities. 

2.1.4 Organisational structure 

As innovation is a measure of an organisation’s readiness and ability to deal with new 

challenges, it includes all of the people and processes in the organisation needed to 

enhance performance (Damanpour 1996). Innovation processes can be seen as the way 

people work together to innovate (Garcia & Calantone 2002). Organisational structure is 

a primary determinant of innovation, as it relates to how an organisation is run and 

explains the leader-follower relationship (Damanpour 1991). 

According to Miller and Friesen (1984), there are two types of organisational structure 

(horizontal organisations with informal structures that emphasise decentralisation and 

fewer rules and vertical organisations with formal structures that emphasise centralisation 

and control).   In SMEs, organisational structure characteristics may differ depending on 

the size of the business and the sector in which it operates (Meijaard, Brand & Mosselman 

2005). Some researchers (e.g., Naffziger, Hornsby & Kuratko 1994) have identified a 

lack of separation between ownership and management in SMEs, as well as a lack of 

written or formal organisational structure and a preference for centralised system or top 

down structures, as these give owners an ability to control their businesses. According to 

Chang, Hughes and Hotho (2011), centralisation can give certainty and clarity about what 

to do and how to implement innovations. Thus, the centralisation of decision-making and 

authority can facilitate rapid change and innovation in SMEs (Sheremata 2000).  In 

contrast, Damanpour (1991) argued less bureaucratic structures may help organisations 

achieve better results because flexibility and freedom are the key to promoting relevant 

values in a workplace.  It is widely accepted that SMEs have several advantages over 

large enterprises because of their size and flexibility (Gunasekaran, Bharatendra & Griffin 
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(2011).  Freedom in generating and implementing innovation ideas, intense and close 

communication between people, including employee-employer communication, 

continuous improvement and rewards for those who introduce and support innovation are 

seen as the keys to creating a positive environment for SME innovation (Soutar & McNeil 

1993). More specifically, flexibility and room for continuous improvement can be seen 

in organisations’ structures as they need to accommodate an enthusiasm to make changes 

(Jaworski & Kohli 1993).  

Sawang (2008) and Loewe and Dominiquini (2006) suggested it is important for 

organisations to provide opportunities for employees to share ideas and express their 

capabilities. This reflects Soutar and McNeil’s (1993) suggestion that autonomy, 

flexibility (some room for continuous improvement) and rewards for those who introduce 

and support innovation are needed to create an environment conducive to innovation. A 

different structure may result in a different approach to organisational innovation. Thus, 

Damanpour (1991) suggested organisational structure is crucial. 

2.1.5 Radicalness 

Innovation requires the generation of new knowledge to meet the needs of markets 

(Benner & Tushman 2003), but such innovation can be incremental or radical. Some 

examples of incremental innovation are improving existing designs, revising existing 

products and services and improving the efficiency of existing distribution channels 

(Abernathy & Clark 1985). Radical innovation, on the other hand, creates fundamental 

changes in an organisation’s activities (Dewar & Dutton 1986; Tidd 2001) that can change 

market and customer behaviour (Zortea-Johnston, Darroch & Matear 2012).  Radical 

innovation needs abundant resources, which means not all SME owners can choose to 

follow such a path. 
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While it is possible for SMEs to undertake radical innovation, as they can often adapt to 

new technologies (Simon et al. 2002), they may prefer incremental innovation (Laforet 

& Tann 2006), as SMEs generally focus on strengthening existing capabilities and on 

making minor changes to existing products and processes (Gopalakrishnan & Damanpour 

1997).  

Johanessen, Olsen and Lumpkin (2001) identified one of the most important questions 

regarding the degree of change (radicalness) in SMEs by asking to whom the radical and 

incremental innovation was new; suggesting three possibilities (newness to the company, 

newness to the market and newness to the industry). However, Tidd, Pavitt and Bessant 

(2001) suggested radicalness is relative and dependent on firms’ perspectives. 

Incremental innovation by one firm may be seen as radical innovation by another. Indarti 

(2010) supported this notion, as Indonesian SME owners’ perceptions of an innovation 

were based on their own judgment of its radicalness. As noted in Section 2.1, the idea of 

using owners’ perceptions of innovation radicalness is in line with the conceptualisation 

of innovation used in the present study. 

2.1.6 External environment 

Prior research has argued the external environment plays an important role in innovation 

(Zahra 1996; Jansen, van den Bosch & Volberda 2006). SMEs must not only address their 

internal capacity to innovate, they also have to understand and address their external 

environments, as these can have a significant impact (Tomatzky & Fleischer 1990), with 

intense competition and rapid changes in technology being key factors (Slater & Narver 

1994).  
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Frambach and Schillewaert (2002) suggested competitive pressure may affect 

organisational innovation adoption, as well as people’s willingness to innovate. Yadav, 

Prabhu and Chandy (2007) found paying attention to external environments had 

significant and positive impacts on innovation outcomes because such managers are faster 

at detecting new technological opportunities and developing new products from those 

technologies. In contrast, they also found business leaders who focused on their internal 

environment were slower at detecting new technologies. These findings suggest the 

importance of leaders analysing their external environment. 

Competition and external changes can be interpreted differently. Kamien and Schwartz 

(1982) argued intense competition may reduce incentives to innovate that, in turn, inhibits 

innovative activities. Hostile competition and environments might harm performance, as 

a firm may not have anticipated competitive threats and addressed these with appropriate 

resources (Slater & Narver 1994; Jaworski & Kohli 1994). However, Jansen, van den 

Bosch and Volberda (2006) found that, for some enterprises, operating in more dynamic 

environments improved financial performance, as they pursued exploratory innovations 

because these environments stimulated their creativity and adaptation strategies.  

On the other hand, Ratam (2003) found external environments did not play a significant 

role in innovation in Indonesia’s SMEs. He found Indonesian SMEs’ innovativeness was 

more dependent on their internal culture than on external factors, such as the government 

and business networks. Indeed, leadership was more influential than external 

environments. A possible explanation is that the interactions between SMEs and external 

parties in Indonesia is not well developed, leading to a tendency for Indonesian SMEs to 

rely on their own resources and not expect others to help them to grow (van Geenhuizen 

& Indarti 2005). 
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Government policies and regulation are critical in ensuring there is access to the 

knowledge required for innovation and minimal risks when implementing innovation 

(Trott 2007). However, as was noted earlier, most Indonesian SME owners do not expect 

government support or external assistance to grow. Games, Darlis and Sari (2011) found 

Minangkabau SME owners felt becoming entrepreneurs had meant embracing self-

reliance. The external challenges with which they deal, such as a lack of government 

support and limited access to funding, were not surprising to them and they expected to 

make sacrifices to move ahead. However, it is important to examine the link between 

external environment and SME innovation in a broader perspective. Given significant 

recent changes in Indonesia (e.g., social changes, new types of political leadership and 

greater competition), there may be changes in the links between the external environment 

and SME innovation.   The external environment in Indonesia was seen as critical to our 

understanding of Minangkabau SME innovativeness.  

2.1.6.1  Indonesian’s business climate 

Indonesia’s economy is at a crossroads. Indonesia had the resources and capabilities to 

become a centre of economic growth. Indonesia also has a large consumer base, with 

increasing purchasing power among the middle class (130 million people), which is 

expected to increase over the next few years (World Bank 2009). On the other hand, more 

pessimistic views of Indonesia’s economic outlook suggest increasing middle class 

consumption is not sustainable in the long term (Basri 2012). These contradictory 

viewpoints suggest Indonesia is at a critical point in its development. It also indicates the 

importance of productivity and competitiveness and making effective use of human and 

natural resources. The following sections describe key trends in Indonesia that are 

relevant to the present study.  
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2.1.6.2  Competitiveness, innovation and entrepreneurship 

Competitiveness and innovation are critical factors to Indonesia’s current and future 

economic prosperity. The Global Competitiveness Report 2013–2014 (World Economic 

Forum 2013) ranked Indonesia as 38th out of 148 countries; lower than their ASEAN 

neighbours Thailand (37th), Malaysia (24th) and Singapore (second). Indonesia was 

categorised as a country in the ‘efficiency-driven’ stage of development, which meant 

there was a need for more efficient production and better product quality, as Indonesia no 

longer has the cheapest workers. However, Indonesia has problems delivering 

infrastructure and health and primary education, which are the missing links in driving 

Indonesia’s competitiveness, leading to a lack of skilled and well-educated workers and 

entrepreneurs. 

In the 2013 Global Innovation Index, Indonesia was ranked 85th out of 142 countries 

(Dutta & Lanvin 2013). This was an improvement on 2012 (100th). Despite this 

improvement, Indonesia compared poorly with its ASEAN neighbours, such as Thailand 

(57th), Malaysia (32nd) and Singapore (8th) because Indonesia had a lower ranking in 

terms of infrastructure, human capital and research and knowledge workers. Again, these 

indicators suggest there is a need to improve infrastructure and education in Indonesia. 

While competitiveness and innovation in Indonesia may partly reflect entrepreneurial 

behaviour, a recent Global Entrepreneurship Monitor report (Amoros & Bosma 2014) 

noted the importance of the development of entrepreneurship in Indonesia. The report 

suggested that as one Asia’s efficiency - not innovative-driven economies - Indonesia 

offers abundant business opportunities, which are being responded to by enthusiastic new 

business owners. There were more nascent male and female entrepreneurs (i.e., those who 

tried to establish new businesses and new businesses ownership) in Indonesia in 2013 

higher in than in other efficiency-driven countries such as Brazil, China and Malaysia. 
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Early stage entrepreneurial activity was than in all other countries in the Asia Pacific and 

South Asia regions, suggesting that, if these new owners are innovative, there are real 

opportunities for improvement. 

As was noted earlier, there is no shortage of business opportunities in Indonesia. A survey 

of the business climate in 2010 found Indonesia had a good environment for business 

start-ups (Walker 2011). Those findings were not surprising, as business opportunities 

generally increase in line with domestic consumption. Further, the Government has 

vigorously promoted entrepreneurship by strengthening SMEs and labelling owners as 

‘heroes’ as they survived and even prospered in Indonesia’s economic crisis (Tambunan 

2007). 

2.1.6.3  Infrastructure and education 

Investment in infrastructure has not been sufficient to support businesses and households 

and this, in turn, has hampered Indonesia’s economic performance (World Bank 2013). 

A lack of infrastructure, especially in remote areas and outside Java, has resulted in a lack 

of human capital (Kusharjanto & Kim 2011). Investments in education and health have 

been insufficient to improve the quality of human resources. Transportation is a 

particularly important factor. It is difficult and expensive to reach marketplaces in all 

Indonesian provinces (Basri 2013, p. 41).  Poor quality infrastructure may have a negative 

impact on entrepreneurial behaviour.  

Indonesia’s poorly skilled labour force may also have a negative impact on business 

innovation (Mourougane 2012). The low skilled labour force can be attributed to the poor 

quality of education and a lack of highly skilled graduates (Manning 2000). Indonesian 

Minister of Education Muhammad Nuh (Sundari 2012) emphasised the urgent need to 

increase the number of young people studying at university. In 2011, only 23 percent of 
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Indonesians studied at University, a level insufficient to enhance the nation’s 

competitiveness. For this reason, Guggenheim (2012) suggested that, if Indonesia really 

wants to enter the next stage of development, it should pay more attention to its education 

sector. 

2.1.6.4   Corruption 

Bribery, tax fraud, and bureaucratic inefficiency including in business licensing are 

examples of problems faced by business owners in Indonesia (Mourougane 2012). 

Although these issues have been reduced considerably, they remain problematic because 

these problems were established in the orde baru regime (Suharto’s government from 

1965 to 1998). McLeod (2005) noted corruption during this period emerged from a 

franchise system in which every institution and bureaucrat followed the model prescribed 

by the regime or risked being sidelined. In the new era (after 1998), corruption has 

remained a difficult problem to solve, as decentralisation has caused a fragmentation of 

the bribe system (Kuncoro 2006). Kuncoro (2006) found corruption in Indonesia made it 

more difficult for firms to adjust to difficult economic conditions because they faced 

higher levels of uncertainty. 

A number of opportunities and barriers to SME innovation in Indonesia emerged from 

the business climate literature reviewed in this section. These opportunities and barriers 

are presented in Figure 2.4. These factors are essentially part of Indonesia’s business 

climate as an emerging economy which also includes innovation climate. The latter 

signifies the importance of the role of the government policies and infrastuctures which 

may influence SME innovation outcomes.   
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External Changes 

 Rapid technological and social changes

 Intense competition

 Demanding customers

 Price competition

                Innovation Climate

 Government commitment to promote 
entrepreneurship

 Lack of infrastructure

 Lack of supportive policies

     Lack of external assistance

 Internal Barriers

 Lack of human resources

 Lack of financial resources

 Lack of marketing strategies

Opportunities and Barriers to SME 
Innovation in Indonesia

               Business Opportunities

 Indonesia as a centre of economic growth

 Growing middle classes

 An increase of purchasing power

 

Figure 2.4 Opportunities and Barriers to SME Innovation in Indonesia 

 

2.1.7 Minangkabau values and their impacts on innovation 

The following sections describe the Minangkabau cultural values that might influence 

SME innovation. Minangkabau culture is a specific context that might add insights into 

SME innovation. Minangkabau values may also be related to generational and gender 
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differences and to migration. Innovative performance can be influenced by cultural and 

personal characteristics (Scott & Bruce 1994). As members of a collectivist society, it 

was expected Minangkabau SME owners would be influenced by their cultural values 

(Fithri 2013). 

Before examining Minangkabau culture, it was seen as important to provide a general 

overview of Indonesian culture. Hofstede (1980) and Hofstede and Hofstede (2005) 

described Indonesian culture as collectivist, having high power distance, low uncertainty 

avoidance and being feminine. A study of the values of secondary school students in 

China and Indonesia found Indonesian students were less likely to endorse self-direction 

and hedonistic values or individually-oriented achievement motivation. The Indonesian 

students valued security, conformity, tradition, universalism and achievement and 

socially-oriented achievement motivation (Liem & Nie 2008). This suggests Indonesians 

are more likely to embrace hierarchical and embeddedness values than egalitarianism and 

autonomy values. 

Despite efforts to identify a set of generic Indonesian cultural values, it may be difficult 

to generalise findings across all Indonesian subcultures. The Indonesian Central Bureau 

of Statistics reported that there are 1,128 ethnic groups in Indonesia (Badan Pusat Statistik 

2010), each of which reflects different cultural values.  Naim (2006) argued the two most 

distinctive cultures in Indonesia are the Javanese culture and the Minangkabau culture. 

Javanese culture is non-egalitarian, while Minangkabau culture is egalitarian. Further, 

values can change and significant changes in society can alter values (Kahle 1996). 

Values may have changed after 1999, when Indonesia experienced significant changes in 

many aspects of life. As noted earlier, Mangundjaya (2013) noted substantial differences 

from Hofstede in her study of Indonesian workers from various ethnic backgrounds (i.e., 

Balinese, Batak, Javanese, Minangkabau and others). Respondents scored highly on 
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uncertainty avoidance, power distance, future time orientation, individualism and 

masculinity. These findings contradict previous surveys and may confirm a notion that 

values evolve and subcultures impact on individuals’ value change. Further, 

Mangundjaya (2013) has suggested a shift in values from collectivist to individualist 

could occur because of the challenges and demands of intense competition. 

2.1.7.1  Minangkabau profile 

The Minangkabau are one of the main ethnic groups in Indonesia and originated in West 

Sumatra. Based on official statistics, 87 percent of the five million people in West 

Sumatra are Minangkabau (Badan Pusat Statistik Sumatera Barat 2012). While the 

Javanese are the dominant ethnic group in Indonesia, the Minangkabau have made a 

disproportionately large contribution to Indonesian politics and culture (Hadler 2006), as 

many Indonesian political leaders have Minangkabau heritage. The history of 

Minangkabau migration has meant Minangkabau can be found in most of Indonesia. The 

spread of the Minangkabau is often signified by the presence of Minangkabau cuisine 

(Narda 2011). Many people are familiar with the ‘Rumah Makan Padang’ (Padang 

restaurant) (Padang is the capital of West Sumatra) 

Although migration is an important aspect of Minangkabau life, there are no official 

statistics about Minangkabau migrants and no definition about who can be called a 

‘Minangkabau migrant’. It is estimated that five million Minangkabau are in Rantau 

(outside West Sumatra), but Suhermanto Raza, from West Sumatra’s provincial 

Government, claimed there are more than 15 million Minangkabau living in Rantau 

(including extended families) (Diani 2012). Minangkabau have also migrated to other 

countries, particularly to Malaysia and Australia. Migration to Malaysia in the 14th 

century can be regarded as the first wave of Minangkabau migration (Newbold 1835) and 
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the influence of the Minangkabau can still be seen in Negeri Sembilan, which is the centre 

of Minangkabau culture in Malaysia (de Josselin de Jong 1980).  

2.1.7.2  Minangkabau values 

Minangkabau values reflect how the Minangkabau identify themselves. Minangkabau 

custom (adat) and Islam are the common guides of Minangkabau values. The strong links 

between adat and Islam in Minagkabau values (Fithri 2013) is reflected in a popular 

saying ‘adat basandi sara’; sara ‘basandi kitabullah’ (adat should be based on Islam) 

(Naim 2014). This link between custom and Islam is similar to the Malays (Melayu) in 

Malaysia, in which Islam and ethnicity are inseparable (Kamaruddin & Kamaruddin 

2009). These similarities are unsurprising as the Minangkabau are part of Melayu (Naim 

2014). 

A qualitative study that examined Minangkabau work found religiosity also motivated 

Minangkabau traders’ business ethics (Suprihadi & Rokhmawati 1994) 4  The 

Minangkabau traders interviewed explained that when doing business in the halal way 

(i.e., complying with Islamic guidance), they should not think only about profit. They 

expressed a belief that being honest was required and that, as business people, they should 

also pay alms (zakat) dedicated to the poorest in their hometown in West Sumatra. There 

is little separation between family and business in Minangkabau culture, a situation that 

can inhibit innovation (Kuran 2004, 2010).  

A link between Minangkabau values and innovation can be found in their traditions. The 

Minangkabau are perceived to be entrepreneurs, mainly because of their migration 

tradition, even though Effendi (1999) argued Minangkabau entrepreneurship has been 

                                                           
4 The study was conducted in Tanah Abang (one of the main marketplaces for Minangkabau 
traders in Jakarta. It is well known as the centre of textile markets in Indonesia. 
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driven by economic and pragmatic reasons. As previously noted, migration is an 

important tradition in Minangkabau culture (Kato 2007) and voluntary migration 

(merantau) has been encouraged. Custom (adat) can partly explain this phenomenon 

(Abdullah 1966). However, some researchers have argued against the Minangkabau being 

a source of entrepreneurs. While Minangkabau people who engage in business activities 

can be found throughout Indonesia, they are usually small traders, rather than growth-

oriented entrepreneurs (Zed 2008). Syarif (2004) described West Sumatra’s SMEs as 

traditional business organisations that focus on traditional markets such as embroidery 

and handicrafts. However, Games (2011) found Minangkabau SME owners can 

accelerate their business innovation if a correct approach is available to them. There is a 

strong link between Minangkabau business owners and Minangkabau cultures. For this 

reason, it is important to understand the concept of nagari (village), which is discussed 

in the next section, as a manifestation of Minangkabau values. 

2.1.7.3   Nagari as the manifestation of Minangkabau values 

The Nagari is the lowest level of state administration in West Sumatra and are based on 

local custom Kato (2007). There are 642 nagari in West Sumatra and each nagari has 

considerable autonomy (Rasyid 2011). Nagari were abolished under Suharto’s 

leadership. However, after 1999, there was a demand to re-establish nagari in West 

Sumatra (Nurdin 2009). In its idealistic form, the nagari represents collectivism and 

democracy as the Minangkabau pursue a bottom-up, egalitarian approach to governance 

(Benda-Beckmann 1981). 

The structure of nagari is based on consensus. Every decision related to the public interest 

is discussed in order to find mufakat (agreement).5 One of the essential elements of adat 

                                                           
5 The essence of adat can also be found from this saying: Kamanakan barajo ka mamak; Mamak 
barajo ka panghulu; Panghulu barajo ka mufakat; Mufakat barajo ka alua; Alua barajo ka patuik 
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is the philosophy of Duduak surang basampik-sampik (living exclusively makes life 

difficult) and Duduak basamo balapang-lapang (to gather together makes everything 

easy). Musra Dahrizal, a Minangkabau cultural expert, noted Minangkabau collectivism 

is based on egalitarianism and consensus so as to pursue truth and common good (Ranah 

Berita 3 April 2014). 

As collectivism and family are fundamental to the structure of nagari, it is not surprising 

Minangkabau migrants remain strongly connected with their nagari (Mansoer et al. 

1970). Nagari are also expected to implement Islamic values and traditions, such as 

community sharing and sharia economics (Naim 2013). In other words, the nagari are 

expected to be a manifestation of Minangkabau values. While this is an advantage for 

West Sumatrans because they may help their own nagari, there have been concerns 

expressed that, while Minangkabau migrants remain strongly connected to their own 

nagari, they neglect the rest of the Minangkabau (Mansoer et al.1970). 

2.1.8 A Summary of the SME innovation literature 

From the research reviewed in this Chapter, it is clear SME innovation is a complex 

process influenced by many factors. As can be seen in Figure 2.5, this study included 

Minangkabau values to provide insights into innovation in Minangkabau SMEs. The 

present study also examined a number of innovation-related constructs [i.e., 

organisational structure, innovativeness (creativity, future orientation and risk-taking), 

the external environment (innovation climate, external changes, competition, and 

                                                           
dan mungkin; Patuik dan mungkin barajo ka bana Bana itulah nan manjadi rajo. Translation is 
based on Benda-Beckmann (1981, p. 121). The kamanakan (nephews, children of mamak’ sisters) 
are subject to mamak (mother’s brother). The mamak is subject to panghulu (clan leaders); 
Panghulu is subject to mufakat (consensus). The mufakat is subject to power of reasoning. The 
power of reasoning is subject to what is possible and appropriate. It is truth which is the highest 
authority (which becomes king). 
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Minangkabau values) and radicalness (incremental and radical innovation)]. Innovation 

outcomes were measured through Sawang and Unsworth’s (2007) innovation 

implementation, which was considered to be the closest concept to innovation outcomes 

(innovation effectiveness). Yadav, Prabu and Chandy (2007) emphasised the impact the 

external environment and future orientation have on innovation outcomes, which led to 

their inclusion in the present study. 
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Figure 2.5 The Innovation Outcomes Model 
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2.2 Part 2: Generation, Gender and Migration 

Demographic changes can create social change (Ryder 1965).  Ryder (1965) pointed out 

that social change is likely to be most influenced by young adults. Indonesia is likely to 

experience social change as it has a large cohort of young people (Ananta & Arifin 2014) 

that is technologically literate (Kasali 1998) and has an unprecedented enthusiasm to 

become entrepreneurs (Amoros & Bosma 2014).  Social changes in Indonesia include 

issues such as gender equality, migration and the demographic bonus (Sairin 2002; 

Robinson 2008). One of the most obvious social changes in Indonesia has been greater 

opportunities for women to enter the workforce (Robinson 2008).  

As noted earlier, Indonesia is experiencing a demographic bonus (Ananta & Arifin 2014). 

This is the difference between the rate of growth of the working age population and the 

total population that offers a window of opportunity for a country to promote economic 

growth (Leete & Alam 1999; Bernstein 2002; Nasir & Tahir 2011). Consequently, 

Indonesia has the potential to reap significant benefits from its demographic bonuses in 

the near future. 

According to the Indonesian Investment Coordinating Board (Badan Koordinasi 

Penanaman Modal 2013), of 240 million people (in Indonesia), over 50% of the 

population are under 29 years old, and 60% of the population are under the age of 39. As 

can be seen in Figure 2.6, until approximately 2020, the dependency ratio (the ratio of 

those in the working age and those who are not) in Indonesia will be in decline. This 

means working age people will have fewer burdens than those who are not of working 

age that, in turn, will increase saving and investment in the future.  
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Figure 2.6 Demographic Projections 

Note. From ‘Indonesia economic quarterly: back on track?’ (World Bank 2009, p. 30) 

Ananta (2013) pointed out that, because of rising population mobility, Indonesia is facing 

rapid changes in ethnic composition that may contribute to social, economic and political 

conflicts.  Indonesian demographics show there is no balance between the size of the 

population and the size of the area they inhabit. Fifty-seven percent of the Indonesian 

population live in Java, which includes only seven percent of the Indonesian land mass 

(Badan Pusat Statistik 2011).  Not surprisingly, densely populated Java is the centre of 

economic activity in Indonesia. In addition, as shown in Table 2.1, there were substantial 

changes in ethnic composition in Indonesia from 2000 to 2010. The Javanese remained 

the majority ethnic group (40 percent) followed by Sundanese (15 percent), while the 

Minangkabau were included as a major minority ethnic group (below three percent) 

together with the Betawi and the Buginese. 
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Table 2.1 Changes in the Ethnic Composition in Indonesia 

Rank Ethnic Group 2000 2010 

Number (000) Percentage Number (000) Percentage 

1 Javanese 83,866 41.71 94,843 40.06 

2 Sundanese 30,978 15.41 36,705 15.51 

3 Malay 8,950 4.45 8,754 3.70 

4 Batak 6,891 3.43 8,467 3.58 

5 Madurese 6,772 3.37 7,179 3.03 

6 Betawi 5,042 2.51 6,808 2.88 

7 Minangkabau 5,475 2.72 6,463 2.73 

8 Buginese 5,010 2.49 6,415 2.71 

9 Bantenese 4,113 2.05 4,642 1.96 

10 Banjarese 3,496 1.74 4,127 1.74 

11 Balinese 3,028 1.51 3,925 1.66 

12 Acehnese 872 0.43 3,404 1.44 

13 Dayak n.a n.a 3,220 1.36 

14 Sasak 2,611 1.3 3.175 1.34 

15 Chinese 1,739 0.86 2,833 1.20 

 Others 32,249 16.02 35,769 15.11 

 Total 201,092 100.00 236,728 100.00 

Note. From ‘Change in ethnic composition in Indonesia, 2000–2010’ (Ananta et al. 2013, 
p. 14) 
 

Darmawan (2007) found inter-provincial migration was due to economic motives. 

Migrants from less wealthy provinces with higher rates of unemployment moved to 

wealthier provinces with more job opportunities. In other words, Indonesians migrated to 

wealthier provinces (e.g., from Sumatra and Papua to Jakarta and West Java) because 

they expected to earn a higher income. However, it is not easy to increase income solely 

through migration if migrants do not have appropriate capital (Pattinasarany 2012). 
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Indonesia’s statistics in 2010 (Badan Pusat Statistik 2011) showed the number of men 

and women was not significantly different (119,630,913 and 118,010,413 respectively). 

However, there was a significant difference between males and females in public life, 

especially in education. In Indonesia, the opportunity to enter a higher education 

institution is difficult and even more so for women. Badan Pusat Statistik (2014) showed 

a consistently lower percentage of university educated Indonesian women. The 

percentage of women who graduated from senior high school in 2010 was 20% compared 

to 25% for men. As a result, Indonesian women face higher barriers to employment than 

men. 

Despite differences between Indonesian men’s and women’s educational attainment, 

Amoros & Bosma (2014) found young women and men in Indonesia had similar 

opportunities to establish new businesses. In 2013, 26 percent of adult males in Indonesia 

were involved in early stage entrepreneurship, compared to 25 percent of adult females. 

However, little is known about whether gender impacts on SME innovation.  

2.2.1 The links between generation, gender, migration and innovation 

2.2.1.1  Generation 

While different generations have different operational preferences, including 

implementing innovation, little research has examined this issue in SME contexts (Still 

& Soutar 2001). Research into generational differences has been inspired by the dramatic 

changes in the demographic make-up of most Western countries. It has been argued that 

generations are divided by social change or by historical factors, such as war and 

technology (Schaie 1965).   Thus, Western Societies are often divided into baby boomers 

(Boomers: born 1946–1964), generation X (Gen X: born 1965–1980) and generation Y 

(Gen Y: born 1981–1999) (Lancaster & Stillman 2002), as these groups have been found 
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to have different values and approach activities in different ways (Howe & Strauss 2000). 

It has been argued that younger generations are more open-minded and pragmatic. 

Lancaster and Stillman (2002) suggested Gen Y  are more open to change and are more 

individualistic and pragmatic, whereas Gen X are more independent and easy going. 

A number of researchers have suggested young people are more open to change and are 

more growth-oriented businesspeople, which can lead to greater innovation. Zemke, 

Raines and Filipczak (2000) suggested Gen X is more innovative than previous 

generations, as ‘baby boomers’ see entrepreneurial ventures as a means of extending their 

usefulness and financial security (Minerd 1999). Further, Still and Soutar (2004) 

concluded Gen X were now more interested in the economic aspects of running a small 

business than previously. GenXers were also characterised as less risk-averse than others, 

coming from a variety of backgrounds and entering small business or entrepreneurial 

activities immediately after secondary and tertiary education. Additionally, van Herk and 

Poortinga (2012) found younger generations in Europe scored lower on conservation and 

higher on self-enhancement values. This suggests younger generations may be more 

ambitious and more likely to measure success based on their achievements, potentially 

being reflected in greater innovation. However, this suggestion has not been tested in 

Indonesia.  

Pambudy (2012) found Indonesia’s young middle classes consume a great deal. While 

they have not reached a good level of financial security, they tend to consume more than 

they can afford. The question remains as to whether young, middle class Indonesians will 

be more innovative than older generations, especially as they appear to have more 

opportunities to be so. 
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2.2.1.2   Gender 

Female SME owners differ from their male counterparts in terms of innovation (Batory 

& Batory 1997; McGregor & Twee d 2001), perhaps because women relate more closely 

to others and are more concerned about others’ welfare, while men are more autonomous, 

often emphasising achievement and power (Chodorow 1990; Schwartz & Rubel 2005). 

Male entrepreneurs are usually described as being economically motivated, which can 

support innovation (Watson & Newby 2005), whereas female entrepreneurs are less likely 

to take risks (Watson & Robinson 2003), place more importance on non-financial rewards 

and emphasise benevolence and tradition (Schwartz & Rubel 2005). It has been suggested 

female entrepreneurs are less innovative than males because they have less opportunity 

to be innovative (Menzies, Diochon & Gasse 2004). Given a lack of clarity surrounding 

this issue, a further examination of the role of gender in SME innovation is required. 

However, in researching the impact gender has on SME innovation, a consideration of 

the business lifecycle stage is critical. For example, Halkias et al. (2011) found no or few 

significant differences between male and female business owners once they had started 

an enterprise. It seems women may struggle more to gain access to the resources needed 

for business start-ups, rather than there being a difference in their willingness or ability 

to innovate. 

Singh, Reynolds and Muhammad (2001) found that, in developing countries such as 

Indonesia, female SME owners had less opportunity to behave in an entrepreneurial way, 

which led to a high concentration of female-owned firms in low-income and informal 

sectors. While women in developed countries face a dilemma through their dual roles as 

career women and mothers, women in Indonesia also experience such a dilemma, as they 

are also responsible for contributing household income but, at the same time, they have 

unprecedented opportunities to become successful in the business world. This may be a 
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harder challenge for them than for their counterparts in developed countries because many 

women in developing countries struggle to meet basic household needs (Jütting, Luci & 

Morrison 2010). 

2.2.1.3   Migration 

According to Lonqvist, Jasinskaya-Lahti and Verkasalo (2011), while there is little 

research into the relationship between values and migration, migration can cause values 

change, as it is a life-changing event for many people. They found universalism and 

security values were the most important values for migrants, while the importance of 

achievement and power decreased. These findings reflect the proposition that security 

values help to reduce uncertainty (Schwartz 1992), which is typically experienced by 

migrants, especially financial insecurity. However, it is worth noting that previous 

research focused on migrants in general, many of whom have no business experience or 

plans to establish businesses in their new home. For this reason, it is important to see 

whether migrant SME owners who have seen migration as a way to change their fate have 

the value preferences (Kourtit & Nijkamp 2012; Games, Sari & Darlis 2011). 

The relationship between migration and innovation is more obvious. Migration is an 

important element leading to entrepreneurship and innovation because it leads to cultural 

diversity, which is a positive stimulus for innovation (Lee, Florida & Acs 2004). People 

move to new places and they may have distinctive hard work and creativity that enriches 

new places (Waldinger et al. 1990). In addition, SMEs have a distinctive position. Migrant 

SME owners often play a vital role in creating new urban vitality, while cities offer them 

attractive atmospheres, as they are geographic melting pots (Kourtit &Nijkamp 2012). 
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2.2.2 Generation in the Minangkabau 

In a Minangkabau context, the generational concept is relevant, as there are moments that 

classify generations in Western Sumatra and Indonesia as a whole. People born between 

1946 and 1964 experienced the PRRI, which was led by prominent West Sumatrans in 

West Sumatra that led to traumatic experiences for many West Sumatran people, as they 

were regarded as rebels, especially by the Central Government (Zed 2011). The failure of 

the PRRI and the establishment of the orde baru had a significant impact on 

entrepreneurs’ confidence and capability to succeed, as well as the continuation of local 

traditions (Agusta 2012). 

Minangkabau ‘Boomers’ and ‘Gen Xers’, experienced a centralised and authoritarian 

government during the Suharto period, which was termed the orde baru (New Order). 

Minangkabau ‘Gen Yers’ benefited from the orde reformasi, which led to democracy 

being implemented after Suharto left government in 1998 (Agusta 2012). Although 

Minangkabau migration and Minangkabau entrepreneurship had existed for centuries, the 

present study focused on those three periods (during PRRI, the orde baru, and the orde 

reformasi), defining generations within the Minangkabau based on political change in 

Indonesia.  

In the orde baru (1968–1998) Indonesia experienced a centralised system with an 

authoritarian government. The orde baru successfully built a ‘franchise system’ that 

rejected opposing ideas, systems and changes (McLeod 2003). In the Minangkabau 

context, the orde baru abolished government at the nagari (village) level. Innovation and 

change were implemented only if they were in line with central government wishes. The 

combination of centralised power and corruption meant businesspeople were encouraged 

to approach government leaders and officials with bribes to ensure they were pleased, so 

their business could operate (McLeod 2003). 
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Minangkabau born from 1980 experienced the era of orde reformasi. The fall of Suharto’s 

regime opened opportunities to make changes and provided opportunities for freedom of 

expression. The Minangkabau system (nagari) was re-established in a new decentralised 

system (Naim 2014). Under nagari, creativity and innovation were encouraged and young 

and innovative businesspeople were seen as new role models (Games 2011). This 

generation had greater access to Government support when establishing businesses, an 

increase in customers’ purchasing power and an improved business climate.  

2.2.3 Gender and migration in the Minangkabau 

In terms of gender issue in the Minangkabau, it is useful to examine the relationships 

between the values embraced by men and women and their reality in the society and to 

link them to Minangkabau values. Torab (1996) described mainstream wisdom among 

Muslim societies as men and women being encouraged to show their distinguished types 

(masculinities and femininities) in doing things. However, as was pointed out by 

Robinson (2008), many Muslim feminists in Indonesia see Islamic values and texts as 

wrongly interpreted and emphasised an urgent need to reinterpret the texts in today’s 

context. 

It is not uncommon for women to own businesses in Minangkabau culture (Blackwood 

2001). They might also join their husband’s businesses during merantau. Indeed, 

Minangkabau women have a privileged status and important position in society (Elfira 

2007). As the world’s largest matrilineal society, the Minangkabau were expected to 

reflect greater equality between men and women. The matrilineal system has significantly 

contributed to Minangkabau women’s freedom and autonomy (Blackwood 2001). Some 

researchers (e.g., Blackwood 2000; Chadwick 1991) found women have a central role in 

the Minangkabau society and have not been restricted to focusing on domestic roles. 



51 
  

Despite this, men tend to be political and religious leaders in Minangkabau society 

(Shapiro 2011).  

There have been some attempts to unpack the relationships between matrilineal societal 

structures and competitive behaviours and risk attitudes. Gneezy, Leonard and List (2009) 

investigated competitiveness in the matrilineal Khasi of Meghalaya society in northeast 

India, comparing the Khasi with the Maasai (a patriarchal society in Tanzania). They 

found Khasi women tended to choose competitive environments more often than Khasis 

men or Maasai men, while Maasai men opted to compete twice as much as Maasai 

women.   Gong and Yang (2011) analysed gender differences in risk attitudes in 

neighbouring ethnic groups in the Yunnan province of south-western China (the 

matrilineal Mosuo and the patriarchal Yi). They found that, in both ethnic groups, women 

were more risk-averse than men, but that the gap was smaller among the Mosuo. These 

findings suggest a matrilineal societal structure strengthens the role of women, increasing 

their competitive behaviour and willingness to take risks.  

Naim (1973) used the term, ‘voluntary migration’ to identify Minangkabau migration. He 

described the Minangkabau as a unique ethnic group in terms of their strong tradition in 

merantau because they tended to migrate despite opportunities in West Sumatra. Based 

on Indonesian statistics, West Sumatra is a leading province in terms of the number of 

people who migrate to other provinces (Badan Pusat Statistik 2012). However, provinces 

on Java Island have more migrants than West Sumatra. There are two possible 

explanations for this: 

 Java is a densely populated island - around 130 million people on an island that 

occupies only 6.8 percent of Indonesia (Badan Pusat Statistik 2012), 
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 The Indonesian Government has a transformation programme aimed at moving 

people to provinces outside Java and offering these migrants rewards to do so. 

Men prefer merantau because they want to express themselves as free men (Purba 2009). 

Minangkabau men have substantial responsibilities in ranah (West Sumatra) as a 

sumando (husband) and as a man (Abdullah 2009). As sumando, they enter their wife’s 

family as a stranger with no power, as they mostly live in the wife’s house, which is her 

family property. It is common to find a Minangkabau husband and wife living with the 

wife’s parents. This may strengthen the wife’s and her family’s position, as a man can be 

asked to leave at any time. A Minangkabau proverb says men (husbands) are ‘like ashes 

on the stump’, as they have a weak position in their wife’s family (Purba 2009).  

The Minangkabau matrilineal societal structure and culture that vests property power in 

the wife and her family may encourage men to migrate. Kato (2007) argued Minangkabau 

voluntary migration (merantau) has had a significant role in maintaining the matrilineal 

system. Men who migrated felt more secure if their ancestral property was managed by 

female family members. Migration was seen as a sacrifice Minangkabau men make to 

maintain harmony in West Sumatra. Migrants miss Minangkabau culture and want to 

ensure cultural traditions are preserved in their home province, even though few migrants 

return to live in West Sumatra (Kato 2007).  

Traditional Minangkabau aphorisms, arts and verse explicitly favour voluntary migration, 

reinforcing a culture of migration among the Minangkabau (Suryadi 2012).6 For example, 

                                                           
6Some local wisdom regarding merantau has been portrayed in Minangkabau pantun (verses). For 
example, Ka ratau madang di ulu; Babuah babungo balun; Ka rantau bujang daulu, Di rumah 
baguno balun. Translation into English by Kato (2007): Karatau and madang (grown) far 
upstream; no fruit, no flowers yet, Go merantau, young man, first, at home, no use yet. This 
wisdom teaches especially young Minangkabau men to go merantau as they are not being 
expected to be able to make changes or to change their fate in their own village. Even before 
merantau, those young men already know their position in their village and what to expect after 
merantau, those wanderers typically have realised the importance of a particular mentality such 



53 
  

the Minangkabau culture of migration was characterised by the choreographer Ery Mefri 

in his work Rantau Berbisik (Whispering of Exile). Rantau Berbisik is a contemporary 

dance drama based on Minangkabau dance and martial arts traditions performed around 

a table representing Padang restaurants that are central to Minangkabau culture. Mefri’s 

work shows that, as they live in a matrilineal society, young Minangkabau men must leave 

home to become scholars or traders or to open restaurants serving traditional Padang 

(Minangkabau) foods. Only when they earn enough can they return home, so they live for 

many years in voluntary exile (Sorensen 2010).  

As can be seen in Figure 2.7, Minangkabau migration has evolved over time and can be 

classified into three phases (migration to outside nagari (village) and three luhak (areas), 

migration to wider Rantau areas, and 20th century migration (Chadwick 1991)). The 

essence of the evolving Minangkabau migration tradition is that the migration evolved 

from village to outside village in West Sumatra to broader areas outside West Sumatra.  

In the twentieth century the Minangkabau preferred to migrate to economic growth 

centres, such as Pakan Baru and Betawi (Jakarta), while they continued to migrate to 

traditional destinations, such as Jambi and Malaysia.  Kato (2007) introduced the term 

‘merantau Cino’ (Chinese merantau) as the next stage of the voluntary migration, as it 

required the men to stay permanently in their new residence. In the past, a man might go 

alone as a wanderer to seek a better life in a new place. However, in the present day, life 

is harder in ranah, and rantau can offer better opportunities. Therefore, there is a tendency 

towards merantau Cino, as families choose to migrate. While these families may have no 

                                                           
as humility, hard work and self-learning, which have been well documented and translated into 
English by Chadwick (1986). For example, Baiek kito pai ba-ladang (it is) good (that) we (should) 
go and cultivate hill-crops; Ka sawah baluluak-luluak (they are) very muddy); Baiak kito pandai 
badagang (it is) good (that) we go-away on-trade (i.e., as wanderers); Di rumah maragu induak 
(at home we only) are a-nuisance-to mother. 
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intention to return to live in West Sumatra, they maintain their connection by visiting 

relatives in West Sumatra in Hari Raya (eid fitr- a Muslim holiday).  

 

Figure 2.7: Minangkabau Map of Migration 

Note. From ‘Matrilineal inheritance and migration in a Minangkabau community’ 
(Chadwick 1991, p. 50) 
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In matrilineal societies, such as the Minangkabau, women inherit fixed assets, such as 

land, even though they are forbidden to sell them. This gives them a strong bargaining 

position in their society (Blackwood 2001). In addition, conservative Islamic values 

encourage men to be the backbone of their family (Marsh 2012). 

It is common for the family groups that migrate to include women, as wives and daughters 

are usually active in the family’s business activities. As noted earlier, female ownership 

of assets in Minangkabau culture provides women with opportunities to develop their 

own businesses (Blackwood 1997). The merantau experience has been passed from 

generation to generation and Minangkabau migrants have developed business networks 

that ensure new migrants are helped by successful entrepreneurs when they move to a 

new province or overseas. Indeed, Minangkabau migrants have created strong networks, 

based on family and ethnic background (Effendi 1999). 

Most Indonesians recognise businesspeople from West Sumatra when they migrate to 

other parts of the country (Narda 2011).  Their presence can be seen in the Padang 

(Minangkabau) restaurants found almost everywhere in Indonesia. In addition, it is widely 

believed Minangkabau traders can compete effectively with Chinese ethnic 

entrepreneurs, who dominate many business sectors in Indonesia (Naim 2014). The two 

ethnic groups are assumed to have similar values, such as self-direction, tradition and 

respect for elders. In addition, merantau, as a seemingly logical consequence of pursuing 

wealth, may influence SME innovation, as SME owners enter new and more competitive 

markets (Narda 2011). This is in line with Hausman’s (2005, p. 777) suggestion that 

“small businesses operating in competitive environments will be more innovative than 

firms operating in oligopolistic environments”. 

In order to accelerate business success business owners, especially those without working 

capital, need to find patrons (induak samang) who can give them a job and protection, in 
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their initial phase as wanderers (Chadwick 1986).7 Their ability to adapt to a new life with 

their induak samang in new places is desirable and such relationships are not only an 

employer-employee relationship, but can also a strongly emotional relationship, as the 

induak samang now has become a protector (Effendi 1999).  This has become a way to 

preserve the merantau tradition, so the Minangkabau, as well as others, recognise this 

pattern in the presence of the Minangkabau around Indonesia. 

While migration has been regarded as a distinctive characteristic of the Minangkabau, no 

previous research has examined Minangkabau SME owners’ values in merantau. There 

is also little known about the impact merantau has on Minangkabau SME innovation, 

although Aldrich and Waldinger (1990) did suggest migrant entrepreneurs needed to have 

skills to succeed and that those who were less skilful were less likely to succeed.  

2.2.4 Minangkabau SMEs 

As mentioned previously, there are no formal statistics as to the number of Minangkabau 

SME owners. However, it was estimated that in West Sumatra in 2011 there were 1.2 

million micro and SMEs, a twofold increase on 2006. Most Minangkabau SME owners 

were retailers, traders or service providers, especially in food and drink products 

(MinangkabauNews 13 December 2012, Syarif 2004). However, there were significantly 

fewer SMEs than micro businesses, confirming the notion that these businesses were in 

the middle-low economy range (Suryadi 2012). 

 

                                                           
7 Kok jadi pai baladang (if it-happens [that you] go [to] cultivate-hill-crops) Kain panjang cari 
daulu (a) long cloth (to wear you should) look-for first; Kok jadi pai badagang (if it happens [that 
you] go-away-on-trade [i.e., as wanderers]) Induak samang cari daulu (a) samang (mother (i.e., 
patron) look-for first. 
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Wardhani (2009) found Minangkabau SME owners in Jakarta and several other 

Indonesian cities behaved innovatively, but did not compare these finding with SMEs in 

West Sumatra. Maunati (1994) found some SME owners in West Sumatra did not want 

to grow their business or had no strategy to expand their market, as they had no capacity 

to do so. Interestingly, some SME owners operating embroidery businesses expressed a 

desire for their children not to follow them into the business, as they had only started their 

business because of a lack of other alternatives. They wanted their children to become 

civil servants with a fixed income (Maunati 1994). These findings suggest Minangkabau 

SME owners who migrated may be more likely to innovate than those who stayed in West 

Sumatra. 

The Minangkabau merantau and the matrilineal societal structure, combined with Islam, 

have inspired many sociology and anthropology researchers (Blackwood 2000). 

However, there is little research into the impact the Minangkabau culture has on SME 

innovation. It is true Minangkabau people are regarded as talented traders who find ways 

to survive outside of their traditional homes (Putra 2013), but there is no empirical results 

to support this view.  

The Minangkabau business network is expected to be supportive, instil confidence and 

provide opportunities to new migrants aiming to start a business (Elfindri, Ayunda & 

Saputra 2010). However, there is a little evidence to support this proposition. Second or 

third generations are placed in this position because they need to maintain relationships 

with others and are emotionally linked with Minangkabau culture (Mansoer et al. 1970). 

However, Suryadi (2012) argued many do not share the Minangkabau culture. Thus, there 

is a need for empirical evidence to identify links between Minangkabau culture and SME 

innovation.  
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2.2.5 A Summary of migration, generation and gender 

In summary, demographic changes can influence social change, which may, in turn, 

impact on SME innovation and innovation outcomes. Therefore, a further examination of 

migration, generation and gender and their link with SME innovation is required in an 

Indonesian and Minangkabau context. As the current SME innovation literature does not 

examine the relationships between social changes and SME innovation, the present study 

examined the suggestion that generation, gender and migration moderate the relationships 

between innovation and innovation outcomes, as can be seen in Figure 2.9.  

Innovation-related 
Constructs

Innovation Outcomes

Moderators:
Generation

Gender
Migration

 

Figure 2.8: Research Model 2 - The role of Generation, Gender and Migration 

 

2.3 Part 3: Personal Values and SME Innovation 

Personal values are powerful and complex. They influence people (Feather 1988, 1992) 

and motivate them to act in particular ways (Lee, Soutar & Louviere 2008; Verplanken 

& Holland 2002). Many factors influence values, including goals, perceptions of 

competence, memories (Eccles & Wigfield 2002), social goals (Kahle 1988), social 
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norms and cultural context (Inglehart & Baker 2000). As a consequence, different 

individuals may embrace different values, even when they have similar experiences. 

Holland (1997) and Super (1953) suggested people choose careers based on stable 

individual characteristics, such as personal values. Therefore SME owners’ values may 

influence their innovation behaviours. For this reason, the present study evaluated SME 

owners’ values and linked them to innovation.  

Schwartz (1994, p. 20) suggested values are the foundation for people’s attitudes, defining 

them as: 

a belief pertaining to desirable end states or modes of conduct that transcends 

specific situations; guides selection or evaluation of behaviour, people, and 

events; and is ordered by the importance relative to other values to form system 

of value priorities. 

Schwartz’s definition underlines the importance of personal values in explaining people’s 

motivation and behaviour. Values are developed through personal experiences (Van de 

Vrande et al. 2009) and family background (Rokeach 1973). In addition, values are 

difficult to change in adults (Meglino & Ravlin 1998), although coherent change can 

occur (Bardi et al. 2009). Personal values can also explain work values (i.e., how people 

do and value their job). This means personal values can indicate motivation and 

willingness to do or not to do something. 

There have been a number of approaches to the measurement of personal values (e.g., 

Rokeach 1973; Hofstede 1980; Schwartz 1992). Schwartz (1992), made an important 

contribution with the ‘universal values’ structure shown in Figure 2.9. The quasi-

circumplex structure explains the inter-relationships between values based on their 

motivational conflicts and compatibilities and has been confirmed in many studies in 
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many countries (e.g., Schwartz 1992, 1994; Schwartz & Sagiv 1995; Lindeman & 

Verkasalo 2005). Schwartz (2005) suggested values enable us to deal with three universal 

tasks that are faced by all humans (survival of individuals as biological organisms, the 

need for coordinated social interaction as humans live in groups and the demands of group 

survival and functioning). Higher-order values are shown outside the circle. Openness to 

change and self-enhancement are individual values, while conservation and self-

transcendence are social values that emphasise greater acceptance of social norms 

(Schwartz, 1994; Schwartz 2006).  

 

Figure 2.9: Schwartz’s Values Model 

Note. From ‘Are there universal aspects in the structure and contents of Human Values? 
(Schwartz 1994, p. 24) 

Schwartz (1992) suggested ten values with two super-ordinate value dimensions (i.e., an 

openness to change—conservation dimension and a self-transcendence—self-

enhancement dimension). A horizontal and a vertical axis divide the circle into four 
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quadrants. One axis leads from self-enhancement values to self-transcendence values, 

while the other axis leads from openness to change to conservation. Here, values that are 

close to one another are complimentary to one another, while values that are opposite are 

contradictory. On the self-transcendent side of the circle, benevolence and universalism 

are next to one another because both involve a respect for the welfare of others. Self-

transcendence values are, for example, related to whether people undertake pro-social 

behaviour for the common good (universalism) or for the good of close others 

(benevolence) (Schwartz 2009). On the opposite, self-enhancing side of the circle, power 

and achievement are next to one another because they demonstrate an individual’s self-

interested behaviour. Likewise, self-direction and stimulation are both at the openness to 

experience side of the circle because both involve striving for independence, new 

experiences and change, while tradition, security and conformity are on the opposite side 

because these values underline keeping the status quo, such as accepting tradition and 

obeying group norms.  

As SME owners are the main actors in their own business, their values are often reflected 

in their businesses. Berson, Oreg and Dvir (2008) argued personal values (i.e., the founder 

or leaders’ values) were more influential in small businesses than in large enterprises. 

Further, according to Bamberger (1982), SME owners’ values and backgrounds are the 

main determinants of a small firm’s culture and business practices.  

Values seem to influence innovativeness (Shane 1993; Kaasa & Vadi 2010) and SME 

owners’ personal values influence the way they approach innovative ideas (Nedelko & 

Potocan 2010). Self-enhancement and openness to change have been considered the 

primary values for innovativeness (Marcati, Guido & Peluso 2008), as there is a strong 

link between innovativeness and openness to change and a desire to achieve personal 

goals (Marcati, Guido & Peluso 2008; Kaasa & Vadi 2010) and autonomy and risk-taking 
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(Kaasa & Vadi 2010; Brown & Eisenhardt 1998; Scott & Bruce 1994; van de Ven et al. 

1999). It has been found that these values are also associated with a willingness to 

innovate and compete with others, an ability to set a target and meet it and result oriented 

management (Zhou et al. 2009). 

Gorgievski, Ascaloni and Stephan (2011) found self-enhancement values (power and 

achievement) were related to business growth, profitability and innovativeness. Further, 

softer success criteria, such as stakeholders’ satisfaction and a good work-life balance, 

were guided by self-transcendent values (benevolence and universalism). These findings 

suggested self-enhancement values may influence SME owners’ willingness to innovate. 

Johnson, Newby and Watson (2005) also found openness to change and an enthusiasm to 

implement innovation were important to successful business owners. In addition, research 

has suggested congruence between innovation values and personal values is related to 

employees’ tendency to implement innovation (Choi & Price 2005). 

2.3.1 SME innovation and the importance of SME owners/managers 

Innovation can improve organisational performance (Camisón-Zornoza et al. 2004), 

which explains its importance to all organisations, including SMEs.  Innovation has long 

been seen as a key to improving performance (e.g., Schumpeter 1934; Burns & Stalker 

1961; Porter 1990; Hurley & Hult 1998). Additionally, Mazzarol and Reboud’s (2011) 

recent research has emphasised the importance of strategic innovation in SMEs. 

SME innovation researchers also need to consider some macro issues, such as 

organisational size, the type of small business, radical and incremental innovation and 

antecedents to SME innovation. Organisational size is clearly an issue when considering 

innovation because SMEs lack resources (Laforet & Tann 2006) and have different 

characteristics (Caputo et al. 2002), with innovation capability and owners’ 
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characteristics (e.g., owners’ skills, educational attainment and willingness to implement 

innovation) seeming to be particular issues for SMEs (Georgellis, Joyce & Woods 2000; 

Janssen 2006). For these reasons, finding niche markets, collaborating with large 

organisations and building closer relationships with customers and communities are SME 

owners’ typical strategies (Lee, Lim & Tan 1999). However, SMEs can implement 

innovation better and faster than large enterprises because they have more flexibility and 

freedom (Chen & Hambrick 1995). 

SME owners have a crucial role in innovation processes and their outcomes. This is 

unsurprising because they are the ones who initiate and are responsible for the future of 

their businesses (D’Ambrosio & Muldowney 1988; Hamann, Habisch & Pechlaner 2009). 

In Indonesia, SME owners usually operate their businesses and are involved in decision-

making processes (Indarti 2010). As a result, SME owners’ traits and values are likely to 

influence innovativeness, their innovation process and the type of innovation undertaken.  

As can be seen in Figure 2.10, Berson, Oreg and Dvir (2008) provided a more direct 

approach as to how organisational culture is affected by a CEO’s values and how culture 

influences organisational outcomes. They found CEOs who preferred self-direction 

tended to lead highly innovative SMEs, CEOs who preferred security tended to lead 

highly bureaucratic SMEs, while those who preferred benevolence tended to lead highly 

supportive SMEs. Innovative organisations had higher sales growth, bureaucratic 

organisations had greater organisational efficiency and supportive organisations had 

greater employee satisfaction (Berson, Oreg & Dvir 2008).  Kotey and Meredith (1997) 

also found relationships between personal values, SME business strategy and SME 

performance. For instance, SME owners who rated above average on power, stimulation, 

self-direction and achievement values operated businesses with higher levels of 

performance. 
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Figure 2.10: CEO Values, Organisational Culture and Organisational Outcomes 

Note. From ‘CEO values, organizational culture and firm outcomes’ (Berson, Oreg & 

Dvir 2008, p. 616) 

2.3.2 Values, economic development and collectivism-individualism 

Schwartz and Rubel-Lifchitz (2009) suggested the level of economic development can 

have a significant impact on the way people appreciate values. van Herk and Poortinga 

(2012) found GDP affected values in European countries, while other potential 

antecedents, such as history, had little impact on contemporary values. Additionally, they 

found larger differences between younger and older generations in those values 

influenced by economic growth.    

The level of economic development in developing countries and developed countries may 

also result in different approaches towards entrepreneurship. Some developing countries 

embrace entrepreneurship more than some developed countries. Peru and Colombia, for 

example, were two of the highest ranking countries in the world in terms of total 

entrepreneurship activity in 2011 (Pinillos & Reyes 2011), despite both having 

collectivist cultures.  

Organisational 

Culture 

(Innovative, 

Bureaucratic, 

and Supportive 

Organisations 

Organisational 

Outcomes 

(Sales Growth, 

Efficiency, 

Satisfaction) 

CEO Values  

(Self-Direction, 

Security, 

Benevolence) 

http://onlinelibrary.wiley.com/doi/10.1002/job.499/full


65 
  

Hofstede (1980) had suggested economic development encourages individualism, and 

indeed, most developing countries are collectivist, while many developed countries are 

individualist. Individualists tend to be open to change, are ambitious and autonomous, 

and indeed, by capitalising on these values, they can have successful innovations, which 

leads to a higher level of economic development. 

In collectivist cultures, trust and collaboration are societal norms and are expected 

underpin SME innovation. For example, in Turkey (a collectivist culture) managers try 

to promote collaboration by dealing with team members honestly and politely (Dayan, Di 

Benedetto and Colak 2009). Business leaders in collectivist cultures need not only 

business competency but also interpersonal skills, as they need to be accepted by others 

(Willer 2006). 

Confucianism is a collectivist philosophy. Michailova and Hutchings (2006) suggested 

Chinese are expected to subordinate their individual needs, goals and aspirations to the 

requirements of the collective. People seek harmony rather than opposing existing or 

traditional values. This may result in less creativity, as people tend to conform to 

traditions that are not necessarily compatible with innovation. However, Rosenbusch, 

Brinckmann and Bausch (2011) found SME innovation was more effective in collectivist 

countries. They pointed out some possible explanations for their findings, such as the low 

level of teamwork and a lack of collaboration in SMEs in individualistic countries.   

Willer (2006) suggested individualism and collectivism can explain many differences 

between Indonesia (a collectivist society) and Western individualistic societies. 

Individualism expects everyone to look after her or himself and her or his immediate 

family, while collectivism expects people to be integrated into cohesive in-groups that 

protect them in exchange for loyalty (Hofstede & Hofstede 2005, p. 76). Willer (2006) 

saw Indonesia’s collectivism as being due to the extended family, in which it is common 
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to find parents and children, grandparents, uncles and aunts living closely together. This 

means one’s identity is based on a social system to which they belong; and people are 

‘we’ rather than ‘I’ (Newman & Grauerholz 2002).  Such people tend to obey social norms 

and traditions, such as respect for the elderly, as the maintenance of harmony is the key 

to acceptance by others (Hofstede & Hofstede 2005, p. 86).  

2.3.3 Values, religiosity and Muslim values 

Muslim values are important when studying Minangkabau SME innovation because the 

Minangkabau historically identify themselves as Muslims (Abdullah 1966; Nasrun 1971, 

Hamka 1985; Fithri 2013; Sari 2014). Sakai and Fauzia (2014) have argued the 

Minangkabau are one of the most devoted Muslim societies in Indonesia. 

Previous studies have identified links between religiosity and personal values. Schwartz 

and Huismans (1995) found people who valued certainty and self-restraint were inclined 

to be more religious, while people who valued openness to change and free self-

expression were inclined to be less religious. Some research has suggested religious 

people may find it difficult to innovate. Rokeach (1969) found more religious people 

ranked other-focused values, such as forgiving and obedience, higher and self-focused 

values, such as being independent and logical, lower than less religious people.  van Herk 

and Poortinga (2012) also found religious people had a tendency to embrace traditional 

values, although the impact of religiosity was less than that of GDP per capita.  

Saroglou, Delpierre and Dernelle (2003), replicated Rokeach’s (1969) research and found 

religious people tended to support values that encourage the conservation of social and 

individual order (tradition, conformity, and to a lesser extent, security). Religious people 

also disliked values that encouraged openness to change and autonomy (stimulation, self-

direction) and supported values that allowed for limited self-transcendence (benevolence, 
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but not universalism). They also disliked hedonism and, to a lesser extent, values that 

promoted self-enhancement (achievement and power).  Thus, religious people may be 

more reluctant to make changes or to innovate. However, prior research into religiosity 

and values has been undertaken developed countries that are predominantly Christian. 

Little is known about the impact religiosity has on the values of Muslims living in 

developing countries.  

Weber (2002) suggested the ‘Protestant work ethic’ has had a major influence on the ethos 

of the people in the Western world. The Protestant work ethic emphasises the pursuit of 

economic welfare through hard work, honesty and innovation (Jones 1997). It is 

interesting that honesty, which has a strong link to conservatism and self-transcendence 

values (Schwartz 1992), is expected from people who embrace innovation (i.e., self-

enhancement and openness to change values). van Herk and Poortinga (2012) found non-

religious and Protestant regions tended to be less conservative and to lean less towards 

self-enhancement, while predominantly Islamic and Orthodox regions were in the low-

GDP category and all Protestant regions in the high-GDP category. In addition, 

Dougherty et al. (2013) found many American entrepreneurs regarded themselves as 

religious, perhaps because their religion encourages people to have personal ambition and 

innovation (Neubert 2013). These entrepreneurs also saw church congregations as a 

primary source of social capital in the United States.  

While previous researchers noticed the different impact religion and religiosity had on 

entrepreneurship and innovation, there is little research about such relationships in 

Muslim contexts, although predominantly Islamic countries are seen as behind Western 

countries in terms of innovation and competitiveness. Kuran (2010) argued this situation, 

especially in the Middle Eastern context, is caused by a failure to replicate modern-style 

corporations that are widely embraced in Western countries. He suggested Islamic-based 
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business practices may not be compatible with growth-oriented businesses. For instance, 

there may be a lack of separation between the individual, the family and the business, and 

legality may be ignored (increasing uncertainty).  

Adas (2006) argued being Muslim is compatible with entrepreneurial values, even though 

Weber (1993) suggested it may be difficult for Muslims to emulate the Protestant work 

ethic. Arslan (2001) also argued the Protestant work ethic can be implemented in other 

religious communities, but noted there were barriers in Muslim communities. For 

example, Sufism and autocracy can reduce the effectiveness of the Protestant work ethic. 

It seems personal and cultural values may have an effect on how Muslims play their roles 

in society, including as entrepreneurs or business innovators.  

Islamic values are in line with the nature of human beings and suggest humans are 

designated as the leaders on earth (Adas 2006). As a result, humans can seek opportunities 

to gain wealth while, at the same time, they are not allowed to harm the environment. 

Islamic values and practices are regarded by most Muslims as inseparable from their daily 

life. Jafari and Süerdem (2012) found that, for most of its followers, Islam was seen as a 

culture rather than a dogmatic institution. Marsh (2012) noted that traditional Muslim 

values include the five pillars of the profession of faith (‘There is no God but Allah, and 

Muhammad is his Messenger’, daily prayer, the giving of alms, fasting during the month 

of Ramadan, and pilgrimage to Mecca (hajj)). He also included a view of men as women’s 

protectors as a traditional Muslim value.  

2.3.4 Possible changes in SME owners’ values in Indonesia 

Barnowe, King and Berniker (1992) found some countries had experienced significant 

transformations that changed personal values, such as in some Baltic countries that gained 

their independence from the Soviet Union in the 1990s. Indonesia has also experienced 
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considerable change as a nation from 1998, when there was a shift from a totalitarian 

regime to a democratic government. Indonesia has become more prosperous (World Bank 

2014) and people are relatively freer to express themselves and their individual views are 

more respected. Homer and Kahle (1988) noted that personal values are influenced by 

social goals and norms. Consequently, it is likely there have been some changes to 

Indonesians’ personal values during this period. Inglehart and Baker (2000) have also 

suggested economic changes can lead to changes in people’s values.  

Thus, Indonesian SME owners’ values may have changed over time, as they have been 

offered more opportunities to strengthen their innovative activities. It was anticipated 

that cultural values might have shifted from collectivistic values (self-transcendence 

values) to more individualistic values (power and achievement). Terpstra-Tong, 

Terpstra and Tee (2014) found Malays, Chinese and Indians in Malaysia had mixed 

values as they had the same individualistic values but attributed collectivistic values 

differently. Malays were more collectivistic than the Indians and the Chinese. This 

may indicate that Malays have become more individualistic than they were in the past. 

Despite Indonesia being a collectivist culture, little research has been undertaken to 

examine the Minangkabau’s cultural values or to understand the relationships between 

cultural values, personal values and Minangkabau SME innovation.  

  2.3.5 A Summary of personal values 

Personal values were included in the present study chiefly because it was expected that 

SME owners’ values would play a role in innovation. Particular values, such as openness 

to change, have been regarded as supporting innovation. Economic development, 

religiosity and Muslim values were also relevant to this study. The suggested relationships 

are shown in Figure 2.11, in which personal values are linked to innovation-related 

constructs.  
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Figure 2.11: Research Model Three: Values and Innovation-related Constructs 

2.4 A Summary of the Literature Review 

The present chapter reviewed the literature related to the constructs included in the present 

study. Three research models emerged. The first presented relationships between 

innovation-related constructs and innovation outcomes; providing a framework for seeing 

whether Minangkabau SMEs had benefited from innovativeness, administrative 

innovation, radicalness, implementation and external changes and support. The second 

included migration, gender and generation, while the third suggested relationships 

between Minangkabau SME owners’ values and innovation-related constructs.  The study 

undertaken to examine these models, the results obtained and the implications of these 

results are discussed in subsequent Chapters
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CHAPTER 3  

THE RESEARCH APPROACH AND METHODOLOGY 

  

3.0 The Research Approach 

In Chapter Two, the study’s research models were identified. The present Chapter 

discusses the research approach that was used to examine these models and to answer the 

study’s research questions. The research approach, the sample plan, questionnaire 

development, the data collection procedures and the data analysis undertaken are also 

discussed. 

The present study used both quantitative and qualitative approaches. This selection was 

made to achieve the study’s objective, which was to understand the relationships between 

Minangkabau SME owners’ personal values and small business innovation. The present 

study followed suggestions by Bryman (2006), who identified some advantages to using 

both quantitative and qualitative approaches. He suggested such an approach can enhance 

the validity of findings, as not all issues can be answered solely by using either a 

quantitative approach or qualitative approach. Therefore, these approaches were used to 

answer different research questions in the present study.  

As has been mentioned previously, the focus of this research was Minangkabau SME 

owners, as they were seen as a particularly appropriate entrepreneurial group in Indonesia. 

Respondents and interviewees in the present study were all Minangkabau SME owners 

who were directly involved in business operations on a daily basis. They were in a 

position to provide a good understanding of their innovation processes and outcomes.  

As the present study involved Minangkabau SME owners’ personal values, a qualitative 

approach was initially used to see how these values influenced their business practices 
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and how their identity (i.e. Minangkabau, Indonesian, gender and cohort) influenced their 

innovation experiences. The qualitative phase of the study provided rich data related to 

values, innovation, and Minangkabau SME owners that were obtained through highly 

interactive conversations in which the interviewees (the SME owners) reflected on their 

experiences as business people.  This qualitative phase provided insights into how 

Minangkabau SME owners defined their identity and values. More specifically, it 

examined the possible influence Minangkabau culture had on them as business people. 

Another research question explored in the qualitative phase was why some SME owners 

succeeded in innovation, while others did not.  

The quantitative phase offered generalisability, because it used responses from a large 

number of Minangkabau SME owners (400 respondents) to estimate the suggested 

research models.  The quantitative phase used existing constructs, as many of the 

variables of interest had been identified and tested by previous researchers. However, the 

present study obtained important new insights, as it combined these variables in different 

ways and examined the relationships of interest in a new context (i.e. within a particular 

minority group in a developing economy).   

3.1 The Qualitative Methodology  

A qualitative approach requires an ability to interpret ideas, intentions and feelings (Van 

Maanen 1998). SMEs differ from large organisations and SME owners may have different 

experiences, feelings, and perspectives than do the owners or senior managers of large 

businesses.  Thus, SME owners may have different perspectives and experiences in 

defining and implementing innovation. A qualitative approach was used to examine these 

experiences in depth.    
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While a qualitative approach provides rich data, it can have limited generalisability due 

to the typically small number of participants.   Despite this, such an approach can be 

useful when capturing detailed explanations about research questions. For example, one 

interviewee commented: 

Of course I need to change, my business, we cannot stay like what we are now 

forever, right? Business is highly competitive at the moment. However, everyone 

has his own share. And, my duty is to satisfy my own market. 

Interviewer: So what have you changed so far? 

By asking this question, the interviewee mentioned the things he had done to satisfy his 

market and outlined his responses to competitors, saying he had improved his services by 

“promoting our products directly to our ultimate customers.” This led to the interviewer 

asking: 

What has made that different from your competitors? 

This led the interviewee to elaborate, giving further insights into his views on innovation 

and how it affected his business.  

Another important characteristic of a qualitative approach is that it is not pre-determined. 

Rather, it encourages participants to construct their own ideas and understandings, rather 

than trying to determine what people said. Akerlind (2012) emphasised the importance of 

making an effort to maintain an open mind during data analysis and to minimise any 

predetermined views the researcher may hold.  In other words, people’s experiences and 

opinions should be appreciated and used as the basis of any analysis, as can be seen in 

another interview excerpt: 

Interviewer: are there any differences between young Minangkabau 

entrepreneurs and the older generation? 
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IB2: In my opinion, this is a matter of today’s context. Today’s younger generation 

are better educated, so they have more choices. They come to Bandung to study 

and then look for jobs because they know industry prefers Bandung based 

university graduates.  

There are a variety of qualitative approaches to examining SME owners’ feelings and 

experiences. For example, case studies and ethnography could have been used. However, 

the qualitative phase was intended to identify variations among SME owners. Hence, a 

phenomenographic approach, which is discussed in more detail in a subsequent section, 

was used in this study.  

3.1.1 The research questions asked in the qualitative phase 

The study aimed to identify Minangkabau small business owners’ perspectives about 

business innovation, which led to the central research question posed in this phase of the 

study, namely:  

How do Minangkabau small business owners understand and practise 

Minangkabau values and business innovation? 

In order to explore Minangkabau SME owners understanding and practice of values and 

innovation, four interview questions were developed to capture deeper understandings of 

these phenomena, namely: 

1. What are Minangkabau SME owners’ understandings about the importance of 

business innovation, its motives and implementation in Indonesia’s highly 

competitive market? 

2. What are the factors that influence Minangkabau SME owners’ innovation 

processes? 
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3. What are the key factors that lead to successful SME innovation in this research 

context? 

4. What influences do Minangkabau values have on Minangkabau SME owners? 

A phenomenographic approach emphasises the emergence of variations from 

interviewees (Marton 1988), which were seen as possibly coming from the gender and 

generational differences, as each generation and gender may have different experiences 

and perspectives. Thus, gender and generational cohorts were used as a framework for 

evaluating responses. In order to better understand the processes undertaken during 

innovation implementation, interviewees were also asked about their experiences before 

and after implementing innovations.  

The central research question asked how Minangkabau values influence the SME owners’ 

personal values. This may happen because Minangkabau people see their culture and their 

own values as inseparable. Previous research has shown Minangkabau culture has a 

strong influence on Minangkabau people (Hadler 2008). Although they often migrate to 

new places and adapt to their new lives, the Minangkabau typically see themselves as 

Minangkabau and embrace Minangkabau values (Kato 2007). Consequently, it was seen 

as crucial to understand this aspect of respondents’ business life. 

3.1.2 The phenomenographic approach  

As was noted earlier, a phenomenographic approach was used to identify variations 

among Minangkabau SME owners’ views on the impact their cultural values had on their 

innovation. This approach enable the researcher  to map people’s experiences and show 

how they conceptualised, perceived and understood various aspects of their world, as well 

as, various phenomena in this world (Marton 1988). The phenomenographic approach 

focuses on studying variations in understanding about the same phenomenon (Akerlind 
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2005, p.63). The approach was used here to help identify and examine variations in the 

ways Minangkabau SME owners understood and implemented Minangkabau values and 

business innovation.  

A typical way of obtaining such data is through in-depth interviews (Bowden 2005, p.12). 

Semi-structured interviews, which allowed the interviewer to search for the meaning of 

and the perspectives about the change of Minangkabau values and its impact on their 

personal values from the viewpoint of those Minangkabau SME owners, were used here.  

Such interviews should not use common questions, as people are likely to have different 

experiences of the same phenomena (Akerlind 2005, p.65).  However, a number of 

questions were used to provide a common foundation for each interview: 

1. What motivated you to become an entrepreneur? 

2. In your opinion, what is critical about being innovative? 

3. What have you done to innovate in your business? 

4. What is your personal view about changes to Minangkabau values and their 

impact on Minangkabau as entrepreneurs? 

5. What is your personal view about the importance of innovation in your 

organisation? 

These questions were followed by additional questions designed to help interviewees 

express their opinions in more depth. Some examples of these additional questions were 

“Can you give me some examples?”; “Can you explain that further?” and “What do you 

mean by that?” (Sandberg 2005).  
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3.1.3 The interviewees 

Twenty seven Minangkabau SME owners from West Sumatra and from outside of West 

Sumatra were interviewed. This sample size is generally seen as sufficient for reliable 

phenomenographic research (Trigwell 2000). The interviewees were chosen because they 

were of Minangkabau origin and acknowledged this explicitly. In matrilineal societies, 

such as Minangkabau, this meant they had a mother who was Minangkabau. In addition, 

the chosen SME owners differed in generation and gender, as these factors were of 

particular interest in this study.  This turned out to be difficult, as there were fewer female 

owners. Interviewees also had to be able to talk about the innovation process and values 

change among Minangkabau SME owners. All of the interviewees were successful 

business owners or had experienced business success in the past and were able to discuss 

their own innovation practices. For this reason, the selection of the interviewees was 

based on their reputation as panggaleh or saudagar (entrepreneurs) within Minangkabau 

society, whether in rantau (i.e. their current residence) or in ranah (i.e. West Sumatra). 

The personal characteristics of the 27 interviewees are shown in Table 3.1. 

The present study examined gender and generational differences. Eight interviewees were 

female and 19 interviewees were male. The classification of generation commonly used 

by Western Societies, namely Baby Boomers (Boomers: born 1946-1964), generation X 

(Gen X: born 1965-1980) and generation Y (Gen Y; born 1981-1999) (Lancaster & 

Stillman 2002) was used here. As noted in Chapter Two, generational cohorts were 

examined because Indonesia and West Sumatra have experienced social and political 

changes in recent times. Seven interviewees were born between 1946 and 1964 (baby 

boomers), 12 were born between 1965 and 1980 (Gen X-ers) and eight were born between 

1981and 1999 (Gen Y-ers).  
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Table 3.1 Interviewees’ Background Characteristics 

Name Code Gender Generation Location/Headquarte

r 

Industry 

Syaf Male  “Baby Boomer” West Sumatra Restaurant  

Asrul Male  “Baby Boomer” West Sumatra Internet Café  

Rizal Male  “Gen X’ West Sumatra Pharmacy 

Udin Male  “Gen X” West Sumatra Clothing Store, English Language 

Training  

Candra Male “Gen Y” West Sumatra Sport Centre  

Bobi Male “Gen Y” West Sumatra Sea Food Restaurant 

Rudi Male  “Gen Y” West Sumatra Coffee Shop 

Hendra Male  “Gen Y” West Sumatra Furniture 

Nila Female  “Baby Boomer” West Sumatra Cake Shop  

Ema Female  “Gen X” West Sumatra Fish  based Products 

Situ Female “Gen X” West Sumatra Corn-based Food Products 

Vina Female  “Gen Y” West Sumatra Online Baby Shop 

Heni Female  “Gen Y” West Sumatra Clothing Store 

Rina Female  “Gen Y” Jakarta  Fashion Designer 

Yanti Female  “Gen X” Jakarta  Restaurant 

Nirma Female “Baby Boomer” Jakarta Denim Store 

Andri Male “Baby Boomer” Jakarta Marketing Consultant 

Yusuf Male “Baby Boomer” Jakarta Event Organizer 

Muchtar Male “Baby Boomer” Jakarta Training and Education  

Zulham Male  “Gen X” Jakarta Media and Author 

Wawen Male “Gen X” Jakarta Service Provider 

Eri Male  “Gen X” Jakarta  Herbal Product Distributor 

Koto Male  “Gen X” Jakarta Clothing Store, Online Clothing Store 

Irman Male  “Gen X” Jakarta  Media Communication 

Fahmi Male “Gen Y” Jakarta Clothing store 

Beni Male “Baby Boomer” Bandung Publisher 

Hamdi Male  “Gen Y” Bandung IT Consultant 
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All interviewees had owned their own business in Indonesia for at least one year, although 

there were many different types of businesses, such as restaurants (three of which were 

Minangkabau cuisine restaurants), clothing stores (3) and food producers (3), all of which 

are typical Minangkabau small businesses.  There were also new types of businesses, such 

as Information Technology (IT) and media businesses.  

The interviews took a minimum of half an hour and a maximum of seventy minutes. Most 

of the interviewees from West Sumatra shared their experiences and perspectives in the 

Minangkabau language, although one interviewee (the sport centre owner) spoke in the 

Indonesian language. The interviewees from outside West Sumatra who spoke in the 

Minangkabau language (9 of the 15 interviewees) were baby boomers (5) and Gen X (4 

out of 6) , while the Gen Y interviewees spoke in the Indonesian language.  

3.1.4 Data collection 

It is not easy to reach Minangkabau SME owners, especially those who live and run their 

businesses outside West Sumatra.  However, many Minangkabau join Minangkabau 

organisations. Consequently, in Jakarta, the researcher contacted the Coordinating Body 

of Minangkabau Society and Culture (BK3AM), which is an umbrella organisation for 

many Minangkabau organizations in Jakarta. BK3AM was established to enable various 

community groups to meet and discuss Minangkabau issues. BK3AM leaders come from 

a hometown-based organisation and are elected by members of the hometown-based 

organisation. They know many Minangkabau SME owners and personally approached 

these people to help the researcher. BK3AM also provided an introductory letter 

(Appendix A) that asked SME owners to assist by becoming interviewees. The letter and 

the BK3AM leaders’ personal approach assisted the researcher to contact and engage with 

potential interviewees. The Saudagar Muda Minangkabau (Young Minangkabau 

Entrepreneurs) organisation also recommended the names of young Minangkabau 
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entrepreneurs in Jakarta. The general secretary supported the research and provided a list 

of 20 young Minangkabau entrepreneurs in Jakarta; seven of whom agreed to be 

interviewed, which was of significant benefit to the present study.  

The same procedure was used to find interviewees in ranah (West Sumatra) and Bandung. 

Tangan Di Atas  (Hands-On-Above Community) and Hipmi (the Association of 

Indonesian Young Business People) assisted in West Sumatra, while, in Bandung, 

interviewees were recommended by Ikatan Keluarga Minang (the Minangkabau Family 

Association).  People from these organizations also provided information about the 

condition of Minangkabau SME owners in their areas. This was important because they 

gave a general picture of Minangkabau SME owners in the past and present and gave 

examples of the contrast between them, although, this information did not predetermine 

the study’s findings.  

The Minangkabau networks provided a significant benefit, as many people in rantau 

know each other.  Consequently, word of mouth and their interactions established the 

study’s reputation among the Minangkabau, making it easier for the researcher to reach 

potential interviewees and also increased their trust in the researcher and the research 

project. Interviewees were comfortable when they were told the researcher knew some 

other SME owners and had discussed the same issues with them.  

Interviews were carried out during December 2012 and January 2013.  Semi-structured 

face-to-face interviews were used in each case, as they are a useful way to find out how 

the interviewees interpret their world (Kvale 1996).  Face-to-face interviews ensured 

interviewees fully understood the context of the discussions. All interviews were 

undertaken in the Minangkabau or Indonesian languages and were responses were 

translated into English before being analysed.  
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3.1.5 Data analysis  

As was noted earlier, interviewee’s understanding and experience of changes to 

Minangkabau values and innovation practices and processes were examined.  The 

analysis followed Akerlind’s (2012) and Marton’s (1986) approaches and was carried out 

using a number of steps:  

1. The researcher searched for meaning or variation in meaning by looking through 

interview transcripts.  This was supplemented by a search for structural 

relationships between meanings.  

2. Interviewees’ responses were then selected based on their relevance.  

3. The researcher then focused on the meaning of the quotes, rather than on 

individual interviewees.  

4. Statements with similar meanings from the transcripts were then grouped into 

categories.  

5. These categories were then used to compare and contrast the various 

perceptions.  

Some basic principles were implemented to complete the five data analysis steps. First, 

the transcripts were re-read several times to ensure they had been understood. Second, 

following Akerlind’s (2012) suggestion, during this process and, indeed, in all of the data 

analysis process, an open mind was maintained so as to minimise any predetermined 

views or to accept views too quickly. Third, all of the interviewees were seen as equally 

important in this process. Audio recording of the interviews were transcribed and coded 

using NVivo 10. The data were coded according to the constructs in SME innovation, for 

example, innovation process and outcomes. Migration, generation, gender also be used 



82 
  

as these factors were of particular interest in this study. NVivo 10 was used to further 

examine the data by sorting interviewees’ comments based on their relevance and 

grouping them into consistent categories.  

Based on these steps and having reread the transcripts several times, the researcher 

focused on interviewees’ innovation processes and the impact Minangkabau values had 

on them as businesspeople. All comments around these themes were prioritised at this 

stage. Because the semi-structured interviews allowed interviewees to tell their stories 

unsystematically, all relevant comments were considered, even when they were not 

answers to questions asked about the innovation process or the role of Minangkabau 

values. For example, most interviewees labelled their business innovation as “changes”, 

“improvements” or “adaptations”. Some interviewees even denied they were innovating, 

as they thought they simply “did what they needed to do”. Constant comparisons of 

interviewees’ comments were made. This was useful in enhancing the researcher’s 

cognisance of the SME owners’ understandings and points of view.   After identifying 

information about the innovation process and the role Minangkabau values had in the 

interviewees’ businesses, the next step was to see whether there were generation and 

gender differences.  

These steps were similar to those used by Lamb (2009), who studied SME 

internationalisation by using a phenomenographic approach in which he asked SME 

owners about their internationalisation experiences. Here, SME owners were asked about 

their innovation experiences and the impact their values had on these experiences. 
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3.1.6 Validity and reliability 

3.1.6.1 Validity 

It was seen as being important to be able to defend findings, which is the ultimate goal of 

validity.  Communicative and pragmatic validity checks were used to do this, as suggested 

by Sandberg (2005) and Akerlind (2012). In terms of communicative validity, first, it was 

seen as important to ensure there was a mutual understanding of the purpose of the 

research (Sandberg 2005). Each interviewee was informed about the study’s purpose and 

all their questions were answered before starting the interview. For example, some 

interviewees wanted to know whether the study would be useful for Minangkabau 

entrepreneurs and whether the study emphasised SME owners’ success stories. They were 

told the present study might confirm some myths about Minangkabau entrepreneurs 

because it was examining values and innovation. They were also told the present study 

was interested in how and why SME owners implemented business innovations and how 

these innovations impacted their businesses. Quick responses and clear and honest 

answers about the purpose of the research increased interviewees understanding of the 

research, as well as increasing their trust in the researcher. 

Another communicative validity check was asking questions that let interviewees confirm 

their opinions; especially those that needed to be verified (Sandberg 2005).   

Some examples of such validity questions were:  

 “Can you give me an example?”  

 “What do you mean by that?”   

These questions enabled interviewees to elaborate on their answers, as can be seen in the 

following interchange. 
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R: What have you changed in your organisation lately? 

I: We are a family business, a small business in pharmacy in a small town. 

Our parents established this business and they were right when they said 

our target market is common people. They are people who are middle-low 

income. So we give our customers what they want. 

R: Could you please give me an example what they want? 

I: Yeah, they basically want cheaper prices. They will compare our prices 

with other pharmacies in this small town. We need to be more efficient. 

However, at the same time, we cannot really be so efficient. We need to 

serve our customers excellently and it is not easy. Our customers think that 

we can solve all their health problems 

R: What do you mean by that? 

I: They think we can answer their entire health problem. My mom is well-

known for her practices as a nurse in the past, and people easily discuss 

their health with her. Now we need to keep such an image. We need to 

train and educate our employees to serve our customers excellently. I also 

have to serve them directly to make sure our customers are satisfied and 

my employees serve them well.  

The transcripts were also carefully analysed in terms of communicative validity to ensure 

there was no misfit between the content and its context or between the “parts” and the 

“whole” (Sandberg 2005) enabling more coherent interpretations. It is worth noting that 

phenomenographic outcomes are based on an evaluation of all of the interviews, rather 

than on any individual interview. This means a researcher needs to seek a range of 

understandings within a particular group rather than rely on a particular individual’s 

understandings.  

Researchers can also confirm their findings by obtaining feedback (Akerlind 2012). 

Following this suggestion, the research findings were presented to some Minangkabau 
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business people and Minangkabau in rantau who were not interviewees. Nine 

Minangkabau responded, with most being appreciative of the study and confirming the 

findings by comparing them with their own experiences and perspectives. Sandberg 

(2005) also suggests participant observation as a way to validate researchers’ 

interpretations. Following this suggestion, the researcher observed most of the 

interviewees in their typical daily activities to see how they innovated, adding to the 

confidence with which the interviews were interpreted. Only two of the interviewees 

(Hendra and Yusuf) were not observed because of time limitations.  

3.1.6.2  Reliability 

Reliability, which is a measure of interpretive awareness, is closely related to validity and 

was evaluated here by using the reliability criteria recommended by Sandberg (2000).  He 

argued “how” and “what” questions should be used in any search for the meaning and 

understanding and that all responses should be considered equally important. He also 

noted the importance of asking follow-up questions that required interviewees to be more 

specific in explaining what they meant. This approach is supported by other qualitative 

and phenomenographic researchers, who have argued reliability can be gained by 

ensuring the researcher provides clear interpretive steps by detailing these steps and 

presenting examples that illustrate them (Akerlind 2012; Guba 1981; Kvale 1996; 

Sandberg 1995). The present study provided detailed explanations about the data analysis 

undertaken, as well as validity and reliability checks, so readers can obtain a clear 

understanding of what was done in this phase of the study.  
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3.2 The Quantitative Research Phase 

As was explained in Section 3.0, quantitative research was also used in the present study, 

as this approach enabled the research models to be estimated.   The following sections 

provide information about the procedures used in this phase of the study. 

3.2.1 The research questions  

The quantitative phase was used to answer the following research questions: 

1. Are there relationships between Minangkabau SME owners’ 

innovativeness, administrative reform, implementation, radicalness, 

Minangkabau values, competition and changes (innovation-related 

constructs) and their innovation outcomes?  

2. To what extent do generational and gender differences and merantau 

(voluntary migration) moderate these relationships? 

3. Are there relationships between SME owner’s personal values and the 

study’s innovation-related constructs? 

 

3.2.2 The constructs 

The suggested research model, shown in Figure 2.11 (p. 92), included two central 

concepts (personal values and innovation), as well as a number of other constructs, all of 

which are discussed in this section.   As was noted earlier, the SME owners’ personal 

values were measured using Schwartz’s values model (Schwartz 1992).  Schwartz’s 

values survey has 56 items and a complex coding approach, which meant it would have 

been difficult to use in an SME study, in which owners are concerned about time.  
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Consequently, Schwartz’s Values Best-Worst Survey (SVBWS), developed by Lee, 

Soutar and Louviere (2008), which is shorter and less complex than Schwartz’s Value 

Survey, was used here.   

The formal statistical measurement properties for BWS were provided by Marley and 

Louviere (2005). Best-Worst Scaling (BWS) provides more information than single 

choice designs, as it forces respondents to consider the extremes of their utility space. The 

approach captures a person’s systematic propensity to prefer one issue over another across 

all of the choice sets (Jaeger et al. 2008). The statistical assumptions underlying BWS 

assume the proportional distance between two attributes on a latent utility scale represents 

the relative choice probability of that pair of attributes. Cognitively, respondents 

undertake the task of identifying every pairing of attributes, calculate the difference in 

utility between every attribute pair, and choose the pair that maximises the utility 

difference between them (Flynn et al. 2007).  

While there are several ways to calculate BW scores (Lee, Soutar, & Louviere 2007; 

Marley & Louviere  2005), the BW scores in this case were calculated for each individual 

by counting the number of times each item was chosen as the most important, subtracting 

from that total the number of times the item was chosen for least important and dividing 

this difference by the number of times the attribute appeared, creating a -1 to +1 scale in 

which higher (more positive) scores implied the issue was more important.  

The SVBWS, which measures an 11 attribute version of Schwartz’s values model, has 11 

sets of six values, in which each value is presented six times (Lee, Soutar & Louviere 

2008). While Lee, Soutar and Louviere (2008) used an online survey the present study 

used a pen and paper method as SME owners in Indonesia do not typically use the 

internet. Daly (2010) also noted that differing internet penetration can reduce 

generalisability. As MarkPlus Insight had found only 55 million people have internet 
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access in Indonesia, most of whom are young and live in big cities (Darwin 2011), it was 

felt an online survey was likely to be problematic. 

Following the usual SVBWS approach, the SVBWS was explained briefly in an 

introduction section: 

 

 

Please pick the most and least important values from each set of values based on the 

importance they have in your life. Although some sets may seem similar, please answer 

all sets. While more than one value may be important or unimportant, please choose the 

MOST and the LEAST important to YOU as a guiding principle in YOUR life. There are 

11 sets of statements in this section. 

An example of one of the choice sets can be seen in Figure 3.1. 

Of these, which are the most and least important values to you? 

Most Important 

(pick one) 

 Least Important 

(pick one) 

 Successful, capable, ambitious   

 Devout, accepting portion in life, humble  

 Equality, world at peace, social justice  

 Helpful, honest, forgiving  

 Protecting the environment, a world of 

beauty, unity with nature 

 

 Clean, national & family security, social 

order 

 

Figure 3.1 An Example of a SVBWS Choice Set 
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The present study examined several aspects of SME structure and innovation. As was 

noted in Chapter Two, the innovation aspects included organisational innovativeness 

(risk-taking, creativity, and future orientation), administrative reform (organisational 

structure), innovation radicalness (incremental and radical innovation), innovation 

implementation, and innovation effectiveness.  As well, aspects of the external 

environment (external changes and competition, Minangkabau values and innovation 

climate) were measured.  In almost all cases, a Likert-type scale ranging from 1 (strongly 

disagree) to 7 (strongly agree) was used to obtained the required responses.  The exception 

was the innovation implementation scale, in which a seven-point semantic differential 

scale was used. 

Soutar and McNeil’s (1993) organisational structure measure was used by asking whether 

the respondent’s organisation: 

1 Has a flat structure. 

2. Has a decentralised decision-making structure. 

3 Does not have a lot of rules.  

4.  Has communication that is mainly horizontal. 

5. Has R&D and marketing groups that generally work together. 

Creativity, future orientation, and risk-taking were measured using items adapted from 

Shoham et al. (2012).  The items used in this case were: 

Creativity  

1 Creativity is encouraged. 

2 We are expected to be resourceful problem solvers. 

3 We try to develop and offer new and improved services. 

4 Our ability to function creatively is respected. 
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5 We try to find new answers. 

6 Help in developing new ideas is readily available. 

7 We reward people who suggest good ideas. 

8 We give people autonomy to develop good ideas. 

9 We provide people with the resources they need to develop their good ideas. 

10 We are open and responsive to change. 

11 We search for new ways to look at problems. 

Future Orientation 

1 We have a realistic set of future goals.  

2 We try to ensure we all share the same vision.  

3 We try to convey a clear sense of our future direction.  

4 We have a realistic vision of the future.  

Risk Taking 

1 We believe higher risks are worth taking if there are high payoffs. 

2 We encourage innovative strategies, even knowing some will fail. 

3 We like to take big risks. 

4 We always look for new opportunities.  

5 We take initiatives to shape the environment to our advantage. 

6 We are often the first to introduce new services. 

7 We usually take the initiative by introducing new administrative processes. 
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The degree of change in the implemented innovations (i.e. radical or incremental) was 

measured using items adopted from Jansen, Van Den Bosch and Volberda (2012). The 

items used in this case were: 

Incremental innovation 

1 We frequently refine existing products and services. 

2 We regularly implement small adaptations to existing products and services. 

3 We introduce improvements to existing product and services for our local 
market. 

4 We improve the efficiency of our products and services. 

5 We improve the economies of scale in our existing markets. 

 

 

Radical Innovation 

1 We accept demands beyond our existing products and services, 

2 We often invent new products and services. 

3 We often experiment with new products and services in our local market. 

4 We often commercialise completely new products and services.  

5 We frequently seize opportunities in new markets. 

6 We regularly use new distribution channels. 

7 We regularly search for and approach new clients in new markets. 

The external environment and its impact on SME innovation was also examined in the 

quantitative phase of the study.  The innovation climate construct, based on items 

suggested by Gough and Olson (2011), was used to see whether SME owners felt they 

had a supportive environment. The items used in this case were: 
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1 Organisations like ours can get access to high quality research. 

2 Regulations governing business support organisations like ours. 

3 The communication infrastructure supports organisations like ours. 

4 Government support for local innovators is strong. 

External and competitive changes were measured using items suggested by Volberda and 

Bruggen (1997) and Jaworski and Kohli (1993). The items used in this study were: 

1 Environmental changes are intense. 

2 Our clients regularly ask for new products and services. 

3 Changes are taking place continuously. 

4 The volume of products and services demanded changes fast and often. 

5 Competition in our market is intense. 

6 Price competition is a hallmark of our market. 

Innovation implementation was measured using items suggested by Sawang, Unsworth 

and Sorbello (2007).  The items used in this study were: 

Innovation implementation 

Our innovation experience over the past three years: 

1 Had many problems. 

2 Had employee resistance.    

3 Was rough. 

4 Was complicated. 

5 Was very poor. 
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6 Reduced our overall performance. 

Innovation effectiveness (innovation outcomes) was measured using the items suggested 

by Totterdell et al. (2002), namely:  

Innovation outcomes 

The innovation we introduced in the last three years: 

1 Improved our productivity. 

2 Improved our efficiency.  

3 Reduced our costs. 

4 Improved the reliability of our processes. 

5 Improved the reliability of our products and/or services. 

6 Improved communication within our organisation. 

7 Increased the range of products and/or services we provide. 

8 Improved our responsiveness to our customers. 

9 Improved health and safety within our organisation. 

10 Increased employee involvement. 

11 Increased customer satisfaction. 

12 Improved our financial performance. 

13 Improved management-employee relations. 

14 Improved the quality of our products and/or services. 

15 Improved the environment. 

16 Increased employee morale. 
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17 Improved trust within the organisation. 

18 Improved our organisation’s flexibility. 

19 Helped us implement our strategy better. 

Three additional variables were included in the present study (migration experience, 

gender and generation). These variables were included because, as was discussed in 

Chapter Two, they may moderate the relationships of interest. Respondents were asked:   

1. Have you migrated from West Sumatra?  

2. In what year did you move to your current place of residence?   

 

3.  If you did migrate, why did you migrate? 

 To gain more experience. 

 To grow my business. 

  Family reasons. 

 To establish a new business. 

  Other. 

4. How long have you been in your current place of residence?  

5. Did you have a previous business in the same area? 

Respondents were also asked about their Minangkabau cultural values.  The items used 

in this case were: 

1. Minangkabau values significantly influence my life. 
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2. Minangkabau values encourage innovation. 

3. You prefer to run a business with other Minangkabau people. 

4. Minangkabau SME owners have better skills and capability in running business 

than other ethnic groups in Indonesia. 

5. Islam significantly influences the way you conduct your business. 

Table 3.2 provides a summary of the way the study’s various constructs were measured 

and the sources of the scales used. 
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Table 3.2 An Overview of the Constructs 

Construct Items Answer format and 

example of the 

questions 

Source 

Personal Values 11 sets Best-Worst Scaling Lee, Soutar & Louviere (2008) 

Innovation Related 

Constructs 

60 7-point Likert-type 

scale, except for 

Innovation 

Implementation, 

where a seven-point 

semantic differential 

scale was used 

Organisational innovativeness 

(Shoham et al. 2012) 

Organisational structure (Soutar & 

McNeill (1993) 

Innovation Implementation 

(Sawang, Unsworth & Sorbello 

2007) 

External Environment- Innovation 

climate Newell Gough & Philip 

Olson 2011), external changes and 

competition (Volberda & Van 

Bruggen 1997; Jaworski & Kohli 

1993) 

Innovation Outcomes 19 7-point Likert-type 

scale 

Totterdell et al. (2002) 

 

3.2.3 Questionnaire design 

All of the items were included in the questionnaire. In order to provide uniformity, the 

items measuring SME innovation used seven-point Likert-type scales or sematic 

differential scales. Some of the items used to obtain background information had different 

formats, such as the questions that asked about gender, income and age. In order to 

increase visibility and improve readability, alternate items were shaded in grey. 

Following the steps recommended by Brislin (1970, 1980), the questionnaire was created 

in English, translated into Indonesian and then back-translated into English to ensure 

correct translation. The translation and back-translation were completed by three 
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Indonesian expatriate scholars. A small pilot test in combination with the translation 

procedure resolved a small number of minor problems. 

3.2.4 The sample 

Data were obtained from Minangkabau SME owners who operated their businesses in 

four cities in Indonesia (Jakarta (95 respondents), Padang (173 respondents), Bukittinggi 

(76 respondents) and Pakanbaru (56 respondents)). These four cities were selected as they 

are areas in which Minangkabau SMEs are typically located. Bukittinggi and Padang (the 

Capital of West Sumatra) are two centres of economic growth in West Sumatra, which is 

where Minangkabau society originates. The two other cities (Pakanbaru (the Capital of 

Riau) and Jakarta (The Capital of Indonesia)) are traditional migration destinations for 

the Minangkabau. Pakanbaru is closer to West Sumatra than Jakarta, while Jakarta is the 

centre of Indonesia’s economic growth and has been a traditional migration destination 

for Minangkabau. 

The criteria used to determine whether respondents businesses were SMEs was based on 

the Indonesian Government’s criteria in which business are classified based on their 

assets and annual sales (see Table 3.3).  The SME owners surveyed were not limited to a 

particular industry and manufacturers and service companies were included, although 

most Minangkabau SME owners operate retail and service companies. Potential 

respondents were aged between 18 and 70 years old.  
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Table 3.3 Indonesian Government Criteria Used to Classify SMEs 

Small and Medium Enterprises Criterion 

Assets (in USD) Annual Sales (in USD) 

Small and Micro Enterprises Maximum $50,000 not 

including land and 

building 

Maximum $250,000 

Medium Enterprises >$50,000 to $500,000 

not including land and 

building 

>$250,000 to 

$5,000,000 

Note: it is assumed $1 US = Rp 10,000 

Source: Law No. 28 of 2008 on The Ministry of Cooperative and Small Medium 
Enterprises website (Kementerian Koperasi Usaha Kecil dan Menengah 2012) 

As was noted earlier, data for the present study were obtained from Minangkabau SME 

owners who operated their businesses in clusters or markets in Padang, Bukittinggi, 

Jakarta and Pakanbaru. Most business entities in Indonesia are SMEs and those operating 

in markets are generally SMEs. By confirming their assets and especially their annual 

sales, all potential respondents approached were found to be SME owners.  A convenience 

sample was used in which additional respondents were found through snowballing, as 

respondents were asked to suggest other SME owners who might be approached.  

In SME research, it is common to have low response rates and a way to solve this problem 

is to give a monetary incentive (Newby, Watson & Woodliff 2003). Low response rates 

are a major impediment to SME research in Indonesia because of incorrect business 

addresses, business closures and inaccurate profiles of business owners (Marino et al. 

2008). Further, in Indonesia, mail surveys have very low response rates, although higher 
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response rates are obtained when surveys are hand-delivered (Dickson, Weaver & Hoy 

2006).  

The present study therefore used a self-administered approach, in which questionnaires 

were hand-delivered to respondents and picked up after completion. Time and funding 

constraints prevented the use of a monetary incentive strategy. Instead, similar to the 

approach used to reach interviewees in the qualitative phase, endorsements from social 

networks, especially Minangkabau organisation’ networks in rantau (Jakarta and 

Pakanbaru), were used. Endorsements from colleagues and SME owners’ friends were 

also helpful in Padang and Bukittinggi. Based on friendship and endorsements from 

Minangkabau organisations, Minangkabau student associations in each city also helped 

hand-deliver and pick up the questionnaires from respondents. The use of social networks 

in this way helped improve the survey’s response rate.  

3.2.5 The data collection approach 

The quantitative data used in this study were collected in two stages. The first stage was 

a pre-test, which was used to ensure the questionnaire could be answered easily and that 

all of the items were understood. This was important because the original questionnaire 

was in English before being translated into Bahasa Indonesia (Indonesian language). 

Twenty of the 31 Indonesian people approached completed the pre-test survey. These 

respondents were given an opportunity to let the researcher now whether they thought the 

Indonesian language questionnaire used appropriate language for Indonesian people. One 

small modification was made to the translation of ‘employee’. Most thought ‘karyawan’ 

was a better word to represent ‘employee’ rather than ‘pekerja,’ which had been used. 

Additionally, some respondents suggested it would be better if an example was given to 

show how to fill out the SVBWS section by using it in another context as they thought 
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this would remind respondents to choose only one most important and only one least 

important statement for each set. The example below was used to do this. 

Paling Penting 
(pilih satu saja) 

 Paling Tidak Penting 
(pilih satu saja) 

  Gaji  

 Bonus  

 Reputasi Perusahaan   

 Kebebasan  

 Kehidupan Sosial  

 Pengalaman  

In English 

Most Important 
(pick one) 

 Least Important 
(pick one) 

 

  Salary   

 Bonus  

 Corporate Reputation   

 Flexibility  

 Social Life  

 Experiences  

 

Responses to the pre-test suggested respondents needed approximately fifteen minutes to 

complete the questionnaire. This was encouraging, as it indicated the advantage of using 

the SVBWS in the present study.  

After revising the questionnaire, a second data collection stage was undertaken. Potential 

respondents who were likely to be SME owners were asked to complete the questionnaire. 
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As most were busy, they were asked to complete the questionnaire when they received it 

or later when they had time to do so. As the present study was concerned with generation 

and gender differences, an effort was made to have a balanced number of female 

Minangkabau SME owners, as well as a number of SME owners for each generation (i.e. 

Baby Boomers, Gen Y and Gen X).  

Data collection continued for eight weeks after the distribution of the questionnaire. A 

total of 400 usable responses was obtained, which was a response rate of 50%. This was 

an encouraging result when compared to previous SME research in Indonesia (e.g. 

Marino et al. 2008; Dickson, Weaver & Hoy 2006) and in other countries (Newby, 

Watson & Woodliff 2003). The responses to each questionnaire were input into an SPSS 

data file for use in the subsequent analysis, which is discussed in the next section. 

3.2.6 The data analysis approach 

This section describes the stages of data analysis that were undertaken to address the aims 

of the research, which were: 

a) See whether SME innovation-related constructs impacted on innovation 

effectiveness (outcomes). 

b) See whether migration, generation, and gender moderated the relationships 

between the SME innovation-related constructs and innovation outcomes. 

c) See whether SME owners’ personal values influenced the SME innovation-

related constructs. 

Three distinct phases were undertaken to analyse the data which are discussed 

subsequently and were based on Hair et al.’s (2010) recommendations, namely: 
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1. Descriptive statistics were computed to provide an understanding of the nature of 

the sample and the responses to the various constructs of interest. 

2. The various constructs’ measurement properties were examined.  

3. The suggested structural (research) models, which were shown in Figures 2.5, 

2.8 and 2.11, were estimated. 

Phase 1: The Descriptive statistics  

A descriptive analysis helps researchers understand their data and identify problems that 

might impact on subsequent stages of the analysis. Here the normality of the data, the 

presence of outliers and the extent of missing data were examined prior to computing the 

various descriptive statistics.  

Phase two: Examining the constructs’ measurement properties 

Constructs should only be used if they have good measurement properties and this aspect 

was examined before estimating the model of interest. There are a number of issues that 

need to be examined when considering a construct’s measurement properties and these 

are discussed in subsequent sections.    

Unidimensionality  

Unidimensionality is generally assumed when the loadings (path coefficients) in a 

reflective construct are high (above 0.60) (Bagozzi & Yi 1988).  This suggestion was used 

here to assess this measurement aspect. 

Reliability 

Reliability is a measure of how well the items used to measure a construct are related to 

each other (Cooper & Schindler 2001). High inter-item correlations support a construct’s 
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reliability, which can be measured through its composite reliability. This coefficient can 

be calculated by Equation 1. It has been suggested that the construct reliability coefficient 

should be 0.70 or higher (Hair et al. 2006; Fornell & Larcker 1981).  
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Convergent validity
 

Convergent validity can be accessed through the average variance extracted (AVE) score, 

which is computed by Equation 2 (Fornell & Larcker 1981). Fornell and Larcker (1981) 

suggest an AVE score of 0.50 or higher implies there is more information than noise in 

the construct of interest; suggesting convergent validity can be assumed when this is the 

case. 

Average Variance Extracted Score =   
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2

   (2). 

Discriminant Validity 

Discriminant validity is a measure of the extent to which indicators of a construct do not 

correlate well with indicators of other constructs.  Fornell and Larcker (1981) suggested 

discriminant validity can be assessed by comparing the squared correlation between two 

constructs with their AVE scores. If the correlation between two constructs is less than 

the square root of the constructs’ AVE scores, discriminant validity can be assumed.  

Phase Three: Estimating the structural model  

Partial Least Squares (PLS) was used to analyse the survey data in this study. In PLS, the 

overall model consists of an inner model and an outer model. The outer model includes the 

relationships between the various latent variables and their indicators. This is used to assess 
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validity and reliability.  The inner or structural model includes the relationships between the 

latent variables, which are often termed structural paths and are used to examine the 

relationships of interest. 

Hair et al. (2012) noted PLS is being increasingly used in business-related research. It 

requires smaller samples, makes fewer assumptions about the constructs’ distributions 

but still takes measurement error into account when analysing data (Kock, 2013). PLS 

modelling is especially useful for prediction-oriented research, as it uses an ordinary least 

squares approach to estimate the structural paths (Gefen, Straub & Boudreau 2000; 

Henseler, Ringle & Sinkovics 2009).  

WarpPLS 4.0 (Kock 2013) was used to estimate the structural models in the present study. 

It was first used to examine the links between the various innovation-related constructs 

and innovation effectiveness (innovation outcomes). It was then used to examine the 

possible moderating role migration, gender, and generation had on these links. Finally, it 

was used to examine the links between personal values and the innovation-related 

constructs.  

WarpPLS uses a ‘stable’ method as its default estimation approach in which p values are 

calculated through fitting standard errors to empirical standard errors generated by other 

resampling methods (Kock 2013). WarpPLS estimates probability (p) values for path 

coefficients in a model through a bootstrap procedure. These p values are crucial when 

interpreting results as they reflect the strength of the relationship (Kock 2013) and 

relationships effect sizes, which provide an indication of whether a relationship is small, 

medium or large (Cohen 1988).  The full collinearity variance inflation factors (VIFs) 

were also examined to ensure multicollinearity was not an issue. Following Kock (2013), 

multicollinearity was not seen to be an issue if VIF scores were less than 3.30.  
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3.2.6.1 Model fit and quality indices 

PLS has a predictive focus (Chin 1998). Consequently, its measurement fit indices are 

based on the R2 and Q2 statistics. The R2 is interpreted the same way as in a regression 

equation (i.e. the percentage of the observed variances in the endogenous construct 

explained by the model).  Specific guidelines for the value of R2 are not suggested. 

However, the larger the R2, the greater is the variance explained (Götz, Liehr-Gobbers & 

Krafft 2010) and, theoretically, the better the model.  Stone-Geiser Q2 statistics are used 

to test predictive relevance.  The greater the value of Q2 the better the model’s predictive 

relevance. Q2 values can be negative, which means the model is not relevant in predicting 

the model’s endogenous variables. However, if Q2 is greater than zero, predictive 

relevance can be assumed (Fornell & Bookstein 1982; Sellin 1990).   WarpPLS 4.0 

provides ten fit or quality indices that are shown in Table 3.4 (Kock 2013).  All of these 

quality indices were examined to ensure the estimated model was acceptable. 

Table 3.4 Cut-off Criteria for WarpPLS’s Model Fit and Quality Indices 

Indices Abbreviation Cut-off 

Average path coefficient APC p ≤ 0.05 

Average R-squared ARS p ≤ 0.05 

Average adjusted R-squared AARS p ≤ 0.05 

Average block variance inflation factor AVIF ≤ 5 

Average full collinearity VIF AFVIF ≤ 5 

Tenenhaus’s GoF GoF ≥ 0.1 

Simpson’s paradox ratio SPR ≥ 0.7 

R-squared contribution ratio RSCR ≥ 0.9 

Statitical suppression ratio SSR ≥ 0.7 

Nonlinear bivariate causality direction ratio NLBCDR ≥ 0.7 
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3.2.6.2 Examining Moderating Effects in PLS 

As was noted earlier, a focus of this research was to examine the possible moderating 

effects of migration, gender, and generation. Baron and Kenny (1986, p. 1174) defined a 

moderator as a “variable that affects the direction and/or strength of the relation between 

an independent or predictor variable and a dependent or criterion variable”. Testing a 

moderating link’s strength can be done by estimating an interaction path coefficient and 

determining its statistical significance (Kock 2013). A significant interaction term 

indicates the variable of interest moderates the relationship, as the slope is no longer 

constant but depends on the level of the moderator (Henseler & Fassott 2010).   The 

present study used the group comparison approach because the moderators of interest 

were categorical (Henseler & Fassott 2010).  

3.3 Conclusions 

Data were collected and analysed from 27 interviewees and 400 respondents from both 

migrants and non-migrant Minangkabau SME owner groups. The data collection process 

was assisted by Minangkabau organisations in Jakarta, Bandung, and Padang. This 

approach helped to increase the response rate and to ease access to potential participants.  

A phenomenographic qualitative approach was used to collect and analyse the interview 

data as this approach focuses on different meanings and variations; enabling an 

exploration of variations in interview responses in terms of innovation, values, migration, 

generation, and gender. The quantitative approach used a partial least square method 

approach to estimate the models of interest, although SPSS was used to compute the 

descriptive statistics. Both qualitative and quantitative approaches were used in the 

present study to answer different aspects of the study’s research questions.   
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CHAPTER 4  
 

FINDINGS FROM THE QUALITATIVE STUDY 

4.0 An Overview of the Interviewees’ Comments 

As was noted in Chapter Three, Nvivo 10 was used to analyse the interview data collected 

in the qualitative phase of the study. All of the interviewees had a similar pattern to their 

stories that included comments relevant to the nodes shown in Figure 4.1. These were, 

for example, “innovation process, type of innovation”, “innovation outcomes”, “values”, 

“migration”, “gender”, and “generation”. Most of the interviewees linked innovation with 

administrative changes, product innovation and entering new markets. They also linked 

their values and short term perspective to their Minangkabau background.  

 

Figure 4.1: A Circle Graph of Selected Nodes Clustered by Coding Similarity 
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Twenty seven interviewees linked innovation and values concepts in their responses. 

Their profiles are shown in Table 4.1. Pseudonyms for the interviewees were used in this 

study to protect anonymity. In addition, as can be seen in Figure 4.2, innovation outcomes, 

innovation processes, short term investment and individualism clustered together. This 

suggests many interviewees’ innovation processes and outcomes were linked with their 

tendency to have a short-term business perspective and their hesitancy to create business 

partnerships. Further details about the nodes (coding schema for the interviews) can be 

seen in Appendix B.  The coding schema for the interviews came from the results that 

were grouped and analysed according to the steps outlined in Chapter Three. A detailed 

explanation of the findings summarised in Figure 4.1 and Figure 4.2 is provided in this 

chapter. 

 

Figure 4.2 Selected Nodes Clustered by Coding Similarity 
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This Chapter starts with an explanation of the process of being an SME owner and the 

result of innovation. This discussion is followed by key points relevant to the 

interviewees’ innovation activities and their link with Minangkabau values. Further, the 

interviewees’ opinions regarding their identity such as in terms of gender, generation, 

migration experiences, and as Muslims are also take into consideration.  

Table 4.1: Interviewees’ Personal Characteristics 

Name Gender Generation Education Location/  
Headquarter 

Industry Business 
Experience 

Sales in 
2012 (AUD) 

Syaf Male  “Baby 

Boomer” 

Senior High 

School 

West Sumatra Restaurant  28 years 3,500,000 

Asrul Male  “Baby 

Boomer” 

Undergraduate 

Program 

(politics) 

West Sumatra Internet 

Café  

25 years 45,000 

Rizal Male  “Gen X’ Undergraduate 

program (Law) 

West Sumatra Pharmacy 10 years 55,000 

Udin Male  “Gen X” Undergraduate 

Program 

(Marketing) 

West Sumatra Clothing 

Store, 

English 

Language 

Training  

7 years 200,000 

Candra Male “Gen Y” Undergraduate 

Program 

(Business) 

West Sumatra Sport Centre  4 years 325,000 

Bobi Male “Gen Y” Undergraduate 

Program 

(Business) 

West Sumatra Sea Food 

Restaurant 

4 years 150,000 

Rudi Male  “Gen Y” Undergraduate 

Program 

(Marketing) 

West Sumatra Coffee Shop 5 years 122,000 

Hendra Male  “Gen Y” Undergraduate 

Program (Law) 

West Sumatra Furniture 5 years 1,100,000 

Nila Female  “Baby 

Boomer” 

Senior High 

School 

West Sumatra Cake Shop  20 years 72,000 
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Name Gender Generation Education Location/  
Headquarter 

Industry Business 
Experience 

Sales in 
2012 (AUD) 

Ema Female  “Gen X” Undergraduate 

Program 

(Agriculture) 

West Sumatra Fish  based 

Products 

4 years 252,000 

Siti Female “Gen X” Undergraduate 

Program 

(Literature) 

West Sumatra Corn-based 

Food 

Products 

4 years 52,000 

Vina Female  “Gen Y” Undergraduate 

Program (Law) 

West Sumatra Online Baby 

Shop 

4 years 100,000 

Heni Female  “Gen Y” Undergraduate 

Program 

(Health 

Science) 

West Sumatra Clothing 

Store 

3 years 38,000 

Rina Female  “Gen Y” Undergraduate 

Program 

(Management 

and Design 

School) 

Jakarta  Fashion 

Designer 

3 years - 

Yanti Female  “Gen X” Undergraduate 

Program 

(Business) 

Jakarta  Restaurant 3 years 47,000 

Nirma Female “Baby 

Boomer” 

Undergraduate 

Program 

(Economics) 

Jakarta Denim Store 13 years 100,000 

Andri Male “Baby 

Boomer” 

Undergraduate 

Program 

(Business) 

Jakarta Marketing 

Consultant 

14 years - 

Yusuf Male “Baby 

Boomer” 

Doctoral Degree 

(Business) 

Jakarta Event 

Organizer 

15 years - 

Muchtar Male “Baby 

Boomer” 

Undergraduate 

Program 

(Engineering) 

Jakarta Training 

and 

Education  

30 Years  - 

Zulham Male  “Gen X” Undergraduate 

Program 

(Literature) 

Jakarta Media and 

Author 

16 years 82,000 

Wawan Male “Gen X” Undergraduate 

Program 

(Agriculture) 

Jakarta Service 

Provider 

 

10 years 150,000 
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Name Gender Generation Education Location/  
Headquarter 

Industry Business 
Experience 

Sales in 
2012 (AUD) 

Eri Male  “Gen X” Undergraduate 

Program 

(Literature) 

Jakarta  Herbal 

Product 

Distributor 

8 years 50,000 

Koto Male  “Gen X” Undergraduate 

Program 

(Business) 

Jakarta Clothing 

Store, 

Online 

Clothing 

Store 

10 years 155,000 

Irman Male  “Gen X” Undergraduate 

Program 

(Information 

Technology) 

Jakarta  Media 

Communica

tion 

8 years - 

Fahmi Male “Gen Y” Undergraduate 

Program 

(Business) 

Jakarta Clothing 

store 

7 years  100,000 

Beni Male “Baby 

Boomer” 

Undergraduate 

Program 

(Business) 

Bandung Publisher 8 years 500,000 

Hamdi Male  “Gen Y” Undergraduate 

Program 

(Information 

Technology) 

Bandung IT 

Consultant 

5 years 200,000 

 

4.1 The Process of Being an SME Owner 

As was mentioned in Chapter 1, a lack of innovation is often a barrier to achieving growth. 

It was expected that, from the beginning of their journeys as business owners, SME 

owners would need to keep their business on track, as they have limited resources, and 

that innovation would play a significant role in doing this (Hausman 2005). This section 

therefore focuses on the interviewees’ innovation practices and processes, including what 

motivated them to become business owners and how their residence (in ranah or rantau) 

influenced their perspectives and experiences.  
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Interviewees were divided into those who were outside West Sumatra (in rantau) and 

those who were in West Sumatra (in ranah). Interviewees expressed a belief that 

Minangkabau migrant SME owners face more difficulties than other SME owners and, 

because of that, obtained more rewards. As one interviewee (Fajri) in rantau put it: 

One of our challenges in Minangkabau nowadays is the fact that we lack quality 

human resources in West Sumatra… because you know, many people go to rantau. 

In rantau, Minangkabau men can see the real world, not like a frog underneath a 

coconut shell (smile). 

4.1.1 Migration and self-fulfilling prophecy 

Most of the male interviewees in rantau felt their becoming entrepreneurs or traders was 

a’ ‘self-fulfilling prophecy’. Some felt they had no choice but to become entrepreneurs 

because they had no other options (e.g. “nothing can be done at home because I have no 

assets” (Fahmi). Most male interviewees expressed a belief that they should stay in rantau 

rather than go back to ranah: 

 I migrated from West Sumatra because I want to get a degree from Bogor. Having 

graduated from the University, I went to Jakarta. I did not want to go back to my 

hometown soon (Fahmi) 

Most male interviewees understood they had no rights to ancestral property and believed 

they had to prove themselves in rantau and go back to ranah as successful migrants. As 

Hamdi commented, “we expect to be something from nothing”, further noting: 

When I was in junior high school, my parents let me know that I will not get 

ancestral properties. From that understanding, I subconsciously want to go. 

Having graduated from my bachelor degree in Bandung, I stayed there. I have 

known I have an opportunity to sell and publish books here. 
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Other interviewees, who had previously worked for other people, admitted they felt that 

sooner or later they would own their own businesses. Andri said: 

I worked for an advertising company for 5 years, but during that period I started 

to dream to have my own company. There was a conflict between me and my 

manager even though we can forget about that. I felt that I was not comfortable. 

After graduated from senior high school, I have known that I want to be the boss 

for myself. 

For most male interviewees, migration and becoming entrepreneurs were simple solutions 

to determining their future. While they have an option to return to West Sumatra, they are 

reluctant to return to do so. They also expressed a spiritual side to their struggle during 

migration from West Sumatra (merantau). For example, Muchtar said:  

Of course I can still go back to my hometown; I still have families and friends 

there. But, what is it for? I do not want to be a burden for my family. I prefer to 

give rather than to take. Here in rantau I can depend on myself, I can do what I 

want. Allah has said in the Quran that Verily Allah will not change the condition 

of a people until they change it themselves. So, this is what I am trying to do… 

change my condition. 

Because of the nature of voluntary migration, most interviewees felt they were ready for 

the worst in their current residence, as they felt that they had nothing to lose and did not 

expect to return to their hometown in the near future. Further, most male interviewees felt 

the only way for them to resolve their lack of assets in their hometown was to migrate 

(merantau). For example, Hamdi commented, “merantau is like a journey to find myself, 

my potential, and I have learnt a lot from my seniors about how to succeed in merantau”, 

while Fajri said: 

I voluntarily migrated from my village when I was 18 years old because I wanted 

to continue my study. I had been told earlier by my parents that as a man, I will 

not get ancestral properties… land and house. Soon as I finished my study in 
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Bandung, I decided to sell books because I think many students in Bandung need 

them. I then decided to become a publisher because I think I know better about 

my target market. 

Merantau is seen as a way for the interviewees to express themselves, as well as a way to 

prove they can survive and succeed without the benefit of ancestral properties. While all 

of the male interviewees felt life as a migrant was more difficult, they also believed it was 

more rewarding in business terms.   

4.1.2 Taking advantage of induak samang and learning from working 
experiences  

Interviewees confirmed there were two paths to owning their business which were 

dependent on their education and, more importantly, their skills and assets. Most 

interviewees had graduated from an undergraduate program (23 of the 27 interviewees, 

one had a doctoral degree and two had senior high school qualifications; both of whom 

were in ranah). The first path was to work for induak samang (literally ‘mother’, but, in 

its extended meaning, anyone who can protect you or those who can give you a job or 

provide money). It was the path followed by Minangkabau migrants who had little money 

and few skills. Induak samang are generally of Minangkabau origin and are often people 

who came from the same nagari (hometown). This was seen as the easiest and fastest way 

to get the money needed to start a business. In addition, interviewees made the point that 

future business owners learn many things from their induak samang and often maintain 

good relationships with them because they have no assets in rantau. As Yusuf noted, “it 

is better to make a sacrifice at that time, so we can be a better business man someday”. 

Koto commented that, from the beginning of merantau, he had decided to set up a clothing 

store. His friends and predecessor traditionally had stores in Tanah Abang, Jakarta, so he 

undertook an internship by working for an elderly business man from the same nagari. 
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Another path to owning a business was working for a large business. Most interviewees 

who took this path had graduated from university and had specific skills, such as in IT, 

design or fashion. Some interviewees mentioned they had migrated from West Sumatra 

to pursue higher education in Java which they believed has a better quality education 

system.  

Interviewees expressed a need to have confidence when starting a business and that they 

gained this from their experiences with induak samang or from the big businesses in 

which they had worked.  Eleven interviewees also conducted a so-called coki duo nokang, 

which is a metaphor in Minangkabau language used to describe a situation in which 

someone takes advantage of a double position. Thus, after having some experience 

working with an induak samang or a big business, some established their businesses while 

continuing as employees, providing a double income during this time. 

I have nine years’ experience in the banking sector. Nothing is new for me 

anymore. At that time, I established my own business. Two years after that I 

resigned from my job (Wawan) 

This choice was seen as logical, as the interviewees felt they had to be risk takers to 

survive in rantau.  

4.1.3 Opportunity based businesses 

As indicated previously, most male interviewees felt Minangkabau people were destined 

to become entrepreneurs, which made it an obvious option for them. One low skilled 

interviewee (Hendra) said: “sooner or later I want to be my own boss”, while a well-

educated and skilled interviewee (Rina) said: “having my own business means I can fully 

implement my ideas…this is a feeling I cannot have if I still work for other people”.  

Most interviewees commented on business opportunities. As mentioned previously, the 

interviewees could be classified into those with fewer skills and assets and those who 



116 
  

were more skilful and had more assets. Their position as opportunity seekers was also 

affected by the path they took to starting their businesses, although they still had one thing 

in common (i.e., they wanted to become self-employed). Those who had worked for an 

induak samang seemed to choose businesses that were typically owned by Minangkabau 

in rantau, such as Padang (Minangkabau) restaurants and clothing stores. Because there 

are many induak samang in those types of businesses, and they have worked in these 

businesses, interviewees planned to establish the same type of businesses in which they 

had been involved. 

The low skilled interviewees established businesses in their ‘comfort zone’, as they 

wanted to get a fixed income first.  They described their goals as generating quick cash 

flow and chose businesses such as restaurants and clothing stores that reflected a short-

term business perspective. The ultimate objective of the low skilled interviewees was to 

find a way to survive. For example, Eri, who had spent eight years in Jakarta, had three 

sources of income, as he sold products from different distributors and worked as a script 

writer for a television program. He described his position as palugada -an acronym for 

apa lu minta gua ada (I can provide you with anything you want).  Minangkabau are well-

known as panggaleh (merchants) and some interviewees suggested this distinguished 

them from other ethnic groups in Indonesia. 

Many interviewees suggested cities such as Jakarta and Bandung offered them more 

business opportunities. They mentioned purchasing power and centres of growth as key 

reasons why these cities provided such opportunities. A young business owner in 

Bandung (Hamdi) mentioned that Bandung was a place in which creative people gather, 

which is why it is an ideal place for creative industries; “Bandung is unique. It is a 

dynamic and lively city, but not as crowded as Jakarta.” 
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Those with good skills tended to choose businesses related to their area of expertise rather 

than becoming more typical Minangkabau merchants. However, they insisted they still 

had Minangkabau manggaleh (selling) skills.  These interviewees focused on their core 

competencies.  

From 1983 to 1990, I worked in the marketing department for a company. From 

1991 until now I have had my own marketing consultant business. Here I have 

many ideas to be implemented. I do not have to please others. Too many things 

can be done in my business, and yet, we still do not reach our potential (Andri) 

I graduated from Management school in Andalas University, I know my real 

passion is in fashion. That is why I decided to enter the school of art and design. 

It is good to have both studies combined. I focus on designing Muslimah clothes 

which I think is an open and interesting market. I want to become a professional 

designer, not just selling the clothes (Rina). 

Business opportunities also played a role for interviewees from ranah. Hendra, a male 

Generation Y interviewee from ranah mentioned he had no problems taking care of his 

furniture business in West Sumatra and had another store in Java.  

It is OK if I have to frequently come to Java to control my store. I know it is as a 

result of my decision to become a business man. I even have a plan to enter the 

property business. This is because I have got an opportunity to invest in land… 

and you know the property business is pretty good at the moment in Padang. 

Rudi, who opened a coffee shop in Padang in 2009, established the business because he 

loves coffee and felt there were no good coffee shops for the younger generation.  Syaf 

further explained the importance of pursuing business opportunities: 

My secret is I have no secret. Work hard…(laughs) and what else. I just think I 

am the one who is simply lucky. Not long after the earthquake, I found an 

opportunity to build a new restaurant in a significantly bigger space than I 

expected. This place is an ideal one for a restaurant. I took that opportunity. 

That’s it (laughs). 
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4.1.3.1 Short-term plans and incremental innovation  

Previous studies have shown that innovation may have different meaning to different 

people (Baregheh, Rowley & Sambrook 2009) and the problem of ambiguity is not asy 

to reduce although some efforts have been conducted such as face-to-face interviews and 

wordings of interviews and questionnaires (Massa & Testa 2008). Innovation (inovasi in 

the Indonesian language) was not a common word for most interviewees, but most of 

them understand the meaning of the words. Instead, they used terms like perubahan 

(changes), perbaikan (improvement) and adaptasi (adaptation). In order to ensure that all 

respondents had the same interpretation of innovation, the researcher also has had some 

conversation with respondents and all of them interpret innovation as perubahan and 

perbaikan. This is an encouraging result as it means that respondents have he same level 

of interpretation of innovation.  

 

Most of the interviewees felt their initial period in business was hard and was a period in 

which they experienced something new.Their struggle as migrants, their ability to survive 

through induak samang, their achievements in education and their fast adaptation to a 

new environment were identified as creating a “to be or not to be” attitude and had given 

them confidence to succeed as business owners. These experiences had also increased 

their ability to seek out and take advantage of business opportunities. Twenty two 

Interviewees belief in the spirit of manggaleh (that the Minangkabau are natural 

merchants) also contributed to their eagerness to discuss business opportunities. The way 

interviewees described their business experiences suggested some try to focus on their 

competencies, while others take every opportunity they notice and see where these 

opportunities lead them. Twenty interviewees suggested most Minangkabau 

entrepreneurs, including themselves, focus on manggaleh (selling), rather than investing 
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in their businesses for the long term. They felt Minangkabau entrepreneurs generally have 

a short term perspective.  

I have to say that we do not think about long term investment. I, for example, am 

used to coming home to my hometown in Batusangka…usually after Ramadan. It 

has been an annual routine. Maybe because of homesickness (Andri). 

Muchtar suggested the tradition of going home annually (to West Sumatra) is part 

something bigger (i.e., the matrilineal system): 

You know… people used to come home to show off, they wants to let people know 

their existence in rantau. They come home with a new car… even though it might 

be a rental car. They give some money to their family and donate to the mosque 

in their nagari. It is not cheap… right? 

In a matrilineal society men have a weaker asset position and are encouraged to prove 

they are men of which their extended families, including their wife’s family, can be proud 

(Purba 2005). Even though most interviewees were reluctant to say they were victims of 

the Minangkabau matrilineal system, Muchtar expressed his view clearly: 

Based on my experiences and observation, the weakness of Minangkabau 

entrepreneurs is that they are easily satisfied with what they have now. Their 

purpose is to let people...in their hometown, their friends…know that they have 

been successful in business. And they want it instantly as soon as possible. One 

business to another business...one thing to another thing. There is no focus on 

business. 

Most Minangkabau are interested in selling or at least having a restaurant 

business. We want money in our hand quickly. Maybe this is because we want to 

show off to people in our nagari soon (laughs).  

Twenty one interviewees mentioned key business innovation points, such as introducing 

new products, improving products, and satisfying customers’ needs, as well as building 
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good relationships with customers. Yusuf, who is an event organizer with a doctoral 

degree, stated: 

Of course, the most important thing is to satisfy our customers. Customers change, 

we also need to change. I began my business with the idea that there was no 

organiser for some potential great events in West Sumatra and even in Java.  

In order to prove their businesses were well-established, some interviewees mentioned 

they had shown other people they had succeeded. Some went home temporarily to make 

this point to their extended family and other people from their nagari:  

It is important for us to go back and show our achievement, so we can also help 

people in our nagari (Fajri). 

 

Other interviewees mentioned market expansion, seeing this as even more important in 

today’s highly competitive business in rantau: 

I introduced my new products to regions outside Java. You know… Indonesia is 

now more decentralised… we have to pick up the ball rather than wait in here 

(Andri). 

Business opportunities can be explored everywhere. Our market is still small, but 

I have a plan to expand our market segment next year. We need to enter the 

corporate market, not only education institutions as we have already been in that 

market (Hamdi). 

Another way they innovated within their established business was by establishing new 

businesses that were significantly different to their previous businesses: 

I have many businesses now. After having an event organizer business, I also now 

have restaurants and clothing stores. I do not need to be involved in day to day 

business in my new businesses. I have some family members to take care of the 

business (Yusuf). 
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Five interviewees expressed their anxiety that their successors might ruin their legacy. 

Muchtar said: 

I have learnt from other people’s mistakes… I will let professionals run my 

business in the future. If there are no professionals from my family, I will not 

hesitate to let outsiders run my company. For now I am thinking professionals 

from outside family are better 

Most migrant interviewees saw innovation as a necessity, inevitable and not necessarily 

a new thing or a new technology. Most ran service businesses that focused on sales, such 

as Minangkabau restaurants that are a typically Minangkabau type of business. Their 

businesses were about interacting with people, although some had created their own 

brands. Finding new markets was hard, as Nirma noted:  

I now have my own jeans brands. It is easy. I just need to let my supplier know 

what type of jeans I want. I focus on jeans right now because in this market we 

can compete with other players. I am going to deliver my products to several cities 

in Indonesia. Sometimes we can have a significant demand. We are struggling. 

While the garment industry is a typical Minangkabau business, interviewees recognised 

the decline of Minangkabau dominance in the industry. They mentioned that intense 

competition and open markets had caused difficulties. They previously had tacit 

knowledge about supply and demand in the garment industry that gave them an 

advantage, but this was no longer the case.   Koto said: 

Today I can say that many of us suffered from the lack of demand. Yup, some 

Minangkabau traders here still take some profits, but this is because they have 

more money to invest. There are too many traders now. Everyone knows some 

information that was previously known only by some traders. Now everyone can 

go to the most efficient supplier, everyone can create their own brand… it is all 

about money.  

The comments suggest interviewees had a short-term perspective when considering 

innovation. As can be seen in Table 4.1, innovation processes and practices in ranah 
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(West Sumatra) and in rantau (outside West Sumatra) were similar. Interviewees in ranah 

mentioned business opportunities, although some felt there were fewer opportunities in 

ranah.  The younger generation, in particular, emphasised that, nowadays, it was 

important to “find opportunities and make the most of it in ranah,” rather than to 

“compete with many players in rantau” (Bobi). 

Because most interviewees were in service businesses, they felt customer satisfaction was 

their main concern. Most implemented incremental innovation by improving current 

products and services. Many had introduced new products or services but said they were 

“not significantly new” (Nirma) or not new according to the market. For example, 

although Nirma had created her own denim brand, she admitted it was not new, as she 

labelled the denim clothes without significant changes, a practice common to most of her 

competitors.  

Despite most interviewees’ tendency to have a short-term approach to innovation, five 

interviewees had implemented a longer term approach to innovation. Three implemented 

profit sharing, with Syaf arguing this approach was commonly used by Minangkabau 

restaurant owners. He believed it was not easy to manage people and increase their 

motivation to work. Further, he felt profit sharing was  fair: 

Every three months we have a meeting to share our profits. They have a monthly 

salary, but also this shared profit. On average, every month they may have three 

to eight million rupiah. It is not bad to work for a restaurant, right? (smiles). 

Hendra also used a profit sharing approach because he thought this increased his 

employees’ loyalty and performance. Vina had a different reason for profit sharing. She 

had a passion for business, but had no money to start her own enterprise.  Consequently, 

she had asked her sister-in law to lend her money.  However, her her sister-in law 

suggested a business partnership (i.e., profit-loss sharing). Vina is an inventor and the 
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SME’s business manager, although both partners get a fifty percent share of any profits. 

According to Vina, this was a win-win solution and, more importantly from her 

perspective, was a way of doing business that was in line with Islamic law, in which no 

one is opressed by others.  

While these three interviewees had innovated in a more systematic way, especially in 

order to improve employees’ performance and enhance organisational effectiveness, two 

interviewees had implemented radical innovation. Koto implemented radical innovation 

in his clothing business in the following three ways:  

1. He successfully transformed his clothing store into an integrated online store that 

helped his customers and resellers engage with and buy his products. Tanah 

Abang is a very competitive market, as there are modern and traditional garment 

and fashion, markets that Koto noted “has been oversupplied,” which meant  new 

ways were needed to stand out and to reach wider markets. His decision to change 

his conventional business by maximizing the use of IT and resellers attracted new 

customers and changed the way customers bought his products.   

2. He offered different products that could serve new markets; such as daily female 

Muslim garments.  

3. He built an innovative business network. Having had negative experiences due to 

other people’s unethical behaviour, he realised the importance of ethical 

behaviour. Consequently, he and some friends established what they termed 

Tangan Di Atas (Hands-on-Above Community) in 2006.  Koto said that Islamic 

values also played a role in inspiring Tangan Di Atas. This organisation was 

established to help entrepreneurs or those who wanted to be entrepreneurs 

transform their businesses. Everyone in the community helped each other. It is 
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worth noting Tangan Di Atas’s view is that entrepreneurs can “give” rather than 

“take”, as it was reaffirmed by Koto comment that, in Islam the upper (i.e. giving) 

hand is better than the lower (i.e. taking) hand. He felt this was a universal 

message that was even more important in Indonesia, where there is a large gap 

between the rich and the poor. He stated that Tangan Di Atas members should 

proactively transform themselves and others.  

4.1.3.2 Migrant and non-migrant SME innovation  

While migrant Minangkabau SME owners are expected to be innovative and successful 

business owners, it seems both migrant and non-Migrant SME innovation have the same 

strategies. Previous sections have identified the tendency of migrant interviewees to 

support a notion that they have a short-term perspective in doing business. This section 

focuses on the differences between migrant and non-migrant interviewees’ innovation 

activities. It appears both migrant and non-migrant interviewees implemented similar 

strategies (Table 4.2); introducing new products, improving existing products, and 

expanding markets. The most noticeable difference between these groups of interviewees 

was that the migrant interviewees appeared to have more opportunities to introduce new 

products and expand their markets. It seems the youngest generation (Gen Y) enjoyed 

their new business experiences, while other migrant generations continued to seek 

business opportunities. This more aggressive approach to markets may indicate 

differences in response to competition.  
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Table 4.2 Migrant and Non-Migrant SME Innovation 

Migrant SME Owners’  innovation Ranah SME owners’ innovation 

Rina introduced a new style of design 

and trend in Muslim fashion, middle 

upper class positioning, market 

expansion to outside Java and even 

abroad (Malaysia). 

Syaf targeted middle-upper class 

segments, used “profit sharing’ with his 

employees to improve performance, 

implemented standardised restaurant 

services and products, opened a new 

branch outside West Sumatra. 

Yanti combined Minangkabau cuisine 

and Indonesian cuisine to reach a wider 

target market. 

Asrul focused on online games for 

young people. 

Nirma created her own brand, a better 

quality product than competitors, 

proactive selling to potential markets 

outside Java. 

 

 

 

 

 

 

 

 

 

Rizal targeted middle and low income 

customers. 
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Migrant SME Owners’  innovation Ranah SME owners’ innovation 

Andri introduced new software and 

systems, aggressive promotion, keeping 

the link with his Minangkabau network 

in rantau. 

Udin introduced a new batik design. 

 

Yusuf diversified business (new 

businesses), improved services, focusing 

on Meeting, Incentives, Conferences and 

Exhibitions. 

 

Candra implemented an integrated sport 

centre, targeting middle-upper income, 

establishing a sport lovers’ community. 

 

 

Muchtar focused on education business, 

especially training and development, 

hiring and rewarding professionals rather 

than family members 

Bobi introduced “five star seafood at a 

reasonable price for common people”, 

won “young entrepreneur award from 

Bank Mandiri” 

Zulham entered a new business 

(restaurant), launched new books on 

entrepreneurship practices, working with 

well-known publishers and authors. 

Rudi opened the first modern coffee 

shop in Padang, providing some of the 

best coffee in Indonesia, providing 

history and information about coffee, 

buying a coffee roaster soon.  

Wawan created a more efficient 

organization, establishing new services   

such as transportation services.  

Hendra used profit sharing with 

employees, which significantly 

increased their loyalty and performance, 

introduced new brands and new designs, 

planning a property business. 

Eri distributed more products in the same 

area to increase efficiency, creating a 

new product. 

Nila created a business group with other 

females in cake businesses, new 

packaging designs. 
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Migrant SME Owners’  innovation Ranah SME owners’ innovation  

Koto transformed his clothing stores into 

an online business store, created a new 

brand for daily fashion for Muslim 

females, implemented an aggressive 

marketing campaign through social 

media, used communities as part of the 

marketing campaign, worked with  

resellers, even if they only has limited 

budgets, so products could be distributed 

nationwide. 

Ema obtained assistance from a 

government department to enhance sales, 

improved product packaging, actively 

promoted products in exhibitions, 

planning to establish a “women’s 

cooperative”.  

 

 

 

Irman focused on a content provider 

business, introduced online media, produced 

content for a telecommunication company. 

Siti promoted a corn cracker as a new 

souvenir,  used  new packaging 

Fahmi proactive marketing and created his 

new brand. 

Vina set up the first online baby shop in 

Padang, established two “real stores”, 

reduced prices to attract consumers. 

Hamdi capturing a new target market 

(corporate) while maintaining his current 

market (university), diversified his business 

units by establishing a printing and stationary 

store. Kept good relationships with the 

young Bandung community to strengthen his 

business. 

Heni developed a direct selling business. 

Fajri focused on IT publication.  

 

Rina represents a young, new, and adaptive migrant interviewee. Her journey as a 

business owner and, more specifically, her strategies in dealing with new levels of 

competition offer insights into the factors that distinguish migrant and non-migrant SME 

innovation. Rina implemented some radical innovations. As a twenty eight year old 
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woman, she became one of the most promising Muslim female designers in Indonesia in 

less than five years. She started her business as a student with no experience in business, 

but had a father who managed a family business and supported her.  

I am very grateful for my family’s support, my parents, my sibling, last but not 

least my husband.  However, the most important reason why I entered this 

business is my willingness to be self-sufficient and be functional. This is a hard 

decision because this is a new world for me. However, I know I can know exactly 

this business if I fully experience it. My family also has given a lot of advice for 

improvements.  

She employed a differentiation strategy: 

What makes us different from others is that we have our own style. We prepared 

well every design we offered. We do not want to be like those who only follow the 

current trend. We want to show our own style with consistency. In essence, we 

consistently offer feminine style, modest, with soft earth colours mixed with 

comfortable fabrics. 

For now we already have 13 stores including 1 store in Malaysia. Our 

differentiation strategy has helped us to have a particular positioning. Another 

important thing we have had is we work as a team. This team support is a huge 

boost. In the past, my fashion label has been helped by only one assistant. Now 

we already have a clear management and job description. Now I can focus solely 

on the creative process in designing because this is exactly my strength and 

passion. Now, we have a team to handle sales, finance, and IT.    

 

Rina had sought to educate her customers, letting them know Muslim fashion could be 

elegant and fashionable. She promoted ways to wear a hijab (veil) which allowed female 

Muslims to be proud and comfortable with what they were wearing. She wrote a book 

about the hijab and, together with other designers, supported the hijaber community, 

which is a female Muslim community that cares about the latest trends in Muslim clothes. 

This community helped Rina have a position in a current market in which: 
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Players are many and they are growing up. Many of them are suddenly designers 

who create their own label. Some of them even are unashamed to imitate current 

designers’ works. On the other hand, people are now smart buyers. They have 

product knowledge.  This is our big challenge today.  

 

4.2 Innovation outcomes  

In order to see how interviewees experienced the outcomes of innovation, their expressed 

beliefs about what indicated successful innovation were examined. Most felt their 

innovations had increased revenue, which was seen as important to their competitiveness. 

However, they preferred to discuss their achievements in a more qualitative way. For 

example, Eri commented:  

I have been staying in Jakarta for more than eight years now.  This is an 

achievement. Some friends of mine have left Jakarta because they cannot survive. 

I also have helped some people from my nagari who wanted to continue their life 

in Jakarta. I gave them a job, or at least I help them by letting them stay at my 

home. 

As was true for many of the interviewees, Yusuf had many businesses, noting “I now have 

restaurants, clothing stores…beside my core business”. 

Syaf, Bobi, and Rudi wanted to run a café or restaurant because, although there are many 

competitors, “everybody needs to eat, and it has been a lifestyle to eat outside home in 

Padang, so why not?” (Bobi).  In addition, they wanted to prove to their families and 

friends that they could survive quickly in business, as Rudi commented: 

I have chosen a life as an entrepreneur, so I know its consequences. I do not want 

to be a burden to my family. My parents doubted me. I have to show them that I 

can do this…but I hope I can show them…soon. 
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The desire to demonstrate their success to their family and people from their nagari (i.e., 

their in-group) appeared to cause a lack of continuity in innovation for some interviewees, 

as some were not interested in significant changes, such as market expansion or new 

products. As Syaf commented: 

You asked me about our market expansion…I already have three big restaurants. 

Some people have asked me the same. Even some of them asked me to have a new 

restaurant abroad. No I am not interested. Different place…different culture. I am 

more than 50 now. It is time for me to enjoy life. It is the time for me to increase 

my worship to Allah, you know the most important think is shalat (prayer). It is 

also the time for me to give more responsibility to my son to run the business. 

The last comment may also signify the lack of continuity in Minangkabau 

entrepreneurship, as this interviewee emphasised that he did not want to repeat the past 

mistakes: 

You know…Restaurant Surya which was very famous in the past, but they do not 

exist. I do not want the same thing happening to my business. 

Most interviewees felt their innovations had been successful or that they expected they 

would be successful, as this had happened in the past. By linking their achievement and 

their expectations as men in a matrilineal society as well as members of a collective 

society, the male interviewees tended to take a short-term perspective, which caused a 

lack of continuity in their business innovation. 

Younger generation SME owners, such as Koto and Rina, who had implemented radical 

innovations, did not suggest profit was the purpose. Rather, it was seen as a consequence 

of their innovation. Koto said his profit had increased five times since he innovated. 

However, he felt it was more important to him that he now had many friends around 

Indonesia and even Indonesians abroad who had helped him and who he could help.   
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Rina and Vina mentioned that, while they now had more stores and customers, their 

personal satisfaction had also increased as a result of their innovations. Rina had thirteen 

retail stores selling her fashion label and she saw this as being related to her ability to 

create a team, enabling her to focus on being a creative designer. Vina felt her online baby 

shop had helped her establish two “real stores”.  Both expressed a view that innovation 

and its results were an ongoing process, rather than a separate activity. 

4.3 Minangkabau Business Networks  

While some interviewees saw the Minangkabau as a collectivist society, they felt many 

Minangkabau people were individualists in business, as “we are many, but we do not 

work together in business” (Zulham). Most interviewees felt this was unfortunate and that 

it would be important to create business networks and partnerships in the future, which 

they saw as a business innovation: 

We should have benefited from the fact that we are many. Imagine if we can work 

together…but we are Minangkabau. Too egoistic…We rather want to be a small 

king (Wawan). 

There was also a widely accepted view that it was not good to work with fellow 

Minangkabau in business, as it could create problems.  

It is fine to work together for temporary work, but for long-term - no. We are 

better separate…I have some not good experiences. It is difficult, for example, in 

terms of the payment of a debt. My friend did not pay me. This is business and it 

is not good (Wawan). 

Fajri compared Minangkabau and Chinese entrepreneurs, noting: 

In business Minangkabau people usually implement “awak samo awak”. This is 

not good for business. Some of us do not take business as business. They think we 

will tolerate them if they do not perform well or if they do not keep their promises. 

This is what makes us different from Chinese entrepreneurs. 
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This comment highlights two issues. Firstly, the awak samo awak (because we are 

brothers) principle appears to have reduced some interviewees’ willingness to work with 

other Minangkabau, even though they think such collaboration would increase business 

innovation. Further, although awak samo awak suggests a sense of togetherness based on 

collectivism, some interviewees said such closeness and togetherness should not apply in 

business. Secondly, some interviewee’s mention of Chinese entrepreneurs reaffirmed a 

long comparison between Chinese and Minangkabau entrepreneurs as both groups are 

regarded as sources of entrepreneurs in Indonesia: 

We have many things in common with Chinese. Based on my experiences, the 

Minangkabau are the same with them in terms of hard work and cleverness… but 

not in terms of partnership” (Muchtar). 

Most interviewees felt their innovation implementation had succeeded, as it helped them 

reach their goals. However, many took a short-term approach and some felt they could 

innovate better, especially if they took advantage of their social capital as part of a 

Minangkabau business network.  

However, two male interviewees expressed negative views of Minangkabau business 

networks. Koto (Tanah Abang, Jakarta), who had been deceived by fellow Minangkabau 

who were also traders in Tanah Abang commented: 

They tried any way to make sure I left my stores. They provoked the owner of the 

place that I cannot pay my rent. They wanted me to go from Tanah Abang, so that 

they can have my stores. They do not want more competitors. I know competition 

has become so intense, but is this the Minangkabau way? I have had some very 

stressful moments after I lost my store. However, thank Allah this was a blessing 

in disguise for me. After the depression, I thought why don’t I try to have an online 
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store. This is much cheaper and I have a strong computer background from my 

undergraduate days. I am a fast learner. 

After two years struggling in his new way of doing business, he found a way of doing 

business that was “more than selling clothes online”. He experienced a blessing in 

disguise, but commented:  

Most of them (Minangkabau) are individualistic; they are smart, but sometimes 

deceitful. We are missing some examples at the moment who can emulate our 

great people in the past. 

Zulham, the author of popular entrepreneurship books, felt Minangkabau entrepreneurs’ 

character and a lack of partnership and trust are related to a decline in Minangkabau 

entrepreneurship: 

I have been working with some Minangkabau entrepreneurs. Do you think it is an 

advantage to be working for Minangkabau as a Minangkabau? No. They distrust 

me even more because they think I will do the same like they do. They are shifty. 

They were afraid that I will betray them. They do not run an organisation, they 

rather run their personal interest. I never get my deserved reward as they 

promised me before. Because of idealism in business media I tried to survive, but 

it was not enough. 

Zulham elaborated on his opinion of today’s Minangkabau’s business networks, which 

he argued are disoriented: 

We need someone like Yusuf Mansyur who is trusted by people, who can 

encourage people to do business with a commitment to empower others...with a 

noble purpose...to eradicate poverty and to unite Muslim potential power. We also 

need someone like Mas Mono. He always wanted to share his experiences with 

others. He is a mentor as well as an inspiration, especially for those who want to 

enter businesses.  
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The two people referred to by Zulham were not Minangkabau, but were highly regarded 

by Zulham as role models and as missing links in Minangkabau entrepreneurship.8   Based 

on his experiences in media, Zulham also noted: 

Now Minangkabau people have no synergy. And I think one of the roots of the 

problem is that nowadays there is a lack of character. We lack people who can 

write. If you can write, this means you read a lot. Our predecessors are great 

writers. At least, Minagkabau people in the past dominated Indonesian press, so 

although we were a minority we had become a role model to other ethnic groups. 

Another negative comment about Minangkabau business networks was made by Hamdi 

(male, Gen Y). He expressed a belief that Minangkabau business people have a tendency 

to be miserly in terms of sharing knowledge and resources. This was also reflected in their 

tendency not to allow outsiders to enter their business life: 

I was lucky enough to find some good people who inspired me to enter business 

life. However, in general, I can say based on my experiences many Minangkabau 

business owners are miserly. They do not want to share or to be shared. 

Hamdi also commented on the importance of sharing with and caring for others: 

I have been taught by my parents to share with others. This is what I will do. I 

now have been starting to share my experiences and ideas with some junior 

students. They enthusiastically want to know more about business. I also have 

some friends who have a similar vision to me. We have a commitment to make 

changes especially in our hometown in West Sumatra. For now, I have just 

                                                           
8 Yusuf Mansyur is a popular young Muslim preacher in Indonesia. He promotes shadaqa (charity) and 
Muslim business partnership as a way to transform Muslim economic life in Indonesia, especially for those 
who live in poverty. In his book (Mansur, 2012), he emphasised the blessing of God was needed for 
someone to become a succesful entrepreneur. He also emphasised the teaching of the Quran that said 
shadaqa is the key to God’s blessing and it can be obtained by everyone, including poor people.  Mas Mono 
(Brother Mono), is the owner of the Ayam Bakar Mas Mono Restaurant (Grilled Chicken Restaurant) chain. 
Thanks to his franchise system, these restaurants have expanded into wider markets, with forty three 
restaurants so far, including one in Malaysia. His popularity is partly due to him being an entrepreneur who 
started with nothing (a hero from zero). On an official Ayam Bakar website (Ayam Bakar Mas Mono 2012), 
Mas Mono is seen as living proof of a well-known Javanese philosophy (urip kaya cakra manggilingan, 
which means life is like a wheel rotating; sometimes life looks up and sometimes life down but whatever 
happens it keeps spinning around).    
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organized some donations. We want to provide scholarships to those in need in 

our hometown. 

Hamdi strongly linked himself with his Minangkabau identity, even though he 

experienced difficulties when engaging with some senior Minangkabau business owners. 

He had also widened his business network to outsiders to take advantage of the creative 

people in Bandung. He commented that he had a personal mission to let people know not 

all Minangkabau people are miserly.  

4.4 The Role of Minangkabau Values in Doing Business 

When interviewees were asked about their understanding of the role Minangkabau values 

played in their lives, some (Fajri, Wawan, Muchtar) used petatih-petitih (Minangkabau 

wisdom or aphorisms) to explain this relationship. In terms of merantau and its 

background they mentioned: 

Karatau madangdiulu 

Babuah babungo balun 

Karantau bujang daulu  

Di rumah baguno balun 

These describe the importance of Minangkabau men leaving their hometown (nagari) 

because they would not be useful if they stayed. This may explain why two interviewees 

in rantau (Wawan and Eri) said they did not want to visit their hometown frequently 

because they felt they were not yet well-established in rantau.  

Another saying raised was lamak dek awak katuju dek urang (it should be good for us, it 

should be good for others).  Some said Minangkabau values are based on alam takambang 



136 
  

jadi guru (nature is the best teacher) and, in order to follow such an idea, Minangkabau 

people should understand the importance of kato nan ampek (the four types of language).  

Every Minangkabau should know kato nan ampek. If not, they are not 

Minangkabau…they become buffalo (kabau) (Andri). 

Kato nan ampek is a Minangkabau philosophy that demands every Minangkabau put her 

or himself in the right position. There are kato mandaki (ascending words used to address 

older people), kato manurun (descending words used when facing younger people), kato 

mandata (levelling words used when talking to the same age-group) and kato malereng 

(indirect words used when talking to respectful people). This ability is regarded as 

inherent in the Minangkabau way of interacting with other people. More specifically, for 

the migrant interviewees, this helped their cultural adaptation in rantau.  

We, Minangkabau people, have been regarded as a good people, a leader, 

adaptable…we can adapt to almost every situation. We do not want to become 

antagonists in the community where we live. That is why there is Kampong Jawa, 

there is Kampong China, but no Kampong Minangkabau. This is our key point to 

succeed in rantau (Andri). 

While they expressed a belief that Minangkabau people were capable of being 

entrepreneurs because they were smart and adaptive in rantau, four interviewees (Andri, 

Muchtar, Wawan, and Nirma) mentioned a “classic Minangkabau philosophy”, namely 

takuruang nak di lua, taimpik nak di ateh (caged in on the outside). This is a paradoxical 

philosophy in which Minangkabau people should be smarter and opportunistic with a 

positive self-image, even if they are in a difficult situation. This was supported by ten 

interviewees: 

It depends on us to interpret taimpik nak di ateh. Some may say that it shows how 

pragmatic we are. In a negative way, people outside Minangkabau and even 

Minangkabau may perceive Minangkau as egoistic and untruthful, but it is a 
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double-edged sword you know. We can take a positive side of this philosophy. We 

are intelligent, work harder, and work smarter. This is what can differentiate us 

from others (Muchtar). 

Other interviewees felt this stereotype was untrue, as Minangkabau business people could 

be truthful. However, a Gen Y interviewee, Hamdi reflected the expressed beliefs of other 

Gen Y interviewees in that they were not concerned about this stereotype:  

I know people talk about some negative characteristics of Minangkabau, 

but it is no problem. I just need to show them I am not like that. This is 

about stereotype, this is about rumour, and sadly, some people easily 

believe in rumour and stereotype. I found some senior Minangkabau 

business men were not open minded or were reluctant to talk about 

business, but this is not the case for some others. 

Most non-Gen Y interviewees felt Minangkabau values influenced the way they ran their 

businesses. Most saw Minangkabau values as idealistic and a combination of adat 

(culture) and Islam. Andri described Minangkabau values as emphasising “freedom, 

egalitarianism, and togetherness”.  Some interviewees also suggested there was a misfit 

in the implementation of Minangkabau values in rantau. In ranah, and even in rantau, 

Minangkabau people value collectivism, although not in terms of working together in 

business, which can slow business innovation. Two interviewees (Fajri and Andri) used 

well-known expressions in Minangkabau (saciok bak ayam, sadantiang bak basi, saiyo 

sakato), which describe Minangkabau society’s collective nature. This expression 

demands Minangkabau people be “united” in harmony.   One interviewee said 

Minangkabau emphasised the importance of hard work and submission to God: 

Working hard and working smart are the most important things. We need to be 

confident as our fate is in our hands. Let Allah decide for us. You know in the 

Quran Allah has said he will not change our fate if we do not change it by 

ourselves (Muchtar). 
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Another interviewee commented: 

I think…there is a tendency in our society to give more respect to rich people as 

a symbol of a successful man.  We come from a big family. We have so many 

responsibilities, so to be rich is a huge advantage. But, Islam comes with a 

demand such as you can be rich, but not greedy; you have to give some of your 

money to the poor people (Andri). 

This comment suggests the importance of others in life. The interviewee cared about his 

family and what other people thought of him. This is in line with previous comments 

about short-term innovation, in which interviewees regarded others, especially their in-

group, as groups to please. In addition, he saw Islam as a protector or guide in his life, 

especially in his business life, as Islamic values “inhibit me from wrongdoings” (Fajri).  

Andri felt such values “give me a command that business is not only for business. I have 

to think about others. I have to share my wealth with others”. These expressed beliefs 

were supported by other interviewees:  

Yup, Islam can inhibit our business growth. We cannot enter businesses that are 

haram (forbidden) in Islam, right? No gambling, no alcohol…We cannot bribe 

people in order to get a project for a company. This is also what makes us different 

from Chinese entrepreneurs (Hamdi). 

I noticed that, in particular moments, Minangkabau business men will come back 

to Islam. Even if they are bad, they will go back…they will not cross the line 

(Andri). 

Islam influences the way I am conducting my business. However, I have to be 

ready for the fact that my values and business can be contradictory. Bribery, for 

example, we cannot bribe people, so I can get the job, right? (Hamdi). 

Unlike interviewees from other generations, Gen Yers did not use Minangkabau 

aphorisms or sayings to express their views about the role Minangkabau values played in 
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their lives as entrepreneurs. Rather, they used universal expressions and had a tendency 

to mention Islamic values. Hendra explained how Islamic values motivated him to 

become an entrepreneur: 

I believe everyone has their own fortune. But, I believe in hadith that said fortunes are 

given more to entrepreneurs rather than other jobs”.  

4.5 Generation and Gender Differences 

Previous sections of this Chapter did not differentiate between interviewees based on their 

generation or gender. Indeed, it was suggested there were no significant differences in 

terms of how innovation processes were implemented by female and male interviewees. 

Both male and female entrepreneurs focused on expanding their target markets and on 

introducing products or services that were new for them, although not necessarily new to 

their industry. Advanced technology was not often adopted due to the nature of their 

products and services and their short-term orientation.  Nevertheless, there were some 

differences.  While it was harder to find female interviewees, especially in rantau, it was 

easier to find younger generation interviewees, especially in West Sumatra. Some female 

SME owners, especially baby boomers, were reluctant to be interviewed because they did 

not want to be known as the single owner of their business. One female interviewee 

explained this issue in detail:  

There are many Minangkabau female business owners in Tanah Abang, but they 

may say it is their husband’s store in order to keep their husband’s image. Some 

husbands I know also said that they are the owner of their stores, but I know 

exactly that it is actually their wives who own and control the stores (Nirma). 

She emphasised an important Minangkabau female business owner characteristic: 

I am a single mom. I previously also have experiences in the banking sector. 

However, I am happier as a business woman now.  We are the fighter of our own 
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destiny. This is my life now. I know some of the Minangkabau female traders also 

have the same characteristics. We are karengkang (courageous) (laughs). 

 

She also commented on the gender issue: 

I think today it really does not matter if you are male or female in business...as 

long as you can run the business. I am a single parent, but I can still manage my 

business…maybe better than my brother or other men I know. Some women even 

intentionally let their husbands tell people that he is the one who owns and runs 

the business even though it is not true. 

While there were no major variations in how innovation were implemented, it seemed 

female interviewees who were married (all female interviewees except one), were 

dependent on their husbands in decisive moments in their business.  Vina, an online baby 

shop owner, did not think gender was an issue in business because she was a risk taker, 

even more so than her husband. However, she admitted she could not go against her 

husband’s will: 

To be honest, I am in a dilemma at the moment. I really want to have a new store. 

I have been thinking about this decision and it is good. Our previous store is 

located in a different area of West Sumatra. Our new store will capture a new 

market, new middle class families in between Padang and Pariaman. However, 

my husband is worried about this plan. He does not want to take some risks since 

we face more competitors in this market. I pray to Allah that we can have the best 

decision soon. I run the business, but I still need my husband’s permission. We 

will discuss it in a proper way. He can be a good advisor, but he is rather a risk 

avoider. 

Rina and Heni (Gen Y females) expressed gratitude that their families were their strong 

supporters. They told their parents they wanted to own businesses and had a clear plan to 

become successful business owners. Heni, who is still a student, assured her parents she 
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could run her business as she was able to sell her products (clothes) without sacrificing 

her studies: 

I think it is important to start the business earlier rather than to wait until I 

graduated from my Bachelor’s degree. At least, it can increase my confidence and 

people’s confidence in me. 

Rina was helped by her father, who is also a business owner and a mentor for future 

entrepreneurs in a university. She told her father about her plans and he supported her. 

She wants to be a trendsetter in female Muslim fashion not only in Padang but across in 

Indonesia and did not see gender as an issue. 

Female interviewees did not comment on Minangkabau values. Most did not use 

Minangkabau aphorisms or sayings to support their opinions, although Nirma, did 

comment on the Minangkabau matrilineal system:  

I do not think it is relevant to differentiate men and women based on our 

matrilineal system. I also do not care about our family’s ancestral property. Let 

my family in my home town take care of that. I do not mind about that. I have 

chosen to become an entrepreneur. This is what I want. I enjoy it. 

Vina expressed a belief that the roles women had in Minangkabau society have changed: 

I know Minangkabau culture presumed women as induak bareh or limpapeh 

rumah gadang, as a keeper of household asset. My parents are still thinking the 

same. But situation has changed now. Nowadays this has lesser meaning. For 

example, Kak Cici has been living abroad and she definitely has changed. I need 

to think about our future. 

Vina mentioned induak bareh, which literally means mother of rice, and limpapeh rumah 

gadang (the keeper of the big house) as symbols of a matrilineal system in which women 

traditionally manage ancestral property. In this system women were not expected to work 

outside of their homes. If they had a job, they did it for pleasure and were not responsible 
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for the household’s income. However, Vina suggested Minangkabau women need to 

express themselves outside the home and contribute to their family’s income.  

4.5.1 The emergence of a new type of entrepreneur 

The Gen Y interviewees expressed different beliefs about entrepreneurship and 

innovation. They had better skills and education than the other generations and 

established businesses that reflected their core competencies: 

I still learn many things from our seniors. What I can say is our generation is 

weaker in terms of fighting spirit. This is perhaps because today we have less 

challenges, but we also have higher education, and are more skilful which 

ironically makes some of my friends unmotivated to become entrepreneurs 

(Hamdi). 

Candra is from a rich family in ranah and his father wanted him to continue their family 

business (a private hospital in Padang). His father and most of his family encouraged him 

to be a doctor, but he rejected that career and pursued a degree in business in the USA. 

When I came home, I was a bit confused about what I should do next. But, not 

long after that, I thought why not have my own business? I borrowed some money 

from my father. I saw that people in Padang needed a representative sport centre. 

I started from a gym. I also held a futsal (indoor soccer) competition that was a 

success. The middle class and young people also need to socialise. These are some 

of the reasons why I chose my business.  

Gen Y interviewees, wherever they lived, tended to share with the people around them, 

including setting up business partnerships. Gen Y interviewees appeared to be more open 

to working with Minangkabau or people from other ethnic groups. For example, Rudi 

expressed his enthusiasm about working with others to expand his coffee business: 

I am currently working together with a friend of mine who is interested in my 

ideas. He has more money, so he is like an investor in his business. In the future, 
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I will not mind if I have to share with others about the coffee business. We can 

also expand our market if I get more funds. This is a huge business. We cannot be 

like Starbucks if we do this alone.  

Bobi, a Gen Y interviewee who owns a sea food restaurant, is a talented chef who learnt 

much from many sea food chefs in West Sumatra and other provinces in Indonesia. He 

won a prestigious award from Bank Mandiri9 in 2010. However, he has experienced 

financial problems because of high levels of bank debt and explained he needed new 

investors, but that they had to meet certain requirements:  

A sea food restaurant is an expensive restaurant. I need to find a way to attract 

the middle classes and young customers because they are the best target markets 

in Padang that suit my situation. My dream is to have a bigger and better 

restaurant such as D’Cost. You know D’Cost has been able to reduce its costs 

because they have become more efficient. And, after all, this is because they are 

bigger and expansive.   

The problem is now I am facing a lack of cash flow, so this has become an urgent 

matter for me.  We need investors. We need more money. I have been contacted 

by some people who are interested in becoming investors, but we cannot find an 

agreement. They want to have bigger roles in my business. They also want more 

profits. Anyhow, I am still the owner; I am the one who established this business 

from nothing. They have to appreciate that. 

Gen Y interviewees generally felt they had strong relationships with their parents, 

although not with their extended families. They needed their parents’ support to become 

entrepreneurs. This was unlike the baby boomer and Gen X interviewees, who were 

strongly connected with their extended families and other people from their nagari. This 

generational difference suggested the Minangkabau matrilineal system had less impact 

on the Gen Yers. Their motivations as entrepreneurs primarily came from their own 

commitment and their wish to express their skills and talents. This did not mean they did 

                                                           
9 the biggest bank in Indonesia that has an annual award for young entrepreneurs in Indonesia 
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not care about their extended families or other people in their hometown. Some indicated 

a commitment to become social entrepreneurs, which was inspired by their personal 

values; especially their Islamic values.  Interviewee’s views on innovation and 

Minangkabau values are summarised in Table 4.3. 

Table 4.3: A Summary of Interviewees’ views on Innovation and Minangkabau 

Values 

Generation 
and Gender 

Reasons to Innovate Radical or 
Incremental 
innovation 

Results of 
Innovation              

The role of 
Minangkabau 

values 
Female  Baby 

Boomer 

To be able to deal with 

competition, to survive, to 

have a better income. 

Incremental 

Innovation 

Greater profitability, New 

store, government award. 

Islam as a way of life. 

Female Gen X To be able to deal with 

competition, to have a 

business survive. 

Incremental 

Innovation  

A higher profitability, 

New brands, new 

business. 

Saiyo sakato and 

collectivism, adat 

absandi syara’; syara’ 

basandi kitabullah 

(Minangkabau value 

as a source of pride 

and identity) 

Female Gen Y To be able to deal with 

competition, to have a 

business survive, to 

express their talents and 

creativity process. 

Incremental 

Innovation, radical 

innovation                    

(1 interviewee) 

Greater profitability 

Effective administration, 

effective task delegation, 

new markets, new 

design/products, online 

business division 

Islam as a guide, 

Islam as a way of life. 

Male Baby 

Boomer 

To be able to deal with 

competition, to  have a 

business survive, to have 

a better income, self-

actualization 

Incremental 

Innovation  

Greater profitability, New 

markets 

Islam as a way of life, 

Islam as an identity, 

Islam as a protector 

 

Male Gen X To be able to deal with 

competition, to  have a 

business survive, self-

actualization 

Incremental 

Innovation, radical 

innovation (1 

interviewee) 

Greater profitability New 

business, new branch 

Islam as a way of life, 

Minangkabau wisdom 

as an identity, Islam 

as a protector 

Male Gen Y To be able to deal with 

competition, to  have a 

business survival, self-

actualization 

Incremental 

Innovation 

Greater profitability 

Downsizing, strong brand 

image, business 

reputation 

Islam as a way of life, 

Islam as an identity, 

Islam as a protector 



145 
  

4.6 Understanding the findings  

A deeper understanding of Minangkabau SME owner innovation was obtained by 

examining responses to questions about innovation processes and the roles played by 

Minangkabau values. The five outcomes discussed in subsequent sections were identified 

in this way.  

4.6.1 Incremental innovation as a means of survival 

Most male interviewees in rantau felt the only way for them to resolve their lack of 

hometown assets was to migrate (merantau). Fajri mentioned that “merantau is like a 

journey to find myself, my potential and I have learnt a lot from my seniors in how to 

succeed in merantau”.   Fajri expressed his understanding of merantau as a consequence 

of a matrilineal system:  

I voluntarily migrated from my village when I was 18 because I want to continue 

my study. I had been told earlier by my parents that, as a man, I will not get 

ancestral properties… land and house. As soon I finished my study in Bandung, I 

decided to sell books because many students in Bandung need them. I then decided 

to become publisher because I thought I know more about my target market. 

Most male interviewees also thought becoming an entrepreneur was a destiny for many 

Minangkabau people, which made it an obvious option for them: 

I worked for an advertising company for 5 years, but during that period I started 

to dream of having my own company. There was a conflict between me and my 

manager even though we can forget about that. I felt that I was not comfortable. 

After graduating from senior high school, I knew that I wanted to be my own boss 

(Andri, male, baby boomer). 
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For female interviewees, entering the business world meant they entered a new life that 

allowed them to express their skills. The business world offered them flexibility because 

“it is not easy to become a wife and a mother with full- time job, and by doing business 

at home, it makes me feel good, a win-win solution” (Vina).  

For most male interviewees, migration and their options as entrepreneurs were simple 

solutions for determining their fate. They could stay where they were or go back to West 

Sumatra. They were, however, reluctant to return to West Sumatra. They also saw a 

spiritual side to their struggles during merantau. Muchtar expressed this best: 

Of course I can still go back to my hometown; I still have family and friends there. 

But, what is it for? I do not want to be a burden for my family. I prefer to give 

rather than to take. Here in rantau, I can depend on myself, I can do what I want. 

Allah has said in Quran that Verily Allah will not change the condition of a people 

until they change it themselves. So, this is what I am trying to do… change my 

condition. 

There were some situations that led most interviewees to implement incremental 

innovations and to use them to survive. It seems those in rantau had a bigger challenge, 

as they faced intense competition.  However, interviewees in ranah also faced similar 

challenges. Most interviewees felt they had introduced new products or services and had 

expanded their markets over the years but that it was getting harder to deal with 

competitors and to meet customer expectations. Consequently, they tended to choose 

incremental innovations that did not require significant investment.  

4.6.2 Innovation as part of a short-term approach 

Most interviewees saw their innovations as having a short-term impact and as a way to 

survive in highly competitive markets. Most did not have long-term plans; rather 

operating with a “let it flow” attitude. Some Gen Xers and Baby Boomers even suggested 
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Minangkabau business owners, including themselves, were often satisfied with what they 

had.   There was a tendency to boast to other people, especially those in their in-groups 

(e.g. family and people from their hometown), about their success as entrepreneurs. All 

of the interviewees agreed innovation was inevitable. However, they admitted they often 

did not innovate by design. Rather, they saw innovation as essential for survival. As Andri 

explained:  

I came here 15 years ago, and I need to do something to survive now. Beforehand, 

I was simply satisfied with my business performance. Now, customers have more 

choices.  I have to offer them new packages of services with reasonable prices 

compared to our competitors. Our business is to sell ideas, and this is very…very 

competitive. 

All interviewees had succeeded in transforming their enterprises and ensuring 

profitability. However, some readily admitted their businesses were stagnant and 

acknowledged this may be due complacency after several years managing their 

businesses. Muchtar commented: 

After several years, we find it getting harder and harder. May be it is too late…I 

do not know, but I think I should do more in the past.  I should expand our market 

to not only in Jakarta, but also to outside Java. I am also busy with my other 

businesses, maybe, maybe… I just need to focus on this business. 

Most interviewees mentioned they had more than one business and some felt they were 

not able to divide their time effectively between all their businesses. Interestingly, some 

said the number of businesses they had, as well as their business success, enhanced their 

image among Minangkabau people. Status was very important to them and they were 

pleased they were respected by others because of their success.  As Wawan, a Gen X 

service provider explained: 
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I visit my hometown in West Sumatra at least once a year, in Ramadan. I do not 

know… this is like… I enjoy people’s attention. I do not want to stay there for a 

long time, but I enjoy it when people recognize my achievement. They have got 

some news about me already. They only know the good story, but it is fine.  I am 

happy to see that all of my family in my hometown are proud of me. I am just 

afraid that I will not have this feeling if I fail. 

 

4.6.3 Unresolved conflict as individualists and collectivists 

All interviewees were busy with their businesses. However, all had joined Minangkabau 

organizations in rantau, suggesting they sought continued connections with their culture. 

Despite this, many interviews stated that they found it difficult to work with other 

Minangkabau in business and there was a lack of trust among Minangkabau entrepreneurs 

especially in rantau. For example, Muchtar said:  

If we compare Minangkabau entrepreneurs and Chinese entrepreneurs…They are 

quite similar in terms of capability as traders. However, Minangkabau business 

men including me… are having difficulty in working together for business. We can 

laugh together or we can talk about our hometown, but we rarely discuss business. 

His comments also reflected some other interviewees’ views of Chinese entrepreneurs. In 

Indonesia, the Chinese are notable for their entrepreneurial activities. While some 

interviewees felt Minangkabau entrepreneurs had a similar culture to their Chinese 

counterparts, there was one big difference, as Minangkabau entrepreneurs were reluctant 

to work together. This was surprising, as Minangkabau society is a collectivist society 

and Minangkabau entrepreneurs are likely to have similar values and to experience the 

same sorts of difficulties in establishing businesses in rantau.  

Twenty interviewees, especially those who had run businesses for more than seven years 

(thirteen interviewees), expressed a lack of trust in their fellow Minangkabau. “Maybe it 



149 
  

is better like this”, said Wawan who continued, “I have some bad experiences. I have 

been betrayed by my friends, they do not pay their debts, the stories are typical, and many 

friends also experienced something like this”. This story suggests that, because they come 

from a collectivist society with a similar situation in rantau, many Minangkabau 

entrepreneurs do not see maintaining the trust of their business colleagues as important. 

On the other hand, the lack of trust may have been spread as a rumour within the 

Minangkabau entrepreneur community, with a consequence that they chose not to risk 

working with ethnic colleagues.  

4.6.4 Young, passionate, and independent entrepreneurs 

There appeared to be differences in how the Gen Y interviewees interpreted innovation 

and Minangkabau values. While they still implemented incremental innovation as a way 

to survive, they were more open to possible significant innovation. For example, they 

were more open to working with people outside their ethnic group, including building 

business partnerships with them. Rudi was looking forward to working with others to 

expand his coffee business: 

I am currently working together with a friend of mine who is interested in my 

ideas. He has more money, so he is like an investor in his business. In the future, 

I will not mind if I have to share with others about the coffee business. We can 

also expand our market if I get more funds. This is a huge business. We cannot be 

like Starbucks if we do this alone.  

The matrilineal system appeared to have less impact on Gen Y SME owners, who 

primarily considered the views of their parents and spouses and sought their support. They 

tended to have prepared themselves for business, rather than taking a more relaxed 

approach. Rina said: 
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I am very grateful for my family’s support, my parents, my sibling, last but not 

least my husband.  However, the most important reason why I entered this 

business is my willingness to be self-sufficient and be functional. 

Another important point to consider is that there have been significant changes in 

traditional Minangkabau values. Vina said: 

I know Minangkabau culture presumed women as induak bareh or limpapeh 

rumah gadang, as keepers of household assets. My parents are still thinking the 

same way. But the situation has changed now. Nowadays this has less meaning. 

This commented suggests the role of women in Minangkabau society has changed. 

Women now need a job to provide income for the family. In other words, today’s women 

are more independent but have more responsibility.  

4.6.5 Minangkabau values as an identity, pride and protector 

Most interviewees felt entrepreneurship was a ’noble path’, as it followed in the footsteps 

of the Prophet Muhammad, who was an entrepreneur.  In addition, as mentioned 

previously, some interviewees mentioned one verse in the Quran that says Allah will not 

change people’s condition until they change it themselves. However, unsurprisingly, in 

highly competitive markets, they felt they often faced a situation in which they had to 

choose between profitability and idealism: 

Islam influences the way I am conducting my business. I am a practicing Muslim. 

However, I have to be ready to face the fact that my values and business can be 

contradictory. Bribery, for example, it is very hard to win government projects 

without that, right? I have to compete with those who will pay for getting the job 

for their company. How can I win? (Fajri) 

Andri described the significance and impact Islam and Minangkabau values had on 

Minangkabau entrepreneurs, including himself: 
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With Islam I feel calmer. Therefore, I believe sooner or later most Minangkabau 

people will be like that. If they are committing sins, I believe they will not do them 

in the long run. They will feel uneasy. They will be alienated in the society. 

Most Minangkabau, especially Baby Boomers and Gen X, were educated in surau, where 

they learned about Islam by reciting, memorising and knowing the Quran. This 

educational experience may partly explain why Minangkabau entrepreneurs identify 

themselves so strongly as Muslims who understand Islam, even though they may not fully 

implement Islamic values. For example, as Fajri said, “the temptation, especially in the 

start-up period, to take an easy but haram (forbidden) option is sometimes too great”.  

4.7 A Summary of these Understandings and Some Key Points  

The five understandings discussed in the previous sections are shown in Table 4.4 and 

were used to evaluate interviewees’ views about innovation and the impact generation, 

gender and migration had on these views. 

Table 4.4: Understanding the Findings 

Understandings Gender Generation Migration 

Incremental innovation 

as a way to survive 

 

Female: introducing new 

products and services, to 

expand the market  

 

Male: introducing new 

products and services, to 

expand the market. 

Baby Boomer:  introducing new products and 

services, to expand the market. 

Gen X: introducing new products and services, 

to expand the market. 

Gen Y: introducing new products and services, 

to expand the market. 

Ranah: 

introducing new 

products and 

services, to 

expand the 

market. 

 

Rantau: 

introducing new 

products and 

services, to 

expand the 

market. 

 

Innovation as a short 

term plan perspective 

 

Female: business as a 

hobby, business as a way 

to increase a household 

income, a superior 

husband. 

Baby Boomer: business position as a way to 

show off especially to his extended family and 

people from hometown, reluctant to work 

together with others especially with 

Minangkabau. 

Ranah:   a 

demand for an 

instant success 

to prove others 

especially 

family 
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Male: business position as 

a way to show off 

especially to his extended 

family and people from 

hometown, reluctant to 

work together with others 

especially with 

Minangkabau.  

 

 

Gen X: Baby Boomer: business position as a 

way to show off especially to his extended 

family and people from hometown, reluctant to 

work together with others especially with 

Minangkabau. 

 

Gen Y: a strong will for business partnership. 

 

Rantau: a 

demand to come 

home as a 

successful 

migrant. 

Understandings Gender Generation Migration 

Unresolved conflict as 

Individualists and 

Collectivists 

 

Female: the important role 

of family 

 

Male: still connected with 

Minangkabau, but not in 

business, individual 

business or family 

business. 

Baby Boomer: still connect with Minangkabau, 

but not in business, individual business or family 

business  

Gen X: still connect with Minangkabau, but not 

in business, individual business or family 

business 

Gen Y: had fewer connections to Minangkabau 

traditions. 

Ranah: the 

importance of 

the extended 

family, but they 

have their own 

life  

Rantau:  still 

connect with 

Minangkabau, 

but not in 

business, 

individual 

business or 

family business. 

Young, Passionate, and 

Independent 

Entrepreneurs 

Female: talented, 

courageous, passion for 

market expansion, respect 

for family especially 

husband. 

 

Male: social entrepreneurs, 

charity, a strong will for 

new opportunities and new 

business partnerships. 

   

Minangkabau values as 

an identity, a pride, and a 

protector 

 

Female: Islam as a way of 

life 

 

Baby Boomer: Minangkabau  values as an 

identity, a pride, Minangkabau wisdom as a 

representative of  the Minangkabau way 

Gen X: Islam as a protector 

Ranah: Back to 

adat (tradition)  

and Islam  
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Male: Islam as a protector, 

Minangkabau wisdom as 

an inspiration 

Gen Y: Islamic (universal) values are more 

influential. Minangkabau wisdom needs to be re-

interpreted.  

Rantau: an 

urgent need to 

implement 

Minangkabau 

values in doing 

business. Trust, 

partnership 

(Minangkabau 

networks), 

sharing, and 

caring can 

represent 

Minangkabau 

values. 

 

All of these understandings are interdependent. For example, all interviewees could 

potentially transform their businesses into high-growth businesses because all are 

motivated to succeed, in rantau or in ranah. Most interviewees had a short-term plan and 

saw incremental innovation as the key to success. Most had a high regard for traditional 

Minangkabau values, although the Gen Y interviewees had fewer connections to 

Minangkabau traditions that emphasised the importance of collectivism. However, this 

did not mean they did not care about their origins or the people in their in-groups. Their 

awareness of social issues was based on Islamic values, which are an inseparable part of 

Minangkabau culture (Abdullah 2009; Fitri 2013).  

Based on these understandings, it is interesting most interviewees took a short-term 

perspective when implementing innovation. It seems they noticed Minangkabau business 

owners are traditionally traders who focus on quick cash, rather than long-term 

investment. Interviewees also noticed Minangkabau SME owners, including themselves, 

focus on their reputation, especially among their in-group. Walker and Brown (2004) 

found financial rewards are not SME owners’ sole success criterion, as they also consider 

satisfaction as decision makers and a flexible life style are important. They argued these 

non-financial rewards may encourage SME owners to stay small, so they can enjoy these 
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non-financial rewards. This is consistent with Gorgievski, Ascaloni and Stephan’s (2011) 

study, which found SME owners’ success criteria can be explained by their values and 

vision. Some interviewees reflected on Minangkabau SME owners’ preference for short 

term outcomes.  

The importance of others is reminiscent of the concept of “face’ in Confucian culture.  

Earley’s (1997) theory of face provides a model that connects socio-cultural dimensions 

and individuals. People evaluate themselves based on moral character and Mianzi 

(external prestige) (Begley & Tan 2001).  Mianzi is relevant to entrepreneurship, as it is 

related to social status, achievement and success (Redding 1991). This suggests power 

(social status) and achievement (personal success) are likely to be more relevant to 

Chinese entrepreneurs. Consistent with this concept of face, the Minangkabau SME 

owners seemed to implement incremental innovation because they did not want to risk 

failure. Radical innovation is more expensive and risky (Stringer 2000) and there is no 

guarantee such innovations will succeed (Cumming 1998). By implementing small and 

feasible innovations they felt secure.  

Another interesting finding was that the interviewees saw the importance of trust and 

networks. Interviewees felt a lack of trust among Minangkabau SME owners had 

inhibited their innovation, as Minangkabau networks could potentially assist innovation. 

Interestingly, none of the interviewees were willing to work fellow Minangkabau, while 

some mentioned a tendency for Minangkabau entrepreneurs (including themselves) to not 

work with others. This is unfortunate, as Minangkabau SME owners are likely to benefit 

from such networks.  

This also highlights the unease entrepreneurs in a Muslim society have in seeking to 

maintain their strength and dealing with competition and rapid change. There is a lack of 

trust in establishing networks that can be crucial in enabling growth and innovation. Most 
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interviewees reported there were now more challenges in doing business and recognised 

that they and their fellows had neglected their existing networks or, at least, had not made 

the best use of them.  This was contrary to Fukuyama’s (1995) suggestion that networks 

should be seen as a useful way through which to substitute for a lack of support from 

institutions or governments. 

Some interviewees said they trusted people from their own nagari (village) rather than 

Minangkabau from other villages. This confirmed the notion that there is a strong link 

between Minangkabau migrant entrepreneurs and their villages (Putra 2013). However, 

they wanted to see themselves as small kings, rather than as being in a partnership with 

others. This is unfortunate because, as migrant SME owners, they need networks to 

prosper and some of the most useful such networks are likely to be Minangkabau SME 

networks. While this may indicate an unwillingness to take risks, it may be caused by a 

deeper issue (i.e. a lack of social cohesion across villages in West Sumatra). Chapra 

(2008) argued social solidarity (asabiyyah) can play a significant role in establishing 

networks that are important to business people and to society as a whole.  Thus, if the 

entrepreneurs could strengthen their social cohesion it would increase their trust in other 

Minangkabau, which is would provide important social capital in a Muslim society like 

theirs. Bad experiences had also led some Minangkabau entrepreneurs to decide not to 

work with their fellow Minangkabau (“I know you, and you know me, we should not do 

business together, but you are still my friend” was their typical compromise).  

Because of their limited resources most interviewees needed networks to survive, 

especially at the beginning of their journey as SME owners. However, some with 

established businesses were distrustful of fellow Minangkabau. They chose to avoid ‘a 

bad story’ so as to maintain harmonious relationships. The value of harmony is crucially 

important in Confucianism, which may require the sacrifice of personal goals in order to 
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preserve a harmonious society (Hwang 1998). This is seemingly a contradictory situation. 

The Minangkabau needed ethnic networks (Minangkabau networks) but they lacked the 

trust needed to do business among themselves. For some interviewees, choosing not to 

become involved with potential business partners, even from their Minangkabau 

networks, was seen as the best way to avoid such uneasiness. It is clear the absence of 

trust among Minangkabau entrepreneurs in rantau can cause social conflicts. This is 

unfortunate as entrepreneurs from developing countries, who are likely to be informal 

entrepreneurs, have more difficulty doing business than do their counterparts in 

developed economies (Bruton & Ahlstrom 2003).  Consequently, they often have to rely 

on informal institutions such as networks (Ahlstrom & Bruton 2006). 

A Minangkabau historian Abdullah (2014, pers. Comm., 26 April) expressed a different 

point of view. He has argued trust is an important concept in Minangkabau 

entrepreneurship. However, he believed the reason they do not work together to establish 

innovative and large-scale businesses was a Minangkabau tendency to become 

individualists when they became business owners. In addition, Zed (2008) has argued 

such a decision is a way to survive in today’s capitalistic world. Minangkabau 

entrepreneurs prefer to be “small kings” by maximising their own resources, rather than 

being followers without ownership.  Although there is a support for these views, it is 

worth noting Minangkabau business owners face great challenges now and this is not 

likely to change in the near future; so they cannot depend on existing market knowledge. 

Change and competition are intense and business innovation is crucial (Jaworski & Kohli 

1994). For these reasons, Minangkabau entrepreneurs need to strengthen their 

Minangkabau networks rather than ignore them. 

In order to keep people’s trust, Minangkabau entrepreneurs need to define their position 

in term of what other people perceive them to be as business people and as human beings. 
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Honesty (amanah) and consistency (istiqomah) are essential values to gain trust among 

Minangkabau entrepreneurs. Those who have greater religiosity are more trustworthy, 

positively reciprocating the trust invested in them (Tan & Vogel 2008). There was an 

indication that the interviewees agreed with this view. As a result, they saw the rewards 

from other people as a bonus, rather than as the basis for their decision to trust other 

people. However, it seems they were still unwilling to set up partnerships, even though 

they may need inputs to increase their scale or to innovate. While strict adherence to 

norms, such as supporting in-group members, is part of a collectivist culture (Bierbrauer, 

Meyer & Wolfradt 1994), it is not easy to apply such a principle when there is a lack of 

trust in these networks. This is different to the role guanxi (connections) plays in Chinese 

entrepreneurship, which ensures strong reciprocity and considerable trust (Tsui & Farh, 

1997). 

In a broader sense, this finding reiterated one of  Kuran’s  (2004) notions that a lack of 

entrepreneurship in the Middle East’s predominantly Muslim countries is caused by an 

inability to implement modern type of organisations. Entrepreneurs need to establish 

business organisations that focus on growth and sustainability.  As was noted earlier, 

unlike Chinese entrepreneurs who rely heavily on quanxi (networks) to increase the size 

of their businesses and enhance business innovation, Minangkabau SME owners prefer 

being a ‘small king’ within a micro or small enterprise. The fact that Minangkabau 

business owners prefer to work alone and stay small has been noticed by prior researchers. 

Effendi (1999) found Minangkabau traders typically go from one market to another, 

which indicates their ability to survive alone.  Further, Zed (2008) argued the decision to 

be small and independent is their way of fighting capitalism.   Such owners feel it is better 

to stay small, as long as they own their business. The problem is that, by being small, the 

Minangkabau are likely to be marginalised. 
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 Minangkabau traditions and values, especially Islamic values such as honesty and 

humility, seem to have balanced their lives as business owners. They tended to identify 

themselves as Muslims first. Most interviewees said that they were hard workers, as well 

as being faithful Muslim entrepreneurs. Indeed, as suggested by Adas (2006), Muslim 

entrepreneurs seem to have similar views to those associated with the so-called 

“Protestant Work Ethic”. As a protector, Islam is seen as providing the values that protect 

people from sin. In an Indonesian context, uncertainty and competition may tempt 

Minangkabau business owners to do forbidden things (e.g., behave corruptly, bribe 

officials or enter particular forbidden businesses such as gambling).  One interviewee 

noted that Islam had inhibited his wish to gain wealth too quickly from forbidden 

activities. His religion helped him accept the uncertainties that cannot be avoided. 

However, Sari (2014) found Minangkabau people were more extrinsically motivated than 

had previously been expected. It seems Minangkabau people’s pragmatism may lead 

SME owners to not fully follow Islamic values. Here, the youngest generation saw the 

essence of Islam such as fairness and sincerity, rather than seeing Islam as rituals per se. 

This generation may be less conservative than previous generations, allowing them to 

adapt better in the current changing environment.  

Some generation differences were found. Interviewees born before 1966 (baby boomers 

in a Western context) were more philosophical and had pioneered the establishment of 

business networks. These participants reflected on their roles in Minangkabau society, 

their motivation to innovate, their difficulties in implementing innovation and their 

success criteria. They felt Minangkabau SME innovation was influenced by owners’ short 

term perspectives, in which reputation and social status were the most important criteria.  

They also noted the importance of their business networks. Such reflections indicated 

their long time experiences and their involvement in establishing business networks. They 
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were among the first to enter typical Minangkabau businesses, such as restaurant, 

convenience stores, garment outlets and educational services.  Consequently, this 

generation can reasonable be termed “pioneers.” 

Generation X followed the “pioneers” who had cleared a way for them. While they 

followed, Generation X’s willingness to adapt led them to modern business organisations. 

For this reason, they can be termed “successors.”  

The youngest generation, Generation Y, seemed to be different. Most mentioned the 

importance of universalism values. They were not as strongly connected with 

Minangkabau symbols and traditional business networks. Most had established their 

business as a part of their self-actualising behaviour and had completed a higher education 

qualification.  These characteristics suggest they might be termed the “independent” 

generation. They are young skilful, independent, and passionate about their businesses 

and seem more likely to change their businesses than do the older generations. This may 

be because they are more open to new ideas and to collaborating with others. Female 

interviewees in this group indicated they did not support Minangkabau values that 

emphasised the role of women as managers of ancestral property and that they felt they 

had the freedom to express their talents and skills.  Despite these differences, generation 

did not lead to different innovation outcomes. This differed from some previous research 

that suggested such differences (Still, Soutar & Walker 2004).  

Despite the intergenerational difference and the possibly less religious younger 

Minangkabau SME owners, there is a group of religious entrepreneurs in the 

Minangkabau. For example, three interviewees (two from the independent generation and 

one from the successor generation) had profit and loss sharing arrangement with their 

employees and investors. They felt this system was the fairest one and they believed 

fairness was an important part of doing business.  The SME owners may see Islamic 
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values provide support for innovation, perhaps by implementing Islamic economics (e.g., 

profit sharing, using a sharia bank or using zakat (alms)). This finding demonstrates the 

potentially strong link between religious people and Minangkabau networks. Religious 

people are expected to be honest and trustworthy and these can be important factors in 

Minangkabau networks.  Past research has found religious people can be successful 

entrepreneurs as they have personal ambition and innovation, and networks (Dougherty 

et al.  2013; Neubert (2013).   

As was noted earlier, Chapra (2008) argued social solidarity plays a role in establishing 

networks. For this reason, Minangkabau entrepreneurs need to strengthen their social 

cohesion, as this is likely to increase trust. They may also need to share their wealth more 

than previously.  If a lack of trust inhibits SME innovation, Islam may be promoted as 

glue to change this situation. Promoting social businesses or businesses that wish to 

reduce poverty, especially in the Minangkabau society as a whole, may strengthen social 

solidarity and the networks that help increase business innovation.  
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CHAPTER 5                                                                                                   

 

THE RESULTS OF QUANTITATIVE PHASE 

5.0 Introduction 

This Chapter presents the results of the analysis of the data collected in the quantitative 

phase of the study. As was noted in Chapter 3, these data were obtained from 

Minangkabau SME owners in four cities in Indonesia (Bukittinggi and Padang [in West 

Sumatra] and Jakarta and Pakanbaru [outside West Sumatra]). The Statistical Package for 

the Social Sciences (SPSS) and the WarpPLS 4.0 program (Kock 2013) were used to 

analyse the data. The present Chapter is divided into sections that discuss the results 

obtained from three analysis phases, namely: 

1. The preparation of the data and the computation of descriptive statistics, with 

information being provided about respondents’ gender, age, migration status, as 

well as their responses to the various items used to measure the constructs 

examined in the study. 

2. An examination of the various constructs’ measurement properties. 

3. The estimation of the structural models. 

5.1 Phase 1: Data Preparation and Descriptive Statistics 

As was noted in Chapter 3, 400 usable responses were obtained, representing a response 

rate of 50 percent. This was an encouraging result compared to previous SME research in 

Indonesia that had responses rates as low as 32 percent (e.g., Marino et al. 2008; Dickson, 
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Weaver & Hoy 2006). The relatively high response rate was due to the assistance obtained 

from a number of Minangkabau networks (both Minangkabau organisations and 

respected Minangkabau individuals), as their support encouraged their fellow SME 

owners and mentees to participate in the study. 

In general, SME researchers have had difficulties obtaining reasonable response rates, 

perhaps because SME owners do not feel it is important to participate in such research, 

as there is no direct benefit to their businesses and most are busy with their business 

activities. That is why Newby, Watson and Woodliff (2003) suggest SME researchers 

consider monetary incentives, especially as they felt such incentives would improve data 

quality. In the present study, monetary incentives were not needed, as the networks’ 

support was enough to obtain the needed data. Some explanations about the benefits the 

research might have to Minangkabau entrepreneurs as a group were also helpful. This 

positive result was in line with Bartholomew and Smith’s (2006) suggestion that social 

networks could be used to increase response rates in SME research, which seemed to have 

been the case here. 

5.1.1 The Minangkabau SME owners’ profile 

Each questionnaire was coded into an SPSS data file for subsequent analysis. The 

respondents’ background information is shown in Table 5.1. Forty-one percent of the 

respondents were female and half were GenXers (50 per cent), while 37 percent were 

GenYers and 13 percent were baby boomers. Most respondents were Minangkabau 

migrant SME owners (62 percent), as they lived and operated their businesses outside 

West Sumatra. The most common educational achievements were a diploma qualification 

(52 percent), a university undergraduate qualification (14 percent) or a postgraduate 

degree (17 percent). 
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Table 5.1: Background Information about the Respondents 

Background Variable N Percentage (%) 

Gender:    

Female 165 41 

Male 235 59 

Generation:    

Born 1946–1964 (Baby Boomers) 52 13 

1965–1980 (GenXers)  200 50 

1981–1999 (GenYers) 148 37 

Migration 

Minangkabau Migrants 

Non-Minangkabau Migrants 

 

Education Background 

 

151 

249 

 

38 

62 

Primary School 16 4 

High School 50 13 

Diploma 209 52 

Bachelor Degree 106 14 

Postgraduate Degree 39 17 

Industry 

Food and Restaurant  

48 12 

Convenience Store 93 23 

Handcraft and Fashion Stores 58 15 

Metallic Products 119 30 

Agricultural Products 37 9 

Employees   

1–5 employees 250 63 

6–10 employees 64 16 

11–20 employees 60 15 

21–40 employees 26 6 
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Background Variable N Percentage (%) 

Years of Business Experience   

1 year to 3 years  82 21 

4 years to 8 years 161 40 

9 years to 15 years 109 27 

More than 15 years  48 12 

Sales in 2011   

 $30,000 to $39,000 293 73 

 $40,000 to $49,000 38 9 

 $50,000 to $79,000 42 11 

 $80,000 to $99,000 13 3 

 More than $100,000  14 4 

 

The largest group of respondents had 2011 sales of between $30,000 and $39,000 (73 

percent), with almost all (96 percent) having 2011 sales below $100,000. Based on the 

Government’s criteria, most were small businesses, with only four percent being medium 

enterprises (Kementerian Koperasi dan Usaha Kecil Menengah 2014). Respondents came 

from a range of industries, although metallic products was the most common (30 percent), 

followed by handcrafts (15 percent) and food and restaurants (12 percent). Sixty percent 

of the respondents had been in businesses for from one to eight years and almost 80 

percent had no more than 10 employees. 

5.1.2 Descriptive statistics for the individual items 

As was noted earlier, respondents’ personal values were measured using Lee, Soutar and 

Louviere’s (2008) Schwartz Values Best-Worst Survey (SVBWS) in which scores ranged 

from -1 (low importance) to +1 (high importance). Table 5.2 shows the means and 

standard deviations for each of the personal value dimensions included in this scale. 



165 
  

Table 5.2: Descriptive Statistics for the Personal Values Dimensions 

Value Mean Std Deviation 

Universalism-nature -0.17 0.24 

Universalism-social -0.21 0.24 

Benevolence 0.27 0.30 

Tradition 0.20 0.25 

Conformity 0.11 0.32 

Security -0.07 0.24 

Power -0.16 0.30 

Achievement 0.33 0.31 

Hedonism -0.27 0.31 

Stimulation -0.09 0.32 

Self-Direction 0.06 0.26 

As can be seen in Table 5.2, the most important value dimension across the sample was 

achievement (M= 0.33, SD=0.31), followed by benevolence (M=0.27), tradition (M= 

0.20) and conformity (M= 0.11, SD= 0.32). The least important value type was hedonism   

(M= -0.27), followed by universalism-social (M= -0.21) and universalism-nature (M= -

0.17). This is an unusual result, as achievement is generally not one of the most important 

value (Schwartz 2012), suggesting Minangkabau SME owners may be a very particular 

group. As can be seen in the range of the standard deviations (0.24 to 0.32), there was 

reasonable variation given the -1 to +1 scale used in this case. 

The means and standard deviations for the items used to measure the innovation 

constructs are shown in Table 5.3. The items’ means were between 4.12 and 6.12, while 

the scales’ means ranged from 4.42 to 5.71. In most cases, the standard deviations 

exceeded one, suggesting there was reasonable variation in respondents’ views and that 

the data were likely to contain a reasonable amount of information. 
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Table 5.3: Descriptive Statistics for the Innovation Constructs 

Item Mean SD 

Organisational Structure      

Our organisation has a flat structure 4.31 1.91 

Our organisation has a decentralised decision-making process 4.18 1.96 

Our organisation does not have a lot of rules 4.41 1.86 

In our organisation, communication is mainly horizontal 4.72 1.68 

In our organisation, research and development (R&D) and marketing 
generally work together 

5.34 1.29 

Mean 4.59 1.74 

Creativity     

Creativity is encouraged 5.68 1.16 

We are expected to be resourceful problem solvers 5.68 1.15 

We try to develop and offer new improved services 5.60 1.19 

Our ability to function creatively is respected 5.60 1.18 

We try to find new answers 5.55 1.16 

Help in developing new ideas is readily available 5.33 1.26 

We reward people who suggest good ideas 5.17 1.53 

We give people autonomy to develop good ideas 5.24 1.40 

We provide people with the resources they need to develop their good 
ideas 

5.34 1.42 

We are open and responsive to change 5.68 1.12 

We search for new ways to look at problems 5.53 1.23 

Mean  5.49 1.25 

Future Orientation     

We have a realistic set of future goals 5.86 1.18 

We try to ensure we all share the same vision 5.60 1.18 

We try to convey a clear sense of our future direction 5.62 1.13 

We have a realistic vision of the future 5.71 1.05 

Mean 5.69 1.13 
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Item Mean SD 

Risk-taking      

We believe higher risks are worth taking if there are high payoffs 5.48 1.39 

We encourage innovative strategies, even knowing some will fail 5.46 1.41 

We like to take big risks 5.12 1.64 

We always look for new opportunities 5.71 1.12 

We take initiatives to shape the environment to our advantage 5.60 1.26 

We are often the first to introduce new services 5.25 1.35 

We usually take the initiative by introducing new administrative 
processes 
 

5.18 1.40 

Mean 
 

5.40 1.36 

Implementation     

Innovation implementation had many problems 4.54 1.74 

Innovation implementation had employee resistance 4.63 1.76 

Innovation implementation was rough 4.37 1.79 

Innovation implementation was complicated 4.32 1.79 

Innovation implementation was very poor 4.44 1.72 

Innovation implementation reduced our overall performance 
 

4.75 1.85 

Mean 4.50 1.77 
 

Incremental Innovation     

We frequently refine existing products and services 5.70 1.22 

We regularly implement small adaptations to our existing products and 
services 

5.62 1.27 

We introduce improvements to existing product products and services 
in our local market 

5.44 1.31 

We improve the efficiency of our products and services 5.74 1.15 

We try to achieve economies of scale in our existing markets 
 

5.87 1.24 

Mean 5.67 1.23 
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Item Mean SD 

Radical Innovation   

We go beyond existing products and services 5.12 1.41 

We often invent new products and services 5.18 1.38 

We often experiment with new products and services in our local 
market 5.18 1.36 

We often commercialise products and services that are new to us 5.18 1.41 

We frequently undertake new opportunities in new markets 5.27 1.34 

We regularly use new distribution channels 5.09 1.44 

We regularly search for and approach new clients in new markets  5.41 1.32 

 Mean  5.20 1.38  

Innovation climate     

Organisations like ours can get access to high quality research 4.38 1.62 

Regulations governing business support organisations like ours 4.42 1.58 

The communication infrastructure supports organisations like ours 4.55 1.77 

Government support for local innovators is strong 4.34 1.72 

Mean  4.42 1.67 

External environment     

Environmental changes in our local market are intense 4.73 1.97 

Our clients regularly ask for new products and services 4.66 1.99 

Changes are taking place continuously in our local market 4.56 2.05 

The volumes we deliver change fast and often 4.53 2.04 

Competition is intense in our local market 4.68 2.18 

Price competition is a hallmark of our local market 4.75 2.20 

Mean 4.65 2.07 

Minangkabau Values     

Minangkabau values significantly influence my life 5.62 1.21 

Minangkabau values encourage innovation 4.80 1.54 

Minangkabau SME owners have better skills and capabilities in running 
a business than other ethnic groups in Indonesia 

5.37 1.43 

I prefer to run a business with other Minangkabau people 4.76 1.52 

Islam significantly influences the way I conduct my business 6.16 1.11 

Mean 5.34 1.36 
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Item Mean SD 

Innovation Effectiveness     

Innovation has improved our productivity 5.68 1.05 

Innovation has improved our efficiency 5.67 1.06 

Innovation has reduced our costs 5.34 1.31 

Innovation gas improved the reliability of our processes 5.63 1.10 

Innovation has improved the reliability of our products and services 5.82 1.01 

Innovation has improved communication within our organisation 5.85 0.99 

Innovation has increased the range of product and services we provide 5.88 0.97 

Innovation has improved our responsiveness to our customers 6.00 0.95 

Innovation has increased employee involvement 5.64 1.17 

Innovation has increased customer satisfaction 6.1 0.93 

Innovation has improved our financial performance 5.88 1.05 

Innovation has improved management-employee relations 5.81 1.13 

Innovation has improved the quality of our products and services 5.94 0.99 

Innovation has improved our organisation’s environment 5.85 1 

Innovation has increased employee morale 5.88 1.02 

Innovation has improved the level of trust in our organisation 6.01 0.97 

Innovation has improved our organisation's flexibility 5.75 1.09 

Innovation has helped us implement our strategy better 5.95 1.00 

Mean 5.81 0.98 

 

The data suggests respondents were generally enthusiastic about implementing 

innovation and encouraged creativity, as seen in the high mean scores for ‘Creativity is 

encouraged’ (5.68) and ‘We are expected to be resourceful problem solvers’ (5.68). 

However, they preferred a centralised system, as seen in the relatively low score for ‘our 

organisation has a decentralised decision-making structure’ (4.18), suggesting 

respondents saw themselves as the central figure in their organisations. 
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Respondents were willing to take risks, as seen in the high mean score for ‘We encourage 

innovative strategies, even though we know some will fail’ (5.46). They were also 

opportunity seekers, as many ‘always look for new opportunities’ (5.71). However, the 

respondents also had a realistic approach, as they felt they had ‘realistic visions of the 

future’ (5.86). 

Respondents felt innovation had improved their organisation, especially in terms of their 

relationships with their customers. This can be seen in the high scores for ‘the innovations 

we introduced in the last three years have increased customer satisfaction’ (6.10), as well 

as a perception that they were responsive to customers (6.00). Additionally, the 

respondents felt their innovation activities had improved their internal organisation, as it 

had improved trust within the organisation (6.01) and helped them implement their 

strategy better (5.95). However, lower mean scores for ‘Innovation implementation had 

many problems’ (4.54) and ‘Innovation implementation had met employee resistance’ 

(4.54) suggested that innovation implementation had been challenging.  

Respondents tended to implement innovation incrementally, as seen in the high mean 

score for the item ‘we regularly implement small adaptations to existing products and 

services’ (5.62). These findings also suggested that efficiency was an important outcome 

for innovation, as seen in the high score for ‘our organisation improves our provision’s 

efficiency of products and services’ (5.75) and ‘our organisation increases economies of 

scales in existing markets’ (5.87). 

The respondents felt they had received limited support from their external environment, 

as seen in relatively low mean scores for ‘organisations like ours can get access to high 

quality research’ (4.38) and ‘government support for local innovators is strong’ (4.34). In 

addition, they highlighted the need to deal with significant environmental change (4.73) 
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and were in highly competitive environments in which price was central, as seen in the 

relatively high score for ‘price competition is a hallmark’ (4.75). 

In terms of the influence of cultural values, there were relatively high means scores for 

respondents being influenced by Minangkabau values (5.62), the effect of Islamic values 

had their business activities (‘Islam significantly influences the way I conduct my 

business’ 6.16) and the belief that Minangkabau values had given them more 

opportunities to become entrepreneurs (5.37). 

Table 5.4 provides a summary of cross-tabulations between gender and generation. The 

data suggested most respondents were female Generation Xers and Yers and male 

Generation Xers and Generation Yers (87 percent in each case). Half of the respondents 

were Generation Xers, suggesting they are the dominant generational cohort of business 

owners in the marketplaces in which data were collected. 

Table 5.4: A Cross-Tabulation of Gender and Generation 

Gender Generation Total 

Boomers Gen X Gen Y 

 Female Number of Female 
Respondents 

22 73 70 165 

% within Gender 13% 44% 42% 100% 
     
% of Total 6% 18% 17% 41% 

Male Number of Male 
Respondents 

30 127 78 235 

% within Gender 13% 54% 33% 100% 
     
% of Total 8% 32% 19% 59% 

 
 
 Total 

Total Respondents 52 200 148 400 
% within Gender 13% 50% 37% 100% 
     
% of Total 13.0% 50.0% 37.0% 100.0% 
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5.1.3 Missing data and outliers 

Before examining the values and innovation constructs in more detail, the data were 

screened for input accuracy and to see if there were any missing data. SPSS’s Expectation 

Maximisation (EM) technique was used to impute values for the cases in which there 

were missing data (Hill 1997). The full dataset was then examined to see whether there 

were univariate or multivariate outliers. The z-scores computed for each item were 

examined to identify potential univariate outliers. Cases with standardised scores greater 

than 3.29 or less than 3.29 (i.e. p<0.001 for a two-tailed test) have been suggested to be 

potential outliers (Tabachnick & Fidell 2001, p. 67). However, no such cases were found 

in the present study, suggesting there were no univariate outliers. An examination of the 

Mahalanobis distances in this case suggested there were no extreme multivariate outliers. 

Consequently, all of the data were retained for use in the subsequent analysis. 

5.1.4  Assessing the normality of the data 

Multivariate normality is a common assumption in multivariate analysis. Most instances 

of multivariate normality can be detected through an inspection of univariate 

distributions. A preliminary analysis found skewness and kurtosis in some of the data, 

although these were not severe. Further, the sample size (400) was seen as sufficiently 

large to reduce the detrimental effects of such non-normality (Hair et al. 2006). 

Consequently, the data were assumed to be reasonably normal and used in their original 

format, as transforming data can lead to interpretation difficulties. 

5.2 Phase 2: Examining the values and innovation construct’s 
measurement properties 

An examination of the effectiveness construct suggested it included items that asked 

about the impact on customers (e.g., increased customer satisfaction) and the impact on 
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employees (e.g., increased employee morale). Consequently, it was decided to examine 

this construct in more detail before examining its measurement properties. While the 

different aspects mentioned were apparent, the nature of the relationships between some 

of the items and potential latent constructs were not.  Consequently, exploratory factor 

analysis (EFA) was used to understand these relationships better. The measure of 

sampling adequacy (MSA) in this case was 0.94, which suggests an EFA would provide 

“marvellous” results (Kaiser & Rice 1974, p. 112). This was not surprising, as factors 

were expected, although the number was not clear a priori. 

Three factors with eigenvalues greater than one were found that, together, explained 62 

percent of the variance in the effectiveness data. Consequently, three factors were retained 

and the solution was rotated to find simple structure (Kaiser 1970). An orthogonal rotation 

method (varimax) and an oblique rotation method (oblimin) were both used. As the same 

factors emerged in each case, the varimax solution is presented here.  

As can be seen in Table 5.5, two items (quality and environmental improvement) loaded 

onto two factors. As such items can be problematic, they were removed and the factors 

were interpreted using the remaining 17 items. The first factor was most related to internal 

outcomes (e.g., management-employee relations and employee morale). Consequently, 

the factor was termed ‘internal effectiveness’. The second factor was most related to 

market place effectiveness (e.g., range, reliability and responsiveness). Consequently, the 

factor was termed ‘external effectiveness’. The third factor was highly related to only two 

items (cost reductions and process reliability). Consequently, the factor was termed 

process effectiveness. The three outcome constructs were included in the subsequent 

analysis. Their measurement properties when the items with loadings greater than 0.60 

were retained (Bagozzi & Yi 1988) were examined, as is discussed in subsequent sections. 
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Table 5.5: The Effectiveness Factors 

Item Component 

1 2 3 

Improved management-employee relations 0.79   

Increased employee morale 0.74   

Improved trust within the organisation 0.71   

Increased employee involvement 0.67   

Improved the quality of our products and/or services 0.66 0.53  

Helped us implement our strategy better 0.63   

Improved our organisation's flexibility 0.62   

Improved health and safety within our organisation 0.62   

Improved the environment 0.56 0.50  

Increased the range of product and/or services provided  0.75  

Improved the reliability of our products and/or services  0.73  

Improved our responsiveness to our customers  0.72  

Increased customer satisfaction  0.72  

Improved our productivity  0.67  

Improved our efficiency  0.65  

Improved our financial performance  0.57  

Improved communication within our organisation  0.51  

Reduced our costs   0.85 

Improved the reliability of our processes   0.59 

 

The WarpPLS program (Kock 2013) was used to examine the constructs’ measurement 

properties. Loadings, reliabilities and AVE scores were estimated for each of the 10 latent 

constructs (excluding the personal values dimensions) that were included in the model 

(i.e., organisational structure, creativity, future orientation, ability to take risks, 
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innovation climate, competition and external changes, incremental innovation, radical 

innovation, Minangkabau values and innovation effectiveness). 

Only five of the 79 items had loadings below 0.60 and each of these was in a different 

construct, suggesting their removal would have little impact. Consequently, the five items 

were removed before examining the constructs in more detail. After their removal, the 

loadings ranged from 0.93 to 0.61, suggesting unidimensionality could be assumed for 

each of the constructs. Alpha coefficients, composite reliability coefficients and AVE 

scores were computed for each construct and the results obtained are shown in Table 5.6. 

Table 5.6: The Constructs’ Measurement Properties 

Construct Alpha Coefficient Composite 
Reliability 

AVE Score 

Organisational Structure 0.86 0.91 0.71 

Creativity 0.91 0.93 0.56 

Future Orientation 0.89 0.92 0.60 

Risk-taking 0.87 0.90 0.60 

Implementation 0.93 0.94 0.73 

Radical Innovation 0.92 0.95 0.72 

Incremental Innovation 0.90 0.93 0.72 

External Environment 0.90 0.93 0.77 

Innovation Climate 0.96 0.97 0.84 

Minangkabau Values 0.78 0.86 0.61 

Internal Effectiveness 0.86 0.90 0.59 

External Effectiveness 0.88 0.91 0.63 

Systems Effectiveness 0.57 0.82 0.70 
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The composite reliability coefficients ranged from 0.97 to 0.86, while the alpha 

coefficients ranged 0.96 to 0.78 for all but the systems effectiveness construct, which was 

lower (0.57). This was not surprising as only two items measured this construct. However, 

as its composite reliability was 0.82, reliability was assumed. Further, convergent validity 

can be assumed for all of the constructs, as the AVE scores ranged from 0.77 to 0.56. 

An examination of the correlations between the constructs, shown in Table 5.7, suggested 

a minor problem, as creativity was highly correlated with future orientation (0.82) and 

incremental innovation (0.75). As discriminant validity could not be assumed for this 

construct, it was decided to exclude it from the subsequent analysis. After this was done, 

all of the retained multiple-item constructs had acceptable measurement properties and 

the models that were outlined in Chapter 2 could be estimated with confidence. 
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Table 5.7: The Correlations between the Constructs 1 

Construct Structure Creativity Goals Risk- 

Taking 

Implement Radical Incremental External Climate  M. 
Values 

Internal 
Effectiveness 

External 
Effectiveness 

Systems 
Effectiveness 

 

Organisational Structure             0.84 

            

Creativity 0.35 0.74            

Future Orientation 0.34 0.81 0.77           

Risk-taking 0.28 0.51 0.49 0.77          

Implementation 0.55 0.05 0.05 -0.05 0.86         

Radical Innovation 0.29 0.62 0.53 0.60 0.04 0.85        

Incremental Innovation 0.13 0.74 0.66 0.45 -0.13 0.65 0.85       

External Environment 0.51 0.38 0.35 0.28 0.23 0.37 0.23 0.88      

Climate 0.35 0.38 0.28 0.12 0.14 0.34 0.32 0.58 0.92     

Minangkabau Values 0.35 0.21 0.18 0.22 0.15 0.27 0.23 0.30 0.30 0.78    

Internal Effectiveness 0.28 0.59 0.57 0.31 0.18 0.44 0.48 0.25 0.30 0.17 0.76   

External Effectiveness 0.23 0.55 0.51 0.25 0.26 0.40 0.45 0.19 0.27 0.16 0.78 0.79  

Systems Effectiveness 0.14 0.47 0.43 0.28 0.08 0.38 0.39 0.18 0.23 0.15 0.63 0.71 0.84 

              

1 The square roots of the AVE scores are shown in bold along the main diagonal 
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5.3 Phase 3: Estimating the Structural Models 

Three stages of analysis are discussed in this section. First, the innovation constructs were 

used to assess Minangkabau SME innovation (i.e., organisational structure, future 

orientation, risk-taking, innovation climate, incremental innovation, radical innovation, 

Minangkabau values, innovation implementation and competition and external changes) 

were then linked to three innovation outcomes (internal effectiveness. external 

effectiveness and process effectiveness). Second, having identified the innovation 

constructs related to the various aspects of innovation effectiveness, the relationships 

between personal values and these innovation constructs were examined. Finally, the 

moderating impacts that generation, gender and migration had on these relationships were 

also examined. 

5.3.1 Stage 1: The innovation concepts and innovation effectiveness 

Three models were estimated, as the three outcome measures (internal effectiveness, 

external effectiveness and process effectiveness) were examined separately. The general 

model used in this case can be seen in Figure 5.1. 
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Figure 5.1: The Structural Model 

As was noted in Chapter 3, Kock (2013) has suggested that model fit in PLS modelling 

can be assessed in a number of ways and the WarpPLS program, which was used to 

estimate the relationships of interest, provides this information. The results obtained in 

this case are shown in Table 5.8. The results show that the estimated model meets all of 

these requirements for each of the three outcomes, suggesting the proposed model was 

reasonable in each case. Of particular interest is the goodness of fit (GoF) index 

(Tenenhaus et al. 2005), which is computed as the square root of the average variance 

extracted score for the model’s constructs and the average R-squared for all of the 

endogenous constructs.  Wetzels, Odekerken-Schröder and Van-Oppen (2009) have 

suggested a GoF value of 0.36 implies there are large effect sizes in the model and that it 
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is performing well. Here, the GoF value ranged from 0.48 to 0.57, suggesting it was worth 

examining each of the models in detail. 

Table 5.8: Model Fit Indices for the Three Models 

Fit Measure Internal 
Effectiveness 

External Effectiveness Process 
Effectiveness 

APC 0.12 0.12 0.09 

ARS 0.42 0.47 0.47 

AARS 0.41 0.46 0.46 

GoF 0.54 0.57 0.48 

SPR 0.70 0.88 1.00 

RSCR 0.91 0.98 1.00 

SSR 1.00 1.00 1.00 

NLBCDR 1.00 1.00 1.00 

 

5.3.1.1 Internal effectiveness 

The results obtained for the internal effectiveness model can be seen in Table 5.9. Before 

examining the results, the full collinearity VIFs were examined to ensure multicollinearity 

was not an issue. Following Kock (2013), multicollinearity was not seen to be a problem 

if the VIF scores were less than 3.30. In this case, the VIF scores ranged from 1.24 to 

2.67, suggesting multicollinearity was not a problem and that the results could be 

examined with some confidence. 

As can be seen in Table 5.9, almost half of the variation in the internal effectiveness 

construct was explained by the innovation-related predictors, as the R-squared statistic 

was 0.43. However, not all of the predictors were significant. In this case, four innovation 

constructs were significantly and positively related to internal effectiveness beyond the 
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one percent level. These were future orientation (β = 0.33), incremental innovation (β = 

0.21), radical innovation (β = 0.16) and innovation implementation (β = 0.14). The path 

between organisational structure and internal effectiveness was also significant (p< 0.05), 

but with a negative path coefficient (-0.08). This suggests a centralised, top down 

approach improved internal effectiveness in the Minangkabau SMEs that responded. 

Cohen (1988) suggested effect sizes less than 0.02 are too weak to be considered useful. 

However, here all of the significant predictors had effect sizes greater than 0.02, 

suggesting all should be considered. 

Table 5.9: Model Results - Internal Effectiveness 

Predictor Variable  Path Coefficient Effect      Size 
(f2) 

P Value 

Structure  -0.08 0.03  0.03 

Future Orientation  0.33 0.20 < 0.001 

Risk  0.02 0.01  0.34 

Climate  0.06 0.02 0.09 

Incremental Innovation  0.22 0.12 <0.001 

Radical Innovation  0.17 0.09 < 0.001 

Minangkabau Values  -0.04 0.01  0.20 

Innovation Implementation  0.14 0.03 < 0.001 

Competition and External 
Changes 

 -0.01 0.00  0.47 

 R-squared statistic = 0.43, p < 0.001 

Stone-Geiser Q2 = 0.46 

 

5.3.1.2 External effectiveness 

The results obtained for the external effectiveness constructs are shown in Table 5.10. 

Before examining the results, the full collinearity VIFs were again examined to ensure 

multicollinearity was not an issue. The VIF scores here ranged from 1.23 to 2.68, 
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suggesting multicollinearity was not a problem and that the results could be examined 

with some confidence. 

Table 5.10: Model Results—External Effectiveness 

Predictor Variable  Path 
Coefficient 

Effect      
Size (f2) 

P Value 

Structure  0.05 0.02  0.03 

Future Orientation  0.29 0.16 < 0.001 

Risk  -0.02 0.01  0.34 

Climate  0.04 0.01  0.09 

Incremental Innovation  0.26 0.14 < 0.001 

Radical Innovation  0.14 0.07 < 0.001 

Minangkabau Values  0.04 0.01  0.20 

Innovation Implementation  0.24 0.06 < 0.001 

Competition and External Changes  0.03 0.01  0.46 

 R-squared statistic = 0.48, p < 0.001 

Stone-Geiser Q2 = 0.48 

 

As can be seen in Table 5.10, almost half of the variation in the external effectiveness 

construct was explained by the innovation-related predictors, as the R-squared statistic 

was 0.48. Table 5.3 suggests that not all of the relationships between the predictor 

constructs and external effectiveness were significant. In this case, four innovation 

constructs were again significantly and positively related to the outcome construct beyond 

the one per cent level. These were future orientation (β=0.28), incremental innovation 

(β=0.26), radical innovation (β = 0.13) and innovation implementation (β = 0.24). All of 

the significant predictors had effect sizes greater than 0.02, suggesting all should be 

considered. 
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5.3.1.3 Process effectiveness 

The results for the process effectiveness construct are shown in Table 5.11. Once again, 

the full collinearity VIFs were examined to ensure multicollinearity was not an issue. The 

VIF scores in this case ranged from 1.24 to 2.28, suggesting multicollinearity was not a 

problem that the results could be examined with some confidence. 

Table 5.11: Model Results—Process Effectiveness 

Predictor Variable  Path Coefficient Effect    
Size (f2) 

P Value 

Structure  0.04 0.01 0.19 

Future Orientation  0.24 0.11 < 0.001 

Risk  0.09 0.03 0.02 

Climate  0.03 0.01 0.23 

Incremental Innovation  0.14 0.06 <0.001 

Radical Innovation  0.15 0.07 <0.001 

Minangkabau Values  0.04 0.01 0.16 

Innovation Implementation  0.11 0.02 0.01 

Competition and External 
Changes 

 0.05 0.02 0.13 

 R-squared statistic = 0.33. p < 0.001 

Stone-Geiser Q2 = 0.29 

 

As can be seen in Table 5.11, about a third of the variation in the process effectiveness 

construct was explained by the innovation-related predictors, as the R-squared statistic 

was 0.33. However, not all of the predictors were significant. In this case, five innovation 

constructs were significantly and positively related to SME process effectiveness beyond 

the one per cent level. These were future orientation (β = 0.24), risk-taking (β = 0.08), 

incremental innovation (β = 0.13), radical innovation (β= 0.15) and innovation 

implementation (β = 0.11). All of these significant predictors had effect sizes greater than 
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0.02, except for innovation implementation (0.02), suggesting all should be considered. 

  

5.3.1.4 Conclusion from Stage 1 of the analysis 

Three of the innovation constructs included in the model were significantly related to 

each aspect of innovation effectiveness (i.e., internal effectiveness, external effectiveness 

and process effectiveness). Five innovation constructs (i.e., organisational structure, 

future orientation, radical innovation, innovation implementation and incremental 

innovation) that were significantly related to Minangkabau SMEs’ internal effectiveness. 

Four significant innovation constructs (i.e., future orientation, radical innovation, 

innovation implementation and incremental innovation) were significantly related to 

Minangkabau SMEs’ external effectiveness. Lastly, five significant innovation constructs 

(i.e., risk-taking, future orientation, radical innovation, innovation implementation and 

incremental innovation) were significantly related to Minangkabau SMEs’ process 

effectiveness.  

5.3.2  Stage 2: Personal values and the significant innovation constructs 

In the second stage of the analysis, the links between the innovation constructs that 

influenced effectiveness and personal values were examined. Six innovation constructs 

had been found to be significantly related to at least one of the innovation effectiveness 

constructs (i.e., internal, external and process effectiveness), although only three of the 

innovation constructs were significantly related to all of the outcome constructs (i.e., 

radical innovation, innovation implementation and incremental innovation). Only 10 

personal values were used here. The conformity value was not included, as the SVBWS 

in its simple form is an ipsatised scale, which means there is complete multicollinearity 
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if one value is not removed. The relationships examined are shown in Figure 5.2.  Once 

again, each of the dependent variables was examined in turn. 

Stimulation

Power

Self-Direction 

Achievement

Hedonism

Conformity

Security

Tradition

Benevolence

Universalism-Social

Some Innovation-
Related Concepts

Universalism-Nature

 

Figure 5.2: Personal Values and the Innovation Constructs 

Model fit was again assessed using the indices provided by WarpPLS program, which 

was used to estimate the relationships of interest. The results obtained in this case can be 

seen in Table 5.12. The models met most of these requirements for each of the six 

innovation-related constructs, suggesting these models were reasonable. While four of 

the models had GoF indexes greater than 0.36, two (organisational structure and future 

orientation) fell below the threshold that suggests large effect sizes. However, both were 
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larger than 0.25, suggesting medium effects sizes in these models (Wetzels, Odekerken-

Schröder & Van-Oppen 2009). 

Table 5.12: Model Fit Indices for the Six Values Models 

Fit 
Measure 

Organisational 
Structure 

Future 
Orientation 

Risk-
Taking 

Innovation 
Implementation 

Radical 
Innovation  

Incremental 
Innovation 

APC 0.08 0.11 0.13 0.12 0.12 0.12 

ARS 0.08 0.12 0.23 0.22 0.16 0.13 

AARS 0.06 0.10 0.21 0.20 0.14 0.11 

GoF 0.29 0.35 0.47 0.47 0.40 0.36 

SPR 0.60 0.70 0.90 0.90 0.90 0.6 

RSCR 0.90 0.90 0.93 1.00 0.96 0.8 

SSR 1.00 1.00 1.00 0.90 0.90 1.00 

NLBCDR 0.30 0.80 0.80 0.60 0.70 0.80 

 

5.3.2.1 Personal values and organisational structure 

Before examining the results, the full collinearity VIF scores were again used to ensure 

multicollinearity was not an issue. The VIF scores in this case ranged from 1.15 to 2.40, 

suggesting multicollinearity was not a problem and that the results could be examined 

with some confidence. As can be seen in Table 5.13, there was only a weak relationship 

between personal values and structure, as the R² was only 0.08. Four personal values were 

significantly related to organisational structure. These were self-direction (β=-0.18; 

p<0.001), tradition (β=-0.10; p=0.01), benevolence (β=-0.14; p< 0.001) and universalism-

nature (β=-0.15; p< 0.001). The path between self-direction and organisational structure 

was significant (p<0.001), but had a negative path coefficient (-0.18). All of these 

significant predictors had effect sizes 0.02, suggesting all should be considered. 
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Table 5.13: Model Results—Organisational Structure 

Predictor Variable  Path Coefficient Effect   
Size (f2) 

P Value 

Stimulation  -0.03 0.04  0.11 

Self-Direction  -0.18 0.04 <0.001 

Power  -0.02 0.00  0.40 

Achievement  -0.06 0.00  0.40 

Hedonism  -0.08 0.00  0.40 

Security  -0.11 0.02 0.008 

Tradition  -0.10 0.02  0.01 

Benevolence  -0.14 0.02 <0.001 

Universalism-Social  -0.00 0.00 0.13 

Universalism-Nature  -0.15 0.02 <0.001 

R-squared coefficient 0.08 

Q-squared coefficient 0.14 

 

5.3.2.2 Personal values and future orientation 

The results obtained for the future orientation construct are shown in Table 5.14. The full 

collinearity VIF scores in this case ranged from 1.13 to 2.40 (less than 3.30), suggesting 

multicollinearity was not a problem that the results could be examined with some 

confidence. 

There was only a weak relationship between personal values and organisational structure, 

as the R² in this case was 0.12. Eight personal values were significantly related to future 

orientation. These were hedonism (β=-0.18; p< 0.001), achievement (β=-0.13; p=0.001), 

stimulation (β=-0.12; p=0.005), power (β=0.13; p=0.001), tradition (β=-0.13; p=0.002), 



189 
  

benevolence (β=-0.11; p=0.005), universalism-social (β=-0.12; p=0.003) and 

universalism-nature (β=-0.12; p=0.004). All of these significant predictors had effect 

sizes of at least 0.02, suggesting all should be considered. 

Table 5.14: Model Results—Future Orientation 

Predictor Variable  Path 
Coefficient 

Effect         
Size (f2) 

P Value 

Stimulation  -0.12 0.02 0.003 

Self-Direction  -0.04 0.01  0.16 

Power  0.13 0.03  0.001  

Achievement  -0.13 0.02 0.001 

Hedonism  -0.18 0.03 <0.001 

Security  -0.02 0.00 0.35 

Tradition  -0.13 0.02  0.002 

Benevolence  -0.11 0.02 0.005 

Universalism-Social  -0.12 0.02 0.003 

Universalism-Nature  -0.12 0.02 0.004 

R-squared coefficient 0.12 

Q-squared coefficient 0.19 

 

5.3.2.3 Personal Values and risk-taking 

The results obtained for the risk-taking construct are shown in Table 5.15. The full 

collinearity VIF scores in this case ranged from 1.40 to 2.34 (less than 3.30), suggesting 

multicollinearity was not a problem that the results could be examined with some 

confidence. As can be seen in the Table 5.15, there was a moderate relationship between 

personal values and risk-taking, as the R² in this case was 0.23. 
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Table 5.15: Model Results—Risk-Taking 

Predictor Variable  Path Coefficient Effect    
Size (f2) 

P Value 

Stimulation  0.18 0.05 <0.001 

Self-Direction  0.07 0.01  0.05 

Power  -0.15 0.02  <0.001  

Achievement  -0.09 0.00 0.02 

Hedonism  0.10 0.02 0.01 

Security  0.14 0.01 <0.001 

Tradition  -0.22 0.06 < 0.001 

Benevolence  -0.16 0.06 <0.001 

Universalism-Social  0.14 0.02 <0.001 

Universalism-Nature  -0.06 0.04 0.08 

R-squared coefficient 0.23 

Q-squared coefficient 0.27 

 

Nine personal values were significantly related to risk-taking. These were stimulation 

(β=0.18; p< 0.001), self-direction (β=0.07; p=0.05), power (β=-0.15. p<0.001), 

achievement (β=-0.09; p=0.02), hedonism (β=0.01. p=0.01), security (β=0.14; p<0.001), 

tradition         (β=-0.22; p<0.001), benevolence (β=-0.16. p<0.001) and universalism-

social (β=0.14; p<0.001). Three values (self-direction, achievement and security) had 

effect sizes smaller than 0.02, suggesting their effects were too small to be considered. 

5.3.2.4 Personal values and innovation implementation 

The results obtained for the innovation implementation construct can be seen in Table 

5.16. The full collinearity VIF scores in this case ranged from 1.26 to 2.36 (less than 

3.30), suggesting multicollinearity was not a problem that the results could be examined 

with some confidence. 
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As can be seen in Table 5.16, there was a moderate relationship between personal values 

and risk-taking, as the R² in this case was 0.22. Seven personal values were significantly 

related to innovation implementation. These were self-direction (β=-0.20; p< 0.001), 

power (β=-0.17; p<0.001), hedonism (β=-0.01. p=0.01), security (β=-0.15; p<0.001), 

tradition (β=0.19; p<0.001), universalism-social (β=-0.12; p=0.004) and universalism-

nature (β=-0.16; p<0.001). Three values (stimulation, hedonism and universalism-social) 

had effect sizes smaller than 0.02, suggesting their effects were too small to be considered. 

Table 5.16: Model Results—Innovation Implementation 

Predictor Variable  Path Coefficient Effect    
Size (f2) 

P Value 

Stimulation  -0.06 0.00 0.08 

Self-Direction  -0.20 0.05  <0.001 

Power  -0.17 0.02  <0.001  

Achievement  -0.02 0.00 0.30 

Hedonism  -0.10 0.00 0.01 

Security  -0.15 0.03 <0.001 

Tradition  0.19 0.06 < 0.001 

Benevolence  0.06 0.02 0.08 

Universalism-Social  -0.12 0.01 0.004 

Universalism-Nature  -0.16 0.02 <0.001 

R-squared coefficient 0.22 

Q-squared coefficient 0.25 

 

5.3.2.5 Personal values and radical innovation 

The results obtained for the radical innovation construct are shown in Table 5.17. The full 

collinearity VIF scores in this case ranged from 1.09 to 2.29 (less than 3.30), suggesting 
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multicollinearity was not a problem and that the results could be examined with some 

confidence. 

As can be seen in Table 5.17, there was a moderate relationship between personal values 

and radical innovation, as the R² in this case was 0.16.  Eight personal values were 

significantly related to radical innovation. These were stimulation (β=0.12; p=0.003), 

self-direction       (β=-0.07; p=0.05), power (β=0.17. p< 0.001), achievement (β=-0.19. p< 

0.001), security    (β=-0.14; p<0.001), tradition (β=-0.17; p<0.001), universalism-social 

(β=-0.14; p<0.001) and universalism-nature (β=0.08; p=0.03). Self-direction and 

universalism-nature had effect size smaller than 0.02, suggesting their effects were too 

small to be considered. 

Table 5.17: Model Results—Radical Innovation 

Predictor Variable  Path Coefficient Effect 
Size (f2) 

P Value 

Stimulation  0.12 0.02 0.003 

Self-Direction  -0.07 0.00 0.05 

Power  0.17 0.03 < 0.001 

Achievement  -0.19 0.03 <0.001 

Hedonism  0.02 0.00 0.32 

Security  -0.14 0.02 <0.001 

Tradition  -0.17 0.03 <0.001 

Benevolence  -0.06 0.01 0.10 

Universalism-Social  -0.14 0.02 <0.001 

Universalism-Nature  0.08 0.01 0.03 

R-squared coefficient 0.16 

Q-squared coefficient 0.18 
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5.3.2.6 Personal values and incremental innovation 

The results obtained for the incremental innovation construct are shown in Table 5.18. 

The full collinearity VIF scores in this case ranged from 1.15 to 2.34 (less than 3.30), 

suggesting multicollinearity was not a problem that the results could be examined with 

some confidence. 

As can be seen in Table 5.18, there was a moderate relationship between personal values 

and incremental innovation, as the R² in this case was 0.13. Six personal value types were 

significantly related to incremental innovation. These were stimulation (β=-0.14; p< 

0.001), power (β=0.15; p<0.001), achievement (β= -0.21; p<0.001), hedonism (β=-0.09; 

p=0.02), tradition (β=-0.19; p<0.001) and benevolence (β=-0.10; p=0.03). Hedonism had 

an effect size smaller than 0.02, suggesting its effect was too small to be considered. 

Table 5.18: Model Results—Incremental Innovation 

Predictor Variable  Path Coefficient Effect    
Size (f2) 

P Value 

Stimulation  -0.14 0.03 <0.001 

Self-Direction  -0.04 0.00 0.18 

Power  0.15 0.03 < 0.001 

Achievement  -0.21 0.06 0.03 

Hedonism  -0.09 0.01 0.02 

Security  0.11 0.02 0.008 

Tradition  -0.19 0.04 < 0.001 

Benevolence  -0.10 0.03 0.01 

Universalism-Social  -0.07 0.01 0.06 

Universalism-Nature  -0.10 0.01 0.01 
R-squared coefficient 0.13 

Q-squared coefficient 0.24 
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5.3.2.7 Conclusions from Stage 2 of the analysis 

In general, there were moderate relationships between personal values and innovation-

related constructs, as the R2 statistics ranged from 0.08 (organisational structure) to 0.23 

(risk-taking). However, some personal values affected each of the innovation constructs. 

It is also worth noting that Schwartz’s theory suggests values form a circumplex, which 

implies there are trade-offs and that some values will influence while others will not 

(Schwartz 2012). 

Tradition, benevolence and universalism-nature were significantly and negatively related 

to the organisational structure construct. In the present study, organisational structure can 

be seen as administrative reform. This may suggest people who find the values are 

important are likely to be opposed to administrative reform. However, the R2 statistic was 

only 0.08, suggesting this is not a strong result. 

Power was positively related and hedonism, stimulation and achievement were negatively 

related to future orientation. It seems Minangkabau SME owners who embraced power 

were more likely to be future-oriented. Minangkabau SME owners who embraced 

stimulation and hedonism were risk takers. Tradition was also positively related to 

innovation implementation. In addition, stimulation and power were positively related to 

radical innovation, while power was significantly and positively related to incremental 

innovation. 

In brief, power seems to be an important value in the present context, as it was 

significantly and positively linked to three of the innovation-related constructs (i.e., future 

orientation, radical innovation and incremental innovation), while stimulation was also 

important as it was linked to two of the innovation-related constructs (i.e., radical 

innovation and risk-taking). 
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5.3.3 Stage 3 The roles of generation, gender and migration 

As was noted earlier in Chapter 3, the present study examined the possible roles 

generation, gender and migration played as moderators. WarpPLS was again used to 

examine this issue (Kock 2014). However, few of the relationships examined were 

moderated by gender, generation or migration. The only noticeable moderating effects 

were on the relationship between incrementalism and innovation outcomes. There was no 

strong evidence that the three suggested moderators significantly influenced the 

relationships between the various innovation-related constructs and innovation outcomes 

(i.e., the innovation effectiveness constructs in this case). Table 5.19 shows the links 

between the innovation-related constructs and external effectiveness when generation 

was included as moderator. 

Table 5.19: Moderating Effects (Generation) 

Construct Coefficient Effect Size (f2) P Value 

Future Orientation -0.15 0.04 <0.001 

Incrementalism -0.19 0.05 <0.001 

Radical Innovation -0.02 0.00  0.35 

Implementation -0.06 0.01  0.08 

 

In only two cases was a moderating effect found (incrementalism and future orientation). 

It appears that the older generation of Minangkabau SME owners were more future-

oriented than their younger counterparts. The effect incremental innovation had on 

external effectiveness was stronger for Boomers and Generation Y than for Generation 

X, which suggested a preference for incrementalism in doing business among those 

cohorts. 
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Table 5.20 Moderating Effects (Gender) 

Construct Coefficient Effect Size (f2) P Value 

Organisational Structure 0.06 0.02 0.09 

Future Orientation 0.03 0.01 0.29 

Implementation -0.05 0.01 0.13 

Radical Innovation -0.01 0.00 0.38 

Incrementalism 0.21 0.06 <0.001 

 

Table 5.19 shows the links between the innovation-related constructs and external 

effectiveness when gender was included as moderator. In only one case was a moderating 

effect found (incrementalism). The effect incremental innovation had on external 

effectiveness was stronger for males than females. The effect incremental innovation had 

on internal effectiveness was also stronger for migrants than non-migrants. Some 

additional examples of the moderating effects found for gender, generation and migration 

can be seen in Appendix E. After identifying the possible roles gender, generation and 

migration might play as moderators, the present study examined their possible roles as 

control variables. However, none was statistically significant, suggesting they did not 

need to be included in the analysis in this way. 

5.3.4 The relationship between innovation-related constructs and sales 

growth 

While the relationship between innovation-related constructs and sales growth was not a 

main focus in the present study, it was seen as worthwhile to see whether the innovation 

constructs that were included contributed to sales growth from 2009 to 2011. The model 

was again estimated in WarpPLS and a reasonable result was found, as the GoF was 0.25, 

suggesting there were medium effects, although the adjusted R2 statistic was only 0.09.  



197 
  

In this case, the VIF scores ranged from 1.11 to 2.67, suggesting multicollinearity was 

not a problem and that the results obtained could be examined with some confidence. 

Table 5.21: Model Results—Sales Growth 

Predictor Variable Path Coefficient Effect Size (f2) P Value 

Structure -0.04 0.01 0.20 

Future Orientation -0.13 0.02 0.001 

Risk-Taking 0.13 0.02 0.001 

Climate -0.12 0.01 0.002 

Incremental Innovation 0.01 0.00 0.41 

Radical Innovation 0.01 0.00 0.46 

Minangkabau Values -0.02 0.01 0.39 

Implementation -0.09 0.02 0.03 

Competition 0.14  0.007 < 0.001 

R-squared coefficient 0.09 

Q-squared coefficient 0.10 

 

The relationships between the various innovation-related constructs and sales growth can 

be seen in Table 5.21. Not all of the predictors were significant, as only four of the 

innovation-related constructs were significantly related to sales growth beyond the one 

percent level with effect sizes that were greater than 0.02. These were future orientation 

(β = -0.13) and risk-taking (β = 0.14). The path between future orientation and internal 

effectiveness was significant, but had a negative path coefficient. This suggests future-

oriented respondents had smaller sales growth, perhaps because the period examined was 
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short (three years). On the other hand, risk takers had experienced greater sales growth, 

perhaps because they can benefit from current business opportunities. 

5.3.5 Conclusions from Stage 3 of the analysis 

One aim of the present study was to see whether gender, generation or migration 

influenced the relationships between the various innovation-related constructs and 

innovation outcomes (here, innovation effectiveness). However, these constructs did not 

moderate many of these. Generation did have a moderating effect on the link between 

incremental innovation and external effectiveness, as the relationship was stronger for 

older respondents. Gender did have a moderating effect on the link between incremental 

innovation and external effectiveness, as this relationship was stronger for the male 

respondents. Migration did have a moderating effect on the link between incremental 

innovation and internal effectiveness, as this relationship was stronger for migrant 

respondents. The present study also investigated whether migration, gender and 

generation should be included as control variables, but found none of these constructs 

played such a role. 

5.4 Conclusions from Stage 1 to Stage 3 

Some of the innovation-related constructs significantly affected SME innovation 

outcomes (internal effectiveness, external effectiveness and process and system 

effectiveness). However, only five of the nine innovation-related constructs affected at 

least one of the outcomes (internal effectiveness, external effectiveness and process 

effectiveness). Personal values did influence the various significant innovation-related 

constructs. Power was significantly and positively linked to three of the innovation-

related constructs (future orientation, radical innovation and incremental innovation); 
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while stimulation was significantly and positively linked to two of the innovation-related 

constructs (radical innovation and risk-taking). 

One of aims of the study was to see whether gender, generation or migration influenced 

the relationship between the innovation-related concepts and innovation outcomes. 

However, there were few moderating effects, suggesting the results are generalisable 

across the overall sample. The only noticeable moderating effects of migration, 

generation and gender were on the relationship between incrementalism and innovation 

outcomes. It was also found that migration, gender and generation did not need to be 

included as control variables. Finally, it was seen that risk-taking increased sales growth, 

while future orientation reduced sales growth. 
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CHAPTER 6 

DISCUSSION 

 

6.0 Introduction 

The present study focussed on the relationships between constructs that were considered 

important to Minangkabau SME innovation and innovation outcomes.  The relationships 

between these constructs and Minangkabau SME owners’ personal values were also 

examined. In Chapter Four the findings of the qualitative phase were presented, while the 

results of the quantitative phase were presented in Chapter Five. This Chapter discusses 

the implications of these results.    

6.1 The Mixed Value of Innovation 

Minangkabau culture encourages collectivism (Fitri 2013; Warnaen 2002). While this is 

true in many Asian cultures, the Minangkabau are unique, in that they come from a 

matrilineal society in which a sense of togetherness and family are taken for granted. 

Women inherit ancestral properties and this wealth is an endowment controlled by mamak 

(a mother’s brothers). These assets cannot be sold except in emergencies, but all 

members, especially women, obtain benefits from them (Purba 2009). The Minangkabau 

respondents were expected to express a preference for collectivistic values (i.e., self-

transcendence and conservation) rather than individualistic values (i.e., openness to 

changes and self-enhancement). However, respondents identified achievement, 

benevolence and tradition as their most important values. Benevolence has some 

connection with collectivism, as it is related to taking care of other members of the in-

group (Terpstra-Tong, Terpstra & Tee 2014). In contrast, Schwartz and Sagiv (1995) 

found readiness for contact with out-group members was negatively associated with 
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collectivistic values, such as tradition and security. The results of the present study 

supported previous research that suggested the Minangkabau embrace collectivistic 

values, as two of their three most important values were collectivist (Mansoer et al. 1970; 

Abdullah 2009). 

Achievement, an individualistic value, was important to Minangkabau SME owners, who 

seemed to embrace some individualistic values because the nature of their businesses 

required a capability and willingness to succeed. Previous research has found SME 

owners value achievement (e.g., Holt 1997; Kaasa & Vadi 2010), so this finding was not 

surprising, although the combination of collectivist and individualistic values is not 

common and varies from accepted theory (e.g. Terpstra-Tong, Terpstra & Tee 2014; 

Kotey & Meredith 1997).  Some of the interviewees in the qualitative phase felt 

Minangkabau entrepreneurs and Chinese entrepreneurs had similar characteristics. Holt 

(1997) found Chinese entrepreneurs who had a Confucian social philosophy rated 

achievement highly, which is similar to the Minangkabau SME owners in this study.   

However, the Chinese entrepreneurs did not see tradition and benevolence as important, 

suggesting some differences from Minangkabau entrepreneurs.  

Power was significantly and positively linked to three of the innovation-related constructs 

(i.e., future orientation, radical innovation, and incremental innovation). Stimulation was 

also important, as it was related to ra dical innovation and risk-taking, while tradition was 

significantly and positively related to innovation implementation. This finding reflects 

Terpstra-Tong, Terpstra and Tee’s (2014) analysis of business owners and professionals 

from three ethnic groups in Malaysia. They found Malays had mixed values, as they had 

the same individualistic values as the Chinese and Indians, but placed more importance 

on collectivistic values. The Malays were also more reluctant to change, suggesting 

business people from collectivist societies may have contradictory values, as they 
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embrace individualistic and collectivistic values simultaneously. Interestingly, research 

in individualistic societies has found self-enhancement and openness to change are most 

associated with innovativeness (Marcati, Guido & Peluso 2008; Kaasa & Vadi 2010) and 

autonomy and risk-taking (Kaasa & Vadi 2010; Brown & Eisenhardt 1998; Scott & Bruce 

1994; Van de Ven et al. 1999). Whether this is true in collectivist societies is unclear, 

although this study found the Minangkabau SME owners had mixed values, as they 

placed importance on collectivistic values (i.e., benevolence and tradition) and on 

individualistic values     (i.e., achievement and power).  

The selection of both individualistic and collectivist values may reflect the respondents’ 

dual roles, as they are SME owners who need to innovate and also Minangkabau people 

who want to follow their customs and traditions. This suggestion is in line with previous 

studies that argued collectivists emphasise the important of families and older people 

(Michailova & Hutchings 2006). Another explanation as to why individualistic values 

were adopted in a collectivist society is that the respondents were operating in a very 

competitive economic environment. These findings reflect Hofstede’s (1980) study, 

which found economic development encouraged individualism. Intense competition in 

their markets and rapid technological change may require SME owners to accept 

individualistic values in order for their businesses to survive. 

Indonesia’s economic development in recent years has been significant (with GNI per 

capita rising from 570 USD in 2000 to 3580 USD in 2013 (World Bank 2014), suggested 

greater prosperity and increased consumption. van Herk and Poortinga (2012) found 

GNI/GDP per capita was related to individualism in Europe. Thus, increased wealth 

among Minangkabau SME owners may have more influence on their values than culture 

or history. However, respondents also valued tradition. Thus, Minangkabau entrepreneurs 

have had to find a balance between expressing individualistic and collectivistic values.  
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The question is whether SME owners from collectivist societies, such as the 

Minangkabau, can take advantage of their collectivist and individualistic values. Previous 

research has suggested SME innovation in collectivist societies can improve SME 

performance, as people in these societies are willing to work together to innovate.  

Collaboration and team work are seen as key to enhancing SME innovation in such 

societies (Rosenbusch, Brinckmann & Bausch 2011). In contrast, the qualitative study 

suggested Minangkabau SME owners had a problem with collaboration. This is an 

important issue that is discussed further in Section 6.2 and Section 6.5.  

6.2 Preference for Incrementalism 

Respondents tended to implement innovation incrementally. The mean score for 

incremental innovation was higher than it was for radical innovation (5.67 compared to 

5.20, p < 0.001). This was supported by findings in the qualitative phase. Most of the 

interviewees felt incremental innovation was the way to survive. They had to deal with 

intense competition and their instinct as business owners was to do as much as they could 

to survive. This presents the question as to whether respondents had created a sustainable 

competitive advantage for their businesses. Some had entered businesses that were easily 

to enter and exit, such as garments and restaurants. Some had come to new places, tried 

to find a protector (induak samang) and then a way to become business owners. All had 

taken risks. The objective of incremental innovation is to meet the needs of existing 

customers or markets (Benner & Tushman 2003). This is line with the Minangkabau 

entrepreneurs’ views expressed in the qualitative study, that they saw themselves as 

opportunity-based entrepreneurs and confirmed Indarti’s (2010) suggestion that SME 

owners in Indonesia typically did not have an innovation plan.  

The respondents’ tendency to implement incremental rather than radical innovation is 

consistent with previous research (e.g., Tidd 2001; Laforet 2013) that found 
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incrementalism was easier given SMEs’ size and access to resources. In the Indonesian 

context, Indarti (2010) found incremental innovation was seen as a way to deal with 

competition and was also preferred because, as has been confirmed by this study, it 

improved performance. Another possible explanation for respondents’ preference for 

incremental innovation is that the Minangkabau are part of an Islamic society. Armstrong 

(1994) suggested Islamic societies seek a balance between change and history. She 

emphasised that many Muslims wish to preserve relevant things, while taking new things 

that are more relevant (Al-Muhaafadhatu ‘alal qadiemis shaalih wal akhdzu bil jadiedil 

ashlah’ in Arabic). Some interviewees expressed their uneasiness about risk, as they 

associated risks with un-Islamic business activities and opportunities such as bribery, 

gambling, being greedy, and speculation. Indeed, Hardie and Rabooy (1991) also noticed 

a tendency for Muslim investors not to seek risk.  This may indicate prudence and 

moderation even from permissible gharar (risk), but may also indicate that the external 

environment offered things that were profitable but forbidden according to Islam.  

As was noted in Chapter Four, it seems Minangkabau business owners have a tendency 

to focus on their reputation, especially among their in-group, which indicated the 

importance of others and is reminiscent of the concept of ’face’ in Confucian culture. In 

addition, Willer (2006) has identified some typical characteristics of Indonesian people 

that may be relevant. He found some Indonesian people love to be called “boss” and 

enjoyed being respected and ‘“bossy’. This may be the case for some Minangkabau SME 

owners. Awwali (2014) found the Minangkabau liked to be the boss, as this increases the 

respect in which they are held. At least once a year, most migrant Minangkabau 

entrepreneurs visit their hometown. Regardless of their business performance at that time, 

they spend significant amounts of money on their families and the people in their 

hometown (nagari). They drive good cars to impress these people. This mentality may 
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motivate them for a while but, in the long run, it may disrupt their business activities, 

including innovation.  

As was noted earlier, Holt (1997) found self-direction and achievement were important 

to Chinese entrepreneurs and these entrepreneurs may be role models to the respondents 

in this study.  Further, having power and achievement are likely to ensure a person does 

not lose face. This also suggests values may be related to how business owners perceive 

business failure and business success. If they would feel ashamed if people knew about 

their business failure or they would be happy if people recognised their business success, 

they may choose to be careful when starting their business or when innovating, as these 

are costly and risky activities. This is in line with Bergley and Tan’s (2001) study that 

found some Indonesian and Singaporean business owners were reluctant to start a 

business if it was not seen as a sure thing. Similarly, when innovating, they might seek 

the protection of a larger company. In other words, there may be a tendency to eliminate 

risks to avoid losing face.  

Consistent with this concept of face, the Minangkabau SME owners seemed to implement 

incremental innovation because they did not want to risk failure. Radical innovation is 

more expensive and risky (Stringer 2000) and there is no guarantee such innovations will 

succeed (Cumming 1998). By implementing small and feasible innovations they felt 

secure. Perhaps they also preferred incrementalism because there was little external 

assistance to guide their innovation.  

As a preference for incrementalism may be justified, Minangkabau entrepreneurs could 

take lessons from Chinese entrepreneurs. For example, they might adopt a “me too” 

approach in which they imitate others already in the market so as to reduce business risk 

and the cost of innovation (Irjayanti & Azis 2012). They might also increase their business 

operations by establishing partnerships and trying to be more innovative (Hamdani & 
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Wiryawan 2012).  However, the Minangkabau SME owners interviewed in the qualitative 

study seemed unwilling to do these things and their values may contribute to this situation. 

For example, the negative side of power could be an unwillingness to take the necessary 

risks to innovate because failure would be humiliating.  The positive side of power is it 

gives a strong motivation to innovate.  By reducing the negative side and protecting 

themselves from failure through collaboration and the use of external assistance, 

Minangkabau SME owners may avoid becoming non-innovative SME owners.  

6.3 Innovation-Related Constructs  

The quantitative study found four innovation-related constructs played major roles in the 

Minangkabau SME owners’ innovation outcomes. These were radical innovation, 

incremental innovation, innovation implementation and having a future orientation. It 

seems Minangkabau SME owners may benefit from taking a comprehensive approach 

that included incremental and radical innovation.  This is in line with previous studies 

that found SME innovation needs to include broader improvements (e.g., McAdam et al. 

2010;  Totterdell et al. 2002), so that innovation can lead to positive outcomes, such as 

operational excellence and customer satisfaction (Simpson, Siguaw & Enz, 2006). The 

importance of innovation implementation in achieving positive outcomes (see Sawang 

2008; Sawang, Unsworth & Sorbello 2011) was also confirmed in this study. 

Incremental and radical innovation involves all significant aspects of an organisation, 

such as customer satisfaction, the use of technology and new product development 

(Damanpour 1988). Radical innovation involves offering new things to the market and 

making fundamental changes within the organisation, while incremental innovation is a 

response to the market (Tidd 2001). Future-oriented Minangkabau SME owners also 

seemed to benefit from innovation. These SME owners had short and long term plans 

based on their vision. In contrast, some interviewees reflected on the short term objectives 
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of many Minangkabau entrepreneurs, suggesting this was a real problem. It seems this is 

a challenge that must be met if Minangkabau SME owners are to develop sustainable 

innovation strategies.  

SME resilience seems to require knowledge retention through strategic managerial 

thinking (Gunasekaran, Rai & Griffin 2011) and a long-term view of change (Ates & 

Bititci 2011). This is in line with the present study, which found the SME owners’ future 

orientation impacted on innovation outcomes. Innovation is a strategy (Vanhaverbeke & 

Peeters 2005), which means Minangkabau SME owners need to be strategic thinkers who 

can interpret change comprehensively if they are to be successful innovators. 

There is a temptation to follow short term objectives. Consequently, SME owners have 

to consider their resources, business opportunities, interpretation about external changes 

and how they appropriately find the right path to succeed. The Minangkabau SME owners 

need to find a balance between short term and long term objectives. They also need to 

carefully maintain their networks (more specifically their Minangkabau networks), as 

these relationships can help their business innovation. In section 6.2, it was noted that 

resilience was important in ensuring they can implement innovation, which is costly and 

has no guarantee of success even in the long run. This is consistent with the essence of 

the SME resilience concept that emphasises the capacity of SMEs to survive, adapt and 

sustain a business facing turbulent change (Ates & Bititci 2011).  

The results from the quantitative study also suggested risk-taking was positively related 

to sales growth, while future orientation was not. This suggests the Minangkabau SME 

owners, as opportunity seekers, were willing to take some risks, as long as they give them 

quick wins such as sales growth.  However, they have to also consider medium and long 

term objectives, as these can lead to better innovation outcomes. Their task is to ensure 

sustainable sales growth, while not sacrificing their future orientation.  
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Organisational structures also played significant roles in improving internal effectiveness. 

Although organisational structures did not influence external and process effectiveness, 

this finding shows the importance of organisational structure in improving the 

relationship between SME owners and their employees; increasing employee morale and 

trust. Interestingly, a centralised, top down approach seemed to improve internal 

effectiveness. This finding is consistent with previous research that suggested 

centralisation was the most effective way to improve SME performance, as this can give 

clear directions to implement SME owners’ vision and goals and helps facilitate 

innovation (Chang, Hughes & Hotho  2011; Sheremata 2000). This finding is not 

consistent with some researchers who have argued SMEs need to decentralise, as this 

offers freedom and improves internal communication; stimulating creativity and 

improving performance (Soutar & McNeill 1993; Damanpour 1991).  

The effectiveness of the centralisation system in improving internal effectiveness 

confirms the dominant role played by the Minangkabau SME owners. This selection may 

be due to the importance they attach to power. By centralising, they can ensure their status 

and domination. In any case, a warm personal relationship would be expected between 

Minangkabau SME owners and their employees, as it is the case in Turkey (a high-

collectivist, high-power-distance culture) (Dayan, Di Benedetto & Colak 2009). In this 

case, employees may expect their organisations need clear directions to innovate, rather 

than strong personal relationships that may be a starting point for freedom and internal 

communication.  

6.4 Gender, Generation, Migration and SME Innovation 

The present study found gender did not generally moderate the relationships between the 

innovation-related constructs and innovation outcomes. The only noticeable moderating 

effect occurred in the link between incremental innovation and innovation outcomes. The 
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effect of incremental innovation on innovation outcomes was stronger for male 

respondents than for female respondents; perhaps because female Minangkabau SME 

owners had less motivation to implement incremental innovation. Minangkabau men 

might implement incremental innovation as this can give them satisfaction of seeing their 

hard work pay off. Some female interviewees explicitly indicated their understanding that 

men were still the head of the family and that they voluntarily would prioritise their roles 

in the family over their business.  An interviewee even commented that she knew many 

successful Minangkabau women entrepreneurs who voluntarily did not want to be more 

successful than their husbands.  

Other relationships in the present study were not moderated; perhaps because the 

Minangkabau are a matrilineal society in which women have more assets and do not need 

to be the primary source of family income. Male entrepreneurs are usually described as 

being economically motivated, which can support innovation (Watson & Newby 2005). 

Marlow and McAdam (2013) found women-owned businesses are frequently described 

as under-performing as most remain small and marginal. Further, they argued the under-

performing female entrepreneurs found by many researchers are a challenging myth. In 

this case, the real issue is that many women SME owners operate in lower performing 

market sectors and are more likely to own part-time or home-based businesses.   Women 

also often enter the same businesses as men (e.g., restaurants, garment and convenience 

stores-retailers). This means that, in a society in which women have the same 

opportunities, there will be few performance differences; a view supported by Watson 

(2003) and Watson and Newby (2005).  

Further, gender was not a significant control variable. It seems SME innovation in this 

case was not impacted by gender. This may be because Minangkabau women have not 

been constrained by cultural boundaries (Blackwood 2000) and have had similar 
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opportunities to men to innovate. Again, this is confirms SME innovation is not a gender 

issue in the Minangkabau. In other words, Minangkabau SME owners, whether male or 

female, have to deal with the same processes, product development, resistance and 

external issues to meet customer demand and create satisfaction.  

Previous research has suggested female SME owners are different to their male 

counterparts (Fagenson 1993; Olsen & Currie 1992, Batory & Batory 1997; McGregor & 

Tweed 2001) because such women relate more closely to others and are more concerned 

about other people’s welfare, while men are more autonomous and individualistic, often 

emphasising achievement and power (Chodorow 1990; Schwartz & Rubel 2005). Male 

entrepreneurs are usually described as being economically motivated, which can lead to 

greater innovation (Watson & Newby 2005).  The present study provides a new 

perspective that suggests, regardless of such differences, innovation effectiveness was not 

impacted here.  

Some previous research has suggested female SME owners are as innovative as men when 

they have equal opportunities (Menzies, Diochon & Gasse 2004; Halkias et al. 2011). 

More specifically, Halkias et al. (2011) found no or few significant differences between 

male and female business owners or managers after they had successfully started an 

enterprise in Nigeria. Similarly, Minangkabau women seem to be as innovative as 

Minangkabau men as they do have the same opportunities after start up, although the 

qualitative phase of this study suggested they may have more difficulties in the start-up 

phase. The problem is not a cultural issue but, rather, their access to capital and their lack 

of ambition to pursue high-growth options. 

Traditionally, as they live in a matrilineal society, Minangkabau females are not 

responsible for providing funding for the family.  However, they may start a business to 

help her husband or extended family or because they want to express themselves; 
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something not constrained by Minangkabau culture. This does not mean Minangkabau 

females are better than Minangkabau males.  Marsh (2012) suggested a tendency for men 

to be women’s protectors is a traditional Muslim value. In the Minangkabau, women are 

still protected by men and, in extended family gatherings; women tend to be good listeners 

(Awwali 2014). While they are not responsible for the family’s income, there is no 

prohibition on women having their own income. While Minangkabau female business 

owners may have less motivation to pursue high risk innovations, they have the freedom 

to run their businesses as they wish, as they are not required to be their family’s 

breadwinners.  

Besides generation and gender, migration was also examined in the present study. 

Previous research suggested migration was positively related to innovation (Hausman 

2005; Aldrich & Waldinger 1990). This was not the case in the present study. There may 

be two reasons for this. First, migration is a normal Minangkabau activity, so may have 

less impact in the present research context. Second, whether migrating or not, SME 

owners have to deal with the same business start-up issues, such as finding working 

capital.  Consequently, migration does not play a role for this group.  

 

6.5 Dealing with the External Environment 

One of the notions in the present study was that intense competition would improve 

Minangkabau SME innovation. It was expected pressure from such an external 

environment would improve innovation outcomes. The external environment was 

evaluated by asking about the market’s innovation climate and the nature of external 

change and competition. It was surprising that, while most participants confirmed they 

faced intense competition, this did not seem to influence innovation outcomes. This did 
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not support Hausman’s (2005, p. 777) suggestion that “small businesses operating in 

competitive environments will be more innovative than firms operating in oligopolistic 

environments.”  

Although government policies and regulation were expected to be crucial in improving 

innovation outcomes (Trott 2007), the Minangkabau SME owners did not seem to have 

great expectations about government assistance and were not supported by the 

government when implementing innovation. A possible explanation is that Minangkabau 

SME owners felt the external environment was beyond their control and that their 

complaints would not change the situation. Minangkabau migrant entrepreneurs are 

resilient business people and do not seem to rely on the innovation climate to innovate. 

The idea of resilience emerged from this study. Previous studies have suggested intense 

competition leads to be more innovative and resilient SMEs (Salavou, Baltas & Lioukas 

2004). The present study, however, suggested Minangkabau SME innovation requires 

resilience first; supporting Gunasekaran, Bharatendra and Griffin’s (2011) argument that 

resilience should be viewed as adaptability, responsiveness, sustainability and 

competitiveness in dynamic markets.  

 

Waldinger et al. (1990) found migrant entrepreneurs often worked hard and creatively in 

new places. Most of the interviewees confirmed that they did not allow the external 

factors to inhibit their innovation and that this was a key to their survival. This was seen 

as a huge task, as their problems were not a lack of business ideas and creativity; rather 

difficulties in implementing innovation occurred because they felt there were not 

competitive in their market.  
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Overall, the impact the external environment had on innovation outcomes was not great; 

a finding in line with Ratam’s (2003) suggestion that innovativeness in Indonesia’s SMEs 

was more dependent on their internal culture than on other factors such as the government 

or business networks. Van Geenhuizen and Indarti (2005) have argued interactions 

between Indonesian SMEs and external parties is not well developed, which seems to be 

the case for the Minangkabau SMEs questioned in this study.  

6.6 A Summary of Chapter Six 

Based on qualitative and quantitative findings reported in Chapter Four and Chapter Five, 

this Chapter discussed five important findings. First, the Minangkabau SME owners had 

a mixture of collectivist and individualist values.  Interestingly, those who saw power as 

important were more likely to have a future orientation and undertake radical and 

incremental innovation. Secondly, the Minangkabau SME owners who responded prefer 

incremental innovation; an approach that seemed to be related to perceived risk and to 

Minangkabau cultural values.  

Third, some innovation-related constructs impacted on innovation outcomes (i.e., future 

orientation, innovation implementation and radical and incremental innovation). This 

suggested that, in order to benefit from innovation, Minangkabau SME owners need to 

implement a comprehensive innovation approach (radical and incremental innovation), 

be resilient (enter the innovation implementation stage) and to have a clear vision and 

goals (future orientation). Fourth, gender, generation, and migration did not influence the 

SME owners’ innovation.  Fifth, it is a bit surprising to see that Minangkabau SME 

owners did not identiy competition and innovation climate as key points to innovate their 

businesses. Sixth, the qualitative phase suggested the Minangkabau owners needed to 

trust each other more and make more use of their business networks.  
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CHAPTER 7 

CONCLUSIONS AND RECOMMENDATIONS 

7.0 An Overview of the Results 

The present study sought to answer the following four research questions: 

1. How do Minangkabau small business owners understand and practise 

Minangkabau values and business innovation? 

2. Are there relationships between Minangkabau SME owners’ innovativeness, 

administrative reform, implementation, radicalness, Minangkabau values, 

competition and changes (innovation-related constructs) and their innovation 

outcomes? 

3. To what extent do generational and gender differences and merantau 

(voluntary migration) influence these relationships 

4. Are there relationships between SME owners’ values and the innovation-

related constructs? 

These research questions were addressed through undertaking a qualitative study of 27 

Minangkabau SME owners and a quantitative survey of 400 Minangkabau SME owners. 

The first question was examined using data collected in the qualitative phase. Five 

understandings relating to this research question emerged from the analysis of the 

qualitative interviews, namely:  
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1. Incremental innovation is seen as a way to survive. 

2. There were unresolved conflict between individualists and collectivists. 

3. Innovation is seen as part of short-term approach to doing business.  

4. Gen Yers are young, passionate and independent entrepreneurs.  

5. Minangkabau values serve as an identity, a pride and a protector. 

These five understandings reflect the processes of being entrepreneurs experienced by the 

interviewees and the emergence of a new generation of Minangkabau SME owners. Most 

interviewees expressed a preference for incremental innovation and it seemed 

Minangkabau SME innovation was influenced by incrementalism and short-term 

perspectives. These perspectives were reflected in their criterion for business success, as 

they noted the importance of other people’s views of their reputation. Interviewees also 

expressed a strong identity with being ‘traders’ who focused on quick cash, rather than 

on long-term investment. This suggests the need for a word of caution, as short-term cash 

flow may be a useful temporary motivation but could disrupt long term business 

strategies, including innovation. 

Two understanding of Minangkabau SME innovation emerged from the qualitative 

findings that counterbalance the pragmatist side of Minangkabau entrepreneurs. First, 

Minangkabau values seemed to play a major role in shaping the interviewees as 

individuals. Islam and adat (Minangkabau custom) are two sources of Minangkabau 

values. Humility, sincerity, sharing and charity and the concept of halal (permissible) and 

haram (forbidden) are some of the essences of Islamic values. Indeed, one interviewee 

commented that he stayed away from bribery even though this decision reduced his 

chance to win business. He sacrificed his pragmatism (profit seeking) to follow his belief 

in a clear division between halal and haram. In contrast, Minangkabau values did not 
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seem to influence interviewees’ innovation outcomes. Considering the strong link with 

their Minangkabau origins and values that motivate them to become successful or 

wealthy, it was expected that Minangkabau values would have a strong positive 

relationship with innovation outcomes. Islam, as the essence of the Minangkabau values, 

may be interpreted differently when dealing with innovation and business in general. As 

a person, they are Minangkabau. However, SME innovation is more related to practical 

issues, such as when and how innovation can be implemented given time and money 

constraints. 

Finally, findings from the qualitative study suggested the emergence of a new generation 

of Minangkabau entrepreneurs who are young, passionate and independent. The Gen Y 

interviewees differed from other generational cohorts in that they were better educated 

and had better skills. This cohort did not identify themselves with Minangkabau 

terminology. Rather, they spoke more about universalism values, ethical behaviour and 

fairness. 

Research questions two; three and four were examined through a quantitative survey of 

Minangkabau SME owners. A number of innovation-related constructs were expected to 

affect innovation outcomes (i.e., organisational structure, future orientation, risk-taking, 

radical innovation, innovation implementation and incremental innovation, Minangkabau 

values, innovation climate and external changes and competition). This phase of the study 

found radical innovation, innovation implementation and incremental innovation, as well 

as future orientation, affected innovation effectiveness (internal, external and process), 

while centralisation had a strong positive influence on internal effectiveness. 

The power value type was important to innovation, as it was significantly and positively 

linked to three of the innovation-related constructs (future orientation, radical innovation 

and incremental innovation), while stimulation was related to radical innovation and risk-
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taking. Power values have been linked with social status and prestige and a need to 

control, which are somewhat different from achievement values that emphasise 

competence and independence (Schwartz et al. 2001). These results suggest Minangkabau 

entrepreneurs may pursue social dominance rather than conformity.  Successful but short-

term innovation may serve that purpose and wealth can elevate their social status. The 

problem is that social dominance as a motivation may reduce openness to change. 

Complacency may result from pursuing short-term objectives in the search of dominance 

and social status. 

Research question three focused on whether gender, generation and migration influenced 

the relationship between the innovation-related concepts (organisational structure, future 

orientation, risk-taking, incremental innovation, radical innovation and innovation 

implementation) and the innovation outcomes (innovation effectiveness). To some extent, 

gender, generation and migration represented social changes that reflect Indonesia’s 

recent history as an emerging economy. It was found that gender, generation and 

migration did not moderate many of the links between innovation-related constructs and 

innovation effectiveness. However, gender did moderate the effect incremental 

innovation had on innovation outcomes, as the effect was stronger for male respondents. 

In this case, men may be more highly motivated to innovate and be more resilient as they 

have more responsibilities in Minangkabau society. The present study also examined 

whether migration, gender and generation influenced these relationships as control 

variables, but none were statistically significant. Additionally, Minangkabau SME 

owners did not identiy competition and innovation climate as key points to innovate their 

businesses. Finally, the impact the innovation-related constructs had on sales growth was 

also examined. It was found that risk-taking increased sales growth for the Minangkabau 

SME owners who had responded, while future orientation seemed to decrease their short 

term sales growth.  



219 
  

 

The present study examined Minangkabau SME owners’ subjective views of their 

innovation. For example, most respondents claimed they had implemented radical 

innovation as well as incremental innovation. If the parameters for radical innovation 

were its newness to industry, most of the innovations implemented would not be 

categorised as radical. Rather, the use of the term radical innovation by respondents may 

have indicated newness to them. Tidd, Pavitt and Bessant (2001) argued the degree of 

change in innovation is relative and reliant on the perspective of the firm. However, it is 

still important for Minangkabau SME owners to be open-minded and not complacent. 

They need to find business opportunities wherever they are, as some may be able to run 

a more profitable business than the business they have today if they do so. 

Entrepreneurs have been identified through a range of behaviours such as being 

innovative (Schumpeter 1934), opportunity seekers (Shane 2000), risk takers (Frederick, 

Kuratko & Hodgetts 2006) and future-oriented (Yadav, Prabhu & Chandy 2007). The 

Minangkabau SME owners interviewed and survey did report such entrepreneurial 

behaviours. The present study identified entrepreneurs among Minangkabau business 

owners as being those who were future-oriented, resilient and successful in implementing 

innovation, either radical or incremental. In other words, they were strategic thinkers and 

fighters. However, they also need to be more reflective because they need to deal with 

some problematical situations. For example, it was found risk-taking was positive for the 

short-term, while future orientation had positive effects on innovation outcomes. Perhaps 

Indonesia can improve economic growth by promoting innovation in SMEs using insights 

from this study that suggest how SME owners might transform themselves into 

entrepreneurs.  
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The present study found the external environment and social changes did not influence 

SME innovation; suggesting SME owners do not have to rely on external actors to 

innovate or that they simply have no access to appropriate support. SME owners may see 

competition, instability and a lack of infrastructure as common challenges in Indonesia 

and expect to deal with these issues as business owners.  

7.1 Limitations and Future Research 

The present study focused on Minangkabau SME owners’ values and SME innovation. 

The Minangkabau have long been regarded as a source of Indonesia’s entrepreneurs. 

However, Indonesia has many ethnic groups and comparisons and more exploration of 

other ethnic groups would enrich our understanding of SME innovation in Indonesia. 

Some interviewees compared Minangkabau entrepreneurs and Chinese entrepreneurs and 

comparative studies of these two ethnic groups are needed. Chirot and Reid (1997) argued 

ethnic Chinese minorities have similarities to other economically successful minorities, 

such as the Jews in Europe. Minangkabau minorities in other cities in Indonesia may have 

similarities to these minorities. However, it is essential to have more detailed comparisons 

between the Minangkabau and Chinese minorities in West Sumatra and Indonesia. For 

example, while the present study found there was a trust issue in Minangkabau SME 

innovation, Dieleman (2007) found Chinese entrepreneurs in Indonesia relied on trust and 

quanxi (networks), especially in their initial stages and when expanding markets. Perhaps 

Minangkabau SME owners expected more from their Minangkabau networks in terms 

long-term collaboration, even though, as was explained in Section 6.5, they prefer to be 

single fighters rather than team workers. 

It would also be useful to examine migrant entrepreneurs from Minangkabau who operate 

outside Indonesia, as there are Minangkabau entrepreneurs running t businesses abroad 

(e.g., in Malaysia, Australia and Singapore and some European countries). In addition, 
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although this study included Minangkabau migrant SME owners in highly competitive 

environments, they are still conducting their business in majority Muslim environments. 

Being a minority may result in different results because minority status may be crucial in 

driving some entrepreneurial behaviour (Gupta et al. 2013). Future research should 

analyse Muslim entrepreneurs’ values in different value systems in which they are 

minority, as, by doing so, cultural adaptation can be better explored. 

In an Indonesian context, this is a critical time to renew interest in ethnic entrepreneurship 

and family business issues. Comparisons between the Minangkabau and the Madurese 

and the Bugis should be undertaken, as these are also migrant societies. Most 

Minangkabau SME owners, whether migrant or non-migrant, operate family businesses. 

Combining SME innovation research with family business research and ethnic 

entrepreneurship opens up therefore additional potential research into innovation and 

succession issues in SME family businesses in Indonesia. In addition, the present study 

suggested resilience is an important issue in the successful implementation of innovation. 

Further research is needed to examine the relationship between resilience and innovation 

in more depth. 

A further analysis of the impact of ethnicity would improve our understanding of SME 

innovation in Indonesia. Each ethnic group could potentially give different perspectives 

about SME innovation that would add to our understanding. Indonesians generally have 

a strong link with their ethnicity and Warnaen (2002) argued that some ethnic groups 

have different characteristics that may support entrepreneurship. For example, the 

Minangkabau are known for running services, retailing, food and garment businesses, 

while the Bugis from South Sulawesi are an ethnic group that have traditionally been 

strong in fishing. Using ethnicity may be an appropriate way to develop targeted policies 

in different regions and industries in Indonesia. As most are collectivist societies, their 
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people have different characteristics than the owners of SMEs in developed nations. 

Indeed, the present study found some aspects that differentiate Minangkabau SME and 

Chinese entrepreneurs, although both are from collectivist cultures. Indarti (2010) has 

suggested SME owners in Indonesia, and in emerging economies more generally, have 

different characteristics than SME owners in the developed world. Previous research has 

recommended SME owners in developing countries should take lessons from SME 

owners in developed countries, especially as there is considerable information about 

SMEs in the developed world (Radas & Bozic 2009).   However, the present study 

suggests there are differences.  Thus, undertaking more research on SME innovation in 

emerging economies, such as Indonesia, is likely to make our understanding of SME 

innovation more complete.  

Some of the present findings, such as the impact business competition has on Muslim 

entrepreneurs and the lack of trust in a devoted Muslim society, need to be further 

explored. Additional research is also required to gain a better understanding of the types 

of innovation SME owners undertake. This study sought to examine Minangkabau SME 

innovation in general. An emphasis was placed on innovation among the Minangkabau 

who typically operate in retail, restaurants, education services, handicrafts, and food 

industries. Further research is needed to analyse SME innovation in other and specific 

industries that are important to the Indonesian economy, such fisheries and tourism. 

The present study attempted to link innovation, personal values and a number of 

sociocultural constructs. Due to the scope of the research and time and budget constraints, 

it was not possible to include other factors that might impact on SME innovation, such as 

religiosity, trust and organisational values. Further research is needed to examine the 

influence these and other factors have on SME innovation.  
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7.2 Implications 

Knowledge about SME innovation is important for creating effective strategies and 

appropriate SME innovation policy. As was noted in Chapter One, Indonesia needs to 

improve its SME innovation policies. In order to do so, it is important to identify the real 

problems in Indonesia’s SME sector. The subsequent list of problems in the Indonesian 

SME sector is based on the findings of the present study and on previous research:  

1. Overall, Indonesia has many micro and SME owners, but only a limited 

number of innovative SMEs. 

2. One of the main problems for improving SME innovation is that many of 

Indonesia’s SMEs lack the capability to innovate as they have limited access 

to resources and external assistance. 

3. The Minangkabau, who have long been recognised as a source of 

entrepreneurs in Indonesia and proudly identify themselves as the 

Minangkabau wherever they are, are now dealing with greater challenges 

when they wish to improve their innovation. 

4. Most Minangkabau SME owners operate in the service and retail sectors, 

and have established networks that can be used to strengthen their positions 

in these sectors. 

5. However, Minangkabau SME owners cannot rely on their networks to 

support SME innovation at present. 

6. Minangkabau SME owners generally take a short-term perspective to 

innovation and concentrate on incremental innovation. 
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7. Business competition is intense for both migrant and non-migrant 

Minangkabau SME owners, although the innovation climate does not seem 

to directly affect their innovation. 

7.2.1 Managerial implications 

The findings of the present study were examined understand their implications for 

practitioners. Subsequent sections describe these practical implications. 

1. It is important to implement a full, comprehensive innovation 
program and not to take a partial approach to SME innovation 

Minangkabau SME owners questioned in this study were involved in the day to day 

running of their business. In order to improve innovation outcomes they need to 

strengthen their internal environment and pay greater attention to their external 

environment, especially customer satisfaction. They need to focus on selecting 

appropriate employees who are trustworthy and will support collaboration within the 

organisation. This will help improve organisational flexibility and autonomy, allowing 

the SME owners to focus on more strategic decisions. Customer engagement and 

customer satisfaction would also benefit from this approach.  

2. There is a need to balance short-term and long-term 
objectives 

Those with a future orientation take a long-term perspective and set long-term objectives. 

While a short-term perspective is also required because SMEs need to generate cash flow 

to survive, a longer-term orientation is needed if SMEs are to create sustainable 

competitive advantages. They need to define their position and strengthen it, or reposition 

if their position cannot be defended. For example, in ready-to-wear retailing, which is a 

common business among the Minangkabau, it is important to be efficient. However, to 

win the market, SME owners need to focus on the segments they can realistically serve 
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in the long term, both online and in bricks and mortar stores. They may also need to think 

about their brands and find ways to promote these brands with a limited budget. 

 

3. Promote innovation-value fit within organisations 

Minangkabau SME owners need to be aware of their own values and their current and 

potential employees’ values, although they also need to also consider employees’ skills 

and capabilities. Further, SMEs that have formal structures can delegate jobs based on 

employees’ values and skills. For example, the present study suggested a need to have 

someone who places importance on power. Such a person would help accelerate 

successful innovation. One interviewee explicitly mentioned that he planned to see a 

professional from outside the family become his successor. He needed someone who has 

similar characteristics, as he worried about leaving his SME without continuity. Another 

example is that, because having a future orientation can be useful when innovating, 

Minangkabau SME owners need to find people who have value achievement and self-

direction, as they may be interested in a position that deals with the future, such as 

planning or budgeting. 

4. Become future-oriented with a clear direction 

The present study found the importance of future orientation as a representative of SME 

owners’ innovativeness. Some employees may have different expectations and 

understanding about what the owners think and expect from them. For this reason, it is 

important for SME owners to be future-oriented and demonstrate such a perspective 

clearly to their employees.   
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5. Minangkabau SME owners need to consider diversity 

While young SME owners did not necessarily undertake more successful innovation than 

older generations, the present study did find generational differences. Younger SME 

owners appeared to be more independent, while older SME owners had knowledge, 

experience and wisdom. Thus, combining generations in an SME may have some 

advantages for innovation. The transfer of knowledge, including tacit knowledge or 

intergenerational learning, would ensure there is greater likelihood of success when 

innovating. 

Another diversity issue is the origin of employees. One SME owner commented that he 

preferred employees from outside West Sumatra who were loyal and more easily 

managed. This may indicate a lack of trust and concerns about the loyalty of Minangkabau 

employees.   However, some interviewees clearly stated that, in the past, they had been 

supported by a Minangkabau ‘induak samang’ (protector) in rantau. They felt they also 

needed to follow that path; selecting Minangkabau employees. However, this approach 

may be counterproductive in the long run, as employees should be selected based on their 

skills and capabilities. A mixture of Minangkabau and other ethnic groups with different 

values and characteristics may well create a balance SMEs need to innovate successfully. 

6. Market Expansion and Positioning in a competitive environment  

The present study suggests migration did not impact on SME innovation and that 

successful innovation implementation does not depend on an SME’s location. 

Minangkabau SME owners cannot rely on their ‘first mover advantage’ in marketplaces, 

as was the case in the past when Minangkabau migrants started restaurants and garment 

manufacturing firms.  Two decades ago, Minangkabau SME owners were dominant 

players in ‘Tanah Abang’ (located in Central Jakarta), which was one of the biggest 
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textiles and apparels trading centres in Southeast Asia. However, they are now less 

influential; not only because there are more businesses in this market, but because 

competitors (retailers) are mostly vertically integrated and have strong import ties with 

China.  

This is a moment for Minangkabau SME owners to redefine their businesses. They need 

to implement differentiation and focus strategies. They may need to enter new markets, 

such as middle class markets, or focus on niche markets, such as consumers who love 

traditional Indonesian garments. They might also create their own websites so as to 

become e-commerce players as well as bricks and mortar retailers. Minangkabau SME 

owners cannot be complacent and must be open to new ideas given the greater 

competition they face. 

7. Honesty and Consistency to build Trust and Minangkabau Networks 

Business partnerships are a crucial issue for Minangkabau entrepreneurs. The present 

study found distrust and individualism had become barriers to established Minangkabau 

networks. As a result, Minangkabau SME owners who want to establish networks are 

likely to have difficulty.  They may need to demonstrate to the community that they are 

honest and trustworthy if others are to join them. 

8. SME owners need to proactively seek external assistance 

The Minangkabau SME owners who participated in the present study viewed their 

businesses as isolated entities. Although some of the SME owners recognised that they 

needed external assistance, they rarely sought it out.   Such owners need to compile a list 

of their needs to improve their organisations and communicate these needs to those who 

can help. Unfortunately, they may not feel they have access to this type of assistance, 
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suggesting there is a real need for policy makers to develop programs to communicate 

with such SME owners, perhaps through established networks. 

 

7.2.2 SME policy implications of the present study 

In Chapter One, it was argued empirical research was needed provide the information 

needed to develop effective SME innovation policies. Promoting entrepreneurship and 

innovation is an important government agenda in Indonesia and the findings from this 

study give some insights into how the government might improve the effectiveness of 

existing innovation policy and create appropriate new SME innovation policies. The 

following subsections describe seven policy implications that emerged from the study 

that might improve SME innovation policy in Indonesia.  

1. Proactively Seek and Develop Entrepreneurs 

One of the Indonesian Government’s main hopes is to increase the number of 

entrepreneurs, not necessarily SME owners. This can be done by selecting and training 

new and existing SME owners who have the potential to innovate. Stakeholders, such as 

the Government and universities (especially business schools) have organised Business 

Plan Competitions to identify potential entrepreneurs. This is a good approach, as more 

new ideas can be introduced into businesses by enthusiast future entrepreneurs. What is 

lacking is that those who organise the competitions do not proactively search out 

entrepreneurs. In order to effectively target potential entrepreneurs there needs to be a set 

of criteria against which to evaluate applicants. First, organisers need to evaluate people’s 

personal characteristics, such as their motivation and resilience. Second, potential 

entrepreneurs need to be able to demonstrate that they have the ability to engage in short 

and long term planning. Third, the focus of planning competitions should be on 
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developing businesses that can exploit regional potential. For example, West Sumatra has 

sea, lakes and fish cages, which could potentially produce fish-based products for which 

there is high demand. Designing business planning competitions around fisheries would 

be an effective way to generate business in this sector. Finally, as can be seen in Figure 

7.1, all of these activities should involve stakeholders, as they have resources. For 

example, a university has knowledge, the government is a regulator and facilitators and 

investors have funds. 
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Figure 7.1 A Framework for Fostering SME Innovation 

The purpose of the framework presented in Figure 7.1 is to generate more innovative 

micro and small businesses. To do so, stakeholders (government, universities and 

investors/philanthropists) need to work together to select and train people (students and 

graduates) who want to participate and have the relevant potential skills to share with 
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micro and small businesses. The process through which SME innovation can be fostered 

using this collaborative approach is detailed in Figure 7.2 and Figure 7.3. 

 

Figure 7.2: Detail of an SME Innovation Program 
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Figure 7.3: New Entrepreneur Creation 

There are three important elements in this programme. First, students and graduates are 

expected to have basic communication skills and relevant technical skills that can be 

further developed to help SME owners. Second, facilitators (academic, government 

officers and investors/philanthropists) can take the roles of motivators and mentors. Third, 

the programme requires the participation of existing SME owners who are willing to 

change and to innovate. Those three elements can lead to many possibilities. Mergers 

among small businesses that have similarities or complementariness might be an 

acceptable option, as long as the outcome is a more viable business and, more importantly, 

is accepted by SME owners.  

Cooperative business structures are also an option. Cooperatives are built on a sense of 

togetherness. Farmers, small traders and fishermen can work together to pursue a 

cooperative’s mission while they retain their dignity and status as owners of their own 

businesses. Of course, other options, including restructuring SMEs’ organisational forms, 
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expanding into new target areas and repositioning, are still open. In other words, the ‘wind 

of change’ should be reasonably assessed and regarded as fulfilling mutual needs while, 

at the same time, remaining relatively free from conflicts of interest. 

Second, as can be seen in Figure 7.3, the entrepreneurship programme framework also 

includes new entrepreneur creation activities. Potentially innovative owners and new 

entrepreneurs should be identified, selected and assisted. The programme also includes 

stakeholders as selectors and trainers. It is expected that those who join these programmes 

will be nascent entrepreneurs; people with bright ideas and a commitment to enter the 

business world as well as owners who are potentially capable of expanding their 

businesses. All of them should be operating or be considering starting businesses based 

on innovation or regional economic potency. In West Sumatra, for example, 

entrepreneurs producing agricultural and fisheries based products might be encouraged. 

While there is a sequential process to creating entrepreneurs, there is no guarantee that 

the suggested entrepreneurship programme framework can reach its objectives. It is 

expected that selecting and mentoring future entrepreneurs can be completed in three to 

six months. However, it is unclear whether future entrepreneurs can create profitable and 

sustainable businesses. Business is uncertain and failure is sometimes unavoidable. The 

essence of the entrepreneurship programme framework is to increase the possibility of 

creating entrepreneurs by selecting, mentoring, assisting and evaluating potential 

entrepreneurs. If the right people are selected and assisted, it is expected they will perform 

better.  

The essence of the framework proposed is that there should be a systematically holistic 

approach to external intervention within small enterprises and among nascent 

entrepreneurs so as to facilitate innovation. These businesses need skilled outsiders to 

assist them, communicate with them, and give them added value; hopefully improving 
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performance. The relationship between the outsiders and the SME owners should be 

mutually beneficial and respectful.  

The next stage will be to develop a short-term and a long-term plan, to, for example, 

achieve business consolidation such as mergers among different business units and 

cooperative based businesses. In term of developing nascent entrepreneurs, the idea is to 

select, train and give an opportunity to those who embrace relevant personal values, such 

as openness to change, self-confidence, honesty and high commitment to innovation. This 

will ensure the new ventures can be more productive than existing small enterprises. This, 

in turn, will benefit society as a whole. 

 

2. Incentives for Business Partnerships 

The present study found business partnerships were important if SME innovation is to be 

improved. Accordingly, it is crucial to give incentives to existing SMEs to develop 

appropriate business partnerships. These can come in various forms, such as joint 

ventures, mergers or cooperative ventures. The new partnerships should have more 

resources, be more efficient and complement each other. Governments might offer some 

incentives to achieve such outcomes, such as access to funds, tax reductions or 

opportunities to participate in exhibitions so as to assist market expansion. 

3. Introduce Social Entrepreneurs 

Much of what is being suggested requires social entrepreneurs who work in teams or 

individually to transform society and who remain resilient during the process. Social 

entrepreneurship is about creating social value by finding and exploiting appropriate 

opportunities (Mair & Marty 2006). Zahra, Newey and Li (2014, p. 143) defined social 

entrepreneurship as the ‘recognition, formation, evaluation, and exploitation of 
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opportunities to create new businesses, models and solutions with a focus on achieving 

blended value’, which includes financial, social and environmental value.  

One of the most famous examples of a social entrepreneur in modern times is Muhammad 

Yunus from Bangladesh. He inspired the world with his efforts to empower people in 

poverty, to believe in them, to give them respect and to see them as assets rather than 

liabilities. As an intellectual who could have been very ‘ivory tower’ oriented, he 

transformed himself into a ‘down to earth’ social entrepreneur. Social entrepreneurs play 

a role in filling the gap in implementing SME innovation. They can be facilitators who 

link SME owners with external actors who can help SME innovation. They can also 

develop help short term and long term strategies for SMEs. 

Policymakers can promote social entrepreneurship in nagari (that represent Minangkabau 

values at the lowest level of administration) by selecting appropriate social entrepreneurs 

and funding their programmes. These social entrepreneurs can identify SMEs’ problems 

and offer solutions. Each nagari is likely to have distinctive SME problems and strengths, 

but some nagari could become growth centres and SME owners, together with social 

entrepreneurs, could become key drivers for regional growth. 

This approach is supported by some experiences in other places. Australia, for example, 

had small business advisory programmes that help SME owners formulate marketing and 

business strategies. Sawang, Parker and Hine (2014) found the introduction of such 

practice-based approaches improved innovation outcomes. The most noticeable 

difference is that the small business advisory programme was a several day workshop 

with follow-up sessions up to one year after the workshop. Due to Indonesia’s structural 

problems, social entrepreneurs in Indonesia would need to work with SME owners on a 

daily basis to create systems, introduce technology and help the SMEs gain access to 

financial support, if this is required.  
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4. Facilitating Meetings in rantau and in ranah  

The present study found SME owners do not have to migrate to successfully implement 

and benefit from innovation. However, the migration tradition has created considerable 

capital accumulation outside West Sumatra. Further the study also found Minangkabau 

businesspeople in rantau are still emotionally and culturally connected with their 

Minangkabau origins. As a result, Minangkabau migrant entrepreneurs can play a role 

helping SME owners in West Sumatra innovate. They can act as advisors and investors 

or they can set up joint ventures. While such activities need to be arranged on a case-by-

case basis, it is likely the Government will need to facilitate meetings or discussions to 

make this happen; as there has only been sporadic intervention from the migrant 

entrepreneurs in the past. Many visit their hometowns and are often generous with their 

in-group, but this approach will not last long, as the younger respondents are less 

connected. Many focus on their own nagari and do not consider links with other nagari, 

which is unfortunate as such links would improve the chances of successful innovation. 

The provincial government of West Sumatra needs to consider ways to facilitate such 

links being developed. 

5. Promote Islamic Economics 

As was noted earlier, there is a segment of devoted Muslim Minangkabau who want to 

implement Islamic values in their business activities. By promoting sharia banks, sharia 

cooperatives and joint ventures that use sharia schemes, they may be encouraged to invest 

their money and/or to join the Minangkabau networks. 

6. Taking a Progressive Approach to Enable SMEs to Enter Networks 

 The Ministry in each province has an office; some of which have been used to exhibit 

local SMEs’ products. There is a need to develop additional ways to profile potential 
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SMEs and give more details about local SMEs’ problems, potential and visions. These 

detailed explanations would give outsiders, such as suppliers and large enterprises, ideas 

about how to connect and work with them. Thus, some SME owners may be able to 

identify that they need help with packaging and product designs and companies with such 

expertise may be interested in working with them; a suggestion made by Lee et al. (2010), 

who believed this could be an effective way to facilitate network development. 

 

7.3 A Brief Summary of Findings and Implications 

There are some interesting findings in the present study that can contribute positively to 

SME innovation research especially in an emerging economy with significant social 

changes. It seems that Minangkabau SME owners prefer incrementalism as they rather 

focus on reputation which may lead to reduce their capability to innovate in the long run. 

Accordingly, they embrace power value type. It was also found that Minangkabau SME 

owners were not able to fully benefit from abundant business opportunities. This is a huge 

challenge for these SMEs as they will deal with a higher level of business competition in 

the near future. For these reasons, the present study offered some recommendation. First 

and foremost, Minangkabau SME owners need to proactively seek some assistances from 

external players. At least, they need to find someone or a group that can connect them to 

those who can help them. Minangkabau SME owners also need to find a balance between 

reputation and busines innovation as the latter may not result in high profits in the short 

run. Selecting qualified human resources and preparing professional business successor, 

to name a few, are some examples of activities that show their willingness to adapt with 

new cultures. Additionally, Minangkabau SME owners need to build business 

partnerships that can enhance their scale of businesses and this can be started from 
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Minangkabau networks. This is important as their competitors in the near future are 

expected to be bigger as well as efficient business organisations.   

7.4 Concluding Comments 

Minangkabau SME owners are opportunity-based business owners. They innovate 

because they think they have no better option when competing with other SMEs. They 

tend to undertake incremental innovation as a way to obtain the benefits of innovation 

implementation in a less risky way. Minangkabau values have contributed to this business 

strategy.  

The present study into Minangkabau SMEs was itself a journey examining the real world, 

rather than technicalities, and to see how humans react to this world. Being a 

Minangkabau SME owner is like driving a car or motor cycle in a traffic jam in Jakarta. 

Most people have at least a cheap motor cycle with which to commute because they do 

not expect convenient and reliable public transport in the near future. On the street, drivers 

need to make decisions based on the current situation, rather than relying on the traffic 

system, as they do not trust the system. Resilience is needed until they find a way out of 

the gridlock. However, they must also reflect on this situation for the long-term. Perhaps 

driving a bigger car with people going to the same destination would be a better option 

or they might be able to better trust the system if improvements are made. 
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 APPENDIX A- AN INTRODUCTORY LETTER FROM BK3AM  
 

COORDINATING BODY OF MINANGKABAU SOCIETY 
AND CULTURE (BK3AM) 

 

LETTER OF RECOMMENDATION 

                NO. 002/SRT/BK3AM/XII/2012 

Dear Minangkabau SME owners in Jakarta 

We hereby would like to let you know that: 

1. Donard Games, who is a researcher from Andalas University, Padang-West Sumatra, is 

currently conducting a research as a PhD candidate at The University of Western 

Australia Business School.  

2. He is now conducting research related to Minangkabau SME owners in ranah (West 

Sumatra) and rantau (outside West Sumatra). For this reason, he needs respondents to 

fill in questionnaires. He asked BK3AM Jakarta to help him to connect him with some 

Minangkabau business people in Jakarta 

3. You will be contacted directly by Donard to be surveyed or interviewed  

4. Regarding the survey and interview, this letter is given to Donard as a letter of 

recommendation. This letter is not linked any monetary donation or other inducement.  

5. Thank you for your help. We wish that many Minangkabau can attain postgraduate 

study to the glory of nation and religion.  God Willing. 

Jakarta, 12 December 2012 

BK3AM JAKARTA  

Committee  

DR ZULFAHMI BURHAN, SE., MM   H. AMRI AZIZ., M.Sc 
  

  

 

DT. RAJO BAGAGAR     General Secretary 

 Chief of BK3AM 
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An Introductory letter from BK3AM (Bahasa Indonesia version) 
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 APPENDIX B – CODING SCHEMA FOR THE INTERVIEWS 

DATA 
 

 

Minangkabau SME Innovation                                                     Sources Number of Coding       
            References 

     

                   competition 

   Chinese entrepreneurs   2            11 

   easy to enter & exit the market  2              5 

                                        intense competition   2  4 

      big market   2            10 

  many competitors  2  4 

       regional autonomy  2              4 

 

                   difficulties        2  1 

   demanding customers   2  2  

   funding     2  2 

   human resources   1  1 

   a lack of focus    1  1 

   no partnership    2  7 

                    employees      2            10 

   Minang v non-Minang workers  1  1 

   professional managers   1  6 

   profit-loss sharing   1              4 

                   gender      2            24 

   Females SME owner’ innovation 2            11 

   Males SME owner’ innovation  2            15 
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             generation             2  40 

           Baby Boomer          2                5 

           Gen X           2  14 

           Gen Y                                                       2  30 

                                                                           independent          2  15 

          education          2    3
  

          incrementalism         2    6 

          perceived risk         2    3 

               self-confidence         2   12 

 

                                         growth             2   11 

          market growth          2     8 

           sales growth          2   11 

                    Islam             2   16 

           a way of life          2     6 

           fairness           2     6 

           protector                         2     5 

           sharing           2     4 

           wealth concept          2     3 

           zakat (alm)                         2     2 

                  matrilineal system           2     3
     

            ancestral property          1     1 

            women privilege          1     1 

            women as limpapeh         1     1 
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            migration         2            14 

        migration history   2              4 

        induak samang   1  1 

        matrilineal system   1              2 

        reputation    2              2 

         rumors    1              1 

         survival in rantau   2            11 

                        motivation     2              2 

       a dream job    2              2 

       self-actualisation    2              9 

       sharing    2  1 

                                           wealth    1  1 

                                           survival    2  2 

                 objectives     2            12 

       long-term    2                        7 

       short-term    2              8 

      reasons to innovate    1              3 

       change    1  1 

       competitors    1  1 

       customers    1              1 

       innovation or die   1              1 

                    opportunity                1              3 
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      process      2        9   
   

                              consistency    1        1 

                  internal changes   1        3 

      leadership                 2       12 

                  repositioning         1         1 

                   resistance     1         1 

 

       strategies     2      20  
          

            administrative changes  1        3 

            customer engagement   2        4 

            diversification   2        4 

            focus     2        6 

            new target markets  2      16 

             product innovation  2      12 

        new technology 1        2 

 

                   success criterion    1        5 

   family    1        5 

   market expansion  1        2 

   political motive   1        1 

   profitability   1        1 

   sharing    1        6 

   status    1        2 
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           trust            2                          12 

     quanxi          2               4 

     financial help          2                          3 

     honesty          2           7 

    induak samang          1                             2
    

                             networks           2                                    16 

                            partnership                       2                       12
     

          values              2                        21 

    benevolence           2                    12 

    openness to changes          2                           4 

    self-enhancement          2                         23 

     transcendence           1                5 

     tradition           1                           1
   

          Minangkabau values           2                       25 

    collectivism           2                                        12 

     short term investment          2                                  8 

                             entrepreneurship culture                               2                   21 

    adaptive         2                                3 

    individualists         2                            4
      

opportunity seekers        2                     11 

                                                     resilient         2                        7 

    work hard         2                  4 

                             radicalness           2                       15 

    incremental innovation        2                    15 

    radical innovation        2                  6 
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         outcomes     2        14 

                                                     better performances   2        13 

                                                     market expansion  2        14 

                                                       market leadership  2          9 

                                                       self-actualisation  1                      1 

                                                       status    1          2 

                                                       successful innovation  1          7 

                                                       survival   2                      4 
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 APPENDIX C- SME INNOVATION SURVEY (ENGLISH 

VERSION) 

 

 

 

 

Information Letter 
Professor Geoffrey Soutar 

M263 

The University of Western Australia 

35 Stirling Highway 

CRAWLEY WESTERN AUSTRALIA 6009  

 
Project title: Small and Medium Enterprise Innovation in an Emerging Market Economy 

You are invited to participate in a research project that explores the relationship 
between value and innovation in small and medium enterprises. You will be asked 
about your personal values, the way you initiate and implement innovation, and 
the output of the innovation. The questionnaire will take you approximately fifteen 
minutes to complete. 

Should you have any questions relating to this study, the study organiser, 
Professor Geoffrey Soutar, may be contacted on ph: 61 6488 7885 or 
geoff.soutar@uwa.edu.au. You may also contact the student Donard Games on 
ph: 0403 929 797 or 20853646@student.uwa.edu.au. 

Thank you for participating in this research project. 
 
 
      
Geoffrey Soutar 
    
       
 
Approval to conduct this research has been provided by The University of Western Australia, in 
accordance with its ethics review and approval procedures. Any person considering participation 
in this research project, or agreeing to participate, may raise any questions or issues with the 
researchers at any time. 
In addition, any person not satisfied with the response of researchers may raise ethics issues or 
concerns, and may make any complaints about this research project by contacting the Human 
Research Ethics Office at The University of Western Australia on (08) 6488 3703 or by emailing 
to hreo-research@uwa.edu.au. All research participants are entitled to retain a copy of any 
Participant Information Form and/or Participant Consent Form relating to this research project. 
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In this section, please pick the most and least important values from each set of values 

based on the importance they have in your life. Although some sets may seem similar, 

please answer all sets. While more than one value may be important or unimportant, 

please choose the MOST and the LEAST important to YOU as a guiding principle in 

YOUR life. There are 11 sets of statements in this section. 

 

To illustrate how to answer the questions, here is an example of a question about your 

preference in selecting a job opportunity. You can pick the most and least important 

reasons why you want to apply for a job. If you, for example, you rate salary as the most 

important reason, you can tick the column on the left hand side. You need to also rate the 

least important reason to take a job opportunity. If you think corporate reputation is the 

least important reason, you can tick the column on the right hand side, as you can see 

below. Please remember that there are no right or wrong answers. 

 
Most Important 

(pick one) 
 Least Important 

(pick one) 
 

  Salary   

 Bonus  

 Corporate Reputation   

 Flexibility  

 Social life  

 Experiences  

 

Of these, which are the most and least important? 
Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 succesful, capable, ambitious   

 Devout, accepting portion in life, humble  

 Equality, world at peace, social justice  

 Helpful, honest, forgiving  

 Protecting the environment, a world of beauty, unity with 

nature 

 

 Clean, national & family security, social order 
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Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Social power, authority, wealth  

 Pleasure, enjoying life, self-indulgent  

 Devout, accepting portion in life, humble  

 Helpful, honest, forgiving  

 Equality, world at peace, social justice  

 Politeness, honouring parents & elders, obedient  

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Devout, accepting portion in life, humble  

 Clean, national & family security, social order  

 Succesful, capable, ambitious   

 Politeness, honouring parents & elders, obedient  

 Social power, authority, wealth  

 Daring, a varied life, an exciting life  

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Successful, capable, ambitious  

 Politeness, honouring parents & elders, obedient  

 Clean, national & family security, social order  

 Equality, world at peace, social justice  

 Pleasure, enjoying life, self-indulgent  

 Creativity, curious, freedom  
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Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Protecting the environment, a world of beauty, unity 

with nature 

 

 Daring, a varied life, an exciting life  

 Clean, national & family security, social order  

 Social power, authority, wealth  

 Pleasure, enjoying life, self-indulgent  

 Equality, world at peace, social justice  

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Equality, world at peace, social justice  

 Helpful, honest, forgiving  

 Social power, authority, wealth  

 Creativity, curious, freedom  

 Daring, a varied life, an exciting life  

 Successful, capable, ambitious  
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Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Devout, accepting portion in life, humble  

 Creativity, curious, freedom  

 Pleasure, enjoying life, self-indulgent  

 Social power, authority, wealth  

 Successful, capable, ambitious  

 Protecting the environment, a world of beauty, unity 

with nature 

 

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Successful, capable, ambitious  

 Helpful, honest, forgiving  

 Daring, a varied life, an exciting life  

 Politeness, honouring parents, obedient  

 Pleasure, enjoying life, self-indulgent  

 Protecting the environment, a world of beauty, unity 

with nature 

 

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Helpful, honest, forgiving  

 Clean, national & family security, social order  

 Pleasure, enjoying life, self-indulgent  

 Devout, accepting portion in life, humble  

 Daring, a varied life, an exciting life  

 Creativity, curious, freedom  
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The following statements reflect your organization’s innovation experiences. Please indicate how 

strongly you agree or disagree with each of the following statements, where 1 is “strongly 

disagree” and 7 “strongly disagree”.  You can also circle a number in the middle if your opinions 

are not so strong. Kindly circle the appropriate statements that describe your organization. There 

are no right or wrong answers.  
 
Our organisation Strongly disagree Strongly Agree 
Has a flat structure 1 2 3 4 5 6 7 
Has a decentralised decision-making structure 1 2 3 4 5 6 7 
Does not have a lot of rules  1 2 3 4 5 6 7 
Rewards people who suggest good ideas 
to people who innovate 
in your company 

1 2 3 4 5 6 7 
Gives people autonomy to develop good ideas 1 2 3 4 5 6 7 
Provides people with the resources they need to develop their 
good ideas 

 

1 2 3 4 5 6 7 

 
 

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Creativity, curious, freedom  

 Politeness, honouring parents, obedient  

 Devout, accepting portion in life, humble  

 Protecting the environment, a world of beauty, unity 

with nature 

 

 Equality, world at peace, social justice  

 Daring, a varied life, an exciting life  

Most Important  

(pick one) 

 Least Important 

(pick one) 

 

 Social power, authority, wealth  

 Creativity, curious, freedom  

 Protecting the environment, a world of beauty, unity 

with nature 

 

 Politeness, honouring parents, obedient  

 Clean, national & family security, social order  

 Helpful, honest, forgiving  
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In our organisation Strongly disagree Strongly Agree 
Creativity is encouraged 1 2 3 4 5 6 7 
We are expected to be resourceful problem solvers 1 2 3 4 5 6 7 
We try to develop and offer new improved services 1 2 3 4 5 6 7 
Our ability to function creatively is respected 1 2 3 4 5 6 7 
We try to find new answers 1 2 3 4 5 6 7 
Help in developing new ideas is readily available 1 2 3 4 5 6 7 
We are open and responsive to change 1 2 3 4 5 6 7 
We search for new ways to look at problems 1 2 3 4 5 6 7 
We have a realistic set of future goals  1 2 3 4 5 6 7 
We try to ensure we all share the same vision  1 2 3 4 5 6 7 
We try to convey a clear sense of our future direction  1 2 3 4 5 6 7 
We have  a realistic vision of the future  1 2 3 4 5 6 7 
We believe higher risks are worth taking if there are 
high payoffs 

1 2 3 4 5 6 7 

We encourage innovative strategies, even knowing 
some will fail 

1 2 3 4 5 6 7 

We like to take big risks 1 2 3 4 5 6 7 
We always look for new opportunities  1 2 3 4 5 6 7 
We take initiatives to shape the environment to our 
advantage 

1 2 3 4 5 6 7 

We are often the first to introduce new services 1 2 3 4 5 6 7 
We usually take the initiative by introducing new 
administrative processes 

1 2 3 4 5 6 7 

Communication is mainly horizontal 1 2 3 4 5 6 7 
R&D and marketing generally work 
together
  

1 2 3 4 5 6 7 

Top management generates  many of our ideas 1 2 3 4 5 6 7 
Employees generate many of our 
ideas  

1 2 3 4 5 6 7 

Customers generate many of our ideas 1 2 3 4 5 6 7 
We have a “creative genius” who generates many of our 
ideas 

1 2 3 4 5 6 7 

We have a “product champion” who is actively 
involved in our innovation 

1 2 3 4 5 6 7 

 
 
The innovations we introduced in the last three 
years have: 

Strongly disagree Strongly Agree 

Improved our productivity 1 2 3 4 5 6 7 
Improved our efficiency  1 2 3 4 5 6 7 
Reduced our costs 1 2 3 4 5 6 7 
Improved the reliability of our processes 1 2 3 4 5 6 7 
Improved the reliability of our products and/or services 1 2 3 4 5 6 7 
Improved communication within our organisation 1 2 3 4 5 6 7 
Increased the range of product and/or services we provide 1 2 3 4 5 6 7 
Improved our responsiveness to our customers 1 2 3 4 5 6 7 
Improved health and safety within our organisation 1 2 3 4 5 6 7 
Increased employee involvement 1 2 3 4 5 6 7 
Increased customer satisfaction 1 2 3 4 5 6 7 
Improved our financial performance 1 2 3 4 5 6 7 
Improved management-employee relations 1 2 3 4 5 6 7 
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Improved the quality of our products and/or services 1 2 3 4 5 6 7 
Improved the environment 1 2 3 4 5 6 7 
Increased employee morale 1 2 3 4 5 6 7 
Improved trust within the organisation 1 2 3 4 5 6 7 
Improved our organisation’s flexibility 1 2 3 4 5 6 7 
Helped us implement our strategy better 1 2 3 4 5 6 7 

 
 
 
 

Our innovation experience  over the past three years: 

Had many problems 1 2 3 4 5 6 7 Had few problems 

Had employee resistance    1 2 3 4 5 6 7 Had employee acceptance 

Was rough 1 2 3 4 5 6 7 Was smooth 

Was complicated 1 2 3 4 5 6 7 Was simple 

Was very poor 1 2 3 4 5 6 7 Was very good 

Reduced our overall performance 1 2 3 4 5 6 7 Improved our overall performance 
 
 
 
 
 
Our organisation Strongly disagree Strongly Agree 
Accepts demands that go beyond existing products and 
services 

1 2 3 4 5 6 7 

Often invents new products and services 1 2 3 4 5 6 7 
Often experiments with new products and services in our local 
market 

1 2 3 4 5 6 7 

Often commercializes products and services that are 
completely new to our unit 

1 2 3 4 5 6 7 

Frequently utilizes new opportunities in new markets 1 2 3 4 5 6 7 
Regularly uses new distribution channels. 1 2 3 4 5 6 7 
Regularly search for and approach new clients in new 
Markets 

1 2 3 4 5 6 7 

Frequently refines the provision of existing products and 
services 
An 

1 2 3 4 5 6 7 

Regularly implements small adaptations to existing products 
and services. 

1 2 3 4 5 6 7 

Introduces improved, but existing product products and 
services for our local market. 

1 2 3 4 5 6 7 

Improves our provision’s efficiency of products and 
Services 

1 2 3 4 5 6 7 

Increases economies of scales in existing markets 1 2 3 4 5 6 7 
expands services for existing clients 1 2 3 4 5 6 7 
See lowering costs of internal processes is an important 
Objective 

1 2 3 4 5 6 7 

 
 
In Indonesia: Strongly disagree Strongly Agree 
Organisations like ours can get access to high quality 
research 

1 2 3 4 5 6 7 

Regulations governing business support organisations 
like ours 

1 2 3 4 5 6 7 
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The communication infrastructure supports organisations 
like ours 

1 2 3 4 5 6 7 

Government support for local innovators is strong 1 2 3 4 5 6 7 
Competition 
In our market 

       

Environmental changes are intense 1 2 3 4 5 6 7 
Our clients regularly ask for new products and services 1 2 3 4 5 6 7 
Changes are taking place continuously 1 2 3 4 5 6 7 
The volumes of products and services to be  
delivered change fast and often 

1 2 3 4 5 6 7 

Competition is intense 1 2 3 4 5 6 7 
Price competition is a hallmark  1 2 3 4 5 6 7 

 
 
 
 
 
 
Please answer the following questions about your migration experiences.  Kindly 
circle the appropriate response. 
 

1. Have you migrated from West Sumatra?  
1. Yes  
2. No 

 
2. In what year did you migrate to your current place of residence?  ________ 

 
3. Why did you migrate? 

 
1. To gain more experience   
2. To grow my business 
3. Family reasons 
4. To establish a new business 
5. Other  

 
4. How long have you been in your current place of residence? ______ Years 

 
5. Did you have a previous business in the same area? 

 
1. Yes  
2. No  

 
\ 
The following statements reflect your innovation experiences in your new place of residence and 

your Minangkabau background. Please indicate how strongly you agree or disagree with each of 

the following statements, where 1 is “strongly disagree” and 7 “strongly disagree”.  You can also 

circle a number in the middle if your opinions are not so strong. There are no right or wrong 

answers.  
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Would you say: Strongly disagree Strongly Agree 

It has been easier to innovate in our new place of 
residence 

1 2 3 4 5 6 7 

Business is better in our new place of residence 1 2 3 4 5 6 7 
The communication infrastructure supports organisations 
like ours 

1 2 3 4 5 6 7 

Minangkabau values significantly influence my life 1 2 3 4 5 6 7 
Minangkabau values encourage innovation 1 2 3 4 5 6 7 
You prefer to run a business with other Minangkabau 
people 

1 2 3 4 5 6 7 
 

Minangkabau SME owners have better skills and 
capability in running business compared to other ethnic 
groups in Indonesia 

1 2 3 4 5 6 7 

Islam significantly influences the way you conduct your 
business 
 

1 2 3 4 5 6 7 

 

Some Background Information 

The last part of the questionnaire asks about you and your company  
 
What is your gender? 
 

1. Female 
2. Male 

 
In what year were you born?  ________________ 
 
What is your ethnic background?  ______________________________ 
 
What is your highest level of education? 
 
1. Primary school 
2. High school  
3. Higher certificate/diploma 
4. Undergraduate degree 
5. Postgraduate degree 
6. Other (Please specify) _______________________________________ 
 
How many people (including you) are employed in your organisation?  ___________ 
 
How long has your organisation been operating?  ________________ 
 
What were you annual sales in: 
 

1. 2009: ____________ 
2. 2010: ____________ 
3. 2011: ____________ 

 
What industry do you mainly operate in? 
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1. Food 
2. Textile 
3. Retail 
4. Handcraft 
5. Non Metallic 
6. Metallic Product 
7. Other   __________________________________ 

 
Where are your main markets and what percentage of your sales do you set there? 

1. West Sumatra _______ (%) 
2. Another province in Indonesia   ________ (%) 
3. International markets ________ (%) 

 
 

END OF QUESTIONNAIRE  
Thank you for your time and cooperation. 
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 APPENDIX D- SME INNOVATION SURVEY (BAHASA 

INDONESIA VERSION) 

 

 

 

 

Surat Keterangan Penelitian 

 

Winthrop Professor Geoffrey Soutar 

M263 

The University of Western Australia 

35 Stirling Highway 

CRAWLEY WESTERN AUSTRALIA 6009 

 
Judul Penelitian:  Inovasi Usaha Kecil dan Menengah di Indonesia 
 

Terima kasih atas kesedian Ibu/Bapak berpartisipasi sebagai responden dalam penelitian 

ini.Tujuan penelitian ini adalah untuk menelaah hubungan antara nilai dan inovasi pada 

usaha kecil dan menengah. Anda akan ditanya tentang nilai-nilai yang anda miliki, cara 

anda memulai dan melaksanakan inovasi, hasil dari inovasi pada usaha yang anda 

lakukan, pengalaman merantau anda, dan beberapa informasi tentang latar belakang anda. 

Pengisian kuesioner akan membutuhkan waktu kira-kira 25 menit.  

Jika anda memiliki pertanyaan seputar penelitian ini, anda bisa mengontak penanggung 

jawab penelitian ini, yaitu Professor Geoffrey Soutar, dengan nomor telepon +618 6488 

7885 atau melalui email geoff.soutar@uwa.edu.au. Anda juga bisa menghubungi Donard 

Games dengan nomor telepon: 085272239585atau melalui email 

gamesd01@student.uwa.edu.au. 

Terima kasih atas bantuan dan kerja sama Ibu/Bapak. 

 

 

mailto:geoff.soutar@uwa.edu.au


288 
  

Survei Tentang Nilai dan Inovasi pada Usaha Kecil dan Menengah 

 

Bagian 1 

Petunjuk: 

Ibu-ibu dan Bapak-bapak yang terhormat, 

Pada bagian ini, anda diminta untuk  memilih ‘nilai’ yang menurut anda“paling penting’ 

dan ‘paling tidak penting’dari setiap kumpulan ‘nilai’ di bawah ini berdasarkan 

pentingnya ‘nilai’ tersebut dalam  kehidupan anda. Meskipun beberapa kumpulan‘nilai’ 

terlihat sama, pilihlah satu ‘nilai’ untuk tiap kumpulan nilai. Jika ‘nilai” yang anda anggap 

penting atau tidak penting lebih dari satu, mohon tetap pilih satu nilai yang paling penting 

dan yang paling tidak penting dalam hidup anda.Ada 11 kelompok pernyataan pada 

bagian ini. 

Sebagai contoh cara menjawab pertanyaan untuk bagian ini, berikut satu contoh 

pertanyaan tentang alasan anda dalam memilih suatu pekerjaan. Jika anda, misalnya, 

menganggap gaji sebagai alasan paling penting, anda bisa memberi tanda   pada kolum 

di sisi kiri (paling penting).Anda juga diminta untuk memilih alasan yang paling tidak 

penting ketika hendak memilih suatu pekerjaan.Jika anda menganggap bahwa reputasi 

perusahaan sebagai alasan yang paling tidak penting, anda bisa beri tanda pada kolom 

sebelah kanan (paling tidak penting), sebagaimana bisa dilihat pada contoh di bawah 

ini.Mohon diingat bahwa tidak ada jawaban yang benar atau salah.Anda bebas 

menentukan pilihan. 
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Paling Penting 
(pilih satu saja) 

 Paling Tidak Penting 
(pilih satu saja) 

 

  Gaji  

 Bonus  

 Reputasi Perusahaan   

 Kebebasan  

 Kehidupan social  

 Pengalaman  

 

 

Pilih nilai yang paling penting dan yang paling tidak penting 

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Sukses, cakap, ambisius  

 Setia, sabar, rendah hati  

 Persamaan, perdamaian dunia, keadilan social  

 Berguna, jujur, pemaaf  

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

 Bersih, keamanan nasional dan keluarga, tata social  

 

 

 

  

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Kekuatan sosial, kekuasaan, kekayaan,   

 Kesenangan, menikmati hidup, memanjakan diri  

 Setia, sabar, rendah hati  

 Berguna, jujur, pemaaf  

 Persamaan, perdamaian dunia, keadilan sosial  

 Sopan santun, menghormati orang tua dan sesepuh, 

patuh 
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Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Setia, sabar, rendah hati  

 Bersih, keamanan nasional dan keluarga, tata sosial  

 Sukses, cakap, ambisius  

 Sopan santun, menghormati orang tua dan  sesepuh, 

patuh 

 

 Kekuatan sosial, kekuasaan, kekayaan,  

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 

 

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Sukses, cakap, ambisius  

 Sopan santun, menghormati orang tua dan  sesepuh, 

patuh 

 

 Bersih, keamanan nasional dan keluarga, tata sosial  

 Persamaan, Perdamaian dunia, keadilan sosial  

 Kesenangan, menikmati hidup, memanjakan diri  

 Kreativitas, ingin tahu, kebebasan  

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 

 

 Bersih, keamanan nasional dan keluarga, tata sosial  

 Kekuatan sosial, kekuasaan, kekayaan  

 Kesenangan, menikmati hidup, memanjakan diri  

 Persamaan, perdamaian dunia, keadilan sosial  
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Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Persamaan, perdamaian dunia, keadilan sosial  

 Berguna, jujur, pemaaf  

 Kekuatan sosial, kekuasaan, kekayaan  

 Kreativitas, ingin tahu, kebebasan  

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 

 

 Sukses, cakap, ambisius  

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Setia, sabar, rendah hati  

 Kreativitas, ingin tahu, kebebasan  

 Kesenangan, menikmati hidup, memanjakan diri  

 Kekuatan sosial, kekuasaan, kekayaan  

 Sukses, cakap, ambisius  

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Berguna, jujur, pemaaf  

 Bersih, keamanan nasional dan keluarga, tata sosial  

 Kesenangan, menikmati hidup, memanjakan diri  

 Setia, sabar, rendah hati  

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 

 

 Kreativitas, ingin tahu, kebebasan  
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Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 

 Sukses, cakap, ambisius  

 Berguna, jujur, pemaaf  

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 

 

 Sopan santun, menghormati orang tua dan sesepuh, 

patuh 

 

 Kesenangan, menikmati hidup, memanjakan diri  

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Kreativitas, ingin tahu, kebebasan  

 Sopan santun, menghormati orang tua dan sesepuh, 

patuh 

 

 Setia, sabar, rendah hati  

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

 Persamaan, perdamaian dunia, keadilan sosial  

 Berani, hidup yang bervariasi, hidup yang 

mengasyikkan 
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Bagian 2  

Bagian ini menanyakan tentang gambaran inovasi pada organisasi anda. Lingkarilah salah 

satu nomor (1 sampai dengan 7) yang menggambarkan organisasi anda dari rentang 1= 

sangat tidak setuju  sampai dengan 7 sangat setuju.Tidak ada jawaban benar atau salah. 

Organisasi kami 
 
 
 

Sangat tidak setuju Sangat setuju 
Memiliki struktur yang datar (tidak banyak hirarkis) 1 2 3 4 5 6 7 

 
Memiliki struktur pengambilan keputusan yang  tidak 
terpusat 
 

1 2 3 4 5 6 7 

Tidak memiliki banyak peraturan 1 2 3 4 5 6 7 
 

Memberikan imbalan pada orang yang punya ide 
bagus 
 
to people who innovate 
in your company 

1 2 3 4 5 6 7 
 
 Memberikan kebebasan agar muncul ide bagus 1 2 3 4 5 6 7 
 
 Menyediakan sumber daya (tenaga, waktu, dana) 

untuk  mengembangkan ide-ide bagus  

 

1 2 3 4 5 6 7 

 

Di Organisasi kami  
 

Sangat tidak setuju Sangat setuju 
 
 
 
 

Kreativitas selalu didukung 1 2 3 4 5 6 7 
 

Kami diharapkan mampu mengatasi masalah 1 2 3 4 5 6 7 
 

Kami mencoba untuk mengembangkan dan 
menawarkan layanan baru yang lebih baik 
 

1 2 3 4 5 6 7 

Kemampuan kami untuk berfungsi secara kreatif selalu 
dihargai 
 

1 2 3 4 5 6 7 

Paling Penting 

(pilih satu) 

 Paling tidak penting 

(pilih satu) 

 

 Kekuatan sosial, kekuasaan, kekayaan  

 Kreativitas, ingin tahu, kebebasan  

 Menjaga lingkungan, dunia yang indah, menyatu 

dengan alam 

 

 Sopan santun, menghormati orang tua dan sesepuh, 

patuh 

 

 Bersih, keamanan nasional dan keluarga, tata sosial  

 Berguna, jujur, pemaaf  
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Kami mencoba untuk menemukan jawaban-jawaban 
baru 
 

1 2 3 4 5 6 7 

Bantuan dalam mengembangkan ide-ide baru selalu 
tersedia 
 

1 2 3 4 5 6 7 

Kami terbuka dan tanggap terhadap perubahan 
 

1 2 3 4 5 6 7 

Kami mencari cara pandang baru dalam melihat 
masalah 
 

1 2 3 4 5 6 7 

Kami memiliki tujuan ke depan yang realistis 
 

1 2 3 4 5 6 7 
 
 
 

Kami ingin memastikan kami semua satu visi 1 2 3 4 5 6 7 
 

Kami mencoba untuk menyampaikan arah yang jelas 
bagi masa depan kami 
 

1 2 3 4 5 6 7 

Kami memiliki visi masa depan yang realistis 
 

1 2 3 4 5 6 7 

Kami percaya risiko yang tinggi pantas diambil jika ada 
keuntungan yang tinggi di balik itu 
 

1 2 3 4 5 6 7 

Kami mendorong inovasi meskipun untuk itu ada risiko 
gagal 
 

1 2 3 4 5 6 7 

Kami suka mengambil risiko tinggi 
 

1 2 3 4 5 6 7 

Kami selalu mencari kesempatan-kesempatan baru 
 

1 2 3 4 5 6 7 

Kami berinisiatif untuk menciptakan situasi untuk 
keuntungan kami  
 

1 2 3 4 5 6 7 

Kami seringkali menjadi yang pertama dalam 
mengenalkan layanan baru 
 

1 2 3 4 5 6 7 

Kami memiliki inisiatif mengenalkan proses 
administrasi baru 
 

1 2 3 4 5 6 7 

Komunikasi umumnya terjadi diantara orang-orang 
dengan level yang sama 
 

1 2 3 4 5 6 7 

Bagian Penelitian dan Pengembangan dan bagian 
pemasaran bisa bekerja sama 
  

1 2 3 4 5 6 7 

Banyak ide-ide kami berasal dari pemilik usaha 
 

1 2 3 4 5 6 7 

Banyak ide-ide kami diambil dari karyawan 
  

1 2 3 4 5 6 7 

Banyak ide-ide kami diambil dari konsumen 1 2 3 4 5 6 7 
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Seorang jenius yang kreatif menjadi sumber ide 
Inovatif dalam perusahaan kami  
 

1 2 3 4 5 6 7 

Kami memiliki orang yang secara khusus aktif  dan 
berhasil mengenalkan ide dan produk baru termasuk 
pada konsumen 

1 2 3 4 5 6 7 

        
    
 

Inovasi pada organisasi anda bisa meliputi aspek-aspek seperti penghematan biaya, upaya 

peningkatan kepuasan konsumen, pembinaan hubungan baik dengan karyawan, dan kesejahteraan 

orang-orang dalam organisasi. 

Beri penilaian dengan melingkari nomor dari rentang 1= sangat setuju dan 7= sangat setuju 

tentang sejauh mana dampak inovasi yang sedang dan telah anda lakukan di perusahan anda 

selama 3 tahun terakhir ini.  

 

 

Inovasi yang kami lakukan selama tiga 
tahun terakhir telah: 
 
 
 

Sangat tidak setuju Sangat setuju 

Meningkatkan tingkat produktivitas kami 

 

1 2 3 4 5 6 7 
 Meningkatkan efisiensi kami 

 
1 2 3 4 5 6 7 

Mengurangi biaya kami 
 

1 2 3 4 5 6 7 

Memperbaiki keandalan proses dalam organisasi kami 
 

1 2 3 4 5 6 7 

Meningkatkan keandalan produk dan layanan kami 
 

1 2 3 4 5 6 7 

Memperbaiki komunikasi dalam organisasi kami 
 

1 2 3 4 5 6 7 

Meningkatkan jumlah produk dan layanan kami 
 

1 2 3 4 5 6 7 

Meningkatkan kemampuan kami dalam melayani 
konsumen 
 

1 2 3 4 5 6 7 

Memperbaiki kesehatan dan keamanan dalam organisasi 
kami 
 

1 2 3 4 5 6 7 

Meningkatkan keterlibatan karyawan 
 

1 2 3 4 5 6 7 

Meningkatkan kepuasan konsumen 
 

1 2 3 4 5 6 7 

Memperbaiki kinerja keuangan kami 
 

1 2 3 4 5 6 7 
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Memperbaiki hubungan manajemen-karyawan 
 

1 2 3 4 5 6 7 

Meningkatkan kualitas produk dan layanan kami 1 2 3 4 5 6 7 
 

Memperbaiki susana kerja 
 

1 2 3 4 5 6 7 

Meningkatkan semangat karyawan 
 

1 2 3 4 5 6 7 

Makin menumbuhkan saling percaya dalam organisasi 
kami 
 

1 2 3 4 5 6 7 

Memperbaiki tingkat keluwesan organisasi menghadapi 
perubahan 
 

1 2 3 4 5 6 7 

Membantu kami dalam menerapkan strategi secara lebih 
baik  

1 2 3 4 5 6 7 

 

 

Pengalaman kami dalam menerapkan inovasi 
pada organisasi  selama tiga tahun terakhir: 
Banyak mengalami masalah 1 2 3 4 5 6 7 Sedikit mengalami masalah 

 

Banyak ditentang karyawan   1 2 3 4 5 6 7 Didukung karyawan 
 

Sulit 1 2 3 4 5 6 7 Mulus 

Rumit 1 2 3 4 5 6 7 Mudah 

Sangat jelek 1 2 3 4 5 6 7 Sangat bagus 

Mengurangi kinerja kami  1 2 3 4 5 6 7 Memperbaiki kinerja kami  
 

Organisasi kami Sangat tidak setuju Sangat setuju 
Bisa menerima permintaan konsumen yang berbeda dari 
produk dan layanan yang telah ada saat ini 
 

1 2 3 4 5 6 7 

Mampu menemukan jenis-jenis produk dan layanan 
baru 
 

1 2 3 4 5 6 7 

Sering mengembangkan produk atau layanan baru untuk 
pasar lokal 
 

1 2 3 4 5 6 7 

Mampu mengembangkan produk atau layanan yang 
baru bagi organisasi kami 
 

1 2 3 4 5 6 7 

Sering memanfaatkan kesempatan baru pada pasar yang 
baru 
 

1 2 3 4 5 6 7 

Secara berkala menggunakan saluran distribusi yang 
baru 
 

1 2 3 4 5 6 7 
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Secara berkala mencari dan mendekati konsumen yang 
baru pada pasar yang baru pula  
 

1 2 3 4 5 6 7 

Sering berupaya meningkatkan mutu produk dan 
layanan yang kami miliki saat ini 
 

1 2 3 4 5 6 7 

Sering melakukan perubahan kecil untuk produk dan 
layanan yang kami miliki saat ini 
 

1 2 3 4 5 6 7 

Memperkenalkan produk dan layanan yang telah 
diperbaiki mutunya untuk pasar lokal kami 
 

1 2 3 4 5 6 7 

Memperbaiki efisiensi produk dan layanan kami 1 2 3 4 5 6 7 
 

Meningkatkan skala ekonomi  1 2 3 4 5 6 7 
        
 
 

       

 

 
 
 
 
Bagian 3  
Pengalaman migrasi (merantau) anda 

Di Indonesia: Sangat setuju  Sangat tidak setuju 
Organisasi seperti kami bisa mengakses  penelitian 
yang berkualitas tinggi 
 

1 2 3 4 5 6 7 

Aturan pemerintah tentang bisnis cukup mendukung 
organisasi seperti kami 
 

1 2 3 4 5 6 7 

Ketersediaan infrastruktur bidang komunikasi cukup 
mendukung organisasi seperti kami 
 

1 2 3 4 5 6 7 

Dukungan pemerintah pada inovator lokal cukup kuat 1 2 3 4 5 6 7 

Situasi pasar/konsumen kami        
Perubahan pasar berlangsung cepat 
 

1 2 3 4 5 6 7 

Konsumen secara berkala meminta produk dan layanan 
baru 
 

1 2 3 4 5 6 7 

Perubahan pasar berlangsung terus menerus 
 

1 2 3 4 5 6 7 

Jumlah produk dan layanan yang diberikan pada 
konsumen sering dan cepat berubah 
 

1 2 3 4 5 6 7 

Kompetisi sangat ketat 
 

1 2 3 4 5 6 7 

Persaingan harga menjadi strategi utama di pasar untuk 
produk dan layanan kami 

1 2 3 4 5 6 7 
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1. Apakah anda merantau dari Sumatera Barat? 

a) Ya 
b) Tidak 

2. Di tahun apa anda pindah ke tempat anda merantau sekarang?  ________ 
3. Mengapa anda pindah? 

a) Untuk mendapatkan pengalaman  
b) Untuk mengembangkan bisnis 
c) Alasan keluarga 
d) Untuk mendirikan bisnis baru 
e) Lainnya 

 
4. Berapa lama anda tinggal di tempat tinggal sekarang ? ______ Tahun 
 
 
 
 
Pendapat anda: Sangat tidak setuju Sangat setuju 

Lebih mudah melakukan inovasi di tempat kami tinggal 
sekarang 
 

1 2 3 4 5 6 7 

Bisnis lebih baik di tempat sekarang 
 

1 2 3 4 5 6 7 

Nilai-nilai pada budaya Minangkabau sangat 
berpengaruh dalam hidup saya 
 

1 2 3 4 5 6 7 

Nilai-nilai pada budaya Minangkabau mendorong 
inovasi atau perubahan 
 

1 2 3 4 5 6 7 

Anda lebih suka menjalankan bisnis dengan sesama 
orang Minang 
 

1 2 3 4 5 6 7 

Anda lebih suka memiliki mitra bisnis atau bekerja sama 
dengan pebisnis dari Minang 
 

1 2 3 4 5 6 7 

Suku Minang lebih berbakat dan mampu dalam 
berbisnis dibanding suku lain di Indonesia 
 

1 2 3 4 5 6 7 

 
    
    
Islam sangat memengaruhi Anda dalam bagaimana anda  
berbisnis 
 

1 2 3 4 5 6 7 

 

Bagian 4 

 

Bagian terakhir kuesioner ini menanyakan tentang latar belakang dan jenis usaha anda. 
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Jenis kelamin? 
1. Perempuan   
2. Laki-laki 

 
Tahun lahir anda?  ________________ 
 
Suku anda?  ______________________________ 
 
Pendapatan Anda Per Bulan? 

1. kurang dari Rp2.000.0000 
2. Rp 2.000.000 sd Rp 4.999.000 
3. Rp 5.000.000 sd Rp 9.999.000 
4. Rp 10.000.000 sd Rp 19.999.000 
5. Rp 20.000.000 sdRp 49.999.000 
6. Rp50.000.000 sd Rp70.000.000 
7. Lainnya______________________________(mohon sebutkan kisarannya) 

 
 
Tingkat pendidikan terakhir anda? 

1. Sekolah Dasar 
2. Sekolah Menengah Pertama/sederajat 
3. Sekolah Menengah Atas/sederajat 
4. Diploma 
5. Sarjana S1 
6. Sarjana S2 
7. Lainnya (Mohon tuliskan) _______________________________________ 

 
 
Berapa banyak orang bekerja (termasuk anda) di bisnis anda?  ___________ 
 
Sudah berapa lama bisnis anda berjalan?  ________________ 
 
Penjualan anda (per tahun): 
5. 2009: Rp __________ 
6. 2010: Rp___________ 
7. 2011: Rp____________ 
 
 
Di bidang apa bisnis anda? 

1. Produksi Makanan 
2. Restoran 
3. Tekstil 
4. Ritel 
5. Kerajinan 
6. Lainnya__________________________________ 

 
 
Dimana pasar utama anda dan berapa persentase penjualan anda di sana? 

1. Sumatera Barat_______ (%) 
2. Riau ______________ (%) 
3. Provinsi lain di Indonesia   ________ (%) 
4. Pasar ekspor________ (%) 
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Terima kasih atas kerjasama dan bantuan Ibu/Bapak 
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 APPENDIX E-SOME ADDITIONAL EXAMPLES OF THE 

MODERATING EFFECTS FOUND FOR GENDER, GENERATION AND 

MIGRATION 

 

1. Internal Effectiveness 
 

Moderating Effects (Gender) 
 

Constructs 
Path 

Coefficient 

Effect 

Size (f2) 
P Values 

Organizational Structure 0.04 0.01 0.20 

Future Orientation 0.07 0.01 0.06 

Implementation -0.01 0.00 0.39 

Radical Innovation 0.03 0.00 0.27 

Incrementalism 0.10 0.02 0.01 

 
 

Moderating Effects (Migration) 
 

Constructs 
Path 

Coefficient 

Effect 

Size (f2) 
P Values 

Organizational Structure -0.07 0.02 0.05 

Future Orientation -0.05 0.01 0.13 

Implementation -0.07 0.01 0.06 

Radical Innovation 0.06 0.02 0.10 

Incrementalism 0.11 0.04 0.01 
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2. External Effectiveness 
 

Moderating Effects (Gender) 
 

Constructs Coefficient 
Effect 

Size (f2) 
P Values 

Organizational Structure 0.06 0.02 0.09 

Future Orientation 0.03 0.01 0.29 

Implementation -0.05 0.01 0.13 

Radical Innovation -0.01 0.00 0.38 

Incrementalism 0.21 0.06 <0.001 

 
 
 
3. Process Effectiveness 
 

Moderating Effects (Gender) 
 

Constructs Coefficient 
Effect 

Size (f2) 
P Values 

Organizational Structure 0.05 0.01 0.11 

Future Orientation 0.05 0.01 0.14 

Implementation -0.09 0.01 0.03 

Radical Innovation 0.03 0.00 0.24 

Incrementalism 0.18 0.04 <0.001 

 
 
 
 
 
 


