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Abstract

Purpose: This paper aims to examine the innovation and personal control impact on micro-
business performance in Sabah, Malaysia.

Research Methodology: The paper adopts non-probability known as a purposive sampling
method in the selection of micro-businesses. The sample consists of micro business
owners/entrepreneurs under the TEKUN financing scheme throughout Sabah. A survey using
self-conducted questionnaires structured on a 7-point Likert scale is conducted through the
distribution of 600 questionnaires, and subsequently, a total of 525 questionnaires are
returned. The EAO dimensions assessed in the paper are innovation and personal control.
Data collected are analysed using the SEM-PLS technique through the SmartPLS 3.3.2
software.

Results: The results show that innovation and personal control are positively correlated with
micro-business performance. Nevertheless, this study found that the level of performance
among entrepreneurs is moderately low.

Limitations: The theoretical implication of this paper is that it provides supports to some of
the previous findings and arguments that EAO play an essential role in ensuring micro-
entrepreneurs achieving better business performance.

Contribution: From a practical perspective, the findings of this paper help entrepreneurs,
owners, government agencies, and other stakeholders to understand the critical role of EAO
in improving the business performance of micro-business in Malaysia.

Keywords: Entrepreneurial Attitude Orientation, Micro Entrepreneur, Business Performance,
Innovation, Personal Control.

Introduction

The concept of entrepreneurship has long been admitted as an essential contributor to the
various continuities that affect the economic growth of a country. Malaysia is no exception to
this positive development. Therefore, the Malaysian government has extended various
assistance to entrepreneurs to grow their business. However, many micro-enterprises in
Malaysia often failed to achieve their objectives (Abdullahi and Zainol, 2016) and their
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performance continues to be unsatisfactory (Mohamad, Rizal, Quoquab, Juhdi, and Sahimi,
2016; Chin and Lim (2018). As a result, a total of 79,310 establishments from various
businesses have been discontinued in Malaysia since 2002 (CCM, 2002). The increase in
enterprise layoffs with declining business performance is deemed crucial issues. It needs to
be addressed systematically by investigating the root source of the failure among these micro-
entrepreneurs.

Accordingly, there is a need to examine the business performance contributing factors,
particularly among micro-enterprises, since research focusing on micro-business is still
lacking. Previous studies have shown that among the main factors of business failure is the
negative attitude of the entrepreneur (Politis and Gabrielsson, 2009; Jamak et al., 2011). Thus,
this study aims to examine the effect of Entrepreneurial Attitude Orientation (EAO) on micro-
enterprises business performance. EAO has been shown to be consistently and positively
related to business performance (Pulka, 2018; Jain, Ali, and Kamble, 2015; Ricard and Saiyed,
2015; Valliere, 2006). For example, the EAO dimensions of personal control and innovation
are found to be positively related to the performance of micro-entrepreneurs.

The study conducted by Pulka (2018) demonstrated that there is a significant impact of EAO
on micro-entrepreneurs’ performance, and suggested future studies to explore and study
samples from different parts of the country and urged more replicated research to validate
the results of their research. In Malaysia, Keling and Entebang (2017) found that one of the
EAO variables of innovation was not significantly associated with the Dayak entrepreneur
performance in the state of Sarawak; in contrast, personal control was positively and
significantly related to the performance of Dayak entrepreneur. A study by Choe, Loo and Lau
(2013) employed a quantitative approach involving 113 SMEs in Malaysia. They found that
innovation has the most significant influence on firm performance, followed by self-esteem,
personal control, achievement, and recognition of opportunities. However, the findings on
the innovation variable between the two studies were inconclusive, although both were
studies conducted in Malaysia.

Therefore, this study attempts to determine factors influencing the business performance of
micro-entrepreneurs by incorporating two (2) independent variables from previous studies,
namely innovation and personal control as predictors. This study will broaden the knowledge
and deepen the understanding of business performance studies, particularly in the context of
Sabah.

Literature Review and Hypothesis Development

Generally, all public and private agencies in developed and developing countries have
adopted an entrepreneurial attitude orientation (EAO) (Alhnaity, 2018). Consequently, EAO
has a profound influence that can change the opinions, beliefs, and purposes of
entrepreneurs towards their jobs and businesses (Rauch, Wiklund, Lumpkin, and Frese, 2009).
The gap that still exists between concepts and realities in the relationship between
entrepreneurial attitudes and business performance has yet to be concluded. Therefore, it is
imperative to study the idea of EAO in the context of small businesses in Sabah, Malaysia,
based on the following two main factors.
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First, more information is needed to provide an exact EAO aspect. For example, entrepreneurs
who do their work are aware of their level of ability, skills, and entrepreneurial activities
related to various needs, recognition through self-esteem and business progress (Alhnaity,
2018). Besides, small entrepreneurs need to use this concept to stay competitive and
sustainable through the business they have ventured. Significantly, EAO ultimately will result
in maximum entrepreneurship, growth and development (Lee and Peterson, 2000). Second,
the career choice of an individual is mainly influenced by several factors, such as gender,
education, interest, direct and indirect influence of parents, environment, status and
perception of society, the return of money, ability and capability (Davidson, 1995). The
statement is supported by Kuratko and Hodgetts (2004), who found that career choices
depend on significant demographic variables, family status, education, and motivation by
others.

There is a lack of studies that show the influence of EAO on business performance, especially
Small Medium Enterprises (SMEs), particularly in Sabah. Second, very little is reflected
regarding this issue in the current literature. Furthermore, there is a lack of scientific studies
on EAO and business performance (Pulka, 2018; Khalid, 2020). Therefore, this study attempts
to fill the gap by determining the influence of EAO on the performance of micro-
entrepreneurs in Sabah, Malaysia. There have been numerous discussions on EAO around the
world. Still, very few studies were conducted in Malaysia, especially in Sabah, on the direction
of micro-entrepreneurial attitudes. Therefore, this research aims to delve deeper into the
issue to determine the impact of EAO on the business performance of micro-entrepreneurs;
the specific purpose is to explore the relationship between innovation and personal control
and their effect on micro-business performance.

The essential role of entrepreneurial attitude orientation (EAQO) in improving business
performance has been duly recognised (Choe et al., 2013; Ibrahim and Saili, 2017; Pulka,
2018). Entrepreneurial research focusing on attitude was first explored by Olson and
Bosserman (1984) and subsequently expanded by Low and MacMillan (1988). The prominent
pioneer of attitude is Allport (1935), who defines attitude as “a state of mental readiness of a
person organised through experience, giving a dynamic influence on the individual response
to all objects and situations related to it. According to Pickens (2005), attitude is a person’s
beliefs and tendencies, behaving or acting in a certain way, blended through personal
knowledge and experience. The attitude towards developing a business should be driven by
the targeted objectives (Ajzen and Fishbein, 1987).

This study uses the dimension of Entrepreneurial Attitude Orientation (EAO) developed by
Robinson, Stimpson, Huefner, and Hunt, (1991), which is based on the attitude theory
explicitly designed to predict entrepreneurial attitudes embedded in an entrepreneur.
Individual attitudes are crucial in identifying business activities undertaken (Begley and Boyd,
1988; Koh, 1996). According to Robinson et al. (1991), EAO encompasses individual
characteristics, such as innovation, achievement, self-esteem, and personal control. These
unique characteristics are capable of predicting entrepreneurial attitudes inherent in
individuals (Kollmann, Christofor, and Kuckertz, 2007), which is a predictor of reliable
entrepreneurial performance improvement (Covin and Wales, 2012; Krueger et al., 2000;
Rauch and Frese, 2007). The structure of the paper is as follows; this section provides an
overview of EAO, based on related literature, follows by the impact of EAO business
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performance, conceptual framework of the study, research hypothesis methodology, analysis
and results, discussion of findings, conclusions, and finally, research limitations.

Entrepreneurial Attitude Orientation Dimensions

Robinson, Stimpson, Huefner and Hunt (1991) developed a set of items that purported to
measure: (a) Innovation, (b) Personal control, (c) Self-esteem; and, (d) Achievement-theorised
components of the focal construct domain, entrepreneurial attitude. The Robinson team
successfully distinguished entrepreneurs from non-entrepreneurs in their research context.

In many cases, business-oriented enterprises will discover and develop new market
opportunities (Wiklund and Shepherd, 2003). A variety of financial measures were used in
another study to assess the performance of the business, such as cash flow, return on assets,
and return on equity. Several studies suggest that a mix of financial and non-financial metrics
provides a more detailed assessment of the results of the business (Li et al., 2009).

Subjective non-financial metrics include factors, such as perceived market share, perceived
growth in revenue, customer satisfaction, loyalty, and brand equity (Li et al., 2009). Murphy
et al. (1996) analysed fifty-one (51) published entrepreneurial studies using performance as
a dependent variable and found that the most widely considered dimensions of performance
are success, efficiency, and benefit.

Efficiency includes specific financial measures, such as return on investment and returns on
equity; growth focuses on an increase in sales, employees, or market share; while profit
includes return on sales and a net profit margin. Jelenc et al. (2016) pointed out that the
dimensions of EAO can lead to market growth. The innovation dimension of the EAO reflects
the tendency to engage and promote novelty in the creation and introduction of new
products, services, or technologies.

Risk-taking guidance indicates a willingness to engage resources in strategies or projects
where the outcome may be highly uncertain. Opportunity refers to the firm’s response to
promising new products and services. Achievement requires a tendency to confront its
opponents explicitly and vigorously. The self-esteem parameter is also given to a person or a
group within a company to develop business ideas and goals, and to carry them through until
completion.

When new businesses are more capable of innovation, risk-taking, opportunities, and
business achievement, micro-business borrowers can gain more competitive advantage and
achieve higher firm performance. The practical orientation of an entrepreneurial attitude can
be a good predictor of firm performance.

The research adopts the approach by Robinson et al. (1991) using two variables of
entrepreneurial attitude orientation, as shown in Figure 1. It is acceptable to have a broader
definition of EAO (Antoncic and Hisrich, 2003). Cooper and Gascon (1994) highlighted the
individual factors that influence performance, such as experience, education, parental
occupation, gender, race, age, and the goals of the entrepreneur.
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Studies on individual factors that influence performance are prevalent, although most
of them were conducted in the United States, Canada, and the United Kingdom. This study
uses business performance as a dependent variable due to its significance to organisations,
individuals, and communities. Business performance is also a result that all entrepreneurs

need to examine.
Innovation \

Personal Control

Business Performance

Figure 1: Adapted from Choe et al. (2013)

Conceptual Framework

For this research, a conceptual framework (see Figure 1) was developed based on the
conceptual framework of Choe et al. (2013). Consistent with this research, a conceptual
model that specifies how EAO can affect business performance is established. The study will
examine the relationship between EAO (independent variables) and business performance
(dependent variable). It is crucial to investigate if there is a significant positive relationship
between the independent variables and the dependent variable. The conceptual framework
consists of two types of variables: independent variable (predictor) and dependent variable
(criterion). The predictor in this study is the EAO, while the criterion is the micro-
entrepreneur’ business performance. The developed conceptual framework intends to show
the influence and effect of the variables.

For this study, the variables in the conceptual framework consist of innovation and personal
control, and its impact on micro-entrepreneur’ business performance. The two predictors
represent the four dimensions of EAO (Robinson et al., 1991). Based on the hypotheses of the
study, innovation and personal control positively influenced micro-entrepreneur’ business
performance. The framework suggested that separately, the dimensions would have an
impact on micro-entrepreneur’ business performance. Robinson et al. (1991) explained the
following: first, innovation in businesses is related to identifying, perceiving, and taking
decisive entrepreneurial actions on the business activities in a new and unique method.
Second, the perceived personal control of the business outcomes deals with the
entrepreneurs’ perception of controlling, influencing, and managing their businesses.

Hypotheses Development

The objective of the study hypotheses is to examine the impact of innovation and personal
control on the performance of micro-entrepreneurs that serve as the Entrepreneurial
Attitude Orientation (EAQO) dimension. EAO influences and improves the business
performance of micro-entrepreneurs. EAO enables the resources of micro-entrepreneurs to
be managed more effectively and efficiently, both internally and externally. EAO enables
better collaboration and coordination among micro-entrepreneurs. Besides, EAO is expected
to improve the performance of micro business operations and increase the movement of
information that could improve the decision-making process in micro-businesses, leading to
an efficient allocation of resources, which in turn, increase productivity and efficiency of
micro-businesses. As previously highlighted, the current aspects of the EAO concept illustrate
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individuals’ ability to innovate, control, self-esteem, and achievement. Therefore, based on
the literature review, this study develops several hypotheses that will guide this research.

Relationship between Innovation and Business Performance

The first dimension is innovation, which is related to activities, such as developing new
products and approaches, exploring new markets and developing new organisations. In other
words, innovation refers to an exclusive and unique way to conceptualise and execute
business ideas (Drucker, 1985). Innovation is an attempt to create a unique design that is
consistent with the latest practices and technologies; it explains the concept and
implementation of ideas in new ways. Therefore, this study hypothesises:

H1: Innovation entrepreneurial attitude orientation has a significant effect on micro-
entrepreneur business performance.

Relationship between Personal Control and Business Performance

Personal control refers to self-control and perceived influence on the success of a business.
Personal control gives individuals confidence, commitment, and determination to succeed
and to continue their entrepreneurial journey (Choe et al., 2013). Rotter, in his concept of
self-control, illustrates the relationship between perception about one’s control over one’s
choices. Life and its subsequent rewards will lead to one’s behaviour (Rotter, 1966). Personal
control concept refers to the attitude of individuals in dealing with daily affairs in the
surrounding community, which, in turn, influences their decisions and actions. The grant
receivers must be equipped with confidence, commitment, and determination, which will
enable them to continue their entrepreneurial journey (Din et al., 2005). Therefore, this study
hypothesises:

H2: Personal Control entrepreneurial attitude orientation has a significant effect on micro-
entrepreneur business performance.

Research Methodology

This study’s sample consists of owners/managers of micro-entrepreneur in Sabah, Malaysia.
Six hundred questionnaires were self-administered by the targeted sample. Purposive
sampling approach was adopted in the selection of micro-entrepreneur. The sampling
method is in line with Bakar, Ramli, Ibrahim, and Muhammad (2017) and Samuel, Ernest, and
Awuah (2013). They suggested that a method of purposive sampling can be used when the
population of the study is not well-known.

Additionally, the study used the definition given by SME Corporation Malaysia to conduct the
research. Micro-enterprise is defined as businesses that employ less than five (5) employees
and have less than MYR300,000 worth of assets, excluding lands and buildings. Table 1 depicts
the definition of micro-enterprises in Malaysia.
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Table 1: New definition of SMEs in Malaysia effective date: 1 January 2014

S/No. Size Category Employment Sales turnover
Manuf i
1 Micro Sear\r/]il::eajsc;:zng/ Employees of Sales turnover of
) enterprises less than 5 less than RM300,000

Others Sectors

Emblovees from Sales turnover from
Manufacturing 5 topIeZs than 75 RM300,000 to less than
Small RM15 mil

enterprises Services and Emblovees from Sales turnover from
ploy RM300,000 to less than

Others Sectors 5 to less than 30 RM3 mil

Sources: https://www.smecorp.gov.my

Data Collection Procedure, Variable Measurement, and Method of Data Analysis

A structured self-administered questionnaire was used to collect data from respondents. The
guestionnaire is based on a 7-point Likert scale, ranging from strongly disagree to strongly
agree. Meanwhile, the measurement to measure EAO is adapted from an entrepreneurial
attitude orientation scale developed by Robinson et al. (1991). This study replicates the
approach used by Breckler (1984), Chaiken and Stangor (1987) and Shaver (1987); they
maintain that EAO is multidimensional that comprise innovation, personal control, self-
esteem, and achievement. Innovation is measured using five (5) items, and personal control
three (3) items. While MEs performance was measured using an instrument adapted from the
work of Suliyanto and Rahab (2012) and the modified version contains nine items. SPSS
version 26 was applied to analyse data collected from the respondents, which includes
descriptive and correlation analysis.

The targeted sample of this study is the micro-entrepreneur in Sabah, Malaysia. The
guestionnaire adapted from (Robinson et al.,1991) and (Ibrahim and Saili, 2017) toolkits for
measuring EAO and micro-entrepreneur performance consists of non-financial measures,
namely business performance (Suliyanto and Rahab. 2012). At the initial stage, the author
personally distributed the questionnaires to 600 respondents in Sabah; after data cleaning
was completed, only 525 questionnaires were deemed usable. There are a few standard
statistical tools available for data analyses, and this study employed PLS-SEM for this purpose.

Results and Discussion

Descriptive Results

Table 2 presents the descriptive results of the demographic characteristics of the
respondents. A total of 366 (70%) respondents were female, while 159 (30%) were female
owners/directors. The age of the respondents ranges from 18 to above 65 years. About 1.0 %
of the respondents were between the ages of 18 and 20 years. Approximately 26% were
between the ages of 21 and 34 years, while 41% were between the ages of 35 and 44 years.
Meanwhile, 23% were in the range of 45 to 54 years old, 8% were between 55 and 64 years
old, and 1% of the respondents were above 65 years old.

The results indicate that 95.2% of the respondents’ were micro-entrepreneurs, and 2.5% were
directors, while 2.3 % were managers. In regards to the respondents’ level of education, 13%
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attended primary education, 59% attended secondary schools, 17% were diploma holders,
7% were degree holders, 2% were master’s holders, and 2% were doctorate holders.

Table 2: Profile for Micro Entrepreneur

Variables Frequency Per cent
Gender
Male 159 30.0
Female 366 70.0
Total 525 100.0
Age
18-20 5 1.0
21-34 139 26.0
35-44 214 41.0
45-54 123 23.0
55-64 41 8.0
Above 65 3 1.0
Total 525 100.0
Role in Business
Owner 500 95.2
Director 13 2.5
Others 12 2.3
Total 525 100.0
Education
Primary School 69 13
Secondary School 310 59
Diploma 91 17
Degree 36 7
Master 11 2
Doctorate 8 2
Total 525 100.0

Data Analysis

Least partial least squares (PLS) modelling using SmartPLS updated version of 3.3.2 (Ringle et
al., 2020) was applied as the statistical tool to examine the measurement model and
structural model. This technique was selected because it does not require normality
assumption as survey research is usually not normally distributed (Chin et al., 2003). Since
data was collected using a single source, the researcher began by testing the issue of common
method bias following the suggestion of Kock and Lynn (2012), and Kock (2015) by testing full
collinearity. In this method, all the variables will be regressed against a common variable; if
the VIF< 3.3, then there is no biased from a single-source data. The analysis yielded VIF less
than single-source bias; however, it is not a major issue for our data.

Measurement Model Assessment

The researcher follows the suggestion of Anderson and Gerbing (1988), which is to test the
developed model using a 2-step approach. First, the researcher tested the measurement
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model for the validity and reliability of the instruments used following the guidelines of Hair
et al., (2019) and Ramayah et al. (2018). Next, the researcher ran the structural model to test
the hypotheses developed. For the measurement model, the researcher assessed the
loadings, average variance extracted (AVE), and the composite reliability (CR). The values of
loadings should be 2 0.5, the AVE should be > 0.5, and the CR should be 2 0.7. As shown in
Table 5, all values of AVE were higher than 0.5, and the CRs were all higher than 0.7.
Convergent validity is the extent to which a measure correlates positively with an alternative
measure of the same construct. Convergent validity is evaluated by looking at the outer
loadings of the indicators and the Average Variance Extracted (AVE).

Since Innovation items 01 and business performance indicator item 07 showed values below
0.5 AVE, the items were deleted, and the PLS Algorithm was rerun to analyse and recheck the
result. Thus, indicators with loadings lower than 0.708 were retained when the minimum AVE
result of 0.5 is achieved (Hair et al., 2019). However, there is a caution; deletion should not
be more than 20% of the indicators in the model (Hair, Babin and Kerry, 2017; Hair et al.,
2010). AVE should exceed 0.5 to suggest adequate convergent validity (Bagozzi and Yi, 1998;
Fornell and Larker, 1981). The loadings were also acceptable, with only one or two loadings
were less than 0.708 (Hair et al., 2019). Figure 2 illustrates the measurement model
assessment.

Table 5: Measurement Model Assessment

Construct Item Loadings CR AVE v é@\)/e >
BP BUPE1 0.784 0.855 0.888 0.506
BUPE2 0.851
BUPE3 0.829
BUPE4 0.534
BUPE5 0.554
BUPE6 0.803
BUPES 0.714
BUPE9 0.524
INNO INO2 0.725 0.740 0.833 0.554
INO3 0.785
INO4 0.739
INO5 0.727
PC PCR1 0.855 0.814 0.889 0.728
PCR2 0.884
PCR3 0.820

*BUPE?7, INO1 items were deleted as loading Composite Reliability < .708 (Hair et al., 2019)
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INO? BUPE1
+0.725_ 5
INO3  +0.785—
4+ 0.739
INO4 0727
A INNO
INO5
PCR1
+0.855_
PCR2  +0.884—
0.820
PCR3

PC
Figure 2: Measurement Model

In step 2, the researcher assessed the discriminant validity using the HTMT criterion
suggested by Hair et al. (2019), as presented in Table 6 (Ringle et al., 2020). For the
assessment of the discriminant validity, this study applies Henseler’s (2015) heterotrait-
monotrait ratio of correlations criterion. The findings reveal that the discriminant validity is
well-specified at HTMTO0.85 (Diamantopoulos and Siguaw, 2006). The results suggest that the
correlation values corresponding to the respective constructs follow the most conservative
criterion (HTMT.85), which implies that the discriminant validity issue is not a concern. The
findings specified that it is appropriate to proceed with the structural model assessment to
examine the hypotheses of the study as there is no issue of multi-collinearity between items
loaded on different constructs in the outer model.

Table 6: Measurement Model Assessment
BP INNO pPC

BP
INNO 0.331
PC 0.353

Criteria: Discriminant validity is established at HTMTO0.85
(Diamantopoulos & Sigauw, 2006)

Structural Model

We conduct a 5000-bootstrap resampling of data to examine the hypotheses (Hair et al.,
2017). Table 7 shows that the Beta values for each path coefficient specify that innovation
and personal control positively influence the business performance of micro-entrepreneurs
in Sabah. As shown in Table 7, both the proposed relationships (H1-H2) significantly influence
business performance among micro-entrepreneur. Specifically, the study found support for
H1 (innovation = business performance, B = 0.150, p < 0.008, LLCI = 0.032, ULCI = 0.241) and
H, (personal control = business performance, B =0.219, p <0.000, LLCI =0.108, ULCI =0.309).
Figure 3 shows the illustration of the structural model assessment.
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Table 7: Path Coefficients

Direct Effect Beta S.E. twalue p-value LLCI ULCI Decision
H1: INNO -> BP 0.150 0.062 2.476 0.008 0.032 0.241 Supported
H2: PC -> BP 0.219 0.061 3.494 0.000 0.108 0.309 Supported

Path Coefficient 0.01, 0.05 (Hair et al. 2017)

INO2

412554 _
INO3 16644

,15.962°F
INO4 12886

o

INO5
PCR1
PCR2
PCR3 BUPE9

PC

Figure 3: Structural Model

As suggested by Hair et al., (2017) and Cain et al.,, (2017), the assessment of the structural
model for collinearity is not an issue if all the inner VIF values of the independent variable
(Innovation and Personal Control) are less than 5 or 3.3 (Hair et al., 2017). Next, the
significance and relevance of the structural model relationship were assessed. This is done by
looking at the path coefficient after bootstrapping and evaluating the level of R-Square
(coefficient) to predict the accuracy of the model and used as the cumulative influence of
exogenous variables on the endogenous variable(s). In other words, R? reflects the sum of
variation in the endogenous system described by all of the associated exogenous constructs.
The impact ranges from 0 to 1, with higher values indicate higher predictive accuracy rates.
As several disciplines adopt R?, scholars are advised to focus on the “raw” rule of thumb in
favour of a suitable R2. There are three different rule of thumb laws for appropriate R2.
1. Where 0.26, 0.13, 0.02 represent significant, moderate, or low levels of predictive
precision, respectively (Cohen, 1988),
2. Where 0.67, 0.33, 0.19 represent significant, moderate, or low levels of predictive
accuracy, respectively (Chin, 1998), and
3. Where 0.75, 0.50, 0.25, represent significant, moderate, or low levels of predictive
precision, respectively (Hair et al., 2017). Falk and miller (1992) propose that R? values
equivalent to or greater than 0.10 are to be considered appropriate for the described
variance of a given endogenous model.
Table 8 exhibits the assessment of model quality. We assess the coefficient of determination
(R?), the effect size (f?) and the predictive relevance (Q?) of exogenous variables (on the
endogenous variable of this study. Innovation and personal control revealed to carry small
effect size f2 on the micro-entrepreneur business performance (Cohen, 1988). The coefficient
of determination represented by R> which explains whether innovation and personal control
could influence business performance, indicate moderate effects (Chin, 1998). Specifically,
the R? value for innovation is 0.112, suggesting that innovation and personal control could
explain micro-entrepreneur business performance moderately. Multi-collinearity between
indicators were also assessed. Both indicators satisfied the VIF values, and there were
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consistently below the threshold value of 5.0 (Hair et al., 2014) and 3.3 (Diamantopoulos and
Siguaw, 2006). Thus, it can be concluded that collinearity issues do not exceed the critical
levels in all variables, and therefore, are not an issue for the estimation of the PLS path model.
The predictive relevance values of innovation and personal control towards micro-
entrepreneur business performance are considered small, as shown by the value of 0.051,
presented by Q? using the blindfolding procedure (Hair et al., 2017).

Table 8: Model Quality Assessment

Direct Effect & R VIF Q?
H1: INNO -> BP 0.015 0.112 1.667 0.051
H2: PC -> BP 0.032 1.667

Lateral Collinearity: VIF 3.3 or higher (Diamantopoulos & Siguaw, 2006)
R2 >0.26 consider Substantial (Cohen, 1989)

F2>0.26 consider Substantial (Cohen, 1989)

Q? > 0.00 consider large (Hair, 2017)

0.02 <Q? < 0.15: weak predictive power

0.15 < Q? < 0.35: moderate predictive power

0? > 0.35: strong predictive power

Discussions

The findings of this study reveal that innovation and personal control did influence micro-
entrepreneurs business performance. However, more effort needs to be done to improve its
effectiveness as more and more SMEs who received the funds failed within three years of
their operations. A study on the positive and significant relationship between innovation and
business performance by Brown and Eisenhardt (1998) highlighted that innovative business
could generate substantial economic performance due to its ability to create and introduce
new products and technologies.

Likewise, Najib and Kiminami (2011) found a positive relationship between innovation and
business performance. The findings of the present study are also in line with several other
studies (Deshpande, Farley, Fredick and Webster, 1993; Baldwin and Johnson, 1996 and
Salavou, 2002). Similarly, the findings of a study by Yahya, Pervan and Xu (2013) on SME firms
in Dubai have confirmed that innovation has a significant and positive relationship with
business performance. Other researchers, such as Keskin (2006) and Otero -Neira, Lindman
and Fernandez (2009) also revealed a significant and positive relationship between innovation
and business performance.

However, a small number of studies have shown the opposite findings. A study by Chang and
Robin (2008) on 23 sectors of the manufacturing industry in Taiwan found a significant and
negative relationship between innovation and business performance. Studies by Keling (2017)
and Simpson, Siguaw, and Enz (2006) also show a significant and negative relationship
between innovation on business performance. In their study, Yun Lin and Chen (2007) also
found that innovation has no significant influence on business performance. Based on the
above discussion, it can be concluded that the relationship between innovation and business
performance is inconsistent.
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The study by Ismail et al. (2013) found that innovation is one of the crucial factors in
entrepreneurial attitudes. Although the definition of innovation varies, the current study
adopts the definition that describes innovation as the ability of micro-traders in Sabah to
innovate or apply technology and practices towards product production and service delivery.
In Sabah, the observed respondents seem to be ready to use the technology introduced by
the relevant agencies. This attitude suggests that they have the intention to change their
habits. Nevertheless, Ibrahim and Saili (2017) concluded that many entrepreneurs were still
feeling less confident to innovate, despite their awareness that innovation would increase
profits in the long run. Yet, the short-term commitment of loan repayment to relevant
agencies is a primary concern.

Personal control, also known as locus of control, refers to a person’s belief in the extent to
which they can influence their outcome or success. The results show that self-control among
micro-entrepreneurs in Sabah has a significant influence and relationship with high business
performance compared to innovation; as personal control increases, the tendency towards
entrepreneurship will also increase proportionally. The result is similar to a survey conducted
by Bulut and Sayin (2010), whereby they found that individuals with high personal control are
likely to succeed in business. Notably, decision-makers need to be highly confident, with a
strong mental focus and be aware of what and where decisions will change. Increasing the
level of inner thinking can improve their ability or motivate them to produce better results to
increase profits. Meanwhile, Mekonnen and Gerber (2015) found the relationship between
personal control and innovation dimension, which demonstrates that a successful
entrepreneur has the confidence, ability, and capability to adapt to new technologies.

Overall, micro-entrepreneurs’ level of practice of innovation and personal control in their
business is at a moderately low level. Micro-entrepreneurs’ approach in carrying out
innovative business is influenced by their tendency to do so. The tendency to take action and
achieve targets is influenced by the entrepreneur personal control and the support from the
supervisory agency. Micro-entrepreneurs’ strategies should include observing, comparing
and improving by learning from competitors’ products and services. In the business world,
such a strategy is not considered “confidential” for producing different products or services
from competitors (Baharuddin, 2009). This strategy will help entrepreneurs to design or
develop products or services that are different and unique. Entrepreneurs need to formulate
plans to develop products or services, able to identify products or services that suit the needs
of customers and enterprises. Therefore, the government and stakeholders need to develop
initiatives that will strengthen the relationships between innovation and self-control with
business performance.

Conclusion

This study aims to examine the relationship between innovation,personal-control and micro-
business performance. However, the level of innovation and personal control among micro-
entrepreneurs in Sabah is still at a moderate level. They need to diversify new ideas and
continuously find new ways to expand their business targets further uniquely and effectively.
Micro entrepreneurs also need to set even higher visions in developing new products and
services are different and have their own special features. Such an attitude is critical to ensure
that the level of business performance is always high, continue to compete and succeed. Thus,
the problem of failure to compete in the early stages of business can be avoided.
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This study’s findings provide a deeper understanding of factors influencing the performance
of micro-businesses and further enrich the empirical studies, especially in the field of
entrepreneurship. In general, this study explains the role of innovation and personal-control
in improving business performance among micro-enterprises in Malaysia. The results of this
study also beneficial to stakeholders of micro-enterprises, namely the government and
related agencies, by inspiring new approaches and implementing suitable programmes,
particularly to address the problems faced by micro-entrepreneurs.

The findings of the study also further contribute to the body of literary, specifically in the field
of entrepreneurship and micro-enterprises’ performance. This study only proposes a
conceptual research framework involving innovation and personal control with micro
business performance. The results of previous works show that this study should be continued
as there is still an inconsistent relationship between innovation and micro-business
performance.

In conclusion, attitudes towards entrepreneurship and towards innovation and personal-
control influence individuals’ tendency to improve the performance of their businesses. If
attitudes towards change and innovation are negative, business performance will not
improve. However, there are some difficulties in determining whether this is a causative
relationship (i.e., that a positive attitude towards entrepreneurship creates a higher level of
entrepreneurship) or rather a higher level of entrepreneurship creates a better attitude, or
whether both are symptoms of other factors. We can assume that different social, cultural,
political and geographical factors influence the level of enterprise and attitude towards
entrepreneurship; to some extent, it obscures the direct impact that may be due to a change
in attitude. In a nutshell, the results of this study conformed to the literature that
entrepreneurial attitudes, namely innovation and personal control, have a positive
relationship with business performance.

Limitation and Study Forward

As with other research works, this study also has some limitation: first, the inherent
weaknesses in the use of questionnaires as data collection instruments (Saunders et al.,
2000). Second, this study considers micro-businesses in general, without separating them into
sectors and levels of development. The results may be different if micro-businesses are
separated according to sectors and development level. Therefore, this study recommends
that future studies consider splitting micro-businesses into appropriate sectors, and
according to the stage of development. Future studies should use other performance
measures to enrich the understanding of the relevance of entrepreneurial attitude
orientation to business performance, particularly in the state of Sabah.
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