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Abstract— Managing product innovations that hold future 

success in today’s competitive and dynamic global markets 

reflects on the firm’s domains of entrepreneurship man 

oeuvres.  This research diagnoses the entrepreneurial spirits of 

restaurateurs in Malaysia by examining their entrepreneurial 

orientations (EOs) when engaging into new product innovation. 

The results of the Exploratory Factor Analysis (EFA) indicated 

that ‘the spirit of risk-taking’- one of the nine-domain of EOs 

that were based upon in this study (Salavou & Lioukas, 2003) – 

appeared to be unfounded. The eight-domain of EOs was then 

structured into two-dimensional construct model, and 

subsequently, tested of its model fit indexes using a covariance-

based structural equation modelling (AMOS).  The implication 

of these findings is discussed along with the limitations and 

future direction of this study.  
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I.  Introduction  
Firms that show high propensity in entrepreneurial 

spirits in product innovation are generally having the 
competitive edge in the marketplace by way outpacing their 
rival competitors [1-2]. Yet, despite of such proposition, it 
remains unclear in an empirical evidence to substantiate this 
occurrence relationship. Theoretically, the fundamental 
assertion of EO is a reflection of the firms‟ managerial 
orientations that fall either one or a combination of these 
domains: proactive, innovative and risk-takers [2-6]. It is a 
salient decision-making process that is carried out at the first 
stage of product innovation process called innovation 
generation [7-11].   

 Indeed, EO relates to the firm‟s managerial 
orientations that pursuit beyond industrial benchmarking. 
Such managerial orientation, in fact, is not knew to 
organizational theory. It first appears in Schumpeter‟s [12-
13] earlier research works, which differentiated 
entrepreneurs from others by having divine individual 
characteristics and personality traits. Since then, over the 
years, EO has been a subject of cultural-related traits of 
entrepreneurs that are strongly correlated to entrepreneurial 
spirits [14-15]. Such revolutions then transformed EO from 
an individual‟s endeavor into a managerial orientation in 
term of navigating the firm‟s strategic postures away from 
dormant methods, practices and decision-making styles [2]. 
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Notably, apart from being innovative, the act of risk-
taking is highly correlated to entrepreneurial spirits.  Such 
an act refers to those managers (or owners who run the 
operations) that are bold enough in their decision-making 
process to enter unchartered territory in relation to the firm‟s 
innovation undertakings [16]. Such boldness, however, may 
not always be radically innovation oriented. Radical 
innovation is defined as incorporation of new knowledge 
into the innovation development [17]. This is because 
innovation that is considered new and bold to the firm may 
not necessary new in the market, yet it can still be effectual 
if it is engaged in product-market innovativeness and 
introduced at the early stage of its life cycle in the 
marketplace [18-21]. Therefore, continuous improvement of 
existing innovation works is what needed so that existing 
service or products can be incrementally improved. 

Additionally, proactiveness, on the other hand, refers to “the 
will and foresight [of the manager] to seize new 
opportunities” [22: 147]. Specifically, it refers to managerial 
„know-how‟ in seeking new opportunities that hold future 
needs by way of being a pioneer either in the industry or 
market [23].  In contrary, innovativeness, according to 
Lumpkin and Dess [22:142], “reflects a firm‟s tendency to 
engage in and support new ideas, novelty, experimentation, 
and creative process that may result in new product, services 
or technological process”. 

II. Background and Purpose  
Over the years, many consumers‟ foodservice markets 

across the globe have reached to a level of saturation point 
[24-26].  By definition, market saturation refers to a 
diffusion of similar product orientations in an abundance 
manner in a given marketplace [19] [27-29]. Due to the 
nature of entry into a foodservice business is virtually no 
barrier, though tricky, emergence of new comers offering 
product concepts that mimicked with those existing ones is 
archetypal in this industry [29].  This phenomenon, which 
Jones and Wan [29] called the „copy-cat system‟ in one of 
their four types of product innovation in the foodservice 
industry, further escalates the degree of the market 
saturation, and if there is no sudden growth of market 
demands in the marketplace, depletion of market share gains 
is inevitable [18]. Hence, such a condition presents great 
challenges for restaurant entrepreneurs to stay afloat in 
business and maintain market shares. 

Strategically, one of the keys to keep up the business 
afloat is through innovation, and if such innovation is 
orchestrated in innovativeness manners, gaining larger 
market shares is attainable [30-32]. Such a notion is well 
documented in entrepreneurship paradigm that entails a 
firm‟s strategic product innovation maneuver that adopts 
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entrepreneurial orientations (EO), such as being 
proactiveness and willingness to take higher risks, is 
generally to be more successful [33]. Indeed, the concept of 
an entrepreneurial orientation (EO) is the reflection a firm‟s 
strategic managerial orientations adoption [3]. Yet, strategy 
in managing product innovation that holds future success or 
failure in the marketplace also reflects on the firm‟s levels of 
innovativeness undertakings [32] [34-37], which then spur 
the outcome of the types of product innovation [38].  
Review in the literature indicates that majority of new 
products are being developed base on incremental 
innovation orientations as opposed to the opposite 
orientations that personify EO [39-42], despite claimed by 
others of its competitive advantage [2] [43-44].     

In the perspective of restaurant industry, two opposing 
schools of thoughts in regards to menu innovation have been 
constantly debated.  One takes the view that developing and 
introducing new menu products reflects on the proactiveness 
of the chef‟s innovativeness in crafting gastronomic and 
culinary inventions, whereas on the other side of the coin 
suggests that foods should be developed based on consumer 
habits, acceptances and preferences [26]. This paper, 
however, does not attempt to approve or to disapprove 
between these two opposing propositions. Instead, over the 
years, many propositions have been put forward on this 
subject matter and such debates appear to be endless.  In 
Berthon, Hulbert and Pitt‟s findings [45], they conclude that 
product innovation is indeed can create new market and 
customer. Another study also postulates innovativeness in 
product innovation by ways of “learning and tracking 
customer needs, develop new products and services that 
address those needs, and finally, develop and implement the 
internal processes that enhance customer-need 
understanding and product development” [46].  Narver et al. 
[46] suggest that “a market orientation, whether responsive 
or proactive, should be the foundation for a business‟s 
innovation efforts”. Salavou and Lioukas [43] assert that 
existing approaches to product innovation however are 
conceptual in nature and lack of empirical evidence. To 
compete, most firms, if not all, face greater competitions 
within the industry due to constantly and globally redefined, 
and therefore, become a subject of investigation across 
various empirical settings [43] [47] [38-40]. 

This study, therefore, was set forth to extend EO 
research, focusing specifically to the restaurant industry in 
Malaysia. The study‟s unit of analysis of restaurant sectors 
was chosen because of the phenomenal growth rate of the 
industry since the early 2000 that saw an average growth 
rate percentage of nearly reaching 7% annually for the past 
ten years.  Out of the six sectors, four of the notable 
restaurant sectors, namely Full-Service Restaurants (FSR), 
Fast food, Cafés & Bars, Street stalls/Kiosks have shown 
remarkable growth rate where the Cafés & Bars‟ sector 
being the frontrunner follows by FRS and Fast Food with  
27%, 19% and 11% growth rate by number of units [27]. 
Hence, given the fact that the nature of entry to restaurant 
business is virtually no barriers [48], the number of units is 
expected to increase proportionately across the consumer 
foodservice markets in Malaysia. Though this indispensable 
growth rate is seen prosperous for the industry, 
pragmatically, such a market condition is in fact hazardous 
for business longevity due to progressive depletion of 
market share as new comers allure to join the fray. 
Consequently, if there are no sudden new demands, this 

overly supply of food products and services in the 
marketplace is potentially detrimental to business sales, and, 
given the fact that restaurant business has high fatality rate, 
this could very well lead to many restaurants fall to 
bankruptcy.  To this notion, we posit that for entrepreneurs 
to have an edge in this competitive saturated market and 
remain afloat in business, strategically, acute innovation 
management has to be adhered to in order to potentially 
create new market and customers [45].  Thus, entrepreneurs 
that are competing in a saturated consumer market ought to 
be innovative in their new product development (NPD) and 
services as this deems to be the key business strategy that 
they can be relied upon to drive sales growth and gain 
market shares [24]. 

Generally, managing new product innovation falls into 
two domains of orientations that are either to adopt radical 
or incremental approaches to product innovation [38]. 
Radical innovation orientations are frequently linked to the 
concept of EO in both marketing and innovation 
management literature [36] [43] [49-50]. While most 
entrepreneurial studies have discreetly conceptualized EO as 
an act of entrepreneurship domains, a closer review in 
literature indicates that some firms do practices divergent 
EOs, which means firms‟ EOs, can also be in defensive 
mode [34]. Ansoff [51] argues that the stability, 
assertiveness and coherence of a strategy within a firm, 
largely, rely on their management‟s strategic orientations 
that subsequently lead to the directional manoeuvre of the 
firm. Therefore, according to Wood and Robertson [4], the 
conceptualization of strategic management orientation also 
includes a range of dormant characteristics of the manager 
preferences towards “risk-taking, entrepreneurship, 
objectively, assertiveness and information use”. In 
organizational theory, firms are scale-down based on how 
well its strategies are being developed, such as those that are 
guided by well-developed strategies that are “enduring in 
nature and are aggressively pursed” [35].   While the other 
side of the scale are those firms with less developed 
strategies, which are “more influenced by management 
intuition, hunches and unplanned reactions to unanticipated 
events” [4].  Both sides of these scales of strategic 
orientations are terms as “proactive” and “reactive” that 
designate manager‟s traits, which in turn influence one 
firm‟s managerial behavior [52]. 

III. Hypotheses  
Based on the above contextual explanations, a research 

question is then forwarded as to what EO strategy-decision 
making might be expected to occur when restaurateurs 
develop/introduce their menu products in a consumer market 
that has reached to its pinnacle. As discussed earlier, the 
spectrum of EO may not always be skewed to offensive 
approach as propaganda in literature since some 
entrepreneurs may opt for defensive stands. Strategically, 
this could be due to the nature of the surrounding business 
landscapes, such as opportunities and threats, and along with 
the capability of the management team‟s strengths and 
weaknesses. This notion of EO strategy points to managerial 
challenges in generating ideas and manoeuvring the 
innovation activities, conditional to the degrees of both 
external and internal factors being absorbed by the 
management team. Such a scenario implies that 
entrepreneurs that are categorized as being defensive are 
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likely to rely on incremental approach where existing 
knowledge is preserved with minimal 
alterations/medications being put forward to the NPD. On 
the opposite side, novelty entrepreneurs, in theory, are risk-
takers and seek new knowledge and incorporated into the 
NPD so that new products emerged away from the old ones. 
This suggests the followings: 

H1: Restaurateurs when engaging into new product 
innovation use offensive EO. 

H2: Restaurateurs when engaging into new product 
innovation use defensive EO. 

IV. Methodology 
This study was conducted via online during the third-

quarter of 2015 using a purposive sampling technique where 
restaurant establishments were identified from two data 
bases, namely the Small Medium Enterprises (SME Corp.) 
and Malaysian Malay Business Chember (Dewan 
Perniagaan Melayu Malaysia - DPMM). At the time of the 
online survey being distributed via e-mails, there were 
nearly four thousand registered and active restaurant 
establishments. These active members were then identified, 
and subsequently invited to participate in this study‟s online 
survey via their respective valid e-mail addresses.  After two 
weeks of the online survey was e-mailed, two waves of 
follow-up e-mails were deployed with a simple note of 
gentle reminder. In early 2016, a total of 357 data received 
for an estimated response rate of 9.9 %. The conventional 
data cleaning was then performed to this data using SPSS 
Ver. 22 where minimal cases of data were found to have 
extreme missing values and they were omitted subsequently. 
Actual 337 data were reached to be the final sample size of 
this study and deemed appropriate for further statistical 
testing. A summary of the respondents‟ demographic profile 
is presented in Table 1. 

TABLE. 1. DEMOGRAPHIC PROFILE OF RESPONDENTS N=337 

Variable  Frequency % 

Age 
  Up to 25 years 

  26-35 years 

  36-45 years 
  46-55 years 

 
4 

161 

155 
17 

 
1.2 

47.8 

46.0 
5.0 

Education 

 Secondary  
 Vocational  

 Diploma 

 Degree 

 Postgrad 

 

8 
21 

131 

151 

26 

 

2.4 
6.2 

38.9 

44.8 

7.7 

Business tenure 

  1-3 years 
  4-6 years 

  7-10 years 
  > 10 years 

 

54 
147 

126 
10 

 

16.0 
43.6 

37.4 
3.0 

Types of Business 

  Sole proprietor 
  Partnership (other than family) 

  Family partnership 

  Company (other than family) 
  Family company 

 

74 
151 

44 

48 
20 

 

22.0 
44.8 

13.1 

14.2 
5.9 

Franchise 

  Yes   
   No  

 

149 
188 

 

44.2 
55.8 

Types of restaurant 

 Cafes/bars 
  Street stalls/kiosk 

  Fast food 

  Full service restaurant (FSR)  

 

131 
10 

47 

149 

 

38.9 
3.0 

13.9 

44.2 

The scale measure used in this study to diagnose 
restaurant entrepreneurs‟ EO was adopted from the nine 
original measurement scale of Salavou and Lioukas‟ [43] 
EO by-polar semantic differential seven-point scale. This 
research instrument scale was deemed appropriated and had 
been previously used to measure product innovation 
orientations [38], where the characteristics of both 
incremental (defensive) and radical (offensive) orientations 
were paired side-by-side using a seven-point scale. 

V. Findings and Discussions 
To meet the aimed of this study‟s main objective, an 

exploratory factor analysis (EFA) was first performed to 
seek the factorial structure of both EO spectrum. In the EFA, 
we specifically set the extraction factors to two as it was 
already known there are only two dimensions of innovation 
orientation: incremental (defensive) and radical (offensive), 
deploying extraction method of Maximum Likelihood 
Estimation (MLE). The results of the EFA appeared to 
support confirmed of the two factors, which is summarized 
in Table 2 along with its psychometric parameter values.  

TABLE. 2. EXPLORATORY FACTOR ANALYSIS (EFA) 

Construct: Entrepreneurial Orientation (EO) Pattern Matrixa 

(Coefficient Alpha for scale:0.852 ) F1 F2 

   
Factor 1: Incremental 

  EO1-Product introduction 
  EO2-Changes of products 

  EO7-Strategic respond to action 

  EO8-Strategy for new product introduction 
  EO9-Strategy for competitive actions 

 

.758 

.501 

.744 

.931 

.693 

 

Factor 2: Radical 

  EO3-Emphasis of product development 

  EO5-Innovative strategy acts 

  EO6-Innovative strategy adoptions 

 

 

 

.897 

.942 

.608 

 
% of total variance explained 50.16 13.55 

Cumulative variance (%) 50.16 63.72 

Coefficient alpha .833 .730 
Number of items 5 3 

Extraction method: Maximum Likelihood Estimation (MLE) 

Rotation Method: Promax with Kaiser Normalization 

ªRotation converged in 3 iterations 
 

Subsequently, the second-order latent variable model of 
EO was examined of its validity and reliability along with its 
model fit indexes using AMOS Ver. 22; a co-variance based 
structural equation modelling. Summary of its findings are 
presented in Table 3. Assessment between the AVE values 
and the squared correlations among the latent variables was 
also made to measure the model dimensional discriminant 
validity and proved satisfactory where each of the latent 
variables was found related to its only own measures than 
with other. 

TABLE. 3. PSYCHOMETRIC PROPERTIES OF THE OUTER 
MODELS 

Latent 

variables 
Items Loadings SE Cr CR AVE 

Incremental EO1 
EO2 

EO8 
EO9 

.795 

.729 

.886 

.752 

.112 

.112 

.098 

.072 

11.190* 
12.834* 

15.137* 
11.190* 

.871 .628 

Radical EO3 

EO6 

.713 

.807 

.125 

.080 

10.008* 

10.080* 

.580 .733 

Note: SE: standard error; Cr: critical ratio; CR: composite reliability; AVE: 
average variance extracted. Item labelled EO7 and EO5 were omitted from 

the structural model due to lower loading values > 0.7. *  < 0.01 
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Results of the Confirmatory Factor Analysis (CFA) 

yielded empirically acceptable model fit indexes as all the 

required values were found above the threshold values with 

a ρ value of .055 obtained: a chi-square to df ratio (χ
2
/df) of 

2.054, root mean square error of approximation (RMSEA) 

of .056, Tucker-Lewis index (TLI) of .983, comparative fir 

index (CFI) of .993, goodness of fit index (GFI) of .988, 

Bentler-Bonet  (1980) normed fit index (NFI) of .987, and 

standardized root mean square residual (SRMR) of .0242.  

 

 
 

The findings point that the model of EO yielded in this 
study indicates that restaurateurs appeared not truly embrace 
the domains of radical EO when engaged into new product 
development.  The result of the CFA clearly shows that 
retained item labelled EO1, EO2, EO8 & EO9 that are 

significant at  < 0.01 can be reasonably confirmed that 
restaurateurs in Malaysia are practicing incremental product 
orientations. Despite of the prevailing consumer foodservice 
market condition in major cities like Kuala Lumpur, Penang 
and Johor Bahru have reached to its saturation point [54], 
and many more territorial cities predicted to follow suit, the 
result can also be interpreted that the consumer foodservice 
markets in Malaysia in general are less likely to have 
product newness. This is because of all the nine-item 
measures of EO, only item labelled EO3 & EO6 found 
confirmed support of radical product orientation adopted by 
Malaysian restaurateurs. 
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