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INTRODUCTION 

Moving forward to 2021, Covid-19 has altered the future of business in ways that will last long even after the pandemic 

is over. Since the commencement of the Movement Control Order (MCO) in March 2019, businesses in all industries are 

restricted to close in a long run for the prevention of coronavirus outbreaks. Any open premises and manufacturers that 

breach or disobey the standard operating procedures (SOPs) will get a penalty of up to RM50,000 while the individuals 

will be compounded from RM1,000 to RM10,000 (TheStar, 2021). When reviewing this situation, the Emergency 

(Prevention and Control of Infectious Diseases) (Amendment) Ordinance 2021 still has many deficiencies in certain 

aspects. There is no denying that this updated ordinance is an excellent proactive action to combat the coronavirus but 

from the small entrepreneur perspective, it burdens them as they were already struggling to survive in the market (Yusof et 

al., 2021). The ordinance is unreasonable for certain reasons. Firstly, many people try to survive in pandemic by opening 

small businesses (self-employed) and the majority of them try to venture into the food business because it can be a home-

based business as a starter pack. 

There are SOPs made by the Malaysian government for cafes and restaurants to operate during MCO such as one-

meter table distancing, body temperature scanning, outlet disinfection three times a day, and operating hours from 6 am 

to 12 am daily. However, not all these conditions revert things to normal again due to the changes in consumer behavior. 

These guidelines seem hard to follow, forcing all restaurants to adapt to food delivery service technology. By that, the 

sellers can run their business like usual because the food delivery service provides contactless ordering, and contactless 

payment, and practice the social distancing procedure by doing delivery or takeaway instead of dine-in the restaurant. In 

response to Covid-19, people tend to use online delivery services such as Grab Food, Food Panda, and other delivery 

service platform to fulfil their needs and requirements. Based on the statistics on food delivery services in Malaysia, this 

sector is expected to reach $281 million in 2021 (Hirschmann, 2021). 

The demand for using the food delivery system is raising tremendously as this system is one of the conventional 

systems for people to use to avoid the risk of infection with the virus. This increases the chances for entrepreneurs of 

making more earnings during this period, allowing the company to survive. Many businesses see the food delivery system 

as an opportunity for them to continue their business amid the pandemic crisis as this system provides the connection 

between the seller and customer easily with the help of internet accessibility. However, sometimes the food delivery 

service has trouble in some aspects such as bad food packaging, missing items, miscommunication between both parties, 

and the rider behavior itself. Therefore, this situation would lead to low customer satisfaction. 

ABSTRACT – The Covid-19 crisis has affected many industries since 2020 as the virus forced 
businesses across the country including small businesses such as restaurants to close. There is 
growing pressure on the number of business misfortunes as they battle to see through the fierce 
period to survive, especially when the government's Movement Control Order (MCO) was 
commenced. Hence, this study aims to find out whether innovation practices among restaurants 
owner can significantly affect the restaurant’s productivity and survival during the national recovery 
phases. The objectives of this research are to determine the level of innovation practices of the 
restaurant businesses in Johor Bahru during post-pandemic Covid-19 as well as to determine the 
effect of innovation practices on productivity and survival. In this study, 180 restaurant owners in 
Johor Bahru were selected by using convenience sampling. The result revealed that a positive and 
significant association was found between the practice of innovation on the productivity and 
survivability of the restaurants. This study is significant because it provides evidence in the 
Malaysian context that could stimulate a better understanding of the importance of innovation 
practice in boosting productivity and extending the sustainability of restaurants, particularly micro-
business restaurants, from the insights of owners or customers.  
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Hence, the restaurant should come out with good packaging to secure the food and counter this issue. As a result, many 

restaurants will change their traditional operations to a new operation that induces technology and innovation in it to 

enhance their businesses’ performance during this endemic phase. Thus, the introduction of innovation for the business 

strategies will provide long-term business survival which enhances their business potential and productivity. The 

government came up with the decision to reopen the economy after 90% of adult citizens get vaccinated (Kumar, 2021). 

Besides, Malaysia is currently moving to the endemic phases. At the same time, the strategy to reopen the industries is 

the golden chance for businesses to regenerate their resume business activities. In this unprecedented situation, 

government support is a crucial factor in the development of the restaurant business. Therefore, based on the above 

statement. this study aims to address the following research questions: Do innovation practices influence the micro 

business restaurant’s productivity and survival during unpredictable situations? 

LITERATURE REVIEW 

Productivity 

The Covid-19 pandemic has changed how business is conducted across many industries including the food industry 

specifically in food service restaurants and cafes. It can be seen as a disruption or an opportunity to grow by riding the 

new trends and capturing the digital-savvy consumers. Even before the Covid-19 pandemic hit our country, the food 

industry has been provided with many initiatives to support its business development. Those initiatives were given by the 

government to alleviate the burden, especially for the new business. There is a financial crisis that exist in the year 2013 

but the Malaysian economy are slightly affected which means the crisis was still under the government’s control. However, 

in the fourth quarter of 2019, the Malaysian economy pointed out that the 5 main industries: agriculture, mining, quarrying, 

manufacturing, construction, and services are struggling in facing the Covid-19 crisis. This can be proven through the 

statistics released by the Malaysian Productivity Centre (MPC) for 2020/2021. 

Malaysia’s productivity growth decreased enormously from 2.3% in 2019 to -5.5% in 2020 (MPC, 2021). That was 

the worst drop compared to the past 20 years. After a very challenging period, Malaysia finally changed to the endemic 

phase where many businesses including restaurants are finally back in full swing. Despite that, who will survive and thrive 

in the future, depends on how quickly they can adapt to this uncertain situation. Current literature explains the innovation 

and productivity relationship. The study in Slovenia by Maleti (2021) explains that sustainability innovation has provided 

direct and indirect effects on the overall economic performance through non-financial performance, which includes 

innovation performance, environmental performance, and social performance as the mediator. 

According to a previous study in Spain, the effectiveness of innovation is the main reason for success in business 

productivity and performance as the competitive forces act as an inhibitor (Hernández- Espallardo & Delgado-Ballester, 

2009). Based on the previous study in Taiwan, the ability to configure innovation has a significant relationship with 

discerning innovation conditions (Su et al., 2018). A case study in Riyadh, Saudi Arabia also shows that innovation and 

business productivity have a positive relationship when external support such as government, business advisors, and non-

government organizations lend a helping hand to support small and medium enterprises (SMEs).  A previous study from 

Vietnam that investigate the traditional way of Vietnam enterprise has provided three fundamental aids and key factors of 

competitive advantage for the small and medium enterprise to upgrade their overall business style (Lang et al., 2012). The 

investment capabilities act as the mediator before implementing the technology innovation. This study used survey 

questionnaires and targeted the CEOs and related managers from different departments to answer the surveys. The next 

previous study stated that many of the SMEs in Mexico face problems in the business model. The strategy of innovation 

for small and medium enterprises should be aligned with the new normality to boost the recovery phase (Caballero-

Morales, 2021).  

Another research conducted in Spain proposed that the CDM model, which is the process innovation inside the service 

company, has successfully increased labor productivity in the workplace (García-Pozo et al., 2018). The study in China 

indicated that the introduction of innovative practices inside big firm help the companies enhance their export rate (Guan 

& Ma, 2003). There is a positive relationship between process innovation and the export performance of a company. 

There are six components of the literature that seek to discover the drivers of company failure which are bankruptcy 

quantification, enterprise productivity, business metrics, organizational environment, social influences, and self-

employment analysis (Barbosa, 2016). This research shows that the higher the profit, the higher the labor productivity of 

a business which indicates prolonged business survival. The study in Australia also found a similar result. This study 

focused on the tourism industry. During this post-pandemic Covid-19 phase, all businesses in the tourism industry face 

the struggle to stay resilient even though development to recover back is persistently slow (Nguyen et al., 2021). The result 

of this study shows the significant and positive effect of the implementation of marketing innovation and the introduction 

of technology on the productivity of SMEs in the tourism industry. A study in the USA by Cho and Bonn (2021) explains 

restaurants are a business that is dominated by small and medium enterprises (SMEs). In particular, restaurants undergo 

a 60% failure rate within the first year of their opening. This situation causes the difficult issue of properly identifying 

and implementing those salient aspects required to nurture the survivability of the restaurant. Companies with good talent 

management, efficient resource management, effective brand management, and innovative corporate cultures are likely 

to form and maintain restaurant competitive productivity (RCP). 
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Business Survival 

Barasa et al. (2018) stated that business survival refers to the ability of a business or enterprise to withstand shocks 

and transform in face of challenges. Business survival has a similar meaning to business sustainability and business 

resilience. At this point, business survival is the corporate catchphrase on everyone’s lips. Apart from the top manager, 

other parties such as employees, customers, and suppliers are the group of people that also get benefits from the business’s 

survivability (Carnahan et al., 2010). It saves many individuals from job layoffs and disconnection from the supply 

chain. However, there is still research that proves the weak relationship between innovation and business survival. 

According to Naidoo (2010), he stated that product innovation does not support customer orientation, which places under 

the market orientation. The previous research explains the adoption of customer orientation only leads to product 

imitations, not innovation. Thus, when the innovation is not applied, the business survivability will remain the same, which 

can cause them to have a short period of existence in the market. This study obtained 184 responses from textile SMEs. 

Numerous studies have demonstrated the association between innovation practices and business survival. Previous 

research by Adam and Alarifi (2021) has shown that the adoption of any type of innovation practices inside the firm gave 

a positive impact on business productivity and performance even though the Covid-19 pandemic put a little struggle on all 

types of business in many industries. The article strongly mentioned external support as the mediator to reach business 

survival after the pandemic Covid-19 hit the world. This research was conducted randomly on 259 SMEs in Saudi Arabia. 

The survey questionnaires were the instrument to conduct this quantitative research. The same research in Indonesia also 

stated that government aid, under the context of external support is crucial in helping small and medium size restaurants 

to implement innovation inside the business that indirectly increases the productivity of the whole business structure 

(Najib et al, 2021). After the government gives the green light for opening and operating the premises, the business owner 

is concerned about how to tell people that their business is still going on, what type of delivery they used, the unique 

demand and request of the customer, and many other related questions that are usually asked by the customers. A sample of 

120 restaurant owners and managers participated based on the purposive method. 

A study in Bangladesh stated that the critical strategic solution for an organization to overcome the crisis is through 

the efforts of strategic innovation that came from the leadership of upper management (Islam et al., 2021). The study has 

analyzed and reviewed over 360 articles and conducted semi-structured interviews session with the SME director and 

manager as the measurement support. Leadership spirituality gives a positive impact on the innovation action by the leader 

inside the company. When innovation practices are implemented, it indirectly leads to an emerging level of business 

survival. Next, a conceptual paper by Islam and Wahab (2020) also summarized that shifting the focus scope from 

performance to a more holistic approach can help strategic innovation-focused sustainable growth to give a great impact 

on SME survival. This study that has been conducted in Malaysia also detected that innovation practice in terms of 

exploitation and exploration is a mediator between business structure and SMEs’ growth. In an article by Salunkhe and 

Rajan (2021), it was shown that innovation capability can avoid the organization from exiting the industry and toughen 

its survival amidst the global crisis. This study conducted during the pandemic phase uses a triangulation methodology 

that analyses three different factors which are past research, managerial insight, and popular press article. The qualitative 

method was used to get in-depth information. Therefore, seven telephone interviews and 41 online interviews were 

conducted which involved 48 managers from different companies around the world. 

Another previous study based in Yogyakarta explained that innovation capabilities positively influenced SMEs’ 

performance (Utomo, 2020). The findings revealed that the Muslim religion and creative skills in terms of service and 

product innovation based on the market demand had a substantial impact on business survival. The influence of company 

survival on innovative capabilities was dramatically diminished by environmental unpredictability. Environmental 

uncertainty, on the other hand, had a negligible impact on the influence of the Muslim religion on company survival. These 

findings highlight the significance of religious development for small business owners in this period of distress. During 

the Covid-19 epidemic, innovation is also vital in boosting the firm survival of small businesses. To boost economic zeal, 

the government should give religious help to small businesses both during regular times and during times of crisis. The 

government should make information more accessible to small business owners so that they may implement marketing 

innovations and have access to a larger market.  

According to Purnomo et al. (2021), more comprehensive business plans spur innovation by identifying undiscovered 

potential for value creation and establishing new relationships between business model aspects. This study was 

conducted on small and medium enterprises excluding micro-businesses in five different industries and also claimed 

that to obtain the opportunities that arise from the crisis, expansion-oriented SMEs must develop a competitive attitude 

that includes flexibility, rapidity, innovation, and leadership effectiveness. Therefore, the result proved that process 

innovation has a significant relation to business survivability. This is because the small organization tends to have a fast 

reaction to changing markets as well as the flexibility to create innovation in the changing situation. 

A study in a family-based company in Finland by Leppäaho and Ritala (2021) also indicated that innovation is one of 

the strategies to stay resilient in which the crisis is the catalyst to implement innovation practices inside the company. 

This is because organizational transformation is not enough to overcome the crisis. The Finnboat company was the targeted 

sample due to the year of the firm’s operation being more than 30 years which indicates that it has dealt with three 

financial crises. The interview was conducted with all the upper positions based on the organizational structure of the 

company. Based on a recent study in Taiwan by Sheng and Margaret (2021), the exploitation and exploration of 

knowledge gave different effects on business survival strategies. However, the result shows a significant relationship 
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between knowledge management and the level of business survival. The study was conducted on 207 companies that 

have small, medium, or large profits based. 

Innovation Practices 

Innovation is a vital element of organization continuity (Ortiz-Villajos, 2014). According to Ming et al. (2021), 

innovation is the fundamental element behind the continuance and survival of a business as it promotes the company's 

future growth, as well as its long-term success. Omar and Morales (2021) specifically identified some of the 

manifestations of this type of innovation, which include product innovation, process innovation, and service innovation. 

All these innovations are important in business. Product innovation involves the launching of new or better-improved 

products while process innovation is all about finding better, improved, and more efficient ways of the processes that are 

involved in delivering products or delivering services (Adam & Alarafi, 2021). During the pandemic, many restaurants 

closed their operations when the government mandated lockdown. Since that, the economy witnessed many businesses start 

to apply technology to communicate with customers, suppliers etc. After the government announced the reopening of the 

economic sector in Malaysia, many innovations exist to combat the spreading virus and meet the strict SOPs guidelines. 

For example, the restaurant owner serves the food to the customers using robotic waiters. Other than protecting the 

customer and workers’ health, it also speeds up the serving food process, especially during peak hours. This pandemic 

changed the consumption pattern of customers. Dine-in at the premises is not favorable anymore during post-pandemic 

because customers choose to stay safe from the virus. Thus, the existence of many service deliveries can be classified as 

service innovation. Delivery services such as Food Panda, Grab Food, Lalamove, and so on became popular services used 

by restaurants and customers to get their desired foods and stuff. 

Therefore, innovation is a critical mechanism that will provide any restaurant with the needed competitive advantage 

in facing the uncertainty of business scenarios that occur in this post-pandemic (Islam et al., 2021). If innovation cannot 

be practiced, as Ming et al. (2018) claimed, this problem will expand and create barriers to enhancing the speed, accuracy, 

and efficiency of the products which can be expressed with the help of advanced technologies and expertise of a certain 

field. Hence, this will negatively affect the performance of the business due to the unchangeable design and features of a 

product, such as appearance, quality, price, and service. In fact, the study conducted by Bin et al. (2021) revealed that the 

outcomes of unpractically applied innovation not only negatively affect business performance but also increase the 

possibility for the food business to vanish from the industry due to its irrelevant fit into the market. 

Besides, leadership that promotes no innovation initiatives is a recurring problem for many restaurant businesses 

because their inability to confront the crisis will negatively affect the business productivity during the period (Islam et 

al., 2020). Hence, in this context, this research aims to determine the influence of innovation practices among restaurants 

to enhance their business’s performance and survival during post-pandemic Covid-19. At the same time, this research 

aims to explore the brainstorming of ideas that these restaurants do to stitch this industry and communities back together 

better than they ever were before. There is an immense amount of opportunity for collective innovation and collaboration 

as the country moves through this phase and into the recovery phase. This proposed thesis also aims to determine the 

level of business productivity and identify the likelihood of the restaurant’s survival during this endemic phase of Covid-

19. The researcher explained that there is a need to determine the level of productivity and performance of the food business 

because understanding the difficulties that they have encountered will put the researcher in the best position to offer some 

alternatives to the problem. In the case of the micro-business restaurant in Johor Bahru, which is struggling to reopen back 

the business, investigating their lived experiences as well as identifying the factors that caused them to survive the 

business journey are the very first steps in addressing the problem. 

Hypotheses Development 

Previous studies showed much evidence that innovation practices are significant factors in predicting restaurant 

productivity and survival (Adam, & Alarifi. 2021; Naidoo, 2010; Maleti, 2021). The more the restaurants apply innovation 

practices in their daily business basis, the more likely their business is to stay relevant in the market and be productive 

(Hernández-Espallardo & Delgado- Ballester, 2009). Additionally, Maleti (2021) found that it is vital for any business to 

innovate, create new goods, redesign old items, and invest in research and development (R&D). The demand for 

innovation is emerging the need for product customization. According to the above relationships, the researcher conducted 

the hypothesis; H1: There is a significant relationship between innovation practices and restaurant productivity. 

Regarding innovation practices, SMEs' survival is put at risk during times of crisis. A business can thrive and survive 

if it can adapt to the circumstances and its surroundings (Schulze et al., 2014; Sompong et al., 2014). SMEs have a shorter 

lifespan than large enterprises. They are more profitable and are heavily influenced by external environmental factors. 

Several studies indicate that survival is an objective determinant of firm success (Hemert & Nijkamp, 2013). One of the 

vital elements of the survivability and continuity of SMEs restaurant is innovation. Innovation is vital for the survival and 

progression of any enterprise because it is the driving force behind the business's future growth, as well as the enterprise's 

future success. Previous research suggested that innovation practices are applied to deal with the business drawback and 

obstacles to the success and survival of food SMEs in the industry. Few other researchers have addressed this relationship 

by focusing on concepts that are valid for both innovation and enterprise survival. For example, small enterprises are 

unable to survive and continue to operate unless they are innovative (Maarse & Bogers, 2012). As a result, this study aims 

to prove that the new and innovative business efforts made by SMEs to overcome the negative impacts of the COVID- 19 

pandemic can yield positive results for these businesses. As a result, the second hypothesis of this study is stated; H2: 

There is a significant relationship between innovation practices and restaurant survival. 
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METHODOLOGY 

This study employed a quantitative research design, and a survey questionnaire was used to collect the data. The 

innovation dimensions established by Maleti (2021) were adapted to measure the independent variable, which is 

sustainable innovation practices of the restaurant business. There are seven items all together to be given to the 

respondents. The highest score among the indicators determines the strategy used by restaurant owners in the food 

industry. The dependent variables contain two variables. The first dependent variable, which is restaurant productivity, 

was evaluated using five items by adapting Cho and Bonn’s (2021) study. The second dependent variable, which is 

restaurant survival, was adopted from Islam et al. (2021) and Naidoo (2010) and it has eight items under it. The 

measurement for variables in this study was the five-point Likert Scale. It was one of the scaling methods most commonly 

used in the research on social attitudes (Kothari, 2004). This is because Likert scales consist of chosen items which can 

clearly show positive or negative attitudes. 

The sample for this study was drawn from the list of SMEs from Majlis Bandaraya Johor Bahru (MBJB). Firstly, this 

study was focusing on service innovation, therefore, SME microbusiness restaurants were chosen. Second, the micro-

business restaurants that were using the online delivery service were selected. Thus, the restaurants that did not use the 

online delivery service (ODS) were excluded. A power analysis using the G Power software statistical program with a power 

of 0.80, p < 0.05, and an expected medium effect size of 0.15 was selected to determine the desired sample size target for 

this research. This 80% power is the bare minimum required for social science studies (Gefen et al., 2011). The G power 

analysis was calculated on the basis number of latent variable predictors, which in this study was two. As a result of the 

power analysis, the lowest sample size required was 68 respondents. This finding showed that 68 respondents were 

sufficient to demonstrate the study's power of the effect size. Following data gathering, the overall sample size for this 

research was 180, far exceeding the recommended minimum number. Data were gathered from all micro-business 

restaurants in the Johor Bahru area and focused on the business owner. The data collection was conducted by using mail, 

online survey, and physical distribution of questionnaires. 

RESULTS 

Demographic Analysis 

The demographic data obtained from 180 restaurant owners were summarized in Table 1. The majority of the owner 

of the restaurants was female, 56.1%. The majority of them are aged between 31-42 years old and have been operating 

for less than five years with a number of employees of less than five people.  

Table 1. Demographic Results 

Demographic Description Frequency Percentage 

(%) 

Gender Male  79 43.9 

Female 101 56.1 

Age 31-40 years old 62 34.4 

41-50 years old 56 31.1 

51-60 years old 33 18.3 

61 and above 6 3.3 

Year of Establishment Less than 5 years 134 74.4 

5-10 years 35 19.4 

11-15 years 8 4.4 

More than 15 

years 

3 1.8 

Number of Employees 1-5 employees 153 85 

6-10 employees 22 12.2 

More than 10 

employees 

5 2.8 

 

Reliability Analysis 

Table 2 shows the summarized reliability test results for the independent variable of this study. The total measured items 

are equivalent to 20 items: 7 items of innovation practices (IP), 5 items of restaurant productivity, and 8 items of restaurant 

survival. The Cronbach’s Alpha for IP, LRP, and LRS is 0.710, 0.651, and 0.715 respectively. The reported values are 

considered reliable and acceptable. Lastly, the excellent overall reliability result concluded that this instrument used is 

acceptable and appropriate to ensure the validity and reliability of the study. 
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Table 2. Reliability Test Results 

Variables Cronbach's Alpha (a) N of Items 

Innovation Practices 0.710 7 

Restaurant Productivity 0.647 5 

Survival 0.713 8 

Overall variables 0.832 20 

Descriptive Analysis 

The mean and standard deviation of the items included in Table 3 shows the results of the descriptive analysis for 

deeper insight. The mean value indicates the average response for each item (Krejcie & Morgan, 1970), while the standard 

deviation value shows the dispersion of the data around the average value. The central tendency of each variable item is 

evaluated based on the level of mean measurement (Chua, 2006). The mean score for the items of the level of innovation 

practices is considered high with an average mean value of 4.26. The average of standard deviation values for these 

variable items is 0.561 which interprets the data were not overly dispersed around the mean score. Next, the average mean 

range for items of the level of restaurants’ productivity is also high which is 4.20. Meanwhile, the average standard 

deviation of restaurant productivity items shows the data is clustered close to the mean values which are 0.579. Besides, 

the items for level of the restaurant’s survival items show an average mean score of 4.34 which indicates high mean scores. 

It is evident that many respondents chose to agree and strongly agree with all the variables’ items. 

Table 3. Reliability Test Results 

Variables Average Mean Average Standard Deviations 

Innovation Practices 4.26 0.561 

Restaurant Productivity 4.20 0.579 

Survival 4.34 0.539 

Significance Statistics Test 

Kolmogorov-Smirnov tests were used to examine the assumption that sample data in a study were derived from a 

normally distributed population (Rose, Spinks, & Canhoto, 2014). Since the Kolmogorov-Smirnov test was designed for 

large sample sizes, it was preferred due to the total 180 of the datasets. As all variables had a P-value of 0.000 (less than 

0.05), the data distribution was not normal. According to the results obtained from the normality test of this study, the 

research result indicates that all variable data distribution was assumed as not normal.  

Therefore, Spearman’s correlation analysis was used to identify the relationship between innovation practices (IP), 

level of restaurant productivity (LRP), and level of restaurant survival (LRS). The range for Spearman’s correlation 

coefficient is varied between -1 to +1 (Schober, Boer, & Schwarte, 2018). In this case, the higher the coefficient value, 

the greater the relation between the correlation of the variable that has been studied.  

The first analysis was to determine whether there is a significant relationship between the influence of innovation 

practices and restaurant productivity in Johor Bahru during post-pandemic Covid-19. The null and alternative hypotheses 

were as above. According to Table 4, Spearman’s rho correlation coefficient between the influence of innovation practices 

and restaurant productivity is 0.299 with a significant value of 0.000. There was a weak positive correlation between the 

influence of innovation practices and the level of restaurant productivity in Johor Bahru during post-pandemic Covid-19. 

Therefore, this research accepted the alternative hypothesis for H1. 

The second analysis was to determine whether there is a significant relationship between the influence of innovation 

practices and restaurant survival in Johor Bahru during post-pandemic Covid- 

The null and alternative hypotheses were as above. According to Table 4.20, Spearman’s rho correlation coefficient 

between the influence of innovation practices and restaurant survival is 0.222 with a significant value of 0.003. There 

was a weak positive correlation between the influence of innovation practices and the level of restaurant productivity in 

Johor Bahru during post-pandemic Covid-19. Therefore, this research accepted the alternative hypothesis for H1 and 

rejected H0. Indeed, the study findings revealed that innovative practices had a positive impact on SME survival indicators. 

Table 4. Spearman’s rho correlation analysis 

Hypotheses Relationship R-value Decision 

H1 Innovation Practices → Productivity 0.299 Supported 

H2 Innovation Practices → Business Survival 0.222 Supported 
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Figure 1. Research Framework 

 

DISCUSSION 

The innovation level of micro-business restaurants in the post-Covid-19 

When Covid-19 struck, it affected all corners of the economy. However, the restaurant industry was hit especially 

hard. Despite the great shock caused by the Covid-19 crisis, technological involvement is an innovation that can stitch this 

industry and the communities back together. The first objective of this study was to determine the level of innovation 

practices of a micro-business restaurant during post-pandemic Covid-19. Firstly, the respondents’ perception concerning 

the influence of innovation implementation reflected a high level in which most respondents rated 4 and 5 for all seven 

items of the innovation section. Therefore, the result of this research signifies that a high level of innovation could help micro-

business restaurants during the economic crisis. These results agreed with the findings of the previous author (Platero 

Jaime et al., 2013) that mentioned both small and large firms induce innovation during a crisis. However, the innovation 

intensity is depending on the size of the firm.  It can be concluded that small business behavior is typically similar to the 

owner’s behavior (Platero Jaime et al., 2013). Next, the profile of the entrepreneur also could affect the innovation level 

of micro-business. In this sense, Aubert et al., (2006) argue that there is a negative relationship between the age of the 

entrepreneur the business and innovation. It is not as easy as the older you get, the more innovative your business is because 

the innovation propensity would decline when the business is unable to adapt to the changing market and the absence of 

technological skills. 

Nonetheless, the age of a business could affect the higher presence of innovation development over time. A firm that 

has been established for a long time would likely develop an innovative capacity compared to the new start-up firm. This 

statement agreed with the finding of the previous author which explains the old established company has reached the 

maturity of the business within the industry (Hernandez, 2010). As a result, the age of the organization is often a criterion 

of the need to innovate. Hence, an entrepreneur or business that has been in operation for a long period in a mature 

industrial sector will be more likely to innovate. On the other hand, companies, or entrepreneurs with few years of expertise 

in new sectors will have goals other than innovation to solidify their place in the industry. Covid-19 has caused a severe 

challenge not just to the restaurant sector, but to all sectors, including education, manufacturing, service, and others. 

Therefore, more study is needed to enhance enterprise resilience during this period. 

Service innovation is a powerful marketing strategy for restaurant owners to enhance their brand awareness to new and 

existing customers. This study found that businesses implemented online service delivery starting before the pandemic 

crisis began. However, the delivery fee is quite demanding and expensive. In avoiding the risk of business collapse, 

innovation is pointed out as the solution to business recovery during the post-pandemic season (Caballero-Morales, 2021). 

Innovations led restaurants on changing the way they serve their customers. The study found the majority of the 

respondent agreed that they continuously improve business processes to make resources efficient. Many restaurants 

nowadays rely on third-party services to deliver food but the more they rely on them, the more they pay in delivery fees. 

Even though the restaurant could survive with the help of the order delivery applications (service support), the restaurant’s 

sales declined as the delivery fee is increasingly demanding. 

The second objective of this study is to evaluate how the productivity and survival of restaurants can be affected by 

the presence of innovative practices. One main hypothesis was developed to assist in the achievement of this objective. 

The finding indicates there is a significant and weak positive influence of innovation on productivity and survival, p<0.05. 

The respondents’ perception of the relationship between productivity and survival reflected a high level in which most of 

the results were rated 4. The average mean score for productivity and survival was 4.20 and 4.34 respectively. Therefore, 

the result reflects that the respondents were agreeable to the variables. It is consistent with Huang and Sharif (2009), who 

discovered a significant positive relationship between Hong Kong-owned firms' survival in Guangdong province.  
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Moreover, this finding is in line with García-Pozo et al. (2018) which indicates that technological innovation led to 

the enhancement of 11% in the productivity of a service company. In this research, the result has shown that 85% of 

respondents established their restaurants not more than 5 years. Besides, the majority of them (75%) hired one to five 

permanent employees for handling the restaurant activities. As they are considered new in the restaurant sector, investment 

in innovation such as implementing order delivery services (ODS) is a good step to keep the restaurant sustained in the 

market and meet the changing demand of the market during a crisis. 

However, this contradicts prior research by Hyytinen et al. (2015) which argues that during the early stages of firm 

development, practicing innovations is negatively related to survival, especially for the first three years. A potential 

explanation for this contradicted finding is that an innovative startup faces the surplus financial responsibility of novelty 

and smallness, which reduces its chances of survival in comparison to its non-innovative rivals. The innovativeness of 

startups could therefore restrict their access to credit facilities due to inadequate collateral and adjust their overall risk 

profiles by making sources of income more variable and skewed, as well as delaying them in time (Hyytinen et al., 2015). 

On the other side, Colombelli et al. (2016) proposed that innovative startups survive their non-innovative competitors. 

However, this is result only approved when the firms apply process innovation rather than product innovation. 

Furthermore, the result of this study is consistent with the result of the studies by Utomo (2020), Goya et al. (2016), 

and Polder et al. (2009). According to those past studies, innovation significantly and positively influences the 

productivity of SMEs as innovation creates company competitiveness, performance, and firm survival (Utomo, 2020). 

Organizational innovation gave a greater influence on the firm’s productivity (Polder et al., 2009; Goya et al., 2016). The 

significance of internalization focusing on output is the component that led to the greatest influence of marketing innovation 

on productivity (Peter et al., 2014). However, the firm’s survival rate hangs on very much to the  innovation type. The 

majority of the study found that during crisis technology and process innovation are associated with greater firm survival 

compared to product innovation. 

 
CONCLUSION & RECOMMENDATION 

By the end of this study, both research objectives and hypotheses were successfully achieved and addressed. The study's 

main results indicate that the impact of innovation practices in micro-business restaurants has a strong influence on their 

productivity. Furthermore, the study findings confirmed that there is a significant relationship between the influence of 

innovation practices during the pandemic crisis on productivity and the survival of micro-business restaurants. Many 

previous studies found that the innovative practices that are applied to a business are key factors or determinants of business 

success. Results indicated that innovation practices have a positive significant correlation with productivity and survival. 

The study also found that the level of innovation practices among the restaurants in Johor Bahru is high. Hence, this study 

is among the first piece that studies on this topic in Malaysia that measured the level of innovation practices and plot them to 

the productivity and survival outcomes. 

Additionally, there are a few recommendations for future research. This study can be continued with in-depth research 

for those who are interested in this field for future endeavours. The first recommendation is future research may use a 

mixed method data collection to collect more important knowledge about the research matters. Researchers are advised 

to use qualitative methods such as interviews or focus groups for data collection, and together with quantitative 

approaches such as survey questionnaires. Furthermore, the second recommendation is the scales used in this study should 

be diversified to interpret deeper and more complex issues concerning the potential of restaurant productivity drivers. 

The future researcher should expand the business characteristics and market environment and compare them to other 

scholarly studies on SMEs, especially between normal and crisis conditions. 
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