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Abstract: Micro-enterprises have a great position and contribution to the Indonesian economy.
The phenomenon in the research area is that micro-businesses in the culinary sector prefer using
owner's capital even though micro-businesses lack funds. Complicated requirements and procedures
for bank sources of funds make them reluctant to seek additional sources of funds from banks. As a
result, the innovations that occur do not run smoothly, and they tend to clone each other, especially in
terms of taste, packaging, price, and service. This study investigates the role of business capital, product
innovation, and its relationship with the culinary sector business development in a densely populated
small town, Cimahi City, Indonesia. An explanatory survey method was used in the study in order to
provide explanations and phenomena. The data was taken using the G-form and social media, a sample
of 260 respondents. Data analysis used mean tests and regression tests. This study found that business
capital and innovation positively impact business development. The partial test also showed that each
variable positively affected micro-enterprise development in the culinary sector. The research results
are helpful for business actors in terms of venture capital and product innovation use. The innovation
cloning is required when funds and knowledge are limited. Future research must be developed and
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implemented using the same concept on SMEs at various levels and sectors. To help micro-enterprises,
the government can play a significant role through real policies favouring SMEs.

Keywords: business capital; product innovation; micro-enterprise development; culinary sector;
innovation cloning.

Introduction

The Government of Indonesia categorises SMEs into groups of micro, small, and medium
enterprises. SMEs are productive businesses owned by individuals or business entities. The criteria for
amicro business is to have a total net worth of USD 3,333 and total annual sales of USD 20,000 (Undang-
undang No. 20, 2008). Micro-enterprises significantly contribute to the country's economy and
economic development (Chaniago, 2021b, 2022; Susanto & Meiryani, 2019).

The existence of micro-enterprises has an essential role in employment and people's welfare
improvement. In addition, the reality of micro-enterprises is also a significant contributor to foreign
exchange for the Indonesian state, and the speed of development of these micro-enterprises can enter
national and international market shares (Kadeni & Srijani, 2020). Table 1 presents the contribution
and development of SMEs and micro-enterprises that have occurred in Indonesia.

Table 1

Contribution and Development of SMEs and Micro Enterprises in Indonesia in 2018-2019

Development
2018 2019 2018-2019
Amount g€ Amount g€ Amount | (%)
(%) (%)
1 .
Micro, Small, and |y 0 64,194,057 99.99 65,465,497 99.99| 1,271,440 1,98
Medium Enterprises
(SMEs)
Micro Enterprises  |(Unit) 63,350,222 98.68 64,601,352 98.67| 1,251,130\ 1.97
2 SMEs labour (Person) |116,978,631 97.00|119,562,84 96.62| 2,584,212| 2.21
3
Micro Enterprises  |(Person) | 107,376,540 89.041109,842,38 89.04| 2,465844| 2.30
4
3 |GDP at Constant (IDR. 5,721,148 57.24| 7,034,146 57.14| 1,312,998| 22.95
Price Basis 2000 Billion)
SMEs
Micro Enterprises  |[(IDR. 2,927,890 29.29| 3,701,368 30.07| 3,773,477| 2642
Billion)

Source: KemenkopUKM (2020) (processed data)

Table 1 provides information that of the number of existing SMEs, 98.67% consist of micro
business units. This means that the number of micro-businesses is larger in quantity. Likewise, in terms
of employment contribution, micro businesses are higher. However, the contribution to the GDP of
micro-enterprises is lower than other businesses in SMEs. This proves that the performance of micro-
enterprises is still lagging behind the performance of small and medium enterprises. One reason is the
lack of innovation and business capital in business development.
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Research Problem

This research was conducted in a small, densely populated city, namely Cimahi City, Indonesia.
Cimahi has many textile, garment, and small business industries. The field survey results showed that
some SMEs (Small and Medium Enterprises) belong to the micro class, such as the culinary sector. Many
residents depend on informal business activities for life. But on the other hand, their business still has
problems in its operations and development.

The results of tracing the data at the research location obtained the number of micro-enterprises
in Cimahi; there were 76,833 business units (Open Data Jabar, 2021), and the survey obtained
information that some business actors used their own money to run their businesses. They had doubts
about taking out a loan because they were worried that they will not be able to repay the loan and were
reluctant to accept assistance because of the complexity of the procedures they go through. A study by
Chaniago (2021a) on small businesses in Bandung also proved the same. The field phenomenon showed
that micro-entrepreneurs used relatively small capital to build their businesses. As a result, the speed
to develop and innovate became an obstacle. Even though the Indonesian government is providing
capital assistance for economic recovery due to the COVID-19 pandemic, other facts show that some
business actors who use capital assistance do not understand how to manage these funds and tend to
use them for daily life. Even though, theoretically, the size of the capital will affect the development of
their business and income (Alisaningtyas, 2020).

If analysed more deeply, the problems that arise in micro-enterprises are not found only in access
to capital, but the low level of product innovation causes a decrease in consumer buying interest.
Product innovation activities will improve purchasing decisions (Kotler & Keller, 2016). The low
product innovation is caused by the inability of micro-entrepreneurs (owners and employees) to
produce new products and improve old products to become more valuable. Micro-entrepreneurs'
behaviour in the culinary sector, on average, has a minimal willingness to try something new; they tend
to imitate what people already have and have succeeded in doing. Competition occurs regarding selling
prices, serving menus, and product appearance. The results of the interviews also provide information,
and some business actors think that they cannot compete with other businesses and think that product
innovation is expensive and complicated. When viewed from the products they produce, they have a
remarkable ability to go even further. It seems that there is distrust of individual actors in the culinary
sector in innovating.

Fast-changing preferences and consumer tastes in food choices force culinary entrepreneurs to
continuously innovate and with adequate capital support. Having sufficient business capital and
innovating products to meet consumer needs is predicted to get into an increasingly competitive
market. Aziz (2014) assumed in this context that the culinary sector is one of the business sectors that
will continue to experience growth. As long as humans live and there are many of them in one (densely
populated) area, they need food.

The explanation that has been submitted informs that in densely populated cities, the culinary
business remains promising. Business actors will prosper if there is adequate capital support and
continuous innovation. Actors are supposed to force the innovation of various things in order to attract
consumers, even though the situation is uncertain (during the COVID-19 pandemic).

Research Focus

This research bridges and investigates the relationship between business capital requirements
and product innovation for business development in the culinary sector during the COVID-19 pandemic.
Although many researchers have researched capital, innovation, and business performance, those who
specifically research micro-enterprises, the culinary sector, uncertain situations (during the COVID-19
pandemic), and occur in densely populated areas have never been done by anyone. This study aims to

investigate the above mentioned problems. The results of this study contributed to clarifying the role of
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business capital and the importance of product innovation for the sustainability of micro-businesses in
the culinary sector.

Research Aim and Research Questions

The subjects of this study were micro-entrepreneurs in the culinary sector in Cimahi City,
Indonesia. The research object is business capital entrepreneurs’ use, product innovation and business
development. The study aimed to investigate the role of business capital, product innovation, and their
relation in the development of the culinary sector business in the densely populated small town of
Cimahi, Indonesia. Therefore, the research question to be answered is, "How does the role of business
capital owned by companies and product innovation affect the development of the culinary sector
business"?

Research Hypotheses
The research formulated the subsequent hypotheses:
H1: Business capital positively affects micro-business development in the culinary sector.
H2: Product innovation positively affects micro-business development in the culinary sector.

H3: Business capital and product innovation simultaneously have a positive effect on the
development of the culinary micro-business sector

Literature review
Culinary sector business

Systems theory can be used to dissect interrelationships, changes between parts of the
organisation, and the impact of the external environment on business activities. This theory realises
business as a complex system with various interacting components. The systems theory as a grand
theory was used in the study. At the same time, other theories were used, such as the theory of the use
of capital, the theory of innovation, and the theory of business development. These theories were
predicted to produce a comprehensive and in-depth analysis of the culinary sector business.

The effort is a mental or physical activity carried out by a person who aims achieving a specific
goal. Business can make humans become more independent individuals. Business is not only about
income because business can also create jobs for others and help yourself and others. Success can be
achieved if the business actors are serious about running their business. Business is an economic activity
that is vital in meeting human needs. Norvadewi (2015) describes several fields of business in the
economic field, including trade, production processes, marketing, and human interaction. The culinary
sector refers to businesses providing food and drinks for the community, such as restaurants, cafes, food
stalls, catering, etc. Based on the information gathered from various references, this study defines the
culinary sector business as the mental and physical activities of humans carrying out business activities
in the culinary/human food sector to get certain profits or satisfaction.

Micro-enterprises usually have limited resources, minimal capital, limited labour, and market
access, including culinary micro-businesses. Therefore, most micro-businesses sell their products in the
local market—products sold by culinary micro-sector businesses, such as serving local specialities or
products with local characteristics. Setting up a micro business does not require large capital; usually,
the owner acts as well as the operator. Several studies report the important role of micro-enterprises in
a country. However, the challenges include competition from large and medium businesses, difficulties
in developing to the middle level, licensing issues, and difficult government access to banking and
regulations.

Each city has its culinary characteristics. This characteristic gives rise to culinary diversity. The
more is the culinary diversity, the more are consumer choices. This diversity is developed by
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entrepreneurs who have product innovation and capital. The speed with which entrepreneurs innovate
will determine the variety of culinary products sold.

Business capital

An understanding of capital theory can assist companies in making efficient financing decisions
and achieving their long-term financial goals. This theory relates to how companies choose and regulate
the composition of sources of financing or capital used to finance their operational and investment
activities. In this study the theory of capital was uses in order to analyse micro-businesses capital in the
culinary sector.

Capital theory is based on the assumption that a company's value is influenced by its capital
structure. Capital structure refers to the proportion and composition between the capital (equity) and
the company's loan capital (debt). This theory explores the relationship between the capital structure,
firm value, cost of capital, and financing decisions. Entrepreneurs need to understand when to use
venture capital from external companies.

Business capital is the expenditure directed toward conducting business operations, acquiring or
obtaining newer and more advanced capital assets, or replacing outdated capital assets that are no
longer in use (Purwanti, 2012). Business capital in the form of money is used to carry out daily business
activities. Putri et al. (2014) and Vijaya and Irwansyah (2017) explain business capital as the amount of
money used by business owners to finance various business activities. Business capital can be summed
up as expenditure used to establish or run a business through funds. Business capital finances
investment in assets, processing business licenses, to working capital (Sukirno, 2006). This study
formulates business capital of money that business people use to generate money (profit) from their
business activities. Purwanti (2012) and Vijaya and Irwansyah (2017) share four indicators for
measuring venture capital, namely:

a. The capital requirements for business. Business capital is an absolute requirement needed to start
a business activity. All businesses or businesses need a certain amount of funds to continue to
operate the business.

b. The utilisation of additional capital. It must be done properly in arranging the loan capital from
banks or other financial lending institutions. Additional capital must be used for the original
purpose, namely to develop the business. Many business actors fail to manage loan capital because
it is used for consumptive rather than productive spending.

c. The access to the external capital. The access to the external capital is a way to get business capital
from outside the business or funds obtained from creditors or financial institutions. In providing
loan capital, creditors/financial institutions must give easy requirements for obtaining bank
credit. Banks still demand several requirements that prevent some business actors from fulfilling
them, making it difficult for them to obtain capital assistance from external parties.

d. The state of the business after adding capital. After the addition of capital, there will be hope that
the business will further develop.

e. There are several sources of business modes, including own capital and foreign capital. Each of
these sources of capital has advantages and disadvantages. Each company's needs and capabilities
largely determine the most profitable source of capital.

Several research results have proven that business capital influences business development, such
as research results from Alisaningtyas (2020) and lasoma et al. (2021). This study aims to re-evaluate
whether similar trends occur within the culinary micro business sector.

Product innovation

The innovation theory can be used for the development of innovation in business. The ability to
understand the factors that influence innovation, innovation strategy, and managing the innovation
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process will increase the competitiveness of companies. The development of a product will require the
ability to understand the theory of product innovation. The product innovation theory is a conceptual
framework used to understand and explain the process of creating innovation in products or services.
This theory examines the factors that influence and support product innovation, the strategies used, and
their impact on the success and growth of the company. This study uses product innovation theory to
analyse product innovation in the culinary micro business sector.

References have explained that innovation has a relationship with ideas and creativity. Innovation
and creativity are two related terms (Chaniago, 2021a). Thus, the creativity is defined as an individual's
ability to increase/add value, and creativity also refers to an individual's ability and is a concept, idea,
or imagination that has not materialised. At the same time, innovation is an idea that has been realised.
Innovation comes from ideas, past ideas, or ideas owned by local people, and entrepreneurs often
imitate existing products and redevelop them to suit the current era (Chaniago, 2020). According to
Bresciani et al. (2021), innovation is a view that assumes that business actors can apply creative ideas
in overcoming problems and looking for opportunities to market their products because business actors
will try to advance their business and technology. Innovation is needed for a business to become more
competitive and survive (Hubeis, 2012). Innovation mostly focuses on product or technological
innovation when viewed from a manufacturing context, and innovation must focus on what consumers
need (Chaniago, 2021a). Kogabayev and Maziliauskas (2017) explain innovation as the creation of new
ideas and their implementation into new products, processes, or services, which leads to dynamic
national economic growth and increased employment and profit creation for business companies.
Seeing the researchers' explanations about innovation, innovation in this study is defined as the
implementation and creation of a creative idea for both products and technology that aims to advance
their business and technology.

The purpose of innovation is to create changes because, without changes, innovation will not be
created. Innovation has several stages in its implementation, such as introduction,
encouragement/invitation, decision-making, implementation, and confirmation. Innovation does not
have to lead to the ultimate goal of becoming an advanced business because, in reality, no one can ensure
in advance whether the innovation will be successful and make a business grow even more (Sya'roni &
Sudirham, 2012).

In terms of its relation to products, products can be traded in the market to get attention, be
purchased, used, or consumed to fulfil wants and needs (Kotler & Keller, 2016). Products are the result
of the production process carried out by entrepreneurs. They are then offered to consumers to meet
their daily needs, basic needs, consumer satisfaction, and lifestyle, which the results from product sales
are referred to as income for a business (Apriyanti, 2018).

Several references have been formulated regarding product innovation. Firmansyah and
Syamsudin (2016) define product innovation as developing new products or significantly improving
products and introducing them to the market. The product innovation is a process of providing new
goods or improving goods offered (Utaminingsih, 2016). In another sense, product innovation is a
process of development and change related to the performance of a product carried out by a business
(Zimmerer & Scarborough, 2008). Based on the existing explanations and references, this research
formulates product innovation as developing and increasing product value according to consumer
needs through various efficient ways. The product innovation is measured by a design change, technical
innovation, and product development.

Various companies are competing to attract consumers by enforcing innovation of the products
they produce. The product innovation can occur in changes in packaging, size, manufacturing process,
distribution channels to consumers, and management efficiency. Firmansyah and Syamsudin (2016);
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Zimmerer and Scarborough (2008) concluded that product innovation can be formulated into three
indicators, namely:

a. The Design change is a series of stages in getting the desired result, namely an improvement from
the initial point.

b. Technical innovation is a way of new technology, new services, and new, more valuable ways.

¢. The product development is an effort made by the company to develop new products and modify
old ones.

From existing references, Visnjic et al. (2014) and Jusufi et al. (2020) reported that the product
innovation affects business development. However, there is no information on whether the same thing
has happened to the culinary sector.

Micro-enterprise development

The theory of business development refers to various approaches and frameworks used to
understand the stages and processes of growth experienced by businesses. This theory explains the
business development from its initial stage into a more mature and successful organisation. Business
development theory helps owner entrepreneurs understand the stages of development that typically
occur in business life and identify challenges and appropriate strategies at each stage. Through this
understanding, entrepreneurs can make better decisions in managing and advancing their businesses.
There are many theories of business development. This study uses value chain theory in analysing the
result of a business. Value Chain Theory (VCT) sees business as part of a value chain that involves
various activities and stakeholders. Business development depends on how companies establish
relationships and collaborate with partners in the value chain to create and deliver value to customers.

Concerning micro-enterprises, the Indonesian Central Bureau of Statistics classifies a business
based on its number of workers; for micro-enterprises, it has 1-5 workers. According to the Indonesian
Law, Number 20 of 2008, a micro business is a productive business owned by an individual or an
individual business entity that meets the criteria for a micro business, namely having a maximum net
worth of USD 3,333, which does not include land and buildings where the company is located or have
sales results in one year a maximum of USD 20,000. The characteristics of micro-enterprises include:
the goods sold can change at any time, the location of the business is sometimes not fixed, financial
management is mixed with personal finance, the entrepreneurial spirit is not sufficient, the level of
education is low, access to banks is low, but non-bank institutions are high, they do not have legality
(Latumaerissa, 2015).

The business development is an analytical preparation activity regarding opportunities for
potential growth by utilising business advantages, technology, intellectual property, and external
directives to improve business quality and efforts to expand business (Budiarto et al.,, 2015). The
development of micro-enterprises is also referred to as processes and actions that aim advancing
businesses in a better direction and are carried out to create growth from small to large (Karnawati &
Fathorrahman, 2016). The development of micro-enterprises is a crucial component that is carried out
to advance the country's economy (Yunal & Indriyani, 2013). From the explanation of business
development, this study defines it as an increase in various company activities by utilising various
existing resources.

The micro business development can be seen from four indicators (Budiarto et al, 2015;
Karnawati & Fathorrahman, 2016; Yunal & Indriyani, 2013), namely:

a. Theincrease in income, determined by the increase in income, is the overall total income obtained
from a business unit, company, or organization in a certain period. The size of the income is an
important indicator in determining the development of a business. A business will be said to be
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growing if the total income is high. In order to achieve a substantial income, a business actor must
be able to provide goods and services of the highest quality and by the wishes of consumers.

b. Anincrease in the number of customers is a process of consumer growth or a change in consumer
conditions for the better in a certain period. Regular consumers buy products/services repeatedly
at the same place and for a long time. The increase in customers is measured by the increase in
regular customers in a goods/service provider business. A business can be said to be growing if
the number of its customers is always increasing.

¢. Improving product quality is an effort to produce quality products according to consumer desires.
High product quality is a competitive advantage. Quality products can be used as a powerful
weapon to win market competition. A product can be considered a quality product if the product
can meet the needs and exceed what the customer expects. A business will be said to be developing
if the business actors are always trying to improve the quality of their products according to
market demand.

d. Improving the quality of human resources is very influential on the development of micro-
enterprises because high-quality human resources will contribute creative ideas to develop a
business in a better direction. For a business to run well a company must have high-quality human
resources; this aims to provide better innovation for business development in the long term. A
business will easily develop if the quality of its human resources continues to improve.

Research Methodology

In this research a quantitative approach with an explanatory survey method was used. The
explanatory survey research method was used to explain and provide an overview of the reasons for
the occurrence of an event or concept and a universal description of an idea. Therefore, the explanatory
survey method is called a causal research method (Gursida & Harmon, 2017).

Data, Number of samples, and Sampling

The research was conducted in a small town (Cimahi City, Indonesia) which is densely populated
and has many middle-class industries. Data were retrieved using the Google Form (G-form) platform,
filled out by culinary sector micro-entrepreneurs. Social media is used for communication. Samples
were taken by incidental sampling technique based on coincidence and meeting at the research location.
Suppose you meet with micro-business actors in the culinary sector within one month. In that case, the
person concerned is a respondent, and the g-form link is sent via the respondent'’s social media. Because
the number of populations was unknown, the determination of the number of samples was used an
internal approach. Gursida and Harmon (2017), Hair et al. (2010) stated that each indicator was at least
multiplied by 5. This study had 11 indicators, each multiplied by 25; the total sample required was 275
respondents. Of the incoming samples, 15 samples were not feasible to be processed because they were
incomplete. Thus the total sample used in this study was 260 samples.

Research Instrument Test

There were 11 research instrument indicators, and all changed to a questionnaire format. There
were 19 question items, with six questions representing venture capital variables, six representing
product innovation variables, and the other 7 representing micro business development variables. All
question items used a Likert's Scale of 1-5, which can be interpreted from strongly disagree to strongly
agree. Before data dissemination, the questionnaire was tested on 30 prospective respondents. The test
results obtained validity for all question items with a correlation value of > 0.3 and a reliability test
above 0.7. This means that all questionnaire items were valid and suitable for respondents in this study
(Gursida & Harmon, 2017; Sugiyono, 2021).
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Data analysis

Respondents' demographic data was tested using the average test, and to see the
interrelationships between variables, a multiple regression test was used. To speed up data processing,
SPSS and AMOS 23 software were used. This study conducted the t-test and F-test. The t-test was used
to determine the partial effect and the F-test to determine the simultaneous effect of the study variables.
Two references can be used as a basis for making decisions on partial hypothesis testing that used the
t-test:

1. Look at the significance value of the SPSS calculation results and compare it with the alpha level
(ais set at 0.05), if the calculated significance level is <0.05, then accept the H1 hypothesis or H2
hypothesis and vice versa

2. Comparing the t-count value with the t-table (T-Distribution Tables). The basis for making a
decision is if the t-count value> t-table then accepts the H1 hypothesis or H2 hypothesis and vice
versa.

The same thing was also done for hypothesis H3. The basis for making business capital and
product innovation decisions was determined by the F test as follows:

1. Look at the significance value of the SPSS calculation results and compare it with the alpha level
(a setat 0.05), if the calculated significance level is <0.05, accept hypothesis H3 and vice versa

2. Comparing the F-count value with the F-table. The decision-making was based on the F-count
value > F-table (F-Distribution Tables, a = 0.05), so accept the H3 hypothesis and vice versa.

Because this research was processed with SPSS software, the decision-making for the t-test and F-
test used method no. 1 or compare the calculated significance value with the alpha level of 0.05.

The relationship between research variables

Based on previous research evidence and assumptions that have been conveyed in the background
and references, the interrelationships between researches variables are as follows:

Figure 1

Relations between research variables

Business Capital (X1): H1
a. Requirement capital for business
b. Utilization of additional capital
c.  Access external capital —
d. The state of the business after v
investing
(Purwanti, 2012; Vijaya & Irwansyabh,
2017) Micro Business Development (Y):
H3 a. Increased revenue
b. Increase in the number of customers
c. Product quality improvement
d. HR quality improvement
Product Innovation (X2): (Budiarto et al, 2015; Karnawati &
a. Design changes Fathorrahman, 2016; Yunal & Indriyani, 2013)
b. Technical innovation ||
c. Product development
(Firmansyah & Syamsudin, 2016;
Utaminingsih, 2016; Zimmerer &
Scarborough, 2008) H2
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Research Results

Respondent demographics are shown in Table 2 below:

Table 2
Profile of respondents
No Description Frequency Percentage
1 Gender
Man 113 43.5%
Woman 147 56.5%
2 Age (years)
22-26 120 46.2%
27-31 62 23.8%
32-36 36 13.8%
37-42 42 16.2%
3 Company age (years)
1-5 103 39.6%
6-10 82 31.5%
>10 75 28.8%
4 Education
Elementary school 1 0.4%
Junior high school 16 6.2%
Senior high school 148 56.9%
Diploma 31 11.9%
Bachelor 64 24.6%
5 Net income/month (USD)
<135 79 30.4%
135-267 83 32%
>267 - 400 94 36%
>400 4 1.6%
6 Jumlah karyawan (person)
1 110 42.3%
2 63 24.2%
3 48 18.5%
4 28 10.8%
5 11 4.2%
7 Sources of business capital
Owner's equity 146 56.2%
Loan capital 69 26.5%
Grant 45 17.3%
Table 3
Average Value of Research Variables
Variable Mean Standard
Deviation
Business capital 3.750 0.892
Product innovation 3.780 0.846
Micro-enterprise development 3.920 0.780

Regression Test

The regression test requires data to be normally and linearly distributed. Using the One-Sample
Kolmogorov-Smirnov method, the normality test obtained significance (Asymp. Sig.) of 0.200. Because
the significance value is > 0.05, it can be concluded that the data in this study are normally distributed.
Meanwhile, from the linearity test, information is obtained that there is a linear relationship between
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the variables of business capital and product innovation on business development variables. Correlation
and regression tests are presented in Tables 4 and 5.

Table 4

Correlation Analysis Results

Correlations
Business Product |Micro-enterprise
capital |innovation development

Business capital Pearson 1 0.614* 0.644*

Correlation

Sig. (2-tailed) 0.000 0.000

N 260 260 260
Product innovation Pearson 0.614 1 0.733

Correlation

Sig. (2-tailed) 0.000 0.000

N 260 260 260
Micro-enterprise Pearson 0.644™ 0.733* 1
development Correlation

Sig. (2-tailed) 0.000 0.000

N 260 260 260
** Correlation is significant at the 0.01 level (2-tailed)

The correlation between business capital and micro-enterprise development is 64.4% significant
at 0.000, and between product innovation and micro-enterprise development is 73.3% significant at
0.000. There is a significant correlation of 61.4% between business capital and innovation at 0.000 (see
Table 4).

Table 5

Results of the Coefficient of Determination

Model Summary b

Change Statistics

R Adjusted R Std. Error of the R Square F Sig. F
Model R |Square Square Estimate Change | Change | dfl | df2 | Change
1 0.773| 0.597 0.594 2.764| 0.597]190.690 2|257| 0.000

a. Predictors: (Constant), product innovation, business capital

b. Dependent Variable: micro-enterprises development

Information in Table 5 explains the total simultaneous influence of business capital and product
innovation on micro-business development in the culinary sector, 59.7%, which is significant at 0.000.

Table 6

Results of Multiple Regression Analysis

Coefficients2
Standardized
Unstandardized Coefficients Coefficients
Model B | Std. Error Beta t Sig.
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1 (Constant) 2.635 1.317 2.000 0.047
Business capital 0.430 0.069 0.312| 6.227 0.000
Product 0.666 0.062 0.541| 10.791 0.000
innovation

a. Dependent Variable: micro-enterprises development

Table 6 describes the regression coefficient of business capital at 0.312, significant at 0.000, and
the regression coefficient of product innovation on business development at 0.541, significant at 0.000.
If we input the information in Table 4, Table 5, and Table 6 into the regression formula, then the total,
partial effect of each variable is as follows:

Y = BiX1 + BoXo
Y = (0.312 x 0.644) + (0.541 x 0.733)
Y =0.20092 + 0.39655
Y = 20.092% + 39.655% = 59.7%

The above equation explains that the total effect is the accumulated partial effect of the
independent variables (business capital + product innovation) on the dependent variable (micro-
enterprise development). Partial effect: business capital 0.20092 and product innovation 0.39655. This
partial effect is the contribution of each independent variable to the dependent variable. If the total
effect is not the same as R-Square, there is a possibility of an error taking the data information in Table
5. Thus to determine the contribution of each independent variable, "Standardised Coefficients (Beta)"
is used in Table 5. But if the research objective was to determine the trend or prediction then
"Unstandardized Coefficients (Beta)" should be used.

In Table 6, information was also obtained that the calculated significant level for the business
capital variable is 0.000 <0.05 (alpha level). Thus, for the t-test, it is concluded that accepting the H1
hypothesis or the hypothesis that reads "Business capital positively affects micro-business development
in the culinary sector” can be accepted. Likewise, for the H2 hypothesis, a significant level of 0.000 <0.05
means that the H2 hypothesis can be accepted or "Product innovation positively affects micro-business
development in the culinary sector" provides clear evidence. As for the F test, the information comes
from Table 5 (Sig. F Change) with a value of 0.000 <0.05. It means accepting the H3 hypothesis or the
hypothesis that reads "Business capital and product innovation simultaneously have a positive effect on
the development of the culinary micro-business sector"” can be accepted.

From the regression equation, it can be concluded:

1. The simultaneous effect of business capital and product innovation on business development is
59.7%, the significance is calculated at 0.000 <0.05 or the H3 hypothesis, which reads, "Business
capital and product innovation simultaneously have a positive effect on the development of the
culinary micro-business sector," provides evidence and is acceptable.

2. The partial effect of product innovation on business development is 39.655%, the significance is
calculated at 0.000 <0.05, or the H2 hypothesis, which reads, "Product innovation positively
affects micro-business development in the culinary sector,” can be accepted.

3. The partial effect of business capital on business development is 20.092%, which has a calculated
significance at 0.000 <0.05, or the H1 hypothesis, which reads, "Business capital positively affects
micro-business development in the culinary sector,” provides evidence and is acceptable.
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Discussion

The research data underwent a reliability test, and the results indicated that all the collected data
met the necessary criteria for utilisation. This conclusion was drawn based on the finding that the value
of a> 0.7 indicates satisfactory reliability. The descriptive testing (see Table 3) showed what the culinary
sector micro-entrepreneurs feel. The average value of the business capital variable is 3.750, which
belongs to the "sufficient" category leading to good. Business actors think their capital is sufficient to
run their daily business, such as purchasing raw materials, new production machines, service furniture,
etc. The requirements provided by lenders for business capital are rather difficult. After obtaining loan
capital, they find it quite easy to develop and market their business to a wider area.

The average value of the product innovation variable was 3.780, which was classified as
"sufficient" towards good. These results show that business actors in densely populated cities feel that
they have sufficiently carried out various innovations and updates to products by adding characteristics
to make them look unique and attractive in the eyes of consumers; they have used new production
techniques and have used new technologies, and have strived to improve product quality so that
consumers like it and has provided safe packaging for the products sold. However, their innovation
efforts are still limited and not optimal because education is still relatively low, and there is little
knowledge and a lack of university graduates willing to enter the SME sector.

The average value of the micro business development variable is 3,930, which belongs to the
"sufficient” category, leading to good. The results showed that the culinary sector micro-entrepreneurs
in the research location feel quite good about increasing monthly sales income. Table 2 explains that
68% (32%+36% = 68%) of respondents have a net income above the Indonesian government standard,
between IDR 2 million and IDR 6 million/month. This income is enough to live a simple life in a densely
populated small town like Cimahi during the Covid-19 pandemic. An increase in sales means an increase
in the number of customers and the level of customer trust. Entrepreneurs have tried to improve their
culinary products' taste and quality. In recruiting employees, employers choose skilled and innovative
employees.

The results of regression testing partially the effect of business capital on business development
is included in the low criteria, but the effect is positive. Theoretically, this proves that business capital
is not just money but is also determined by other factors, such as network, trust, personal guarantees,
experience, creativity, ability to see opportunities, and others. This means integrating these factors will
make it easier for entrepreneurs to get capital easily and quickly. For example, entrepreneurs can take
goods on credit from their network. This is under the system theory, which states that the company's
goals are easily achieved when the components are integrated.

Usually, entrepreneurs use capital in the form of money for business opening, business expansion,
and daily operations. For novice entrepreneurs (start-ups), the network is still small, so business
development is very dependent on business capital in the form of money because one of the supporting
factors in starting a business is cash capital. Purwanti (2012) reminded us that business capital is
needed to run a business. Capital is the main factor that must be available before running a business.
The capital's size will affect the business's development in obtaining income. However, proper
calculations are needed to use various sources of capital. The theory of capital has reminded
entrepreneurs that they need to understand when using capital from external companies. The average
respondent uses minimal capital and comes from their capital. Although the study results found that
capital affects company development, if the capital employed is minimal, it will be difficult for
entrepreneurs to increase their income. The findings of this study are similar to those of Alisaningtyas
(2020) and Iasoma et al. (2021); they concluded that business capital has a positive and significant effect
on the development of SMEs so that the higher the business capital owned, the easier it is to increase
income and the faster business development will be achieved.
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The product innovation, is very important and a determining factor in the development of a
business. Implementing product innovation consists of designing product packaging and adding product
features/attributes, ultimately producing unique and competitive products in the market. A business
can be categorised as a growing business with the creative level of the products offered. The results of
partial testing of product innovation have proven to affect business development with sufficiently
strong criteria positively. This effect has not been maximized due to: 1. Fast changes in consumer
preferences and tastes in choosing and consuming food; 2. the ability of entrepreneurs to understand
innovation theory, such as the factors that determine product innovation and the strategy to be used, is
still weak. Lestari et al. (2015) proposed that entrepreneurs must constantly innovate to win the market
competition and survive amidst increasingly competitive business competition. This means that the
speed of product innovation from entrepreneurs must be able to keep up with changes in consumer
tastes in densely populated cities. Consumers will abandon entrepreneurs who can't afford it. The way
to follow changes in consumer tastes is to clone innovations. Innovation cloning learns from successful
entrepreneurs and modifies them according to their individual needs. This study's results align with the
findings of Visnjic et al. (2014) and Jusufi et al. (2020) that product innovation positively affects business
development. This means that the higher the product innovation carried out by SMEs, the faster SMEs
grow.

Correlation test results also show that business capital is highly correlated with product
innovation. The correlation is positive and significant (see Table 4). This finding explains that business
actors who have high capital will easily bring to the innovation of products and will be able to develop
their businesses. This is because business actors with high capital are more likely to innovate, easy to
organize business activities, and easy to develop their business. This finding is by the theory of business
development. Besides that, the study results also show similarities with the findings of Mustofa and
Anisa (2021) that product innovation and business capital positively affect a business's development.

Regression testing provides information that simultaneously, the two independent variables are
proven to have a positive effect of 59.7% (see Table 5) and are included in the high enough criteria. This
happens because micro-business actors in the culinary sector in densely populated cities own and utilize
their business capital well and carry out sufficient innovation activities in their products. The
explanation is that micro-entrepreneurs willingness to innovate is not maximized due to limited funds,
knowledge, and education. Another cause is limitations in accessing external resources (Bello et al,,
2018). In this case, micro businesses need to be given encouragement and understanding so that they
have a high desire to develop their capabilities, to raise the innovation of products, and produce
products that can compete in the market (Herliana, 2015; Nugroho & Poernomo, 2017; Tahi
Hamonangan Tambunan, 2011). Increasing product innovation among SMEs will be carried out more
effectively through government roles and policies (Chaniago, 2021b; Herliana, 2015; Nugroho &
Poernomo, 2017). One way of fast product innovation for entrepreneurs is by cloning innovations.
Chaniago (2021b) states that cloning innovation is adopting ideas, imitating, and modifying what others
have done in various business processes. In this context, ter Braak and Deleersnyder (2018) caution
that cloning innovation is an attractive alternative with low costs and limited risk of failure. Therefore
various strategies are needed to increase income and maintain the sustainability of a business
(Hardilawati, 2020).

Conclusions and Implications

This research investigated the role of business capital and product innovation in developing
micro-enterprises in the culinary sector in a densely populated small town, namely: Cimahi City,
Indonesia. The business capital and innovation have a good effect on increasing their business
development. In the culinary sector, the ability of entrepreneurs to innovate products greatly
determines the growth of their business, and the availability of funds correlates with innovation.
However, this innovation has not been maximised, because they still lack capital, the majority use their
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capital, knowledge is still limited, the involvement of university graduates in micro-enterprises is
minimal, and the innovations carried out have not been supported by adequate research. At least the
findings of this study provide an overview and benefits for businesses and academics regarding the role
of business capital, innovation, and the development of micro-enterprises in the culinary sector.

Suggestion for Future Research

This research was conducted on the culinary micro business sector and used only venture capital,
product innovation, and business development variables. Even though theoretically, many factors
influence innovation and the development of a business. Therefore, this research needs to be continued,
especially in big cities. In the future, researchers can develop it using the absorptive capacity, cloning
innovation, intellectual capital, entrepreneurial leadership, and digital transformation variables.

Micro-enterprises need assistance from the government, such as licensing ease policies, bank
access, internet access in business areas, regulation of business premises and cleanliness of the
environment, and provision of business premises in strategic places while maintaining the city's beauty.
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