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ABSTRACT 
 

 
Objective – The study aims to learn effect of Innovation Capability and Customer Relationship Management on young 

entrepreneur’s competency. 
Methodology/Technique – Questionnaire used for the data collection in this study. The sampling method is probability 

sampling with simple random sampling technique. The population is all the Marketing students’ year 2012, and the 

calculated sampling is 100 respondents 

Findings – From the analysis and explanation using SEM, it is found that Innovation Capability and CRM have a big 

influence towards young entrepreneurs. Those variables also stimulate them to sharpen their business intuition. 

Novelty – The study proves importance of Innovation Capability and CRM on development of entrepreneurs. 
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_______________________________________________________________________________________ 

1. Introduction 

Generally, the competency of businesses is growing rapidly nowadays. In order to survive and succeed, a 

company should become creative and innovative, as well as be ready to face dynamic market changes. 

Therefore, the customer base is a big issue to fight for so that another company won’t take them away. This 

has led to a condition where the level of competition among companies is so high. 

Luk, Yau, Tse, Sin, and Chow (2005) said that CRM is a strategy that company needs to optimize profit 

by enhancing customer’s satisfaction. There was an empirical evidence that shows that a company that 

applies CRM effectively as a business strategy likely become a market leader.  With the increase of 

customer’s satisfaction then it will create a mutual benefit in a long run. It can be concluded that CRM is an 

aspect that creates a long-run relationship that leads to mutual benefit, as long as the CRM strategy is 

implemented effectively. 
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Innovation is a process that changing new ideas become new useful products. Innovation also can be 

referred as a process transforming opportunities into ideas. Innovation comes from simple ideas, as long as it 

is something new and something that is better than the existing. At the same time, the innovative capability 

of an entrepreneur is a process changing opportunities into saleable ideas. To become a person with a good 

entrepreneurship spirit then one should have creativeness and innovativeness. Successful entrepreneurs use 

particular strategies by making unique products and services with new innovations. Their uniqueness making 

them different from others, so they don’t assume any other companies as competitors. 

If an entrepreneur wants to be a success in their business, then he will make products with new 

innovations. This condition occurs because products and services without innovativeness won’t be 

developed, therefore the business won’t run properly. Tardiness of innovation in products or services brings 

changes in autonomy (Schumpeter, 1951). 

According to West (1997), innovation is: “An introduction to a new way in doing things at work. 

Innovation does not imply absolute renewal, and changes can be regarded as an innovation if the changes 

itself is considered as something new for a person, group, or organization. Innovation can be varied from the 

small one to the most important one”. Carnegie and Butlin (1993), define innovation as something new or 

enhanced that is made by a company in order to create a significant added value that is beneficial directly or 

indirectly. One of the determinants of innovation is the challenge in the organization’s environment because 

an organization with innovation emphasizes quality. Managerial support towards innovation also plays an 

important role in the organization when all the individual of organization would like to develop and 

implementing ideas related to the new ways of doing things. Developing innovation at work started with 

developing individual creativity, whereas new ideas come from motivation, thoughts, and implementation of 

individuals at work. Based on the explanation above then we can conclude that innovation capability is an 

exploitation of new ideas to be a success. Interaction among initiators, implementers, and users could 

become a dynamic mechanism where the transfer of value among feedforward and feedback innovations 

occurs. According to Geralis and Terziovski (2003), this innovation ability providing potential effective 

innovation. 

Innovation is closely related to Customer Relationship Management (CRM). CRM is a strategy which is 

conducted by a company or market players to build, manage, and strengthen good relationship between 

consumers or customers with organizations, the aim is to build customer’s loyalty towards the product. In 

practice, this strategy covers all service treatment aspects to customers, including call center, sales, 

marketing strategy, technical support, and all the field workers who work directly related to customers. 

In general, the function of CRM is to put consumers and the market players in the same row. That’s why 

the CRM concept supposed to draw customer’s attention and enhancing their attachment towards the 

developed product’s brand. Besides that, another function of CRM is a connector between a company and 

costumers to find out what are customers’ needs and wants. This function also can help company to 

determine problems. The company needs these functions to learn the market environment and to watch the 

growth of the competitors. 

An entrepreneur is someone who runs his private business with profit or loss possibilities. Therefore, an 

entrepreneur should be prepared for loss or big profit. Entrepreneurs also should have some of these 

characteristics such as confidence, ambitious, adventurous, agreeable, have many interests, and like to try 

something new. 

This entrepreneurial spirit could be raised through formal education in college or training outside schools 

which are better to be addressed to youth (college students). 

This has to be done because college students need many other things to be capable of the degree behind 

their names. With the entrepreneurship ability, they will be more confident to live their life, and also at least 

they will have their own business and won’t be unemployed.  
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2. Method 

We use questionnaire instrument for the data collection in this study. The sampling method is probability 

sampling with simple random sampling technique. The population is all the Marketing students’ year 2012, 

and the calculated sampling is 100 respondents. With the Likert scale, we made 5 marking score: 1=Strongly 

Disagree, 2=Disagree, 3=Neutral, 4=Agree, 5=Strongly Agree. The model used in this study is causality 

model with the SEM (Structural Equation Modelling) equation, while we use Lisrel version 8.5 for the data 

processing. This is an explanatory research which is causality explains a connection between variables 

through the hypotheses calibration (Ghozali, 2008). We chose this type of study because the goal is to 

explain the relationship and influence between variables. 

Based on the hypotheses, we determine the variables used in this study. There are three variables, which 

are Innovation Capabilities, Customer Relationship Management, and Young Entrepreneurs. We use 

observation, interview, and questionnaire for the data collection and the analysis tools are descriptive and 

quantitative. We use SEM for the data analysis. 

3. Result 

The result of the study which has been processed by SEM can be seen in the picture below: 

 

 

Figure 1. The Results 

 

The figure above explains three variables (innovation capability, CRM, young entrepreneur) has been 

researching showed which variable did have strong influence and weak influence. From the result of 

examine using SEM we already knew by seeing the number. We can imagine that if all of those students in 

college having these skills then they do not have to worry about being jobless after graduate, consider that is 

mostly happen in our country (Indonesia). Also, we can see that innovation is key being an entrepreneur that 

the source it is from creativity. So, they will need tools (place) to resource, stimulate and sharpen the 

creativity which in their campus. A lot of ways; change curriculum, change teaching strategy, facilitating the 

students, etc. 
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4. Discussion 

From the analysis and explanation using SEM, then we can conclude that Innovation Capability and CRM 

have a big influence towards young entrepreneurs. Those variables also stimulate them to sharpen their 

business intuition. Overall, we hope that the implementation could be supported by the related institution so 

that the graduates could maintain their entrepreneurial spirit to start their own businesses. Which is if this 

successfully happens, then all of the graduates will help government and nation to increase the growth of the 

economic. 
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