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ABSTRACT

Many studies have investigated how incumbents react to disruptive business model
innovation. However, how digital (tech) startups as the initiator performs business model
innovation that consciously or not disrupts incumbents from various industries, has not yet
been widely analyzed empirically. This study employed a quantitative method with Partial
Least Squares-Structural Equation Modeling (PLS-SEM) using SmartPLS 3 software to
present and analyze the data. The sample of Indonesia digital startups was taken from
the list managed by DailySocial, an Indonesia digital media startup. A self-administered
questionnaire was distributed among the Founders and or C-Level of Indonesia startups
adopting a random sampling technique. The findings of this study showed that startups
apply disruptive business model innovation to survive and scale-up. This study also
suggested some predictors of disruptive business model innovation. As an alternative
to implementing dynamic capabilities, startups need to have transformation capability
in the form of continuous reconfiguration capability; leadership aspects, especially
entrepreneurship mentality, which are embodied in strategic orientation; and stakeholder
management support.
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models to survive and scaling-up (Balboni
et al., 2014; PricewaterhouseCoopers,
2013). As opposed to startups, incumbents
prefer implementing sustaining innovation
to disruptive business model innovation
(shortened as “DBMI”) because the latter
is not financially interesting (Christensen,
2000).

Two kinds of generic strategies are used
for responding to DBMI namely explorative
adoption of a disruptive business model and
exploitative strengthening of an existing
business model (Osiyevskyy & Dewald,
2015). These two kinds of responses do not
include the innovation of a business model
but instead involve adaption and evolution
(Foss & Saebi, 2016). Today, there are
many studies on how incumbents respond
to DBMI. However, there is little research
on disruptive business model innovation
conducted by a disruptor, especially by
digital (tech) startups.

Previous research focused on how a
firm responds to disruptive innovation,
specifically DBMI (Habtay & Holmén,
2014; Karimi & Walter, 2016; Osiyevskyy
& Dewald, 2015) and others. Several studies
focus on a firm as an initiator of DBMI as
well. However, most of these studies are
simply literature/on desk studies as well as
case studies, for instance, Attias (2017), Chu
(2017), and Aminoff et al. (2017).

Dynamic capabilities are pivotal to
respond to the rapid change of the business
environment to enable the successful
transformation that is called reconfiguration
(Teece, 1997, 2007). Dynamic capabilities
affect the company in creating disruptive

innovation (Ciutiené¢ & Thattakath,
2014). This study will investigate this
reconfiguration capability as one of the
antecedents of DBMI, which acts as a
transformation capability.

This study focuses on how startups,
which are from multiple industries, manage
their businesses to sustain and achieve scale
up by executing DBMI as disruptors. This
study sets Indonesian startups as a specific
object with empirical field research.

A research question of this study is,
“What are the predictors of DBMI, and
how do these enable Indonesia startups
to attain DBMI, which makes their
businesses sustainable and scale up?” The
purpose of this study is to present guidance
to entrepreneurs on either startups or
incumbents on how to understand the way
startups disrupt routine business, including
how to implement DBMI.

The same as startups around the world
who are facing a high failure rate as much as
90% (Patel, 2015), Indonesia startups have
been facing such a problem as well, perhaps
even worse. Some researchers conclude
that the primary cause of startup failure,
according to the founders, is because the
business model is not viable (Truong, 2016).
Aside from that, especially for Indonesia
startups, they do not have an adequate
ecosystem to nurture them. However, it
is not a sustainable business issue that
engenders the growth of the startups’
number as the only challenging problem;
thus, scaling up Indonesia startups is also
another issue (Widjaja, 2017).
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Literature Review

This literature review discusses disruptive
business model innovation, predictors of
DBM]I, including continuous reconfiguration
capability, stakeholder management,
and strategic orientations focused on
entrepreneurship orientation and strategic
innovation orientation, including marketing
orientation and technology orientation. A
discussion of startups as a research context
will precede this section.

Startups

There is no widely agreed definition of
startups. According to Ries (2011), a startup
is an organization dedicated to creating
something new under conditions of extreme
uncertainty. The definition of startups in this
study refers to Ries (2011). This study defines
a startup as “an organization with efficient
resources and entrepreneurship mentality
to persistently create something new in the
VUCA (volatility, uncertainty, complexity,
ambiguity) business environment, through
good product/services innovation, process/
technology innovation, and business model
innovation to achieve a scalable, repeatable,
profitable business model, which involve
internal and external resources supported
by relevant technology, which can give
value to users of its products/services”
(Blank & Dorf, 2012; Hall, 2011; Ireland,
2017; Robehmed, 2013; Ries, 2011; Sawers,
2011). Therefore, the purpose of startups
is always to offer a better solution for
targeted customers through the provision
of products/services or another cutting-edge
means through which business is delivered.

Startups are encouraged to consciously
create existing business opportunities
especially given broader funding (Kanze
& lyengar, 2017) by always meeting
customers’ needs, which have not been
appropriately satisfied or have not yet been
served at all. As a disruptor, it does not
mean a negative connotation but rather
to encourage and stimulate to find an
alternative to the existing business model.

Triggered by inferior internal resources,
startups can conduct DBMI to challenge
incumbents by creating new opportunities
(Christensen et al., 2015). Moreover, this
situation can also support these startups to
have an alliance with partners in targeting an
ignored market such as the low-end market.

Disruptive Business Model Innovation

The definition of business model innovation
remains unclear (Foss & Saebi, 2017).
According to some literature, business model
innovation appertains disruptive innovation
(Markides, 2006; Voelpel & Leibold, 2004).
According to Markides (2008), DBMI is
fundamentally different from disruptive
technology/product innovation. However,
many scholars have argued that business
model innovation is a new thing not only
for firms but also for industries (Foss &
Saebi, 2016).

This study defines disruptive business
model innovation as “changes in the
architectural design to include fundamentally
different content, structure, and governance
through resource reconfiguration of both
tangible and intangible assets so that they
can excel in the arena of competition
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or competitive advantage and finally
achieve value creation for a company
and its stakeholders, namely customers,
suppliers, and partners” (Amit & Zott, 2012;
Casadesus-Masanell et al., 2013; Markides,
2006; Santos et al., 2009). Disruption related
to the market includes two new dimensions:
low-end foothold disruption and new-
market foothold disruption (Christensen et
al., 2015).

Many studies related to DBMI indicate
that they are different from business model
innovation in general. Those studies aimed
to illustrate the incumbent adoption of this
disruption. There has been little research
on how startups from the perspective of
startup entrepreneurs as new entrants act as
initiators in conducting DBMI. Most DBMI
implementation searches for opportunities
from unserved customers through low-cost
offerings, and eventually, they take over
the incumbents’ market share (Charitou
& Markides, 2003; Markides, 1997, 1998,
2000).

Of the many studies about responding
to DBMI, Zhang et al. (2017) studied DBMI
as an initiator strategy. The authors used
multiple comparative case studies on a
single industry which are internet financial
service firms in China. The study resulted
in suggestions on how to drive the process
to perform DBMI. Table 1 shows several
recent studies on DBMI. It is different from
those previous studies since this study
focuses on DBMI as a first-mover strategy
and its predictors via empirical research on
Indonesia startups.

Predictors of Disruptive Business Model
Innovation
The predictors of DBMI in this study include
three aspects: 1) dynamic capabilities of an
organization’s predominant transformation
capability; 2) leadership expressed in
entrepreneurship mentality and embodied
in strategic orientation; and 3) as a support,
management of stakeholders that stress four
primary stakeholders, including customers,
partner, employees/talent, and government.
Startups should have dynamic
capabilities to respond VUCA. Dynamic
capabilities are “the firm’s ability to integrate,
build, and reconfigure internal and external
competences to address rapidly changing
environments.” And one of its dimensions
that is reconfiguration capabilities is crucial
because they encourage transformation
(Teece, 2007). Reconfiguration should
be done continuously because the
continuous flow of dynamic capabilities
enables organizations to take new strategic
opportunities in the face of volatility in
the environment (Vivas Lopez, 2005),
which include the capabilities to become
active enablers of the creation of disruptive
innovation ( Ciutiené¢ & Thattakath, 2014;
Teece, 2018; Teece et al., 2009).
Continuous reconfiguration capability
has relations with a strategic orientation,
especially marketing orientation and
entrepreneurial orientation (Kiiru, 2015;
Kiiru et al., 2013). Various studies also
show that strategic orientation comprises 1)
entrepreneurial orientation, which is involved
in dynamic capabilities, and 2) strategic
innovation orientation, including marketing

850 Pertanika J. Soc. Sci. & Hum. 28 (2): 847 - 865 (2020)



Disruptive Business Model Innovation in Indonesia Digital Startups

's10p1401d (SYVIA) 901AI0S-B-Se-PLISOIOoTW

swojrerd

(SVVIN) 201A10G-Y-SY
-pLISOIDIA O1SB[d YSNnoy)

ysnoiy) uopeaouul [opowr ssduisng pue [enudjod  Apnis oInjerol| SVVIN  UOIJeAOUUI [9POW SSAUISng ‘e 19
oAndnisip sowoo9q ,,SPLISOIOIW JIWRUAD, FuISIoWd Y], /SOp uQ :Aueuron pue enuojod oAndnisiq 910z eYOSHSIY
*9ouewLIO)Iod [9pOW SSAUISN( IIM UOIIRIOOSSE JBAUI[UOU B Ansnpur sodedsmou
smoys uondopy ‘ssouoaneaouur 3dooxa [N Jo uondope oY) Jo 9sed oy I, :oouewioftod
JO JUQIXJ 9} YIIM SUOIIRIJOSSE dANIsod ARy sainquIe [V sy pue ‘uondope uoneaouur
‘sonque diysinouaidonus a1e10diod Aq uonesouur [dpow 1odedsmau [euonipel], [opouwu ssauisng 2ARdnIsIp 10)[eM
ssaursng dAndnisip 03 puodsal syuaqumour se saruedwo)) Janeuend) VSN ‘diysmouardonuyg ojerodio) 910z 2 nwuey|
‘uonejdepe Jo spury omj) 9} 0) SUOIIRIOOSSE dA1jEIoU uoneAOUUl
10 oAnISod IOUII0 PUNoO} I8 SJUOPIOAIUE IANIUT0O JWOS oandnisip 03 sosuodsax
's91301e1S (10q 10J SUONUAUI [BLIASRUBWI JO SJUIPIOJJUE [OAQ[-ULIY JO SJUOPIIJUL
ANTUS09 9y} PA)se) Apnys o], ‘[opoul ssoursnq JunsIxa Ay} Ansnput aAnIu309 oy, :a3ueyd
Jo SuruayiSuons aanenoldxa (g) pue ‘uondope aanesojdxa 03e1001q 91BISI [BOY  [opow ssoulsnq dAneo[dxd premaq 2%
(1) :se130ems omoUAS oml Aq [N 03 puodsar suwig Jdaneuend) ‘epeue) sns10A oAneIodxg G107 AANSAQAISO
*So130[0UT09) 9ANANISIP 10 S[OpPOW S$sauIsnq Jo sisAjeue
pue juowdopoasp oy Surkjrdwis uisop [opowr ssauisnq saruedwo)) Suvourduyg sar3ojouyoa) oAndnisip LEE
paseq-uraped 10j ASojopoypowr e sjuesaid Apnmys oy Jtoded jemydasuo) :Auewron  10j suzoped [opows ssouisng  G10T poysury
‘suun ssaursnq pajeredos [opow "SoLISNpUI dUI[ITe UOIBAOUUL UDALIP-JO3IeW
Areamonns dn Sumas oYM suoneAouul Suiureisns pue remdoouos  pue ‘Furyueq ‘OduvInsul ‘SA A30[0uyd9) JO 9[01
oAndnisip yjoq SurSeuew ur poodoNs ULd SUOIJBAOUUT USALID  P[INg 0} SAIPN)S ‘SUOTIEOIUNWIWIOD  FUNBIOPOW Y] :UOIIBAOUUL
-1o3IewW 0} dsuodsar syuaqunour ‘suoreAouul A3o[ouyd9) ased o[dnnu J[IqQON [opouwu ssauisng 2AndnIsIp UQWIOH
oandnisip 03 asuodsal S)UIQUINOUL WOJLJ JUAISPIP ST I aaneredwo) ‘LY IN0S 01 sasuodsar sjuoquunou] 107 % Aeiqey
-931owo
Aew spopow ssauisng ARANISIP ‘SISLOINOD Ajurerooun KIQA0DSIP 9AT)BIOQR[[0D Ansnpur s3nip
pUE JA[0AD SIIZ0[OUYD9) 19)Je ‘PISuBYOUN UIBWIAI SUIBYD ‘urppunq ‘sar3ojouyo9) oy woig syy3Isuy :so130]
onjeA pue dI30] JUBUIWIOP 3y} OJUI S1Y JBY) [OPOLU SSaUIsnq wopreld ‘931AI0S B SB Ansnpul Jueuiwiop 93us[[eyo
Siuenud A[feniur s3sog3ns 3 o130[ jueuIwop s Ansnpur ue a1remyjos :sadKy) oy sjopow ssauisng dAndnisip
3dnisip 01 SaRIMUNUOISIP [BIIZ0[0UYD) ‘SP[AY A30[0uyda) SQIpNIs 9se)) ym Ansnpur Sniq puUB SoINUIUOISIP ‘e 10
ydry ur o3ueyo Jjo s19351 921y} punoj Apms 9y[, 29 oAnE)EN)) :edoinyg [eo130]0uyod) UAYA, 10T 1o178qRS
uonduosoq  9dAy yoreasoy Ansnpuj 29 Anuno)) L Iedx  sIoyny

Y2.4pasad S1yj pup snolaa.d ‘TNGJ UO SaIpNIS

[ 1qeL

851

Pertanika J. Soc. Sci. & Hum. 28 (2): 847 - 865 (2020)



Kurnadi Gularso, Tirta Nugraha Mursitama, Pantri Heriyati and Boto Simatupang

‘110ddns Jopjoyayels
pue ‘Aieuow  drigsmoudrdonuo ur parpoquie - drysiopes|
‘uonejuowR[dwn uoneaouur o) Iqeud Y se  Ayqqedes

sdmyress [en3ip

Suruioysuen) :s10301paid 921y} smoys 3| ‘suoneAouul [apouwr Apmys [eourdwd sdmueys [ensig BISOUOPU] Ul UOIJBAOUUL ‘e 19
ssaursnqg 2andnisip Surreniur a1e sdnyreys [BIISIp moy uo Apm§ Janeuend) RISQUOPU] [opow ssaursng aAndnisiq 8107 osIe[non
AWI0U099-01q PISeq-}SAI0j ‘(Swy puepur,] om3) Awouodd
oY} JO WoISAS009 UIRYD anjeA d[oym dy} uo joedwr Jueoyrugis syonpoid-o1q 10430 [eNJIp JY) Ul [opOW SSAUISNq
© soAIS os[e 3] ‘wuojie[d uondnisip 9AIIBAID USALIP-UONN[OS pue soded pue djnd oAndnisip e 10y uonso33ns
-[en3ip ® ojul AWOUO0I2-0Iq PISLQ-1SAI0] Y} JuruLojsuen ‘AWOU002-01q paseq V - Ansnpur wojyerd
WSIWEBUAD SI WeANS UONBULIOJSUBI) UALIP-uONN[os-[eN3Ip -)$210J pue (uozewy) [eN3Ip & 03Ul AWOU0ID
sty Jo joedwn oy suuy weansdn ur osearour onjea jodIeW Apnys [1e391 SUI[UQO) -01q PIseq-1sa10J Y} ‘Te 19
9y} UO WEBANSUMOP Ul UondnIsIp 9ANEaIO JO $109h0 U0 Apms 958D SAp uQ puB[UL] PuB S  WIOJSuURH suONN[OS [eNSIJ 80T  9qBUBIBA\
sar3ojouyo9)
‘syuowdo[oAdp aAndnisip Jo 9[o1 ay |,
[ed13o[ouyd9) mau jo uondope oy} IOpUIY JeY) SI0I0BJ dU) pue  Apnjs InjeIoll| V'N ‘B1}IOUI [OPOLU SSAUISN( "SA ‘e 19
NG uo sardojouyod) aAndnisip jo joedwr oy) SSSNOSIP I /SOp uQ :edomyg  uoneaouur [opouwr ssauisng £ 10T [OoBQIOA
BUIYD
wolj Apnys ased ojdnnu v
‘sdnoi3 :JIPAID0IJIW SSAUISNG-2 JO
saaudrdonud pue ‘vonnadwod Aorjod A3o10uyo9) Josrew “o°1 Apmys ased SWLIL JIPAIO0IdTW UOIJBAOUUT [OPOW SSAUISNq
¢$50001d U} QALIP SO010J PJRISAIUI [BIQASS “SWLIY JPIIOOIDIUW Janeredwod ssoursng-o  9ARdnISIp 10J $$9001d USALIP
ssouisng-o Jo NG 9Y} dALp Jeyy soseyd 9d1y) aIe A1y, ardnm BuIy) oseyd-nnw oyy Sunordxg .10z Te 10 Sueyyz
gD 3uljqeud
ul s3oadse [eronio oIe oN[BA JO UONEIIO-00 PUB SI[OIID dNJeA Apmys
sasodoid pue suoneaouur [apowr ssoursng aAndnisip ysnoryy [emdasuod Awou099 Ie[naIId Ay} 10J
SwoISAs099 (FD) AWOUO0I JB[NOIID SPIBMO] SWISAS [eLsnpul 2 aImerd))  soruedwod [eLysnpuy UOIJEAOUUL [OPOW SSOUISNq ‘e 10
oy Surdeys 103 yromoweyy [emdoouod e sdojoasp Apms ayj, /Sop uQ ‘pueur oandnisip Suuoldxyg 2107 pournury
Amyuad
"INy dU} Ul 9[qRUIRISNS SSI] PUB SSO] SW0I9q 1s1y-Ayuam) oy Jo soruedwod
03 A1oy1] st a8ejueApE 2ANNAIAWOD TNF INOYIA\ “JUSWUOIIAUD sdmuess (109) aandnisip ‘Suimoid
Suidueyo-ise} pue JUJNQIN) B Ul [BAIAINS WLIO)-SUO] IO}  Apmys aInjerdn| [en31p 9381e] IO -)$9)SBJ O} JO SISEO INO,{
A9y sow0d9q uoBAOUUI [9pow ssduisng Jo Ajqedes oy, /IS9P uQ :OPIMPIIOA\  :UONN[OAJI [opow ssauisng /10T ny)
‘soruedwod [e)31p Aq s[opow ssautsng dAndnisip  Apnjs ornjeral| Jiqowony [ [opow ssaursng 2Andnisip
A[renuajod pue suoreaouur 1ed SUIALIP-}]3s J0 Judwdo[oaap ], /IS9P uQ :90uRI] ® Jed snowouoine 3yl L[0T semy
uonduosog  odAy yoreesoy  A;snpuj 29 Anuno)) L Iedx  sioymy

(anuyuod) 1 9[qeL

Pertanika J. Soc. Sci. & Hum. 28 (2): 847 - 865 (2020)

)



Disruptive Business Model Innovation in Indonesia Digital Startups

orientation and technology orientation, with
mixed dimensions, which has a positive
relation with innovation, including business
model innovation (Bouncken & Lehmann,
2016; Chomvilailuk, 2016; Miitterlein &
Kunz, 2017; Teece, 2018; Tacheva, 2007;
Vazquez et al., 2001).

The following two hypotheses express
two relationships, i.e., between continuous
reconfiguration capability and strategic
orientation as well as DBMI:

Hil:Continuous reconfiguration
capability is positively related
to disruptive business model
innovation.

H2:Continuous reconfiguration
capability is positively related to
Strategic orientation.

According to Geissdoerfer et al.
(2017), the first stage of the business
model innovation process is ideation,
which includes the purpose of innovation
and the definition of critical stakeholders.
Stakeholder management is a dynamic
and essential aspect of creating a value
proposition. Porter argued that, if stakeholder
management is aligned with the strategic
positioning of firms, these firms will create
a competitive advantage. However, to some
extent, stakeholder cohesion may reduce
the propensity for innovation and change
(Minoja et al., 2010).

Startups who are conducting disruptive
innovations will attract affected stakeholders’
attention related to the concerned disruption
either directly or indirectly. Instead of
considering stakeholders who are affected

due to the innovation, startups must
focus on customers and products/services
development to grow their business (Giardino
et al., 2014; Rais & Goedegebuure, 2009).
However, specific stakeholders cannot be
avoided and will take up their focus when
startups reach a particular stage in doing
their business (Ter Halle & Ruel, 2016).
A study conducted on Taiwanese service
and manufacturing companies shows that
pressure from competitors, governments,
and employee conduct has a significant and
positive effect on green innovation practices
(Weng et al., 2015).

Following the “startups” definition
of this study, we argued that startups are
required to have a disruptive innovation
mentality to be successful. It means that
the implementation of a company strategy
should base on stakeholders primarily: 1)
targeted customers, 2) talents/employees
who become enablers of innovation, 3)
partners in operational as well as financial
aspects, and 4) government generally
ignored by startups in the early stages
not to be inhibitors of innovation created.
Thus, this study focused on those four
stakeholders.

The relationship between stakeholder
management and strategic orientation, as
well as DBMI, are set out in the following
two hypotheses:

H3:Stakeholder management is
positively related to disruptive
business model innovation.

H4:Stakeholder management is
positively related to strategic
orientation.

Pertanika J. Soc. Sci. & Hum. 28 (2): 847 - 865 (2020) 853
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Some implications of strategic
orientation are innovation capability/
innovation success and competitive
advantage towards market performance.
Further, various innovation capabilities are
marketing innovation, product innovation,
and process innovation (Tutar et al., 2015).
While, two important types of innovation
is radical and disruptive innovation those
are aimed at dealing with an uncertain
environment through product innovation,
processes, and business models. The new
business models eventually cannibalize
a firm’s prior business model (Obeidat,
2016). These studies have explained that
the consequences of strategic orientation are
business models innovation, which might
have a disruptive impact.

Furthermore, the relationship between
strategic orientation and DBMI is set out in
the following hypothesis:

H5: The positive relationship exists
between strategic orientation
and disruptive business model
innovation.

MATERIALS AND METHODS

The objective of this study was to examine
how DBMI was organized and implemented
in its antecedent of the VUCA business
environment in the context of Indonesia
startups. Based on the hypotheses, the
relationship among potential variables
was analyzed using partial least squares-
structural equation modelling (PLS-SEM).

Research Design

This study employed a quantitative method
with a cross-sectional survey using a
questionnaire with a Likert four scale was
used to avoid tendencies to centre answers.
The questionnaire was formed using Google
Forms and majority distributed online
(more than 98%), either through email
or WhatsApp, Line, and Telegram or for
a relatively small portion (less than 2%)
through offline by directly distributing
the hardcopy questionnaire to Founders
and or C-Level of Indonesia startups
from January to May 2018. To ensure
that the questionnaires were filled out
by the intended respondents, the forms
were distributed through related personal
accounts.

The sample of 327 startups was taken
randomly from the population of Indonesia
startups, amounting to 772 within the list
owned by DailySocial, an Indonesia digital
media startup, as per 31 December 2017. A
total of 62 startups from the sample could
not be reached. Thus, the remaining 265
questionnaires were distributed. The total
number of the returned questionnaires was
107 equals to 32.7% of the total sample or
40.4% of the distributed questionnaires.

Nulty (2008) suggested guidance to
prevent the potential for systematic sample
bias that under ‘Stringent conditions’ (3%
sampling error and 95% confidence) for an
online survey with data size between 750
and 1000, the required response rate was
about 41% and 48%. Nulty (2008) also
presented data based on several researchers;
the average response rate for online surveys

854 Pertanika J. Soc. Sci. & Hum. 28 (2): 847 - 865 (2020)
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was 33%. This study data collection rate
above is moderately close to the required
response rate and could be deemed as
adequate.

The theoretical objective of this study
was primarily to predict and identify
the relationships between continuous
reconfiguration capability and stakeholder
management in achieving DBMI through
strategic orientation, as depicted in Figure 1.

Partial least-squares structural equation
modelling (PLS-SEM) was used to
develop theories and to asses measurement
(individual constructs) and structural (the
relationships between constructs) models,
especially when the sample size was small
(Reinartz et al., 2009). The results of the
multivariate analysis using this PLS-SEM
were then confirmed by several small
group discussions with some business
communities of business people/managers
and investors/venture capitalists.

RESULTS AND DISCUSSIONS

The data from 107 respondents were
processed using SmartPLS 3 software and
then analyzed using a two-step approach to
assess the partial model structures using the
measurement model (outer model) and the
structural model (inner model). After that, an
analysis using the importance-performance
matrix analysis (IPMA) approach (Hair
et al., 2014) was conducted to provide
the findings for managerial actions and
suggestions. Descriptive analysis, including
discussions, results with Founders and or
C-Level, and investors were added as an
interpretative explanation of the result.
Two highlights of respondents’ profiles
are types of startups and compound annual
growth rates (CAGR). There are nine
types of startups and other types (Figure
2). The most are startups are marketplace
and e-commerce. Almost half of the total
respondents admitted more than 50% of
CAGR (Figure 3).

CRC
Continuous H1
Reconfiguration
Capability
H2 S0 HS DBM
o Disruptive
o ‘rategt;fc Business M odel
4 rientation Innovation
SM
Stakeholder H3
M anagement

Figure 1. Conceptual model
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Others, 38

Member Loyalty,
4

Edtech, 5

TYPE OF STARTUPS

SaaS, 7

Agtech,

Media, 6

p

3

On-Demand, 3

E-Commerce, 14

Fintech, 12

Figure 2. Type of startups

> 50% per year

20% s.d. 50% per
year

10% s.d. 20% per
year

< 10% per year

0% 10%

COMPOUND ANNUAL GROWTH RATE

46, 43%

25,23%

20, 19%
16, 15%
20% 30% 40% 50%

Figure 3. Compound Annual Growth Rate (CAGR)

This study applied structural equation
modelling (SEM) for multivariate data
analysis. All indicators in this study were
reflective measures. Thus, they were
analyzed based on internal consistency
reliability and validity, including composite
reliability, individual indicator reliability,
average variance extracted (AVE) to evaluate
the convergent validity, and cross-loadings
as well as the Fornell-Larcker criteria to
assess discriminant validity.

856

Instead of applying the Cronbach’s
alpha, Hair et al. (2014) recommended
applying composite reliability to measure
internal consistency, in which all result
values were within and above a satisfactory
range of 0.70 to 0.90 (Nunnally & Bernstein,
1994). The AVE values are all above
the 0.50 threshold. Thus, the constructs
explain more than half of the variance of
its indicators. The reflective measurement
models are presented in Table 2.
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Table 2
Results summary for reflective measurement models
vartaple Indicators Loadings LI (TR ity AYF vy
CRC cre 1 0.754 0.569 0.836 0.883 0.601 Yes
cre 2 0.770 0.592
cre 3 0.793 0.629
crc 4 0.811 0.658
cre 5 0.747 0.558
DBMI dbmi_1 0.699 0.489 0.740 0.835 0.560 Yes
dbmi 2 0.799 0.639
dbmi_3 0.744 0.553
dbmi_4 0.747 0.558
SM sm_1 0.765 0.585 0.858 0.898 0.639 Yes
sm_2 0.721 0.519
sm_3 0.836 0.699
sm_4 0.825 0.680
sm_5 0.843 0.710
SO so_1 0.617 0.381 0.798 0.858 0.508 Yes
so 2 0.522 0.272
so 3 0.691 0.477
so 4 0.830 0.689
so 5 0.816 0.666
so 6 0.750 0.562

Subsequently, for the evaluation
of structural models, Hair et al. (2014)
suggested using the following key criteria:
collinearity issues (VIF), the level of R?
values, the f* effect size, the predictive

of-fit (GoF) measurement is not applicable
to this PLS-SEM. VIF results are within
a tolerance value of 0.2 or lower and a
value of 5 or higher, as shown in Table 3,
which means all are free from collinearity

relevance (Q%), and the significance of the problems.
path coefficients. However, the goodness-
Table 3
Evaluation of structural models
DBMI SO
Inner Path t-Value f2 Effect  Inner Path -Value 2 Effect
VIF Coeflicients Size VIF Coefficients Size
CRC 1.188 0.120 1.429 0.020 1.104 0.233 2.087 0.077
SM 1.476 0.244 1.726 0.067 1.104 0.487 5.244 0.337
SO 1.565 0.399 3.145 0.169 - - - -
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R? values show that exogenous latent
variables CRC and SM explain 36.1% of the
variance in the endogenous latent variable
SO. Likewise, latent variables CRC, SM,
and SO explain 39.7% of the variance in the
endogenous latent variable DBMI. Further,
because the R? values are above 0.25, the
number of sample size in this research (107)
is adequate (Cohen, 1992). Meanwhile, all
©Q? values are higher than 0, which means
that the exogenous construct has predictive
relevance for the two endogenous constructs
under consideration. The results of R* and
Q? values are shown in Table 4.

Table 4
Results of R? and O’ values

Endogenous R? Value Q? Value
Latent Variable
DBMI 0.397 0.183
SO 0.361 0.166

The effect size f* values are compared
with thresholds 0f 0.02, 0.15, and 0.35, which
indicate that the effects of an exogenous
construct on an endogenous construct are
small, medium, and large, respectively.
From the f* values, it can be seen that CRC
has a small effect on DBMI and relatively
small to medium effect on SO. SM has also
small to medium effect on DBMI. SO has
a relatively medium effect on DBMI, while
the SM variable has also a medium to large
effect on the SO construct. The effect size
of /2 values is shown in Table 3.

The path coefficient values results
(Table 3) are aligned with the z-value,
which determines that the significance of

the relationship between two variables with
a threshold of > 1.96 is significant using a
two-tailed test with significance level = 5%.
We find that all relationships in the structural
model are significant, except CRC — DBMI
and SM — DBMI.

The results confirm the significant
roles of the two exogenous variables, the
endogenous variable, as well as the final
dependent variable that is a disruptive
business model innovation that is shown in
the research model. The implementation of
disruptive business model innovation to the
context of the research “startups” confirms
the vital role of the business model in startup
success, survive, and scale up as a former
study by Balboni et al. (2014). Table 5
shows the summary results of hypothesis
significance testing.

The study also proves that there are
predictors as an alternative implementation
of dynamic capability. The dynamic
capability is made from the superposition
of 1) continuous reconfiguration capability;
2) stakeholder management that focuses on
customers, talents, partners (operational
and financial aspects), and government
to achieve 3) strategic orientation that
focuses on entreprencurial, marketing, and
technology orientation. This alternative
embodiment of dynamic capability had
supported the previous studies namely Kiiru
et al. (2013), Szymaniec-Mlicka (2016),
Tutar et al. (2015), and Obeidat (2016).

From the results of the discussions,
many startups recommend to not merely
focus on profit-oriented but more oriented
to customer need that is explicitly not been
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served by existing players/incumbents.
One of Indonesia Unicorn startup founders
argues: “In building startups, instead of
focusing on the profit that we will get
later, we focus on products/services those
are needed by targeted customers.” This
assertion supports the role of strategic
orientation as a guideline for all member of
the organization as described above.

CONCLUSION

Organizations need DBMI to survive
and grow. Its implementation requires its
predictor, which is dynamic capabilities, in
the form of entrepreneurial activities (Foss
& Saebi, 2016). In this study, these activities
appear in some predictor variables. This
study is about predictors of DBMI, which
tested the relationship between variables
using a structural equation model in the
context of Indonesia startups.

The strategic-orientation construct
in startups focuses on entrepreneurship
and strategic innovation orientation,
including marketing and technology
orientation. This focus is consistent with
that of previous studies stating that startups
focus on customers and products/services
development to grow a business (Giardino
et al., 2014). Entrepreneurship orientation
is needed because scale-up is essential for
startups. This orientation is following the
startups’ definition of this study, in which
entrepreneurship mentality is essential to
make a business grow by conducting DBMI
which is something new that gives more
value to customers. This characteristic also

distinguishes startups with a small business
owner (Carland et al., 2013) or large-
scale incumbent, which tends to sustain
innovation (Boons & Liideke-Freund, 2013;
Christensen, 2006).

Besides evolution through sustainable
innovation and adaptation by conducting
adoption DBMI, an organization needs
to set aside the allocation of its resources
to respond to the VUCA environment by
working to build a dynamic culture that
is as the initiator of DBMI by looking for
new opportunities for customers, especially
neglected low-end customers.

It is interesting to note that the DBMI,
which has predictor dynamic capabilities,
in this research is not only in the form of
continuous reconfiguration capability and
strategic orientation variables but is also
a stakeholder management variable. This
study also offers insight for startups in
underscoring the focus target of customers
as well as talent/employees and partners
at an early stage. Startups also need to
harvest concern for stakeholder regulations/
government in the right momentum.

Limitations and Recommendations for
Further Research

Due to the consideration of the number of
startups, some of the possible influencing
aspects are not measured as the limitations of
this study. However, the results of this study
are satisfactory as preliminary research to be
followed up by further researches on strategy
and growth management of digital startups.
Future researches should consider aspects
such as the age and scale of organization,
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the existence of investors/venture capitals,
and the maturity of Founders and or C-Level
that can be used as control variables.
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