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Abstract

Small and Medium Enterprise (SME) is booming in Malaysia and this sector also has
many challenges. SME becomes sustainable and successful venture when the innovation
and creativity are considered largely in doing the business. Soft skills are essential in this
regard since it requires human relations in every business transaction. The objective of this
research is to explore the role of various soft skills and their relations with innovation in
the SME sector in Malaysia. For the methodology, the research used the inductive
approach by performing six In-depth Interviews following Yin (2003). The results of this
research have identified that communication, teamwork, leadership, critical thinking,
positive attitudes, flexibility, and adaptability are the most used soft skills that help the
entrepreneurs to be innovative and being successful in SME sectors in Malaysia. The
results of this study will help the entrepreneurs in Malaysia to understand the essential soft
skills for them to push towards innovative results. This one of the few qualitative research
that comprehensively explores the relation between soft skills and innovation in Malaysia.
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1. Introduction

Innovation in Small and Medium Enterprise (SME) offers competitive advantage and
distinctiveness for sustainable development of the economy, which includes the
acquisition, dissemination and implementation of new and existing knowledge (Gault,
2018; Quintane, et al., 2011). Innovation fosters prosperity and growth of the business by
stimulating employment and increasing wages that witness a higher productivity rate
(Gault, 2018; Johnson, 2001). When a business offers innovative products and services,
the organization has more propensity to survive and expand in the market. Innovation as
the conversion of knowledge for implementation of new products, services or processes,
an original marketing method or a new organizational method in business practice,
workplace organizations or external relations (Allameh, 2018). Innovation in SME is also
needed for growth and sustainability. If the entrepreneurs have the capacity to generate
new ideas, then it makes the business distinct from others.

Innovation is fostered by one’s ability to gather information, insights from experiences,
and active networking skills (Gault, 2018). Thus, entrepreneurs need to have the skills of
communication, critical thinking, time management and teamwork. These skills are
recognized as soft skills. Soft skills are the social skills that include both personal qualities
and interpersonal skills of an individual for emotional intelligence (Taylor, 2016). When
employees possess soft skills, then the person can innovate new ideas and concepts for a
better solution (Afroze, et al., 2019; Sarker, et al., 2019; Zaman, et al., 2018).

As soft skills promote new ideas, entrepreneurs should have soft skills for better success.
However, soft skills are often overlooked at work, though soft skills have an essential role
play on a day-to-day operation. Therefore, this study investigates the relationship between
soft skills and innovation in the SME sector in Malaysia. The objective of this research is
as follows

e To explore the role of various soft skills and their relations with innovation in the
SME sector in Malaysia

2. Theoretical background

Soft skills have been a subject of life-long learning that have application in every aspect of
life. Personal development of individuals gets enabled and enhanced through the
development of soft skills (Gibb, 2014). Soft skills include personal accountability, strong
work ethics, positive attitudes, self-motivation, the degree of collaboration, interpersonal
skill, conflict resolution, negotiation skill, people’s adaptability and flexibility, the clarity
of communication, creative thinking, and the ability of coaching and mentoring etc.
(Afroze, et al., 2019; Sarker, et al., 2019; Taylor, 2016; Zaman, et al., 2018). Learning the
success of soft skills influences individual behavior both in social and professional life
(Gibb, 2014; Zaman, et al., 2018). Soft skills practice has an impact on developing social
skills as well as professional competency.

On the other hand, innovation has a wide variety of definitions (Witell et. al, 2015). The
debate of a proper definition of innovation has been going on for almost a century
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(Schumpeter, 1934). This debate is due to innovation could be defined differently depending
on the context it is in (De Vries et. al, 2016). Additionally, more than 70% of articles on
innovation do not define innovation, and almost 24% define it in general (De Vries et. al,
2016). In this research, the fittest definition of innovation to the context is the definition
provided by the Oslo Manual: An innovation is the implementation of a new or significantly
improved product (good or service), or process, a new marketing method, or a new
organizational method in business practices (Gault, 2018). There are three characteristics of
innovation. The first which is Duplicability, this means that after having an innovative
product/service/solution, it should be able to replicate the innovation in a new context taking
into consideration. This is due to that the innovation is in the knowledge. The second
characteristic is that it should be new in the context, generally if it is not new in the context
then it is imitating not innovating. Finally, the innovation should have some usefulness
otherwise, it is just as waste of time (Quintane, et al., 2011). Johnson (2001) has stated that
innovation is crucial for entrepreneurial success. Critical thinking, problem-solving and
taking rational decision are considered as soft skills which helps someone to be innovative
(Afroze, et al., 2019; Taylor, 2016). Innovation in entrepreneurship is essential. Someone
working as an entrepreneur must have the soft skills since these will enable the person to
come up with creative ideas which have local demands for growth and sustainability of the
business (Gault, 2018). Therefore, further research is done to relate soft skills and
innovation.

3. Method

The research methodology for this study is qualitative in nature where exploratory case
study approach has been considered. Six cases have been considered in this study to
explore the relationship between soft skill and innovation for doing SME business in
Malaysia. Data has been collected from six Malaysian entrepreneurs doing business in six
different SME sectors. Entrepreneurs have been interviewed between January and
February of 2021. The respondents are chosen from personal network and all of them are
having 2 to 5-year business experiences. This study makes description through fieldworks
(semi-structured face to face interview). It follows interpretivism paradigms. The
interpretivism paradigm means naturalistic ways of collecting data such as in-depth
interviews, focus group discussions and observations (Saunders, et al., 2012; Yin, 2003).

All the interviews were tape-recorded with the consent of respondents and the issues
discussed are transcribed verbatim and cross-checked by both researchers for data
accuracy. At the same time, the transcriptions of all interviews have been cross checked by
the interviewees. Since this study is conducted in a small scale, no software has been used
rather interview data have been coded manually by the researchers. The nature of the data
analysis is deductive, and it follows a predetermined structure guided by experts. Common
themes in each question are identified and it concludes the influence of soft skills on
innovation in a synthesize manner. Then, conceptually codes have been assigned from
literature review to organize the data so it gets easier to create a labeling of the collected
data. The process recommended by Yin (2003) has been followed to do the analysis which
is  highlighted as Verbatim>Coding>Data Categorization>Developing Theme>
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Interpretation.
4. Results

This part of the study explains the roles of practicing soft skills to come up with innovative
ideas in SME sectors in Malaysia. All the participants are entrepreneurs and have academic
backgrounds in business administration. They have mentioned the advantages of being
entrepreneurs and their driving motives to work in the SME field. The participants
acknowledge the necessity of having soft skills, and they have also discussed how those soft
skills help them to be successful and have a smooth business operation. From the interviews,
it has been identified that communication, teamwork, leadership, critical thinking, positive
attitudes, flexibility, and adaptability are the most commonly used soft skills that help the
entrepreneurs to be innovative and being successful in SME sectors in Malaysia. However,
the findings of the study are discussed theme-wise below.

4.1 Theme One: Participants’knowledge and views about soft skills, innovation, and SME

Both participants have basic knowledge of soft skills, innovation and SME, and they have
acknowledged that these are inter-related. Doing SME business is a passion and all the
participants want to be financially independent and empowered. Participant one (P1) has
expressed that,

“To be financially free. We thought that we spend too much time being an employee and
enough is enough that is the time because we had this dream long time back but we were
hesitating to bring it to the real life”.

Coincidentally, all the participants worked as employee before, and they have started their
own venture after having practical job experiences. They mentioned that soft skills are
human skills which help them to maintain networking and connection with stakeholders.
Participant two (P2) said that,

“soft skills are more inter-personal skills like communication, leadership, creative
thinking etc.”.

The participants of this study also have good knowledge about the concept and importance
of innovation and SME. P1 stated that,

“innovation means being creative and unique that make the business different from others.
SME is not like the company with wide variety of products and services. Thus SME needs
to be unique which is possible only through innovation™.

Third participant (P3) and fourth participant (P4) have emphasized during their interviews
on the importance of innovation for the success of SME in Malaysia. Fifth participant (P5)
strongly mentioned that,

“Malaysia is growing faster with economic development and it is now the business hub
for global trade. Malaysian government is offering business incubators in different cities
for the entrepreneurs that encourages new ideas”.

Sixth participant (P6) has mentioned the same ideas as stated by P2. P6 also highlighted
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on product diversity through innovation. Thus innovation in SME is highly recommended.
4.2 Theme Two: Types of soft skills practiced in SME

As mentioned earlier, soft skills can be demonstrated in a wide variety of ways. There are
multiple types of soft skills that can differ in importance depending on the type of business
one is doing. The participants of this research are experiencing totally six different kinds
of businesses (Trading, Sports Coaching, Consulting, Event Management) which resulted
in focusing on different kinds of soft skills. Time-management is one of the soft skills
that are very crucial when it comes to SMEs. Unlike big companies, a simple miss-up in
the time schedule may lead to certain consequences. P2 have learned this in the hard way
and clearly mentioned the importance of time management saying

“in terms of skills other than communication, it’s the time-management, I am pretty good
on it now. But previously I was like 30 minutes late, then I reduced late 15 then now I am
on time that I learn the value of time over the years”.

Another soft skill that stood out in this research is the intuition or “gut choices”. P1
discussed that intuition is really important in doing small businesses that sometimes if the
whole world is pointing towards a certain direction and your intuition is telling you the
opposite you must follow your gut. P3 also mentioned about the importance of intuition by
saying:

“decision making is not totally based on scientific facts... no I would say 90% it based on
your intuition”.

Although all the participants had different soft skills to focus on but also, they had few
similar soft skills that they found important. The first common skill mentioned by all the
participants is communication. Everyone in the interview addressed communication but
from different perspectives: internal and external communications. When dealing with
small businesses, reaching the right people in the right way is vital and this is what the
participants found in the hard way. P3 and P5 had problems in the language barrier
although all the participants are local and can speak the Malay language but had language
and cultural barriers in dealing with foreign clients and customer from different races such
as Indian and Chinese. P6 mentioned

“So language is some of the barriers I face. And you have to understand the content and
the protocol while taking with public official”

addressing the right people in the right way can change the outputs of meetings
exponentially. P4 addressed communication in the matter of the language and culture itself.
P1 had huge problem in delivering the idea to customers because he did not speak the
language and did not understand the culture properly. He mentioned

“we need a local front end to be at the marketing and sale job so they can speak the same
language and they can really negotiate with them and educate the customers”.

Another common appreciated soft skill all entrepreneurs found handy was leadership skills.
Since leadership is wide topic and have different parts in it depending on the business all
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the participants addressed leadership in different areas. P1 discussed about opportunistic
leaders and their importance by saying

“successful entrepreneur, manager, and leaders or whatever have those who can change the
challenge into opportunity.”

Since P3 have faced a lot of challenges, P3 found this kind of leadership is essential in his
kind of business. Also some other skills in leadership like managerial skills and
knowledge was stated by PS5,

“managerial skills so you have to follow and stick to the managerial knowledge or skills
that any entrepreneur has to have so for example to say hot to make a business plan how to
build your marketing plan all these things is really push up for the business”.

P1 addressed leadership as its basic skill and its importance. P2 started addressing the
problem by saying

“I don’t know how to behave like CEO and I am the first time”

and mentioned couple of problems that he faced due to lack of managerial skills including
how to deal with stubborn employees.

P3 finally concluded some important soft skills as a final remark by saying

“First factor is actually how you strategize your business.... second how you manage
financial issues... three, how you manage your team member... four, how you want you to
position yourself.”

4.3 Theme Three: The role of soft skills practice for innovation in SME

It was clearly mentioned earlier that the importance of soft skills in the success of SMEs.
The participants also talked about innovation and how it is essential in the modern market.
Innovation plays a substantial role in ensuring the sustainability of the company. P1
mentioned

“Innovation also aah it will make you different in the market because you will be offering
different solutions more creative products inside your system”.

P3 also continues to talk about on who should be innovative by saying

“for the time being its mandatory for all. And I think it is also based on facts and on my
readings and experience with other experts as well”.

P3 supported this claim as well, and mentioned competitive advantage by saying
“So better, for this current economy, to grow well, you must have stuff better than you”.

In order to connect the dots, the participants were asked about how innovation and soft
skills go hand in hand. P4 and P6 have addressed the matter pretty straight forward and
supported the relationship between soft skills practices and innovation in doing business.
P4 claimed by saying
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“Significant relationship. The more skills you are enjoying or practicing the more
creativity output you will have”.

This shows that soft skills are enablers for creativity and innovation. He added later on as
well about competitive advantage by saying,

“More difficult for SMEs now to compete that is why to have such kind of innovation will
give you some sort of competitive advantage”.

P2 addressed this topic in a different matter by stating the admiration of personal value
and combining it with the company value by saying,

“When you have the PV (Personal Value) = company value, the company will grow
better.”

By doing so, this will inspire the entrepreneurs to perform better and become more
creative and thus more innovative.

4.4 Theme Four: Different Soft Skills Challenges in SMEs

Any business can face different kinds of challenges. These challenges might have various
reasons. The participants of this research faced a couple of challenges due to the lack of
soft skills practice. The skills of understanding culture and the circumstances around is
critical. P5 faced considerable problems in opening the business at first due to a lack of
understanding of the situation and culture. P1 mentioned that since not understanding the
context of Malaysia had many consequences,

“one of the challenges also we the procedures the legal procedures in Malaysia. so the
context of Malaysian in terms of doing business as a foreigner.... we spent around three
months afterword to open a bank account for example”.

He, later on, replied when asked if he knew the context will he change his mind. The
answer was

“Off course, we will change our mind, maybe we will target another country or sector.”.

P2 talked about the topic of understanding the context in a different way. P2 did not at first
understand the segmentation and characteristics of customers he mentioned,

“the market segmentation. We want to define what we sell to whom... It was very hard for
me because every player from different ages have different characteristics. So, adopt
people’s different thing is difficult for me in play”.

Both participants also faced some problems due to not being able to deal with tough
coworkers, employees and partners. As a matter of fact, the lack of some soft skills lead to
a break in partnership is some cases. P6 talked about this problem saying

“I thought that my partner had the enough experience to run the company... unfortunately
he did not complete any deal before starting to work here... Few more challenge came
because my partner left me after five months”.
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This problem could have been avoided easily if the team work skill was there. P4 also
addressed some difficulties dealing with team member production and said

“I had 7-8 people and you need team members. But they come and move out, something
happens like that”.

Thus, lack of soft skills practice lead to many challenges for the entrepreneurs to run the
business.

5. Discussion

The first soft skill stated by entrepreneurs was the time management skill. Time
management, in general, refers to actions that imply an efficient use of time in order to
increase production and reduce stress. “Planning behavior” is a prevalent component in
time management conceptualizations (Claessens et al., 2007). Original ideas are generally
located far afield from the original problem or concept. This remoteness necessitates time;
it takes time to travel from one notion to the next, as well as to locate the distant associate
(Zampetakis, Bouranta & Moustakis, 2010).

Another soft skill the entrepreneurs mentioned affect innovation was intuition or gut
feeling. It is defined as that which allows for rapid decision-making based on patterns
detected via experience' Based on one's sensibility, one can sense how something is or how
something is related to another (Taura & Nagai, 2013). Many authors have addressed the
importance of intuition or gut feeling in complex decision-making (Duggan, 2013;
Gigerenzer, 2008; Gladwell, 2006; Olli 2013).

A final common skill stated by the participants was the leadership. Leaders that are
dependable and committed are typically vital in driving innovation and stimulating critical
thinking and problem solutions (Martensen et al., 2007). Agolla and Van Lill (2017) also
stated that the support of the management and colleagues, which will give inspiration to
innovation. There are different kinds of leadership that helps innovative outcome like
Transformational leadership (Jia et al., 2018), Participative Leadership (Miao et al., 2014),
and Supportive Leadership (Tung & Yu, 2016).

6. Limitations and Future Implications

Every research has its limitations. This research was conducted by interviewing six
participants only. In order to get better results, more interviews can be conducted in the
future. The research was also conducted in Malaysia from the SME context of Kuala
Lumpur area. Thus, the results cannot be generalized for whole Malaysia. Therefore,
increasing the geographical scope is important for future studies. All the participants were
interviewed in English which was not their mother tongue. Thoughts might have been
expressed wrongly, therefore future interviews could be done through the mother tongue.

7.Conclusion

This research explores the relationship between soft skills and innovation and how
combining the two aspects will benefit the SMEs performance. The research started by
stating some theoretical background that supports the proposed theory. The researchers
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conducted interviews with six participants. All the participants showed the importance of
having both innovation and soft skills in the business of SMEs. They also shared stories of
how lacking some soft skills prevented them from doing better and innovate properly. The
role of soft skill practices is clearly reflected in positive manner for SME performance. It
is also recommended that soft skills must be developed by the managers and entrepreneurs
to manage both employees and customers.

Therefore, the findings of this study is contributing to the fields of entrepreneurship,
innovation, SME and soft skills development. It also draws the attention of policy makers
and educational institutions to emphasize more on developing soft skills among students
and employees at work. Thus, it will have a positive influence on developing innovative
ideas and solutions for growth and sustainability in a competitive global market. The
findings of this study will also influence the managers and entrepreneurs to practice soft
skills for innovation in the future. This study had followed an integrated process of
relating different soft skills with innovation which is a new dimension for SME
development.
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