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ABSTRACT 

 
Innovation plays important role in Entrepreneurship by creating competitive advantage and 

leading to firms’ success in the competition. However, creating valuable innovation demands a 

lengthy process that has never been easy for SMEs. This paper aims to explore perceived 

barriers to innovation in startup businesses from the point of view of students studying 

Entrepreneurship at International Business Management (IBM) study program, Universitas 

Ciputra. Barriers to innovation are explained using qualitative descriptive approach, focusing 

on the internal and external barriers perceived by the students who were currently running 

start-up businesses as school projects. Purposive sampling was used to get clear and 

complete explanation of barriers to innovation, using criteria of students who are currently 

studying in IBM study program, have been developing innovation in their business project. 

Data collected from semi-structured interview then being analyzed in steps of coding, 

grouping, and interpreted to describe the focus of this study. The results of this study highlight 

perceived barrier to innovation of lacking knowledge and skills (internal), as well as 

unpredictable market response (external), had greatly affected the implementation of 

innovation in start-up businesses. 
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1. INTRODUCTION 

 
The implementation of AEC in 2016 opens 
new era for ASEAN countries in the fields of 
economy and trade. Nevertheless, the single 
market and production base are expected to 
increase production efficiency and 
economies of scale that could encourage the 
growth of trade and investment flows among 
ASEAN countries (Chia, 2013). These 
conditions open up new opportunities, such 
as the widespread market, abundant 
resources, easy access to goods, services, 
investment, and human resources that will 
benefit the supply chain of many businesses 
and SMEs in ASEAN. In order to extend 
these advantage for SMEs, AEC targets 
several development programs, includes 
entrepreneurship and innovation, to narrow 
economic gaps among ASEAN countries 
(Chia, 2013). 

Entrepreneurs as driving force of SMEs are 
often faced with intense competition and 
many limitations, for example: limited access 
to finance and technology, weak 

entrepreneurial and management skills, and 
other difficulties in coping with AEC market 
standards (Chia, 2013). Not all 
entrepreneurs can easily adapt to take 
advantage from the AEC, thus some might 
be left behind or might not survive the 
competition unless they have new strategy 
and innovation. Entrepreneurs need to 
create novelties that involve knowledge and 
information, which will result in creating 
advantages and benefits to the organization 
(Dudin, Ljasnikov, Omel'chenko, & 
Shirokovskih, 2013).  

Innovation is recognized as one of the 
important factors to win the competition 
(Massa & Testa, 2008), however, the 
process of creating innovation might not 
been easy. Entrepreneurs, especially those 
who own startup businesses are often faced 
with various difficulties to innovate. Barriers 
to innovation can be from internal sources, 
such as limitations of financial and human 
resources, high cost and risk; whereas 
external barriers, covers turbulence, lack of 
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