/

Jurnal Dinamika Manajemen, Vol. 8, No. 2, 2017, 152-166. JDM [z

http://jdm.unnes.ac.id
Jurnal Dinamika Manajemen /
Nationally Accredited based on the Decree of the Minister of Research,

Technology and Higher Education, Number 36a/E/KPT /2016

The Role of Market Orientation, Creativity and Innovation in Creating
Competitive Advantages and Creative Industry Performance

Sutapa*’, Mulyana, Wasitowati

Faculty of Economics, Islam Sultan Agung University, Semarang, Indonesia

Info Article Abstract

History Article: The purpose of this study is to examine the effect of market orientation, creativity, innovation

Received July 2017 d itive ad h f f ive industries. R. d f hi

Approved August 2017 and competitive advantage on the performance of creative industries. Respondents from this

Published September 2017 study are 130 owners or leaders of creative industries in the fashion sector in Central Java In-
- donesia. The study is located on the North Coast of Central Java, taking five districts, namely

Keywords:

Market Orientation; Creativity; Pekalongan, Semarang, Kudus, Rembang and Jepara. Sampling method in this research use

Innovation; Competitive
Advantage; Performance. fashion industry that has been operating for at least 3 years and innovating market-oriented

purposive sampling method. This method is used taking into account the criteria of the creative

products. The data obtained will be analyzed using Partial Least Square (PLS) program. The re-
sults of data analysis show that creativity has no significant effect on innovation. Market orienta-
tion significantly affects innovation and performance. Innovation also has a significant effect on
excellence and competitive performance. Furthermore, competitive advantage has a significant
effect on company performance.

Peran Orientasi Pasar, Kreativitas dan Inovasi dalam Menciptakan Keunggulan

Kompetitif dan Kinerja Industri Kreatif

Abstrak

Tujuan dari penelitian ini adalah untuk menguji pengaruh orientasi pasar, kreativitas,
inovasi dan keunggulan kompetitif terhadap kinerja industri kreatif. Responden dari pe-
nelitian ini adalah 130 pemilik atau pimpinan industri kreatif di sektor fashion di Jawa
Tengah Indonesia. Penelitian berlokasi di Pantai Utara Jawa Tengah, dengan mengam-
bil lima kabupaten, yaitu Pekalongan, Semarang, Kudus, Rembang dan Jepara. Metode
pengambilan sampel pada penelitian ini menggunakan metode purposive sampling. Me-
tode ini digunakan dengan mempertimbangkan kriteria industri fashion kreatif yang telah
beroperasi minimal 3 tahun dan berinovasi produk berorientasi pasar. Data yang diperoleh
akan dianalisis dengan menggunakan program Partial Least Square (PLS). Hasil anali-
sis data menunjukkan bahwa kreativitas tidak berpengaruh signifikan terhadap inovasi.
Orientasi pasar secara signifikan mempengaruhi inovasi dan kinerja. Inovasi juga berpen-
garuh signifikan terhadap keunggulan dan kinerja kompetitif. Selanjutnya, keunggulan
kompetitif berpengaruh signifikan terhadap kinerja perusahaan.
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INTRODUCTION

Creative industry is one of the backbones
for economic development, it will have a gre-
ater contribution for Indonesia if it is develo-
ped well. The creative industry has a significant
contribution to economic development, espe-
cially in providing jobs and increasing people’s
incomes. Nowadays, competitions are getting
tighter, so creativity and innovation is needed
to adapt on the environmental changes. Deve-
lopment of continuous innovation requires ade-
quate resources, in the field of human resources,
finance and technology. Small and medium en-
terprises’ resources have an effect on organiza-
tional capability (Jardon & Martos, 2013).

The development of market-oriented,
creativity and innovation is one of the main
components that encourage the creation of
competitive advantage. The creation of sustai-
nable competitive advantage for the creative
industries is necessary to compete in the global
market. Creativity and innovation are needed
by creative industries to grow and develop. In-
dustry actors should be able to change the out-
look from profit orientation to the long term
customer-oriented. To achieve business goals,
creative industry players should have capability
to face challenges, formulate strategies in com-
petition (Halim et al, 2011). Rapid changes
in the environment especially technology and
consumer force the creative industry to adjust
by adopting knowledge, skills and technology.

The ability to increase creativity in dis-
covering new and unique ideas is needed to
compete in the global market. Competitive ad-
vantage shows that companies act better than
competitors in the same. Creativity in the form
of product innovation should be done sustai-
nably based on consumer’s needs. The success
of the creative industry to develop market-ori-
ented, creativity and innovation products are
expected to create competitive advantage.

Innovation can be a critical success factor
in achieving the sustainable competitive advan-
tage. The changing business environment drives
the tight competition between companies in the
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global market place. It motivates the companies
to have innovation strategy in winning the glo-
bal market competition. For creative industries,
consumer-oriented innovation is a solution to
survive and ready to face the global business
challenges. Management awareness to innovate
drives sustainable corporate growth. Consumer-
oriented business decisions will drive innovati-
on (Martinez et al., 2013; Farida, 2016).

Market orientation requires sufficient
resources to create sustainable competitive
advantage. Market orientation involves custo-
mers and competitors, so that creative industry
players should understand the role of organi-
zational culture. The marketing organization
should understand consumer needs and deliver
better value than competitors. Market orientati-
on can improve innovation and business perfor-
mance (Suliyanto & Rahab, 2012) the success
of the creative industry to develop creativity and
realize in the form of new market-oriented, pro-
duct innovation is expected to create competiti-
ve advantage.

Previous research studies have been con-
ducted in different results. Some research stu-
dies show that market orientation can improve
market performance (Vytlacil, 2010; Oudan,
2012). Market orientation can improve com-
pany performance (Yuan Li et al., 2008; Suliy-
anto & Rahab, 2012; Yadav & Tripathi, 2014).
Other studies show that market orientation as
a key determinant of Islamic banking business
performance (Widana et al., 2015). Another
study shows that implementation of market
orientation in small and medium enterprises
can improve the performance of international
marketing (Armanio et al.,, 2008). The results
also show that there is a strong relationship
between consumer orientation and marketing
competence in small and medium enterprises
(Asikhia, 2010).

The market orientation mediates the re-
lationship between innovation and the perfor-
mance of insurance companies (Remli et al,,
2013). In small and medium business of food,
consumer orientation and competitor orien-
tation have a significant effect on business per-
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formance (Aziz & Yassin, 2010). The results of
research indicate that market orientation and
government regulation have a significant effect
on competitive advantage (Afsharghasemi et al.,
2013). Market orientation as the main determi-
nant of Islamic banking business performance
(Widana et al., 2015).

Other studies show different results, that
market orientation does not significantly affect
the performance of small and medium enterpri-
ses (Rosli & Sidek, 2013; Gholami & Birjandi,
2016). Other study shows that market orienta-
tion cannot improve the financial performan-
ce and growth of company owned by family
(Gerni, 2013). Previous studies have dealt with
relationships between market orientation, inno-
vation, competitive advantage and firm perfor-
mance. According to researchers still, not many
who examine about creativity, especially the
relationship between creativity with innovation
in support of competitive advantage and perfor-
mance.

Creativity is needed for creative in-
dustries in order to create competitive advan-
tage. Therefore, the relationship between cre-
ativity and innovation is still interesting to be
studied. Previous research studies have focused
on small and medium scale businesses as well as
insurance while the research object is creative
industry. Research on creative industry has not
been done by many other researchers yet, there-
fore it is needed. The purpose of this research is
to examine the effect of market orientation and
creativity on innovation, competitive advantage
and performance. The results are expected to be
inputs to create competitive advantage and crea-
tive industry performance.

Hypothesis Development
Creativity and Innovation

Organizational innovation  describes
cooperation in business that connects people,
ideas and resources that interact and generates
creativity and innovation (Sousa, 2012). Since
innovation capability is a must, entrepreneur

should have some skills: self-knowledge, imagi-
nation, practical knowledge, searching. Creativi-
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ty defines as thinking something new, while in-
novation is the ability to apply creativity to solve
problems and opportunities. Creative thinking
is the ability to find ideas, opportunities and get
innovative ways to solve the problems. The main
foundation to be innovative is creativity. The
knowledge, skills and experience of employees
in value creation will determine the success of
innovation (Sugianto & Hartono, 2017). Indivi-
dual creativity is not enough to create successful
innovation, as well as creativity is a prerequisite
to generate innovation (Steiner, 2009).

As well as creativity is a prerequisite
for the generation of innovation (Mehrabani,
2012) and creativity cannot improve innovati-
on performance (Sohn & Jung, 2010). Creati-
vity is the ability to discover new ideas and new
methods to meet challenges and opportunities
whereas innovation is the ability to find ways to
solve problems
HI: Creativity significantly affects innovation
Market Orientation and Innovation

Cooperation in organizations that com-
bine people, ideas and good resources genera-
tes creativity and innovation. High market-ori-
ented business activities encourages companies
to innovate products, processes and markets
(Martinez et al., 2013). Market orientation can
improve innovation in both company and servi-
ce industry ( Altuntas et al., 2013). The market
orientation of small and medium-sized busi-
nesses can encourage innovation (Suliyanto &
Rahab, 2012; Remli et al,, 2013) and the high
competitor orientation encourage the high the
innovation activity (Martinez et al., 2013). In-
ter-functional coordination in market-oriented
marketing activities can enhance innovation ca-
pabilities (Azadehdel et al., 2013).

Similarly, market orientation that empha-
sizes the importance of inter-functional coor-
dination can encourage product innovation
(Hosseini, 2012). Market orientation, innova-
tion and performance have strong correlations
and market orientations have a role as mediator
between innovation and performance (Remli
et al., 2013). Consumer orientation encourages
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innovation and higher level of competence hen-
ce higher level of innovation (Martinez et al.,
2013) and market orientation pushes innovati-
on performance success (Kaya & Patton, 2011).
Market orientation components that include
consumer orientation and competitor orienta-
tion drive new product innovation (Augusto &
Coelho, 2009). Market orientation is a key to
have product and process innovation (Kok &
Biemans, 2009).

H2: Market orientation significantly affects in-

novation

Market Orientation and Performance

Marketing activities that emphasize on
consumer orientation, competitor orientation
and inter-functional coordination within or-
ganizations illustrate the construction of mar-
ket-oriented marketing activities. The result of
previous studies indicates that business perfor-
mance can be improved through market orien-
tation (Yuan Li, 2008; Yadav; 2012; Ou & 2012;
Altuntas et al., 2013; Hassan, 2013; Widana,
201S; Pantouvakis et al., 2017).

Furthermore, in large companies, the re-
lationship between operational coordination
and performance (business & operational) is
moderated by consumer orientation (Liu et al.,
2011). Market-oriented marketing strategy does
not significantly affect financial performance
(Upadhyay & Sivakumar, 2015). Business per-
formance can be enhanced through inter-func-
tional coordination in marketing activities (Aziz
& Yassin, 2010). The performance of internatio-
nal marketing in small companies can be impro-
ved through market orientation (Armanio et al.,
2008). Marketing performance can be impro-
ved through market orientation (Vytlacil 2010;
Peter & Danskin, 2010; Oudan, 2012). Export-
oriented marketing activities improve export
performance (Singh & Mahmood, 2013).

The competitive advantage mediates the
relationship between market orientation and in-
ternationalization (Afsharghasemi et al., 2013).
At the product life cycle stage, the relationship
between market orientation and firm perfor-
mance becomes strongest when the company is
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at a weak and growth phase in the introductory
phase (Wong & Ellis, 2007).

Market orientation through the dimen-
sions of consumer orientation, competitor
orientation and interfunctional coordination
can be used to predict company performance
(Yadav & Tripathi, 2014). Market-oriented
marketing activities, competitive advantage
and government regulation can drive interna-
tionalization and market orientation with inter-
national market performance also has a strong
correlation (Afsharghasemi et al., 2013). Good
marketing ability drives the creation of marke-
ting performance (Santos-vijande, 2012) and
relationships between innovation and compa-
ny performance are mediated by market orien-
tation (Remli et al., 2013). The business perfor-
mance of small and medium businesses can be
improved through consumer orientation and
competitor orientation (Aziz & Yassin, 2010).
H3: Market orientation significantly affect

company performance

Innovation and Performance

Innovation and experience of small and
medium-sized enterprises encourage the sustai-
nable growth (Mirza, 2011). Management abi-
lity to innovate is influenced by product quality
and marketing synergy (Maatoofi & Tajeddini,
2011). Company performance can be improved
by the innovation quality (Lakhal, 2009; Salim
& Sulaiman, 2011; Mahmood, 2013; Azadehdel
etal,, 2013). The better and more attractive pro-
duct innovation designs encourage sales growth
(Dirisu et al.,, 2013). Similarly, the performance
of small and medium enterprises can be impro-
ved through the capabilities of innovation (Su-
liyanto & Rahab, 2012; Sulistyo, 2016).

A strong market orientation by the com-
pany improves innovation and impacts on imp-
roving company performance (Remli et al,
2013). Company performance can be improved
through product innovation (Charterina & Lan-
deta, 2013) and there is a strong correlation bet-
ween innovation quality and trade and industry
performance (Azadehdel et al, 2013). Furt-
hermore, innovation-oriented companies are
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able to improve company performance (Gerni,
2013), the quality of innovation also significant-
ly affects performance (Azadehdel et al., 2013).
Product innovation improves business perfor-
mance (Charterina & Landeta, 2013). Proacti-
ve environmental innovation capability signifi-
cantly affects company performance (Fong &
Chang, 2012).

Strong green product innovation will have
a strong impact on competitive advantage over
company performance. The good environment
attention having by the management encoura-
ges the strong relationship between green pro-
duct innovation and company performance (Ar,
2012). Innovation, company size, demography,
location and experience are positively related to
the continued growth of a small and medium-
sized enterprise (Mirza, 2011). Company per-
formance is influenced by product innovation
(Mahmood, 2013). High innovation creativity
can improve organizational performance (Sa-
lim & Sulaiman, 2011).Product innovation and
process innovation in small and medium enter-
prises significantly affect company performance
(Rosli & Sidek, 2013).
H4: Innovation significantly affects company

performance

Innovation and Competitive Advantage

The company resources and skills affect
the creation of competitive advantage. The key
to long-term business performance is largely
determined by the company’s competitive ad-
vantage. Companies’ ability to deliver customer
value better than competitors can create com-
petitive advantage. The ability to create low cost
operations and differentiate create sustainable
competitive advantage. Competitive advantage
shows that companies can act better than com-
petitors in the same industry. Innovation and
cooperation with main partner is a solution to
help the cosmetic and herbal health industry to
adapt with global business challenges (Perma-
tasari & Dhewanto, 2013). The green process
innovation performance can create competiti-
ve advantage for the company (Chen & Chang,
2013) and innovation is able to encourage the
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creation of competitive advantage (Wingwon,
2012). Competitive advantage can be created
through superior value, quality, innovation and
effectiveness (Chiou, 2011), as well as competi-
tive advantage can be achieved through innova-
tion motivation (Dustin et al., 2014).

The company’s competitiveness is deter-
mined by intellectual capital and innovation
(Sanchez-gutierrez et al., 2012).Company inno-
vation affects the individuals and organizations
performance that the impact on the creation
of competitive advantage. Innovation impro-
ves sustainable competitiveness for small and
medium enterprises (Najib, 2014; Widyastuti
2014) and competitive advantage is achieved
through innovation motivation (Dustin et al.,
2014). Sustainable market innovation is seen as
a good tool in gaining sustainable competitive
advantage (Ren et al., 2010). The ability to in-
novate has an effect on competitive advantage
(Parkman et al., 2012).

HS: Innovation significantly affects competiti-
ve advantage

Competitive Advantages and Performance

Small company’s ability to understand
consumer needs create a good distribution
network and manage sales of goods abroad ef-
fectively and efficiently improve export per-
formance. Properly competed strategies drive
business performance (Halim et al., 2011), as
well as management capability affects company
performance (Hsu, 2012).The high competitive
advantage strengthens market orientation and
impacts on the internationalization of SMEs
(Afsharghasemi et al., 2013).

Business performance is signiﬁcantly in-
fluenced by the competitive advantages of a
company (Russell & Millar, 2014; Mulyana,
2016) and competitive advantage significantly
affects financial performance (Kamukama et
al,, 2011). Strong competitive advantage impro-
ves organizational performance (Lakhal, 2009;
Russell & Millar, 2014; Putri & Yuniawan,
2016). High corporate performance is an indi-
cator of competitive strength (Awuah, 2008).
Holistic competitive advantage improves com-
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pany performance (Ren, 2010). Market orienta-

tion, competitive advantage and government re-

gulation significantly affect internationalization

of SMEs (Afsharghasemi et al., 2013).

Hé6: Competitive advantage significantly af-
fects company performance

METHOD

In this study, obtained data from the res-
pondents used to explain the relationship bet-
ween research variables. Data is analyzed by
quantitative approach. The respondents of this
study are the owners or the heads of creative in-
dustry in the fashion sector in Central Java In-
donesia. Research is located in North Coast of
Central Java, by taking five districts/ cities, na-
mely Pekalongan, Semarang, Kudus, Rembang
and Jepara.

The objectives of this study are to exami-
ne and analyze the relationship between market
orientation, creativity, innovation, competitive
advantage and creative industry performance.
The operational definition of those research
variables can be explained as follows. Market
orientation is an organizational culture that has
confidence and values that put customers in
the center of business decisions and measured
through 9 indicators adopted from the previous
research (Asikhia, 2010; Vytlacil, 2010; Awwad
etal,, 2011; Shoemaker & Pelham, 2013), those
are: value added for consumers, understanding
consumer needs, customer satisfaction, infor-
mation sharing competitors, competitor action
responses, competitor strategy responses, inter
functional coordination, information sharing
between parts, cooperation formulate strate-
gies.

Creativity is ability of exploring new ide-
as and obtaining new methods of problem sol-
ving, measured by indicators adopted from the
previous research (Sohn & Jung 2010), those
are: originality, uniqueness, variation, breadth
of ideas. The innovation is an ability to apply
creativity in solving problems and improving
innovation performance which is measured by
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4 indicators adopted from the previous research
(Rusli, 2013), those are: introductions of new
products, products with new technology, pro-
duct differentiation, entering the market with
new products.

Competitive advantage is the ability to act
better than competitors in the same industry and
it is measured by four indicators adopted from
the previous research (Wingwon, 2012; Hossei-
ni, 2012; Hsu, 2012), those are: cost, quality in-
novation, customer relationship and difference.
Business performance is the ability to dominate
the market and focus on its goal and financial,
measured by 4 indicators adopted from the pre-
vious research (Asikhia, 2010; Wingwon, 2012;
Karacaogly, et al,, 2013), those are: return on
assets, growth profit, sales growth, market share
growth.

Purposive sampling was used as the
sampling technique. This method was used by
considering the criteria of the creative fashion
industry that has been operating for at least 3
years and innovate market-oriented products.
The respondents selected in this research are the
leaders of the creative industries. The data were
collected by sending questionnaires, telephone
interviews and field observations.

There were 180 questionnaires spread out
and 150 of them were returned. Furthermore,
from 150 returned questionnaires conducted
to obtain accurate data. To ensure the data ac-
curacy, it was selected 130 questionnaires which
are eligible as respondents. The collected data
will be tested for its validity and reliability. The
measurement of the questionnaire items in this
study is by use of “five-point Likert scale from 1
to 5”7 rating from strongly disagreement to the
strongly agreement. the obtained data will be
analyzed using Partial Least Square (PLS) pro-
gram. The result of data analysis is expected to
explain the relationship between research va-
riables.

Respondents Description
The description of the respondents as a
whole can be explained in Table 1.
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Table 1. Respondents Description

Variable Amount  Percentage
Age (in year)
20-29 12 12.00
30-39 46 35.38
40-49 SS 42.30
50-59 12 9.23
>60 S 3.89
Opearting
Bussiness (in year)
1-5 11 8.46
6-10 35 26.92
10-15 37 28.46
16-20 20 22.30
>20 18 13.46

Table 1 shows a general overview of the
age and business operations in the creative in-
dustries. Most creative industry players are 34-
49 years (42.30%). It means that the creative
industry players run the business on the pro-
ductive age. Based on the length of business
operations, most of them have a sufficient work
experience since they run the business for 10-15
years (28.46%).

Table 2. Description of Variables and Indicators

Variable Mean Median SD
Creativty 3.63 3.50 0.56
Maret Orientation  3.89 394 0.66
Inovation 4.12 425 047
Competitive 3.96 4.00 0.53
Advantage 4.05 4.00 0.59
Company
Performance

Table 2 shows an overview of the mean,
medium and standard deviations of each variab-
le. Market orientation variables in a high catego-
ry which is indicated by its mean value (3.89).
It shows that the industry creative in fashion
sector run the business activity with consumer
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oriented. Business activity is always consumer
oriented, which is done by creating good coope-
ration with the consumers, giving the best ad-
ded value for consumer, trying to understand
consumers’ needs and trying to satisfy them.

Furthermore, to adapt with the business
competition, creative industry should pay atten-
tion to all competitors’ activities, share infor-
mation about competitors and make decisions
quickly to respond to the actions of competitors.
Besides, they should conduct routine internal
coordination o get team support in business de-
cision making. Inter-functional coordination is
required to create cohesiveness and cooperation
and should be done through coordination bet-
ween sections, share information and strategize
together. The mean grade of creativity is 3.63. It
shows that the creative industry player’s ability
to get the original idea is still weak; to meet the
unique and wide idea is not maximal. In additi-
on, the variation of ideas that will be realized in
the form of innovation is also limited.

The mean value of innovation variable is
4.12, means that it belongs to the high catego-
ry. This condition shows that the innovation
has been done well and in accordance with
consumer expectations. Innovation is realized
in the form of introductions of new products in
order to be able to provide a variety of alternati-
ve product choices that can satisfy consumers.
Innovation for new product development that
suits technological change demands. Moreo-
ver, company should be able to produce diffe-
rent products with competitors’ to enter a new
market.

The mean value of competitive advanta-
ges which is 3.96 belongs to the high category.
This condition shows the ability to create com-
petitive advantage made by the perpetrators of
the creative industry is good. Competitive ad-
vantage is created by making efficiency in the
production process to create a fair price that can
compete in the market. Quality improvement is
also done to satisfy consumers, as well as build
good relationships with thm. Differentiation is
also done in order to provide many choices for
consumers.
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Furthermore, the company’s performan-
ce variable is included in the high category; with
a mean value is 4.05. This condition shows the
performance of the creative industry has been
relatively good, this can be indicated from the
increase of return on assets every year, annual
profit growth, annual sales growth and market
share growth each year.

Analysis Result

The data obtained will be tested empiri-
cally based on Partial Least Square (PLS) with
Smart PLS software. The analytical techniques
will used to test the Hypothesis through the
model of structural equations with Partial Least
Square (PLS) approach. The approach through
distribution free is a powerful research method
in Partial Least Square (PLS), because it does
not assume certain distributed data but it can
be nominal, ordinal, interval and ratio and the
number of samples should not be large (Gho-
zali, 2013).

Outer Model (Validity and Reliability Test)
The goal of the outer model test is to
measure the specification of the relationship
between latent variables and their indicators.
Testing is done by Convergent Validity approa-
ch, where indicator is judged by correlation bet-
ween item score/ component score. Individual
reflection sizes are said to be high if they correla-
te more than 0.70 with the measured constructs.
Early stage studies of developing a scale of me-
asuring the loading values of 0.50 to 0.60 are
considered sufficient (Ghozali, 2013).

Table 3. Result of validity test

Loadng Conclu-

Variable Indicator .
Factor sion
Creativity KRE1 0.952  Valid
KRE2 0.514 Valid
KRE3 0.659  Valid
KRE4 0.731 Valid
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Market MO1 0.758 Valid
Orientation MOQ2 0.897  Valid
MO3 0.826  Valid
MO4 0.765  Valid
MO5 0.764  Valid
MO6 0.894  Valid
MO7 0.854  Valid
MO8 0912  Valid
MO9 0917  Valid
Innovation PI1 0.710 Valid
PI2 0.815  Valid
PI3 0.716  Valid
P14 0.676  Valid
Competi- CAl 0.690  Valid
tive Advan- CA2 0.812  Valid
tage CA3 0.764  Valid
CA4 0.621  Valid
Company  PF1 0.740  Valid
perfor- PE2 0.848  Valid
mance PF3 0.831  Valid
PF4 0.782  Valid

The validity test result in Table 3 shows
that the value of outer model indicates the fac-
tor loading value of each indicator is above 0.50,
so it can be concluded that all indicator is valid.
Meanwhile, to measure reliability of variables is
done by discriminant validity approach. It com-
pares the square root values of Average Variance
Extracted (AVE) in every construct by correla-
ting between construct with others in the mo-
del. The model has good discriminant validity
if the AVE root value of each latent variable is
greater than the correlation value between la-
tent variables with other latent variables in the
model and recommended AVE values must be
greater than 0.50.

The reliability test result in Table 4 shows
that the value of each Composite Reliability
is above 0.60 and Average Variance Extracted
(AVE) is 0.50. From the result, it can be con-
cluded that this study has qualified reliability of
a construct.
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Table 4. Reliability test results

Variable Composite , yp
Reliability

Creativty 0.821 0.535

Maret Orientation 0.957 0.714

Inovation 0.815 0.536

Competitive Advantage 0.877 0.642
Company Performance 0.814 0.534

RESULT AND DISCUSSION

Inner model is used to measure the re-
lationship between structural model or inner
relations. The great influence between research
variables can be seen in Table S.

Inner model or structural model is perfor-
med to test the relationship between construct,
significant value and R-square of the research
model. The relationship between structural mo-
del explaining the relationship between latent
variables in the study. Without losing the gene-
ral nature, it is assumed that the latent variable
and the indicator or variable manifest in the zero
means and the variance unit are equal to one so
that the constants parameters can be omitted

from the model. In Table 5§ above shows the in-
fluence between latent variables in the model
and testing is done by comparing the value of t
statistics with the value of t in the table (1.96).
If the statistical t value is greater than t value in
the table, so there is a significant influence bet-
ween latent variables and vice versa. The value of
R-Square in Partial Least Square (PLS) model
of each dependent latent variable can be seen in
Table 6.

Table 6. R-square value

Variable R-square
Inovation 0.580
Competitive Advantage 0.757
Company Performance 0.784

The analysis result in Table 6 shows the
R-square value of innovation variable is 0.580.
It shows that creativity variables influenced
by creativity and market orientation variables
are 0.580 or 58.0%. The rest (100%-58,00% =
42.0%) is explained by other variable outside
research model. Furthermore, the R-square of
competitive advantage variables is 0.757 means

Table 5. Relationship between Research Variables

. . Original Mean of Standard L .
Relationship Sample L. t-Statistic Conclusion
. Subsamples  Deviation
Estimate

Creativity = Innovation 0.072 0.070 0.092 0.777 HI is rejected
Orientation—=> Innovation 0.742 0.727 0.051 14.434 H2 is accepted
Orientation> Company 0.184 0.187 0087 2110  H3isaccepted
Performance
Innovation= Competitive o7, 0.871 0018 48585  H4isaccepted
Advantage
Innovation= Company 0.296 0.284 0.116 2229  HSisaccepted
Performance
Competitive
Advanatge—> Company 0.463 0.472 0.080 5.790 H6 is accepted
Performance
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that the competitive advantage variable is exp-
lained by the innovation variable of 75.7% and
the rest (100%-75.7% = 24.3%) is explained
by other variables outside the research model.
While R-square of performance variable is 0.784
means that the performance of creative industry
influenced by market orientation, innovation
and competitive advantage is 78.4% and the rest
(100%-78.4% = 22.6%) is explained by other
variables outside the research model.

Creativity does not significantly affect in-
novation. This condition shows that the most
of the ideas and the development concepts of
creative industry players have not been realized
in the form of product, process, market and ma-
nagement innovation. The results of this study
support the previous study that creativity does
not significantly affect innovation performance
(Sohn & Jung 2010). Similarly, research findings
suggest that individual creativity is incapable
of encouraging successful innovation (Steiner,
2009).

Creativity is really needed by creative in-
dustry players, because creativity can generate
original and unique ideas. Ideas cannot be rea-
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lized in the form of innovation. Furthermore,
ideas that vary as well as big ideas not yet fully
implemented by creative industry players. The
ability to get original and unique ideas is needed
to support innovation. The ability to explore
challenging and varied ideas is needed to sup-
port product, process, market and management
innovations for creative industry players.
Market orientation significantly affects
innovation, so the high activity of market-ori-
ented company improves the innovation. The
results of this study are in line with the findings
of the previous study which states that the high
the market orientation of the company impro-
ves the innovation of products, processes and
markets and the high the level of competence
improves of innovation (Martinez, 2013). The
results of this study also support the findings
stating that market orientation by small and
medium enterprises can encourage innovation
(Suliyanto & Rahab, 2012; Remli et al., 2013).
Market orientation is able to drive the success of
innovation performance (Kaya & Patton, 2011).
Market-oriented business decisions are
embodied in three dimensions; consumer
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orientation, competitor orientation and inter-
functional coordination. The purpose of consu-
mer orientation is to satisfy consumers through
increased value added for consumers. Provide
added value to larger consumers through a va-
riety of product choices as a result of innovation.
Besides, the creative industry should meet the
consumers’ needs by providing a wide selection
of product variations and prices based on con-
sumers’ ability. Competitor orientation is done
by sharing information and quickly in taking
decisions to respond to competitors’ actions
and strategies. Internal coordination within
the organization is always done to build a solid
team that can be done by sharing information
between sections, facilitating coordination and
formulating strategies to develop shared inno-
vations. In line with research that states market
orientation can drive the success of innovation
performance (Kaya & Patton, 2011).

Market orientation significantly affects
company performance, meaning that the strong-
er the market orientation will create the higher
company performance. The results of this study
support the findings of previous study which
states that market orientation can improve bu-
siness performance (Suliyanto & Rahab, 2012;
Oudan, 2012; Yadav, 2014). In line with the re-
sults of research, the market orientation through
the dimensions of consumer orientation, com-
petitor orientation, inter-functional coordinati-
on can be used to predict company performance
(Yadav & Tripathi, 2014).

Similarly, the business performance of
small and medium businesses can be improved
by consumer orientation and competitor orien-
tation (Aziz & Yassin, 2010). This result cont-
radicts the opinion that market orientation has
no significant effect on the performance of small
and medium enterprises (Rosli & Sidek, 2013;
Gholami & Birjandi, 2016). Another study
shows that market orientation cannot improve
the financial performance and growth of com-
pany owned by the family (Gerni, 2013).

Marketing policy conducted through
three pillars; consumer orientation, competitor
orientation and inter-functional coordination.
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Consumer orientation is realized by creating
better value added for consumers, by realizing
greater consumer expectations compared to
consumer sacrifices. Creative industry players
should meet the needs of consumers by giving
satisfaction to consumers better than competi-
tors. In addition it also provides a wide selection
of product variations and prices based on consu-
mers’ ability. Furthermore, competitor orienta-
tion is done by sharing information about com-
petitors, quickly responding to competitor’s
actions and strategies. Inter-functional coor-
dination is conducted in an integrated manner
by coordinating among functions, sharing infor-
mation between sections and building coopera-
tion among members, building cooperation to
formulate strategies in order to improve compa-
ny performance.

Innovation significantly affects compa-
ny performance. This condition shows that the
better the innovation is, the higher the perfor-
mance of the company. The results of this stu-
dy are in line, with finding which states that
the high the innovation creativity made by the
company improved company performance (Sa-
lim & Sulaiman, 2011). In line with the finding,
the better the innovation capabilities of small
and medium business actors can improve the
company’s performance (Sulistyo, 2016). It
also supports the statement that company per-
formance can be improved through the innova-
tion quality (Lakhal, 2009; Salim & Sulaiman,
2011; Mahmood, 2013). The development of
innovations in introducing new products to
consumers and creating products by using new
technology will add value to consumers. Diffe-
rentiation of products is done to provide many
choices for consumers and entering the market
with new products encourage sales, profits and
also return on asset creative industry players.

Innovation significantly affects compe-
titive advantage, so the higher the innovation
capability is, the higher the competitive ad-
vantage. This result supports previous research
which states that the ability to innovate affects
the competitive advantage (Parkman, 2012;
Wingwon, 2012). Competitive advantage can
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be created through superior value, quality, in-
novation and effectiveness (Chiou, 2011), as
well as competitive advantage can be achieved
through innovation motivation (Dustin et al,,
2014). Innovation affects individual and orga-
nizations performance which impact on compe-
titive advantage. Innovation through new pro-
duct designs as well as product development by
using new technologies encourage efficient pro-
duction that impact on cheap pricing. Differen-
tiation of products and market entry with new
products faster than competitors will be able to
create competitive advantage.

Competitive advantage significantly af-
fects company performance. The higher the
ability to create competitive advantage is, the
higher creative industry performance. The result
of this study reinforces the finding that competi-
tive advantage can improve business performan-
ce (Russell & Millar, 2014; Mulyana, 2016).
Correspondingly, this research findings com-
petitive advantage can improve organizational
performance (Lakhal, 2009; Russell & Millar,
2014). Holistic competitive advantage can imp-
rove company performance (Ren, 2010). This
condition shows that competitive advantage is
the key to long-term business performance for
creative industries. Competitive advantage is
built through the creation of quality products
and lower prices than other companies in the
same industry. Competitive advantage can be
created by building good relationships with cus-
tomers that can drive increased sales, profit and
market share.

CONCLUSION AND RECOMMENDATION

The policy of market-oriented innovation
development encourages the creation of sustai-
nable competitive advantage for the creative in-
dustry. The performance of the creative industry
can be improved if the policy of market-oriented
innovation is developed by focusing on consu-
mer orientation, competitor orientation and
inter-functional coordination. Similarly, perfor-
mance can be improved if the creative industry
has a competitive advantage.
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The managerial implication of this rese-
arch is that innovation development to create
competitive advantage can be done by develo-
ping consumer oriented marketing policy, com-
petitor orientation and good inter-functional
coordination. Improving the performance of
categorical industry can be done by conducting
business policy focusing on market orientation,
continuous innovation and creating competiti-
ve advantage.

The limitation of this research is the result
of model development with the level of margi-
nal accuracy and the respondent has different
background of both creative and educational in-
dustry sector, so the answer to the questionnaire
given becomes heterogenic. Future research is
expected to test the type of creative industry, by
adding business environment variables as well
as firm size as moderating variables.
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