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Abstract: The ever-evolving business environment demands companies to adopt a customer-
focused culture, continuously develop and sustain growth. Marketing is seen as a fundamental
aspect of corporate culture, with market orientation as its practical application. The purpose
of this study is to identify product innovation influencing marketing performance in the
woodcraft industry in Central Java, Indonesia by adding competitive advantage as a mediator
variable. Factors leading to product innovation, such as environmental uncertainty and R&D
intensity, as well as factors leading to competitive advantage, such as product orientation
and customer orientation, are identified in this study. The population in this study were 214
timber companies in Central Java Province. By using simple random sampling, the number
of samples used in this study were 110 samples. The analysis in this study uses the SEM
analysis method with SmartPLS 3. The results of this study indicate that environmental
uncertainty and R&D intensity affect product innovation. In addition, product innovation and
competitive advantage also have an influence on marketing performance. Therefore, this study
supports the contingency theory which states that environmental uncertainty and research
and development intensity can affect product innovation. Companies can foster a culture of
innovation that enables them to foresee and respond to customer needs more effectively by
focusing on research and adapting to changes in the external environment.

Keywords: competitive advantage, environmental uncertainty, marketing performance,
product orientation, R&D intensity

Abstrak: Lingkungan bisnis yang terus berkembang menuntut perusahaan untuk mengadopsi
budaya yang berfokus pada pelanggan, terus berkembang dan mempertahankan pertumbuhan.
Pemasaran dipandang sebagai aspek mendasar dari budaya perusahaan, dengan orientasi
pasar sebagai aplikasi praktisnya. Tujuan dari penelitian ini adalah untuk mengidentifikasi
inovasi produk memengaruhi kinerja pemasaran di industri kerajinan kayu di Jawa Tengah,
Indonesia dengan menambahkan keunggulan bersaing sebagai variabel mediator. Faktor-
faktor yang menyebabkan inovasi produk, seperti ketidakpastian lingkungan dan intensitas
R&D, serta faktor-faktor yang menyebabkan keunggulan bersaing, seperti orientasi produk
dan orientasi pelanggan, diidentifikasi dalam penelitian ini. Populasi dalam penelitian ini
adalah sebanyak 214 perusahaan kayu di Provinsi Jawa Tengah. Dengan menggunakan simple
random sampling, jumlah sampel yang digunakan dalam penelitian ini adalah sebanyak 110
sampel. Analisis dalam penelitian ini menggunakan metode analisis SEM dengan SmartPLS
3. Hasil penelitian ini menunjukan bahwa ketidakpastian lingkungan dan intensitas R&D
berpengaruh terhadap inovasi produk. Selain itu, inovasi produk dan keunggulan bersaing
juga memiliki pengaruh terhadap kinerja pemasaran. Oleh karena itu, penelitian ini
mendukung teori kontingensi yang menyatakan bahwa ketidakpastian lingkungan dan
intensitas penelitian dan pengembangan dapat mempengaruhi inovasi produk. Perusahaan
dapat membina budaya inovasi yang memungkinkan untuk memperkirakan dan merespons
kebutuhan pelanggan dengan lebih efektif dengan berfokus pada penelitian dan beradaptasi
dengan perubahan di lingkungan eksternal.

Kata kunci: keunggulan kompetitif, ketidakpastian lingkungan, kinerja pemasaran, orientasi
produk, intensitas litbang
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INTRODUCTION

The level of competition in business is intensifying due
to uniformity in products and services and a maturing
market. As a result, companies need help to distinguish
themselves from their rivals. It is insufficient to rely
solely on technical fixes to solve issues, as this does not
adequately support the company’s competitive edge and
market expansion goals. To outpace their competitors
and establish customer loyalty, companies implement
value-added services throughout the customer’s
journey, starting before the transaction occurs and
continuing after (Kumar etal. 2019). Research indicates
that investing in customer retention via value-adding
strategies is more cost-effective than striving to attract
new customers (Nasir, 2019). In the long term, having
loyal customers can yield competitive advantages
(Nastasoiu & Vandenbosch, 2019). Sheth (2017)
stated that the business industry favors a relationship
marketing strategy over a transactional approach.
This shift is because the transactional approach has
numerous flaws, such as being simple to replicate by
competitors.

Conversely, the relationship marketing approach helps
develop a devoted customer base that competitors
cannot mimic. Moreover, delivering exceptional
customer value is crucial for companies to enhance their
performance consistently. For a company to maximize
its long-term performance, it is imperative to establish
and sustain gainful cooperative relations with its clients
(Grunwald, 2022). Providing exceptional customer
value is a primary asset for the company to gain a
competitive edge. Businesses consider loyal customers
advantageous for obtaining long-term benefits.

Consequently, relationship marketing was introduced
in the marketing field to be incorporated into the service
delivery procedure. According to Esteben et al. (2002),
a market-oriented company must provide excellent
value to customers efficiently and effectively. Market
orientation refers to an organizational environment
where employees are responsible for obtaining
information about current and future customer
requirements.

Iyer et al. (2019), Yu et al. (2019) suggest that market
orientation can increase company performance through
customer satisfaction and employee organizational
commitment. To establish quality customer service, it is
crucial to involve employees as they are responsible for

Jurnal Manajemen & Agribisnis,
Vol. 20 No.2, July 2023

maintaining the company’s brand image by fulfilling
promises to customers, addressing complaints, and
promoting products or services. The ever-evolving
business environment demands companies to adopt
customer-focused cultures, continue thriving in the
market, and sustain growth. Marketing is viewed as
the fundamental aspect of a corporation’s culture,
with market orientation as its practical application.
Consequently, market orientation is regarded as a
corporate culture that prioritizes the customer as
the key determinant of a company’s prosperity. An
organization’s culture is a complex process where
various activities occur within the organization. Each of
these activities is distinct and contributes to the overall
organizational culture. The ability of management to
anticipate and plan for a market-oriented approach
to business operations will significantly impact the
company’s long-term success and sustainability
(Grunwald, 2022).

According to Ferreira, Fernandes, and Ferreira (2019),
Giménez, Madrid-Guijarro, and Duréndez (2019),
Bustinza, Gomes, Vendrell-Herrero, and Baines
(2019), Huang and Li (2017), Pono et al. (2019),
Aksoy (2017), innovation has a positive influence on
marketing performance. However, research by Cheng,
Chang, and Li (2013) concludes that product excellence
does not significantly impact marketing performance.
Meanwhile, studies by Moy et al. (2020) and Cillo,
De Luca, and Troilo (2010) indicate that innovation
negatively impacts company performance through
damage to brand reputation and a lack of evidence
that innovation in one period positively influences
performance in the next period (Liao and Cheng,
2014). The different results of these studies suggest a
research gap in the inability of product innovation to
enrich product excellence and marketing performance.
In 2018, the Central Java provincial government stated
that the woodcraft industry contributed around IDR
1 trillion (approximately $70 million) to the region’s
economy. The industry employed approximately
90,000 people, primarily in rural areas. Furthermore,
the province was said to have 214 companies from
over 3,000 woodcraft businesses, ranging from
small family-run workshops to large factories. These
businesses produced various products, such as furniture,
handicrafts, and building materials. Thus, this study
was carried out on wood craftsmanship in Central
Java Province, wherein it was found that the furniture
products were highly adaptable to changing consumer
preferences. As a result, alterations in price, model,
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and added features easily affect the sales volume and
profitability. The research aims to explore the effect of
product innovation on marketing performance in Central
Java’s woodcraft industry. It intends to recognize the
factors that drive innovation, including environmental
uncertainty and R&D intensity, and identify factors that
contribute to competitive advantage, such as product
and customer orientation. Overall, the study examines
the mediating role of competitive advantage in the
relationship between product innovation and marketing
performance.

METHODS

This research empirically examines the effect of the
determinants of product innovation (environmental
uncertainty and R&D intensity) and the determinants
of competitive advantage (product orientation and
customer orientation) on the marketing performance
of the woodcraft industry by utilizing competitive
advantage as a mediating variable (Figure 1). In
this research, 214 woodcraft industries located in
Central Java Province were used as the population.
Simple random sampling was employed as the
sampling technique. According to Ferdinand’s (2006)
recommendation, the sample size should be five times
the number of indicators. There were 22 indicators in
this study, so the sample size used was 110. The size
requirements were met by utilizing the sample of 110
woodcraft industries.

Market orientation pertains to focusing on consumers
and competition and recognizing their importance
in corporate strategy, particularly in innovation
and performance. A strong focus on competition is
essential in creating new products that will ultimately
succeed in the market. Additionally, a company’s
research and development efforts directly impact the
commercial success of its innovations (Lewandowska
& Cherniaiev, 2022). According to Kalyar et al. (2020),
environmental uncertainty contributes positively
to product innovation, especially in comparison to
stable environments. Meicistaria & Isnalita (2020)
also discovered a significant and beneficial correlation
between increased research and development intensity
and product innovation. This implies that greater
levels of research and development will result in
more product innovation. Arranz et al. (2019) found
a robust connection between product innovation and

marketing performance, indicating that innovative

products significantly impact marketing success.
These findings are supported by Afriyie et al. (2019),
who posit a positive effect of product innovation and
marketing performance, implying that businesses that
consistently innovate their products are likely to fare
better in the market.

Furthermore, previous research underscores the
importance of product orientation in achieving a
competitive advantage. According to Falahat et al.
(2020) and Tariq et al. (2019), businesses prioritizing
product development over other factors are more likely
to achieve competitive advantage. This highlights
the significance of consistent product innovation for
businesses looking to sustain a competitive edge in the
market.

Research indicates that prioritizing customer input is
critical in the relationship between customer orientation
and competitive advantage. In order to achieve a
competitive advantage, companies need to carefully
orient products toward customers by considering their
desires, needs, interpretations, and knowledge. Past
studies have shown that a higher degree of product
innovation positively affects competitive advantage
(Kuncoro & Suriani, 2018). This is consistent with
Dhameria et al. (2021) that competitive advantage
inevitably leads to better marketing performance.
These findings indicate that the level of competitive
advantage is directly related to the level of marketing
performance.

Furthermore, researchers have found that greater
product innovation is associated with higher levels of
competitive advantage when examining the relationship
between product innovation and competitive advantage.
Liu & Atuahene-Gima (2018) demonstrated that
companies prioritizing product innovation are often
more successful in achieving competitive advantage.
Ferreira et al. (2020) also highlight that companies
producing innovative products are more likely to gain
a competitive edge.

Innovation is essential for firms to sustain their
competitive advantage in the marketplace (Distanont
& Khongmalai, 2020). Rajapathirana & Hui (2018)
argue that innovation catalyzes firms’
performance, leading to a better organizational
outcome. Additionally, Ahmed et al. (2020) stated
that innovativeness is crucial for firms, not only for

superior

achieving growth but also for their survival, given the
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increasing level of competition and uncertain market
environment. Innovation necessitates a constant
focus on the market and technology orientation of
the company (Kocak et al. 2017). Product innovation
requires the coordination of marketing strategy and
technology. That way, products can meet consumer
needs (Jaja et al. 2017). In this case, innovation is
inseparable from identifying customer needs and
an idea (Sjodin et al., 2020). Innovation requires an
orienting approach that will evaluate customer needs.
This will affect the belief that the product meets
customer needs (Masa’deh et al, 2018). Zhang &
Walton (2017) in their theoretical model shows that
innovation improves business performance. As for this
research, it focuses on product orientation and aligning
marketing strategy and production process technology
with marketing performance (Rajapathirana & Hui,
2018). The innovation stage begins with evaluating
customer needs which generates ideas so that they can
produce satisfying product innovations (Masa’deh et
al. 2018). Thus, the theoretical framework model in
this study in Figure 1.

Environment
Uncertainty (EU)

R&D
Intensity (RD)

Product

Orientation (PO) H3

Customer
Orientation (CO)

Product
Innovation (PI)

Competitive
Advantage (CA)
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H1 : Environmental uncertainty has a negative
effect on product innovation

H2 : R&D intensity has an influence on product
innovation

H3 : Product orientation has an influence on
competitive advantage

H4 : Customer orientation has an influence on
competitive advantage

H5 : Product innovation has an influence on
competitive advantage

H6 : Product innovation has an influence on
marketing performance

H7 : Competitive advantage has an influence on
marketing performance

H8 : Competitive advantage can mediate the
relationship between product innovation and
marketing performance

The analytical method of this research uses the Structural
Equation Modeling (SEM) method and is analyzed
using SmartPLS 3 software. Structural Equation
Modeling (SEM) is used to analyze the reliability
and validity of the constructs used and to verify the
accuracy of the model. SEM is also used to analyze
the effect of independent variables on the dependent
variable and formulate the results of hypothesis testing.

H5

Marketing
Performance (MP)

Figure 1. Research model
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RESULTS

To assess the suitability of indicators for further testing,
the dimensions of each variable (Environmental
Uncertainty, R & D intensity, Product Orientation,
Customer Orientation, Product Innovation, Competitive
Advantage, and Marketing Performance) were
evaluated based on their loading factor. The standard
loading factor value was set to be above 0.5. As shown
in Table 1, the findings indicate that all items have a
valid loading factor.
The assessment instrument, specifically the
Measurement Model, evaluated using the
Convergent Validity assessment, which revealed that
the loading factor on the construct is significantly
statistical. Furthermore, the Discriminant Validity

was

Table 1. Factor analysis, reliability, and validity test

assessment met the criteria, and the Composite
Reliability assessment for all items that explained
the construct in this study showed high reliability. All
measurements depicted in Table 1, met the assessment
criteria. Therefore, it can be inferred that all the revised
indicators are suitable to test the hypothesis. Lastly, the
items that explained the construct in this study were
deemed highly reliable.

Table 2 presents the evaluation of the Inner Model or
Structural Model. The data displayed the R Square
for every dependent variable, where marketing
performance had an R-Square of 0.527. This suggests
that 52.7% of the variation in marketing performance
can be attributed to environmental uncertainty, R&D
intensity, customer orientation, product orientation,
product innovation, and competitive advantage.

Average Variance

Variables Items Loading Factor extracted (AVE) Composite Reliability

Environmental Uncertainty EU1 0.708 0.809 0.849
EU2 0.908
EU3 0.798

R & D intensity RD1 0.751 0.871 0.906
RD1 0.891
RD1 0.767

Product Orientation PO1 0.964 0.858 0.901
PO2 0.957
PO3 0.755
PO1 0.953
PO2 0.762
PO3 0.723

Customer Orientation COl1 0.961 0.849 0.834
CcO2 0.718
CO3 0.816

Product Innovation P11 0.775 0.787 0.830
PI2 0.782
PI3 0.803

Competitive Advantage CAl 0.710 0.778 0.820
CA2 0.802
CA3 0.719

Marketing Performance MP1 0.691 0.729 0.773
MP2 0.770
MP3 0.762
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Table 2. R-Square for each endogenous variable

Endogenous variables R- square
Product innovation 0.328
Competitive advantage 0.161
Marketing Performance 0.527

The results of Structural Model Testing presented
in Table 3 and Figure 2 revealed the outcome of
testing the first hypothesis related to the impact of
environmental uncertainty on product innovation. The
findings demonstrated environmental uncertainty’s
strong and adverse influence on product innovation.
Specifically, the original sample estimate was -0.149,
the T-statistics equaled 2.364, and the p-value was
0.001. Thus, the results affirmed that environmental
uncertainty had a negative effect on product innovation.
This implies that product innovation decreased as
the level of environmental uncertainty increased.
Therefore, the first hypothesis was validated. The
results regarding the acceptance of the first hypothesis
on the negative effect of environmental uncertainty on
product innovation were supported by previous studies.
Previous research, such as Zhao et al. (2018), Dai &
Liang (2022), supports the first hypothesis that suggests
environmental uncertainty negatively affects product
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innovation. They suggest that while environmental
uncertainty strengthens trust, it weakens the impact of
contracts on innovation. Kafetzopoulos et al. (2020)
have also found evidence of environmental uncertainty
influencing product innovation and manufacturing firm
performance. Companies that deal with various levels
of uncertainty and have development strategies aligned
with various environmental conditions tend to produce
innovations (Zhao et al. 2018).

The results of the hypothesis test in Table 3 show that
the second hypothesis, R&D intensity has a significant
and positive effect on product innovation. This is
evidenced by the T-statistics value obtained which was
3.877 (> 1.96) and a P value of 0.000 (<0.05). Thus, the
second hypothesis of this study is accepted. This is in
line with the research by Bustinza et al. (2019); Lin et al.
(2021) and Sanchez-Sellero & Bataineh (2022) which
show that high R&D intensity creates better product
innovation and has a positive effect on environmental
uncertainty. Additionally, Tavassoli (2018) identified a
statistically significant effect between R&D input and
innovative output, while Xie et al. (2019) found that
high R&D intensity is linked to enhanced firm product
performance.

IP 1 P2 IP3
0.708 A
0.008 0.775 0782 0.803
SH 0.708 \.o, 190 N 7~
EU 4 IP
0.074
Lo 0.100
R&D2 1.0004 R&D \ =
_0.691
0.770 MP 2
0.362 ~0.726
PO 1 / -l
0.064_ L
PO 2 0.957 /
0.655" T 0.040
PO 1
CcO 1 o
0.961 0.710 0.892 0.719
co?2 0.718

|

h 4
o | i

Figure 2. Structural equation modeling
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Table 3. Estimated output for structural model testing

Hypothesis

Environmental Uncertainty (EU) — Product Innovation (PI)
R & D intensity (R&D) — Product Innovation (PI)

Product Orientation (PO) — Competitive Advantage (CA)
Customer Orientation (CO) — Competitive Advantage (CA)
Product Innovation (PI) — Competitive Advantage (CA)

Competitive Advantage (CA) — Marketing Performance (MP)

Product Innovation (PI) — Marketing Performance (MP)

Original sample estimate  T-statistics p-value
-0.149 2.364 0.001
0.074 3.877 0.000
0.040 1.988 0.004
0.146 3.730 0.000
0.362 2.192 0.002
0.091 2.265 0.001
0.109 2.013 0.002

The examination also presented findings regarding the
third hypothesis, which posits that product orientation
contributes positively to competitive advantage. The
outcomes indicated that product orientation leads to
competitive advantage, as evidenced by the original
sample estimate of 0.040, T-statistics of 1.988, and
p-value of 0.004. These figures confirm that product
orientation heightens competitive advantage and
supports the third hypothesis’s acceptance. In essence,
higher levels of product orientation lead to increased
competitive advantage. Previous studies validate
the findings, suggesting a significant effect in terms
of competitive advantage and product orientation.
Svarova & Vrchota (2014), and Papadas et al. (2019)
back this up with their empirical data. Kusnadi et al.
(2018) prove that product orientation significantly
impacts coordination mechanisms that improve
quality performance. Other studies by Sinaga et al.
(2021) and Sudirjo and Sulistiyani (2023) support this
by demonstrating how customer value affects firm
orientation, influencing competitive advantage and
organizational performance.

Additionally, the study evaluated the fourth hypothesis.
The hypothesis proposed that a customer-centric
approach significantly impacts gaining a competitive
advantage. The findings revealed that customer
orientation positively affected competitive advantage,
as supported by the original sample estimate of 0.146,
T-statistics of 3.730, and p-value of 0.000. This
demonstrated that a higher emphasis on customer
orientation led to a higher competitive advantage.
Hence, the fourth hypothesis was validated. Previous
studies by Bhat & Darzi (2018), Salunke (2019), and
Feng et al. (2019) provided evidence to support the
findings, which demonstrated that customer orientation
has a positive impact on gaining a competitive
advantage. To achieve competitive advantage, factors

such as customer orientation are needed (Udriyah et
al. 2019). This is because customer orientation can
minimize competitor orientation (Liu & Atuahene-
Gima, 2018).

In the fifth hypothesis which states that product
innovation has an effect on competitive advantage,
the T-statistic value is 2.192 (> 1.96) and the P value
is 0.002 (< 0.05). This value indicates that the fifth
hypothesis of this study is accepted. That is, product
innovation has a significant effect on competitive
advantage. These results support previous findings,
Kuncoro & Suriani (2018); Qiu et al. (2020) and Falahat
et al. (2020) which states that product innovation and
competitive advantage are positively related. Also,
product innovation can be an effective strategy to
achieve competitive advantage.

Furthermore, testing the sixth hypothesis obtained
a T-statistic value of 2.265 (> 1.96) and a P value of
0.001 (< 0.05). These results explain that product
innovation has a positive effect on marketing
performance. This indicates that a product-focused
approach results in increased marketing performance.
Hence, the sixth hypothesis was validated. Afriyie et
al. (2019), Wang et al. (2021), and Edeh et al. (2020)
supported the notion that product innovation has a
positive impact on marketing performance. Tariq et
al. (2019) discovered that product innovation affects
a company’s performance. Wang et al. (2021) showed
that process and product innovation greatly influence
firm performance. Previous studies, including Na
et al. (2019), Papadas et al. (2009), and Ferreira et
al. (2020), also confirmed the findings, which stated
that competitive advantage has a positive impact on
marketing performance. These studies are evidence of
dynamic innovation capabilities’ impact on competitive
advantage and firm performance.
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Lastly, the seventh hypothesis testing was to investigate
how competitive advantage impacts marketing
performance (Table 4). The statistical analysis
confirms that competitive advantage positively affects
marketing performance. The data revealed that the
original sample estimate was 0.109, the T-statistic
was 2.013, and the p-value was 0.002, indicating a
significant association between competitive advantage
and marketing performance. These findings suggest
that as a competitive advantage increases, marketing
performancealsoincreases. Thus, the seventh hypothesis
was supported. Udriyah et al. (2019) confirmed that
competitive advantage is crucial in connecting product
innovation and marketing performance, acting as a
mediating factor. Christa & Kristinae (2021) have
also discovered that the capability of firms to manage
resources can impact the effect of product innovation
on business performance. Similarly, Papadas et al.
(2009) have shown that competitive advantage can act
as a mediating variable between marketing innovation
and business performance.

We analyzed indirect effects to investigate how
competitive advantage acts as a mediator between
product innovation and marketing performance (Table
4). The findings revealed that competitive advantage
does indeed mediate the relationship between product
innovation and marketing performance, as evidenced
by an indirect effect of 0.033 with a p-value of 0.000
<0.05. The results calculated the total value of the

Table 4. Direct and indirect effects
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relationship between product innovation and marketing
performance with the mediating factor of competitive
advantage, which was 0.141 with a p-value of 0.000
<0.05. These results support the hypothesis that
competitive advantage mediates product innovation
and marketing performance. Lastly, to sum up,
all hypothesis testing results, the description and
confirmation are shown in Table 5.

Managerial Implications

Research findings demonstrate that environmental
uncertainty positively impacts product innovation.
This showed that woodcraft companies that anticipate
environmental uncertainty and possess knowledge of
customer needs and desires can develop and innovate
products that meet those specific needs and desires.
Creating superior value through product innovation
is essential for woodcraft companies to understand
environmental uncertainty. It is also evident that
R&D intensity has a strong positive relationship with
the degree of product innovation. By investing in
R&D intensity, woodcraft companies can efficiently
access customer needs and desires and create new
and innovative products to cater to them. Developing
superior value through product innovation driven
by monitoring concepts, technological advances and
customer needs is essential to improve marketing
performance.

Variable Relations

Direct influence Indirect influence Total influence

Product Innovation (PI) — Marketing Performance (MP) 0.109** - -
Product Innovation (PI) — Competitive Advantage (CA) — - 0.033%** 0.141%**
Marketing Performance (MP)

Note: * ** *** significance level (p-value) = 0.1; 0.05; 0.01

Table 5. Hypothesis testing confirmation

Hypothesis Expected Sign Results p-value Confirmation Conclusion

HlI  EU—>PI -(<0.05) Negative and significant - (<0.05) Negative and significant ~ Accepted
H2 RD—PI +(<0.05) Positive and significant + (<0.05)  Positive and significant ~ Accepted
H3 PO — CA +(<0.05) Positive and significant + (<0.05)  Positive and significant ~ Accepted
H4 CO—CA +(<0.05) Positive and significant + (<0.05)  Positive and significant ~ Accepted
H5 PI—-CA +(<0.05) Positive and significant + (<0.05) Positive and significant ~ Accepted
H6 CA—>MP +(<0.05) Positive and significant + (<0.05) Positive and significant ~ Accepted
H7 PI—-MP +(<0.05) Positive and significant + (<0.05)  Positive and significant ~ Accepted

Note: EU= Environmental Uncertainty; R&D=R & D intensity; PO=Product Orientation, CO=Customer Orientation; PI=
Product Innovation; CA= Competitive Advantage; MP= Marketing Performance
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With woodcraft companies encouraging product
innovation, this can have a positive impact on
competitive advantage and marketing performance.
Furthermore, by developing new products, companies
can meet changing customer needs and will have an
impact on increasing customer satisfaction and loyalty.
In addition, companies that invest in marketing will
create customer awareness about the company’s
products and services. Furthermore, to be able to
compete with competitors, companies can create
strategies so that they have their own characteristics
that are different from other competitors by studying
products, company strategies and marketing efforts.
Companies that focus on customer value by designing
products with customer needs in mind can also improve
customer experience and foster a sense of product

loyalty.

CONCLUSIONS AND RECOMMENDATIONS
Conclusions

The results of this study conclude that environmental
intensity and R&D intensity are important factors that
will influence product innovation. Furthermore, product
and customer orientation are also an important part for
companies in determining competitive advantage. The
results of this study also show that product innovation
has a significant effect on competitive advantage. In
addition, product innovation and competitive advantage
can create good marketing performance for companies.
In this case, competitive advantage can also be used
as a good mediator to bridge the influence of product
innovation on the company’s marketing performance,
so that the company’s marketing performance
will be more effective. This study also has several
limitations, so the authors hope that similar research
will be conducted in the future in order to strengthen
the research results. Some of the limitations in this
study include the limited sample size. Where in this
study, the number of samples used in this study were
110 woodcraft SMEs in Central Java. It is hoped that
further research will use a larger number of samples
and use other, more diverse samples of companies to
obtain more optimal results.

Recommendations

The results of this study contribute theoretically by
providing empirical evidence about the importance of
product innovation in creating competitive advantage
to improve the company’s marketing performance.
Additionally, this study’s results have implications
for exploring the resource-based view as a suitable
tool for identifying physical and intangible resources
in woodcraft SMEs. The practical implications of this
study suggest that woodcraft SMEs in Central Java
need to create a positioning strategy that clearly defines
their target market segment and focuses on concrete
product offerings. Furthermore, it is essential to provide
potential buyers with important product information.

Future research is suggested to explore the effects
of additional variables, such as learning orientation,
on firm performance. Competitive advantage can be
used as a mediating measure for this purpose. This
future research agenda is broader than the woodcraft
industry in Central Java Province, and future studies
should consider different situations and environments
to increase the generalizability of the findings.
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