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Abstract: This research aims to analyze the effect of market orientation on company marketing 

performance, mediated by product innovation. 126 questionnaires were distributed to the owners 

and managers of the Indonesian Gojek partners of the coffee shop who has the capability as a 

decision-maker. 115 usable data were analyzed by using Structural Equation Modeling analysis, 

with Amos application version 24.0. The results show that market orientation had a positive 

significant effect on product innovation. Product innovation plays a mediating role in the Market 

Orientation effect on Marketing Performance. It means that the higher the product innovation, the 

higher the marketing performance will be. This research has a managerial implication that the 

coffee shop managers can improve marketing performance through developing product innovation 

by especially in terms of the various taste and services of design interiors of coffee shops.   
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INTRODUCTION 

Innovation is one solution when companies encounter problems with their business performance. 

Innovation has also been examined not only in production but also in marketing research (Wong 

and Huang, 2014). Innovativeness is the most important subject to improve a firm's capability, that 

always be developed to offer and deliver the new competitive products (Hult et al., 2004).  

Hansen et al  (Johnson et al, 2009) stated innovation is the creation of new ideas, processes, 

products, or services that are aimed at increasing value to customers and contributing to company 

performance. Then, Hansen et al (Johnson et al, 2009) declared that innovation is the most 

important aspect to improve company performance. 
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Low et al. (2007) stated that company performance can be improved by implementing market 

orientation in business markets. Market orientation is a measure of behavior and activity that 

reflects the implementation of marketing concepts according to Kolil and Jarwoski (1990). Market 

orientation is not only responsible for the attention of the marketing department, but also all 

departments must participate as a market intelligence follow-up.  

 

Meanwhile, Prokosa (2005) stated that to improve marketing performance, the company needs 

innovation for adapting to a dynamic environment so that it is demanded to create new thoughts, 

new ideas by creating and delivering innovative products and services to fulfill consumers’ 

satisfaction and loyalty. Innovative products should be adapted to the needs of the market as the 

market orientation. Han et al. (1998) stated that market orientation positively affects but not 

significant in marketing performance. However, market orientation can have a positive effect on 

marketing performance, but through innovation as an intervening variable. Jaworski and Kohli 

(1993) found that market orientation does not always have a positive effect on marketing 

performance in all conditions. Also, Greenley (1995) found that market orientation has a relatively 

less significant relationship with marketing performance. On the contrary to  Jaworski and Kohli 

(1993), Johnson et al (2009) found that there is a significant relationship between market 

orientation and marketing performance, mediated by product innovation. Moreover, Crema et al 

(2014) found that product innovation can lead to increased market share, greater production, higher 

productivity growth, and increased revenue. Therefore, these inconclusive findings bring the 

authors to extend the research in the coffee shop as a partner of Indonesia Gojek Platform Online 

Shopping, especially for the Go food application. So, the main research objective is to analyze the 

mediating role of product innovation in the Market Orientation Effect on Marketing Performance.        

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT  

Over four decades, market-oriented corporate strategies have recognized as a pillar of superior 

company performance both by academics and practitioners (Pelham, 2000). Narver and Slater 

(cited in Situmorang, 2016) argued that market orientation consists of three components, namely:  

1. customer orientation, namely sufficient understanding of the target buyer, thus continuous 

superior value can be created for them;   
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2. competitor orientation, namely understanding short-term strengths and weaknesses and long-

term capabilities of existing competitors and potential competitors; and 

3. coordination between functions, i.e. broadly coordinated deployment of company resources 

for superior value creation for customers.  

 

In simple terms, market orientation emphasizes profit and competition based on customer needs, 

desires, and aspirations and offering products more competitive than competitors (Blankson, 

2005). Then, Low et al. (2007) stated that superior market orientation can lead to superior company 

performance in business markets. While Han et al (Johnson, 2009) found market orientation has a 

positive but not significant effect on marketing performance. However, market orientation has a 

positive effect on marketing performance through innovation as an intervening variable.  

 

According to Hurley and Hult in Prakosa (2005), innovation is a corporate mechanism for adapting 

to a dynamic environment change. So, companies are required to create and offer innovative 

products and services that can satisfy customers. Han et al (Johnson et al, 2009) clarified 

innovation is the most important aspect to improve the company’s performance, besides that 

Gronhaug and Kaufmann (1988, in Han et al 1998) state that innovation becomes the important 

tool to compete in facing fierce business competition.  

 

According to Saeko et al (2012), marketing performance is a means of marketing strategy to 

improve sales and market share growth. 

 

Raharso (2006) stated that leading organizations certainly must develop innovation-based 

organizations. Innovation can be developed based on market needs orientation to achieve 

organizational performance. Putri et al (2016), Mahmoud et al (2016), Bakti and Harniza (2011) 

explained that market orientation has a positive and significant influence on product innovation. 

The first hypothesis is: 

H1: Market orientation has a positive significant effect on product innovation 
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Baker and Sinkula (1999), Bakti (2011), and Putri et al. (2016) in their research showed that market 

orientation and customer value have a significant positive influence on marketing performance. 

Therefore, the second hypothesis in this study is: 

H2: Orientation markets has a positive and significant impact on the performance of marketing. 

 

Companies must always be innovative, including new product innovations. Andrews & Smith in 

Khamidah (2005) and Varadarajan et al (1993) asserts that developing new products must be more 

innovative because it is very supportive of improving marketing performance. It can be concluded 

that the following hypothesis in this study is 

H3: Product innovation has a positive and significant effect on marketing performance. 

 

Han et al. (1998), Johnson et al. (2009), Theoharakis and Hooley (2008), Olavarrieta, and 

Friedmann (2008) stated that the relationship between market orientation if applied together with 

innovation for company performance shows positive and significant results. This leads to the 

hypothesis forth as follows: 

H4:  Innovation products play a mediator to affect a positive and significant impact on market 

orientation and marketing performance.  

The research framework in this study can be seen in Figure 1. 

 

  

 

 

 

 

 

 

 

 

 

 

Figure 1 Research Framework  
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RESEARCH METHODS 

The quantitative research design was implemented by distributing the questionnaire to the 126 

owners or managers of the Indonesian Gojek partners of the coffee shop and 115 usable data was 

analyzed by Structural Equation Modeling (SEM) analysis techniques with Amos Application 

version 24. The measurement has fulfilled the requirement of validity (loading factor is more than 

0.50) and reliability test (Cronbach Alpha is more than 0.70). Innovation measurement adopted 

the measurement of Johnson et al (2009), developed by Dess and Davis (1984) and Davis et. al. 

(2002). Market Orientation measurement adopted the measurement of Johnson et al (2009), 

developed by Narver and Slater’s (1990), modified by additional work by Lukas and Ferrell 

(2000). The measurement of Marketing Performance adopted the measurements by Johnson et al 

(2009), developed by Dess and Robinson (1984). 

 

RESULTS AND DISCUSSION 

This survey received responses from 68.6% of respondents as owners and 31.3% of respondents 

as managers/branch heads. The analysis showed that of the 115 respondents, the majority of 

respondents were male respondents with a percentage of 70.43%, while the remaining 29.57% of 

respondents were female. Respondents aged > 45 years (18.26%), while the remaining 33.91% of 

respondents aged <30 years and as many as 47.83% of respondents aged 30-45 years. The majority 

of respondents have opened coffee shop businesses for more than 3 years (43.48%), while the 

remaining 25.22% of new respondents have been operating for <1 year and as many as 31.30% of 

respondents have worked in this company for 1-3 years. Therefore, it can be concluded that young 

people have more chances of success in running this business. Coffee shops run have 1-4 

employees (86.1%), while the remaining 13.9% of respondents have the number of employees > 

5 employees. 

 

Validity and Reliability test results show all measurements of the variables are valid and reliable 

due to fulfilling the requirements, that can be seen in Table 1. 

 

The validity test result is valid if Loading Factor value is at least 0.5, then the reliability test result 

is declared reliable if the AVE value is more than 0.5 and the CR value is more than  0.7, as 
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suggested by Fornell and Larcker (1981). Table 1 shows that all variables measurements are valid 

and reliable. It can be stated that all instruments can be applied to conduct this research. 

 

 

 

 

 

 

 

 

Table 1  Validity and Reliability Test Results 

Variable 

Indicator 

λ  

(Loading 

Factor) 

Validity 

Decision 

AVE 

 
CR  

Reliability 

Decision 

Innovation 

Products 

IP1 0.879 valid 

0.794 0.952 Reliable 

IP2 0.863 valid 

IP3 0.940 valid 

IP4 0.869 Valid 

IP5 0.872 Valid 

Marketing 

Performance 

KP1 0.901 Valid 

0.777 0.926 Reliable 
KP2 0.856 Valid 

KP3 0.866 Valid 

KP4 0.931 Valid 

Marketing 

Orientation 

OP3 0.905 Valid 

0.739 0.987 Reliable  

OP2 0.745 Valid 

OP1 0.871 Valid 

OP7 0.850 Valid 

OP6 0.897 Valid 

OP5 0.855 Valid 

OP4 0.818 Valid 

OP10 0.880 Valid 

OP9 0.873 Valid 

OP8 0.893 Valid 

  Sources, SEM Results, with AMOS Application version 24 

 

Goodness of Fit Model 

Before the structural model based on SEM-based Covariance results is done, it needs to have 

Goodness of Fit Model, generally measured by the Chi-Square value, p  ≥ 0,05 (Hulland, et al, 
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1996), GFI ≥ 0,90 (Arbuckle, 1997), AGFI ≥ 0,90 (Arbuckle, 1997), CMIN/DF ≤ 2,00 (Arbuckle, 

1997), TLI ≥ 0,95 (Arbuckle, 1997),  CFI = 0.95 (Bentler, 1995). and RMSEA ≤ 0,08 (Browne 

dan Cudeck, 1993). Table 2 shows the measurement model fit results are in Goodness of fit model 

fulfilling the measurement criteria, that can be seen in Table 2. 

Table 2 Goodness of Fit Index Results, Based on SEM-Covariance 

Goodness of fit index Cut of Value Results 
Fit Model 

Evaluation 

X2chi square  < 242,647 164,038 Good Fit 

significance probability   ≥ 0,05 0,07 Good Fit 

RMSEA  ≤ 0,08 0,04 Good Fit 

GFI  ≥ 0,90 0,91 Good Fit 

AGFI  ≥ 0,90 0,90 Good Fit 

CMIN/DF  ≤ 2,00 1,18 Good Fit 

TLI  ≥ 0,95 0,99 Good Fit 

CFI  ≥ 0,95 0,99 Good Fit 

              Sources, SEM Results, with AMOS Application version 24 

 

Structural Model Results 

Concerning the hypothesis formulated, the structural model results as a significance hypothesis 

testing, based on SEM output can be seen in Table 3.   

 

The hypothesis formulation proposed must be tested by using a significant α of 0.05, then, the 

hypothesis null is rejected if the significant value (P) < 0.05 and CR > 1.96, whereas if significant 

values (P) > 0.05 and CR <1.96, the hypothesis null can not be rejected. 

 

Table 3 Structural Model Results 

 Hypothesis  Estimate SE CR P 

IP <--- OP  .793 .098 8.133 *** 

KP <--- IP  .614 .126 4.892 *** 

KP <--- OP  .446 .136 3.273 .001 

 

                 Sources, SEM Results, with AMOS Application version 24 

 

Hypothesis 1 

CR value in the effect of market orientation on product innovation (OP on IP) has a positive sign 

of 8.133 (more than 1.96). It shows that market orientation positively significantly affects product 
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innovation, having the highest estimated value (79.30%), compared to other estimated values 

results. It means that market orientation is one of the factors that influence product innovation. 

The better the company understands customer desires through approaches to customers, 

competitors, and internal coordination, the better the company innovates. Companies faced with 

various challenges in the development of increasingly dynamic times, inevitable market 

competition, with internal coordination and customer needs, the need for product innovation. This 

research result is in line with the research results of Putri et al (2016), Mahmoud et al (2016) and 

Bakti (2011) saying that market orientation has a positive and significant influence on marketing 

performance 

Hypothesis 2 

The p-value (0.001) and CR value (3.273) show market orientation positively significantly affects 

marketing performance, having the estimated value (61.40%). This shows that market orientation 

is one of the factors that influence company performance. The better market orientation, the higher 

the market performance. This can be interpreted that the company must understand market desires 

through approaches to customers, competitors, and internal coordination for better marketing 

performance at the coffee shop. The more a company understands market desires, the better its 

marketing performance. This research result is also in line with the results by Putri et al. (2016), 

Bakti (2011), Salim and Sulaiman (2011), Jonson et al (2009), Low et al. (2007), Baker and 

Sinkula (1999), and Becherer (2003). Their research results showed that market orientation is 

significantly related to marketing performance. 

 

Hypothesis 3 

The p-value = *** and CR value 4,892 show that product innovation has a positive significant 

effect on marketing performance. This means that the higher the company's product innovation, 

the higher the company's marketing performance. This result also supports the research results by 

Putri et al (2016), Andrews & Smith in Khamidah (2005), Varadarajan et. al, (1993) who asserted 

that to develop new products must be more innovative because it is very supportive in improving 

marketing performance.  

Hypothesis 4 

The results of the Sobel test shows a p-value of 0.00002764 and t statistics of 4.1927856. The 

analysis shows that market orientation influences marketing performance through product 
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innovation as a mediator. This shows that product innovation can mediate the indirect effect of 

market orientation on marketing performance.  

This result supports the research findings by Johnson et al. (2009), Theoharakis and Hooley 

(2008), Olavarrieta and Friedmann (2008) stating that the relationship between market orientation 

if applied together with innovation for company performance shows positive and significant 

results. This is also supported by the research finding of Putri et al (2016) that innovation 

significantly mediates the effect of market orientation on firm performance. According to Johnson 

et al (2009), market orientation positively significantly affects marketing performance, mediated 

by innovation. There is a bond between innovation and company performance. Crema et al (2014) 

argued that innovation can increase market share growth, greater production, higher productivity 

growth, and higher income. Also, Gronhaug and Kaufmann (1988, in Han et al 1998) stated that 

innovation becomes an important tool to have a competitive edge in facing global high 

competition. 

CONCLUSION 

This research confirms that market orientation positively significantly affects product innovation. 

The better the market orientation, the higher the company's innovation performance. Product 

innovation has a positive significant effect on marketing performance. This shows that the better 

the performance of innovation, the higher the marketing performance. Market orientation also has 

positive significant effects on marketing performance. This shows that the better the market 

orientation, the higher the marketing performance. Market orientation can affect product 

innovation and product innovation affects marketing performance. The indirect influence of 

market orientation on marketing performance through product innovation plays a positive and 

significant mediating variable. 

MANAGERIAL IMPLICATIONS 

Although the results of this study raise some deeper questions, there are at least two things that 

must be done to continue to develop this business. The first thing, management must strengthen 

their marketing performance through market orientation. This must be done to increase product 

innovation that can be accepted by the market so that marketing performance can increase. Second, 

product innovation is an important variable to improve marketing performance. Management has 

to develop more product innovation, so the company can survive and compete in dynamic 

conditions. This is consistent with the statement of Han et al (Johnson, 2009) that innovation is 
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the most important tool to improve business performance, besides that Gronhaug and Kaufmann 

(1988, in Han et al 1998) stated that innovation becomes a means of competitive strategy to 

improve business performance so that the business can compete within facing the fierce 

competition due to facing the global uncertainty change. 

LIMITATIONS AND FUTURE RESEARCH 

Like other studies, this study has several limitations. For example, this study is cross-sectional and 

does not capture the changing trends in market orientation and innovation marketing performance 

as a result of the changing of industry and Information Technology. Therefore, longitudinal studies 

must be conducted to establish the changing trends in marketing performance as a result of 

innovation and market orientation. The focus of research is limited to the coffee-based beverage 

industry, and the results differ from similar studies in other natural resource industries (eg, Putri 

et al., 2016; Crema, 2014; Johnson, 2009; Narver and Slater, 1990). Although the beverage 

industry has many similarities with other natural resource industries, this is different. Therefore, 

the findings reported here are considered industry-specific. Replication of this study in other 

industries will be needed to generalize the results, and it will be very important to control the types 

of other industries.  

Acknowledging that limitation, managerial implications require consideration by any industry 

which largely reflects the highly competitive and dynamic food and beverage industry with a 

market focus on creating product innovation. Also, when the results of this study are viewed from 

industry practice, future research focus must highlight the scale of market orientation. The 

measurement of export performance is based solely on managers' perceptions so that future 

research can be strengthened by examining the objective data, as a secondary data on the company 

performance to make sure whether the same results can be obtained. 

References 

Arbuckle, J. L. (1997). Amos user's guide version 3.6. Chicago. SmallWaters Corporation. 

Bakti. S. and Harniza Harun (2011), Pengaruh Orientasi Pasar dan Nilai Pelanggan Terhadap Kinerja Pemasaran 

Maskapai Penerbangan Lion Air, Jurnal Manajemen Pemasaran Modern, Vol. 3 

Becherer, R.C., Halstead, D. and Haynes, P. (2003), "Marketing orientation in SMEs: Effects of the internal 

environment", New England Journal of Entrepreneurship, Vol. 6 No. 1, pp. 15-24 

Baker, W.E., Sinkula, J.M, 1999. The synergistic effect of market orientation and learning orientation on 
organizational performance ” Journal of the Academy of Marketing Science, Vol. 27, Fall, pp. 411–27. 

Bentler, P. M. (1995). EQS structural equations program manual (Vol. 6). Encino, CA: Multivariate software. 

https://online-journal.unja.ac.id/pemasaran/issue/view/243
https://www.emerald.com/insight/search?q=Richard%20C.%20Becherer
https://www.emerald.com/insight/search?q=Diane%20Halstead
https://www.emerald.com/insight/search?q=Paula%20Haynes
https://www.emerald.com/insight/publication/issn/2574-8904


 

                    Journal of Social Studies Education Research–ISSN NO. 13099108 (SCOPUS)  

 

 

  

BRIGHTLINK 

RESEARINTERNATIONAL 

Blankson, C.,2005, Have Small Businesses Adopted the Market Orientation Concept? The Case of Small 

Businesses in Michigan. Journal of Business & Industrial Marketing, 20(6), 317-330. 

Browne, M. W., & Cudeck, R. (1993). Alternative ways of assessing model fit In: Bollen KA, Long JS, eds. Testing 

Structural Equation Models. Beverly Hills, CA: Sage, 136-162. 

Crema, M., Verbano, C & Venturini, K. 2014. Linking strategy with open innovation and performance in SMEs. 
Measuring Business Excellence. 18 (2): 14 – 27.  

Davis, P. S., C. C. Dibrell, and B. D. Janz. (2002). “The impact of time on the strategy- performance relationship 
implications for managers.” Industrial Marketing Management 31(4), 339–347 

Dess, G. G., and P. S. Davis. (1984). "Porter's (1980) generic strategies as determinants of strategic group 
membership and organizational performance." Academy of Management Journal 27(3), 467–488.   

Dess, G. G., and R. B. Robinson, Jr. (1984). “Measuring organizational performance in the absence of objective 

measures: The case of the privately-held firm and conglomerate business unit.” Strategic Management 

Journal 5(3), 265–273.  

Fornell, C., Larcker, D.F., 1981. Evaluating structural equation models with unobservable variables and 

measurement error. Journal of Marketing Research 18(1), 39-50. 

Greenley. G.E., 1995, Market Orientation and Company Performance:  Empirical Evidence from UK companies, 6 
(March) 1-13.  

Han, Jin K.; KIM, Namwoon; and SRIVASTAVA, Rajendra K.. 1998, Market Orientation and Organizational 
Performance: Is Innovation a Missing Link?.  Journal of Marketing. 62, (4), 30-45.  

Hulland, J., Chow, Y. H., & Lam, S. (1996). Use of causal models in marketing research: A review. International 
journal of research in marketing, 13(2), 181-197. 

Johnson A. J., C. C. Dirbell & Erik Hansen. 2009. Market Orientation, Innovativeness, and Performance of Food 
Companies. Journal of Agribusiness. 27 ( 1/2 ): 85-106. 

Khamidah  N. , 2005. Analisis Pengaruh Faktor Lingkungan Terhadap Inovasi Produk Dan Kreativitas Strategi 
Pemasaran Terhadap Kinerja Pemasaran In Vol 4, No 3 

Kohli, A. K., & Jaworski, B. J., 1990. Market Orientation: The Construct, Research Proposition, and Managerial 
Implications. Journal of Marketing 54(2), 1-18. 

Low, D. R., Chapman, R. L., & Sloan, T. R., 2007. Inter-relationships between Innovation and Market Orientation. 
Management Research News 30(12), 878-891. 

Mahmoud, A. M., Charles B., Nana O. F., Sonny N & Tran P. T., 2016. Market orientation, learning orientation, 
and business performance: The mediating role of innovation. International Journal of Bank Marketing. 
34 (5): 623 – 648.  

Narver, J. C., and S. F. Slater., 1990. The effect of a market orientation on business profitability. Journal of 
Marketing 54(4), 20–35. 

Olavarrieta, S. and Friedman, R., 2008. Market Orientation, Knowledge-related Resources, and Firm Performance, 
Journal of Business Research, 61, 623-630. 

Putri, P.I.P.P., Ni Nyoman Kerti Yasa & I Ketut Rahyuda, 2016. The Role Of Innovation In Mediating Market 
Orientation To Company Performance, Jurnal Dinamika Manajemen, 7 (2) 2016, 105-116. 

Pelham, A. M.,2000. Market Orientation and Other Potential Influences on Performance in Small and Medium-
Sized Manufacturing Firms. Journal of Small Business Management 38(1), 48-67. 

Prakosa, Bagas dan Ghozali Imam, 2005, Pengaruh Orientasi Pasar, Inovasi dan Orientasi Pembelajaran Terhadap 
Kinerja Perusahaan Untuk Mencapai Keunggulan Bersaing (Studi Empiris Pada Industri Manufaktur 
di Semarang), Jurnal Ekonomi dan Bisnis, Vol. 6 No. 2 hal.181-198. 

Raharso, Sri, 2006, Inovasi di Industri Eceran: Mampukah Berperan Sebagai Mediator antara Orientasi Pasar dan 
Kinerja Organisasi, Jurnal Bisnis Strategi,Volume 15, Nomor 1, Program Magister Manajemen, 
Universitas Diponegoro. 



 

                    Journal of Social Studies Education Research–ISSN NO. 13099108 (SCOPUS)  

 

 

  

BRIGHTLINK 

RESEARINTERNATIONAL 

Saeko, A. N., Chuntarung &Thoumrungroje, P. 2012. The Impact of Integrated Marketing Strategy on Marketing 
Performance: An Empirical Evidence From Exporting Business in Thailand. International Journal of 
Business Strategy. 12 (4). 

Situmorang J.R., 2016, Orientasi Pasar Sebagai Strategi Perusahaan Kecil Menghadapi Faktor Lingkungan.  Jurnal 
Administrasi Bisnis Vol 12, No.1, 1-12. 

Theoharakis, V. and Hooley, G., 2008. Customer orientation and innovativeness: Differing roles in New and Old 
Europe. International Journal of Research in Marketing, 25(1), pp.69-79. 

Varadarajan, P Rajan, Bharadwaj, Sundar G., dan Fahy, John, 1993, “Sustainable Competitive Advantage in Service 
Industries: A Conceptual Model and Research Proposition”, Journal of Marketing, October, Vol.57, 
Iss. 4, pg. 83, 17 pgs. 

Wong, H., Huang, C.-Y., 2014. Innovation in production research. International Journal of Production Economics 
147(1), 1-2 

 

 

 


