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Abstract: The woven industry is an important economy actor in Wajo to bring a positive effect on 
trade sector. The marketing performance improvement of woven industry is done with various 
marketing strategies and often called the implementation of strategic orientation. This study aim is to 
examine the strategic orientation transformation from market orientation to innovation orientation 
and the effect on marketing performance of woven industry in Wajo District, South Sulawesi 
Province. The study uses quantitative research design with sample survey method to 99 respondents. 
This study was analyzed with SmartPLS3 based on variance. The conclusions are below. First, 
customer orientation positively effects on innovation orientation. Second, competitor orientation 
positively affects innovation orientation. Third, coordination between functions affect positively on 
innovation orientation. Fourth, customer orientation positively affects marketing performance. Fifth, 
competitor orientation positively affects marketing performance. Sixth, coordination between 
functions negatively affects marketing performance. Seventh, innovation positively affects marketing 
performance. 
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Introduction  
Wajo District is one industrial center to produce silk in South Sulawesi Province. Silk industry is a 
traditional industry that has developed in community. This people woven (gedongan) is rapidly 
developing because of tradition of people who like to weave, and people wear silk for various kinds 
traditional ceremonies like marriages and harvest parties. 
The Woven Industry in Wajo District is one of Leading Commodities in Industrial Sector. Data from 
Wajo District Statistics Agency year 2018 shows that business units to manage fabrics, sarongs, silk 
and non-silk are 6,093, supported by 18,150 workers spread across several sub-districts and villages. 
Natural matter is a series of agroindustry starting from mulberry planting, nursery and silkworm 
maintenance, yarn spinning, fabric woven to fabric marketing. This is home industry business that 
relatively easy to do, simple technology, labor intensive, quick to produce and high economic value. 
The woven industry becomes an important actor of economy in Wajo to bring positive effects on 
trade sector. The higher marketing performance makes the woven industry is done with various 
marketing strategies and this is often called the implementation of strategic orientation (Urata, 2000; 
Altindag, Zehir & Acar (2011). It is a strategic direction of company to create the right behavior to 
achieve superior performance (Zhou, Yim & Tse, 2005). Orientation Strategy has several dimensions 
and each researcher uses different dimensions. Grinstein (2008) used dimensions consisting of 
orientation market, learning orientation, entrepreneurial orientation and employee orientation. 
Meanwhile, Altindag et al. (2011) used customer orientation, entrepreneurial orientation, learning 
orientation and innovation orientation. The quality of woven industry was seen from development of 
production process and creating important product. This is often referred to as innovation orientation. 
Research on the effect of strategy orientation dimensions on marketing performance results in varied 
findings. This study was conducted in woven industry in Wajo District; research focus will be on 
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transformation of strategy orientation from market orientation to innovation orientation and its effect 
on performance of woven industry in Wajo District. 
Customer orientation is an organizational culture to facilitate the comprehension of targeted buyers 
and enables the creation of customer value continuously (Narver and Slater, 1990). Customer-
oriented companies generate intelligence about the current and future needs of targeted customers 
and disseminate new intelligence throughout the organization. Employees in customer-oriented 
organizations know their customers and how they should be served. They learn about their customers' 
needs and quick to share new information with individuals and other departments in organization to 
ensure that companies can keep abreast of customer needs and anticipate future needs. A critical 
component of customer orientation is to look at supply chain opportunities and constraints from a 
customer perspective (Deshpande et al., 1993; Narver and Slater, 1990). This allows companies to 
identify potential new customers along with opportunities to create value for customers. 
Competitor orientation is an organizational culture to emphasize on comprehension of short-term 
strengths and weaknesses and long-term capabilities and strategies of current major competitors and 
potential competitors (Deshpande et al., 1993; Narver and Slater, 1990). Companies adopt competitor 
orientations to develop in-depth assessments of targeted competitors and potential competitors and 
use the knowledge generated to compensate or defeat the competition forces (Kohli and Jaworski, 
1990; Olson et al., 2005). Competitor-oriented companies have competitive valuation of 
responsibility to senior management Employees in all organizations participate in intelligence 
development regarding new competitors' products and services as well as products and services 
offered by companies that are not considered as direct competitors. Competitor-oriented companies 
pay attention to use all sources to fulfil customers’ needs. 
Innovation plays an important role in fierce competitive business environment. As a result, 
researchers have provided insight on how companies innovate and how innovation spreads to other 
companies and individuals (Damanpour, 1991). However, many literatures focus on product 
innovation. Service innovation has been discussed from a conceptual perspective, but little empirical 
study has been done. Innovation is an idea, practice, or object that is considered new by individuals 
or organizations (Rogers, 2003). It can be applied to service context; a different definition for service 
innovation is justified to recognize the unique nature. Service innovation is the development of a new 
service and beneficial to a particular audience (Flint et al., 2005; Grant, 1991). The rice direct 
marketing is one of service innovations developed by farmers (Ady, 2015). 
Narver and Slater (1990, p. 22) said that an inter-functional coordination is coordinated to use 
company resources to create superior value for targeted customers. An inter-functional coordination 
refers to specific aspects of organizational structure to facilitate communication between different 
organizational functions. an inter-functional is based on customer and competitor information and 
consists of business alignment efforts to involve more than the marketing department, to create 
superior value for customers. An inter-functional coordination can enhance communication and 
exchange between all organizational functions that pay attention to customers and competitors, and 
to inform trends the most up-to-date market. This helps to develop trust and independence among 
separate functional units, which ultimately leads to a company environment to accept a truly new 
product based on customer needs. 
Marketing performance is part of organizational performance. Organizational performance consists 
of marketing performance, financial performance, and human resource performance. The company's 
strategy is always directed to produce marketing performance as sales volume, market share, and 
sales growth. Marketing performance is an effort to measure performance levels including sales 
turnover, number of buyers, profits and sales growth (Voss & Voss, 2000; Ferdinand, 2006). 
Ferdinand (2000; p. 116) stated that marketing performance was a factor to measure the effect of a 
company's applied strategy. Slater and Narver (1995; p. 67) described the outcomes of implementing 
corporate strategy as customer satisfaction, new product success, increased sales and profitability. 
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Research Methodology 
This study explains the position of variables studied and relationship and the effect between one 
variable with another variable. According to Sugiono (2004) This is an explanatory research type to 
examine the relationship between variables. It uses a quantitative approach, works with numbers and 
analyzed by statistics tools. 
The research locations to collect primary and secondary data are plantation industry in Wajo District, 
South Sulawesi Province. 
The population is all types of woven industry in Wajo District based on data from Wajo District 
Statistics Agency year 2018. The business of fabrics, sarongs, silk and non-silk are 6,093 units. 
Samples are calculated by Slovin formula at 10% precision, totaling 99 business units. 
The samples are selected by convenience sampling technique with regard to certain conveniences as 
easy to find the address or willing to become respondent. It is used because some subdistricts do not 
have a complete names list and addresses of woven industry. 
This study uses interview techniques, literature studies and questionnaires. Questionnaires are 
measured by five-point Likert scale. 
This research aims to predict and develop theory. The right analytical tool used is SEM based on 
variants with partial least square (PLS). It is based on some consideration. First, this statistical method 
can be used to test the predictive effect for the relationship between latent variables in a model. 
Second, PLS can be run on small samples, does not require data with normal distribution, and can 
examine the research model base on weak theory (Hartono and Abdillah, 2009: 21-22). Third, PLS 
can combine regression methods and factor analysis in one statistical technique (Thompson, Higgins, 
and Howel, 1991). 
The samples are 99 business actors of Woven Industry in Wajo District. Researchers classify research 
samples into 3 categories based on gender, woven industry and monthly sales turnover. Study results 
found that 65 business owners are male and 34 females. The 29 business actors engaged in industrial 
sector to produces 31 sarong fabrics, 31 business actors produce silk and 31 non-silks. Monthly sales 
turnover are 32 businesses less than IDR 5 million, 22 businesses between IDR 5 to 10 million, 26 
businesses between IDR 10 to 20 million and only 19 businesses above IDR 20 million every month. 
 
Result and Discussion 
Evaluating the Goodness of Fit of Outer Model. Confirmatory Factor Analysis (CFA) has assumption 
of good convergent validity and significance. Convergent validity for initial stage research to develop 
a measurement scale should have factor value ≥ 0.50.  Bootstrapping must be done to find the 
significance value. If the significance value obtained from bootstrapping weight t-statistic test > 1.96, 
it can be concluded that construct indicator is valid (Ghozali, 2015). The results of confirmatory stage 
2 (end) and bootstrapping analysis are shown in table 1. 

 
Table 1. Confirmatory and Bootstrapping Analysis 

Variables  Manifest  
Loading 
Factor 

Category  T-count Category  

Customer 
Orientation  

OPL1 0.602 Valid 5.681 Significant  
OPL2 0.643 Valid 6.737 Significant  
OPL3 0.557 Valid 4.520 Significant  
OPL4 0.760 Valid 11.316 Significant  

Competitor 
Orientation 

OPS2 0.853 Valid 5.536 Significant  
OPS4 0.588 Valid 2.421 Significant  

Source: SmartPLS3 Output (2018) 
     
 
 

691

Advances in Economics, Business and Management Research (AEBMR), volume 92



 Table 1. Cont. 

Variables  Manifest  
Loading 
Factor 

Category  T-count Category  

An inter-
functional 

Coordination  

KAF1 0.672 Valid 9.541 Significant  
KAF2 0.712 Valid 10.315 Significant  
KAF3 0.709 Valid 8.857 Significant  
KAF4 0.672 Valid 8.161 Significant  
KAF5 0.546 Valid 5.025 Significant  

Innovation 
Orientation  

OIN1 0.675 Valid 7.938 Significant  
OIN2 0.765 Valid 18.990 Significant  
OIN4 0.686 Valid 10.364 Significant  
OIN5 0.789 Valid 17.452 Significant  

Marketing 
Performance  

KPS1 0.735 Valid 11.073 Significant  
KPS2 0.832 Valid 24.619 Significant  
KPS3 0.780 Valid 13.899 Significant  
KPS4 0.777 Valid 13.893 Significant  

Source: SmartPLS3 Output (2018) 
 
These results indicate that items measurement of customer orientation, competitor orientation, an 
inter-functional coordination, innovation orientation and marketing performance variables are 
significant at alpha (0.05). It means customer orientation variable has 4 valid measurement 
statements, competitor orientation variable has 2 valid measurement statements, an inter-functional 
coordination variable has 5 valid measurement statements, innovation orientation variable has 4 valid 
measurement statements and marketing performance variable has 4 valid measurement statements. 
Composite Reliability. Role of thumb for explanatory or confirmatory research should have minimum 
value of 0.60 (Ghozali, 2015). This research will only use the composite reliability testing. The test 
results are shown in table 2.  
 

Table 2. Composite Reliability 

Variables  
Composite Reliability 

(Original Sample) 
Customer Orientation  0.691 
Competitor Orientation 0.737 
An inter-functional 
Coordination  

0.797 

Innovation Orientation  0.820 
Marketing Performance  0.863 

Source: SmartPLS3 Output (2018) 
 
Above test results show that outer goodness of fit model for all variables have a good level of 
accuracy, consistency and accuracy in measuring the constructs. 
Structural Model Hypothesis Testing (Goodness of Fit Inner Model). The hypothesis will be tested 
by looking at Path Coefficient value. The path coefficient must be positive and significant at alpha 
0.05; t-statistics must be greater than the 1.96 t-table. Ghozali's (2015) said that 10% significance 
level is t-count> 1.65, significance level of 5%, t-count > 1.96 and a significance level of 1% t-count> 
2.58. The researchers do the testing with a 95% confidence level with at alpha > 0.05. The hypothesis 
testing results are shown in figure 1 and table 3.  
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            Figure 1. Hypothesis Testing Results 

  
Table 3. Path Coefficient of Inner Model 

No Hypotheses 
Original 
Sample 

(O) 

T 
Statistics 
(|O/STDE

V|) 

P Values 

1 Customer Orientation  Innovation 
Orientation  

0.268 2.513 0.012 

2 Competitor Orientation  Orientation 
Innovation 

0.015 2.149 0.032 

3 Inter-functional Coordination  Orientation 
Innovation 

0.529 5.955 0.000 

4 Customer Orientation  Marketing 
Performance 

0.269 2.021 0.044 

5 Orientation Competitor Marketing 
Performance 

0.083 2.818 0.091 

6 Inter-functional Coordination  Marketing 
Performance 

-0.035 0.305 0.761 

7 Orientation Innovation  Marketing 
Performance 

0.448 3.524 0.000 

Source: SmartPLS 3 Data Results, (2018) 
 
Hypothesis Testing 1. The first hypothesis states that customer orientation has a positive effect on 
innovation orientation. The test results show that customer orientation affects innovation orientation 
at path coefficient of 0.268, t-statistics 2.513 > t-table 1.96 and significance value (P-Values) 0.012 
< alpha 0.05. It means the customer orientation has a positive and significant effect on innovation 
orientation of Woven Industry in Wajo District. 
Hypothesis Testing 2. The second hypothesis states that competitor orientation has a positive effect 
on innovation orientation. The test results show that competitor orientation affects innovation 
orientation at path coefficient of 0.015, t-statistic 2.149 > t-table 1.96 and significance value (P-
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Values) 0.032 < alpha 0.05. It means the competitor orientation has a positive and significant effect 
on innovation orientation of Woven Industry in Wajo District. 
Hypothesis Testing 3. The third hypothesis states that an inter-functional coordination has a positive 
effect on innovation orientation. The test results show that an inter-functional coordination affects 
innovation orientation at path coefficient of 0.529, t-statistic of 5.955 > t-table of 1.96 and 
significance value (P-Values) of 0.000 < alpha 0.05. It means an inter-functional coordination has a 
positive and significant effect on innovation orientation of Woven Industry in Wajo District. 
Hypothesis Testing 4. The fourth hypothesis states that customer orientation has a positive effect on 
marketing performance. The test results show that customer orientation affects marketing 
performance at path coefficient of 0.269, t-statistic of 2.021 > t-table 1.96 and significance value (P-
Values) of 0.044 < alpha 0.05. It means the customer orientation has a positive and significant effect 
on marketing performance of Woven Industry in Wajo District. 
Hypothesis Testing 5. The fifth hypothesis states that competitor orientation has a positive effect on 
marketing performance. The test results show that competitor orientation affects marketing 
performance at path coefficient of 0.083, a t-statistic of 2.818 > t-table of 1.96 and significance value 
(P-Values) 0.091 > alpha 0.05. It means the competitor orientation has a positive and significant effect 
on marketing performance of Woven Industry in Wajo District. 
Hypothesis Testing 6. The sixth hypothesis states that an inter-functional coordination has a positive 
effect on marketing performance. The test results show that an inter-functional coordination affects 
marketing performance at path coefficient of -0.035, t-statistic of 0.305 < t-table of 1.96 and 
significance value (P-Values) 0.761 > alpha 0.05 . It means an inter-functional coordination has a 
negative and insignificant effect on marketing performance of Woven Industry in Wajo District. 
Hypothesis Testing 7. The seventh hypothesis states that innovation orientation has a positive effect 
on marketing performance. The test results show that innovation orientation affects marketing 
performance at path coefficient of 0.448, a t-statistic of 3.524 > t-table of 1.96 and significance value 
(P-Values) of 0.000 < alpha 0.05. It means innovation orientation has a positive and significant effect 
on marketing performance of Woven Industry in Wajo District. 
Total Determination Coefficient. The test uses Q-square predictive relevance (Q2) for structural 
models. The Q2 calculation uses R2 data from each endogenous variable. The R2 value of each 
endogenous variable is shown in table 4.  
 

Table 4. R2 Testing Results 
Variable Endogenous R2 

Innovation Orientation  0.625 
Marketing Performance  0.856 

 
The PLS model was evaluated by looking at R2 predictive relevance for the construct model. The R2 
measures how well the observation value is generated by model and its parameter estimation. R2 
greater than zero (> 0) indicates that model has a predictive relevance value, while the R2 value 
smaller than zero (<0) indicates that the model lacks predictive relevance. R2 calculations can be 
calculated through the following formula: 

Q2  = 1 - ( 1 – R1
2) ( 1 – R2

2) 
Where R1

2, R2
2, Rx

2 are R2 of endogenous variables in equation model. The implementation of 
R2equation is below. 
Q2  = 1 - ( 1 – R1

2) ( 1 – R2
2) 

 = 1 - ( 1 – 0.6252) ( 1 – 0.8562) 
 = 1 - ( 1 – 0.390) ( 1 – 0.732) 
 = 1 - (0.610) (0.268) 
 = 1 – 0.163 
 = 0.837 
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The test results for goodness of fit inner model show the total R2 coefficient of 0.837. This result 
describes that research model that examines the Transformation of Strategy Orientation from Market 
Orientation to Innovation orientation and Its Effect on Marketing Performance of Woven Industry in 
Wajo District, South Sulawesi Province has a level of predictive relevance. Predictive relevance value 
of 0.837 indicates that data variance (information content) in this study can be explained by a research 
model of 83.7% while the remaining 16.3% is explained by other variables outside the research 
model. The goodness of fit test at 83.7% shows that this research model is good enough to predict the 
relationship between constructs. 
Effect of Customer Orientation on Innovation Orientation. Customer orientation has a positive and 
significant effect on innovation orientation of Woven Industry in Wajo District. The owner or 
manager of woven industry in Wajo District can increase technical innovation orientation by 
increasing the customer orientation. The technical innovation orientation level depends on customer 
orientation level. Various previous empirical studies have supported the study result to strengthen the 
results of this study. 
Companies with strong customer orientation pursue competitive advantage with highest priority on 
creation and maintenance of customer value (Olson et al., 2005). Market intelligence is an important 
element of strategic orientation. The company's sustainable ability to compete is due to uniqueness 
of a company's intelligence (Grant, 1996; Turner and Makhija, 2006; Zander and Kogut, 1995). 
Customer orientation is a culture where customer needs and values are formally communicated within 
organization between departments and managers and informally among all employees of 
organization. Communication share support the development of organizational capabilities (Teece, 
1998). As a result, companies must be well positioned to anticipate the needs changes and develop 
new products and services (Day, 1994). Specifically, researchers previously argued that service 
innovation can produced from company's ability to focus on customers to achieve results beyond 
customer expectations (Kandampully, 2002). Leaders in service industry introduce leading services 
that exceed customer expectations and set the pace in market (Kandampully, 2002). It is consistent 
with Deshpande et al. (1993). 
Effect of Competitor orientation on Innovation Orientation. Competitor orientation has a positive and 
significant effect on innovation orientation of Woven Industry in Wajo. It is important for business 
actors to collectively develop and share competitive intelligence among their employees to identify 
competitor strengths. Woven industry needs to concern to Competitor orientation intelligence about 
existing competitors and potential competitors. Various previous empirical studies have supported 
the results of this study to strengthen this study results (Hunt and Morgan, 1996). 
The competition threat may become an impetus to offer innovative services and more efficient 
resources usage (Dickson, 1992). It aims to balance or exceed the competitor strengths (Olson et al., 
2005). Companies will search information about resources and offers from competing companies and 
develop innovations to get or maintain competitive advantage (Hunt and Morgan, 1996). The ability 
of corporate service innovation depends heavily on development of a knowledge base (Chapman et 
al., 2003), Han et al. (1998) stated that a competitor-centered culture contributes to intelligence 
related to competitors and facilitates service innovation. 
Effect of an inter-functional Coordination on Innovation Orientation. An inter-functional 
coordination has a positive and significant effect on innovation orientation of Woven Industry in 
Wajo District. The innovation orientation depends heavily on an inter-functional coordination. 
Innovation is created through the communication process between functions of business owners, 
employees, customers and competitors. Previous empirical studies have supported the study results. 
SEM analysis shows the customer orientation is the only determinant of performance. Competitor 
orientation and inter-functional coordination show indirect relationships, namely through customer 
orientation (Tsiotsou, 2008) Functional coordination also affect positively on company performance 
(Johnson et al., 2009). An inter-functional coordination can enhance communication and exchange 
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between all organizational functions that pay attention to customers and competitors, and to inform 
current market trends, Narver and Slater (1990). 
Effect of Customer Orientation on Marketing Performance. Customer orientation has a positive and 
significant effect on marketing performance of Woven Industry in Wajo District. Customers are 
determinants of marketing performance. The customers number greatly affects marketing 
performance. Previous empirical studies have supported the results of this study. Customer 
orientation has a positive effect on marketing performance (Zahra & Garvis, 2000) and Rocelis (2006) 
said that orientation of marketing or customer focus, innovation orientation and resources human 
power improves financial performance and marketing performance. Lin et al., (2008) found a positive 
relationship of market orientation on innovation and company performance in China. Reijonena & 
Komppulab (2010) stated that dimensions of market orientation (customer orientation and 
competitors) are a success factor in MSMEs. 
The Effect of Competitor orientation on Marketing Performance. Competitor orientation has a 
positive and significant effect on marketing performance of Woven Industry in Wajo District. The 
fierce competition between woven industry entrepreneurs not only has a negative effect but also a 
positive effect on business actors.  Business actors are required to be more creative and innovative in 
managing their business to overcome the negative effect. Lin et al. (2008) found a positive 
relationship of market orientation on innovation and company performance in China. Reijonena & 
Komppulab (2010) found that dimensions of market orientation (customer orientation and 
competitors) are a success factor in MSMEs. Zhi & Jintong (2012) conducted research on MSMEs in 
China about differences in government, competitors and strength of corporate media and 
performance. The results showed the government, competitors and media forces affect the 
performance. Government and CSR orientation moderate the stakeholder relations of company with 
environmental performance. The competitor orientation affects performance. 
The Effect of an inter-functional Coordination on Marketing Performance. An inter-functional 
coordination has a negative and insignificant effect on marketing performance of Woven industry in 
Wajo District. The coordination between functions directly cannot improve marketing performance. 
Marketing performance improvement cannot only emphasize the coordination process between 
functions, but also customers, competitors and business actor innovation. This study results contradict 
with Narver and Slater (1990, p. 22) that an inter-functional coordination to coordinate company 
resources can create superior value for targeted customers. 
Effect of innovation orientation on marketing performance. The innovation orientation has a positive 
and significant effect on marketing performance of Woven Industry in Wajo District. Businesses in 
this digital era are required to innovate to attract consumers to buy handicrafts from woven industry. 
Innovation is not done only in production but also in process. Previous empirical studies have 
supported the results of this study. Innovation capabilities have been shown to have a positive effect 
on company performance (Hult et al., 2004; Panayides, 2006). One way the service innovation can 
benefit a company is to give new touch into existing products. This can be done by offering new 
services related to existing company products. The value-added nature of service innovation can 
enable companies to enter new markets and reach new customers (Persson, 1991). The development 
of entirely new services can also enable companies to reach new market segments. The example is 
UPS Service Part Logistics. Recognizing limited opportunities for growth in small-scale package 
delivery industries, UPS develop new services aimed at transporting goods quickly with short notice 
(Laurie et al., 2006). The new service target is companies that need to move service parts and medical 
products and offer new sources of growth for the company. Companies that display innovation 
capabilities can achieve market leadership positions (Keskin, 2006). 
 
Conclusion 
Customer orientation has a positive and significant effect on innovation orientation of Woven 
Industry in Wajo District. The owner or manager of woven industry in Wajo District who wants to 
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increase technical innovation orientation can increase the customer orientation. The high level of 
technical innovation orientation depends on customer orientation level. 
Competitor orientation has a positive effect on innovation orientation of Woven Industry in Wajo 
District. It is important for business actors to identify competitor strengths to collectively develop and 
share competitive intelligence among their employee about existing competitors and potential 
competitors. 
An inter-functional coordination has a positive effect on innovation orientation of Woven Industry in 
Wajo District. The innovation orientation depends heavily on an inter-functional coordination, 
innovation is created through the process of communication between functions of business owners, 
employees and customers and competitors. 
Customer orientation has a positive and significant effect on marketing performance of Woven 
Industry in Wajo District. Customers are determinants of marketing performance; customers number 
greatly affects marketing performance of woven industry. Customer orientation has a positive effect 
on marketing performance. Competitors have positives a positive affects marketing performance. In 
this digital era, businesspeople are required to innovate to attract consumers to buy handicraft 
products from woven industry. Innovation is not done in production only but also from process . 
Coordination negatively affects marketing performance. An inter-functional coordination directly 
cannot improve marketing performance. Marketing performance improvement cannot be done only 
by emphasizing the coordination process between functions only but also paying attention to 
customers, competitors and business actors’ innovation. 
The innovation orientation has a positive effect on marketing performance. Businessmen in this 
digital era are required to innovate to attract consumers to buy handicraft products from woven 
industry. Innovation is not done only in production but also in process. 
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