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Abstract. Of of the weaknesses of SMEs in ny previous studies is Marketing
Performance. This study aims to fill the research gap between product innovation capabilities
and enrich marketing performance. This study offers the concept of Acculturative Aesthetic
Attractiveness to bridge the gap between Product Innovation Capabilities in improving
Marketing Performance. The data is taken from the SMEs population in the South Sulawesi
@\'ince as much as 115. The analysis is carried out descriptively and inferentially using

tructural Equation Modelling to test the research model consisting of 3fjhree) proposed
hypotheses. The results of the study show that product innovation capability has a direct effect
on marketing performance, Acculturative Aesthetic Attractiveness has qm‘ect impact on
marketing performance, and Product Innovation Capability has an indirect impact on
Marketing Performance through Acculturative Aesthetic Atiractiveness. Aesthetic
Attractiveness is a mediator in the relation of product innovation capability with marketing
performance.

Introduction

all Medium Enterprises (SMEs) is one of the most numerous types of businesses found in
Indonesia. Many new entrepreneurs start businesses starting from the type of SMEs business. Beside
SMEs does not require establishment permits, which sometimes complicated, limited resources, which
available, such as capital, labor, technology, and others, making SMEs is one way for individuals who
want to, become entrepreneurs. The growth of SMEs continues to increase from year to year which
contributes to reducing unemployment and poverty in Indonesia. Indonesian Government estimates
that the number of SMEs in 2013 reached 57,895,721 units, 98.7 percent were micro-enterprises and
in 2017 wi§be more than 59,000,000 units [1].

SMEs have an important and strategic role in national economic development. In addition to
playing a 1ole in ?nomic growth and employment, SMEs also play a role in distributing
development results. So far, SMEs have contributed to the Gross Domestic Product of 57-60%. and
the labor absorption rate is around 97% of the entire national workforce [2]. In South Sulawesi, the
arowth of SMEs shows some increasing developments. This was demonstrated in the period 2006 to
2016. Based on data released by the BPS South Sulawesi shows that from 2006 to 2016, the SMEs
sector in South Sulawesi grew 19.75%. Where, in 2006 the total MSMEs only reached 751.362
businesses, while 2016 rose to 936,294 businesses or if calculated each year UMKM increased by
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20,000 units. Most of these business units are still classified as micro and small businesses. This 1s due
to conditions of capital constraints, limited quality of human resources and access to marketing owned
by small businesses.

From total SMEs in South Sulawesi, the number of SMEs for the trade sector reached 408.677

business units; the service sector reached 214,567 business units, the production sector 108,13 its
and the industry as many as 16,745 business units. The rest manage qr productive sectors. s
play a very important role in the economy [3]. Also, SMEs also play a very important role in

stabilizing society and also a significant source of growth and employment in the country [4.5].

The most prominent problems of SMEs in addition to classical problems such as the quality of
human resources, weak organization, and management, lack of financial control, failure in developing
strategic planning, poor inventory control and inability to make business transitions funding,
technology, and weak network marketing is a marketing problem [6].

Marketing is a significant problem for SMEs. The change from protection to liberalization can
result in many SMEs experiencing a decline in market share due to increasing competition such as the
number of products with more competitive prices and quality, the presence of substitute products, and
the presence of newcomers. Garment products from China, Thailand, Malaysia, and Vietnam have
cheaper prices, good and innovative models and designs.

Marketing competence is important for marketing performance, based on resources based theory
states that marketing competencies will have a direct 1 nce on company performance (marketing
performance) [7.8]. Several empirical studies explained that there is a relationship between marketing
activities on company performance, besides that resources affect marketing competencies and
mnovation, and are closely rela@ to company performance [9].

The company must also try to use its resources to be able to innovate. Product innovation 1s one of
the most important competitive factors to achieve success, which lately the business environment has
always changed rapfly that innovation is a successful application of creative ideas in the company
[10]. Innovation is a company mechanism to adapt to a dynamic environment, so companies are
required to be able to create new assessments, new ideas, offer innovative products and improve
service performance that satisfies customers.

Meanwhile, Performance is all Erytems related to activities and outcomes (outcomes) obtained.
Marketing performance is defined as an effort to measure the level of performance including sales
volume, number of customers. profits and sales growth [11]. Every company has an interest in
knowing its achievement as a mirror of its business success in market competition, with the company's
marketing performance can find out where the company's success position is measured from each
predetermined period [10].

From the various literature that shows effect of innovation on performance such as the study
conducted [12.13]. These studies state that innovation has a positive influence on marketing
performance. Studies show that the renewal of innovation is a source of marketing success [14].
Although product excellence 1s ?sidered mmportant for marketing performance, studies conducted
conclude that product excellence does not have a significant influence on marketing performance [15].
Various studies of innovation provide a gap in the inability of product line innovation in influencing
company performance such as the findings which states that innovation has no significant influence on
company performance [16]. In a study conducted the effect of failed innovations such as damage to
brand reputation for products that have high d equity [17]. Other research conducted indicates a
lack of evidence that innovation in one period has a positivggfluence on company performance in the
next period [18]. Different results of various studies on the effect of innovation on performance offer a
research gap on the inability of product innovation to enrich product excellence and marketing
performance. For that further research 1s still needed.

To bridge the research gap above, this research aims to develop a conceptual model which is a
strategic bridge between innovation and corporate marketing performance, especially SMEs. To build
the model, the researcher proposes a concept of Acculturative Aesthetic Attractiveness as a strategic
bridge for product innovation to improve marketing performance.

2
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2. Literature Review

2.1. Acculturative Aesthetic Attractiveness

The study of products and their attributes to attract consumers is one of the main studies in product
strategy. The classic view in marketing strategy so far explains the importance of product design as the
main driver of product success to enter the market still appears in the current marketing literature [19,
20]. A good design for a product is not only important for the appearance of the product but also for
attracting potential consumers to see and try the product. The product design process starts by
understanding consumer needs and sometimes involving consumers in the design process. The
findings state that core products are a basis for creating marketing performance, the product design
process 1s seen as an effort to offer something more attractive to the market to enrich certain interests
[21,22].

Handicraft products that are based on local culture are believed to have advantages over imported
products from abroad. First, the product evokes a personal bond because it represents the identity of
the wearer's cultural roots. This is felt in fashion products such as traditional Sumatra Songket, Bugis
Silk, Jogja batik or other fabrics. Secondly, become the souvenirs domestic and national for travelers
as a marker for visiting the area where the craft originated. Thirdly, local cultural handicraft products
also become a means of inter-regional solidarity and generate pride in the diversity of the nation the
product design process, the company tries to create something interesting for its products, which
produces various attributes that reflect certain cultures and locations that have the potential to attract
consumers to see and buy the product [23].

In countries with geographic and cultural diversity such as Indonesia, a product can be built with
ethnic attributes derived from the interaction between location and culture where it is located. By
integrating multi-ethnicity and culture, a company can sort and choose various elements of foreign
culture and domestic culture and combine these attributes to be embedded in their products, produce a
product with some attractiveness attributes conceptualized in this study as Acculturative Aesthetic
attractiveness [24].

2.2. Product Innovation 7

The most innovative companies are involved 1n a continuous search for better products, services, and
ways of doing things. They try to continue to improve their internal capabilities and other resources.
The more innovative the companies of a country, the stronger the competitive advantage of the
co . More productive companies are more efficient in using their resources [25].

The $novation is defined as opening the door both globally and internationally competitive advantage
through providing markets with new or unique products/services; creating entry barriers that provide
the resources needed to develop innovation through learning; and creating new values that shape
cormtiti\-‘e environmental rules.

Innovation is goods, services or ideas that some people perceive as new, no matter how long their
history is [2@f Meanwhile the Organizational innovation as an overall innovative ability of an
orgamzation to introduce new products to the market, or open new markets, through combining
strategic origfitation with innovative behavior and processes.

Base on Oslo Manual, innovation is the implementation of a new or significantly improved product
(good or service), or process, a new marketing method, or a new organizational method in business
practices, workplace organization or external relations [27].

From some of the definitions above, innovation is creating something that is new or enhancing
from existing (performance or perception of greater value) both for goods and services as a strategic
choicm" the organization to improve the organization and make it more competitive. Innovation can
exist 1 various forms, such as product or process innovation, radical or incremental innovation,
administrative or technological innovation, etc. [28, 29].
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2.3. Marketing Performance

Marketing performance is a variable that can be used togEgasure the marketing performance of a
business. This is in accordance with the study which states that marketing performance is a concept to
measure the market performance of a product. The others study also states @t marketing performance
1s an important element of company performance in general because the performance of a company
can be seen from its marketing performance ]

The study defines market performance as an effort to measure the level of performance which
includes the number of sales, number of customers, profits and sales growth. In the research measuring
marketing performance through four indicators, namely customer satisfaction, delivery of value, the
?)cti\-'eness of marketing programs, and the success of new products [31].

ased on a literature review and previous research, the model of our empirical research in this study
can be described as follows:

Product | Acculturative R Marketing
Innovation g Aesthetic "1 Performance
Attractiveness

Figure 1.The empirical research model built in this study

Based on the literature review and picture above, there are four hypotheses formulated in this study

asfipllows:
1. higher Product Innovation, the higher Acculturative Aesthetic Attractiveness.
2. The higher Product Innovation, the higher Marketing Performance.

3. The higher Acculturative Aesthetic Attractiveness, the higher Marketing Performance.

3. Research Method 27

This research is survey research with a quantitative approach. The population 1n this study 1s smal
medium enterprises engaged in the craft and creative industries. Data were collected from sample data
from 115 small and medium enterprises in South Sulawesi Province to test models and hypotheses.
Sample selection is based on the proportional sampling technique. The respondents in this study were
business owners or managers.

In this study three variables are used as follows; product innovation, Acculturative Aesthetic
attractiveness, and marketing performance. A closed questionnaire is used to ask the pcrcclmn of
each respondent. Variables and indicators are measured using a 1 to 5 Likert Scale, where scale 1
indicates strongly disagree and scale 5 indicates strongly agree. To operationalize the variables in the
model, meaning and indicators are shown in the following table:

Table 1. Variables and Indicators

Variable Core Meaning Indicators
Product Innovation Ability to innovate products 1. Ability to make various
types of products

2. Special design capabilities
3. Ability to make different
brands
Acculturative Aesthetic  The attractiveness of product 1.  Aesthetic motif
Attractiveness aesthetic as a combination with attractiveness
local and global culture 2. Aesthetic style attractiveness

3. Aesthetic form attractiveness

Marketing Performance The  level of  marketing 1. Sales Volume.
achievement in the market 2. Sales Value
3. Sales Growth in new Market
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In this study, reliability is measured by using gmst‘uct Reliability (CR) and Variance Extracted
(VE) on each latent variable. Usually. the minimum value of Construct reliability is 0.70. While the
minimum value of VE is 0.50 [32]. In this study, all variables are considered reliable because each
value has passed the required value. q

While validity testing uses confirmatory factor ana (CFA) which will produce the value of the
loading factor for each indicator on the latent variable. Value of loading factor which greater than 0.50
is used as a cut-off value of construct indicator validity. Table 2 shows all the indicator values are
calculated at more than 0.50. Therefore, all of the indicators in this study are confirmed as valid.

Table 2. Validity and Reliability

Variable Indicators Standardized Standard Reliability
Loading Factors Errors CR VE
X11 0.940 0.77
Product Innovation A2 Be 068 079 055
X13 0.789 0.77
Acculturative X2l 0.953 0.66
Aesthetic X22 0.947 0.60 075 0.53
Attractiveness X23 0.924 0.66
) X31 0.864 0.79
Mieting X32 0.909 0.81 084 063
Performance
X33 0.890 0.79

Data were then analyzed using AMOS 23 statistic software for a full structural equation model.

4. Results

GOODNESS OF FIT INDICES
Chi-Squara=50 226
Signifikansi ».001

GFI=913

AGFI=83T

CFI=973

TLI= 050

RMSEA= 008

Figure 2. Model Testing
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From structural model in the figure 2 above, our structural model analysis demonstrated good model
accept level as concluded from several indices such as ¥*= 50.23: Significance Probability =
0,001; GFI= 0.913; AGFI= 0,837; CFI =0,973; TLI = 0,960; RMSEA = 0,064, therefore our mode?
with the expected population. The structural coefficient for regression analysis is presented in the
following table 3.

Table 3. Results of Hypothesis Testing

Hypothesis Standardized P
Estimates
Product Innovation = Acculturative Aesthetic 0.71 0.000
Attractiveness
Acculturative Aesthetic = Marketing Performance 0.41 0.000
Attractiveness
Product Innovation = Marketing Performance 0.30 0.012

As presented in table 3, all hypotheses were tested; the significance probability is lower than 5% for
every relationship between hypothesized variables, we can conclude that data of our sample support
all hypotheses.

5. Conclusions

As stated at the beginning of this study that the objective of the study is to fulfill a research gap on the
inability of innovation in enhancing marketing performance. A model relation of Product Innovation,
Acculturative Aesthetic Attractiveness, and Marketing Performance are built and tested empirically
using a structural equation model. The acceptance of our hypothesized model and relationships
demonstrates several ways to enhance marketing performance. Three key findings are described as
follows: (1) a company with high Product Innovation will increase the attractiveness of Acculturative
Aesthetic product leading to marketing performance. This type of Innovation such as the ability to
make various types of products and to make different brands also capabilities to make special design is
expected to be a driver for increasing the attractiveness of geo-cultural product attributes as leverage
for enhancing marketing performance, (2) a company with high Product Innovation expected to
strengthen the attractiveness of Acculturative Aesthetic product as a driver for enhancing marketing
performance. (3) thus Acculturative Aesthetic attractiveness indeed plays a role as a mediator in the
relation between uct Innovation, and marketing performance.

{Bheoretically, the findings of this study contribute to solving problems of the inconsistent relation
of Product Innovation and marketing performance. The new concept of Acculturative Aesthetic
attractiveness which is offered as mediation in connection with product Innovation and marketing
performance has been tested and plays an important role in bridging the correlations between the two
variables. Then, further research needs to add some variables. the coverage area of research. and types
of industries to gain research findings widely.
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