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Abstract 

This study investigates the relationships among organizational innovation, marketing 

innovation, product innovation, and firm performance in the food industry in West 

Sumatra Province, Indonesia. The population of this study consists of small food souvenir 

businesses operating in the region. Data were collected from 150 respondents using a 

purposive sampling method, and analyzed using the structural equation modelling-

partial least squares (SEM-PLS) with SmartPLS 3.0 software. The study's results 

revealed that organizational and product innovation did not significantly and positively 

impact firm performance. However, marketing innovation positively and significantly 

impacted product innovation and firm performance. Marketing innovation did not 

moderate the relationship between product innovation and firm performance in the food 

industry. The results imply that it is important for business actors to strengthen 

organizational and human resource development, as well as product development, which 

is more impactful on performance. 

 

Keywords: organizational innovation; product innovation; marketing innovation; firm 

performance 

 

INTRODUCTION 

 

The culinary industry is one of the 16 sub-sectors that make up Indonesia's creative industry. It 

involves businesses that produce local specialties and market these products nationwide. Integrating 

the culinary industry into the creative sector highlights the value added to products by industry 

players, such as innovative processing methods, unique recipes, and distinctive serving techniques. 

This sector is experiencing rapid growth and ranks among the three leading creative industry sub-

sectors, alongside fashion and crafts, which are actively supported and developed by the Ministry of 

Industry. 

In accordance with the policies of the Republic of Indonesia's Ministry of Industry, the West 

Sumatra government has identified the culinary industry as one of its nine key sub-sectors. West 

Sumatra, one of Indonesia's provinces, is known for its rich culinary heritage, particularly the local 

cuisine of the Minangkabau ethnic group, which has received national and international recognition. 

https://doi.org/10.23969/trikonomika.v24i2.22858
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In 2011, CNN readers voted "rendang," a local dish, as the best food in the world, which significantly 

boosted its reputation. 

The culinary diversity of West Sumatra is a significant attraction for both domestic and 

international tourists. Data from the Central Statistics Agency (BPS) show a significant increase in 

interest in visiting West Sumatra, where domestic tourism in the two years increased from 12,823,340 

in 2023 to 17,830,856 in 2024. 

Table 1 presents the number of foreign tourists who arrived in West Sumatra via Minangkabau 

International Airport from 2019 to 2024. 

 
Table 1. Number of Foreign Tourists Coming to West Sumatra 

 Year  Number of Foreign Tourists  

2019  61.131  

2020  10.875  

2021  -  

2022  4.144  

2023  56.645  

 2024  76.753  

Source: Indonesian Central Bureau of Statistics (2025) 

 

Interviews with several culinary businesses in West Sumatra show that sales of local specialty 

food souvenirs have significantly increased productivity. Furthermore, an increase in sales is expected 

to improve the overall performance of these businesses and create opportunities for food souvenir 

shops that highlight West Sumatra's distinct offerings. This trend has prompted shopkeepers to start 

implementing innovations in their businesses. The total number of small and medium-sized 

enterprises increased from 87,884 in 2022 to 88,22 in 2023, reflecting the sector's growth potential 

(Yeni, 2024). 

The increase in the number of businesses leads in greater competition. Meanwhile, rivalry in 

this sub-sector is increasing due to the entry of a new business model called "artist cake". The business 

is owned or endorsed by Indonesian artists, combining traditional food souvenirs with unique 

creations, and leveraging their popularity. The rise of artist cakes that claim to be souvenirs of West 

Sumatra obviously poses a new threat to traditional souvenir shops. Additionally, consumer 

preferences and demands are constantly evolving. The growing number of businesses, new business 

models, and changes in customer preferences have intensified rivalry and challenges, pushing 

business owners to be more innovative to survive.    

Employee training is a common way for small and medium-sized businesses (SME) owners to 

implement innovation. The training covers the creation of new products, modifications of existing 

products, and the generation of new ideas. It supports and motivates employees to contribute 

innovative concepts (Anggraeni et al., 2017). As noted by Munawar et al. (2023), through training, 

SMEs can quickly adapt to external changes, find innovative solutions, and maintain agile work 

processes. For example, in the food industry, employees receive training to modify traditional dishes 

by introducing new flavor variants and using different raw materials. This encouragement affects firm 

performance (Priyadarshini et al., 2019). The food industry constantly improves its marketing 

activities in line with market trends through various digital platforms, by collaborating with travel 

agents, adjusting prices and flavors, developing new product variants that consumers demand, and 

offering attractive packaging in various sizes. This improvement will promote product innovation and 

enhance firm performance (Gemina et al., 2019; Lestari et al., 2020; Sarkar and Costa, 2008). 

The interplay of organizational innovation, product innovation, marketing innovation, and firm 

performance is critical for commercial success, especially in niche markets like West Sumatra's 

souvenir industry. According to Lin et al. (2008), a company's performance is inextricably linked to 

its ability to achieve internal and external goals, emphasizing the importance of sound marketing 

strategies to supplement new product development and modifications. Firm performance represents 
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the outcomes achieved in pursuit of both internal and external objectives, effectively measuring how 

successfully a company is meeting its defined goals (Lin et al., 2008; Suhag et al., 2017). 

Jimenez and Valle (2011) and Pratama et al. (2022) emphasize that innovation is essential for 

a company's longevity and competitiveness. This is further supported in the works of Atalay et al. 

(2013), Prajogo (2016), and Bigliardi et al. (2020), which assert that product innovation directly 

influences firm performance. Suhag et al. (2017) further delineate product innovation as 

encompassing the discovery of novel products, improvements in quality, and the introduction of 

unique materials and functionalities into existing products. Innovation through more environmentally 

friendly packaging also affects competitive advantage and business performance (Maziriri, 2020). 

According to Shanker et al. (2017), organizational innovation refers to a company's willingness 

to experiment with new ideas and practices. Companies that embrace organizational innovation will 

benefit from a better understanding of their strategic direction and management capabilities, which 

can help them achieve first-mover advantages in product and service commercialization 

(Rajapathirana and Hui, 2018). Organizational innovation pushes the creation of a conducive working 

environment and increases firm performance (Azar and Ciabuschi, 2017; García-Morales et al., 2012; 

Hafeez et al., 2012; Hassim et al., 2011; Mothe and Uyen Nguyen Thi, 2010; Prange and Pinho, 2017; 

Rhee et al., 2010; Rosenbusch et al., 2011). 

Marketing innovation enables new communication methods, branding strategies, offering 

designs, and transaction settings (Purchase and Volery, 2020). Marketing innovation positively 

influences product innovation (Ajayi and Morton, 2015; Aksoy, 2017; Ramirez et al., 2018; Ganzer 

et al., 2017). According to Gunday et al. (2011), marketing innovation serves as a moderator that 

enhances the relationship between innovation and firm performance—additionally, Zhang et al. 

(2017) and Lee et al. (2019) demonstrate that marketing innovation is positively related to firm 

performance, as well as showing a positive correlation between new product development and overall 

performance. 

In the context of West Sumatra's traditional food souvenirs, product innovation can take the 

form of incorporating new equipment or substituting materials to create distinct flavors. Product 

innovation is one of the most significant sources of competitive advantage  (Camisón and Villar-

López, 2014). Product innovations are strategic efforts to increase customer satisfaction and expand 

market share; improved comfort and a broader market presence ultimately yield significant benefits 

for the firm. Lita et al. (2018), Badriah et al. (2021), and Widiartanto and Suhadak (2013) highlight 

that practical product innovation allows companies to replace outdated offerings, broaden their 

product ranges, and enhance design features. Research by Lee et al. (2017), Saedi and Othman (2017), 

and Lee et al. (2019) reinforces the notion that such product innovations yield positive outcomes on 

firm performance. 

Based on the preceding discussion, the current study seeks to investigate the complex 

relationships between organizational innovation, marketing innovation, product innovation, and firm 

performance in souvenir businesses in West Sumatra, in order to provide insights for improving 

competitive positioning in this specialized market segment. 
 

METHODS 

 

This research is explanatory, focusing on analyzing the relationships between one variable and 

others, and how a variable impacts other variables (Sekaran and Bougie, 2011). A quantitative 

approach is used to observe, collect data, and present the findings. This study's unit of analysis is 

organizations, specifically industrial centers in West Sumatra that produce typical food souvenirs. 

The independent variables include organizational, marketing, and product innovation. Marketing 

innovation is a moderating variable, while firm performance is the dependent variable. Data were 

gathered using questionnaires with 5-point Likert scale variables. 

Data collection was carried out using Likert-scale questionnaires, and the sampling technique 

employed was purposive sampling, which involves selecting samples based on specific criteria 
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(Sekaran and Bougie, 2011). The sampling criteria included businesses that sell typical West Sumatra 

food souvenirs and hold valid business licenses. The population for this study comprises all food 

industries located in Padang City, Pariaman City, Padang Pariaman Regency, Padang Panjang City, 

Agam Regency, Bukittinggi City, Limapuluh Kota Regency, and Payakumbuh City in West Sumatra.  

The minimum sample size was determined by multiplying the number of indicators by 5-10 

(Hair et al., 2016). In this study, 105 food business leaders were selected as respondents and 

completed the questionnaires. Latent constructs must be measured by one or more indicators (Hair et 

al., 2016). Constructs for the variables are presented in Table 2. Structural equation modeling-partial 

least squares (SEM-PLS) was used to analyze data. 

 
Table 2. Constructs for Variables 

Constructs Scale Sources 

Organizational Innovation 

Companies tend to improve work practices. 

Companies train employees regularly. 

Companies always create new products. 

Companies constantly modify new products. 

Companies always develop new ideas. 

Companies always support employee initiatives. 

 

Likert 

1-5 

Widiartanto and 

Suhadak (2013) 

Product Innovation 

Our company introduces innovative products with entirely new attributes to the 

market. 

Our new products are highly innovative in meeting customer needs. 

Our company often adopts new ideas in developing new products. 

Our company quickly introduces new products to the market. 

 

Likert 

1-5 

Bao et al. (2017) 

Marketing Innovation 

Updating product promotion techniques used for current and/or new products 

Updating product pricing techniques used to determine prices for current and/or new 

products 

Updating the design of current and/or new products through changes such as 

appearance, packaging, shape, and volume without altering their basic technical and 

functional features. 

Updating general marketing management activities. 

 

Likert 

1-5 

Gunday et al. 

(2011) 

Firm Performance 

Our company is making efforts to reduce costs. 

Our company's productivity has increased over the past two years. 

Overall, our company has good work quality. 

Our company has achieved a high level of customer satisfaction. 

Likert 

1-5 

Im et al. (2016) 

Source: Authors’ own work 

 

RESULTS 

 

The majority of respondents stated that the majority of those who manage food industry 

establishments (souvenir centers) are female. One reason many women lead this business is that they 

tend to have cooking and culinary hobbies. More respondents over 50 years old run this business 

because they already have experience managing the industry, especially in financial management and 

business capital turnover. The old company's standing was dominant, with a 6- to 20-year history. 

The reason is that this business is a family effort from the business owner's parents. The number of 

employees working for this business is less than ten people (classified as small businesses) with a 

turnover of less than IDR300.000.000. Food businesses (souvenir centers) in West Sumatra are quite 

developed, as some companies have entered into cooperation in receive contracts to order products. 

The assets owned by this food business range from IDR50.000.000 to IDR500.000.000. Generally, 
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the target market for product sales is that most of them are still in Sumatra. Still, several businesses 

have been able to market their products directly to consumers overseas outside Sumatra.  

Data processing in the current study uses the smartPLS 3.0 M3 application via a bootstrap 

procedure with 5,000 iterations to test hypotheses. Before getting the results of the hypotheses, this 

study assessed the predictive strength of the proposed model using the described variance value (R-

square). This R-squared value is used to determine the influence of the variables. Table 3 shows the 

results of the R-squared in this study. 

 
Table 3. Structural Model Test 

Dependent Variable R-square 

Firm Performance 0.233 

Product Innovation 0.405 

Source: Authors’ own work 

 

According to Table 3, the R-square for firm performance is 0.233, indicating that 

organizational, marketing, and product innovation account for 23.3% of firm performance. According 

to the findings, marketing innovation accounts for 40.5% of product innovation, with an R-squared 

value of 0.405. The remaining factors influencing product innovation are not discussed in this study. 

In addition, the current study tests hypotheses using path coefficients; significant conditions are 

indicated by t-statistic values that exceed the t-value from the t-table. With a significance level of 

0.05 (α = 5%), the t-table value used is 1.645. In this study, the moderating effects of marketing 

innovation on the relationship between innovative products and firm performance are tested 

(Hypothesis 3). To test hypothesis 3, it is necessary to examine the relationship between direct product 

innovation and firm performance without first controlling for marketing innovation. This step aims 

to see whether the relationship is significant because the condition of the moderating effect is that the 

relationship of the intended variable must be considerable (Ajayi and Morton, 2015). The following 

results of direct processing of relations are shown in Table 4. 

 
Table 4. Testing of Structural Model (Hypotheses Testing) 

Hypothesis Path 

Coefficient 

P-value T-

statistic 

Decision 

H1 = Organizational Innovation → Firm Performance 0,192 0,101 1,460 Not Supported 

H2 = Marketing Innovation → Product Innovation 0,636 0,000 9,145 Supported 

H3 = Product Innovation → Firm Performance*Marketing Innovation -0,020 0,072 0,154 Not Supported 

H4 = Marketing Innovation → Firm Performance 0,405 0,010 2,721 Supported 

H5 = Product Innovation → Firm Performance -0,099 0,095 0,733 Not Supported 

Source: Authors’ own work 

 

Table 4 shows that the direct relationship between product innovation and firm performance is 

negative and insignificant, as evidenced by the small t-statistic value, which is less than the t-table 

value (1.645). Thus, no moderating effect exists in this study, and hypothesis 3 is rejected. Positive 

sample original values indicate a positive relationship between variables, whereas negative sample 

original values imply the opposite. Table 3 shows that the t-statistics for Hypotheses 2 and 4 are 

significantly larger than the t-table values. This finding suggests that the relationships between the 

tested variables are both positive and significant. In contrast, the t-statistics for Hypothesis 1 and 

Hypothesis 5 are less than the t-table values, indicating that the relationships are not significant.  

Based on the data presented in Table 3, we conclude that marketing innovation is positive and 

significantly affects product innovation and firm performance, thereby supporting Hypothesis 2 and 

Hypothesis 4. However, since the influence of organizational innovation and product innovation on 

firm performance is not significant, Hypothesis 1 and Hypothesis 5 are rejected. 
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DISCUSSION 

 

This study thoroughly examines the impact of organizational innovation on firm performance, 

the role of marketing innovation in improving product innovation and overall firm performance, and 

the moderating effect of marketing innovation on the relationship between product innovation and 

firm performance. Two of the five proposed hypotheses were found to be statistically significant, 

while the other three were not. 

Notably, the findings indicate that organizational innovation does not exert a significant effect 

on firm performance, corroborating prior research by Giniuniene and Jurksiene (2015), Ali et al. 

(2016), and Phan (2019), which similarly concluded that organizational innovation does not 

significantly enhance firm performance. In this study, the SMEs' culinary industry still lacks 

digitalization, even though it is very important in improving firm performance. Conversely, the study 

found that marketing innovation positively affects product innovation, aligning with evidence 

presented by Ajayi and Morton (2015) and Aksoy (Aksoy, 2017). This result suggests that the efforts 

by typical West Sumatran food businesses to innovate design elements—such as appearance and 

product form—without changing their fundamental function can stimulate the rapid introduction of 

new products to the market, potentially increasing sales volume and fostering significant product 

innovation. 

However, the research reveals that neither organizational nor product innovation has been 

executed to an optimal degree, thus failing to enhance organizational performance. Moreover, 

marketing innovation does not serve as a moderating variable between product innovation and firm 

performance, in contrast to previous findings by Gunday et al. (2011), who highlighted marketing 

innovation's mediating role in this context. Jung and Shegai (2023) in their study found that digital 

marketing innovation and marketing capability have significant direct and indirect effects on firm 

performance, with the indirect effects greater than the direct effects, indicating that marketing 

capability is an important factor in determining firm performance. In this study, the lack of effective 

marketing strategies to support innovative product offerings—ranging from unique products to 

product modifications and rapid introductions—suggests that without strong marketing activities, 

improvements in product innovation are insufficient to drive overall company performance. As a 

result, the food industry must step up its marketing efforts in the future. 

On the other hand, marketing innovation is found to have a positive and significant impact on 

product innovation and firm performance, confirming previous findings (Aksoy, 2017). SMEs in the 

culinary industry in West Sumatra achieve maximum product innovation and company performance, 

especially when they implement innovative marketing strategies (e.g., updating the design of current 

and/or new products through changes such as appearance, packaging, shape, and volume without 

altering their basic technical and functional features; updating product promotion techniques used for 

current and/or new products). 

In this study, product innovation does not show a significant association with improved firm 

performance among SMEs, supporting the previous study by Yulianto and Supriono (2023). This 

outcome contrasts with previous research by Atalay et al. (2013), Saeidi and Othman (2017), Zhang 

et al. (2017), and Najib and Kiminami (2011), which consistently identified a positive relationship 

between these variables. The divergence may be attributed to the unique characteristics of the 

industries examined, as earlier studies predominantly concentrated on manufacturing settings.  

Furthermore, the cultural context of West Sumatra, known for its authentic Minang cuisine, 

may influence consumer preferences. Tourists may prefer traditional tastes over innovative variations 

that could dilute authenticity. The findings indicate that product innovation has little impact on firm 

performance, indicating a narrow focus on core product benefits.  

In response to the narrow focus of innovation on core benefits, businesses may consider 

redirecting their efforts toward packaging improvements. Given the region's specialty foods, which 

are rich in unique spices, improving packaging with more educational information could increase 

perceived taste value and positively influence consumer behavior (Araya et al., 2022). Furthermore, 
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product innovation can address concerns about producing healthier options by providing the required 

information through appropriate media channels to convince consumers of the benefits. Lastly, the 

innovation should encompass advancements in packaging materials that are both hygienic and 

environmentally sustainable (Maziriri, 2020). 

Furthermore, the competitive landscape of the typical West Sumatra food souvenir market 

exacerbates the relationship between product innovation and firm performance. The proliferation of 

similar businesses in recent years has increased competition, reducing the effectiveness of product 

innovation in improving business performance. As Prajogo (2016) suggests that, in highly 

competitive environments where consumers have numerous options, the incremental benefits of 

product innovation may diminish, with purchasing decisions increasingly influenced by price rather 

than innovation novelty. Consequently, firms in this sector must navigate these challenges to optimize 

their innovation strategies. 

 

CONCLUSIONS 

 

The study examines the relationships among organizational innovation, marketing innovation, 

product innovation, and firm performance in the West Sumatran food industry. The findings presented 

earlier in this study suggest that marketing innovation has a positive and significant impact on product 

innovation. Additionally, marketing innovation has a significant impact on firm performance. This 

suggests that marketing innovations in the food industry help improve product innovation and overall 

industry performance. In contrast, organizational and product innovation have no significant impact 

on firm performance. This study only focuses on the SMEs‘ culinary industry in West Sumatra 

Province, with a minimum sample size. Understanding the distinct characteristics of traditional West 

Sumatra cuisine produced by small and medium-sized enterprises (SMEs) yields valuable 

organizational and product innovations. According to the research findings, these companies' 

marketing innovations had a positive impact on organizational performance. However, neither 

product nor organizational innovation has significantly increased overall firm performance. As a 

result, it is recommended that the West Sumatran food industry continue to seek guidance and support 

from government bodies, local authorities, universities, and both public and private organizations. 
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