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KEY COMPETITIVENESS
OF INDONESIAN SMALL
WOODEN FURNITURE BUSINESS

Abstract

Small wooden furniture businesses in East Indonesia feel pressure from the furniture
businesses of the West Indonesia, in particular from Jepara, due to a fierce internation-
al rivalry. The study is intended to analyze the effect of market orientation and entre-
preneurial orientation on competitiveness with innovation as an intervening variable.
The study distributed 189 questionnaires to the small wooden furniture producers in
the South and West Sulawesi Provinces. The collected data were analyzed by structural
equation modeling using maximum likelihood approach. The study found that market
orientation, entrepreneurial orientation, and innovation contributed to leveraging the
competitiveness of small furniture producers. With this model, market orientation is
found to have a positive and significant effect on innovation and competitiveness, both
with a small-medium effect. Interestingly, the relationship between entrepreneurial
orientation and innovativeness shows a positive, significant, and the most dominant
of all structural causal relationships in the model, with a small-high effect. In con-
trast, the relationship between entrepreneurial orientation and competitiveness has a
positive and significant effect with a smaller path coefficient. The study also found that
innovation shows a positive and significant effect on competitiveness with a relatively
small impact.

Keywords competitiveness, innovation, entrepreneurial
orientation, market orientation
JEL Classification L.25, 126, M31, O30

INTRODUCTION

The potential growth and development of small businesses have always
been of great interest to researchers. One of them is those small busi-
nesses producing wooden furniture found most in developing coun-
tries in cities and districts bordering a city, including in Indonesia.
These businesses have traditional and unique carve designs (Patria et
al., 2019), which require specific skills and absorb labor.

Despite having lower labor costs and more traditional and distinctive
designs than those from western countries, local wooden furniture
businesses in Indonesia currently face growing competition from
Asian nations such as China, Vietnam, and Thailand (Patria et al.,
2019). These rival nations can respond swiftly to customer demands
because they have advantages in technology, logistics, and the availa-
bility of a plentiful supply of raw materials (Susanty et al., 2020). The
competition forces small businesses from West Indonesia to move into
the domestic market of East Indonesia by adjusting prices to meet lo-
cal needs (Hasniaty et al., 2019).

This study examines small wooden furniture businesses in East

Indonesia, particularly in the South and West Sulawesi Provinces, a
proxy for other areas in the east part of Indonesia. Differently in West
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Indonesia, local small furniture businesses in the Provinces market their lower middle class within east-
ern areas of Indonesia at most. Therefore, they rarely had direct competition with other furniture busi-
nesses before. However, with the ancient carve method, but somewhat roughly, the local small furniture
businesses in the Provinces lately are experiencing competitive exposure from Jepara in West Indonesia.
Moreover, there are medium and large furniture businesses that have been exploring the market in east-
ern areas of Indonesia by adjusting their quality to have the possibility of offering a low price to meet
the local needs (Hasniaty et al., 2019), driving impact to a decrease in sales and production (Taufik et al.,
2019). Consequently, local furniture has been forced to switch from urban to suburban areas in regencies.

In an attempt to assist small furniture businesses operating within the provinces, the study addresses
three issues related to competitiveness (CT), which are market orientation (MO), entrepreneurial ori-
entation (EO), and innovation (IV). These three discussions carry out an essential and complementary
strand of competitiveness for local small furniture businesses. These challenges have become a focus of
significant research and are widely recognized in the literature. The first two, in particular, are viewed
as unique resources that could foster a long-term competitive advantage. In addressing the issues, the
paper looks closely at the problems faced in some other countries (Abu et al., 2019) and, at the same time,
takes into account the feature characteristics of the local people’s culture.

In innovation features, the study adopts innovative creativity by Amabile et al. (1996), focusing on
four attributes of innovation: technical innovation, distribution system, market, and creativity. These
features have not yet ever been recorded in literature in Indonesia. Recent studies on Indonesia’s fur-
niture market focus on several aspects of innovation, such as the capability to develop new products
and quality (Mashdurohatun & Ali Mansyur, 2017), and other studies looked at raw material issues as
a worry for a business’s survival (Pangemanan & Walukow, 2018). In literature in different countries,
these attributes have been discussed but are only limited to certain features. Among the researchers
are Bumgardnerand and Nicholls (2020) in the US, Xiong et al. (2020) in China, and Ratnasingam et al.
(2020) in Malaysia.

1. LITERATURE REVIEW

(Kiselakova et al., 2019) and an uncertain business
condition. Differently, Chen et al. (2019) noted

Competitiveness (CT) is crucial and a constant
source of academic research interest. It is thought
to have an impact on a firm’s ability to remain
viable and sustain itself (Kiselakova et al., 2019).
It may concentrate on internal advantages of re-
sources and expertise, including raw material sup-
plies, people skills, and distribution channel (Upe
& Aswan, 2021), or have the ability to explore new
markets (Lestari et al., 2020) reflecting the level
of that industry’s competitiveness. Each business
within an industry has the desire to be superior to
its competitors. That is why each company devel-
ops its own capability to make its activity unique
and different from others (Bogers et al., 2019).

Some condition is treated to increase the degree of
competitiveness. The intensity of global trade ex-
pansion, liberalization, and changes in customer
expectations are all among them (Rismayani et al.,
2021). It is even more in a changing environment
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that it is due to the need to increase its bargaining
position.

Apart from competitiveness, market condition
is critical to leverage competitiveness. Market
orientation (EO) is designed to likely gain a sus-
tained competitive position in the market by en-
gaging closely with customers to provide products
and services in accordance with their preferenc-
es (Narver & Slater, 1990). It is a part of a busi-
ness culture that drives up the commitment of a
company to create superior value for customers
by utilizing information obtained from target cus-
tomers and competitors’ capabilities (Crick, 2021).
Researchers have noted it as the most effective and
efficient culture to promote necessary behaviors
for customer value through market intelligence
(Narver & Slater, 1990). This method emphasizes
the processes and activities in the creation of cus-
tomer preferences.

http://dx.doi.org/10.21511/im.19(1).2023.06



Narver and Slater (1990) state that EO consists of
three behavioral components: customer orienta-
tion, competitor orientation, and inter-functional
coordination. These three elements are effective-
ly used to collect market information. Customer
orientation is the activity of looking closely at
the customer needs that still need to be met, in-
cluding detecting the current and future needs
(Kopalle et al., 2020). To do so, a company must
utilize information from customers’ responses on
the satisfaction of products and services delivered.
Understanding competition is also necessary to
create customer value (Narver & Slater, 1990). It
is a process to analyze activities on the strength
and weaknesses of competitors to understand
their attitude on the market. A business with a
competitive orientation utilizes information from
the external environment to gain a better idea of
enhancing internal capabilities (Narver & Slater,
1990). Inter-functional coordination is activities
based on customer and competitor information
and alignment efforts within all organizational
functions by management to create superior value
to target customers (Narver & Slater, 1990). This
enables improvement in the flow of communica-
tion and information, allowing for the promotion
of collaboration and coordination to improve cus-
tomer responsiveness (Narver & Slater, 1990).

Attention given to entrepreneurial orientation
could provide a competitive position in the wood-
en furniture business. The wooden furniture busi-
ness has faced fierce competition lately. The quali-
ty and/or innovation of the products are the most
concern for customers. To do so, creativity and the
ability to design products to fit customer prefer-
ences are a concern of this industry. To cope with
the matters, it is not solely to have a quality human
resource with skills. However, it is an orientation
of a business to facilitate people within organiza-
tions to undertake entrepreneurial activities for
any market opportunity identified.

Small businesses are demanded to focus on the
process that could create value or behaviors with
a fast response to any opportunity (Chavez et al.,
2020). In more specific aspects, literature is a way
to focus on the organizational environment’s pro-
cesses, practices, and decision-making activities
to support critical persons to act entrepreneurially
(Wales et al., 2020). A new entry is established if a

http://dx.doi.org/10.21511/im.19(1).2023.06
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business offers new and improved products, ser-
vices, or market strategies.

With respect to innovation, many companies
achieve success after becoming the first to intro-
duce new products and services to their competi-
tor, and many of them fail due to non-innovative
product designs (Carmeli & Dothan, 2017). This
indicates that being first in the market in terms
of innovation can provide a competitive position.
Innovation includes not only the development
of new products, services, and processes but al-
so needs a driving change to produce and deliver
what is fitted with customer preferences (Wang et
al., 2020).

An innovative product is part of a broad aspect
that needs a lot of effort, time, and capability
(Carmeli & Dothan, 2017). Innovative products
in the wooden furniture industry it is not only a
breakthrough of the new product but also the ser-
vices attached to the product (Munizu & Hamid,
2018). It results from creativity and intelligence in
generating new ideas and implementing them in
the process (Amabile et al., 1996). Innovative ac-
tivity only occurs when a business allows knowl-
edge to be undertaken or stimulates creativity
within an organization (Miiller et al., 2021). Most
businesses are aware of the importance of product
innovation to stimulate innovative efforts as this
mechanism generates sustainability, particularly
in a dynamic environment. It is a crucial aspect of
the increasingly competitive situation.

Creativity relates to the ability of the organization-
al members to generate novel and valuable ideas.
It is widely admitted that individual creativity is
crucial for the development of new products and
services. Creative work is a result of creative ideas
(Amabile et al., 1996). New product development
is never born if individuals within an organization
do not have well and creatively implementable
ideas. Creative ideas are obtained by individuals
generated from learning experiences. Accordingly,
individual thoughts contribute to organization-
al performance, including the emergence of new
products and systems as well as services.

The new product development process is criti-

cal for large and small and medium enterprises
(SMEs). Despite its importance to the economy,
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new product development in SMEs continues to
pose challenges. Design activities, collaboration,
sources of innovation, process modeling, tools,
and techniques are all critical aspects to consid-
er when designing the new product development
process (Igbal & Suzianti, 2021). When a company
creates a new process to develop a new sustaina-
ble product, it can guide the products to operate
sustainably.

New features capability is associated with the
company recognizing the attractive products for
customers. It is known that the market has been
surrounded by beneficial products that solve the
problem at hand. A corporation adept at analy-
zing market demand becomes more innovative
(Chatterjee et al., 2021). Customer demand reac-
tion significantly affects the feature development
of innovation (Lisa Yeo et al., 2022).

Market entrants frequently use inventive imita-
tion to challenge the established player. The ability
to produce imitation goods is one way for compa-
nies to meet consumer expectations as a substitute
for genuine features (Wang et al., 2020). As a re-
sult, the ability to support an imitation strategy in
some organized way would have the benefit of not
only mobilizing necessary copycat activities ear-
ly on but also communicating to the rest of the
organization that while innovators are rewarded,
creative imitators are as well (Wu et al., 2020).

2. AIM AND HYPOTHESES

The study aims to link and analyze market orien-
tation, entrepreneurial orientation, and competi-
tiveness through innovation as a mediating varia-

Market Orientation

&1

Entrepreneurial
Orientation &,

Innovation n;

ble. Therefore, the study generates five hypotheses
to analyze how market and entrepreneurial orien-
tation and innovation could affect small furniture
competitiveness in Indonesia, especially in its east-
ern part:

H;: The more favorable the market orientation,
the better the innovation.

H_: The more favorable the market orientation,
the higher the competitive position.

H: The better the entrepreneurial orientation,
the higher the innovation.

H_: The better the entrepreneurial orientation,
the more favorable the competitive position.

H_:  The higher the innovation, the more favora-
ble the competitive position.

Figure 1 shows the relationship between market
and entrepreneurial orientations, innovation, and
competitiveness.

3. METHODOLOGY

The study applies a structural equation modeling
(SEM) using the maximum likelihood method
representing the five relationships among four
latent constructs: market orientation (MO), en-
trepreneurial orientation (EO), innovation (IN),
and competitiveness (CV). This test allows an in-
tegrated evaluation of the model and tests the de-
gree to which the construct fits the hypothesized
causal relationship network. Data were collected
by a self-administered questionnaire method in

Competitiveness n,

Figure 1. Hypothetical model
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selected areas within the South and West Sulawesi
Province, referring to the development of the area.
Out of two hundred and fifty questionnaires dis-
tributed, a total of one hundred eighty-nine were
collected, yielding a 75.6% response rate. This sam-
ple size meets a respectable response rate to follow
recommended guidelines for SEM (Whittaker &
Schumacker, 2022). Analyses were taken using
LISREL 9.2. In addition, the collected data were
examined for missing values to purify the data
and reduce systematic error. The outlier identi-
fication was also established using Mahalanobis
distance (d?).

Respondents are small producers of wooden furni-
ture products within the South and West Sulawesi
Province, as defined by Law no 22 of 2008 im-
posed by the Department of Industry and Trade
concerning assets and annual sales and Central
Bureau of Statistics referring to numbers of em-
ployee usage. The sample consisted of 189 owners
of small furniture businesses within two provinc-
es. In the sample, owners who graduated from an
academy or a university were 13.23%, senior high
school - 53.97%, junior high school - 17.46%, and

Table 1. Measurable items

Innovative Marketing, Volume 19, Issue 1, 2023

elementary school - 15.34%. In terms of gender,
there are 70.37% male and the rest, 29.63%, are fe-
male. 47.08% were under forty, and 52.91% were
above forty. In general, sales made by the indus-
tries were millions of rupiahs, in which 59.78% re-
ported having up to 300 million rupiahs, 29.10%
reached 600 million rupiahs, and 11.11% had
above 600 million rupiahs. These sales were ob-
tained with the help of fewer than ten workers.

With respect to variable measurement, the four
components of the construct design were measured
with 17 items using a modified survey question-
naire that have been validated and devised by the
literature. MO uses three items, EO has five items,
IV has four items, and CT uses five items. Each item
was measured using a five-point Likert scale from
strongly disagree (1) to strongly agree (5). The indi-
cators of the study can be seen in Table 1.

4. RESULTS

Descriptive statistics of the study are presented in
Table 2. Regarding means, all items score above
the midpoint (3.00), ranging from 3.217 to 3.899.

Latent . .
Dimensions Items Sources
Constructs :
Customer Orientation We have a strong commitment to satisfying our clients
Inter-functional i People contribute to customer value based on their skills

Market S H -

; ) Coordination i and activities Blankson et al. (2013)
Orientation e

i advantages

We target opportunities based on our competitive

Entrepreneurial
Orientation

Innovation

Competitiveness

We support the efforts of individual employees to work
i autonomously

i We closely monitor technological trends and identify the
i future needs of customers

{ We emphasize both exploration and experimentation for
i opportunities

Competitive
Aggressiveness

i We adopt a price-cutting strategy to enhance a
: competitive position

{ We copy the business practices or techniques of
i successful competitors to remain in the market

i Ideas and suggestions are received in an attentive and
i supportive way

i We emphasize new processes to develop new trend
i products

.. Ratnasingam et al. (2020)

Product Variety

: We develop a variety of product groups

Zhang et al. (2014)

Moultrie and Young (2009)

Wang et al. (2010)

Henard and szymanski (2001)

_Ffendietal (2020)

Li et al. (2006)

_ Ozgener andlraz (2008)

Jusufi et al. (2020)

http://dx.doi.org/10.21511/im.19(1).2023.06
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Table 2. Descriptive statistics

Measurable Standard .
Latent Construct : . Mean ... Skewness Kurtosis
Variables Deviation
MOL 3790 i 9990 i T30
Market Orientation MOZ BB i BOAB O BAD i T238
e MO3 3B il BO2A i 0BT ET2TOE
O 3082 0922 TO23Y T2
_ wenEOZ ST TZ s 088D 0838
Entrepreneurial EO3 3.603 0.909 ~0.319
i EOR 3880 035 TR 250 T2076
EO5, 3529 :
) V2 3.899
A N2 6 o AOOE SO 252 L AN Ao < 24 SO
eV i3I 003 D110
i CT2 b330 i30T 0200 72250
Competitiveness LT3, 3333 :

CT5 3.630

The standard deviations range from 0.885 to 1.048.
The study examines 189 samples that exhibited a
high degree of normality, indicated by two differ-
ent tests: univariate and multivariate normality
tests. The skewness and kurtosis statistics indicate
acceptable scores when referring to Kline (2011),
who recommends skewness not exceed 3 and kur-
tosis not exceed 10. In addition, the study conduct-
ed a QQ plot for multivariate normality evaluation.

Assessment related to loading weight scores is
conducted using confirmatory factor analysis to
evaluate whether the items can be used to define
the construct. The result showed that all loading
weight parameters are in acceptable values rang-
ing from 0.65 to 0.85, as Hair et al. (2010) suggest-
ed, indicating that a value of 0.50 is acceptable to
define the construct. Furthermore, by taking to
gether the four constructs in the model, the stand-
ardized loading weights are also acceptable rang-
ing from 0.66 to 0.84, as given in Table 2.

A convergent validity test was conducted using
average variance extracted (AVE) and composite
reliability (CR) to evaluate each item and whether
it can be used to properly measure the construct
(Hair et al., 2010). AVE is the average amount of
variance of items that a construct can explain.
AVE is considered adequate when the value
equals or is above 0.50, as suggested by Hair et al.
(2010). To composite reliability, a score of 0.70 or
higher was acceptable, as recommended by Hair

64

et al. (2010). Table 3 shows that the scores of AVE
and CR were adequate.

Discriminant validity is assessed to identify the
amount of variance in items correlating to anoth-
er construct. This measures how far a construct is
different from another, and each is independent
as a construct. This considers adequate when the
score of average variance extracted (AVE) is great-
er than the square correlation of two constructs
indicating an uncorrelated construct or that is
satisfied for discriminant validity. With the use
of the square of the covariance matrix to compare
with AVE, it shows that the square roots of the
correlation matrix of the latent variables, ranging
from 0.338 to 0.521, are smaller than those of AVE
scores, ranging from 0.537 to 0.579, indicating sat-
isfactory discriminant validity.

Concerning the goodness of the model for struc-
tural equation, Table 4 shows a variety of indices
used to evaluate a comprehensive model fit, as
suggested by Hair et al. (2010). The results indicate
that the conceptual model adequately fits the data
as all the other criterion values are in the accept-
able range. The non-normed fit index (NNEF), in-
cremental fit index (IFI), goodness fit index (GFI),
and comparative fit index (CFI) scored above 0.90,
as suggested by Hair et al. (2010). The ratio chi-
squares (x2) is 129.242 (p-value = 0.14086), which
is above 0.001, as recommended by Kline (2011).
This indicates that the sample covariance matrix

http://dx.doi.org/10.21511/im.19(1).2023.06



Table 3. Results of the measurement model

Innovative Marketing, Volume 19, Issue 1, 2023

Latent Construct ~ Measurable g 050 tvaluer R? _ AVE® (>0.50)°  CR(>0.70)¢
Variables : : :
MO1 ' 0.73 ' 10.68 0.530 '

Market Orientation MO2 0.74 10.87 0.545 0.573 0.801
............................. MO03 0.80 12.09 0.641
E01 076 11.79 0.584
. E02 075 11.39 0.556

E’;Eifg;gi“”al E03 0.66 9.74 0.440 0.537 0.852
EO4 078 12.03 0.601
............................. EOS 071 1056 . 0.497
w1 0.76 - 0.585
_ V2 074 10.04 0.544

Innovation 0.579 0.845
V3 0.84 11.45 0.704
............................. Iva 0.70 953 .. 0.494
cT1 0.72 T 0.525
cT2 083 10.80 0.693

Competitiveness CT3 9:76 9194 0582 0.543 0.859
CT4 0.68 8.82 0.458
cTS 070 9.18 0.496

Note: *indicates an acceptable level of standardized loading parameter, by Hair et al. (2010), above 0.50. a. t-Value (critical
ratio) with a significant score at the level of 0.05. b. AVE: average variance extracted (3A%/n). c. CR: composite reliability =

(SA)2/(SA)2 + (3A). d. Coefficient.

and population covariance matrix are the same.
The chi-squares per degree of freedom are 1.144,
less than five, as referred to by Kline (2011). The
root mean square of approximation (RMSEA)
score is 0.0276, which is in the acceptable range
of less than 0.08, as indicated by Hair et al. (2010).
The standardized root mean square residual
(SRMR) is 0.0384, which is less than 0.05, as ad-
vised by Whittaker and Schumacker (2022).

The study uses the maximum likelihood method
to test five structural causal hypotheses: path val-
ues of 0.2 are considered small, those with 0.50 are
medium, and values of 0.8 and above are considered
large (Cohen, 1988). Based on the findings, the sta-
tistical results show that the standardized path co-
efficient of the relationship between entrepreneuri-
al orientation (EO) and innovativeness (IV) is the

Table 4. SEM fit indices

most dominant of all structural causal relationships
in the model. The relationship has a closely medi-
um positive effect on the innovation construct with
a standardized path coeflicient of 0.48 and a t-value
of 5.22. The market orientation construct shows a
small medium impact on innovativeness (IV) with
a positive and small medium path coefficient of 0.38
and a t-value of 4.20. The third dominant in the
model is the relationship between market orienta-
tion (MO) and competitiveness (CT), also having a
positive and small medium path coefficient of 0.35
and a t-value of 3.59. The result also indicates that
innovativeness (IV) positively affects competitive-
ness (CT) with a small-medium path coefficient of
0.30 and a t-value of 2.71. Interestingly, with a pos-
itive association, entrepreneurial orientation (EO)
has a small size path coefficient of 0.28 and a t-value
of 2.71 when related to competitiveness (CT).

Model fit indices Value Recommended guidelines References
X2 i 129.242 >0.001 Kline (2011)
M 1144 <3 Kline (2011)
NNFC . o083 5090 Hairetal 2010)
P 09802090 Hairetal 0010)
e 0990 2090 . Hairetal (2010) ...
GFI {0928 i >0.90 Whittaker and Schumacker (2022)
RMSEA . o006 <008 Hairetal (2010)
SRMR . 00384 | <005 Whittaker and Schumacker (2022)

http://dx.doi.org/10.21511/im.19(1).2023.06
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ST
0.75.
0.78
ST

0.5

i ‘_h““o 74
0.84
2
0.70
0.51

Chi-Square=129.24,

+o .

083
076
063

E *0'50

—-I-O_Q‘.

df=113, P-value=0.14086, RMSEA=0.028

Figure 2. Structural equation modeling of competitiveness
for small wooden furniture businesses in Indonesia

Concerning the hypotheses, since the result show
a positive and significant relationship of MO to IV
and CT, EO to IV and CT, and IV to CT, all hy-
potheses generated (Hl, H,H, H, and HS) are ac-
cepted. The details of each hypothesis can be seen
in Table 5.

Table 5. Hypotheses testing results

Hypothesis. Path : Path Coefﬁaent* t-value | Result
o 0% 420 Suported
H2 035 Supported
o MBEODW 0. 48ﬁﬁf],4,..;...4,4...jﬂ Supported
H5 ' ' 0.30 ' :Supported
Note: *standardized path coefficient parameter.

5. DISCUSSION

This study analyzes the impact of competition
faced by local small furniture producers in East
Indonesia from West Indonesian producers. An
integrated model of two constructs is related
to innovativeness and three constructs char-
acterize competitiveness. The study found that
market orientation (MO) positively and signif-
icantly affects competitiveness (CT). The find-
ings suggest that products produced by local

66

small furniture businesses are still in demand,
but in particular community groups. The find-
ings show that to compete with producers from
the West Indonesian or furniture items shipped
from the western countries, local furniture has
introduced various efforts. One of them fo-
cuses on lower-class consumers. With differ-
ent wood qualities, such as white teak, as well
as rougher carvings, local producers offer rel-
atively lower prices that are affordable for the
lower class. This is also supported by literature,
which explains that small businesses can sur-
vive and compete with large companies because
they offer products and services that have not
been optimally served by competing produc-
ers, such as in price differences (Lukiewska &
Brelik, 2021). This is in line with the fact that
to serve the needs of the lower classes of society,
local producers move to urban areas or, at the
district-city level, to districts that are relative-
ly far from urban areas. Such places have more
consumers and relatively cheap raw materials.
Several pieces of literature have described the
concept of this strategy, including Sedliac¢ikova
et al. (2021) in Slovakia and Ogawa (2018) in
Tanzania. The existing local business producers
that survive in urban areas still have customers.

http://dx.doi.org/10.21511/im.19(1).2023.06



Villages around labor-intensive industrial areas
generally prefer locally made furniture prod-
ucts because they are cheap and can meet their
household needs. Others who survive in urban
areas offer their products in the border areas be-
tween cities or district borders.

It has been discovered that MO and IV have a
positive relationship. The findings imply that
strengthening market orientation can improve
business performance innovation. The creativ-
ity of furniture entrepreneurs is shown in pro-
ducing, where product design ideas are slightly
different from existing products. The contri-
bution of everyone in every company is need-
ed in the product development process that will
generate the latest trends. Furthermore, seeing
the critical points from customers is signifi-
cant, considering that in order to grow demand,
furniture producers must always look at mar-
ket needs. Along with that, all workers must
be able to imitate products from outside the is-
land of Sulawesi to compete on the market. As
the market orientation culture grows, so does
the organization’s ability to collect and apply
knowledge about competitors and customers in
order to improve the firm innovation capability
(Singh et al., 2022).

It is found that there is a positive relationship
between MO and EO. The findings suggest that
small business furniture commonly utilizes in-
formation from its consumers and competitors
when designing its products to fit customer pref-
erences. It occurred since there are differences
in target consumers between small business fur-
niture and its competitors (medium and large
furniture businesses). Therefore, it allows offer-
ing low-priced furniture products for the low-
er-middle class while still producing a trending
model design using different materials. This is
in line with the findings explaining that imple-
menting innovative products that meet consum-
er preferences can be generated using informa-
tion obtained from consumers and competitors
(Riswanto et al., 2020).

Furthermore, there is a positive relationship
between entrepreneurial orientation and com-
petitiveness. The study suggests that the busi-
nesses that are able to survive are those with a
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strong entrepreneurial orientation. In order to
stay competitive, small local producers are fo-
cused on serving a different consumer segment,
the lower-end consumer segment, by offering
lower prices. For example, the type of wood and
the use of paint are generally applied differently
from products from Java, but the durability of
the product is almost the same. Another strat-
egy is to address the limitations of consumers;
some small producers focus on serving in re-
mote villages, either by maintaining business
operations in cities or by moving operations to
rural areas if the distance between the operat-
ing area and consumers is significant. Efforts
to stay on the markets by moving to potential
markets have been widely discussed (Beckmann
et al., 2021).

The relationship between entrepreneurial ori-
entation and innovation was also found to be
positive. Although many furniture design mod-
els are found on the market, internet, products
being worked on, or existing finished products,
small furniture is open to a new design model.
Small furniture businesses generally give auton-
omy to its employee to be creative in generating
new models. This is also echoed by Pattnaik and
Sahoo (2021), who stated that creativity is gen-
erated by autonomy. Employees can recommend
a new design feature or use the design consum-
ers want. It is also a fact that it takes time to
apply a new model or carving design; a small
furniture business generally facilitates experi-
mental efforts for its employee in making a new
engraving design or model, as cited by Danu et
al. (2020).

Finally, this study found a positive relationship
between innovation and the company’s com-
petitive position. The paper suggests that the
competitive position of the furniture industry
cannot also be excluded from innovation. The
attribute of furniture products is one of the de-
manding signals for the customer to buy the
product. Even with the different quality offered
relative to Jepara furniture products, different
preferences for each market and prices can pro-
vide customer attractiveness. It is in line with
Sdnchez-Gutiérrez et al. (2019), who noted that
innovation from the operational perspective
could generate competitiveness.
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CONCLUSION

The study aimed to link the effect of market orientation and entrepreneurial orientation on in-
novation and competitiveness. It also investigated the association between innovation and
competitiveness.

The present study found that market and entrepreneurial orientations contributed to innovation
and competitiveness. The findings demonstrate the highest and closely medium structural rela-
tionship between entrepreneurial orientation and innovation. It is the same but with a small effect
when linking entrepreneurial orientation and competitiveness. Entrepreneurial orientation is cru-
cial for small furniture producers to generate innovation. However, innovative design is not always
accepted in the market and may not stay long to attract consumers.

It is also contributed but with a small effect when relating market orientation and innovation as
well as market orientation and competitiveness. Innovative products result from market and com-
petitor information, but design innovation still needs to be improved. This also affects the produc-
ers’ competitive position by only serving target consumers in a limited and focused area. The small
effect is also found for innovation and competitiveness. Small wooden business furniture is forced
to produce innovative products to attract consumers, but the design is still relatively limited and
rough due to technology and human resource capacity.
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