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ABSTRACT

The coffee industry in Indonesia currently has a large market and potential. It can be seen by the increasing number of coffee
shops in Bekasi City which increased from 79 in 2020 to 199 in 2021. In tight competition, companies must have strong
competitiveness, one of which is developing a product innovation orientation. Therefore, this research was conducted to find out
the influence of product innovation orientation on the business performance of the coffee shops in Bekasi City, which are
considered MSMEs. The questionnaire used in this research was distributed to 100 respondents. After utilizing the simple linear
regression, t-test, and coefficient of determination, this study indicates that the business performance of the coffee shops is
significantly influenced by the product innovation orientation. Further study is suggested to examine the other factors, such as
the skill and knowledge of the employee, that can influence business performance.
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INTRODUCTION

Business competition has recently become very tight
which requires companies to further increase their production
results and compete to get the best results by implementing business
strategies and various innovations in the face of competition in
the business environment, including in the creative economy
sector that has so many MSMEs. The creative economy is one of
the priorities of economic development in West Java (Hatammimi
et al., 2022). The number of MSMEs in West Java continues to
show a good growth rate (Putri & Azizah, 2023). Based on data
from West Java Province (2021), MSMEs, especially coffee
shops in West Java province, are spread to various regions with a
large number of around 1,539 MSMEs. This condition implicates
tight competition in the coffee shop business.

The coffee industry in Indonesia currently has a large
market and potential, this potential is shown by the increasing level
of coffee consumption from various social circles. (Riyandi,
2022). Coffee is one of Indonesia's plantation commodities that
are wanted by local and foreign communities. Indonesia is also
known as one of the largest coffee producers in the world (Annur,
2023) and is acknowledged as the 3rd largest coffee-producing
country. According to data from the Indonesian Coffee and
Chocolate Business Association, revenue from the coffee shop
business is expected to reach IDR 80 trillion in 2023 (Mone,
2023). The culinary industry, especially coffee shops in Bekasi
City, has experienced significant growth too, causing high competition
among culinary business actors. In fierce competition, companies
must have strong competitiveness, one of which is to create a
product innovation that can grow their business. They, in various
ways, must continue to survive to gather consumers (Hatammimi
& Pradana, 2022). It also takes the ability to generate new and
different product ideas through innovation, as well as the courage
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to take risks and be optimistic about the success of the ideas
initiated (Hatammimi & Thahara, 2019).

To achieve a good work result, a company must have good
innovation. According to Haryanti & Nursusila (2016), product
innovation is used in the overall operation of the company where
a new product is created and marketed, including innovation in
all functional processes or uses. Innovation is thus essential to
the life of every global food company and the development of
new products is a key activity in the innovation process (Stanton,
2016). According to Mutegi et al. (2015), the performance of
MSMEs is the result or evaluation of company work achieved by
a person or group with the division of activities in the form of
tasks and roles in a certain period with the standards of the
company. Performance is a measure of the success of a business
in achieving its business goals. According to Saputri (2020),
performance is also the result of work that has a strong relationship
with product innovation as an indicator of the success of
performance itself. The performance of MSMEs must also
provide appropriate benefits to increase employee loyalty so that
performance increases (Marlina, 2022).

With the increase in MSMESs in West Java, especially in
Bekasi City, many people's attention is on the performance of
MSMEs, especially the coffee shops. It can be seen in an event
namely Java Coffee Culture 2022 Supports Local Coffee
Business Actors to Go Global & Go Digital. This activity
presents a lot of coffee experts, who reviewed how to optimize
productivity, quality, branding, to the promotion of superior
coffee products (My Click, 2022). Innovations carried out by
MSME coffee shops are ideally based on theories and from
existing research, such as creating product innovations for the
application of customer desires as one of the performance
elements used by several coffee shops. Based on the phenomena,
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problem formulations, and some previous research, the authors
aim to find out the influence of product innovation orientation on
the business performance of coffee shops in Bekasi City.
MATERIALS AND METHODS

Product Innovation Orientation

Innovation orientation is an organization's openness to
new ideas as part of the organization's culture and tendency to
change by adopting new technologies, resources, skills, and
administrative systems (Chen & Huang, 2009). Innovation
orientation describes how innovative an organization is and the
results show that it relates to implementing a proactive growth-based
strategy. The magnitude of the influence of innovation orientation
on MSME performance can be influenced by business age, type
of innovation, and culture that affects innovation (Rosenbusch et
al., 2011). According to Dobni (2010), innovation orientation
consists of four dimensions, namely:

1. Tendency to behave innovatively
2. Innovation infrastructure

3. Influence of innovation

4. Implementation of innovation

Business Performance of MSME

According to Adrian & Mulyaningsih  (2016),
performance is the result achieved by a person according to
measures applicable to the job in question. Sulliyanto and Rahab
(2012) assess business performance through increased profits,
better sales output, increased number of employees, increased number
of customers, reduced complaints, and product dissemination to a
larger market. According to Kaplan & Norton (2020), the
Balanced Scorecard can be used as an important measurement
tool for companies to prepare new thinking in the competitive era
and organizational effectiveness. The Balanced Scorecard can
translate mission and strategy into various objectives and
measures arranged into four perspectives, namely:

1. Financial Perspectives

2. Consumer Perspective

3. Internal Business Process Perspectives
4. Growth and Spending Perspectives

Product innovation orientation certainly has a strong
relationship with the business performance of MSMEs because
innovating in a product can explore business values which will
certainly be a competitive advantage in every aspect of business.
The right product innovation will be able to increase company
sales and the more routine product innovation or product renewal
is carried out, the goal of business performance will increase so it
is estimated that product innovation orientation affects the
business performance of coffee shops in Bekasi City. Therefore,
this research’s first hypothesis is product innovation orientation
has a significant influence on the business performance of coffee
shops in Bekasi City.

This research is causal descriptive research. This
research explains the relationship between two variables using
causal properties, including dependent and independent variables
(Sugiyono, 2017). Data is analyzed and presented quantitatively
through descriptive analysis and simple linear regression. The
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research strategy used is a survey by distributing questionnaires.
Because the official current number of coffee shops in Bekasi City
is not available, this study uses a formula by Cochran (1997) to
determine the number of samples. With an accuracy rate of 5
percent, a confidence level of 95 percent, a Z value equal to
1.960, and an error rate of 10 percent, the formula yields 96.04
which was rounded to 100. Therefore, the number of respondents
to this study was 100 respondents. The independent variable in
this study is product innovation orientation, while the dependent
variable in this study is business performance. The scale used in
the questionnaire is the level 5 Likert scale. Sample collection used
a non-probability sampling method with a purposive sampling
technique to get samples that match the criteria needed in this
study. The sample criteria taken are the coffee shop business
actors in Bekasi City. The questionnaire distributed has gone
through validity and reliability tests first. The validity test was
performed using the Pearson Product Moment formula, while the
reliability test utilized Cronbach's Alpha method.
RESULTS AND DISCUSSION

Validity and Reliability Test

Before discussing the results of descriptive analysis, it is
important to pay attention to the results of validity and reliability
tests that have been carried out. The results of validity testing are
useful for evaluating how precisely the suitability between the
data collected from the object of research with the data that
researchers can report. Based on the results of the validity test
using SPSS, the values obtained for all seven statements of
Product Innovation Orientation and eight statements of Business
Performance have a calculated t result that is greater than the
standard value. The significance value of 2-tailed also has a
smaller value compared to the level of significance. This result
indicates that the entire statements are valid. Furthermore, the
reliability test results show that seven statements of the Product
Innovation Orientation and eight statements on the Business
Performance have Cronbach's Alpha value that exceeds the limit
value considered acceptable for the indicator. These tests show
that both, Product Innovation Orientation and Business
Performance, have acceptable and trustworthy reliability.

Characteristics of Respondents

Based on data from 100 respondents of this study, the
characteristics of respondents based on age were dominated by
respondents aged 25-44 years with a percentage of 63%,
followed by ages 20-24 years with a percentage of 26%, and ages
45-64 years with a percentage of 11%. If classified based on
education, it is dominated by undergraduate respondents with a
percentage of 81%, followed by diplomas with a percentage of
13%, postgraduate at 7%, and secondary school / lower at 6%.
The proportion of respondents based on position is dominated by
owners at 69%, while store managers at 31%. If classified by the
number of employees, the proportion is dominated by the
respondents who have 5-19 employees by 62%, followed by 20-
99 employees by 31%, respondents with 1-4 employees by 6%,
and 100 people and more by 1%. Moreover, annual income
classification is dominated by respondents with annual income
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less than IDR 200 million with a percentage of 54%, followed by income that is bigger than IDR 2 billion of 2%. Based on these

between IDR 200 million and IDR 2 billion 44%, and annual

classifications, respondents are dominated by micro-scale enterprises.
Descriptive Analysis

Table 1. Assessment of Product Innovation Orientation

Statement Score Category
PIO1 88.8% “erv High
PIOZ2 02 2% “erv High
PIO3 91% Vervy High
PIO4 83% Hich
PIOS 02% “erv High
PIOG 88.2% Vervy High
PIO7 04 8% “erv High
Total o0% Very High

Based on Table 1, all the indicators of product
innovation orientation are positively perceived by the respondents.
PIO7 is the highest-rated statement with a score of 94.8% and falls
into the very high category. This category indicates that
respondents have strongly implemented the innovation in their
coffee shops. Moreover, the lowest respondent assessment score

on the product innovation orientation variable is found in the
P104 statement with a score of 83%. This PIO4 item states that
the coffee shop has conducted organizational learning that will
later be applied to its business. Although this statement received
the lowest assessment score, the assessment category was still
included in the high category.

Table 2. Assessment of Business Performance

Statement Score Category
BPS 85.8% Very High
BP9 83 8% High

BP10 03 2% Very High
BP11 85 2% WVerv High
BP12 02 4% Very High
EP13 92%% Wery High
BP14 91 4% WVerv High
BP15 80 9% Very High
Total B0 2% Very High

Based on Table 2, all the indicators of business
performance are positively perceived by the respondents. BP10
is the statement with the highest score of 93.2% and falls into the
very high category. This result indicates that respondents
strongly agree with the rise of productivity in their coffee shops.

On another hand, the statement that received the lowest score
was BP9 at 83.8%. However, BP9 is still in the high category. In
this indicator, respondents agree that they made cost savings in
their businesses.

Table 3. Results of Analysis of Variance

Type

F Sig.

Regression

68.646 000

From the results of variance analysis (ANOVA), we
obtained an F count of 68.646 with a significance level of 0.000.
This value is smaller than 0.05 so an influence can be identified
between the Product Innovation Orientation and the Business
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Performance. Further, the regression equation is presented as
follows:

Y =a+bX

Y =11.420 + 0.771X
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From the regression equation, it can be indicated that the
consistency value of the business performance variable is 11.420.
With a product innovation orientation regression coefficient of
0.771, it can have interpreted that for every addition to the
product innovation orientation value, the business performance
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value increases by 0.771. The regression coefficient is positive,
so it can be said that the direction of influence of these two
variables is positive.

Table 4. T Test Results

Type

Product Innovation
Omnentation

Hypothesis Test
t Sig.
8.285 .000

Table 5. T Table a 5% One-Tailed Test

Df

0.025

98

1.984

t table = Ea,f‘zj; n-k-1

ttable =(0,025/2); 100 — 1 — 1)
t table = (0.025; 98)

ttable = (1.984)

The results of the t-test show the significance value of the
effect of product innovation orientation on business performance of
0.000, where the value is less than 0.05. Furthermore, the
calculated t value is 8.285 where the value is greater than the

table t value of 1.984. Because of this result, it can be indicated
that the hypothesis test proves that there is an impact of Product
Innovation Orientation on Business Performance.

Coefficient of Determination

Table 6. Coefficient of Determination

Type

R Square

1

412

The results of the coefficient of determination test show
a value of r2 or a coefficient of determination is 0.412. This
result shows that the Product Innovation Orientation variable
provides more than half of the information needed to predict the
Business Performance variable. The magnitude of the influence
of Product Innovation Orientation on MSME Performance is
41.2 percent.

If compared to previous studies, this study is in line with
and strengthens Ayinaddis (2023) and Rynardo & Utama (2021)
which shows the influence of product innovation orientation on
MSMESs’ business performance. There is a difference in the value of
the influence of product innovation orientation on MSME’s
business performance between this research and Ayinaddis (2023)
and Rynardo &; Utama (2021). This is reasonable considering
the similarities and differences, namely Ayinaddis' (2023)
research examines the manufacturing company’s performance
subsector and Rynardo & Utama (2021) examine the culinary
subsector. Furthermore, this study also strengthens the research
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