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Abstract: The research aims to determine the relationship between market orientation and
competitive advantage, to determine the relationship between product innovation and
competitive advantage. The method used in this research is a literature study, by collecting
shared information related to the variables discussed. Namely related to product innovation,
market orientation, and competitive advantage. This data and information was obtained through
electronic media and then analyzed to determine deeper relationships between variables. The
results of this research reveal that market orientation has a positive and significant effect on
competitive advantage, this means that the better the company is in responding to market
orientation, the company's competitive power and advantage will increase. Product innovation
has a positive and significant effect on competitive advantage. This means that the more
innovative a company is in developing new products or services, the higher the level of
competitiveness of the company.
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INTRODUCTION

Today's global market has become increasingly dynamic and competitive, with
companies competing for customer attention and preferences. In facing this intense
competition, companies need to have an effective strategy to create sustainable competitive
advantages. Competitive advantage is very important for companies because having an
advantage means the company can beat competitors (J. Setiawan, 2023). Two key factors that
are believed to have an important role in achieving competitive advantage are product
orientation and product innovation.

Product orientation refers to a company's focus and deep understanding of the products
they offer to the market. This involves a deep understanding of customer needs, preferences,
and expectations, as well as the ability to produce products that meet or even exceed those

92|Page


https://research.e-greenation.org/GIJTM
https://doi.org/10.38035/gijtm.v2i2
https://creativecommons.org/licenses/by/4.0/
file:///C:/Users/jodit/Downloads/gunturadesaputra.gas@gmail.com
mailto:hapzi.ali@gmail.com
file:///C:/Users/jodit/Downloads/yayan.hendayana@dsn.ubharajaya.ac.id
mailto:gunturadesaputra.gas@gmail.com

https://research.e-greenation.org/GIJTM, Vol. 2, No. 2, June 2024

expectations. By having a strong product orientation, companies can develop relevant products
and in demand by the market, strengthen their position in the market, and increase their
competitive advantage (Nuvriasari & Sumiyarsih, 2023).

Product innovation is an important key to maintaining company relevance in a rapidly
changing market (Harini et al., 2022). Product innovation includes not only the development
of new products but also improvements to existing products to respond to changing market
needs and demands. Companies that can innovate continuously in their products will have a
significant advantage in attracting customer attention, maintaining their loyalty, and winning
competition in the market. Although the importance of product orientation and product
innovation in achieving competitive advantage has been widely recognized, there is still
potential to further explore the relationship between these two factors and their impact on
overall business performance. Therefore, this research aims to investigate the influence of
product orientation and product innovation on competitive advantage in a competitive market
context. Thus, the formulation of this research problem can be written as follows:

1. Is there an influence of market orientation on competitive advantage?

2. Is there an influence of marketing innovation on competitive advantage?

METHOD

This research uses a literature review method, which requires systematic exploration,
evaluation, and analysis of related literature obtained from various scientific sources. This
method examines elements related to competitive strategy, market orientation, and product
innovation. This approach requires careful examination of diverse and reliable sources,
allowing the author to form an argument based on existing theory and previous research. By
involving a variety of reputable materials, the literature research method allows for a more in-
depth exploration of the interconnected relationships between these factors.

RESULTS AND DISCUSSION
Competitive advantage

(Day & Wensley, 1988) defines competitive advantage as source -> position ->
performance. This means that Day and Wesley define competitive advantage into 3 aspects,
namely the first "Sources of Advantage" theory emphasizes how superior skills and resources
can be transformed into sustainable and competitive positions of advantage in the market.
Superior skills and resources, when strategically optimized, can result in a competitive
advantage position in the marketplace. This position not only makes the company more
efficient and responsive to market changes but also creates obstacles for competitors to imitate
or reach the same level. The second is "Positions of Advantage" This theory emphasizes the
importance of selecting and optimizing appropriate strategies to achieve and maintain
competitive advantage in the market. The third is “Performance Outcomes” This theory
highlights that although market share and profitability are popular measures for measuring
competitive advantage, there are limitations to their use as leading indicators. It is also
important to consider alternative measures such as customer satisfaction that can provide
deeper insight into how a company's superior position is perceived by the market. In using
market share as an indicator, companies must ensure that the share is obtained in a way that is
difficult to imitate and in a stable market.

Another definition is explained by (Al-Rfou & Trawneh, 2010) "Competitive advantage
is defined as the ability of an organization to add more value to its customers than its rivals
and thus attain a position of relative advantage, the challenge is to sustain any advantage once
achieved”, The meaning of this statement is that competitive advantage is defined as the ability
of an organization to add more value to its customers compared to its competitors so that the
organization can achieve a better position relative to its competitors. The main challenge faced
is how to maintain this advantage once it has been achieved. This definition is in line with that
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explained by (Kurniawan & Yun, 2018) according to which competitive advantage is the ability
of a company to provide more value to customers compared to its competitors. Furthermore
(Chong & Ali, 2022) explained that competitive advantage is not only limited to fellow
companies in existing industries, but also comes from customers, suppliers, substitute products,
and potential new entrants.

From the definitions above, it can be concluded that competitive advantage is about how
an organization can provide more value to customers than its competitors, achieve a better
position in the market, and face challenges to maintain this advantage in the long term.

Market orientation

Market orientation according to (Aldas-Manzano et al., 2005) "explained that market
orientation is the focus of strategic planning for a business unit which must meet several
demands in the form of all functions within the company being able to absorb all important
information that influences purchasing, strategic decisions made inter-functionally and
between divisions, and divisions and functions. carry out good coordination and have a sense
of commitment in carrying out marketing activities" he explained that a company must focus
on collecting and understanding relevant market information, making coordinated strategic
decisions between functions and divisions, and ensuring that all parts of the company are
committed and collaborate in implementing marketing activities. This aims to ensure that
companies can be more responsive to needs and changes in the market so that they can compete
more effectively.

Another definition explained by (H. Setiawan, 2012) according that, market orientation
is a company culture that can lead to increased marketing performance. Market orientation has
three components, namely customer orientation, competitor orientation, and inter-functional
coordination. Market orientation refers to the involvement of all parts of the company, is cross-
functional, market information intelligence activities, identifying the needs of market players,
especially consumers, suppliers, and competitors. (Alwi & Handayani, 2018).

From the definitions above, it can be concluded that market orientation is a company
approach that focuses on collecting and understanding market information, making coordinated
strategic decisions between functions and divisions, and ensuring that all parts of the company
are committed and working together in carrying out marketing activities. This aims to increase
the company's responsiveness to market needs and improve marketing performance.

Product Innovation
Innovation can be interpreted as a discovery that is different from what already exists or
what was previously known (Hendayana et al., 2019). Meanwhile, products can generally be
explained as Products that are anything offered by producers to consumers to fulfill their needs
or desires. So product innovation is finding a product or something new to offer to consumers.
This definition is almost in line with that explained by (Kotler, 2007), according to which
product innovation is any good, service, or idea that is considered something new.
Furthermore (Haryono & Marniyati, 2017) explained that one form of product innovation
is the existence of new products. New products include original products, improved products,
modified products, and new brands developed through research and development efforts. There
are 5 new product categories, including:
1. A truly new product, namely a new product as a result of innovation
2. create new markets.
3. New product line, namely a new product that allows a company to enter a previously
existing market for the first time.
4. Additions to existing product lines, for example, can provide additional sizes, shapes,
different contents, and so on.
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5. Improvements are revisions to existing products. This can be done by adding new
features or models, changing processing requirements/needs, and changing product

elements.

6. Repositioning costs. New products that deliver the same performance at a lower cost.

Relevant Previous Research

No Author Previous Research Equations of Differences of
Research Research
1. (Noviani, Product innovation Using product Does not use
2020) influences competitive innovation and market orientation
advantage competitive advantage variables
variables
2. (Nurmali & Product innovation Using product Does not use
Halolho, influences competitive innovation and market orientation
2020) advantage. competitive advantage variables.
variables
3. (Nurseto, Market orientation Using market Does not use
2016) influences competitive orientation and product
advantage. competitive advantage innovation
variables. variables
4. (Haryono = Market orientation and  Using variables Does not use
& product innovation Market orientation and competitive
Marniyati, influence business product innovation. advantage
2017) performance.. variables
5. (Haryono = Market orientation Using market Does not use
& influences competitive ~ orientation and product
Marniyati, advantage. competitive advantage innovation
2017) variables. variablesOrientasi
pasar berpengaruh
Terhadap
keunggulan
bersaing

6. (Dwisakti
etal., 2023)

Product innovation
influences competitive
advantage.

Using product
innovation and
competitive advantage
variables.

The Influence Of Market Orientation On Competitive Advantage
The influence of market orientation on competitive advantage is very significant in a

Does not use
market orientation
variables

business context. One of these is proven in research conducted by (Nurseto, 2016). The results
of this research state that market orientation has a positive and significant effect on competitive
advantage. By having a strong market orientation, companies can better understand customer
needs, preferences, and expectations. This way, they can develop products or services that are
more in line with what the market wants, giving them a competitive advantage. Market
orientation allows companies to be more responsive to changes in the business environment,
market trends, and customer preferences. By properly understanding the market, companies
can quickly adapt their strategies, develop new products, or improve services according to
market needs.
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The results of this research are strengthened by several other studies such as (H. Setiawan,
2012), later (Nurseto, 2016), and (Handayani & Wati, 2020). Several studies reveal that market
orientation influences competitive advantage.

Through good market orientation, companies can identify unfulfilled market
opportunities or areas where they can excel compared to competitors. This allows them to
design appropriate strategies to exploit these opportunities and gain a competitive advantage.
By understanding the market and its competitors, companies can identify competitors'
weaknesses and explore areas where they can excel. This allows them to develop more effective
strategies to deal with competition and create a competitive advantage.

With a strong market orientation, it encourages innovation in product and service
development. By understanding customer needs and desires, companies can create more
innovative products and more attractive services, which can be a source of competitive
advantage. So it can be said that the influence of market orientation on competitive advantage
is very important in ensuring the long-term success of a company in a competitive market. By
understanding the market well and being responsive to changes, companies can maintain a
strong position and win the competition in the market.

The Influence Of Product Innovation On Competitive Advantage

Likewise, the influence of product innovation on competitive advantage is quite
significant, this is proven by several studies such as those conducted by (Noviani, 2020). The
results of this research state that product innovation influences competitive advantage. These
results are reinforced by other research such as that conducted by (Nizam et al., 2020). The
results of this research reveal that product innovation has a positive and significant effect on
competitive advantage. This means that if the company is more innovative in finding new
products or services, the higher the level of competitiveness of the company.

Through product innovation, it allows companies to create products that are unique and
different from their competitors. By having better features or functions, or even completely
new products, companies can attract customers' attention and differentiate themselves in the
market. Innovation can certainly lead to improvements in product quality, whether in terms of
durability, performance, or other aspects that make products more desirable to consumers.
Higher quality can give a company a competitive advantage in meeting customer needs better
than competitors.

Innovation in products can bring efficiencies in the production, distribution, or use of
products. This can result in lower costs or increased efficiency, which in turn can result in more
competitive prices or increased company profitability. Innovation allows companies to be more
responsive to market changes, consumer trends, or new customer needs. By having innovative
products, companies can more quickly adapt to market changes and maintain their relevance
in the eyes of consumers.

This finding is strengthened by several other studies which reveal that product innovation
has a positive and significant effect on competitive advantage. These include research
conducted by (Nurmali & Halolho, 2020), (Nurussakinah et al., 2018), (Nugraha &
Sukaatmadja, 2020), (Dwisakti et al., 2023).

9% |Page


https://research.e-greenation.org/GIJTM

https://research.e-greenation.org/GIJTM, Vol. 2, No. 2, June 2024

Conceptual Framework

Market

) i H1

Orientation \

(X1 Y, Competitive
. % Advantage (Y)

Product

Innovation (X2)
J

Figure 1 Framework

Based on the data above, it can be seen that market orientation and product innovation
influence competitive advantage.

CONCLUSION

Based on the previous discussion, it can be concluded that the influence of market
orientation on competitive advantage in business is very significant. Research (Nurseto, 2016)
and other studies show that market orientation contributes positively and significantly to
competitive advantage. Market orientation allows companies to better understand customer
needs and preferences, respond quickly to market changes, identify market opportunities, and
develop product and service innovations. Thus, companies can come up with effective
strategies to overcome competition and maintain a strong position in the competitive market.

Then product innovation also applies the same thing where product innovation has a
positive and significant effect on competitive advantage. This means that the more innovative
a company is in developing new products or services, the higher the level of competitiveness
of the company. Product innovation allows companies to create products that are unique and
different from their competitors, improve product quality, produce efficiency in the production
process, and make the company more responsive to market changes and customer needs.
Overall, product innovation is an important factor that can increase a company's competitive
advantage in a competitive market.
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