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ABSTRACT

Thepurposeofthisstudyistoexaminetheeffectofcompetitor-sensingcapabilityandcustomer-
sensingcapabilityonthesuccessofproductinnovationandSMEperformance.Thesampleofthis
studywas294IslamicfashionbusinessinCentralJava.Thisstudyusesstructuralequationmodeling.
AMOSversion20isusedtoprocessdata.Theresultsofthisstudyindicatethattherearedifferent
results between competitor and customer-sensing capability. Competitive sensing capability is a
drivingfactorincreatingsuccessinnovationproductscomparedtocustomersensingcapabilities.
This studyalso found thatcompetitorandcustomersensingcapabilitieswereunable to improve
marketing performance. Marketing performance can enhance if entrepreneurial orientation and
productinnovationsuccessarealsoimproved.Thisstudycontributestopractice.
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1. INTRoDUCTIoN

Attheendof2015,afreemarketwasappliedincountriesbelongingtotheAssociationofSouth
EastAsiaNations(ASEAN).CountriesincludedinitincludeIndonesia,Singapore,Malaysia,the
Philippines,Thailand,Vietnam,Brunei,Myanmar,Cambodia,andLaos.Thefreemarketwillbenefit
countriesinitbecausethemarketsharewillbebroaderandmoreprofitable.Thedevelopmentof
creativeindustriesinASEANcountrieshastheopportunitytoexpandabroad,oneofwhichisthe
Islamicfashionindustry.BasedondatafromthelargestIslamicfashionexporterin2014thefirst
rankwasBangladesh,amountingtoUSD22billion,secondplacewasTurkeyforUSD14billionand
thirdplacewasIndonesiaforUSD11.78billion.Indonesiahasagreatopportunitytodevelopthe
Muslimfashionindustry.IncreasingtheexpansionofIndonesiaIslamicfashionabroad,theIslamic
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fashionindustrymustchangethewayofflinemarketinggoesonline.Anotherwayistoincreasethe
exhibitionandfashionshowinmembercountriesoftheASEANEconomicCommunity.

Product competitiveness and innovation are vital in the Islamic fashion industry. Product
competitivenessandinnovationareimportantfactorstoimproveSMEperformance(Ardyan,2016;
Ardyanetal.,2016;Ardyan&Sugiyarti,2018;Sugiyarti&Ardyan,2017).Productcompetitiveness
can mean that SME products are better quality than their competitors (Luo, 2010). Product
competitivenessisobtainedbecauseofsuperiorquality(Ardyan&Sugiyarti,2018)andtheability
ofSMEstoinnovate(Liu&Jiang,2016).Factorsdrivingproductinnovationincludeknowledge
sharing(Baoetal.,2012;Jenny,2005;Wang&Wang,2012),relationshipandnetworking(Ardyan
etal.,2016;Faridaetal.,2017),andco-creation(Hidayantietal.,2018).

TheabilityofSMEs to sense the environment is very important forSMEs.Market sensing
capabilitycanbe interpretedas thecompany’sability to learn (Day,2002),understand, anduse
information(Koketal.,2003)aboutmarketswiththeaimofanticipatingchangesinthemarket(Foley
&Fahy,2004).Theabilitytosensecustomerswillhaveanimpactonincreasinginnovation(Ardyan,
2016;Calantoneetal.,2002;Sugiyarti&Ardyan,2017;Zhang&Wu,2013),speedtomarket(Ardyan,
2016),qualityofmarketentry(Sugiyarti&Ardyan,2017),andbusinessperformance(Lindblom
etal.,2008).Adequateinformationwillbeabletoinfluencethecompany’sresponse(Daugherty
etal.,1995).Companiesthatareabletorespondwillhaveanimpactontheirexportperformance
(Darmawulanetal.,2018).

Day(2002)danOlavarrietaandFriedmann(2008)explainthatmarketsensingcapabilityisa
learningprocessforcustomers,competitors,andotherparties.Inthisstudy,wedividemarketsensing
capabilitiesintotwotypes,namelycompetitor-sensingcapabilityandcustomer-sensingcapability.The
useofcompetitorandcustomer-sensingcapabilityisveryrareinpreviousliterature.Thisresearch
contributestotheknowledgeofhowcompetitorandcustomersensingcapabilitieshaveanimpact
onproductinnovationsuccessandSMEperformance.Thepurposeofthisstudyistoexaminethe
effectofcompetitor-sensingcapabilityandcustomer-sensingcapabilityonthesuccessofproduct
innovationandSMEperformance.

2. LITERATURE REVIEW

2.1. Quadruple Helix
Intheearly1990s,theTripleHelixconceptwasoneofthebasicconceptsofinnovationdeveloped
byHenryEtzkowitzandLoetLeydesdorff.Thetriplehelixconceptwhichexplainstheneedfora
relationshipbetweentheUniversity,IndustryandtheGovernmentinthedevelopmentofinnovation
(Hoffman&Novak,1996).Initsdevelopmenttheconceptoftriplehelixdevelopedintoaquadruple
helix.ThequadruplehelixconceptwasdevelopedbyEliasG.CarayannisandDavidF.J.Campbell
in2009(See-To&Ho,2014).TheQuadruplehelixconceptincludescivilsocietyorthepublicinto
University,governmentandindustryrelations.Thepublicreferredtointheconceptofquadruplehelix
isthephysicalenvironmentandsocialenvironment(Mauri&Minazzi,2013).Thehelixquadruple
approachinthecontextofinnovationisimportanttoexplore(Galvaoetal.,2017).TheQuadruple
Helixisamodelofinnovationandcollaborationwithacivilsocietyperspective.Quadruplehelixis
veryimportantforneedssuchashealthservicesorotherservices.

2.2. Market Sensing Capability
TheconceptofmarketsensinginitiallystatedbyDay(1994).Marketsensingisoneofdynamic
capabilitiesthatshouldbeownedbythecompany.Marketsensingcapabilitiesareabletoobservethe
varioustrendsandchangestakingplaceinthemarket.Teece(2007)explainsthatthiscapabilityis
partofthedynamiccapabilitiesthatareneededinanenvironmentthattendstochangetochangeand
uncertain.Organizationssystematicallyandproactivelylearnaboutanychangesthataffectcustomers,
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