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Market uncertainty can be caused by a constantly changing consumer preference, and it is market uncertainty that drives companies to continue to innovate. Some
research results indicate that learning effect the market orientation and innovations that occur within an organization. Nevertheless, research on influence of learn-
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greatly to the development of the country by providing employment and increasing national income. Therefore, learning effectiveness and its impact on the market
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innovation, and performance of SMEs. In addition, the study proposes and tests effective training models and their impact on market orientation, innovation, and
performance of SMEs.
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CypamHa C. Bnaue egpekmueHOCMi HABYAHHSA HA PUHKOBY
opienmayito, iHHosayii ma npodykmusHicme MCI1
Hegu3HayeHicmb puHKy moxce bymu UKAUKAHA MOCMIlHO 3MiHIOBAHOK
11epesazoro Croxueayis, i came pUHKOBA HEBU3HAYEHICMb COHYKAE KOM-
naHii npodosxysamu enposadxysamu iHHosauii. Pesyabmamu Oesxux
docnidneHb MOKA3yMb, WO HABYAHHA BMAUBAE HA PUHKOBY OPiEHMAYit0
ma iHHosauii, wo eidbysarmeca ecepeduHi opeaHizauii. Mpome docsi-
03ceHHA w000 8r/ugy eheKmugHOCMi HABYAHHA HA PUHKOBY OpiEHMayito,
iHHo8aYii ma npodykmueHicme manux i cepedHix nidnpuemcme (MCIT), Ak
i paHiwe, minimaneHi. Yeniwni MCIT 6ydymb 3Ha4HOW Mipoto cnpuamu
pO38UMKY KpaiHu wasxom 3abe3neyeHHs 3alHamocmi ma 36inbWeHHs
HayjioHanbHo20 00xody. Tomy ehekmusHicmb HaBYaHHA i (020 8MAUG HA
PUHKoBY opieHmauyito, iHHosauii ma npodykmuexicme MCI cmaHoensame
iHmepec 019 0ocnidHuKie. Lie 00C/1i0HeHH: NOACHIOE KOHUENUto HABYAHHA
i ii 8nnue Ha puHKosy opieHmayito, iHHosayii ma npodykmueHicme MCIT.
Kpim moeo, 6 docnioxeHHi nponoHylomeca i mecmyiomeca egpekmusHi
Modeni HaBYAHHA | iX 8NAUS HA PUHKOBY OpieHmayito, iHHosauii ma npo-

dykmueHicme MCIT.

Kntouoei cnosa: Has4aHHsA, opieHmayia Ha puHoK, iHHosayjii, npodykmus-
Hicme nionpuemcmea, MC.

Puc.: 1. Tabn.: 4. bi6n.: 26.
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CypamHa C. BausHue ahgpekmusHocmu 06yveHus Ha PbIHOYHYHO
opueHmayuto, UHHOBaYuu u npoussodumensHocmo MCI1

HeonpedeneHHocmb poiHKA Moxem Obimb BbI38AHA MOCMOAHHO Me-
HAWUMCA npednoymeruem nompebumenel, U UMEHHO PbIHOYHOA He-
onpedeneHHocms mobymoaem KOMAAHUU mpo0oaHams 8HeOpAMb UH-
Hosayuu. Pesyabmamsl Hekomopslx uccnedosaHuli Mokasviearm, 4mo
obyyeHue enusem Ha PLIHOYHYIO OPUEHMAYUIO U UHHOBAYUU, MPOUCX00A-
Wue 8Hympu opeaHu3ayuu. Tem He MeHee, UCCIE00BAHUA MO BAUAHUID
hpekmusHOCMU 06YYeHUA HA PLIHOYHYIO OPUEHMAYUK, UHHOBAYUU
U mpou3sodumensHoCMb Masbix U cpedHux npednpusmul (MCM) no-
npexHemy MUHUManbHel. YcnewHsie MCI1 6ydym e 3HayumesnsHol mepe
crnocobcmeosams passumuto Cmpaxsl mymem obecneverus 3aHAmocmu
U y8enuyeHus HayuoHanbHozo 0oxoda. Moamomy aggekmusHocmb 06y-
YeHUA U e20 8UAHUE HO PbIHOYHYI OPUEHMAYUID, UHHOBAYUU U MPOU3-
godumenbHocme MCIT npedcmasnaom uHmepec 04 uccnedosamenei.
[JaHHoe uccnedosaHue 0bbACHAEM KOHUenyut oby4yeHus u ee 8nuaHue
HA PLIHOYHYIO OPUEHMAYUI0, UHHOBAYUU U npou3godumensHocms MCTI.
Kpome mozo, 8 uccnedosaHuu npednazaomea u mecmupyromes 3¢ eek-
mugHble Mooenu 0byYeHUs U UX 8AUAHUE HA PbIHOYHYIO OPUEHMAYUIO,
UHHOBAYUU U Mpou3sodumensHocmb MCII.

Kntouesbie cno8a: 06yyeHue, opueHMayus Ha puIHOK, UHHOBAYUU, MPOU3-
8odumesnoHocmb npednpusmus, MC.

Puc.: 1. Taba.: 4. buba.: 26.
CypamHa Cypamua — Gakynemem COUUANbHbIX U MOAUMUYECKUX HAYK,
YHuUsepcumem HAYUOHAAbHO20 pasgumus «BemepaH» [MoKbAKapma

(Jalan SWK 104 (CesepHbili kpye), KoHdoHekamyp, [xokbakapma, 55283,
UHOoHe3us)

Introduction. Innovation is the key word to win the
growing business competition. Market uncertainty can be
caused by a constantly changing consumer preference and
market uncertainty that drives companies to continue to inno-
vate. Companies implement innovation as the main strategy to
win the competition and only high-innovative companies can
compete and grow. A lot of research has been done to find out
how the innovation was built within an organization in order

to improve the organization’s performance. Nevertheless, re-
search on the factors that influence the formation of innova-
tion and its development within an organization should still be
developed.

Some research results indicate that learning contribute
to the market orientation of an organization and innovations
that occur within it, among them are the results of studies by
Farrell and Oczkowski [1], Baker and Sinkula [2], and Slater and
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Narver [3]. Nevertheless, research on the influence of learn-
ing on the effectiveness of market orientation, innovation, and
performance of Small and Medium Enterprises (SMEs) is still
very minimal. However, the relationship between innovation
and organizational performance has received much attention.
Research on overall market orientation and firm performance
is demonstrated by Horng and Chen [4] and Pelham [5]; market
orientation and export performance by Hart and Tzokas [6];
market orientation and financial performance by Dolinger [7];
as well as the relationship between innovation and company
performance by Aharoni [8].

SMEs have different characteristics compared to large-
scale enterprises. Characteristics of SMEs in developing coun-
tries in terms of ownership, organizational formality, resources,
and flexibility are unique compared to large companies. SMEs
have limited resources, despite having high flexibility. Most of
the owners of SMEs in Indonesia play the role of managers, so
there is no limit between the owner and manager of the compa-
ny. In Indonesia, various related community components such
as government, universities, non-government organizations,
and companies contribute to the development of SMEs in order
to improve the performance of SMEs by providing training and
mentoring for SMEs management.

The progress of SMEs is determined not only by inter-
nal factors influencing their functioning, but also by external
factors through learning programs. Successful SMEs will con-
tribute greatly to the development of the country by provid-
ing employment and increasing national income. Therefore,
learning effectiveness and its impact on the market orienta-
tion, innovation, and performance of SMEs is of interest for
researchers.

The purpose of this study is to test empirically the rela-
tionship between the effectiveness of SMEs training and mar-
ket orientation, innovation and performance of SMEs. This
research will explain the concept of training and its effect on
market orientation, innovation, and performance of SMEs. In
addition, the study will propose and test effective training mod-
els as well as their impact on market orientation, innovation,
and performance of SMEs.

Conceptual Framework. The Effect of Traning Effec-
tiveness on Market Orientation, Innovation, and Performance
of SMEs

Training is one of the most commonly used human re-
source development interventions and is the pillar and the stage
of the empower program. The main objective of training is to
improve the competence in order to achieve the company’s ob-
jectives [9]. According to McManus and Russell [10], learning
is every effort to improve performance. Training is an integrat-
ed way that is oriented to actual performance demands, with an
emphasis on skill development, knowledge, and abilities.

Elnaga and Imran [11] state that without proper training,
companies are unable to receive information and ensure com-
petence development to maximize their potential. In a small
company in a developing country, most of the company owners
work as managers as well, so training for the owner / manager
becomes very important.

In many cases in Indonesia, training is undertaken on
the initiative of the government or other non-governmental
institutions, so that the motivation of SMEs in the training pro-
gram should get attention. Strong commitment and support of

the organization is a successful capital of a training program.
An organizational leader is instrumental in determining the
success of learning in order to improve organizational per-
formance [12]. SME training aims to improve market insight,
skills, and innovation, where the ultimate goal is to improve the
performance of SMEs. Based on the above opinion, it can be
concluded that effective training will improve the understand-
ing of SMEs on the market, improve product innovation, and
ultimately will improve the performance of SMEs as a whole.

HI: Training effectiveness has a significant effect on
Market Orientation of SMEs.

H2: Training effectiveness has a significant effect on In-
novation Ability of SMEs.

H3:Training effectiveness has a significant effect on Per-
formance of SMEs.

* The Influence of Market Orientation on Innovation

Baker and Sinkula [13] argue that market orientation is
the extent to which a company acquires, distributes, and uses
market information, as input data for innovation processes. Ac-
cording to the authors, market orientation will encourage com-
panies to absorb important information the company needs,
improve knowledge, experience, skills, as well as ideas to im-
prove the product. Knowledge generated by market orientation
will foster innovation. They demonstrate the effect of learning
orientation or market orientation on innovation driven organi-
zational performance. In their research Baker and Sinkula [13]
present a model for measuring the degree to which market ori-
entation and learning orientation influence organizational per-
formance, independent of their effect on product innovation.
The implications are important because they provide insights
into the type of organizational culture that is associated with
high levels of performance.

H4: Market Orientation has a significant effect on Inno-
vation of SMEs.

* The Effect of Market Orientation on SMEs Perfor-

mance

According to Pelham [5], a market-oriented company
will have excellent market information. The ability to collect
and process information allows them to accurately and quickly
predict market requirements and changes, so that they can
promptly respond to them. The results of this study are also
supported by previous research conducted by Wilson and Pe-
terson [14], Meziou [15], as well as Pelham and Wilson [16].
Horng and Chen [4] have also discussed the effect of market
orientation on the performance of a company and the competi-
tive advantage that it possesses. The market orientation that
SMEs possess provides a potential competitive advantage over
large companies. This is because SMEs are closer to customers;
able to exploit customer needs and desires quickly and more
flexibly; capable of transferring and realizing customer intel-
ligence quickly and with little difference; have the thin layer of
SME organization and bureaucracy; can implement the mar-
keting plan quickly due to lack of formality.

HS Market Orientation has a significant effect on Perfor-
mance of SMEs.

* The Influence of Innovation on Performance of

SMEs

Keizer, Dijkstra, and Halman [17] as well as Motwani,
Dandridge, Jiang, and Soderquist [18] noted that SMEs must
be innovative to gain a competitive advantage because of re-
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source constraints, vulnerability to market uncertainty, turbu-
lence in the business environment, and the power of customers
and suppliers broad. Appiah-Adu and Singh [19] stated that
what matters most for SMEs is innovation under environmen-
tal uncertainty as a result of the lack of competence to utilize
technology as a means of new product development, cost ef-
fectiveness, operational efficiency, anticipation of market niche
that continues to grow, and part of the innovation process it-

self. Nevertheless, the positive role of corporate innovation on
corporate performance is supported by many theoretical and
empirical studies of new product development, adoption and
diffusion technologies, process improvement, and innovation
[20]. SMEs can achieve leadership positions by implementing
aggressive innovation strategies in niche industries.
Hé6:Innovation has a significant effect on Performance of

SMEs.

Fig. 1. The hypothesis model

Research Method. To test the above hypothesis, the
multi item scale is taken from previous research. All constructs
are measured using 5 Likert scales ranging from “strongly dis-
agree” (1) to “strongly agree” (5). The unit of analysis of this
research is SMEs that in at least for the last five years have
voluntarily attended training conducted by the government or
other institutions. The data collection tool uses a questionnaire
filled by the main manager of SMEs. Before the questionnaires
were distributed, the researchers conducted focus group dis-
cussions with 40 SME owners to get feedback on questionnaire
items related to the assessment, especially for the variables and
sentences used in the questionnaire to be easily understood by
the respondents. After the questionnaire was improved, the
questionnaires were distributed to 180 SMEs engaged in cre-
ative industries in Bantul District of Yogyakarta. There were
collected and processed the data provided by as many as 150
respondents.

The effectiveness of training SMEs is measured using in-
struments developed through Focus Group Discussion (FGD).
The training effectiveness items include aspects concerning ease
of receiving training materials, ease of implementing training
materials, benefits to individuals, benefits to the company, and
fostering new ideas for the company. The empirical measure-
ment of market orientation was conducted by some experts,
among others by Narver and Slater [21], Kohli, Jaworski, and
Kumar [22], Hunt and Morgan [23], and Ruekert [24]. Mar-
ket orientation indicators in this study include: collection and
use of market information, development of a market-oriented
strategy, and implementation of the market-oriented strategy.
The scale of corporate innovation is adapted from Calantone,
Cavusgil, and Zhao [20]. Calantone, Cavusgil, and Zhao [20]
define company innovation as an openness to new ideas, as an
aspect of corporate culture with a willingness to try new ideas,
find new ways to do something new, create methods, and in-
troduce new products. The company’s performance scale is
adapted from Calantone, Cavusgil, and Zhao [20] and Lee and
Choi [25]. Performance measures used are relative sizes that
are perceptive and assessed by respondents covering market
share expansion, growth rate, profitability, and business size
improvement.

Research Result. The research paradigm used is a mix
method, which combines qualitative and quantitative re-
search. The qualitative methods are using FGD to 40 small
entrepreneurs to get input, especially logical one, with mea-
surement of the effectiveness of training, while the quantita-
tive method is done by distributing questionnaires. The valid-
ity of the qualitative methods is done by triangulation method
involving government elements and training organizers. The
statistical validity test uses the coefficient of grain correlation
(Product Moment). If the correlation coefficient is greater
than 0.3 then the result of this study can be declared valid
[26]. Test reliability is assessed using the Alpha-Cronbach co-
efficient formula. The instrument is considered to be reliable
if it has an Alpha-Cronbach coefficient of at least 0.6. The re-
sults of validity and reliability testing of this research can be
seen as follows:

Table 1
Validity and Reliability Test Results
Item Correlation AIpha-Cro.nbach
Coefficient Coefficient
1 2 3
Training 1 0.949
Training 2 0.795
Training 3 0.923 0.925
Training 4 0.949
Training 5 0.774
MO 1 0.938
MO 2 0.905 0.887
MO 3 0.950
INNO 1 0.941
INNO 2 0.855
INNO 3 0.874 0.926
INNO 4 0.941
INNO 5 0.855
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End tbl.1
1 2 3
PERF 1 0.958
PERF 2 0.878
PERF 3 0.919 0.948
PERF 4 0.958
PERF 5 0.878

Source: Data processed

Test results in the table above shows that all items in the
research instrument are valid and meet the reliability test. Fur-
thermore, the characteristics of respondents can be seen in the
following table:

Table 2
Respondent Characteristics
35
22-35 year old 23.33%
(persons)
Age 36-45 year old 61 40.66%
46-56 year old 39 26.00%
>56 year old 15 1.00%
Male 88 58.66%
Gender
Female 62 41.33%
Craft 86 57.33%
Business -
Fields Culinary 56 37.33%
Etc. 8 5.33%

Source: Data processed

The inferential statistical analysis was performed using
SEM methods by means of AMOS 20 software. The presented
results show the relationship between the following research
variables (tbl. 3):

The hypothesis test shows that all hypotheses are ac-
cepted. The results of this study demonstrate consistency with
previous research results that determine training, market ori-
entation, and innovation as a predictor of SMEs’ performance.
The evaluation of the multifactor model of the above measure-
ments yields goodness of fit indices as presented in the follow-
ing table (tbl. 4).

The table above shows that all measurements of good-
ness of fit, meet the critical value so that the overall model is
acceptable.

From Table 3, it can be seen that the highest value is that
reflecting market orientation and its effect on innovation ap-
plied to SMEs. This is in line with the results of research con-
ducted by Pelham [5]; Baker and Inkula [13]; Keizer, Dijkstra,
and Halman [17]; Motwani, Dandridge, Jiang, and Soderquist
[18]; as well as Calantone, Cavusgil, and Zhao [20]. Market
oriented SMEs are SMEs that make customers a reference for
doing business (customer orientation). In order for SMEs to be
continuously customer-oriented, SMEs must be competitively
oriented at the same time. This is what drives significant and
sustained innovation growth in an effort to meet these de-
mands.

The second highest impact estimate is that reflecting the
correlation between innovation on the overall performance of
SMEs. Innovation is a corporate mechanism to adapt in a dy-
namic environment, so SMEs are required to be able to create
new assessments, new ideas, offer innovative products, and im-
prove customer service performance. All of these components

Table 3
Interrelations between the variables
Relationship Between Variables Estimate S.E. C.R. P Explanation
Market_Orientation <= Training 0.143 0.072 1.994 0.046 H1 accepted
Innovation <--- Training 0.253 0.066 3.824 0.000 H2 accepted
Performance <--- Training 0.237 0.086 2.753 0.006 H3 accepted
Innovation <= Market Orientation 0.868 0.110 7.920 0.000 H4 accepted
Performance <--- Market Orientation 0.645 0.150 4.296 0.000 H5 accepted
Performance < Innovation 0.696 0.109 6.375 0.000 H6 accepted
Source: Data processed
Table 4 will directly drive the overall performance of SMEs in a more
Results of goodness of measurement model fit positive direction. Therefore, the performance of an organi-
Index CutoffValue | Result | Model Evaluation zation is any system associated with the activities and results
- (outcome) obtained. Every company is concerned to know his
Chi-Square 75.833 . . . . .
achievements as a mirror of its business success in market com-
Probability >0.05 0.103 Good petition.
CMIN/DF <2.00 1.936 Good It is of interest that the results of this study are the lowest
GFl > 0.90 0.917 Good v'alues of the correlation between tram‘lng anq .market orienta-
tion, although the value obtained remains positive. The number
AGFI 20.90 0.908 Good and quality of training that SME managers or owners have, in
L >0.95 0.948 Good turn, has little to do with the market orientation that SMEs can
CFI > 095 0919 Good use to run their businesses. According to respondents, training
RVISEA cood only serves to open ideas that can be implemented in the dis-
<0.08 0018 00 course. This makes the lack of interest of SMEs to participate in

Source: Data processed
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training because they considers these activities to be less useful
in practical terms for sustainability of their business. Generally,
training is considered not to play a role in improving the per-
formance of SMEs as a whole.

Conclusion. Test results of the validity and reliability
test presented above show that all items in the research instru-
ment are valid and meet the reliability test. The inferential sta-
tistical analysis of interrelations between the variables shows
that all hypotheses are accepted. All measurements of good-
ness of fit meet the critical value so that the overall model is
acceptable. The results of this study demonstrate consistency
with previous research results that determine training, market
orientation, and innovation as predictor of SMEs performance.
The highest value is that reflecting market orientation and its
effect on innovation applied to SMEs. Market oriented SMEs
are SMEs that make customers a reference for doing business
(customer orientation). In order for SMEs to be continuously
customer-oriented, SMEs must be competitively oriented at
the same time. It is this that drives significant and sustained
innovation growth in an effort to meet these demands. It is
worthwhile noting that the results of this study are the lowest
values of the correlation between training and market orienta-
tion, although the value obtained remains positive. According
to respondents, training only serves to open ideas that can be
implemented in the discourse. This makes the lack of interest
of SMEs to participate in training because they considers these
activities to be less useful in practical terms for the sustainabil-
ity of their business.

Limitations of Research. There are several methodolog-
ical limitations in this study. The methodological limitations lie
in the respondents. The questionnaire filling is not directly su-
pervised by the researcher, so it is possible that the respondent
is less serious in filling the questionnaire. A very tight super-
vision will also cause the respondents to be less comfortable
in filling out the questionnaire. The filling of the questionnaire
should be conducted under reasonable supervision to avoid
bias. In addition, respondents provided an assessment of the
effectiveness of the training. The training was done sometime
before, so that weakness in remembering it becomes a weak-
ness in filling the questionnaire.
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