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Abstract: This research aims to investigate the influence of competitive advantage as an intervening variable in the 

relationship between innovative products, digital marketing, and marketing performance on micro, small and medium-sized 

enterprises (MSMEs) in Semarang. The study addresses the existing gap in understanding the impact of the product 

innovation-marketing performance relationship. This research was conducted by distributing research questionnaires to 152 

small and medium-sized enterprises (MSMEs). The data obtained from the questionnaire responses will be processed using a 

quantitative approach employing the Structural Equation Modeling (SEM) tool AMOS for analysis. The study reveals that 

there is no impact on the relationship between digital marketing and competitive advantage. Furthermore, it concludes that 

both digital marketing and product innovation have no significant impact on marketing performance. However, it is found 

that the product innovation variable influences competitive advantage, and the competitive advantage variable influences 

marketing performance. The empirical findings have substantial implications for the marketing and product development 

strategies of MSMEs in Semarang. The results encourage MSMEs owners to prioritize the development of innovative 

products for sustainable competitive advantages and heightened market competitiveness. Managing competitive advantage 

is identified as integral to the overall marketing strategy, providing valuable strategic insights for MSMEs in Semarang to 

enhance their market position through the effective integration of product innovation, digital marketing, and competitive 

advantage. 
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Introduction 
 

MSMEs make a substantial contribution to 

Indonesia's economy by contributing to gross 

domestic product and providing employment 

opportunities. MSMEs demonstrate economic 

resilience, which in turn supports the stability of 

the financial system and the overall economy. 

MSMEs are vital for the business landscape as they 

bring numerous benefits to the overall economy. 

These enterprises contribute to job creation, 

fostering innovation, and enhancing competition. 

By providing employment opportunities, MSMEs 

stimulate economic growth and support local 

communities. Moreover, their ability to adapt 

quickly to market demands and introduce 

innovative products and services drives 

competitiveness in the business sector. Recognizing 

their significance, governments and organizations 

implement policies and initiatives to support 

MSMEs, enabling them to thrive and contribute to 

the business ecosystem's vibrancy. MSMEs play a 

crucial role in sustaining and strengthening the 

business environment, making them indispensable 

for a thriving economy. 

Digital marketing and product innovation are 

key elements in building a competitive advantage 

and enhancing marketing performance in today's 

business landscape. Digital marketing offers 

businesses the opportunity to reach a wider 

audience, engage with customers, and build brand 

recognition in a cost-effective manner. Through 

various digital channels such as social media, 

search engine optimization, and online advertising, 

companies can target specific demographics, 
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gather valuable customer data, and tailor their 

marketing strategies accordingly (Sekardwiwangi 

& Graciafernandy, 2023). This personalized 

approach allows businesses to establish a strong 

online presence, attract new customers, and foster 

long-term relationships. Furthermore, product 

innovation is crucial for businesses to stay ahead in 

a competitive market  (Dahana et al., 2021) 

(Amrullah et al., 2023). By constantly improving 

and introducing new products or services, 

companies can differentiate themselves from their 

competitors and meet evolving customer needs. 

Innovative products not only attract attention but 

also create a unique selling proposition that sets a 

business apart (Indie & Graciafernandy, 2023) .This 

differentiation can lead to increased customer 

loyalty, higher customer satisfaction, and 

ultimately, improved marketing performance. 

When digital marketing and product innovation 

are combined, businesses can achieve a powerful 

competitive advantage (Arbawa & Wardoyo, 2018; 

Sekardwiwangi & Graciafernandy, 2023). This 

study is motivated by the existing gap regarding 

the influence of the relationship between product 

innovation and marketing performance. Research 

conducted by (Amrullah et al., 2023; Esa Dilla et al., 

2022; Indie & Graciafernandy, 2023; Susanti et al., 

2023) shows positive results, while on the other 

hand Lili Karmela (2019), Pusung et al. (2023) and 

Jusufi (2023) provide contrasting results. To fill this 

research gap, the competitive advantage variable 

will be used as a mediator in the relationship 

between these two variables. Competitive 

advantage is also a crucial factor in the growth of 

SMEs (Small and Medium Enterprises). Several 

studies have indicated that competitive advantage 

contributes to the improvement of marketing 

performance ((Arbawa & Wardoyo, 2018) (R et al., 

2023). Leveraging digital platforms to promote 

innovative products or services allows companies 

to showcase their uniqueness, connect with 

customers, and gain a competitive edge in the 

market. This advantage leads to increased brand 

visibility, customer engagement, and ultimately, 

improved marketing performance by driving sales, 

increasing customer retention, and fostering brand 

loyalty. Embracing digital marketing and product 

innovation is essential for businesses looking to 

thrive in today's dynamic and highly competitive 

business environment. The integrations of product 

innovation, digital marketing, and competitive 

advantage plays a crucial role in enhancing 

marketing performance for Micro, Small, and 

Medium Enterprises (MSMEs) to achieve wider 

exposure, build stronger relationships with 

customers, and gain significant advantages in 

market competition. 

 

MSEM 

Based on Indonesian regulation, MSME stands for 

Micro, Small, and Medium Enterprise. This type of 

business has been legally regulated through UU 

No 20 Tahun 2008 on Micro, Small, and Medium 

Enterprises. MSMEs in Indonesia are generally 

defined as businesses that are run by individuals or 

business entities and fulfill the criteria for MSME 

classification in Indonesia. The definition and 

criteria of MSMEs in Indonesia have been 

evaluated to ensure clarity and avoid ambiguous 

interpretations. The Indonesian government 

recognizes the critical role of MSMEs in driving the 

economy through labor absorption and 

contribution to GDP. Therefore, specific policies 

and support are in place to promote the growth 

and development of MSMEs in the country.  

The classification of MSMEs is explained as 

followed. Microenterprise: Microenterprise is the 

smallest category of MSMEs. Many also consider 

this type as a home business run by individuals or 

households. In microenterprises, asset in the form 

of building of business premises is not included in 

the calculation. Based on the revenues, 

microenterprises have annual turnover of at most 

Rp300 million, with assets of up to Rp50 million, 

excluding land and building of business premises. 

Small Enterprise: Moving up to a larger business 

unit, namely small enterprise which has a turnover 

between Rp300—Rp500 million, with a total yearly 

sale of up to Rp2 billion. Business that are classified 

as small businesses include motorcycle repair 

shops, copy shops, minimarkets, and catering 

business. It is likely that this business run by 

individuals with a considerable capital. However, 

there are also small businesses operated by 

business entities containing a number of people. 

Medium Enterprise: Medium enterprises are the 
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largest type of business in MSMEs. Businesses that 

are classified as a medium enterprise naturally 

have higher turnover rates, but cannot be 

categorized as a big enterprise. They have a yearly 

turnover between Rp500 million and Rp10 billion. 

Furthermore, the characteristics of medium-sized 

enterprise can be seen its financial management. 

They employ professionals in finance and hold a 

business license. 

 

Marketing Performance 

Marketing performance is a measure of a 

company's success in marketing its products in the 

market. It is a concept used to assess a company's 

performance in marketing its products and the 

outcomes of a company's implementation of 

marketing strategies, such as customer satisfaction, 

success of new products, sales growth, and 

profitability. Marketing performance is a reflection 

of the marketing efforts towards the developed 

products or services (Arbawa & Wardoyo, 2018). 

The measuring of a company's marketing 

performance uses units such as sales, customer 

growth, and customer turnover to better portray 

marketing performance and competition. 

HERMAN et al. (2018) Measured the marketing 

performance by several key indicators, including 

Market Growth, Sales Revenue, and Net Profit. The 

evaluation of Small and Medium Enterprises 

(SMEs) encompasses two facets: financial 

performance and non-financial performance. This 

study considers these dimensions as a unified 

entity. The financial dimension aids in enhancing 

profitability through investments, while the non-

financial dimension safeguards the company's 

future stability. Typically, financial performance 

indicators comprise variables that indicate the 

company's profit-generating capability. As for 

financial performance, managers have stated that 

they have good financial performance, which 

means increased net profit, increased sales return, 

increased return on assets, increased value for 

employees, and increased return on organizational 

assets (Jusufi, 2023; Pusung et al., 2023)On the 

other hand, non-financial performance is 

contingent upon factors such as the company's 

image, reputation, human resource quality, 

customer base, commitment to brand protection, 

and investments in research and development 

(Pusung et al., 2023) 

 

 

Digital Marketing 

Digital marketing is the application of digital 

technology and digital media to create, promote, 

and distribute products and services that provide 

added value. It is a marketing technique that 

utilizes digital media, including the internet, 

mobile devices, and software, to achieve marketing 

goals. According to Kotler & Kartajaya (2017), 

digital marketing is the application of digital 

technology to connect, interact, and communicate 

with customers in order to fulfill their needs and 

desires. Based on the description above, it can be 

concluded that digital marketing is a marketing 

technique used by marketers to promote their 

products or services through various digital 

platforms and devices without specific limitations, 

such as smartphones, tablets, or television, using 

digital software and other technological 

applications. Its purpose is to target consumers and 

reach people anywhere without geographical or 

time constraints. 

According to (Desai, 2019), digital marketing 

refers to the use of digital technologies, primarily 

on the Internet but also including mobile phones 

and display advertising, to promote products or 

services. It has evolved significantly since the 1990s 

and 2000s, reshaping the way brands and 

businesses utilize technology for marketing 

purposes. With the increasing integration of digital 

platforms into marketing strategies and the shift 

towards online shopping, digital marketing 

campaigns have become more prevalent and 

effective. In essence, digital marketing 

encompasses various tactics and channels that 

leverage electronic devices and the internet to 

connect with both existing and potential 

customers. It is often referred to as online 

marketing, internet marketing, or web marketing. 

The key aspect of digital marketing is the 

utilization of multiple digital channels, such as 

search engines, social media, email, and websites, 

to engage with customers in the online sphere. This 

includes a wide range of techniques such as digital 

advertising, email marketing, content marketing, 
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and more. The methods employed in digital 

marketing have expanded with advancements in 

technology. They include search engine 

optimization (SEO), search engine marketing 

(SEM), influencer marketing, content automation, 

data-driven marketing, e-commerce marketing, 

social media marketing, e-books, display 

advertising, and even non-internet channels like 

mobile phones. These digital marketing strategies 

are designed to effectively reach and engage target 

audiences through various digital mediums. 

The primary and most crucial concept for 

business owners aiming to surpass their 

competitors is competitive advantage. Every 

organization has the potential to outperform its 

rivals by delivering superior goods and services. 

To gain a competitive edge in the current market, 

companies must undergo a comprehensive digital 

transformation across various aspects, including 

strategy, structure, and operations. Furthermore, 

achieving digital transformation involves 

optimizing production processes, restructuring 

work, increasing labor productivity and reducing 

overall production costs (Susanti et al., 2023). 

Previous studies by Susanti et al. (2023), Mukhlis et 

al. (2022), Haryanto and Dewi (2020) and Desai 

(2019)  explored the positive impact of digital 

transformation on enhancing the competitive 

advantage of business entities, particularly 

MSMEs, illustrating how these actors leverage 

digital transformation to redefine their business 

strategies.  

 

Product Innovation 

Product innovation refers to the process of 

generating new ideas or inventions for goods or 

services that provide significant value to 

customers, leading them to make a purchase. It 

involves the creation of unique products and 

services and bringing them to market ahead of 

competitors, which can greatly contribute to a 

company's reputation and ongoing success. Having 

a grasp of the product innovation process and the 

reasons for utilizing it can enhance your 

professional skills that are valuable across various 

industries. In this article, we will define product 

innovation, highlight its benefits, and delve into 

different types and examples of product innovation 

to provide a clearer understanding of this business 

concept. Product innovation is defined as 

improvements to the product mix, product 

selection, and development in organizations that 

are considered new (Pusung et al., 2023). 

Product innovation is an effort undertaken by 

companies to create new products or develop 

existing products with the aim of meeting 

consumer needs and demands, as well as 

enhancing customer satisfaction in the market 

According to Dahmiri and Kartika Wulan 

Bhayangkari (2022), innovation is a new process 

that can be created by a company in order to 

develop goods and services, resulting in the 

creation of a new product. Product innovation 

involves the process of incorporating new 

technology into a product, enabling it to have 

utility value. Based on the insights provided by 

these experts, we can define product innovation as 

something that can be seen as functional progress 

in a product, taking it a step further than 

competing products. Product innovation is the 

strategic effort made by companies to introduce 

new products or improve existing ones in order to 

meet the needs and demands of consumers, while 

also enhancing customer satisfaction in the market. 

This process involves the development of goods 

and services through the creation of new processes 

and the incorporation of new technologies. The 

ultimate goal of product innovation is to create a 

product that offers unique value and utility, 

surpassing the capabilities of competing products. 

By continuously pushing the boundaries of 

product functionality and incorporating innovative 

features, companies can stay ahead in the market 

and provide better solutions to consumers. 

A study by Dahana et al. (2021) and Mukhlis et 

al. (2022) demonstrated a positive and noteworthy 

impact of product innovation on marketing 

performance. This implies that the enhancement of 

marketing performance relies on product 

innovation, as evidenced by factors such as 

product quality, product variants, and product 

design. The outcome is an improvement in 

marketing performance, leading to heightened 

sales turnover, increased sales growth, and the 

expansion of marketing reach for the manufactured 

products. 
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Competitive Advantage 

Competitive advantage is defined as the 

company’s ability to create superior value to face 

competition and the ability of a business to achieve 

abnormal profits in industrial competition through 

a value creation strategy (Dahana et al., 2021). 

Competitive advantage is the ability of a company 

to create superior added value compared to its 

competitors through the use of unique and 

difficult-to-imitate resources, enabling the 

company to maintain a larger market share and 

achieve higher profits than its competitors. 

Competitive advantage is a condition in which a 

company obtains higher average profits than its 

competitors, positioning the company one step 

ahead of its competitors. Unique skills and assets 

are seen as sources of competitive advantage. 

Syukron and Ngatno (2016) explain that 

competitive advantage is the superior position of a 

company surpassing its competitors through the 

implementation of various aspects of better 

customer needs fulfillment, such as product or 

service pricing and better service, making the 

company considered better than competing 

companies in the same industry sector. According 

to Yuleva-Chuchulayna (2019), competitive 

advantages are distinct features or external factors 

that provide a company with a competitive edge 

over its rivals in a specific market and timeframe. 

These advantages stem from unique characteristics 

or higher efficiency exhibited by the company's 

products or brand when compared to its closest 

competitors. Another type of competitive 

advantage arises from the differentiation of the 

company's offerings through unique attributes or 

improved effectiveness. In this scenario, the 

company's proposal better meets customer needs 

or solves consumer problems compared to 

competing alternatives. This opens up a wide 

range of opportunities for small and medium-sized 

enterprises (SMEs) to achieve competitive 

advantages. Companies can differentiate their 

offerings through additional services, strategic 

branding, building a strong brand image, 

implementing convenient distribution channels, 

other effective strategies.  

 

 

 
 

Figure 1. Theoretical Model. 

 

Based on literature review above we proposed 

the following hypotheses: 

H1: The digital marketing variable has an impact 

on competitive advantage.  

H2: The digital marketing variable has an impact 

on marketing performance.  

H3: The product innovation variable has an impact 

on competitive advantage.  

H4: The product innovation variable has an impact 

on marketing performance.  

H5: The competitive advantage variable has an 

impact on marketing performance. 

 

 

Materials and Methods 

 

This study utilizes a quantitative analysis 

technique to assess and quantify hypotheses 

through statistical calculations. The research 

focuses on small and medium-sized business 

owners located in Semarang. Data collection 

involves distributing a questionnaire to 152 

respondents who meet the criteria. The collected 

questionnaires will be analyzed using the SEM-

AMOS analysis tool, which allows for a 

comprehensive examination of the data. By 

employing this method, the researchers aim to 

obtain valuable insights and draw meaningful 

conclusions regarding the research objectives. 
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Results and Discussion 

 

Results 

Based on the statistical result, it can be concluded 

that all the observed indicators are valid, as 

evidenced by the computed r value being greater 

than the r table value (0.159). The Cronbach's alpha 

has a value above 0.60, indicating that the research 

variables (constructs) are reliable or have high 

reliability. This implies that they have high 

accuracy and can be considered as valid variables 

(constructs) in a research study.  

In this study, we delve into the outcomes of 

confirmatory analysis conducted on both 

exogenous and endogenous variables, as well as 

the comprehensive analysis of the full model. The 

confirmatory analyses aim to validate the 

relationships and interactions between the 

exogenous factors, which are considered external 

influences, and the endogenous variables, 

representing the internal elements of the model. 

Additionally, the examination of the full model 

provides a holistic perspective, shedding light on 

the collective impact and interplay of all variables 

involved. 

 

 
Figure 2. Confirmatory Eksogen Analysis. 

 

 

The confirmatory analysis of the exogenous 

variable was conducted to confirm whether the 

observed indicators can reflect the analyzed factor, 

which is the exogenous variable. These exogenous 

variables, which include the variables of product 

innovation and digital marketing, consist of 6 

observed variables as their components. The 

results of the confirmatory analysis conducted on 

the exogenous variables are presented in Figure 2. 

Based on the results of the confirmatory 

observation on the exogenous constructs in Figure 

2, it can be shown that the model is suitable to be 

tested in the full model stage. This is indicated by 

the values obtained from the calculations meeting 

the criteria for a suitable model. 

 

 
Figure 3. Confirmatory Endogen Analysis. 

 

 

The confirmatory factor analysis of the 

endogenous construct aims to test the 

unidimensionality of the indicators that form the 

latent variables (constructs) of the endogenous 

variable. These endogenous variables consist of 2 

latent variables with 5 observed variables as their 

components. The results of the confirmatory 

analysis conducted on the endogenous variables 

are presented in Figure 3. Based on the results of 

the confirmatory observation on the endogenous 

construct in Figure 3, it can be shown that the 

model is suitable to be tested in the full model 

stage. This is indicated by the values obtained from 

the calculations meeting the criteria for a suitable 

model. 

 

 
Figure 4. Full Model Analysis. 

 

 

The analysis of the processed data for the full 

model structural equation modeling (SEM) was 

conducted to test the developed model and 
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hypotheses in this research. The results of the data 

processing for the full model analysis is presented 

in Figure 4. Based on the results of the 

confirmatory observation on the full model in 

Figure 4, it can be shown that the model is suitable 

to be tested in the full model stage. This is 

indicated by the values obtained from the 

calculations meeting the criteria for a suitable 

model, as presented in Table 1. 

 
 

 

Table 1.  Regression Weights Full Model. 

 

     Estimate S.E. C.R. P Label 

H1 DM  ➔ KB -,220 ,047 -,475 ,635 rejected 

H2 DM  ➔ KP .020 .047 .419 .675 rejected 

H3 IP  ➔ KB ,150 ,059 2,556 ,011 accepted 

H4 IP  ➔ KP .024 .052 .458 .647 rejected 

H5 KB  ➔ KP .502 .184 2.725 .006 accepted 

 

 

Discussion 

 

The Relationship of Digital Marketing and 

Competitive Advantage 

There is no influence of the Digital Marketing 

variable on Competitive Advantage. This finding is 

in line with studies from  Erwin et al. (2021) and  

do not support the results of previous study by 

Hariandi et al. (2019), Susanti et al. (2023), Mukhlis 

et al. (2022), Haryanto and Dewi (2020) and Desai 

(2019). 

The analysis suggests that digital marketing 

efforts alone may not be sufficient to establish a 

significant competitive advantage. Other factors 

such as product differentiation, customer service, 

and innovation may play a more prominent role in 

gaining a competitive edge. This study revealed an 

argument for a non-significant result between 

digital marketing and competitive advantage in 

Micro, Small, and Medium Enterprises (MSMEs) 

could be the insufficient integration or utilization 

of digital marketing strategies. If MSMEs fail to 

effectively implement and align their digital 

marketing efforts with overall business goals, the 

expected impact on gaining a competitive 

advantage may not be realized. Additionally, the 

competitive advantage derived from digital 

marketing is contingent on various factors such as 

industry, target market, and the nature of products 

or services offered.  

MSMEs operating in industries where digital 

presence is not a significant determinant of 

competitive advantage may show non-significant 

results in the relationship between digital 

marketing efforts and gaining a competitive edge. 

Furthermore, challenges related to resource 

constraints, both in terms of financial resources and 

skilled personnel, can hinder the ability of MSMEs 

to fully harness the potential of digital marketing. 

Limited budgets may restrict the implementation 

of comprehensive digital strategies, and a lack of 

expertise could lead to suboptimal campaign 

execution. Moreover, the digital landscape is 

dynamic and constantly evolving. MSMEs that do 

not adapt their digital marketing strategies to stay 

abreast of industry trends and changes in 

consumer behavior may experience non-significant 

results. Continuous monitoring, adaptation, and 

optimization of digital marketing efforts are 

essential for ensuring a sustained competitive 

advantage. 

 

The Relationship of Digital Marketing and 

Marketing Performance 

There is no influence of the digital marketing 

variable on marketing performance. The findings 

indicate that digital marketing activities do not 

directly impact the overall performance of 

marketing efforts. This finding is in line with 

studies from  Hariandi et al. (2019). Another study 

from Susanti et al. (2023) has empirically proven 

that digital transformation was found to have no 

direct effect on the performance of MSME women. 

This means that digital transformation is not a 
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direct determining factor in MSME performance. 

The lack of knowledge of the internet is one of the 

factors that influence this correlation. In a practical 

perspective, these findings do not support the 

results of previous studies by Mukhlis et al. (2022),  

Haryanto and Dewi (2020) and Desai (2019). 

This study revealed an argument for a non-

significant result between digital marketing and 

marketing performance in Micro, Small, and 

Medium Enterprises (MSMEs) could be the 

improper implementation or utilization of digital 

marketing strategies. If MSMEs fail to align their 

digital marketing efforts with specific marketing 

objectives, the expected impact on overall 

marketing performance may not be statistically 

significant. In some cases, MSMEs may lack a clear 

digital marketing strategy or may not fully 

understand how to leverage various digital 

channels effectively. This lack of strategic 

alignment and understanding could result in a 

failure to generate the anticipated improvements in 

marketing performance. Moreover, the nature of 

the products or services offered by MSMEs may 

play a role in the observed non-significant results. 

Digital marketing effectiveness can vary across 

industries, and if the target market or consumer 

base for certain MSMEs is less responsive to digital 

channels, the impact on marketing performance 

may be limited. 

Resource constraints, both in terms of financial 

resources and skilled personnel, can also contribute 

to non-significant results. MSMEs with limited 

budgets may struggle to invest sufficiently in 

comprehensive digital marketing campaigns, and a 

lack of expertise may hinder their ability to execute 

strategies effectively. Furthermore, the success of 

digital marketing efforts often depends on the 

ability to adapt to changing trends and consumer 

behaviors. MSMEs that do not actively monitor 

and adjust their digital strategies in response to 

evolving market conditions may experience non-

significant results due to a lack of agility and 

responsiveness. 

 

The Relationship of Product Innovation and 

Competitive Advantage. 

The data analysis indicate a significance value of 

0.011, which is smaller than 0.05. Therefore, it can 

be concluded that the variable product innovation 

has a significant influence on competitive 

advantage. There is an influence of the product 

innovation variable on competitive advantage. The 

analysis supports the notion that introducing 

innovative products can contribute to gaining a 

competitive advantage in the market. Innovative 

products can attract customers, differentiate the 

company from competitors, and enhance its 

position in the industry. Our finding conclude that 

the design of products and the innovation in 

delivery services by SME actors impact product 

quality, service standards, innovation capabilities, 

branding, and pricing. The style and design of 

products, coupled with innovative delivery 

services by SME actors, also contribute to an 

increase in sales volume, growth in customer 

numbers, and higher profits for SME actors. This is 

because the product innovations implemented by 

SME actors are effective; they involve creating 

unique and appealing packaging, setting 

themselves apart from competitors. Moreover, the 

provision of delivery services adds to their 

competitive advantage, allowing them to reach a 

wider consumer audience. Consequently, this leads 

to an augmentation in sales volume, customer base 

expansion, and profit growth. 

The results aligned with Dahana et al. (2021). 

Their study indicated a positive and meaningful 

influence of product innovation on gaining a 

competitive advantage. Innovation serves as a 

potential source of competitive advantage by 

enabling a company to adjust to a dynamic 

business environment. Technical production 

innovations form a crucial component of the 

company's business development strategy. On the 

other hand, product-related innovations, such as 

enhancing quality, diversifying products, and 

introducing differentiation, offer numerous options 

for consumers and contribute to the reinforcement 

of brand identity.  

 

The Relationship of Product Innovation and 

Marketing Performance 

The data analysis indicate a significance value of 

0.647, which is bigger than 0.05 Therefore, it can be 

concluded that the variable product innovation has 

no significant influence on marketing performance. 
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The results suggest that while product innovation 

may contribute to competitive advantage, it may 

not directly translate into improved marketing 

performance. Other marketing factors, such as 

effective promotion and distribution strategies, 

may have a more substantial impact on marketing 

performance. This finding is in line with Pusung et 

al. (2023) and Jusufi (2023). Implementing product 

innovation can enhance the performance of Small 

and Medium Enterprises (SMEs); nevertheless, this 

enhanced performance doesn't assure the survival 

of SMEs. This is because alterations in products 

don't automatically propel SMEs to superior 

performance. In simpler terms, creating new 

products or innovating within the existing product 

range doesn't always result in improvements for 

SMEs. Jusufi (2023) has empirically proved that 

there is no significant impact of product innovation 

to financial performance. 

 

The Relationship of Competitive Advantage and 

Marketing Performance 

The data analysis indicate a significance value of 

0.06, which is smaller than 0.05. Therefore, it can be 

concluded that the variable competitive advantage 

has a significant influence on competitive 

advantage. There is an influence of the competitive 

advantage variable on marketing performance. The 

strategic positioning of MSMEs to differentiate 

their products, align with consumer preferences, 

and build brand recognition forms a competitive 

advantage. Effective marketing, communicating 

these unique strengths, enhances brand equity, 

fosters innovation, and facilitates market 

expansion. This alignment results in a significant 

and positive impact on marketing performance, 

reflected in increased market share, revenue 

growth, and customer loyalty. The analysis 

indicates that having a competitive advantage can 

positively impact marketing performance. A strong 

competitive advantage can lead to increased 

customer loyalty, market share, and overall 

business success. This finding is in line with 

studies from  Hariandi et al. (2019). The issue of 

competitive advantage is one of the main keys to 

entrepreneurial success is gaining performance at a 

higher level than its competitors (Susanti et al., 

2023) 

 

 

Conclusions 

 

Based on the analysis of the research data, we 

found no evidence to support the idea that digital 

marketing alone leads to a competitive advantage. 

Our analysis indicates that digital marketing 

activities do not have an impact on marketing 

performance. Our findings support the notion that 

product innovation can contribute to gaining a 

competitive advantage. Although product 

innovation may contribute to gaining a competitive 

advantage our results suggest that it does not 

necessarily lead to marketing performance. Other 

aspects of marketing such, as the effectiveness of 

efforts and distribution strategies can greatly 

influence marketing performance.  
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