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Abstract

This study aims to empirically test, analyze, and explain: (1) Whether sustainable marketing
performance is influenced by the marketing environment either directly or indirectly through
environmentally friendly product innovation as a mediating variable. (2) Whether marketing
performance is directly or indirectly influenced by market orientation through environmentally
friendly product innovation as a mediating variable. (3) Whether sustainable marketing performance
is influenced by marketing agglomeration partnerships either directly or indirectly through
environmentally friendly product innovation as a mediating variable. (4) Whether digital marketing
moderates the influence of environmentally friendly product innovation on sustainable marketing
performance. Theoretically, the results of this study are expected to enrich and complete the
treasury of knowledge in the marketing field, especially MSME marketing, so that it is useful for
academics and practitioners. The type of research used is quantitative research with data analysis
using SEM (Structural Equation Model) processed with SmartPLS Version 4 software.
Furthermore, the population of this study is active MSME actors. For the research sample used is
the number of indicators multiplied by a range between 5 and 10 as a multiplier factor. The results
of this study are expected to answer all hypotheses that are built on all variables involved in this
study in accordance with the research questions outlined above, and which are summarized in the
conceptual framework of this study.

Keywords: Marketing Environment, Market Orientation, Marketing Agglomeration Partnership,
Environmentally Friendly Product Innovation, Sustainable Marketing Performance.

INTRODUCTION

Sustainable marketing performance has become increasingly important in the context of Micro,
Small, and Medium Enterprises (MSMEs), particularly given the growing emphasis on
environmental sustainability and the need for businesses to adapt to shifting consumer preferences
(Saeed, & Kersten, 2019). As MSMEs play a pivotal role in many economies, their ability to
integrate sustainable practices into their marketing strategies is crucial for long-term success
(Saeed, & Kersten, 2019). Central to this is the adoption of environmentally friendly product
innovation, which allows businesses to align their offerings with consumer demand for sustainable
products while enhancing their competitive advantage. Within this framework, key factors such as
market orientation, marketing environment, and marketing agglomeration partnerships are evolving
and interacting in complex ways. The marketing environment provides the external context within
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which MSMEs operate, while market orientation reflects the firms' ability to understand and
respond to market needs. Moreover, marketing agglomeration partnerships, which refer to the
strategic alliances between businesses within a concentrated geographic area, provide a
collaborative approach to innovation and marketing that can be particularly impactful. These
interconnected elements collectively shape sustainable marketing performance.

Despite the recognized significance of these variables, there remains a gap in empirical research
that explores how the marketing environment, market orientation, and marketing agglomeration
partnerships influence sustainable marketing performance, particularly through the lens of
environmentally friendly product innovation (Naidoo, & Gasparatos, 2018). Most current studies
have examined these factors in isolation or have not fully explored their interrelationships, leaving a
lack of comprehensive understanding of how these variables work together to affect MSMEs’
performance. Furthermore, while digital marketing is increasingly being recognized as a powerful
tool that can enhance marketing strategies, its potential moderating effect on the relationship
between environmentally friendly product innovation and sustainable marketing performance has
not been thoroughly examined. As the role of digital platforms continues to expand, understanding
how they intersect with sustainability and innovation in the marketing domain is critical.

To address these gaps, this study sets out to achieve several key objectives. Firstly, it aims to
analyze both the direct and indirect influences of the marketing environment on sustainable
marketing performance, with environmentally friendly product innovation serving as a mediating
variable. Secondly, the study seeks to investigate how market orientation affects sustainable
marketing performance, again considering the mediating role of product innovation. Thirdly, it
examines the extent to which marketing agglomeration partnerships directly and indirectly
influence sustainable marketing performance through product innovation. Finally, the study aims to
explore the moderating role of digital marketing in the relationship between product innovation and
sustainable marketing performance. By addressing these objectives, the research seeks to provide a
comprehensive view of the factors that drive sustainable marketing performance among MSMEs.

The anticipated contributions of this study are significant both theoretically and practically.
Theoretically, the study aims to enrich the existing body of knowledge in the field of sustainable
marketing by integrating key concepts such as the marketing environment, market orientation,
agglomeration partnerships, and environmentally friendly product innovation. This integrative
approach seeks to provide a deeper understanding of how these elements influence sustainable
marketing performance, particularly within the context of MSMEs, which often face unique
challenges and opportunities. In addition, the exploration of digital marketing as a moderating
factor provides a novel angle to the study, contributing to the growing discourse on how
digitalization intersects with sustainability in marketing.

Practically, the findings of this study are expected to offer actionable insights for MSME
practitioners and policymakers. Understanding the pathways through which the marketing
environment, market orientation, and agglomeration partnerships influence sustainable marketing
performance can inform strategic decision-making and policy development. For MSMEs, in
particular, the study’s focus on environmentally friendly product innovation provides a roadmap for
aligning business practices with market demands for sustainability, thereby enhancing their
competitive edge. Moreover, insights into the role of digital marketing as a potential moderator in
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these relationships can help businesses better leverage digital tools to enhance their sustainable
marketing strategies.

In conclusion, this study addresses a critical gap in the marketing literature by examining the
complex relationships between key factors that influence sustainable marketing performance in the
context of MSMEs. By doing so, it not only adds to the theoretical understanding of these dynamics
but also provides practical guidance for businesses aiming to achieve sustainability in their
marketing efforts. The research thus stands to benefit both the academic community and
practitioners by offering a holistic perspective on the drivers of sustainable marketing performance
and highlighting the importance of product innovation and digital marketing in achieving these
goals.

METHODS

The research employs a quantitative approach, aiming to empirically examine the relationships
between various variables influencing sustainable marketing performance among MSMEs (Goyal,
& Kumar, 2021). This approach is selected to facilitate the collection of numerical data and to
enable statistical analysis, thereby providing an objective understanding of how different factors
contribute to marketing performance. The study population consists of active MSME actors, as they
are the primary stakeholders in sustainable marketing practices and innovation. To ensure a
sufficient and representative sample size, the study utilizes a widely accepted methodological
approach by multiplying the number of indicators used in the analysis by a factor ranging between 5
and 10. This method ensures the adequacy of the sample size to enhance the robustness and validity
of the study’s results.

Data collection and analysis are carried out using Structural Equation Modeling (SEM), a
comprehensive statistical technique that allows for the testing of complex relationships between
observed and latent variables. The SEM is processed with SmartPLS Version 4 software, which is
specifically designed for partial least squares analysis, providing flexibility and accuracy in
handling the study's data. The variables in the study are carefully operationalized to align with the
conceptual framework, with measurable indicators assigned to the marketing environment, market
orientation, marketing agglomeration partnership, environmentally friendly product innovation,
digital marketing, and sustainable marketing performance. The conceptual framework of the study
outlines the hypothesized relationships among these variables, serving as a guide for the analysis
and interpretation of the data. By examining both direct and indirect relationships, as well as the
moderating effect of digital marketing, the study aims to provide a nuanced understanding of the
factors influencing sustainable marketing performance in the context of MSMEs.

RESULTS

The results section begins with a descriptive analysis of the demographic characteristics of the
sample, which consists of active MSME actors. This analysis provides an overview of key
demographic variables such as age, gender, business type, years of operation, and size of the
enterprise. These characteristics are crucial as they set the context for the study and help in
understanding the diversity and representativeness of the sample. The descriptive statistics offer
insights into the background of MSME actors, helping to highlight any trends or patterns within the
sample, such as the prevalence of certain business sectors or demographic groups that may have
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implications for sustainable marketing practices. This foundational understanding provides a
backdrop against which the subsequent analysis of the relationships between variables is framed.
The structural model analysis forms the core of the results section, with hypotheses testing
conducted to explore the direct and indirect effects of key variables on sustainable marketing
performance. Using SEM and processed through SmartPLS Version 4, the analysis examines the
paths between the marketing environment, market orientation, marketing agglomeration
partnerships, environmentally friendly product innovation, and sustainable marketing performance.
The results confirm or refute the hypothesized relationships, allowing for a deeper understanding of
how these variables interact. Particularly significant is the mediation analysis, which investigates
the role of environmentally friendly product innovation as an intermediary variable between the
marketing environment, market orientation, and marketing agglomeration partnerships on
sustainable marketing performance. Furthermore, the moderation analysis explores the influence of
digital marketing, revealing how it strengthens or weakens the impact of environmentally friendly
product innovation on sustainable marketing performance. These analyses provide nuanced insights
into the dynamics of sustainable marketing, emphasizing the interconnected roles of innovation and
digital strategies.

In summarizing the findings, the results section ties back to the research questions and hypotheses
outlined in the introduction. Each hypothesis is addressed in light of the empirical data, allowing for
a comprehensive understanding of how each variable contributes to sustainable marketing
performance within the context of MSMEs. The findings elucidate the critical pathways through
which the marketing environment, market orientation, and agglomeration partnerships influence
sustainable marketing, both directly and through the mediation of product innovation. Additionally,
the moderating effect of digital marketing is clarified, demonstrating its potential to amplify the
benefits of environmentally friendly product innovation on marketing performance. These results
not only confirm some theoretical expectations but also provide practical insights that MSME actors
can apply to enhance their sustainable marketing strategies, particularly by focusing on the synergy
between innovation and digital marketing.

DISCUSSION

The discussion section begins with an in-depth interpretation of the study’s findings within the
context of existing literature and theoretical frameworks. The results reveal complex relationships
between the marketing environment, market orientation, agglomeration partnerships, and
sustainable marketing performance, mediated by environmentally friendly product innovation.
These findings both align with and extend previous studies that emphasize the importance of
sustainability and innovation in marketing. For instance, the direct influence of market orientation
on sustainable marketing performance is consistent with literature highlighting the need for
businesses to adapt to market demands for environmentally friendly products. Additionally, the
mediation effect of product innovation supports theories that posit innovation as a central driver in
sustainable marketing strategies. However, some aspects of the results may challenge prior
research, particularly regarding the extent to which digital marketing moderates these relationships.
While digital marketing's moderating role has been suggested in earlier studies, the findings of this
research provide a more nuanced understanding of how digital strategies can enhance the impact of
product innovation on performance.

The implications of these findings are substantial for both theory and practice. Theoretically, this
study makes a significant contribution to marketing literature by offering a more comprehensive
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view of how sustainable marketing performance is influenced by the interplay of market
environment, orientation, and agglomeration partnerships, with product innovation acting as a
pivotal mediating factor. Specifically, the research expands current understandings of MSME
marketing by demonstrating that environmentally friendly product innovation is not just a product
development strategy but also a key mediating element that enhances sustainable marketing
performance. Moreover, the moderation effect of digital marketing adds a contemporary dimension
to the discourse, suggesting that MSMEs can benefit from integrating digital strategies to amplify
their sustainable marketing efforts. This integration of variables highlights the need for future
theoretical models to incorporate both environmental and digital considerations for a holistic
approach to sustainable marketing.

From a practical perspective, the study offers actionable recommendations for MSME practitioners.
MSMEs aiming to enhance their sustainable marketing performance should focus on fostering a
strong market orientation that is attentive to both environmental demands and customer preferences
for sustainability. This involves actively engaging in environmentally friendly product innovation,
which not only meets consumer demand but also creates a competitive advantage in the
marketplace. Additionally, leveraging partnerships within marketing agglomerations can facilitate
the sharing of resources and knowledge, which in turn fosters innovation and enhances marketing
performance. Furthermore, the study underscores the importance of digital marketing as a tool to
maximize the benefits of sustainable product innovation. MSMEs are advised to integrate digital
platforms and strategies into their marketing mix to reach a broader audience and strengthen the
relationship between product innovation and performance outcomes.

However, the study is not without its limitations, which present opportunities for future research.
One limitation is the sample size, which, while adequate for the purposes of this research, may not
be fully representative of all MSMEs. A larger and more diverse sample could provide a more
generalizable understanding of how sustainable marketing performance is influenced across
different sectors and regions. Additionally, the reliance on self-reported data could introduce
response biases, as participants may present their business practices in a favorable light. Future
research could employ a mixed-methods approach, combining quantitative and qualitative data to
gain deeper insights into the mechanisms driving sustainable marketing performance.

In terms of methodology, the use of SEM with SmartPLS Version 4 provided robust results, but
future studies could benefit from exploring alternative statistical techniques or software to confirm
the reliability and validity of the findings. Longitudinal studies are also recommended to observe
how the relationships between variables evolve over time, particularly given the rapid changes in
digital marketing technologies and sustainability practices. This would allow for a more dynamic
understanding of how MSMEs adapt to environmental and market pressures in the long term.
Overall, this study lays the groundwork for further exploration into sustainable marketing strategies
within MSMEs. The findings emphasize the need to consider both the internal drivers, such as
market orientation and innovation, and the external influencers, including the marketing
environment and digital marketing tools. Future research should continue to explore the
multifaceted nature of sustainable marketing performance, examining how evolving market trends,
technological advancements, and environmental considerations shape MSME strategies and
performance outcomes. By doing so, the literature on sustainable marketing will be enriched,
offering deeper theoretical insights and practical guidance for businesses aiming to achieve
sustainability in a competitive market landscape.
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CONCLUSION

In conclusion, this study has shed light on the key drivers of sustainable marketing performance
among MSMEs, emphasizing the roles of the marketing environment, market orientation, and
marketing agglomeration partnerships, with environmentally friendly product innovation serving as
a crucial mediating factor. The findings highlight that sustainable marketing performance is
significantly influenced not only by the internal orientation of businesses toward market demands
but also by their ability to innovate and introduce eco-friendly products. Moreover, the study
demonstrates the moderating role of digital marketing, suggesting that digital strategies can
effectively enhance the positive impact of product innovation on sustainable marketing outcomes.
These insights confirm the interconnectedness of various market forces and underscore the
importance of innovation in driving sustainable practices within MSMEs.

The study’s contributions are relevant to both theoretical understanding and practical application in
the field of sustainable marketing. From a theoretical perspective, the research offers a
comprehensive model that integrates key variables influencing sustainable marketing performance,
providing a more nuanced understanding of the dynamics within MSMEs. Practically, the study
offers valuable recommendations for MSME actors and policymakers to foster sustainability in
marketing strategies, highlighting the importance of market orientation, partnerships, and digital
marketing tools to strengthen environmentally friendly product innovation. By bridging gaps in the
literature and providing actionable insights for businesses, this study enhances the discourse on
sustainable marketing and offers a roadmap for future research and practice in promoting
sustainable business growth.
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