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ABSTRACT

Central Java has the potential for processed food based on local wisdom that is spread in various
regions. Local food is food that is produced and developed by the potential and resources of the region
and local culture. This study aims to determine the existing conditions of MSMEs processing local food
products in terms of product development capabilities and marketing innovation capabilities. This
research focuses on MSMEs processing local food products in Banyumas Regency, Grobogan, Sragen,
Semarang, and Wonosobo. Samples were taken by purposive sampling with as many as 50 respondents.
Descriptive analysis was used to describe the data collected using the three-box method. The results
showed that most of the MSMEs are micro-businesses. Product development capability is considered
high, indicated by an average index value of 83.55. Where the highest indicator value is believing that
the products made are original to the market at 87.6. Marketing innovativeness is also high, with an
average index value of 79. Where the highest indicator value is continuously making product
improvements at 84.2. This article strengthens optimism that the development of local food products
will continue to increase even though there are still many challenges and problems
Keywords: Local food, Product development capability, Marketing innovativeness

1. Introduction

Central Java has the potential for processed food based on local wisdom that is spread in
various regions. Local food is food that is produced and developed by the potential and
resources of the region and local culture. Specific conditions other than natural resources are
also closely related to the socio-economic and cultural conditions of the local community
(Imelda et al., 2017; Retnaningsih, 2010).

In supporting product development, the adaptation process can be done according to the
situation and circumstances of each entrepreneur. Varied ways of adaptation show that
entrepreneurs can maintain their business (Retnaningsih, 2020). Adaptability and continuous
improvement are good steps to maintain intense competition. Innovation is considered to be
able to answer these challenges. Micro, Small, and Medium Enterprises (MSMESs) of food
products innovate not only in terms of products but also in marketing processes and business
strategies (Baregheh, Anahita; Rowley, Jennifer; Sambrook, Sally; Davies, 2012).

Emphasizes innovation and creativity in developing products or services that are offered
to consumers. This concept aims to fulfill the needs and wants of consumers in a more effective
and efficient way, as well as providing more added value to consumers. In the context of food,
marketing innovativeness can be interpreted as the development of innovative and creative
food products, taking into account the needs and desires of consumers as well as the potential
of locally available food resources. This can be done by developing food products that are
different from existing ones or combining several existing food products into new and more
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attractive products for consumers.

Innovative and creative food product development can help improve the competitiveness
of local food products in domestic and international markets. In addition, innovative and
creative food product development can also help increase the added value of local food
products, thereby providing greater economic benefits to local communities. In developing
marketing innovations in local food products, it is also necessary to take into account the local
wisdom that exists in the local community. Local wisdom can be a source of inspiration in
developing innovative and creative food products and can help maintain environmental
sustainability and local food diversity.

The conceptualization of innovativeness can be done in various ways. First,
innovativeness is part of entrepreneurial orientation so it becomes one part of the five
dimensions of entrepreneurial orientation, namely autonomy, innovativeness, risk taking,
proactiveness, and competitive aggressiveness (Cruz et al., 2018; Lumpkin & Dess, 1996).
Second, innovation is the capacity to introduce new processes, products, ideas and marketing.
Third, innovation is the company's willingness to synergize and adapt. Fourth, innovativeness
describes product changes by offering new features and good performance (Hadi & Supardi,
2020). Fifth, innovativeness is the belief to innovate by exploring new ideas to create new
creations to improve services, processes, and products. The company's ease of achieving
positional advantage can be done through marketing innovation (Larsson, 2020). This research
was conducted to determine the existing condition of MSMEs processed local food products in
terms of product development capabilities and marketing innovativeness.

2. Literature Review

Implementation of strategies that utilize resources as unique expertise and assets become
capital in building competitive advantage (Martelo et al., 2013; Martin et al, 2013).
Competitive advantage requires innovation and product development capabilities to create
differentiation and meet consumer needs and preferences (Cass & Sok, 2013; Martin et al.,
2013).

Product development capability is resource-based optimization by focusing on company
resources as the main source of competitive advantage (Klewitz & Hansen, 2013; B. B.
Retnawati & Retnaningsih, 2020). Product development capability, quality, cost, development
time, and development cost are the five dimensions required in development (B. Retnawati &
Irmawati, 2016). Product development capability is the ability of a company to carry out a
series of activities starting from the perception of market opportunities and ending with the
production, sale and delivery of products (Orth & Malkewitz, 2012).

Entrepreneurial actions capabilities are important for business actors to develop new
products, processes and organizations through modifying and reconfiguring resources, as well
as coping with the speed of market change (Alpay et al., 2012; Leong et al., n.d.). Previous
empirical research still found contradictory results of product development capability on
marketing performance, some were significantly positive (Covin & Miller, 2014; Tian et al.,
2010), but some were significantly negative (Soba & Aydin, 2013; Tooksoon & Mohamad,
2016).

3. Research Methods
3.1 Population and Sampel

The population of this study included local food processing industry entrepreneurs in
Central Java, particularly in Banyumas Regency, Grobogan Regency, Sragen Regency,
Semarang Regency, and Wonosobo Regency. Official data on the population of small and
medium entrepreneurs was not available, so a sample of 50 respondents was taken. The
sampling technique was purposive sampling, namely entrepreneurs of processed local food
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products who already have at least one year of experience as an effort to obtain quality
information as needed from the indicators of the research variables (B. B. Retnawati et al.,
2021).

3.2 Data Analysis

Descriptive analysis in this study was used to describe the data collected. In describing
the research data, an index number is used to determine the degree of respondents' perceptions
of the variables being examined. The number of respondents' answers used ranged from 1-10,
so the resulting index ranged from 1 to 10 with a range of 90, without the number 0. This
analysis uses the three-box criteria, so a range of 90 divided by three will produce a range of
30 and will be used as the basis for interpreting the index value, which is as follows (Ferdinand,
2012):

10,00 — 40,00 : low
40,01 — 70,00 : medium
70,01 — 100,00 : high

The formula for calculating the index value is as follows:
((%F1x1)+(%Fx2)+.+(%F10x10))

10

Index Value =

Description:
F is the frequency of respondents' answers

4. Research Findings and Discussion

The general description of respondents in this study is that 62% of MSMEs are not
included in clusters or groups of MSMEs. Respondents in this study were dominated by owners
or owners of processed food businesses (86%) with the highest educational background,
namely a high school education level of 62%. When viewed from the business category, 66%
of respondents were in the micro business category with a length of work of 1-5 years (24%)
and 11-15 years (24%) with a balanced number. Most of the MSMEs that have only been
established for a long time do not yet have the strength of the cluster that covers their activities.

The product development capability variable is formed by four factors shown in the
following table:

Table 6. Product Development Capability Index Value

Index | Cate
Percentage Responses Value | gory
Indikator 1
1234 5/ 6 78 9|0
Ability to make various kinds of 00,1, 3 1, | 1
processed  food from local |0/ 0[O0/ 0 |, 3 |2 2’ 6 |, | 814 High
ingredients 116 |6 2 16
Ability to modify processed food 0,0 0 1, ) I, |1 High
0,000 |, 6’ 9 4’ 0 |, | 782
8 |1 6 8 |6
Believing that the products made are 0, 10,2,12, High
original to the market 0/0,0/0 |O|1 |5 |5 |5 |3 876
2 16 |6 |2
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Index | Cate
Percentage Responses Value | 90
Indikator 1 gory
1234 56 7|8 90
Attempts to brand the products that 0, 0, | 2, ) High
have been produced 0/0,0/0 OO0 8 |0 > 13|87
7
8 4 |8
Hig
Average Variable Index Value 83,55 | h

Source: Primary data (2023)

Based on the results of the calculation of the index value of the product development
capability variable in Table 1 above, it is 83.55, meaning that the index value of this variable
is in the high category. This indicates that the average respondent's answer is in the high
category and the percentage of this answer number indicates the existence of product
development capability. All questions on product development capability variables are
indicated by four indicators as in Table 1 above and are responded to well by local food
processing business actors in this study. The respondents' perceptions related to the product
development capability variable are as follows:

Table 7. Respondents' Perceptions of Product Development Capability Variables

Indicators

Index
Value

Research Findings Respondents’ Perceptions

Ability to make
various kinds of
processed food from
local ingredients

81,4
High

Analysis of findings:

The ability of entrepreneurs to utilize local food
sources as the main raw material for products is very
diverse. Entrepreneurs can process food ingredients
from leaves, green vegetables, tubers, cereals, nuts,
flowers, fruits, seeds, spices, herbs, fish, mushrooms,
meat, milk, and eggs into products with economic
value.

Ability to modify
processed food

78,2
High

Analysis of findings:

Entrepreneurs are able to make modifications to their
products. Modifications are made in various ways,
starting from modifying the production process,
modifying variants and types, modifying flavors,
modifying packaging and modifying the raw materials
used. One raw material can be processed into various
flavors and types.

Believes that the
products made are
original to  the
market

87,6
High

Analysis of findings:

Entrepreneurs believe that the products produced are
still limited and even believe that there are no similar
products in the market. Entrepreneurs believe that the
products they make are the result of their
brainstorming. Their products also become the brand
image of the local area because when people buy their
products, they will know that the product is the identity
of the area.
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Indicators g; (111(:2 Research Findings Respondents’ Perceptions
Attempts to brand 87 Analysis of findings:

products that have High In an effort to brand the products that have been
been produced produced, entrepreneurs do various ways, one of which

is by increasing knowledge and insights related to
brands. Entrepreneurs also register their brands and
products for patenting. In addition, to support
increased consumer confidence and add value to the
products, entrepreneurs also apply for certification for

the products they produce.
Source: Primary data (2023)

Table 2 above confirms that in their ability to develop products, entrepreneurs can process
food ingredients from local food sources (leaves, green vegetables, tubers, cereals, nuts,
flowers, fruits, seeds, spices, herbs, fish, mushrooms, meat, milk, and eggs) and can modify
products in various ways ranging from modification of the production process, modification of
variants and types, modification of flavors, modification of packaging and modification of the
raw materials used. Entrepreneurs also believe that the products produced are still limited and
there are no similar products on the market. Their products also become the brand image of the
local area because people will know that the product is the identity of the region.

To brand products that have been produced, entrepreneurs do various ways, one of which
is by increasing knowledge and insights related to brands, registering their brands and products
for patenting, and supporting increased consumer confidence by applying for certification for
the products they produce.

The marketing innovativeness variable is formed by four factors as shown in the
following table:

Table 8. Index Value of Marketing Innovativeness Variable
Index Cate

Percentage Responses

Indikators 1 Value gory

12 3 4 5 6 7 8 9 0
Trying new things in 0, o, o, 1, 2, 1, .
product marketing 00 06 O 4 36 26 08 § 2 796  Hih
Have openness to new 0 0, 0 o, o, 0 1, 2, 1, 1, 778 High
marketing ideas 04 08 4 48 12 24 62 8 ’
Continuously make 00 0, 0 0o, o, 0, 3, 2, 2, R4.2 High
product improvements 06 1 24 42 04 16 4 ’

00 o, o, 0, 0, 1, 2, 1, 1, 74.4 High
Make new product models 18 16 72 12 08 08 8 ’

Average Variable Index Value 79 High

Source: Primary data (2023)

Based on the results of the calculation of the marketing innovation variable index value
in Table 4 above of 79, it means that the variable index value is in the high category. All
indicators in this variable are in the high index category. This indicates that this answer shows
the existence of marketing innovativeness. The respondents' perceptions related to marketing
innovation are as follows:
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Table 9. Respondents' Perceptions of the Marketing Innovativeness Variable

Research Findings Respondents’

Perceptions

Trying new things in 79,6 Analysis of findings:

product marketing High New things done by entrepreneurs in the
marketing process are utilizing digital
marketing and opening opportunities and
opportunities for partnerships. The marketing
process that has previously been carried out can
continue to run along with implementing a new
marketing process.

Have openness to new 77,8 Analysis of findings:

marketing ideas High In the process of innovation, entrepreneurs are
open to ideas and ideas that come from various
sources for the marketing process of their
products.

Continuously make product 84,2 Analysis of findings:

improvements High Entrepreneurs make continuous and continuous
product improvements. The evaluation that has
been carried out during the marketing process
provides results to be able to maintain and
improve product quality, improve product
packaging to keep it safe during the distribution
process, and improve product branding to be
better known to the wider community.

Make new product models 74,4 Analysis of findings:

High Entrepreneurs innovate product models by
modifying packaging and making innovative
products in accordance with millennials and
healthy living trends. In the process of creating
product novelty, inspiration is obtained from
various sources. New products that are
marketed will have promos within a certain

time.
Source: Primary data (2023)

Indicators Index Value

Table 4 confirms that the new things done by entrepreneurs in the marketing process are
utilizing digital marketing and opening up opportunities for partnerships. The marketing
process that has previously been carried out can continue to run along with implementing a
new marketing process. Strategic use of information technology can be used to acquire and
manage knowledge and improve competitiveness (Del Giudice, M & Della Peruta, 2016; Soto-
acosta et al., 2014). Social media is increasingly used by both the industry and everyone around
the world. Through social media companies can gain useful knowledge, conduct marketing
activities, increase sales, provide services to customers and can create joint products and
services (Bresciani et al., 2016; Piller et al., 2012; Scuotto, Veronica; Del Giudice, Manlio;
Carayannis, 2017).

In the innovation process, entrepreneurs are open to ideas and ideas that come from
various sources for the marketing process of their products. Entrepreneurs make continuous
and continuous product improvements. Evaluations that have been carried out during the
marketing process provide results to be able to maintain and improve product quality, improve
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product packaging to keep it safe during the distribution process and improve product branding
to be better known to the wider community. Entrepreneurs make new product models by
modifying packaging and making innovative products for millennials and healthy living trends.
In the process of creating product novelty, inspiration is obtained from various sources.

S.  Conclusion

MSME:s processed food local products in this study are categorized as micro businesses
(66%) with the final education level of business actors SMA (62%). Based on the results of the
product development capability variable index value of 83.55 (high). The average respondent's
answer is in the high category for each indicator point. The percentage of this answer shows
that there is product development capability. Where the highest indicator value is believing that
the products made are original to the market at 87.6. In their ability to develop products,
entrepreneurs are able to process food ingredients from local food sources, able to modify
products in various ways ranging from modification of the production process, modification of
variants and types, modification of flavors, modification of packaging, and modification of raw
materials. Entrepreneurs also believe that the products produced are still limited and there are
no similar products on the market to become the brand image of the local area. Entrepreneurs
also register their brands and products for patenting and to increase consumer confidence,
entrepreneurs apply for certification for the products they produce.

In terms of marketing innovativeness, the index score was 79 (high). Where the highest
indicator value is continuously making product improvements at 84.2. Entrepreneurs utilize
digital marketing and open up opportunities for partnerships. Entrepreneurs make continuous
product improvements to maintain and improve product quality. The novelty of product models
by modifying packaging and making products in accordance with current trends.
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