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ABSTRACT

This study investigates the eco-innovation variable which has the significant effect on creative industries center’s
performance of marble and natural stone craft sector in Tulungagung, Indonesia. The object of the study is the
creative industries center with the non-renewable raw material. Mostly, the companies are in form of small and
medium-sized enterprises (SMEs) which is ‘passive eco-innovator’ and their eco-innovation variables have not
been investigated before in terms of their influence on their performance. The respondents were 81 craftsmen taken
from the population. The data were collected through questionnaires which were tested, processed and analyzed
by using Consistent Partial Least Square (PLSc). The eco-innovation variables which significantly effect on in-
novative performance are eco-organizational innovation and eco-product innovation. Eco-process innovation and
eco-marketing innovation don’t directly affect on innovative performance, but its significant effect on eco-product
innovation may influence innovative performance. Improving innovative performance will impact on financial
performance through improvement of production performance, but market performance does not significantly af-
fect financial performance. The findings of this study could be a reference for creative industries center’s of marble
and natural stone craft sector to prioritize which type of eco-innovation should be improved so that its impact on
performance is more significant.
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INTRODUCTION

the process to reduce the negative impact of us-
ing the resources (Kemp & Pearson, 2007). The
eco-innovation application does not only solve
the serious global environmental problem but

Tulungagung district is known as the biggest
marble and natural stone craft industries center

in Indonesia. Besides display crafts, craftsmen
in Tulungagung also produce items that are func-
tional as a complement to building architecture,
such as marble for tiles, wall mosaic, overlay,
sink, bathtub, whirlpool, bathroom material, park
chair and table, dining table, park lamp, water
wall, suiseki and etc (see Figure 1). The largest
market of the product is the export market in Eu-
rope, America, and Asia.

This creative industry sustainability will de-
pend much on innovation. The innovation that
can improve business performance and also cares
about the environment is eco-innovation which is
defined as a process to develop the products and
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also to increase the competitive excellence of a
company. It means that with the improvement of
consumers’ awareness about both products and
production process more environmentally friend-
ly, a company which applies eco-innovation will
have better competitive excellence compared
to other companies (Tessitore et al., 2010). Be-
sides that, there is evidence that eco-innovation
does not disturb economy performance both in
short-term and in global financial crisis condition
(Diaz-Garcia et al., 2015).

In marble and natural stone crafts industries
center in Tulungagung, the eco-innovation appli-
cation is not declared formally and strategically.
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Figure 1. Example of marble and natural

However, the global market demand has been
forcing the craftsmen to apply eco-innovation
practices. According to Kemp & Pearson (2007),
this kind of eco-innovation practices is called as
‘passive eco-innovator’ which are implement-
ing eco-innovation without using a specific
strategy to eco-innovate.

In the practice, there are different types of
eco-innovation (OECD, 2005). In order to de-
velop an effective eco-innovation program, a de-
cision maker should understand the interdepen-
dence relationship between different types of eco-
innovation (Cheng et al., 2014). This study aims
to provide a holistic analysis of the impact of eco-
innovation by investigating the interrelationship
between different types of eco-innovation and its
impact on the performance of marble and natural
stones crafts industries center, because according
to Cheng (Cheng et al., 2014) it is not effective
to conduct an eco-innovation program without
a holistic perspective.

Eco-innovation

Eco-innovation is an attempt to develop pro-
cess and new products to increase the products’
value significantly and minimize the negative
impact on the environment (Mcaloone & Hare,
2014). The eco-innovation application does not
only solve the serious global environmental
problem but also increase the competitive ex-

stone crafts in Tulungagung industries center

cellence of a company (Kemp & Pearson, 2007,
Tessitore et al., 2010).

There are four different terms which are used
inevery literature to describe the innovation which
is able to reduce the negative impact on the en-
vironment, namely “green innovation”, “eco-in-
novation”, “environmental innovation” and “sus-
tainable innovation” (Diaz-Garcia et al., 2015).
Compared to other terms, eco-innovation explic-
itly states that its analysis stage covers along the
lifecycle starting from the input until the output in
order to reduce resources consumption (Kemp &
Pearson, 2007; Reid & Miedzinski, 2008).

According to Miedzinski et al. (2013), eco-
innovation means introducing new products or
increasing significantly product/service’s value,
improving the process, organizational changing
and new marketing solution which can minimize
the use of natural resources (including material,
energy, water and soil) and also reducing the re-
lease of dangerous substances throughout its life
cycle (Miedzinski et al., 2013). MEI (Measur-
ing Eco-Innovation) Project develops innovation
definition from OECD Oslo Manual into the eco-
innovation which is defined as a process towards
sustainable development through theories and
methodological approach to develop both product
and process in order to reduce the negative effect
of the resources use (Kemp & Pearson, 2007).

Eco-product innovation is the introduction
of new products or significant improvements of
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product’s characteristics, such as improvements
its technical components and materials (Pujari,
2006). The product innovation can be in form of
existing product or service improvement or new
product development (Miedzinski et al., 2013).

Eco-process innovation is modifying the orga-
nization’s operational processes and systems, de-
creases unit costs of production, produces new or
significantly improved eco-products and reduces
environmental impacts (Negny et al., 2012). Eco-
process innovation happens if some output (prod-
uct and service) can be produced with input as
minimum as possible (Kemp & Pearson, 2007).

Marketing innovation is the implementation
of a new marketing method which includes new
packaging designs of a product, the new outlet to
display the products, promotion and new pricing.
The main problem that should be considered in
marketing innovation is the opportunity to build a
partnership with new marketing channel in order
to access previously inaccessible markets (O’ Hare
et al., 2014). From the eco-innovation perspec-
tive, the activity of eco-marketing innovation can
be in form of adding the environmental aspect in
the product promotion such as putting eco-label-
ing on the product (Miedzinski ef al., 2013).

According to Birkinshaw et al. (2008), eco-
organizational innovation refers to the improve-
ment of organizational management process
through a new method in business practices.
Kemp & Arundel (1998) conclude that eco-or-
ganizational innovation covers training program,
economical product design programs, eco-learn-
ing techniques, or build management team to
handle the environmental problem.

Company performance

Innovative performance is a combination of
overall company achievement as the result of
renewal and improvement effort which is done
through process innovation, product, organiza-
tion, and marketing, including eco-innovation
(Hagedoorn & Cloodt, 2003). Therefore, inno-
vative performance is a combination of the con-
structs of various performance-related indicators,
such as new patents, new product inventions, new
projects, new processes, new marketing practices
and new organizational structures (Gunday ef al.,
2011; Hagedoorn & Cloodt, 2003).

Production performance is measured based
on the system ability to meet product demand
based on the quality requested by the consum-
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ers, low production cost, production availabil-
ity (flexibility), production speed and delivery.
Marketing performance is scaled based on the
increase of costumers’ satisfaction, total sales,
and market share. Financial performance is mea-
sured based on the increase of Return On Sales
(profit/total sales), Return On Assets (profit/total
assets) and company profit (Cheng et al., 2014;
Gunday et al., 2011).

MATERIAL AND METHODS

Hypotheses formulation

Hypotheses in this study are formulated based
on a conceptual model which is adapted from the
study conducted by Gunday et al. (2011) and the
findings of the former study on the relationship
between any types of eco-innovation with com-
pany performance.

According to Murphy & Gouldson (2000),
eco-organizational innovation generally does not
reduce the environmental impact directly but fa-
cilitates the implementation of eco-marketing,
eco-process, and eco-product innovation. Thus,
hypotheses are formulated as follows:

e HI1: There is a positive relationship between
eco-organizational innovation and eco-prod-
uct innovation.

e H2: There is a positive relationship between
eco-organizational innovation and eco-pro-
cess innovation.

e H3: There is a positive relationship between
eco-organizational innovation and eco-mar-
keting innovation.

Ettlie & Reza (1992) state that any kind of
process innovation activities such as using new
tools, redefining task specification, and improv-
ing information access may facilitate the develop-
ment of new products. A study conducted by Bi-
gliardi & Dormio (2009); Raymond & St-Pierre
(2010); Maine et al. (2012) also supports the idea
that process innovation with new techniques will
increase an ability to add new features on the
products to meet the market demand. Therefore,
the eco-process innovation improvement really
supports eco-product innovation. Hence, Hypoth-
esis 2 for this study is formulated as follow:

e H4: There is a positive relationship between
eco-process innovation and eco-product
innovation.
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In Oslo Manual (OECD, 2005), it is said that
marketing innovation relates tightly with pricing
strategy, products packaging design, products dis-
tribution and the activities along 4 P lines (prod-
uct, price, promotion, place) introduced by Kotler
et al. (2013). Thus, marketing innovation will in-
fluence both production and distribution process.
Hence, its hypotheses are formulated as follows:
e HS5: There is a positive relationship between

eco-marketing innovation and eco-process

innovation.

e H6: There is a positive relationship between
eco-marketing innovation and eco-product
innovation.

In his empirical study, Oke (2007) found that
some types of innovations have positive relation-
ships with company’s innovative performance.
The indirect influence of the 4 types of innovation
was hoped to trigger improvement on production
and marketing performance through innovative
performance mediation. In this case, innovative
performance plays an effective role in bringing
the positive influence of the innovation on some
aspects of company performance such as produc-
tion performance, marketing performance, and fi-
nancial performance (Gunday et al., 2011). From
the findings of the previous studies, that can be
formulated hypothesis as follows:

e H7: There is positive relationship between
eco-organizational innovation and innovative
performance.

e HS8: There is positive relationship between
eco-product innovation and innovative
performance.

e HO9: There is positive relationship between
eco-process innovation and innovative
performance.

e HI10: There is positive relationship between
eco-marketing innovation and innovative
performance.

According to Koufteros & Marcoulides
(2006), besides the speed aspect and the qual-
ity, innovative performance is also related to two
other elements of production performance which
are flexibility and cost efficiency. Liu et al. (2009)
confirm in their empirical study on the positive re-
lationship between operational flexibility and the
success of the new products. Meanwhile, Peters
(2008) states that not all the innovation process
promote cost saving and they enable a company
to sell a product with competitive price. Hence,
its hypotheses are formulated as follows:

e HI11: There is positive relationship be-
tween innovative performance and market
performance.

e HI12: There is positive relationship between
innovative performance and production
performance.

Production performance as a result of organi-
zational success in increasing speed, quality, flex-
ibility, and doing cost efficiency in daily operation
logically may improve marketing position and
financial benefit (Gonzalez-Benito, 2005). Good
production performance such as high productiv-
ity and fast delivery will increase costumers’ sat-
isfaction (Li, 2005). Therefore, the hypotheses
are can be formulated as follows:

e HI13: There is positive relationship be-
tween production performance and market
performance.

e H14: There is positive relationship be-
tween production performance and financial
performance.

A good ability in product marketing will in-
crease financial benefit (Li, 2000). For this rea-
son, a hypothesis is formulated as follows:

e HI15: There is a positive relationship be-
tween market performance and financial
performance.

The conceptual model and hypotheses in this
study are illustrated in Figure 2.

Measurement development

The data for eco-innovation were collected by
asking questions that were related to indicators of
each kind of eco-innovation. Respondents were
asked to indicate in Likert scale 1-5 how far the
application and the practice of indicators of each
eco-innovation related to whether they had im-
plemented them in their business in the last three
years. Answer 1 = not implement, 2 = only imi-
tated what was implemented in a national market,
3 = only imitated what was implemented in the
international market, 4 = developed the innova-
tion which had been implemented and 5 = imple-
mented an extremely new innovation. There were
4 types of eco-innovation that were investigated.
In terms of the question on the company perfor-
mance, the respondents were asked to answer
questions related to performance indicators with
5 points of Likert Scale where answer 1 indicated
very unsuccessful, 2 = unsuccessful, 3 = fair, 4
= successful, and 5 = very successful. There are
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Figure 2. Conceptual model and study hypotheses

four types of company performances that were in-
vestigated. The questions related to each indicator
of eco-innovation and performance were devel-
oped based on the study conducted by Gunday et
al. (2011) and Cheng et al. (2014) and reference
from Miedzinski et al. (2013).

Sample and data collection

The study sample was taken from the marble
and natural stone handicraft business center in
Tulungagung district, Indonesia. There are 120
craftsmen listed. Questionnaires were distrib-
uted to owners of small to medium enterprises
that are there. The study was conducted in April
2017 until June 2017. From all of the distributed
questionnaires, there were 81 of data that could
be processed. The problem during data collect-
ing was that many respondents did not have
accurately recorded data. Besides that, most
craftsmen did not sell their own product. Their
products were delivered to the larger industries
with subcontract system.

Statistical analysis

Analysis of Structural Equation Modeling
with Partial Least Square approach was used to
investigate a predictive relationship between la-
tent variables and also between the latent variable
and its construct indicator (Hair et al., 2016; Vinzi
et al., 2010). PLS-SEM is more appropriate for
small sample size, which is most likely multivari-
ate non-normality. In PLS, the assumption of mul-
tinormal distribution is not necessary because can
direct estimated uses the bootstrapping technique.
Specifically, in this study is used consistent PLS
algorithm (Dijkstra & Henseler, 2015). The con-
sistent PLS (PLSc) algorithm performs a correc-
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tion of reflective constructs’ correlations to make
results consistent with a factor-model (Dijkstra
2010; Dijkstra 2014; Dijkstra and Henseler 2015)

To analyze the conceptual model was used
the consistent Partial Least Squares (PLSc) tech-
nique using the SmartPLS 3.2.7 software (Hair
et al., 2017). The analysis of data was started by
making a path diagram based on the conceptual
model. The next process was to test the measure-
ment model followed by an examination of the
structural model (Hair et al., 2017). To test the
significance of the path coefficients was used
a bootstrapping method with 5000 resamples
(Hair et al., 2017).

The evaluation of measurement model
(outer model)

The outer model analysis was conducted to
ensure that the indicators used were feasible to be
the measurement tool (valid and reliable). To as-
sess the measurement model two types of validity
were being examined — first the convergent valid-
ity and then the discriminant validity.

Validity test in PLS was calculated using con-
vergent validity which was defined as the corre-
lation between reflective indicator score and its
latent variable score by referring to outer loading
score, average variance extracted (AVE) and also
the composite reliability (CR). From the result
(see Table 1), it can be seen that indicators’ group
of all constructs had fulfilled the convergent va-
lidity because the outer loading score of all in-
dicators was > 0.7; and the score of Cronbach’s
Alpha, pA, CR and AVE of each construct was
> 0.5 (Henseler et al., 2016)

So far the discriminant validity can be known
by reference to the Fornell and Larcker Criteria
(Fornell & Larcker, 1981). However, there has
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Table 1. Convergent validity, composite reliability and collinearity statistics (VIF)

Model construct Indicators | Outer loadings | Cronbach’s Alpha N CR AVE VIF
o1 0.807 3.637

02 0.921 4.271
Eco-organizational innovation 03 0.838 3.885
) o4 0741 0.939 0.942 0.939 0.720 5 841
05 0.891 4.038
06 0.881 2.457
M1 0.751 2.012
- . M2 0.862 2,915
Eco-marketing innovation (M) M3 0.872 0.902 0.906 0.904 0.701 4185
M4 0.858 2.671
Pr2 0.746 3.070
Pr3 0.821 3.027

Eco-process innovation (Pr) Pr4 0.791 0.885 0.886 0.885 0.606 2.871
Pr5 0.747 1.961
Pré 0.784 1.590
Pd1 0.858 2.505
Pd2 0.847 3.993
. . Pd3 0.869 3.417
Eco-product innovation (Pd) Pd4 0.799 0.924 0.926 0.924 0.669 4713
Pd5 0.739 3.433
Pd6 0.789 1.976
IP1 0.861 2.642

. P2 0.852 3.101
Innovative performance (IP) P3 0.829 0.921 0.922 0.921 0.745 3.042
P4 0.908 3.860
PP1 0.882 4.203
Production performance (PP) PP2 0.928 0.941 0.942 0.941 0.843 4.827
PP3 0.933 4174
MP1 0.829 2.163
Market performance (MP) MP2 0.881 0.901 0.903 0.902 0.754 4.558
MP3 0.893 3.851
FP1 0.914 2.942
Financial performance (FP) FP2 0.823 0.874 0.883 0.877 0.704 2.995
FP3 0.765 1.888

recently been a criticism of the criteria, as it is
considered less reliable to assess discriminant va-
lidity in common research situations. Henseler ef
al. (2016) have suggested an alternative approach
to assess discriminant validity by using hetero-
trait-monotrait (HTMT) correlation ratios. If the
HTMT value is smaller than 1, then there is no
problem with discriminant validity (Henseler et
al., 2015). All HTMT values shown in Table 2,
indicating that the discriminant validity require-
ments have been met.

To assessment of composite models, also it is
recommendable to assess the variance inflation
factor (VIF) of the indicators, if VIF values much
higher than one, indicate that multicollinearity
might play a role (Henseler et al. 2016). From
the tabulation in Table 1, it can be seen that the
measurement result of latent variable construct
had high reliability. Based on the test result of
convergent validity, discriminant validity, and
composite reliability, it can be seen that indica-
tor used to measure a latent variable (construct)
was already valid and reliable.

Evaluation of structural models (inner model)

To evaluate the model fit, data was tested by
examining the standardized root mean square
residual (SRMR), unweighted least squares dis-
crepancy (d ULS) and geodesic discrepancy
(d_G) (Henseler et al., 2016). Shown in Table 3,
indicating that the model has a good fit.

Inner model measurement aims to test the
relevance of research model. The test is done by
looking at R? value or measurement of predictive
relevance Q* A Model is said to be relevant (fea-
sible to use) if the result of Q?> 0. R* values higher
than 0.2 indicate a good explanatory power of the
endogenous variables of the model (Chin, 2010).

Based on the calculation of R? and Q? in
Table 4, it can be seen that the designed model
had been feasible to use. Therefore, the study hy-
pothesis test could be conducted.

Hypotheses testing

To assess the structural model, Hair et al.
(2017) suggested looking at the R? and the corre-
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Table 2. Heterotrait-Monotrait (HTMT) Ratio

Heterotrait-Monotrait (HTMT) Ratio
Construct
FP MP PP e} Pr M Pd P

1P 0.652 0.746 0.747 0.755 0.681 0.733 0.790

Pd 0.628 0.683 0.647 0.717 0.760 0.789

M 0.598 0.626 0.610 0.722 0.682

Pr 0.459 0.544 0.574 0.733

e} 0.511 0.574 0.559

PP 0.778 0.781

MP 0.681

FP

Table 3. Model fit
Criterion
SRMR 0.053 < 0.08 (Henseler et al. 2016; Hu & Bentler 1998)
< [0.043;0.070] or HI95 of SRMR (Henseler et al. 2016)

d_ULS 1.651 < [0.815;2.063] or HI95 of dULS (Henseler et al. 2016)
d_G1 2.939 < [0.815;2.063] or HI95 of dULS (Henseler et al. 2016)
d_G2 2.499 < [0.815;2.063] or HI95 of dULS (Henseler et al. 2016)

Table 4. R? and Q? tabulation for endogenous variable

Construct R? Q?
Eco-organization innovation - -
Eco-marketing innovation 0.523 0.315
Eco-process innovation 0.585 0.314
Eco-product innovation 0.727 0.427
Innovative performance 0.704 0.460
Production performance 0.558 0.408
Market performance 0.668 0.448
Financial performance 0.616 0.382

sponding t-values via a bootstrapping procedure
with a resample of 5000 (see Figure 3).

The hypotheses test was conducted by com-
paring the T-statistic value with the T-table value.
At significance level of a = 5%, T-table value was
= 1.96. A hypothesis is accepted if the T-statistic
value is greater than the T-table value (Hair et al.,
2017). The result of the hypotheses testing tabula-
tion is displayed in Table 5.

DISCUSSION

Based on the test of statistic hypothesis, it can
be seen that the influence of eco-organizational
innovation variable was not significant on eco-
product innovation. This was because the com-
pany management or organization (paguyuban)
of marble craftsmen in Tulungagung had less
participation in disseminating the information
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about eco-innovative products to the craftsmen.
The influence of eco-organizational innovation
variable was significant on eco-marketing inno-
vation, eco-process innovation, and innovative
performance. Although the respondents’ answer
score which was based on the average question-
naire result was 1,772 meaning that the company
almost did not implement eco-organizational in-
novation at all, the management’s role or marble
craftsmen group is significant enough in increas-
ing innovative performance. For example, they
share information with their colleagues about
promotion strategies and online marketing or they
remind each other to provide a description that
their products are legal and they do not violate
environmental laws. The eco-organizational in-
novation which is being applied at present which
is in form of information sharing about cheaper
production process tools apparently is able to in-
crease the implementation level of eco-process
innovation. The role of craftsmen group which
was technically and strategically inactive should
be more improved because its influence is signifi-
cant in improving the innovative performance of
the crafts industry center. These findings are in
line with the findings of the study conducted Gun-
day et al. (2011) and Cheng et al. (2014).

A bit different with the study conducted by
Gunday et al. (2011) and Oke (2007) where the
marketing innovation influences innovative per-
formance, in this study, the influence of eco-mar-
keting innovation is not significant on innovative
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Figure 3. Bootstrapping results
Table 5. Results of the hypotheses testing
Hypothesis Relation T-statistics p-values Decision
H1 O—Pd 0.935 0.350 not supported
H2 O—Pr 3.669 0.000 supported
H3 O0—-M 13.503 0.000 supported
H4 Pr—Pd 2.437 0.015 supported
H5 M—Pr 2.323 0.020 supported
H6 M—Pd 3.718 0.000 supported
H7 O—IP 2.250 0.025 supported
H8 Pd—IP 1.984 0.047 supported
H9 Pr—IP 0.033 0.973 not supported
H10 M—IP 0.802 0.423 not supported
H11 IP—MP 2.150 0.032 supported
H12 IP—PP 11.157 0.000 supported
H13 PP—MP 3.070 0.002 supported
H14 PP—FP 2.510 0.012 supported
H15 MP—FP 0.818 0.413 not supported

performance. In line with Oslo Manual (OECD,
2005), eco-marketing innovation has a significant
positive effect on eco-product innovation and eco-
process innovation. Marketing innovation which
is implemented in the marble and natural stone
handicraft industry center in Tulungagung using
online media has successfully reached the wider
market, even penetrating the global market. The
demands of a more environmentally-conscious
global market, have influenced the product design
of more natural and minimalist such as many pro-
duced nowadays, making the production process
simpler, more efficient and it saves more expense.
However, the applied eco-marketing innovation
apparently has not succeeded to boost the sales
amount which makes the influence is not signifi-
cant on innovative performance. Online promo-
tion and marketing are not supported with ade-

quate physical outlet or showroom. There has not
been an integrated information center about the
potential of the marble and natural stone industry
in Tulungagung, has made difficult for prospec-
tive buyers. Many buyers complained about the
marble industry craftsmen’s and various products
made from natural stone that spread without any
product information’s center that can guide po-
tential investors, traders, and tourists. This con-
dition is causing, the results of this study do not
support the study hypothesis of H10.

In line with the findings of the study conduct-
ed by Bigliardi & Dormio (2009); Raymond &
St-Pierre (2010); Maine et al. (2012), Gunday et
al. (2011) and Cheng et al. (2014), eco-process
innovation has significant positive effect on eco-
product innovation. With the increase of crafts-
men’s ability to create their own simpler and cost-
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safe new machining tools, the type of product that
can be made becomes more varied according to
the buyer’s demand. The eco-process innova-
tion which is related to the delivery process of a
product or raw material is still constrained by the
fact that there has not been any cargos terminal or
container’s company so that it makes the delivery
process cannot be done anytime. This has led to
the fact that even though eco-process innovation
has the significant influence on eco-product inno-
vation, it does not have the significant influence
on innovative performance.

Eco-product innovation has the significant
effect on innovative performance. The types of
product produced in creative industries center of
marble and natural stone mostly depend on buy-
ers’ request. The global market demand which is
more eco-innovative has been successfully push-
ing the craftsmen to create eco-innovative prod-
ucts. The craftsmen’s ability in the production
process has been increasing the products’ amount
and variation which finally can improve innova-
tive performance. This finding is in line with the
finding of the study conducted by Oke (2007) and
Gunday et al. (2011).

Like the findings of the study conducted
by Koufteros & Marcoulides (2006), Liu et al.
(2009), Peters (2006) and Gunday et al. (2011),
innovative performance variable has significant
positive influence on production performance and
market performance. The innovative performance
improvement which is measured by increased
ability to introduce new products to the market,
improvement on ability of production process;
and the increase of new products apparently is
able to improve production performance (product
quality improvement, ability in providing prod-
ucts amount based on consumers’ demand, pro-
duction speed and product delivery) and market
performance (the increase of costumers’ satisfac-
tion, total sales and market).

A bit different with the study conducted by
Gunday et al. (2011) where the production perfor-
mance does not influence financial performance,
in this study, the production performance has
significant positive influence on financial perfor-
mance (return on sales, return on assets and gen-
eral profit) or support the study hypothesis. This
finding is in line with the findings of the study
conducted by Gonzalez-Benito (2005), Li (2005)
and Li (2000). In contrast to other studies, in this
study, market performance has no significant ef-
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fect on financial performance. Based on the re-
spondents’ opinion, the average rate of success-
ful financial performance over the last 3 years
is considered to be less successful even though
improvement of the innovative performance and
production performance are quite successful.
This is because the price and expenses on the raw
material are getting high while the sale price is
stable and some even decrease.

CONCLUSIONS

From this study, it can be concluded that eco-
innovation variables which significantly influ-
ence the innovative performance in the creative
industries center of marble and natural stone
crafts in Tulungagung are eco-product innovation
with T-statistic of 1.984 and eco-organizational
innovation with T-statistic of 2.250. Eco-innova-
tion variables which do not have the significant
influence on innovative performance in creative
industries center of marble and natural stone in
Tulungagung are eco-marketing innovation vari-
able with T-statistic of 0.802 and eco-process in-
novation variable with T-statistic of 0.033.

Innovative performance variable significantly
has a positive influence on production perfor-
mance with T-statistic of 11.157 and market per-
formance with T-statistic of 2.150. Production per-
formance variable significantly influences market
performance with T-statistic of 3.070 and finan-
cial performance with T-statistic of 2.510. Market
performance variable not significantly influences
financial performance with T-statistic 0.818.

Thus, innovative performance in creative
industries center of marble and natural stone in
Tulungagung will increase if the implementation
level of eco-organizational innovation and eco-
product innovation are improved. Improving the
implementation of eco-process innovation and
eco-marketing innovation even though it does not
directly improve the innovative performance, but
through the improvement of eco-product innova-
tion will be able to improve innovative perfor-
mance. Improvement of innovative performance
will significantly improve production perfor-
mance and market performance and ultimately
will improve financial performance. However,
improved market performance does not signifi-
cantly affect financial performance.
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