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Abstract: This study examines the sustainability challenges in Indonesia's small and medium-scale batik 
industry, focusing on Sustainable Industrial Performance (SIP), Marketing Orientation (MO), and Green 
Marketing Mix (GMM). Consumer awareness of environmental sustainability influences the demand for 
eco-friendly batik products, making sustainable practices critical. The research investigates how SIP, MO, 
and GMM interact to affect sustainability outcomes in the batik sector. The study tests ten hypotheses with 
two independent variables (MO and GMM) and one dependent variable (SIP). Data were collected from 
238 SMEs in Pekalongan, Central Java, Indonesia, using a questionnaire and analyzed with Structural 
Equation Modeling-Partial Least Squares (SEM-PLS). The findings reveal that marketing orientation and 
green marketing strategies significantly impact economic, environmental, and social sustainability 
performance. However, marketing orientation does not influence green marketing strategies, and GMM does 
not mediate the relationship between marketing orientation and sustainability performance. This study 
provides insights into adopting sustainable practices and the role of marketing strategies in enhancing the 
batik industry's sustainability. 
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1. Introduction 
The business world is now forced to respond positively to environmental challenges, which are 

demands from environmentally conscious customers in response to growing environmental issues (Ali et 
al., 2020). However, many argue that the lack of credibility and reliability of advertising, especially about 
environmental regulations, hinders consumers' desire to engage in environmentally responsible 
consumption. An eco-friendly label is a certification mark or stamp of approval that guarantees the integrity 
of environmentally friendly claims and reminds customers of the environmental quality of their goods or 
services. These products are educational resources created to help users internalize the negative impacts of 
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product manufacture, consumption, and disposal on the environment (Atkinson & Rosenthal, 2014), (Chen 
& Liu, 2019). Businesses that can successfully adjust to market changes and anticipate shifting conditions 
will have a competitive edge (Ali, G. A., Hilman, H., & Gorondutse, 2020). 

Consequently, academics and practitioners are paying more and more attention to market orientation 
capabilities (Foerstl et al., 2021; Murillo Oviedo et al., 2020; Schulze et al., 2022). Due to the high costs of 
sustainable practices, a lack of skills and training, a lack of standard metrics, and a failure to adopt new 
technology, SMEs in developing nations have yet to be able to ensure sustainable operations (Kumar & 
Ghodeswar, 2015). The performance of SMEs might be impacted by the incomplete adoption of sustainable 
and innovative technical processes (Shekhar, 2019). This paper uses two aspects of marketing orientation 
and green marketing to encourage SMEs' sustainable performance, especially in the textile sector. 

2. Materials and Methods 
Numerous studies have shown that market-oriented businesses do better when launching new products 

in these circumstances despite uncertainty being acknowledged as a bad contextual situation. Previous 
research shows market uncertainty can increase the relationship between MO and new product success  
(Taghvaee & Talebi, 2023). The term MO describes how much a business values, supports, and promotes 
actions that align with its marketing philosophy. Marketing According to this theory, it is the key to 
achieving long-term success for businesses by identifying and fulfilling customer desires more effectively 
than their competitors (Kirca et al., 2005). Besides that, externally, MO is more focused and is a business 
step that pays attention to the environment (Day & Wensley, 1988). Green marketing also highlights the 
ecological impact of marketing and is important for solving environmental problems (Lazer, 1969). As an 
organizational endeavor to develop, advertise, and sell environmentally friendly products, environmental 
marketing or was first described by Pride and Ferrell in 1993 (Jeevandas et al., 2019)(Mekaniwati et al., 
2023). 

Green management simultaneously shows a significant influence on ecosystem sustainability. 
Stakeholder demands, resources, knowledge, and product uniqueness significantly influence green 
management. The desired performance will also increase along with improvements in green management 
(Raharjo, 2019). Companies must overcome environmental barriers to have major market influence, 
especially in the twenty-first century and beyond (Jones et al., 2008). Eco-friendly marketing also highlights 
the ecological impact of marketing and is important for solving environmental problems (Lazer, 1969). 
Adopting environmentally friendly innovations is the greatest way to maximize profits without sacrificing 
economic competitiveness (Costantini et al., 2017). Green marketing has also inspired the company's 
approach for sustaining business sustainability through green innovation (Chen & Liu, 2019). Improved 
corporate performance is a necessary and sufficient condition for marketing capabilities, mutual customer 
value creation, and market orientation to influence the development of marketing strategies (Wu & Monfort, 
2022). 

The integration of three interests—fair economic participation, environmental protection, justice and 
social responsibility in the decision-making process is the foundation of sustainable development (Jing & 
Wang, 2020). This study aims to find out how the relationship between MO and GMM supports sustainable 
performance in the textile sector of small and medium enterprises (SMEs) in Central Java Province. 
Indonesia. This research evaluates the primary construct, namely marketing orientation (MO). 
Environmental marketing (GMM) supports sustainable performance in the textile sector of small and 
medium enterprises (SMEs) in Central Java Province, Indonesia, using ten hypotheses outlined in the 
research framework. Related measures come from previous literature. This research uses a quantitative 
research design and a questionnaire distributed to 238 SMEs respondents to obtain data. Next, the data was 
tested using partial least squares structural equation modeling. 

3. Results 
All items from each variable exhibit a positive loading are above 0.50 and p-value below 0.05. This 

indicates that these items effectively explain the related dimensions or variables, demonstrating their 
relevance and statistical significance within the analysis. Items that were excluded from the analysis had 
loading values below 0.50, which suggests they did not adequately contribute to explaining the respective 
dimensions or variables. Consequently, these items were not included in the final analysis due to their low 
loading values.  
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Table 1. Result of Second order dimension (Loadings Factor) 

Dimension Loadings t-stat p-value 
Implementation of Market Orientation 
Customer Orientation 0.75 18.06 0.000 
Competitor Orientation 0.72 16.45 0.000 
Inter-function Coordination 0.80 16.46 0.000 
Implementing Green Marketing Mix* 
Green Product 0.07 1.29 0.098 
Green Price 0.31 1.98 0.024 
Green Place 0.12 1.85 0.032 
Green Promotion 0.17 1.27 0.103 
Green Process 0.19 2.29 0.011 
Green People 0.19 1.75 0.040 
Green Physical Evidence 0.06 0.61 0.270 

 
Table 1 shows that almost all dimensions forming each variable's second-order construct have positive 

path coefficient values above 0.50 and p-values below 0.05. This indicates that these dimensions effectively 
explain the related latent variables. However, for the *Implementing Green Marketing Mix* variable, three 
indicator variables—Green Product, Green Promotion, and Green Physical Evidence—have p-values above 
0.05, making them statistically insignificant. Despite their lack of significance, these three indicators will 
be retained in the analysis, as they cannot be excluded from the model. 

Table 2. Result of Convergence Validity and Second-Order Dimensions 

Variable/Dimension Average Variable 
Extracted (AVE) Decision 

Implementation of Market Orientation 0.57 Valid 
Customer Orientation 0.69 Valid 
Competitor Orientation 0.60 Valid 
Inter-function Coordination 0.51 Valid 
Implementing Green Marketing Mix*   
Green Product 0.52 Valid 
Green Price 0.81 Valid 
Green Place 0.62 Valid 
Green Promotion 0.71 Valid 
Green Process 0.65 Valid 
Green People 0.76 Valid 
Green Physical Evidence 0.71 Valid 
Sustainable Industry Performance (Economics) 0.54 Valid 
Sustainable Industry Performance (Environment) 0.70 Valid 
Sustainable Industry Performance (Social) 0.61 Valid 

Note: * Green Marketing Mix has no validity value (Formative). 

Table 2 captures that all second-order dimensions and the main latent variable have AVE values equal 
to or greater than 0.50. This indicates that the dimensions and the main latent variable meet the requirements 
for construct validity. The reliability of a measurement model is crucial to ensure that the constructs are 
consistently measured. Two common indicators of reliability are Cronbach's Alpha and Composite 
Reliability. Cronbach's Alpha assesses the internal consistency of the items within a construct, with values 
above 0.70 generally considered acceptable, indicating that the items reliably measure the same underlying 
concept. Composite Reliability offers a more precise internal consistency measure, accounting for each 
item's different loadings, and is often preferred in structural equation modelling. A value above 0.70 for 
composite reliability also suggests that the construct's indicators are reliable. This section presents the results 
of Cronbach’s Alpha and Composite Reliability to evaluate the internal consistency and reliability of the 
constructs in the model. 
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Table 3. Result of Reliability and Second order dimension 

Variable/Dimension Cronbach’s 
Alpha 

Composite 
Reliability Decision 

Implementation of Market Orientation 0.63 0.80 Reliable 
Customer Orientation 0.55 0.82 Reliable 
Competitor Orientation 0.35 0.75 Reliable 
Inter-function Coordination 0.68 0.80 Reliable 
Implementing Green Marketing Mix*    
Green Product 0.70 0.81 Reliable 
Green Price 0.92 0.94 Reliable 
Green Place 0.79 0.87 Reliable 
Green Promotion 0.87 0.91 Reliable 
Green Process 0.86 0.90 Reliable 
Green People 0.89 0.93 Reliable 
Green Physical Evidence 0.86 0.91 Reliable 
Sustainable Industry Performance (Economics) 0.79 0.85 Reliable 
Sustainable Industry Performance (Environment) 0.78 0.87 Reliable 
Sustainable Industry Performance (Social) 0.78 0.86 Reliable 

Note: * Green Marketing Mix has no validity value (Formative). 

Table 3 displays that almost all second-order dimensions and the main latent variables have Composite 
Reliability values greater than 0.70. This indicates that the dimensions and main latent variables meet the 
requirements for construct reliability. 

Table 4. Result of Variance Inflation Factor (VIF) 

Formative Indicator  VIF 
Implementing Green Marketing Mix  
Green Product 1.629 
Green Price 9.129 
Green Place 3.334 
Green Promotion 8.655 
Green Process 3.027 
Green People 5.335 
Green Physical Evidence 3.476 

Dependent variable: Green Marketing Mix 

Table 4 indicates that all formative indicators of the Implementing Green Marketing Mix variable have 
VIF values below 10, so there is no multi-correlation between these indicators. The coefficient of 
determination (R²) and Predictive Relevance (Q²) are key indicators used to assess the quality and predictive 
power of a structural equation model (SEM). R² measures the proportion of variance in the dependent 
variables explained by the independent variables, indicating the model's explanatory power. A higher R² 
value suggests a better fit and stronger explanatory power. On the other hand, Q² assesses the model's 
predictive relevance by evaluating how well the model predicts new data. It is calculated using the 
blindfolding procedure, with values greater than zero indicating that the model has predictive relevance for 
the dependent constructs. This section presents the results for both the R² and Q² values, providing insights 
into the model's explanatory and predictive capabilities (see Table 5). 

Table 5. Results of the Coefficient of Determination (R2) and Predictive Relevance (Q2) 

Endogenous Latent Variables R2 Q2 Decision (R2) Decision (Q2) 
Implementing Green Marketing Mix 0.00 0.01 Very Small Good 
Sustainable Industry Performance (Economics) 0.57 0.29 Average  Good  
Sustainable Industry Performance (Environment) 0.53 0.36 Average Good  
Sustainable Industry Performance (Social) 0.76 0.46 Big Good  
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The discriminant validity of a measurement model refers to the degree to which different constructs are 
distinct. One commonly used method to assess discriminant validity is the Fornell-Larcker Criterion, which 
compares the square root of the Average Variance Extracted (AVE) for each construct with the correlations 
between that construct and all other constructs in the model. According to this criterion, discriminant validity 
is established if the square root of a construct's AVE is greater than its correlations with other constructs, 
indicating that the construct shares more variance with its indicators than with other constructs. This section 
presents the discriminant validity results using the Fornell-Larcker Criterion to assess the distinctiveness of 
the constructs in the model. 

Table 6. Result of Discriminant Validity using Fornell-Lacker Criterion 

Construct(s) MO SIP 1 SIP 2 SIP 3 
MO 0.578    
SIP 1 -0.109 0.737   
SIP 2 0.193 0.674 0.836  
SIP 3 0.255 0.638 0.757 0.780 

 
Table 6 shows that using the Fornell-Larcker criterion, this study demonstrates that all variables meet 

the requirements for discriminant validity. 

Table 7. Result of Hypothesis testing 

Path Analysis β Std. Error t-stat p-value Decision 

MO → SIP Eco -0.15 0.05 3.12 0.001 Accepted 
MO → SIP Env 0.15 0.05 3.33 0.000 Accepted  
MO → SIP Soc 0.21 0.04 4.92 0.000 Accepted  
MO → GMM 0.06 0.09 0.62 0.268 Rejected  
GMM → SIP Eco 0.75 0.03 26.03 0.000 Accepted 
GMM → SIP Env 0.70 0.04 16.86 0.000 Accepted  
GMM → SIP Soc 0.84 0.02 35.48 0.000 Accepted  
MO → GMM → SIP Eco 0.04 0.07 0.61 0.270 Rejected  
MO → GMM → SIP Env 0.04 0.07 0.62 0.269 Rejected  
MO → GMM → SIP Soc 0.05 0.08 0.62 0.269 Rejected  

  
Table 7 indicates that marketing orientation has a significant effect on sustainable industry performance 

(economics), sustainable industry performance (environment) and sustainable industry performance 
(social). Also, this study found that green marketing strategy has a significant effect on sustainable industry 
performance (economics), sustainable industry performance (environment) and sustainable industry 
performance (social). Besides that, this study found that marketing orientation does not affect green 
marketing strategies. Interestingly, this study found that GMM does not mediate the relationship between 
marketing orientation and sustainable industry performance (economics), sustainable industry performance 
(environment) and sustainable industry performance (social). 

4. Conclusion 
This study reveals several key insights regarding the relationship between marketing orientation, green 

marketing strategies, and sustainable industry performance across economic, environmental, and social 
dimensions. Firstly, the findings confirm that marketing orientation significantly impacts all three aspects 
of sustainable industry performance: economic, environmental, and social. This suggests that a strong 
market-oriented approach can drive industry sustainability efforts by improving financial outcomes, 
environmental practices, and social responsibility initiatives. Additionally, the study highlights the 
significant role of green marketing strategies (GMM) in influencing sustainable industry performance in the 
same three areas—economic, environmental, and social. This underscores the importance of integrating 
environmental concerns into marketing strategies, which in turn contribute to the long-term sustainability 
of industries. However, the study also uncovered some unexpected results. Specifically, marketing 
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orientation was found to have no direct effect on green marketing strategies, suggesting that while marketing 
orientation is important for sustainability performance, it does not necessarily drive the adoption of green 
marketing practices.  

This finding questions the assumed relationship between marketing orientation and adopting 
sustainability-focused marketing tactics. Furthermore, the study found that green marketing strategies 
(GMM) do not mediate the relationship between marketing orientation and sustainable industry performance 
across the economic, environmental, and social dimensions. It indicates that while both marketing 
orientation and green marketing strategies independently contribute to sustainability outcomes, green 
marketing strategies do not serve as a linking mechanism between marketing orientation and sustainable 
performance. Overall, these findings emphasize the direct impact of marketing orientation and green 
marketing strategies on sustainable industry performance while highlighting the complexity of their 
interactions and the need for further research into how these variables interrelate. 
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