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Abstract— Food and beverage (F & B) are the primary needs of people. In the hand of creative people, 

they can become profitable businesses. Furthermore, these profits are used by the owners to expand 

their company. Therefore, society will recognize this company as a business performer. To realize it, 

moreover, this study utilizes co-creation value and product innovation as the determinants of business 

performance. This study intends to investigate and analyze the effect of co-creation value and product 

innovation on business performance. The samples consist of 60 culinary business owners in West Java, 

taken by the purposive sampling method. Furthermore, we employ an online survey by distributing 

questionnaires to collect their response. The variables-related data; hence, are examined by the 

structural equation model based on variance. Overall, this study declares that co-creation value and 

product innovation own a positive effect on business performance. Based on this evidence, both the 

applied and academic suggestions gets presented in the last section of this manuscript. 
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I. INTRODUCTION 
Food-and-beverage is one of the potential industries in Indonesia. This situation happens because the people 

in Indonesia are so many(Husin, 2015)that it becomes an opportunity for creative people to establish and run a 

culinary business (Prasetyo, 2014).In Indonesia, this business consists of service providers (restaurant and 

catering)and goods packaging providers Indisputably, the food-and-beverage goods intend to meet not only local 

needs but also domestic traveler needs (Lazuardi & Triyadi, 2015).In West Java, the development of this culinary 

business exists (Fajri, 2018), especially for some cities like Bandung, Bogor, Cirebon, Sumedang, and Sukabumi 

(Hidayat, 2013). 

To support business performance (BP), knowing the determinants is essential for the owners. According to 

the previous study evidence, at least, two factors exist. They are co-creation value (CCV)(Hamidi & Gharneh, 2017; 

Nuryakin, Aryanto, & Setiawan, 2018; Fonjong & Tian, 2019)and product innovation (PI)(Lages, Silva, & Styles, 

2009; Lee, 2010; Rosli & Sidek, 2013; Haryono & Marniyati, 2017; Herman, Hady, & Arafah, 2018; Najmi & 

Abror, 2019).  
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According to Haro, Ruis, &Cañas(2014), co-creationis the improvement of the traditional value construction 

model. Conventionally, Samuelson & Nordhaus(2009) explain the added value on goods happens when firms pass 

each stage in the production; consequently, the total is equal to the value of the finished products. After that, the 

firms sell them in the market by a distribution function. By consideringthe market competition, as explained by Haro 

et al. (2014), they involve their customers to participate in their business development. By implementing it, co-

creation value should be able to contribute to business performance, as the research of Hamidi & Gharneh(2017), 

Nuryakin, Aryanto, &Setiawan(2018), and Fonjong&Tian(2019) demonstrates. Unfortunately, 

Mulyana&Sutapa(2016)unsuccessfully exhibit this positive relationship; instead, they find no effect.  

Product innovation is the key for a business to get better. Without it, the firms will get left behind. For 

example, Nokia stands for the comfort zone. When the rivals competed to present smartphones to market, Nokia did 

not adopt new technology quickly to produce innovative smartphones. As a result, the products of Nokia are not as 

famous as they were in their success between 1996 and 2000 and cannot recover well (Ahmer, 2019).Overall, the 

innovated product should be able to elevate the business performance, as declared by  Lages et al. (2009), 

Lee(2010), Rosli&Sidek(2013), Haryono&Marniyati(2017), Herman et al.(2018), as well as Najmi&Abror(2019) 

show a positive. Unlike them, Permana(2017), Tresna & Raharja(2019), William & Kosta(2020)demonstrate no 

effect. 

This inconsistency evidence of these previous studies focusing on the influence of these two determinants of 

business performance stimulates this study. Thus, this study aims to investigate and analyze the effect of co-creation 

value and product innovation on culinary business performance in West Java. In the next section, this paper intends 

to displaythe theoretical framework and hypothesis development, the research method, the results-and-discussion. 

Finally, the conclusion and recommendations get presented.  

 

THEORETICAL FRAMEWORK AND HYPOTHESES DEVELOPMENT  

Shared creation of value by the customer and the supplier which requires the combined effort of the partners 

for developing a new offer means co-creation (Cossío Silva, Revilla Camacho, & Vega Vázquez, 2013). Based on 

this conception, the main business is in the interaction point of the customer and the company rather than the value 

chain (Sjödin & Kristensson, 2012).Meaning co in co-creation refers to the actors or person who participate in the 

process of creating the value and includes customers, firms, brand communities and other actors and meaning of 

creation refers to unifying and integrating multiple resources contributed by different actors (Saarijärvi, Kannan, & 

Kuusela, 2013) 

Co-creation value is the mutual aid between the company and its consumers to build new ideas, designs, and 

some enhancements related to the goods and services the company offers (Prahalad & Ramaswamy, 2004). This 

cooperation is useful not only for creating their loyalty for the existing costumers but also for inviting new 

costumers and reinforcing the brand in their mind (Piligrimiene & Virvilaite, 2015). This value, moreover, is 

operated by the company to elevate business performance, asHamidi &Gharneh (2017), Nuryakin et al. (2018), 

Fonjong&Tian (2019)demonstrate.  

Company performance is the ability to manage resources to provide value. By knowing this performance, the 

level of efficiency and productivity can be measured. An assessment of this performance is useful todetermine the 

extent of development. Performance is defined as the work that can be achieved by a person or a group of people in 

a company in accordance with the authority and responsibility of each to achieve corporate objectives legally 

without violating the law and contradicting morals and ethics (Rivai&Basri, 2004).  

The performance is produced by a company in a certain period with reference to a set of standards. The 

measurement of company performance activities is designed to assess how the final results are achieved. 

Venkatraman and Ramanujam (1986) explain that organizational effectiveness is broadly due to business 

performance, where the primary internal aspect is financial performance. The success of a company depends on not 

only efficiency but also the places where the company operates. (Mohamed Abdi & Yassin Sheikh Ali, 2013) argue 

that firm performance is the result of the efficiency and effectiveness touse resources 

Firm performance usually uses a pool of ideas and strategies and has its own unique approach in co-creation 

which is specific in its aim to increase the productivity of a firm’s performance. The connection between the stage in 

which a firm get involved in co-creation and improvements in firm growth and profitability has been widely 

discussed (Hamidi & Shams Gharneh, 2017; Killa, 2014; Nuryakin, Aryanto, & Setiawan, 2018).By denoting this 

previous study evidence; therefore,we specify the first hypothesis in this manner. 

H1: Co-creation value has a positive effect on business performance.  

 

According to Lee (2010), a firm offering innovative products to consumers can distinguish itself from rivals; 

therefore, this firm can raise its market demand. Subsequently, this condition contributes to the increase in its 
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performance. Correspondingly,Lages et al. (2009)argue that innovation creating high-quality products can lead to a 

positional advantage that drives the demand of end-users and motivate them to pay for theproducts at the premium 

price. Hence, this innovation can increase revenue and profit margin for the firm. Furthermore, these arguments get 

verified byLages et al. (2009), Lee (2010), Rosli&Sidek(2013), Haryono&Marniyati(2017), Herman et al. (2018), 

Najmi&Abror(2019)who find product innovation positively affects business performance.  

The linkage between product innovation and firm performance is emphasized bya large number of researches 

(Atalay et al., 2013; Cillo et al., 2010; Hamidi & Shams Gharneh, 2017; Karbowski, 2019; Koellinger, 2008; Sahid 

& Habidin, 2018). All the researchers analyze how product innovation has an affect on firm performance.By 

mentioning this information; therefore, we specify the second hypothesis in this manner. 

H2: Product innovation has a positive effect on business performance. 

 

RESEARCH METHOD 

Research Variable Definition 

This study has two kinds of variables: independent and dependent. Furthermore, the information associated with 

these variables is as follows. 

a. Co-creation value (CCV) and product innovation (PI) become the independent variable. The items of these 

variables denote the study of Hamidi&Garneh(2017).  

b. Business performance (BP)becomes a dependent variable. The items of this variable also mention 

Hamidi&Garneh (2017), with some modifications in the number of items.  

 

Table 1. The Definition of Research Variables  

No. Research Variable Question Items Scale 

1. Co-creation value 

 

Costumers know information about the product by learning it from 

the firm (CCV1). 

Customers get experiences when they are with the firm (CCV2). 

Customers and firm leaders share ideas themselves (CCV3). 

Customers and firm leadersjointo create value (CCV4). 

The firm creates a good relationship with its suppliers (CCV5). 

The leaders can create knowledge to get kept and transfer it to the 

internal employee in the firm (CCV6). 

Interval 

2. Product innovation  

 

The firm becomes the first player to employ a new tool to result in 

the product. 

The firm utilizes up-to-date technology (PI2). 

The firm purchases new fixed assets that can get used in 

production (PI3).  

The firm is the frontrunner in innovation (PI4). 

Interval 

3. Business performance  The firm can create more profits based on assets employed than its 

rivals (BP1). 

The firm can create more profits based on the fund shareholder 

utilized than its rivals (BP2). 

The firm has revenue that is better than its rivals (BP3). 

The assets of the firm are higher than those of its rivals (BP4). 

Interval 

 

Population and sample 

 The population of this study is the owners’ culinary business in West Java, Indonesia, in 2019, and purposive 

sampling performs as the sampling technique with the criterion: the venture managed has been available since 2017. 

By alluding to our observation, 60 owners in West Java meet this situation and become the sample size.  

 

Method to gatherthe data 

This study utilizes a survey to gather the data. According to Hartono (2012), this method is useful to geta 

response from the participants. To measure their response, we use the range aseven-point Likert scale: one is for the 

extremely disagree, andseven is for extremely agree. Additionally, the survey gets executed from September to 

December 2019.  

 

Method to analyze data 
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 The number of respondents as the samples is 60; therefore, this study employs the variance-based structural 

equation model (SEM) (see equation 1).This model, according to Ghozali&Fuad(2005), is suitable for when the total 

samples are between 30 and 100 respondents.  

 

BP = γ1CCV+ γ2PI + ζ………………………………………………………………………... (1) 

 

 Before estimating this model, the available items of the research variables must surpass the validity and 

reliability test and the criteria of the goodness-of-fit model.  

A. Validity and reliability test  

 This study uses confirmatory factor analysis (CFA) to test validity. Denoting Sholihin&Ratmono(2013), 

the answer of respondents is valid if the loading factor of items overdoes 0.5.  

 This study utilizes the composite reliability coefficient analysis. As stated by Sholihin&Ratmono 

(2013), the valid items of each variable are reliable if this coefficient goes beyond 0.7.  

B. The goodness-of-fit model criteria 

After testing the validity and reliability test, detecting the goodness-of-fit model is essential. To realize 

it,additionally, we use the following criteria. 

1. The Stone-Geisser Q
2
, suggested by Ghozali(2008), to assess the predictive ability of this model. The Q

2
 is 

essential to be higher than 0, so that model has the relevantpower to predict.  

2. The effect size (f
2
), suggested by Ghozali (2008), to determine the degree of power on each impact of the 

latent independent variables on the dependent variable based on this rule: 

a. If f
2
 is lower than 0.02, the explaining variable in the model has weak power to predict. 

b. If f
2
 is between 0.02 and 0.15, the explaining variable in the model has medium power to predict. 

c. If f
2
is higher than 0.15, all the explaining variable is strong to predict.  

 

RESULTS AND DISCUSSION 

Test Result of Validity and Reliability  

We use CFA to test validity on a cross-loading factor of the items of each variable used, where the result is in 

Table 2.  

 All the loading factor of the items of CCV, PI, and BP highlighted yellow exceeds 0.5; consequently, the 

answer of the respondents for each item is valid.  

 Also, the composite reliability coefficients of CCV, PI, and BP are 0.854, 0.910, and 0.979, respectively. 

This situation means the accurate answer of items is reliable because these coefficients are higher than 0.7 as 

its cut-off point. 

 

 

 

 

Table 2. Cross-Loading Factor and Composite Reliability 

Coefficient 

Question Items CCV PI BP 

CCV1 0.796 -0.025 0.292 

CCV2 0.806 -0.038 -0.011 

CCV3 0.800 -0.183 0.061 

CCV4 0.640 0.130 -0.153 

CCV5 0.615 0.184 -0.283 

PI1 -0.015 0.909 -0.079 

PI2 -0.229 0.872 0.138 

PI3 0.250 0.852 -0.058 

BP1 -0.027 0.014 0.981 

BP2 -0.059 0.016 0.976 

BP3 0.067 -0.057 0.920 

BP4 0.023 0.024 0.959 

Composite Reliability 0.854 0.910 0.979 
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Coefficient  

Source:  Output of WarpPLS 7.0 

 

The detection result of the goodness-of-fit model  

Table 3 shows the result of detecting the goodness-of-fit model by Stone-Geisser Q-squared and the f
2
 for the effect 

size of CCV and PI.   

 The Stone-GeisserQ-squared of 0.248 shows that the model has a predictive relevance.  

 The f
2 
for the effect size of CCV and PI is 0.077 and 0.161; it means that the CCV has the medium power to 

predict, but PI is strong to predict.  

 

Table 3. The detection result of the goodness-of-fit model: BP = f(CCV, BPI) 

The criterion employed  The value of the criterion 

Stone-GeisserQ-squared 0.248 

f
2
for the effect size of CCV 0.077 

f
2
for the effect size of PI 0.161 

Source:  Output of WarpPLS 7.0 

 

The estimation result of the model 

Table 4 displaysthe estimation result of the structural equation model based on variance, including the path 

coefficient sign, standard errors, t-statistic, and the probability of t-statisticfor a causal relationship.  

 

Table 4. The estimation result of variance based-SEM  

Hypothesis 
Causal 

Relationship 
Path Coefficient 

Standard 

Error 
t-statistic 

Probability 

value 

H1 CCV BP 0.220 0.120 1.839 0.035 

H2 PI  BP 0.365 0.114 3.211 0.001 

Source: Modified Output of WarpPLS 7.0 

 

The Test Result of Hypotheses  

Statistically, the first and second hypotheses (H1 andH2) become alternative ones. Then, the hypothesis 

testing is associated with the proving of the null hypothesis. To exam the null hypothesis, moreover, we contrast the 

probability value of t-statistic with a 5% significance level. If this value is lower than 5%, we refuse the null 

hypothesis. Instead, we accept the alternative hypothesis.  

 In Table 4, the probability value of the t-statistic for the path coefficient γ1 is 0.035. Since this value is lower 

than 5%, we reject the null hypothesis and accept the alternative. Therefore, co-creation value has a positive 

effect on business performance.  

 Similarly, the probability value of t-statistic for the path coefficient γ2 is 0.001. Since this value is lower than 

5%, we refuse thenull hypothesis and accept the alternative.Therefore,product innovation has a positive effect 

on business performance. 

 

Discussion  

This research successfully proves the positive influence of co-creation value on business performance. By 

involving the consumers to give the ideas and suggestions to the venture, the customers become appreciated. 

Furthermore, several pieces of this information can be used by the leader and employee in the firm to overcome the 

weakness and improve the performance. Hence, this situation affirms several studies showing a positive effect, for 

instance, Hamidi & Gharneh (2017), Nuryakin et al. (2018), and Fonjong&Tian (2019). Thus, this aspect enhances 

co-creation value that will significantly impacts on the high level of business performance. 

 Also, this research effectively verifies a positive impact of product innovation on business performance. 

Product innovation is one of the strategies exhaustedto solve market competition in the culinary industry. In this 

industry, the palate of food and beverage is a unique source of innovation that the venture has to, besides the 

technology and the utilization of new fixed equipment. Therefore, the owner enhances and promotes some new 

tastes of the offered products to attract the consumer to buy.  Henceforth, this condition confirms several studies 

demonstrating the positive effect, for example, Lages et al. (2009), Lee (2010), Rosli&Sidek(2013), 

Haryono&Marniyati(2017), Herman et al.(2018), Najmi&Abror(2019). Thus, this aspect enhances product 

innovation that will significantly impacts on the high level of business performance. 
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CONCLUSION AND RECOMMENDATION 

This study expects to prove and analyze the effect of co-creation value and product innovation on business 

performance. For realizing this intention, 60 owners in the culinary business get ask for the participants of this study 

as the sample. After discussing the hypotheses testing result, we summaries there is a positive tendency for two 

causal relationships. This circumstance means co-creation value and product innovation are looked-for to perform 

the business well.Realistically,  based on this evidence, this study recommends that: 

a. The firms in the culinary industry should open active communication with their customers to get some 

improvement to their products by holding regular meetings online or offline.  

b. The firms augment and promote the new taste of food and beverage as one of the innovation forms to make 

their products attractive in the market.  

 

 This study is not perfect in some methodological aspects, especially for the number of determinants of 

business performance and the total respondents.  

a. The number of determinants in this study is two: co-creation value and product innovation. Based on this 

limitation, the next scholars can utilize the additional explaining variables, like innovation capability, 

relationship ability, relationship quality, network power, market response, market orientation, competitive 

advantage, and entrepreneurial orientation. 

b. The number of respondents is not numerous; therefore, the next scholars can enlarge the scope of the 

areawhere the owners live, for example, the five biggest cities in Indonesia.  
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