
 

 

 

CHAPTER I 

INTRODUCTION 

 
1.1 BACKGROUND OF STUDY 

In the modern world of highly competitive business 

environment, it is very important for a company to stay ahead of its 

rivals and create competitive advantages. To survive today’s global 

market economy and achieve long-term success, firms have to also 

recognize the importance of being able to adapt and keep innovating 

to overcome intense competition and to match changing market 

demands. Even small and medium firms need to seek for new strategies 

and business models, introduce new and better products and services, 

and consider new knowledge and technologies. Innovation is 

considered to be one of the important factors for the growth of firms, 

despite their size, with great leverage in creating economic values and 

competitive advantages and in driving changes. One of the main 

forces that facilitate this process is the ability of a company to use its 

innovative capacity. A high level of flexibility allows the company to 

respond to changes in demand and consumer preferences more rapidly 

and adjust its product range in line with the most recent trends. As 

technologies evolve with time, it allows to produce improved products, 

which, in turn leads to economic growth. The capability to innovate is 

recognized today as one of the main aspects leading to a competitive 

advantage among companies. Innovation is an important component 

of a company’s strategy mainly because it constitutes one of the 

principal means through which it can find new business opportunities. 

Despite the risk and uncertainty, when successful, innovation 

can give a sizeable impact on firm’s financial results and economic 

performance. In order to deal with this environment of risk and 

uncertainties, firms must recognize the need for innovation in order to 
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obtain and sustain competitive advantage and develop strategies 

directed towards the new products that are able to compete in highly 

competitive business environment. Innovation is the most important 

component in a firm’s strategy. Innovation can be categorized into 

product and process innovation. In long run, innovation of products and 

processes is perhaps the most important building block of competitive 

advantage. The ability to innovate is essential to company’s survival 

and superior performance in today’s competitive markets. Innovation 

refers to all scientific, technological, organizational, financial and 

commercial activities which lead to, or are intended to lead to, the 

implementation of technologically new or improved products or 

services. Innovation is a complex process related to changes in 

production functions and processes whereby firms seek to acquire and 

build upon their distinctive technological competence, understood as 

the set of resources a firm possesses and the way in which these are 

transformed by innovative capabilities. The firm performance is the 

transformation of inputs into outputs by achieving certain outcomes. 

(Karadag, 2015). 

According to Camison and Zornoza in Hassan, et.al. (2013, 

p.245), “the core of innovation is the newness of an idea that in turn 

improves organizational performance”. A firm’s competitiveness over 

time depends on its ability to adopt both types of innovations, and this 

simultaneous adoption of product and process innovations is positively 

associated with performance. Innovation reflects the tendency, 

experimentation and the creative processes that may result to new 

products, services or technological processes. The companies are able 

to incorporate innovation into their management and organizational 

practices, business operations, and marketing methods. An innovation 

is related to the ability of the firm to seek new and better ways to 

identify, acquire, and implement ideas and tasks in an organization. 
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This research is done at Percetakan Purnama. The company is 

engaged on printing services industry. The company was established in 

year 1973. The printing products in the company include invoice, name 

card, leaflet, calendar, brochure, book and so forth. The number of 

customers and sales in year 2013-2017 can be seen as follows: 

Table 1.1 The Number of Customers and Sales in Year 2013-2017 
 

Year The Number of 

Customer 

% 

Change 

Amount of Sales 

(Rp) 

% 

Change 

2013 96 - 1,575,485,200 - 

2014 85 11.45% 1,357,669,200 13.82% 

2015 81 4.70% 1,205,552,000 11.20% 

2016 76 6.17% 1,186,800,200 1.55% 

2017 71 6.57% 985,600,500 16.95% 

Source: Prepared by the Writer (Percetakan Purnama, 2018) 

The figure for number of customers and sales in year 2013-

2017 can be seen as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 1.1 Sales in Year 2013-2017 

Source: Prepared by the Writer (Percetakan Purnama, 2018) 
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Figure 1.2 Number of Customer in 2013-2017 

Source: Prepared by the Writer (Percetakan Purnama, 2018) 

There is decreasing number of customers and sales in year 

2013-2017. The company wants to develop the business. However, the 

company was not able to increase financial performance such as, 

increasing the amount of sales and net income. The customers feel that 

the company does not have good performance, such as slow printing 

result, unattractive printing design, etc. There are many factors that 

can decrease the company performance. One of the factors is 

innovation. The company does not do service innovation and process 

innovation. Some customers complained about the company’s service 

quality. The company does not make changes to service that can 

benefit the customers, such as on graphic design, and so forth. The 

company does not give various types of services. As the result, the 

customer does not have many choices from the company’s printing 

services. The company does not improve business process in order that 

the company can conduct the business process effectively and 

efficiently. The company cannot deliver the printing service quickly to 

customers and the company does not have good printing process. The 

company should use the technology in business process such as, using 

new printing machine with new technology. The employees cannot 

give good service quality and accurate information to customers. 
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Based on the description above, the writer wants to conduct a 

research with the title of “The Impact of Innovation on Company 

Performance at Percetakan Purnama Medan”. 

 
1.2 PROBLEM LIMITATION 

There is some limitation in doing this research, such as time 

and ability. Therefore, this research is limited to only innovation as 

independent variable (X) and company performance from the customer 

perspective as dependent variable (Y) at Percetakan Purnama Medan 

in year 2017. 

 
1.3 PROBLEM FORMULATION 

Based on the background study, the writer can formulate 

some research questions as follows: 

1.1 How is the innovation at Percetakan Purnama Medan? 

1.2 How is the company performance at Percetakan Purnama 

Medan? 

1.3 Does the innovation have impact toward company 

performance at Percetakan Purnama Medan? 

 
1.4 OBJECTIVE OF THE RESEARCH 

The purposes in doing this research are as follows: 

1. To explain about the innovation at Percetakan Purnama 

Medan. 

2. To evaluate the company performance at Percetakan 

Purnama Medan. 

3. To discover whether there is impact of innovation toward 

company performance of Percetakan Purnama Medan. 
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1.5 BENEFIT OF THE RESEARCH 

1.5.1 Theoretical Benefit 

This research can be used as information source in relation to 

education, reference and knowledge of researcher in conducting 

theory development, especially on innovation and company’s 

performance. 

 
1.5.2 Practical Benefit 

The practical benefits of this research are as follows: 

1. For the writer, this research can be used to improve the 

writer’s knowledge in relation to entrepreneurship. 

2. For the company, this research can provide information 

and suggestion to company for increasing business 

performance and improving innovation. 

3. For other researchers, this research results can be used as 

information and reference for conducting researches with 

similar topics. 

 
1.6 SYSTEMS OF WRITING 

In order to understand the research easily, the writer elaborates 

the systems of writing for this skripsi that consist of five chapters as 

follows: 

CHAPTER I: INTRODUCTION 

This chapter includes the analysis and description of 

the background of study, problem limitation, problem 

formulation, objective of the research, benefit of the 

research, as well as the systems of writing. 

CHAPTER II: LITERATURE REVIEW AND HYPOTHESIS 

DEVELOPMENT 

This chapter includes theoretical background, 

previous research, hypothesis development, research 

model, and framework of thinking.



7 
 

 

CHAPTER III: RESEARCH METHODOLOGY 

This chapter includes the research design, population 

and sample, data collection method, operation 

variable definition and variable measurement, and 

data analysis method. 

CHAPTER IV: DATA ANALYSIS AND DISCUSSION 

This chapter includes the general view of research 

object, data analysis, and discussion. 

CHAPTER V: CONCLUSION 

This chapter includes the conclusion, implication and 

writers’ recommendation of this research.


