European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) “-,i,l
Vol.10, No.22, 2018 IIS E

Development Model of Marketing Capabilities and Export
Perfor mance of SMEs. A Proposed Study

Endi Rekarti  Caturida Meiwanto Doktoralina (@sponding author) Ahmad Badawi Saluy
Faculty of Economy and Business, Mercu Buana UsitierJl. Meruya Selatan, Jakarta Barat 11650

Abstract

A marketing capability is a concept that needsdaléveloped in strengthening small and medium prisess in
Indonesia. The aim of this development is to enbahe export performance of this business grouwiribute
to the economy as a whole. With a large numbentfllsand medium-sized enterprises (SMESs) of Indianasd
the ability to provide uniqueness of their own proid, they must be some of the strengths in suipgotihe
increase of Indonesian exports. Company’s oriemtats one of the strategic aspects that can die t
capability of having better business performanoeaddition, it is necessary to examine how the oflemall
and medium enterprise for export involvement inatirgg such performance because some activitiestdre
dependent on other organizations. How are all tlesgeects interrelated and from which side of a ksioal
medium enterprises can be developed will be a itwtion to this research. It is a necessity todailtheoretical
model that can be examined further so that it @oded in making the decision of coaching policy.
Keywords: Export performance, Export Involvement, Export kging, SMEs

1 INTRODUCTION

Globalisation impacts cause Small and Medium Enisep (SMES) to change business models to be itineva
and creative (Lee, Shin, & Park, 2012) to gain hess growth through market expansion. For smalhbases
that can understand the market and can createnijganess of the products will have the opportutatgnter
overseas markets so that export competitivenessntesta critical thing to be considered (Love & RpRe15;
E. Rekarti & Doktoralina, 2017). The growth of sheatd medium enterprises will undoubtedly give ictganot
only to the perpetrators but also to the statemese through taxes (Doktoralina, Nugroho, & Herni201.0;
Waluyo, Doktoralina, & Suryanto, 2018). The presenf added value growth and business productiaty ¢
contribute to a relatively high economic contrilouti (Daunfeldt, Elert, & Johansson, 2014; Endi Rekar
Doktoralina, & Srianah, 2017).

The importance of strengthening the global valuairchthat emphasizes the importance of export
competitiveness (Harris & Moffat, 2011) is a nedgsfor SMEs to be able to address these globallexges
through product and service innovations (Lee et 2012), development of human resources (HR) (Unger
Rauch, Frese, & Rosenbusch, 2011) and technologyq@i, 2012; Lee et al., 2012), as well as theaegjpn of
the marketing areas (Lofgren, 2014). This needsetaone to increase the selling value of SMEs theéras,
and compete with foreign products that are increggiflooding the industrial and manufacturing ¢estin
Indonesia. These SMEs were directed from the baginto serve the needs of domestic and foreign etark
Therefore, marketing capability will be the stagtimoint for all businesses small, medium or large.o

Market globalisation and global value strengtherémgphasise the importance of expanding markets for
SMEs, especially for Indonesia whose numbers ameirtaied by this business group. SMEs contributmthe
Indonesian economy up to 2016 is 60% of GDP aratasured to 70% by Bank Indonesia. However, recent
data indicate that SMEs' contribution through eipaends to decrease, requiring efforts to coaadacting
should be done on a good strategic basis and eefetw theoretical models appropriate to Indonesia's
circumstances. One of the efforts to improve theoex performance of SMEs can be made through the
enhancement of marketing capability that is théca#ly influenced by the orientation of SMEs thefuss.

The various backgrounds on the presence of smdllnaedium enterprises make their orientations to the
market and their strategic actions in dealing lith business environment also different. The pesefi small
and medium enterprises is also highly colouredhgyrtmotives and passion for making their entrepoeship
orientation diverse which is followed by the deymtent of their market orientation and strategiemtation.
Their involvement in business progress is indispbles including their efforts to improve the perf@ance of
exports. Some SMEs in Indonesia have not beenthjirewolved in managing their exports, so it iafed to
influence the progress of the business, so itéessary to examine how this role of export involeetrfor their
export marketing performance.

2. AIM AND CONTRIBUTION OF THE STUDY

How the relationship between company’s orientatiorgrketing capability, export performance and small
business involvement in exports will be the foctishis study and then will be developed into a niarfehe
export performance of SMEs in Indonesia. The rdléhe export involvement will also be highlighted this
research so that it can be the basis of organrsdtidevelopment and export function in SMEs. Thisdkof
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study is very rare especially in efforts to imprabe performance of small and medium enterpriseoxp
Indonesia. Moreover, in the context of improving tompany's marketing capabilities that grow fronaetual
business orientation from the entrepreneurs, onigwaresearchers to focus on this. The study ofllsaral
medium enterprises in Indonesia emphasises motieeocapital and technical support of business abitlidoes
not touch the strategic aspect that becomes theapyi element in the running of a business. This ehdsl
expected to contribute ideas to the developmemsimadll and medium enterprises in encouraging tleésrin
the economic development of Indonesia.

21 SMEsin Indonesia

The role of SMEs in the Indonesian economy is guaigortant as more than 98% of businesses in Irelarsge
categorised into this business group (Ministry ab@eratives and SMEs, 2015). Therefore SMEs caarhbs
more human resources (Sudaryanto, 2011) and atstalnge to the Indonesian economy. This contritrutis
always increasing between 2008 and 2013, reachibiy #,328,355.2 billion or 50.62% (Ministry of
Cooperatives Small and Medium Enterprises, 2018)2012-2013 the GDP of SMEs increased by IDR
844,978.7 billion or 17.35% (Figure 1). This me&mst SMEs can still be further developed for thadi# of
Indonesia so that Bank Indonesia (BI) hopes in filtere to increase its contribution to 70% to GDP

(Martowardoyo, 2016).

. Big Enterprise:. Micro Enterpris. Medium Ent'&ms. Small Enterprises
Source: Ministry of Cooperatives and SMES (2012)
Figure 1: Contribution of National Business Acttmdndonesia's GDP.

Although the contribution of Indonesian SMEs to ttwmuntry's GDP is significant, it still relies ohet
domestic market and not many have tried to enl#rgeoverseas markets. The contribution of SMEsxpm#s
by 2015 was only 15.8%, much smaller than in SaghAsian countries. Thailand's SMEs sector coumigith to
export 29.5% and the Philippines 20%. At the gloleakl, Germany's SMEs sector contribution to etgor
reached 55.9 %, and Japan accounted for 53.8% Stviindf Industry, 2015). This needs to be a coneerh a
joint effort for SMEs Indonesia to continue to grand contribute through its export activities.

22 SM Es and Capabilities

The topics of organisational capabilities are verych discussed and researched today, especiaiycmurage
company performance. However, some studies stilisoon large companies and discuss extensive \esiab
The issue of organisational skills involves genaisglects and has many dimensions. SMEs requilisshe of
organisational capability because it is a primarmybfem faced by them in encouraging business pssgaad
growth. Studies that specialise in specific orgatingal skills and are operational will help pravioshformation
and knowledge that will be the basis for SMEs depelent efforts. These specific capabilities include
marketing abilities, capitals, human resourcesa@hdrs. The marketing capability is one of the pepis faced
by most SMEs if they are to survive and thrive imymamic and competitive market (Morgan, Vorhies, &
Mason, 2009; Tambunan, 2009; Weerawardena, 2003).

Marketing is the key aspect that provides certafatysurvival and growth of business organisatiortss
aspect is one of the important issues faced by Skdnesia in addition to the issues of masterteohnology
and capitals (Tambunan, 2009) as well as institafio(Intarakumnerd, 2015). Many experts argue that
marketing is the ultimate specific capability tlt@mpanies/ organisations should have to make th&iness
perform better and able to evolve into a powerfukibess organisation. The importance of this fiefd
marketing can be seen from the increasing studynaiketing skills in recent times and bring up vasio
academic literature (Morgan et al., 2009; Weeraemag 2003). The Meaning of diverse academic such as
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model development that connects success factoesdéfinition of success and work performance to the
characteristics of the business environment, owmenager characteristics (Simpson, Padmore, & Newman
2012). The business characteristics by modifyirgy dtrategic, tactical behaviours of SMEs which it to

the resource-based view (RBV) of corporate theargustainable competitive advantage (SCAS) deffinad

an ordinary organisational ability (Amit & Schoeneak1993; Grant, 1991).

3. DISCUSSION

Based on the above issues and initial ideas basdtieoconcepts related to the development of SMipsré
performance, the following aspects will be discdsselated to the concepts of entrepreneurship tattiem,
market orientation and strategic orientation relate each other to foster marketing capabilitiekefT the
relevance of marketing capabilities in affecting Bdvlexport performance as well as how the role posibf
their involvement level in export activities wileldiscussed, too.

31 Marketing Capabilities

Marketing capabilities are part of the organisalonapabilities that are closely related to the pany's
business activities. Marketing capabilities candeéned as processes designed to apply the iniegratf the
company's collective knowledge, skills and resosittebusiness-related market needs, enabling mssaeo
add value to competitive goods and services andnéet the demands (Day, 1994). To gain a deeper
understanding of the contribution of marketing tmsibess competitiveness, the researchers focustitbdhree
main topics of investigation. The first one is itifgfing relevant organisational marketing capal@btand more
accurate typologies to be classified (Day, 1994plelp Greenley, Cadogan, & Fahy, 2005; Weerawardena
2003; Barrales-Molina, Martinez-Lopez, & GazquezaAh2014; Krush, Sohi, & Saini, 2014). The Second o
is the empirical analysis of the relationship betwenarketing ability and various performance inttics (Fahy

et al., 2000; Hyvonen & Tuominen, 2006; L. C. Letmi, Leonidou, Fotiadis, & Zeriti, 2013; Trainomdzulis,
Rapp, & Agnihotri, 2014; Vorhies, Harker, & Rao,98) and the third is the study of antecedents aketiang
abilities or the variables that drive growth withihe organization. For example, the previous reteapnsiders
the market orientation is as a critical determinanthe development of marketing capabilities (Mees,
Rundle-Thiele, & Lye, 2011; Tsai & Shih, 2004).

There are six areas of marketing needs that irelitet marketing capabilities (Vorhies & Harker, @0
The first one is Marketing Research. It is defimsda set of necessary processes to find marketrafon and
develop information about specific customer neadd, design marketing programs to meet all marketisi@and
conditions. The second one is a price. It is thec@ss of creating competitive conditions in deteing the
prices of goods and services and monitoring thosepin the market. The third one is product depeient. It
is the ability to design products that meet thedseaf customers to achieve the company's interoalsgand
overcome obstacles to outperform competitors. Dt one is the management of distribution chasmnels
the ability to manage marketing channels effecyiwld establish relationships with distributorseTifth one is
the promotion. It is the ability to run advertisjragles promotion, and personal selling activitiethe company
to communicate with the market and sell the prosluddarketing management capabilities are how the
company's abilities to get customers, manage matkgirograms, and coordinate actions among various
elements in the company to implement the markginograms.

3.2 The Influence of entrepreneurship orientation, market orientation, and strategic orientation
toward M arketing Capabilities

Companies doing business with marketing approaetiesinfluenced by how the company's management
orientation is, such as entrepreneurship Oriemtafitarket orientation and Strategic Orientation. éuterprise
having Market Orientation has the ability to geteralisseminate, and respond to information aboartket
forces and market conditions better than its coitgst (Kohli, Jaworski, & Kumar, 1993). Therefore,
companies with market orientation may be bettdyugtling the sustainable competitive advantage. Higbaer
the entrepreneurship orientation, the better thktyabo market their products (Covin & Slevin, 198Kraus,
Rigtering, Hughes, & Hosman, 2012; Wiklund, 2006he entrepreneurial orientation allows people teeha
high and courageous efforts in making decisionsatdworganisational goals and creating opportunitied
encourage them to be able to get their market lyedeiving up their marketing capabilities. Besidesrketing
capabilities are also driven by the organisatistrategic orientation (Cheng & Huizingh, 2014). @ngations
with a high strategic orientation are usually seévesito market changes as well as other environsnémit
contribute to determining and seeking the best teafjt in. This will make the marketing efforts ainge and
adjust to market conditions to encourage the gholitthe organisation in resulting of an open mérgpolicy
to be more effective (Kumar, Boesso, Favotto, & Mgr2012).
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33 Entrepreneur ship Orientation with Market Orientation and Strategic Orientation
Entrepreneurship Orientation has a strong relatipng market orientation and strategic orientatjBaker &
Sinkula, 2009; Laukkanen, Nagy, Hirvonen, Reijon&nPasanen, 2013). Even entrepreneurial orientagon
suspected by Baker overlapping with Market Origotabecause SMEs attitude is trying to see oppiitsrby
adjusting to the market. Bhuian & Habib, (2005)whkdhat SMEs provide filters through multiple vievipts of
viewing organisations and the intelligence procesdalirect markets. It means that entrepreneuratigets the
marketing process. This view is consistent with tlygamic perspective of ability Teece, Pisano, &i&h
(1997) in which learning, coordination and the mdguration of organisational competencies are Kewsling
to a competitive advantage. Like market orientatistnategic orientation also has a strong relatigmsvith
entrepreneurship orientation. Both have a concéptiew that takes responsibility for the overallsmess
process and results (Gupta & Pandit, 2012) so ¢matepreneurship orientation will affect the compsan
orientation to its strategy.

34 Company Performance and Export Performance

The performance of corporate organisations is aidithensional thing that emphasises the achievéroén
business growth and profitability. The growth reflean increase in sales that is reflected in gréopmance in
profits or profitability gained (Venkatraman, 198%ales growth and market share are very impoffiamt
businesses, to ensure long-term survival and resoawailability (Clark, Varadarajan, & Pride, 1994)
Profitability is seen as (Hunt & Morgan, 1995) thain outcome of the organization and commonly usdtie
study of strategic management while export perfoiceas a form of organizational and marketing gernance
that follows the increase of market globalisatiowl ahe strengthening of global value chain thus leasjzing
the importance of export competitiveness (Harridvigffat, 2011). Export Performance is viewed frone th
organisation's ability to increase sales, prombi ¢company's competitive position, develop new pecis]
improve product quality, reduce time to providevgsss or products to customers and expand marletsh
overseas markets. The company's export performeaiceconsist of export sales and export profitghiind
these two indices are widely used in marketingrdiiere for measuring export marketing performance
(Katsikeas, Leonidou, & Morgan, 2000). However,sthesariables do not fully explain the development o
exports in particular due to relevant domestic desaon short-term exports and the presence of asyricm
relationships become stronger and more signifiedregn domestic demand falls on an increase (Este\Rga,
2015)

The company's specific marketing capabilities cesviple better market sensing by conducting customer
relationships and strengthening inter-channel bamdh global markets (Blesa & Ripollés, 2008). Thtslity
can bring the company to gain global market. Manigetcapability allows companies to adopt new export
marketing strategies to respond to global markanghs by transforming and combining available ressuin
new and different ways. To export, companies needrderstand the role of marketing capabilitiegha
context of global marketing. Many research stugiesvide suggestions for additional researchers dtteb
understand the other impacts of different marketiagabilities on export performance (Esteves & RAH,5;
Hooley et al., 2005). The result of marketing apitiesearch positively influences the marketingfqrenance
especially the innovation done by Golovko & Valent{2011) that shows the positive effect of inndmat
activities on the higher growth rate of firms inwedl in exports, and vice versa with ceteris parilbgreover,
Krasnikov & Jayachandran (2008) states that margefibility shows a significant influence on export
performance. The same was done in the study ofkdamm, Sukitniyakorn, & Thammajit (2012) shows that
marketing ability significantly affects export permance.

35 The Influence of M arketing Capabilitiesto Export Performance

Market Orientation means the company is concermetsagnsitive to changes in the market elementskédar
Orientation means customer-oriented, competitord #re environment that influences it (Craven, 2012)
Customer orientation pays special attention toacust change. At the same time, it will make adjestts so
that it plays an important role in the company'dgenance in the market with increasing competitiom the
other hand, in an atmosphere of competition, tle@k $0 gain and maintain their market share byipdpspecial
emphasis and attention on customers’ orientatiomisTcompanies need to make competitors as action
orientation so that they will not to lose the cotifpm. Morgan, Katsikeas, & Vorhies, (2012) staia his
research that the effective implementation of la@mped export marketing strategy contributes tooexmarkets
and financial performance and marketing ability lzas important role in the implementation of effeeti
marketing strategies in export operations.

Thus, the company's orientation to the market gilide the marketing action towards the market
development. Non-compliance between the compawisna and the market will be the cause of the cmp
losing out in competitiveness. How to get the pemiance in the market will start by paying attenttonthe
market. As Sasser, Schlesinger, & Heskett, (199@)aé that market analysis is important concernmimayket
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development and competition. The researchers shat there is a positive relationship between market
orientation and company performance. For compathias serve overseas markets, orientation markdt wil
determine the level of export performance of thenbdr

3.6 M oder ation of Export I nvolvement

The process of internationalisation requires thadformation of human, financial (Zahari, Doktanali Nizam,

& Putri, 2018), and other resources to enhancerat®nal activities abroad in the export markee(&y, 2014).
Without proper allocation of resources, the compaillybe in the early stages of export position folong time
and may not make significant progress in the irstgonal market. To what extent the company’s depaod on
export markets and to what extent company’s comaritsiuse resources for export activities can déterihe
extent of Exports involvement. Companies at a Haylel of Exports involvement will demonstrate a ajes
internal capability to develop a competitive maikgt mix strategy and are committed to allocatingl an
organising resources for export activities (Diamaoulos & Inglis, 1988; C. N. Leonidou & Leonida2011;
Lim, Sharkey, & Kim, 1996). In utilising allocate@sources, companies must selectively develop riagke
capabilities to achieve high export performance. tBa contrary, companies with low involvement tend
depend on the conditions outside the organisatich as SMEs which do indirect exports; of courke,results
are highly dependent on the parties who becomenat#iaries connecting the company with their market
abroad. With deeper engagement and higher intemsdyketing ability can be the way to succeed abglised
international markets focusing on appropriate mi@mige capabilities with Exports involvement level as
considerations.

4. PROPOSED RESEARCH MODEL
Based on the results of the discussion and theeatimoretical review, it can be prepared a modekséarch
design describing the overall of the variablesudeld in the study of this study as shown in Figure

Market
orientation

Enterpreneurship

Export
Performance

orientation

Strategic
orientation

Export
Involvement

Figure 2: Proposed Study

5. SUMMARY AND CONCLUSION

Finally, the discussion should take action that witimately help to provide a view of the managetnef SMEs
focusing on improving export performance and couting to the Indonesian economy. In other words, t
Government must participate in developing and fising SMEs that have integrity and comply withogo
governance under applicable regulations. The gewem includes several designs, i.e., first, thentation of
SMEs influences market orientation, and secondllg,drientation of SMEs influences the strategiemation.
Third, the orientation of SMEs influences marketoapabilities. Fourth, market orientation affectarketing
capabilities. Fifth, strategic orientation affectsrketing capability. Sixth, marketing capabilit@aect export
performance. Seventh, market orientation affecpoexperformance. Eighth, the influence of markgtability
on export performance is moderated by the involvegroéthe company’s Exports.

This paper has contributed to a fundamental rexaéwhe role of engagement of export performance in
Indonesia and provided a perspective for the dgveémt and improvement of export performance. Ofsmu
the model that has been prepared needs to be elidwrther with input and feedback from all
observers/experts as well as the parties associdtedhe decision making. The further empiricadearch will
be done to support the model. It is expected thistrhodel will provide an overview of how SMEs shibbe
developed and helped grow by government coachiamgein conducting mentoring training so that SMEs
entrepreneurs and managers take note of key featalts from empirical confirmation of data.
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