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Abstract

One of the challenges faced by palm oil companies in Indonesia is how they can maintain and increase sales of
palm oil at a price and acceptable manner. For this reason, one of the efforts the companies must take is to adopt
an effective marketing strategy that is in line with the company’s business objectives. Marketing strategy has a
strategic role, however, research on the factors influencing marketing strategy adoption and its impact on
marketing performance is still relatively limited. This study aims to examine the influence of the external and the
internal environment on the adoption of marketing strategy and their impact on marketing performance. This
study used a survey method and a questionnaire to collect data relevant to the research objectives. The samples
involved were 125 oil palm companies located in South Lampung Province of Indonesia. The findings indicate
that both the external and the environment have a significant positive effect on marketing strategy and
performance. The finding is in line with the notion that the business environment, marketing strategy, and
marketing performance are positively correlated. The findings also indicate that product, price, promotion and
distribution-based marketing strategies have a positive effect on the marketing performance. The findings imply
the importance for companies in aligning their adopted marketing strategy with the external and internal
environmental aspects in an effort to reach their goals effectively.
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1. Introduction

The main objective of a company’s operations in general is to increase its profits from one period to the next,
because an increase in revenue will increase the sustainability of the company. The increase in profit is highly
dependent on the firm performance through its functional performance, such as marketing, finance, and human
resources performance. The combination of these functional performance will determine the firm performance
on the whole. In addition, business performance is influenced by the business environment, as well as by the
human resources quality working in the company. These businees environment includes economic, social and
culture, government policy, law, economic globalization, and use of technology (O'Cass & Julian, 2003).

One important aspect of Indonesia’s economy is the plantation sector. The plantation sector is one of the
importance sources of the country’s economy. The government’s policy of shifting the export orientation from
the gas to non-oil exports as a source of foreign exchange has been supported by the existence of the plantation
sector in Indonesia (Mahlia et al., 2001). Therefore, the demands and challenges faced by the oil sector in the
future are getting worse as the structural conditions of public support and its ecological environment have
changed. Therefore, the company must have the right strategy in order to survive and even improve their
performance. Such conditions have forced many companies to develop strategies in accordance with their
environmental conditions in an effort to improve company performance in order to compete in the market
(McCarthy et al., 2012).

The literature suggests that the right formulation and implementation of company strategy is able to
influence the success of a company in the market. Therefore, the management need to develop apropiate
strategies to enhance their performance and goals (Appiah-Adu et al., 2001). Sharma (2004) states that
marketing strategy is an important strategy to be adopted by the company to increase their competitiveness in the
era of globalization and liberalization. According to the researcher, marketing strategy as a planned fundamental
tool for achieving company goals by developing a sustainable competitive advantage. This means that the
marketing strategy is able to assist the company in building their activities to improve their performance dand
goals.

The literature also emphasizes the importance for companies to combine marketing strategies with various
strategies related to other management functions to produce a better organizational performance. In particular,
Indris and Primiana (2015) suggest companies to take advantage of environmental conditions to increase
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organizational access to take advantage of opportunities generated by the environment, and work around
environmental conditions to develop organizational capabilities in adapting to emerging threats. A good
understanding of the environment will have an impact on improving marketing performance. Companies must
adapt the marketing strategy adopted to the changing environment and assign appropriate resources to support
the chosen marketing strategy. The company’s ability to identify environmental changes, adoption of appropriate
marketing performance, and support adequate resources has the potential to improve marketing performance.
One of the challenges faced by palm oil companies in Indonesia is how they can maintain and increase sales of
palm oil at a price and acceptable manner (McCarthy et al., 2012). This study aims to investigate the influence of
the external and internal environment on the marketing strategy and performance of palm oil companies in
Indonesia.

2. Literature Review and Hypothesis Development

2.1 Business environment

The business environment is still a factor that academics and industry practitioners often overlook. In fact, a
positive environment will have a positive impact on company performance. Having good organizational
resources and ecosystems will certainly allow the company to operate well and will achieve success in the long
term (Dionco-Adetayo & Adetayo, 2003). According to Sridhar et al. (2016), companies need to understand the
concept of the business environment and what factors must be in it. Furthermore, Sridhar et al. argues that the
business environment is the sum total of all individuals, institutions, and other forces that are outside the control
of the company; however, these factors can affect the company's performance and sustainability. The factors that
shape this business environment include suppliers, competitors, consumer groups, media, government, customers,
economic conditions, market conditions, investors, technology, trends, and various other institutions outside the
company. As an illustration, an increase in tax has the potential to decrease the number of purchases. Thus, the
company must re-establish the selling price for profitable and safe as a result of these tax changes. Even though
the company has no involvement in the increase in taxes, the company still has to adapt to survive or use the
opportunity to make a profit. A similar conception was put forward by Gasparotti (2009) which suggests the
business environment as something or specific activities that are taking place within or surrounding the company.
In other words, the business environment is any factors that are within or outside the business organization that
affect business activities.

The literature emphasizes the importance of company leaders in understanding the business environment
because the business environment can have an impact on the success and development of the company's business.
The business environment can have a positive or negative impact on the success and development of the
company's business. Companies can benefit from understanding the business environment, including enabling
the company to identify available business opportunities; utilize existing resources efficiently and effectively;
ready to face environmental changes; assist companies in designing future plans; and take advantage of the
business environment to assist companies in improving performance (Banahene et al., 2016).

The literature generally divides the business environment into two, namely the external environment and the
internal environment. The external environment refers to factors outside the company that have the potential to
influence the company's activities, while the internal environment refers to factors that are within the
organization and have a direct influence on the company's activities (Al-Hawary & Al-Hamwan, 2017) . Indris
and Primiana (2015) explain that the external environment can be divided into two, namely the social
environment and the work environment. Social environment refers to general factors that are not directly related
to the company's business activities. These factors include, among others, economic strength, technological
strength, legal-political power, and socio-cultural power. Meanwhile, the work environment refers to factors that
can directly affect the company's business activities. These factors include government policies, suppliers,
competitors, customers and creditors. Indris and Primiana further explained that the external environment can
also be classified into two; namely the macro environment and the micro environment. The macro environment
includes political-legal, economic, socio-cultural and technological factors; while the micro environment
includes creditors, suppliers, competitors, and customers. Meanwhile, factors included as the internal
environment include factors such as employees, finance, production technology, and marketing.

2.2 Marketing strategy

A literature review shows that marketing is an important function that must be considered by a company. This
marketing process ensures that every product from the company can reach consumers. Therefore, companies
need to build specific strategies to carry out marketing activities and ensure that the company gets profits
according to the expected targets (El-Ansary, 2006). According to Azizi et al. (2009), marketing strategy can be
referred to as an explanation of the goals that companies must achieve with marketing efforts. Thus, the
marketing strategy is dependent on business goals. As an illustration, if the goal to be achieved is to adopt a
wider market, then one form of marketing strategy is to introduce the company's products to new market
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segments. In other words, marketing strategy includes anything a company must do to achieve both marketing
goals and business goals. As an illustration, companies must inform consumers about the products or services
offered and also the factors that differentiate the products and services that companies offer from other products
and services. Meanwhile, according to Koksal and Ozgul, (2007), marketing strategy can be understood as an
organizational strategy that combines all its marketing objectives into one comprehensive plan. A good
marketing strategy must be taken based on market research and focus on the right product mix to achieve
maximum profit potential and sustain business. Simply put, a marketing strategy is a strategy designed to
promote goods or services and of course to generate profits for the company.

The literature emphasizes the importance of companies to make careful and precise considerations when
making marketing strategies. Without an effective marketing strategy, efforts to attract consumers will be
unfocused and the use of resources becomes inefficient, making it difficult to achieve organizational goals,
namely to gain profit and business growth (Shaw, 2012). According to Cavusgil and Zou (1994), the focus of
marketing strategy is to ensure that the products and services provided by the company will be able to meet
customer needs and develop long-term and profitable relationships with these customers. To achieve this,
companies need to create flexible marketing strategies that can respond to changes in customer perceptions and
demands. It can also help companies to identify new markets that are worthy of being targeted. An effective
marketing strategy allows companies to get various benefits such as more efficient distribution of goods,
building and enhancing brand images, and creating products that sell well in the market.

Furthermore, the literature emphasizes that companies need to develop an effective marketing strategy as a
long-term approach to selling the company's products or services. This is based on the understanding that an
effective marketing strategy allows a company to grow its business in a sustainable manner and connect with
customers which in turn will be successful in the long term. In building a marketing strategy, of course,
companies need a deep understanding of the market, competitors, and of course their customers. Some of the
steps that companies need to take in building a marketing strategy include determining the customers they want
to target, identifying the products to be marketed, conducting research on the competition map, determining
unique propositions for the products offered, determining the resources needed, and determining marketing
methods. appropriate (White and Griffith, 1997; Jenkins, 1992). In order for marketing activities to run well, a
good marketing strategy is needed too. According to Boso et al., 2018), there are four minimum requirements
that must be met in building a marketing strategy, namely the company must be able to determine the most
appropriate place to carry out marketing activities; the company must also provide products needed and wanted
by consumers or marketing targets; companies must set prices that are reasonable and also not burdensome to
consumers; companies must design the most appropriate and appropriate promotional activities.

2.3 Marketing performance

A literature review shows that performance can be understood in various ways. For example, performance can be
referred to as the end result of certain work operations that are carried out in a planned place and at specific
times by employees and the organization; performance as a result of work, both in quantity and quality, of an
employee in handling his duties in accordance with the obligations that have been given; or the results obtained
from the ability and motivation of a person in carrying out their work or duties (Akdogan & Durak, 2016). In
marketing, performance is a measure of achievement obtained from the overall marketing activity process of an
organization. Marketing performance can also be viewed as a concept used in measuring the extent to which
market performance can be achieved by a product that has been produced by the company. In addition,
marketing performance can also be referred to as a measure used to measure the success of the strategies that
companies use in marketing their products in the market (Deng et al., 2016).

According to Pimenta da Gama (2011), marketing performance is the factors used to measure the impact of
the marketing strategy implemented by the company. Marketing strategy is always directed to produce good
marketing performance as well as good financial performance. In this case, there are three indicators that can be
used to measure marketing performance, namely company effectiveness, sales growth, and relative profit growth.
In addition, marketing performance is formed by three indicators, namely sales growth, customer growth and
sales volume. Meanwhile, Akdogan & Durak (2016) argue that marketing performance can be measured or
assessed from various indicators such as the level of sales, increased revenue, number of customers, or from
other indicators that describe the extent to which the level of success of marketing a product or service from a
company. Of course the success of marketing performance is also determined by the strategy used by the
company to compete with its competitors. Marketing performance is declared successful if the sales data states
that the number of product sales increases, the number of customers increases, income increases, the market is
wider, and the product is increasingly recognized by consumers or the public.

A different opinion was expressed by Eusebio et al. (2006) which suggests that marketing performance can
be measured using six categories; namely financial measures, market sizes, consumer behavior measures,
intermediary consumer measures, direct customer measures, and innovation measures. The same thing was
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conveyed by Nwokah (2009) who explained that marketing performance can be measured based on six
categories; namely finance, competitive markets, consumer behavior, and customer intermediaries, direct
customers, and innovation.

3. Research Methodology

3.1 Research design

This study aims to investigate the business environment on the marketing strategy and performance of oil palm
companies in South Sumatra Province, Indonesia. In this study, the business environment acts as an independent
variable, marketing performance acts as the dependent variable, and marketing strategy acts as a mediator
variable. This study uses a questionnaire as a tool to collect data relevant to the variables studied. The
questionnaires were distributed directly to leaders of oil palm companies in South Sumatra Province, Indonesia.
The sample involved in this study were 125 companies. This research took place from September 2019 to
January 2020. The study used structural equation modeling to analyze the data collected.

3.2 Research variables

Referring to various sources (Wheelen and Hunger, 2008; David, 2008), this study considers that the external

environment is a multidimensional construct. In this study, the external environment was measured using six

indicators. All external environmental indicators are measured using a five-point Likert scale ranging from 1

(strongly disagree) to 5 (strongly agree). Based on the Wheelen and Hunger (2008) and David (2008) work, this

study considers that the internal environment is a multidimensional construct. In this study, the internal

environment is measured using six indicators. All internal environmental indicators are measured using a five-

point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). Following Cravens and Piercy (2012)

dan Schultz (2003), and Grant (2007), this study considers that marketing strategy is a multidimensional

construct. In this study, the marketing strategy was measured using seven indicators. All indicators of marketing

strategy are measured using a five-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). For
marketing performance, this study considers that marketing performance is a multidimensional construct (Kotler
and Keller, 2008; Moorman, 2004). In this study, marketing performance is measured using four indicators. All

marketing performance indicators are measured using a five-point Likert scale ranging from 1 (strongly disagree)
to 5 (strongly agree).

3.3. Research model and formulation of hypotheses

This study aims to investigate the influence of the business environment on marketing strategy and performance
of Indonesian palm oil companies. Based on the literature review as stated in the previous chapter, this study
builds a conceptual framework as shown in Figure 1. Based on this conceptual framework, this study proposes
working hypotheses as follows.

Hypothesis 1

The external environment has a significant positive effect on the marketing strategy

Hypothesis 2

The external environment has a significant positive effect on marketing performance

Hypothesis 3

The internal environment has a significant positive effect on marketing strategy

Hypothesis 4

The internal environment has a significant positive effect on marketing performance

Hypothesis 5

Marketing strategy has a significant positive effect on marketing performance
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Figure 1
The conceptual framework proposed in this study

4. Results and Discussion

4.1 Validity and Reliability Test

This study conducted validity and reliability tests to ensure that the instruments used in the study were valid and
reliable. This study uses the Corrected item-total correlation (CITC) in the validity test and uses the Cronbach
alpha value in the research instrument reliability test. By using an alpha of 0.05 and 125 degrees of freedom, this
study determined that an item would be declared valid if the item had a CITC greater than 0.174 and the research
instrument would be declared reliable if the Cronbach alpha value obtained was greater than 0.60.

For the external environment construct, the results of the analysis yielded Cronbach's alpha values
ranging from 0.74 to 0.88 while the CITC values ranged from 0.41 to 0.77. This finding confirms that all items
used to measure the external environmental construct are valid considering that the resulting CITC is greater
than 0.174. Meanwhile, the resulting Cronbach alpha value was greater than 0.60; indicates that the instrument
used to construct the external environment is reliable. For the internal environment construct, the results of the
analysis produced Cronbach's alpha values ranging from 0.71 to 0.82 while the CITC values ranged from 0.33 to
0.76. This finding confirms that all items used to measure the internal environmental construct are valid
considering the resulting CITC is greater than 0.174. Meanwhile, the resulting Cronbach alpha value was greater
than 0.60; indicates that the instrument used to construct the internal environment is reliable.

For the marketing strategy construct, the analysis resulted in Cronbach's alpha values ranging from 0.75
to 0.81 while the CITC values ranged from 0.40 to 0.73. These findings confirm that all items used to measure
the marketing strategy construct are valid considering that the resulting CITC is greater than 0.174. Meanwhile,
the resulting Cronbach alpha value was greater than 0.60; indicates that the instrument used to construct the
marketing strategy is reliable. For the marketing performance construct, the analysis resulted in Cronbach's alpha
values ranging from 0.80 to 0.89 while the CITC values ranged from 0.43 to 0.79. These findings confirm that
all items used to measure the marketing performance construct are valid considering that the resulting CITC is
greater than 0.174. Meanwhile, the resulting Cronbach alpha value was greater than 0.60; indicates that the
instrument used to construct marketing performance is reliable.

4.2 Descriptive analysis

This section describes the descriptive analysis for the four constructs studied, namely the external environment,
the internal environment, the marketing strategy and the marketing strategy of the oil palm companies in South
Lampung province. This study considers four dimensions to measure the external environmental variables of an
organization, namely legal and political aspects, economic conditions, socio-cultural aspects, and technological
development aspects. The analysis results show that; the mean score for legal and political aspects was 3.83 with
a standard deviation of 0.85; the mean score for aspects of economic conditions was 4.26 with a standard
deviation of 0.68; the mean score for the socio-cultural aspect was 3.62 with a standard deviation of 0.74; and
the mean score for aspects of technological development is 3.58 with a standard deviation of 0.89. Furthermore,
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this study considers four dimensions to measure organizational internal environmental variables, namely aspects
of human resources, financial resources, production technology, and information systems. The analysis results
show that; the mean score for the human resource aspect was 3.86 with a standard deviation of 0.89; the mean
score for the aspect of financial resources was 4.19 with a standard deviation of 0.96; the mean score for the
aspect of production technology is 3.53 with a standard deviation of 0.92; and the mean score for aspects of
information systems is 4.24 with a standard deviation of 0.96.

For marketing strategy variables, this study considers four dimensions to measure the external
environmental variables of the organization, namely product strategy, price strategy, promotion strategy and
distribution strategy. The analysis results show that; the mean score for the product strategy was 3.76 with a
standard deviation of 0.97; the mean score for the pricing strategy was 4.07 with a standard deviation of 1.02; the
mean score for the promotion strategy was 3.51 with a standard deviation of 0.93; and the mean score for the
distribution strategy was 3.74 with a standard deviation of 0.96. Furthermore, this study considers two
dimensions to measure marketing performance variables, namely financial performance and non-financial
performance. The analysis results show that; The mean score for financial performance was 4.15 with a standard
deviation of 0.92 and the mean score for non-financial was 3.93 with a standard deviation of 0.91.

4.3 Hypothesis testing

The purpose of this study was to examine the simultaneous relationship between the business environment,
marketing strategy and marketing performance of oil palm companies in South Lampung Province, Indonesia.
Table 1 summarizes the results of the structural model test of the simultaneous relationship between the three
constructs.

The first hypothesis of this study is about the relationship between the external environment of the
organization and the marketing performance of oil palm companies in South Lampung Province. This study
proposes a hypothesis that the external environment of the organization has a positive influence on the marketing
performance of oil palm companies in South Lampung Province. The results of the analysis, as shown in Table 1,
show that the external environment of the organization has a significant positive effect on the marketing
performance of oil palm companies in South Lampung Province ( = 0.37; p <0.01). Thus the first hypothesis is
supported. Furthermore, this study proposes a hypothesis that the external environment of the organization has a
positive influence on the marketing strategies of oil palm companies in South Lampung Province. The results of
the analysis show that the external environment of the organization has a significant positive effect on the
marketing strategies of oil palm companies in South Lampung Province (f = 0.35; p <0.01). Thus the second
hypothesis is supported.

Table 1
The results of the simultaneous relationship test between business environment, marketing strategy and
marketing performance

Relationship SRW. CR.
External environment — » Marketing performance 0,37 6,44
External environment —» Marketing strategy 0,35 6,37
Internal environment —»  Marketing performance 0,29 431
Internal environment —»  Marketing strategy 0.44 7.44
Marketing strategy —p» Marketing performance 0,27 4,22
External environment —» Legal-political 0,87
External environment —» Economic 0,71
External environment —+  Socto-cultural 0,89
External environment —p  Technological 0.84
Internal environment — Human resources 0,78
Internal environment —p Financial resources 0,83
Internal environment —» Production technology 0,79
Internal environment —> Information system 0,71
Marketing strategy —»  Product 0,73
Marketing strategy —»  Price 0,81
Marketing strategy —® Promotion 0,75
Marketing strategy —* Place 0,78
Marketing performance —#  Financial performance 0,84
Marketing performance —»  Non-financial performance 0.84

The third hypothesis of this study is about the relationship between the internal environment of the
organization and the marketing performance of oil palm companies in South Lampung Province. This study
proposes a hypothesis that the organization's internal environment has a positive influence on the marketing
performance of oil palm companies in South Lampung Province. The analysis results, as shown in Table 1,
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found that the internal environment of the organization has a significant positive effect on the marketing
performance of oil palm companies in South Lampung Province (B = 0.29; p <0.05). Thus the third hypothesis is
supported. Furthermore, this study proposes a hypothesis that the internal environment of the organization has a
positive influence on the marketing strategies of oil palm companies in South Lampung Province. The results of
the analysis show that the internal environment of the organization has a significant positive effect on the
marketing strategies of oil palm companies in South Lampung Province (B = 0.44; p <0.01). Thus the fourth
hypothesis is supported. Finally, this study proposes a hypothesis that marketing strategies have a positive
influence on the marketing performance of oil palm companies in South Lampung Province. The results of the
analysis, as shown in Table 1, show that the marketing strategy has a significant positive effect on the marketing
performance of oil palm companies in South Lampung Province ( = 0.27; p <0.05). Thus the fifth hypothesis is
supported.

The findings of this study confirm that the external environment of the organization has a significant
positive effect on the marketing strategy adopted and the improvement of the marketing performance of oil palm
companies in South Lampung Province. This finding warns the marketing of oil palm companies in South
Lampung Province that the external environment of the organization is an important factor that must be
considered in developing the marketing strategy that will be adopted. In other words, oil palm companies in
South Lampung Province need to align the marketing strategies they adopt with four aspects of the external
environment; namely legal-political aspects, national economic conditions, socio-culture prevailing in the
community, and global technological developments. A good external organizational environment will contribute
positively to the marketing strategy adopted, which in turn can improve marketing performance.

Furthermore, this study found that the internal environment of the organization has a significant positive
effect on the marketing strategy adopted and the improvement of the marketing performance of oil palm
companies in South Lampung Province. This finding warns the marketing of oil palm companies in South
Lampung Province that the internal environment of the organization is an important factor that must be
considered in developing the marketing strategy that will be adopted. In other words, oil palm companies in
South Lampung Province need to align the marketing strategies they adopt with four aspects of the internal
environment; namely aspects of human resources, financial resources, production technology, and information
systems. These four aspects of the internal environment must be conditioned to always be in a good condition
because they contribute positively to the adopted marketing strategy, which in turn can improve marketing
performance.

Finally, this study found that the marketing strategy has a significant positive effect on improving the
marketing performance of oil palm companies in South Lampung Province. This finding implies that if the oil
palm companies in South Lampung Province consistently adopt a marketing strategy based on product, price,
promotion, and distribution strategies; then it can be an important key that can be used by oil palm companies in
South Lampung Province to develop an effective marketing strategy, which in turn will result in higher
marketing performance. The findings of this study support an understanding that emphasizes the importance for
companies to build an effective marketing strategy considering that marketing strategy is the main strategy for
obtaining sustainable organizational performance and creating higher competitiveness.

5. Conclusion

The marketing strategy has a strategic role, especially for oil palm companies in South Lampung Province.
However, research on the factors that influence the adoption of marketing strategies and their impact on
marketing performance is still relatively limited. This study aims to examine the influence of the external and
internal environment on the adoption of marketing strategies and their impact on marketing performance in oil
palm companies in South Lampung Province. The findings of this study indicate that the legal-political
conditions, national economy, socio-culture prevailing in the community, and global technological developments
have a significant positive effect on the marketing strategy and performance of oil palm companies in South
Lampung Province. This finding is in line with the argument that was built that the external environment,
marketing strategy, and marketing performance are positively correlated.

Furthermore, it was found that the condition of human resources, financial resources, production technology,
and information systems had a significant positive effect on marketing strategies and performance of oil palm
companies in South Lampung Province. This finding is in line with the concept that the internal environment,
marketing strategy, and marketing performance are positively correlated with. The findings of this study also
indicate that the adoption of product, price, promotion and distribution-based marketing strategies has a positive
effect on marketing performance in oil palm companies in South Lampung Province. In other words, the
marketing strategies adopted by these companies are able to boost marketing performance, both financial
performance and non-financial performance. This finding supports the concept that the marketing strategy is a
strategy that can contribute positively to improving organizational performance.
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