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Compared with other countries, Indonesia’s export
of creative products is less competlilive because
the products produced by small and medium
indusltries have not been able o meel the demand
of the exporl markel. The government is aware
of this discouraging condition, which may be due
to the basic technology used by SMEs. In addition
this industries are not well developed across the
country. Another obslacle is the fact that SMEs
are unprepared to compele with others in the
free markel because many do not hold product
certification which is increasingly necessary. The
implementation of free trade also becomes a threat
to domestic industry.

Bl increasingly compelitive global competition
requires companies to have a competitive advantage
in order to win and gain market and opportunities.
Global business competition encourages industries
lo creale cosl efficiency and product differentiation,
while the global corporale compelition arises
as a resull of lransnalional companies’ efforls (o
develop business by the construction of new plants,
a joint venture with the host country, and industrial
relocation. This condition leads to increasingly
slrong compelition between global companies
and domestic companies and there has been a
concern that it will capture the domestic market.
manlicipzﬂe this challange, domestic enterprises
need lo develop a compelilive strategy that focuses
on core compelencies in terms of price, qualily,
Nexibility, and delivery.

The role of small and medium industries or
enterprises is inevitably important in the world
economy. Small and medium enterprises (SMEs)
have been exposed lo business competition and
business environment which show the importance
of compelitive strategy for their export performance
so that they can compete or deal directly with large
companies. In this condition, the performance of
SMEs is largely deIermed by their competitive
stralegies which are supporled by the ability 1o
oblain and manage information in the markel.
Proper search of export-related information and use

of sources of information will be helpful in finding
ways lo develop and consolidale the aclivities of
SMEs overseas and 1o see other companies which
have the desire and potential to improve and profit
from information.

Some empirical evidence suggests that information
search has an important impact on export
performance of SMEs. Seringhaus (1993) provides
a framework for explaining how information
rch affects SMEs” exporl performance. The
research model is based on the assumption that
the use of information sources, exporl experlise,
and research in the field of marketing has a direct
impact on business performance. Skills associated
with information focus on overseas markel
segmentation, markeling research represents the
type of information sought, and performance is
measured by the share of exports as percentage
of the lotal §#ls. Test resulls indicate significant
relationship between "experlise” and performance,
but withoul the use of informalion sources and
information search.

Denis and Depelteau (1985) examined the impact
of the use of information resources on exporl
expansion and diversification. They divided the
samples into two groups, depending on whether
each is a new or experienced exporter. Three
performance levels were deflined for each group’s
performance: low, medium, and high. Performance
is measured by the rate of exporl growth in the past
five years. The resull of this study shows thal fair
trade” has a strong impact, but some sources are
found to be less important. Kleinschmidt and Ross
(1986) studied the relationship between the SMEs'
use of information, information resources, and
export performance in high-technology sector. The
finding also indicates that there is no clear indication
as to the relationship between information search
and information sources.

Boulary (1998) as cited in Julien and Ramangalahy
(2003) examined the impact of informalion
processing on performance. The result indicates
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the importance ol management but it only
provides litile informaltion about the impact of
information processing. The researcher shows that
the success of SMEs in export is nol information
and environmenl sensilive, and more likely lo
focus on managing internal information and on
customer salisfaction or markel needs. Three
recent studies examined SMEs' export performance
based on several factors included in information
search. First, Cavusgil (1984) lested the exporting
companies’ markel research based on the degree of
internationalization. Successful exporlers consider
information search more important and use a
wider range of sources of information. Second,
Samiee, Walters, and Dubois (1993) compared
the use of proactive (innovative) and reaclivem
of information sources by exporters. They find that
proactive exporlers use more second sources of
information and have a wider range of sources of
informalion. Third, Houle (1994) as ciled in Julien
and Ramangalahy (2003) compared the knowledge
and use of markel informalion and sources of
informaltion based on the level of involvement of
foreign companies. They found thal a successful
exporter is more knowledgable about international
markets and uses both information and relevant
sources of information.

Contradictory or different findings in the results of
empirical studies on the impaclt of relationships
and information search and competencies on
SMEs’ compelitive stralegy and performance
have encouraged the researcher to conduct a
confirmatory study to lest hypotheses and various
research issues related to the findings by using
a different research setting: small and medium
enterprises (SMEs) in Indonesia. The selection of
SMEs as a setting is based on the premise that the
paradigm of economic development in Indonesia
which was originally oriented towards large-
scale industrial growth has shifled to economic
development with more emphasis on people’s
economy (small and medium industries).

The shift in paradigm provides opporlunities for
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the growth and development of new and more
productive economic aclivities and is a chﬁ-nge
for all involved in the competition. Based on the
condition of small and medium industries in
Indonesia, the study was conducted to test the
impact of search of export-related information and
export competence on SMEs' competitive strategy
and export performance. Hence, we can find out
whether the research model is slill relevant when
applied 1o a different research selling, i.e alarge-
scale manufacluring company in Indonesia.

Based on the illustration of the issues previously,

described, the study aims to answer the following

questions:

1. Does export-related information affect SMEs’
compelitive strategy?

2. Do the sources of information affect SMEs’
compelitive strategy?

3. Do SMEs’ exporl compelencies affect the
adopled compelilive siralegy?

4. Does SME's compelilive slralegy affect their
performance?

1]

Does the uncertainty in business environment
moderate the influence of competitive strategy
on exporl performance?

The Role of Small and Mediumn Enterprise (SMEs)

About 20 % small and medium enterprises (SMEs)
plan to expand abroad in the next two years. This
is revealed in a survey entitled HSBC Global Small
Business Confidence Monilor which captured the
views of small-sized business players lowards
global business and economic prospeclts. More and
more SMEs are eager to develop business abroad,
including SMEs in Indonesia. It is the response to
the dynamics of today's economy, and it provides a
new perspective in free trade, after the ACFTA had
been made effective. Inter-regional free trade agree-
ment which began in January 2010 has effectively
eliminated tariff and it will certainly affect business
players, including SMEs (okezone.com, 2010).

Small and Medium Enterprises (SMEs) is an
important component which supporls economic
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prcmss inIndonesia, as evidenced by the issuance
ol Instruction of President of the Republic of
lncmasia No. 10 in 1999 on the Empowerment
of Small and Medium Enterprises. Through this
Instruction, the governmenlt is seeking to improve
small and medium enterprises into a strong,
independent, and superior entity. The Instruction
provides criteria used lo classify a businessfila
medium-sized enlerprise: thal is the owner has anet
worth between Rp. 200,000,000 to Rp. 10 billion and
that net worth does not include land and buildings
as a place of business.

The industrial sector contribuled to 30% of the total
Gross Domestic Product (GDP) and it got higher
and almost reached 30% during the period 2004-
2007. Of the total contribution, the non oil-and-gas
industry sector was a major contributor with the
total average of contribution of 80% in the same
period. Based on the dala from Central Slalistics
Agency (BPS), the role of sub-seclor induslries such
as foods, beverages and lobacco; texliles, leather
goods and footwears; ferlilizers, chemicals and
rubber goods; and transport equipment, machinery
and lools, reached 80% of the total contribution of
the national non oil-and-gas industries.

The data on the growth of processing sector showed
an average performance of 5% (2004-2007) and
the growth of non oil-and-gas industry reached
aboul 6% in the same period. The agriculture and
husbandry industries, and the oil and gas industries
showed a decreasing trend when compared with
the pre and post crisis period at the average of
13% (1994-1996) far exceeding the growth after
the crisis (an average of 5% during 1999-2006). This
is cerlainly a major concern in the formulation of
strategies for national industrial development.

The formulation of macroeconomic policy and the
limitation in the use of lechnology are the main
focus in the strategy for development of small and
medium industries. The technology use focuses on
the issue of low slandardization for the qualily of
products that makes it difficult to meet the criteria

of international markets and the low added value
in finished products. The concept of total quality
managemenl has been applied since 16 years (up
102007) to the national indusltry, especially to SMEs,
but itis still less optimal. It is because the formation
of 3.833 clusters in 3,417 SMEs over a period
of 16 years is considered far from proportional
compared with the number of SMEs in [ndonesia
which reaches 3.5 million units across 400 districls
/ cities. This phenomenon highlights the fact that
the contribution of SMEs 1o Gross Domeslic Product
(GDP) by industry sector was only 38%, or much
lower than the contribution of large indusiries which
reached 62%.

Obstacles in Export Faced by Small and Medium
Enterprises

Basically, Indonesian SMEs have a fairly good
prospect and great potential to develop along
with the increasing role of SMEs in non-oil exporls
over the years. The role of SMEs in non-oil exporis
increased lo Rp 75.45 trillion or 19.4 percent of
total national exports in 2000, and to Rp 75, 86
trillion, or 19.9 percent of lolal national exporls
in 2003. That increase is supported by the export
of SMEs’ non oil-and-gas products including
products of agriculture, plantation, fishery, textiles
and garments, furniture, products of processing
industry, and works of art. However, SMEs role in
exporls is still relatively small because SMEs face
many obslacles in their export activities, leaving
the SMEs’s products o be exported by big players
or large-scale exporlers that can reduce or even
eliminate the obslacles. The government's support
is certainly needed through a supportive and easily
implemented policy.

Tambunan (2003) classified export-oriented SMEs
into two groups, namely, Manufacturer-Exporter
(Direct Exporter) and Indirect Exporter. Direct
exporlers produce exporl producls and sell them
directly lo buyers or importers overseas, while
Indirect Exporters produce products for export, but
do not export them directly to buyers/importers.
They use domeslic exporl agencies or exporlers.
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Manufacturer-Exporter SMEs tend lo earn higher
profits than Indirect Exporter SMEs do.

SMEs that play a significant role are those that rely
on the production of hand-made products, such as
jewelry and wood carving, as they tend to be labor
intensive. This characteristic is an advantage for
SMEs, as they rely more on handcrafting skills. Large-
scale enterprises that tend to be capital intensive
would be difficult to enter this business. This proves
the important role of SMEs in employment, especially
in the times of economic crisis. SMEs’ primary
exporl destination is Singapore, although from the
perspective export commodities, the destinations
are relatively diverse. The high volume of exports to
Singapore suggesls that there is still a potential for
increased added value or economic rent of SMEs to
the exported products, if they are directly exported
to the countries of main consumers. Singapore is a
transit, so the products exported to Singapore will

be re-exported to other countries.

Some SMEs decide 1o be more export orienled
a not to be influenced by key factors such as
export trading and financing problems. Export
trading problems are due 1o the high risk of export
activities (both the risks in payment a delivery of
goods), a grace period of payment, and the high
cost of exports, Meanwhile, the financing problems
are due to SMEs’ limiled capilal, and problems
relaled lo financing and guaranleeing institutions,
for instance, their minimum support lo SMEs in
financing and guaranling exports. This makes the
SMEs’ marketing stralegy lend to wait for buyers,
creating a trading mechanism commonly called as
the buyer's markel.

Hardono (2003) suggests thal principally SMEs
have E@me classic barriers, i.e barriers associated
with low quality of human resources (HR), lack
of business managemenl, low access o sources
of financing and markels, as well as the lack of
information and lechnology. SMEs face busires
barriers and limitations in export which are
classified inlo two calegories: internal and exlernal.

Search, and Competitive Strategy on the Export Performance / | - 20

The i[a.l‘l13] barriers are lhose inherent in the SMEs,
while external barriers are those caused by exlernal
factors nol inherent in the SMEs.

Some internal barriers in export activities include
low commitment in fulfilling customers' orders,
both locally and internationally, the less optimal
management system applied by SMEs, especially
interms of production, administration, and finance;
the limiled facilities and infrastructure owned
by SMEs to fulfill orders; low qualily of human
resources, leading lo business management not
based on rational considerations; limited capilal,
particularly working capilal, poor communication
and informalion networks with relevant parties,
such as in the purchase of raw malerials, as
sometimes SMEs have only limited resources, so
goods are oblained at higher prices; low capacity
in research and development, thus not being able
1o fulfill the wishes of the buyers optimally.

Meanwhile, the exlernal barriers facing SMEs
include: unstable supply and prices of raw
malerials and other supporting materials; higher
requirements from buyers, such as those related
to producl quality, qualily of social environment,
quality of work environment, compeltitive rates,
being environmentally friendly, some government’s
regulations which are less conducive and lead
to slower rate of SMEs’ exporls; low access o
markels, including producl demand, product
qualily standards, timely delivery, and price
competition; low access o sources of financing,
including information aboul eredit scheme and
the high interest rate; the emergence of hidden
costs associated with transportation, customs, and
security; difficulty in meeting the procedures and
a relatively long period required to patent SMEs'
products,

The government’s political decisions in all aspecls
and levels to address the complex issues of SMEs
need various approaches to successfully remove
the existing barriers. The policy aims to provide
a grealer opportunily to SMEs lo reduce or lower
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the barriers. The approach should be adopled 1o
remove problems SMEs face in their export acti-
vilies and it can be developed by improving SMEs”
financial and managerial capabilities, building a
network to markel the export products, and enhan-
cing the promotion of export products. Conducive
governmenlt's policies / regulations will be the key
lo success in reducing barriers in export activities.

Competitive Strategy and Improvement of
Performance of Small Medium Enterprises

To compele in an environment full of uncertainty
and intense compelition, SMEs need a compelitive
stralegy lo ensure their survival. Two main factors
that can affect their ability to survive in this global
crisis are a high local content in production inputs
and flexibility in the adjustment of production
capacity. The advantage in the form of high
local content in production inputs means it can
produce a commodily with a certain uniqueness
and distinctiveness o creale an added value o
products o be more compelilive in the markel.
However, most SMEs still rely on the local market
and domestic demand as their main source of
turnover exceplt on certain products. They are less
innovalive and already quite satisfied with whal they
have eamed. These are the factors that make their
products not very competitive,

Rapid changes in demands in the market during
the crisis were responded by SMEs withoul the
greal inefliciency. The studies of CESS and The
Asia Foundation (2002) aboul medium and
large scale industries shows that the smaller the
scale, the smaller the impact of output reduction
caused by the crisis. Flexibility in the adjustment
of production capacity is also a factor that makes
effects of reduced output on small and medium
scale businesses remains small. SMEs can become
a safety valve for economy in the supply of labor,
manufacture of outputs, livelihood and source of
peace for Indonesians. The very basic reasons that
can explain why they survive are: their economic
aclivities were nol connecled with loans in dollars;
they cul expenses by subslituling expensive

inputs with the cheaper ones; they did business
diversificalion and opened new markets; and the
vast majority of SMEs basically used their own
capital, not loans.

CESS and Swisscontact (2003) conducted a study
of SMEs' exports in Bali and the results showed that
the competitiveness of exporters’ / trading houses’
products which were from SMEs sharply declined
because they could not compete with products
from countries where the production cosls were
cheaper. The increasingly competitive markel
conditions, less supportive business environment
and increasing costs were also found o trouble the
exporlers / rading houses.

'l'hﬂin strategy that can be adopted to improve
the performance and the role of Indonesian SMEs
in free market and to overcome the existing gapis
to develop strong medium-sized enterprises within
the structure of industry in Indonesia. The past and
current experiences indicate that the policy for the
development of large-scale business (realized in
the form of Law on Limited Liability Company)
and the development of small-scale business
(realized in the form of Law on Small Business) is
clearer and more focused, while the medium-sized
enterprises are left to develop on their own. The
placement of medium-sized business in terms of
policy and provision of relevant informaticn tend
to be biased.

Empirical studies in the induslrial sector (which
illustrate the real compelilion) show thal the
medium-sized business has several advantages
when competing in the market. Productivity per
worker insmall and medium industries outperforms
even productivity in large industries. Medium
industries are also better able to anticipate market
changes than large industries do. Itis this factor that
causes the former relatively more stable in facing
the crisis although it still relies heavily on domestic
demands for its lurnover. If we look al the existing
composition of small and medium industries, the
food induslry, textile and apparel induslries as
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well as industry of malerials from limber are the
preferred medium-sized industries. We can also see
that with the support of efficiency, medium-sized
industry can compele in the global market.

The potential and ability to carry out innovations
based on skills, mastery of technology, human
resources and capital accumulation of medium-
sized enlerprises are beller than those of small
businesses. Similarly, their ability lo access markets,
informalion and funding are too. In addition,
flexibility in responding the market enables the
medium-sized enlerprise to be tougher to survive
than large businesses are. Thus, in the context
of free compelition, il is necessary lo promole
medium-sized enterprises by improving efficiency
and innovation and encouraging compelfitiveness.

It is true that the role of SMEs in exporls is less
dominant than that of small businesses. However,
with the posilion and stralegic role they play,
their advanlage can be oplimized. Medium-sized
enterprises deserve to be promoted as a motor
which supports SMEs in free competition because
their potential in terms of technology and human
resources is much higher than that of the small and
micro enterprises. Efficiency is a must considering
changes in the order of world market especially in
the countries of export destinations of Indonesian
produclts (Europe, USA and Japan) which face
increasingly hard barriers due lo political and
securily reasons. Nol only does Indonesia face that
condition, but it also has to compete with China
which threalens the exporl markel as well as the
domestic market.

Conceptual Framework

The previously conducted studies are generally
conceplual, not based on a conceptual framework
that helps to understand the relationship between
information search and performance. In lerms of
findings, the resulls provide little confidence and
evidence which focuses on the direct or indirect
impact of informalion search on SMEs’ export
performance. To overcome the limitations, this
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study will first oulline the theorelical framework
and then explain the conceplts used to describe
the relationship or connection belween research
variables in ways that are different from those used
by previous researchers.

Conceptually, this research is based on the premise
t underlies globalization, which suggests that
the abilily to master information and knowledge is
an imporlanl factor in explaining the competilive
advanlage and corporale perfoermance. This
includes two important issues in resource-based
view including: 1) the company's competilive
stralegies that affect corporale performance, 2) the
fact thal information and sources of informalion
are a strategic resource for generaling competitive
advantages. According to this theory, information,
networks, and competence are major determinants
of a company's compelitive advantage.

In connection with the ﬁ@gs of the previous
studies, this study aims lo find a relalionship
between export performance, compelitive strategy,
and information search which is then divided into
three sections called the source of information,
information search, and export compelence. The
search of export-related information is expected to
help develop and consolidate the SMEs" activities
in developing business overseas. Itis also expected
that the informalion is used lo study how other
companies with similar desire and polential expand
their business in internalional selling Lo improve and
eam benefils from information search. A research
model in this study is illustrated in Figure 1.

Inf tion Search, [nfc tion Sources,
and Export Competencies
Perception of the importance of export- related

information and information sources has become
a focus of most empirical studies. Seringhaus
(1987) as ciled in Julien and Ramangalahy (2003)
distinguishes belween target and experiental
information and concludes that dependence on
farget information will reduce as more experience
is gained. Several recenl empirical studies
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Information Search
and Compelencies H1

Export
compelencies

H2

H4

C itive Export
Information ‘ompe five pol
Stralegy Performance
Perception
H5
Information H3
Sources Environmental

uncerlaity

Figure 1. Research Model

showed thal the most important information for
exporling SMEs is about overseas markets (the
size, polential, structure, trends, emergent markels
and entry modes), consumers (the demands
and needs, consumer behaviors, pren'encesv
habils), compelilion (the stralegies, strengths
and weaknesses, products offered and price),
products (the need for adaplation, lechnical norms,
innovations), price (the levels, lrends, modes of
paymenl, and margins), promotion (the methods
and opportunities), distribution (the cost, channel,
intermediaries performance), and the general
environment (the barriers to export, political and
economic background).

Hypolhesis 1: Expori-relaled informalion affecls
exporl compelilive slralegy.

According lo the literature, exporting SMEs
meel their needs by using several different
sources. Frequency of use of information sources
becomes the focus of empirical research. Studies
mention that the most important s{ffce (the
most commonly used) is the one related lo
overseas markets and distribution (the consumers,
agenits and renenlalives, retailers, exporting
companies), supply interfaces (the bankers
and suppliers), industrial sector (the reviews
and specialized journals, olher companies, and
indlmil associalions), institutional environment
(the govemment offices and publications), internal

sources (the databases, employees, sales, branches,
overseas mission), and electronic sources (the
private, public databases, and internet).

Hypothesis 2: Sources of expont-related information
affect export compelitive siralegy.

Export compelencies (exporl experience and
experlise) have an imporlant role in explaining the
capacily of SMEs in using important information and
sources of information and also their involvement
in export aclivities. Seringhaus (1993) as cited in
Julien and Ramang@ (2003) argues that the
export competencies have an enormous influence
on the company's capacity and ability o use
information appropriately, when the company
musl face challenges or wanls to benefit from the
opportunilies lo enhance growth and profilability.
Resulls of the research also show thal the grealer
the competence of information, the higher the
SMEs’ performance of. Some competencies a
company may have, according to the literature,
include international, international marketing
competence, marketing expertise, and knowledge
and skills in export,

Hypothesis 3: SMEs® exporl compelencies alffect
their compelitive siralegy

Expcaedomwnce

The concept of SMEs' export performance is a
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subject of much controversy. Many measuring
criteria have been proposed in the literature.
Kaynak, 1992, and Bijmolt and Zwart, 1994, argue
that the range of SMEs’ performance measurement
mcﬁa clearly suggests a multidimensional concept.
Exportintensity (export sales as a percentage of the
total sales) and growth rate of expe ratio often
use the criteria from the literature, because they
are relatively easy to collect. Kleinschmidt (1985)
as cited in Julien and Ramangalahy (2003) have
supported export intensity measurements for several
years and introduces export inlensity measurements
by incorporating other indicators which are not
correlated with exporl intensity, such as the

perception of successful exports or profitability.

Madsen (1987) as cited in Julien and Ramangalahy
(2003) argues that some Iiteau‘re reviews classify
performance criteria into four groups, namely
exporl profilability (the amount of profits or the
perceived exporl profilability compared with the
domeslic sales), exporl volume (the export absolule
value or export as percentage of the lotal sales),
export growth (the percenlage or absolule value
of export growth), and various other indicators
(perception of success, the variability of export).
Similarly, Denis (1990) as cited in Julien and
Ramangalahy (2003) identifies two approaches
for measuring performance: a quantitative one
based on the meastemenl of volume of export
and a qualitative one based on various crileria that
measure perceplion of success in overseas markels
such as reputation as an intemational company.

Competitive Strategy

Based on implicit empirical studies which use a
generic strategyas proposed by Porter (1980), Namiki
(1988) as ciled in Julien and Ramangalav (2003)
concludes that exporting SMEs generally adopt four
types of competilive strategies. First, markeling
differentiation based on compelitive pricing, brand
development, control over distribution, advertising,
and innovation in the conlext of markeling tech-
niques. Second, segmentation differentiation based
on the abilily to offer specialty products lo specific
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consumer groups. Third, innovation differentiation
based on the abilily lo offer new products and
superior products. Fourth, product services based
on qualily of products and services provided
to consumers. The results of previous studies
indicate that good performance of SMEs is related
to the growth of export and profitability, adoption
of segmentation differentiation or innovation
differentiation stralegy.

Hypolhesis 4: Compelilive slrategy alfecls SMEs’
expor performance

Conceplual and empirical literature provides some
evidence aboul the influence of environmental
dynamism on the choice of competilive strategy.
Compeling in a rapidly changing environment
indicated by the increasingly shorter life cycle of
a product, with better informed consumers, rapid
diffusion of lechnology, customized products,
and the improving new compeltitors require
companies lo eslablish compelitive stralegies in
order increase their flexibility ad productivity.
Environmental uncerlainly is idenlified as an
important contingency in the conceptual and
empirical studies in compelilive stralegy and
manufacturing strategy (Skinner, 1969; Hofer, 1975;
Van Dierdonck and Miller, 1980). This study shows
that the environmental dynamism will support the
decision of options of compelilive stralegies.

Hypothesis H5. Environmenlal uncerainly moderale
the impacl of compelilive siralegy on performance.

METHODS

Poption and Sample

The purpose of this study is o analyze the impact
of relationships between information search and
competencies and competitive strategy and the
performance of Indonesian SMEs. The population
made the ocbject of the study includes small and
medium enterprises in Indonesia. They are SMEs
nn'ch are registered with the Statislics Directory
published by the Central Bureau of Slalistics (BPS),
in 2004. Samples were delermined using the
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purposive sampling lechnique, and the selected
sample was a manufacturing company with the
crileria saying thal it has a large scale, loo. The
number of samples used in this study was 100
SMEs. The classification of small, mediumnd
large companies for the study was done based
on the number of permanent workers employed:
(1) Small companies: 10-99 employees. (2)
Medium companies: 100-499 employees. (3) Large
companies: 500 employees or more.

ma Collection Techniques

The data used in this studyinclude primary data and
secondary data. The primary data were obtained
through queslionnaires which were mailed 1o
SMEs, with their managers as the target subject. The
distribution of questionnaires was conducted for
one monthwitha deadline for return in four weeks.
To increase the rate of return of the questionnaires,
the researcher, adopling the suggestion proposed by
Issac and Michael (1990), used a SASE and [ollow-
up mailings for the secondary dala associated with
collection of data pertaining to existing SMEs in
Indonesia.

Operalionl Definitions

The five-point Likert scale was used to measure

the company's level of excellence of as compared

with its competitors on the statement specified in

the items of the questionnaire. Constructions tested

in this study include:

1. Exporl Compelencies
Export compelencies in this study represent
exporl experience and each of their own
expertise that has animportant role in explaining
the capacity of SMEs to exploil important
information and information sources and also
the involvement in export activities. Some
competencies of the company according to the
literature include international competence,
international marketing compelence, marketing
expertise, and knowledge and skills in exports.

2. Perception of Information
Perceplion of information in this study indicates
that the important information for exporling

SMEs is about overseas markels, consumers,
compelition, products, promolion price,
distribution, and general environment.

3. Sources of Information
Sources of information in this study include
some of lhemasl important sources related
1o overseas markets and distribution, supply
interface, the industrial sector, institutional
environment, resources, and electronic
sources.

4. Compelilive Stralegy
Competilive strategy in this study represents
four types of exporling SMEs” co@cmivc
stralegies generally adopled by SMEs: markeling
differentiation, segmenltation differentiation,
innovationdifferentiation, and product service.

5. Environmental uncertainty
In this study lrauncerlainly of business
environment is identified as an important
contingency in conceptual and empirical
studies in both compelitive sirategy and
manufacturing stralegy (Skinner, 1969; Hofer,
1975; Van Dierdonck and Miller, 1980), which is
measured by len items according to th eexisling
Byature.

6. Export Performance
In this study export performance is measured
based on ffformance criteria which are
classified into four groups: the export
profitabilily, export volume, exporl growth,
and various, other indicalors such as perception
and variabilily of exporl success.

Validity and Reliability Tests

Testing the validity and reliability of an instrument
was conducted even though the instrument used
was adclnd and modified from the existing
literature. An instrument is considered 1o possess
high reliability if the value of Chronbach's Alpha
is higher than 0.6 (Nunnaly, 1978). In addition, an
additional lest wasrried out to see the reliability
of the instrument by calculaling the coefficient
of homogeneily. Homogeneily coelficient is the
correlation between individual items and the tolal
score of all items. The higher the coefficient, the
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Table 1. Chronbach Alpha and item Homogeneily for All Variables

Variable Number Number of items Cronbach [tern homogeneity

of items issued Alpha

Perception of Information 21 0 9128 .363-.729

Sources of Information 22 0 .9403 .456 - .877

Export Competencies 20 0 8715 449 - .624

Compelitive Strategy 13 0 7894 .361 - .806

Environmental uncerlainty 10 0 G095

Performance of SMEs 4 0 7946 .353 - .869

more reliable the instrument. If the correlation

between individual items and the tolal score is not

significant, the item is not valid.

The test results of the reliability and validity of the
instrument are presented in Table 1 The results
of this study demonstrate the reliability of the
instrument which is proved to be acceptable
because all items have high reliability and validity.
Cronbach’a alpha for all instruments o measure
each variable ranges from 0.6095 o 0.9403. Judging
from the the coefficient of homogcnn', all are
significant at alpha .01. It shows that all items used
in this study are reliable and valid.

Analysis Techniques

Simple Linear Regression Analysis

Linear regression analysis is a slalislical analysis
method which uses a specific mathematical model
consisting of several assumptions. In theory, it is
clear thal the results of linear regression analysis
will have a (valid) value only if all the assumplions
used are acceplable. Therefore, all the assumptions
to be used should be tested to test the validity of the
model. Ituses the following work pattern in linear
regression analysis. Simple Linear Regression can
be formulated as follows:

Y=a+bX
The equation shows thal an independent variable

(Y) is a linear function of the dependenl variable
(X). The constant a and slope b are called the

coefficients of regression. Conslant a is a linear
function thal intersects the Y axis, which is al the
eslimaled value of Ywhen X = 0.

Multiple Linear Regression Analysis

Pratisto (2004) argues that regression analysis is
useful for predicting how far the influence of one or
several independent variables (X) on the dependent
variable (Y). Simple linear regression only discusses
the relationship between one independent variable
with asingle dependent variam whereas mulliple
linear regressions discuss the relationship between
one dependent variable with several independent
variables. A mulliple linear regression has the
general form expressed as follows:

Y=a+bX, +bX,+bX, +o..+ b X,

Hierarchical Regression

To test the influence of the relationship between
in@cndcnl variables and dependent variables,
a hierarchical regression model is used. The
moderating impact can be seen on the significance
of interaction terms. The interaction term will
be known whether the moderator varable is a
positive or negative moderalor.

RESULTS AND DISCUSSION

nlamcte.ﬁst[cs of Respondents

A lolal of 350 queslionnaires were sent lo
manufacturing companies in Indonesia. Of the
350 queslionnaires senl via air mail, 23 companies
have changed address or bankrupt. A total of

s
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questionnaires returned were 45 questionnaires:
9 could not be used in dala processing due 1o
incomplele or it was nol filled. The tolal number
of queslionnaires which were retumed and ready
lo be processed were 36 questionnaires. The
response rate was 10.28 per cent.

Table 2.1. Samples and Rate of Return

The characlerislics and profiles of respondents show
that thirty six exporling companies participated in
this study. The majority of respondents in this study
have been operaling for more than 30 years, so
they are exporl-oriented companies. Only aboul
4 percent of respondents are newly established

Tolal questionnaires sent 350
Companies changed an address or dissolved 23
Total of questionnaires returned 45
Tolal of queslionnaires thal cannot be processed 9
Tolal of questionnaires that were processed 36

The rate of return based on the number of questionnaires which were

processed

36/350 x 100% = 10,28 %

Source: Processed data

Table 2.2. Samples and Rate of Return

Mean  Standard Deviation

Information about market prices 24722 1.13354
Information about potential products 27222 1.36510
Information about new products 2.8056 1.21466
Information aboul consumers’ tasles and needs 1.5833 .84092
Information about methods of promotion 2.0278 1.02779
Information about methods of market penelration 2.4167 1.27335
Information about strengths of competitors 2.4444 1.10698
Information about weaknesses of compeltilors 2.6389 1.22247
Informaltion about compelitors' competilive siralegies 2.3889 1.12828
Information about methods of distribution 23611 1.09942
Informaltion about export standards and regulations 2.3333 1.19523
Information about export license 2.6944 1.21466
Information about potential customers 2.5278 1.20679
Informaltion about contact persons and business associales 3.5278 1.02779
Information about development of business relations 3.6389 89929
Information about methods of contract payment 3.6389 1.01848
Information about transportation options 3.2222 .95950
Information about commission 4.0278 .65405
Information about customs and excise 3.7778 .63746
Information about interational trade 3.6389 .89929
Information about government's assistance and regulations 3.5833 93732
Level of importance of perceplion of information 2.8796 .64428
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companies. The distribution of participants
by fields of business is fairly balanced ranging
from those in the textile, clothing and leather
to high technology. Seventy-two percent of the
participating SMEs are locally owned and the rest
are foreign-owned or cooperate with international
entities. The distribution of export destinations
include countries like Japan, Hongkong, Taiwan,
Korea, ASEAN countries, USA, Australia and
European countries.

Descriptive Statistics

Tables 2.2. - 2.7. show lhe average response of
respondents to each of variables in this study.
Based on Table 2.2, it can be concluded that for
the variable of perception of information, five items
of statements considered important viewed from

Table 2.3. Samples and Rate of Return

the average value given by the respondents are
information about commission (4.0278), information
about the customs and excise (3.7447), informalion
aboul governmenl’s assistance and regulations
(3.7778), information about the development of
business relationships (3.6389), and information
about methods of contract payment (3.6389), and
information about international trade (3.5957).

Based on Table 2.3. il can be concluded thal for
the variable of sources of informalion, five ilems
of slalemenls considered important viewed from
the mean value given by the respondents are
the information from standardization agencies
(3.8056), information from local stakeholders and
information from special business journals (3.7778),
information from local sharcholders (3.6111),

Mean _ Standard Deviation

Informaltion from cuslomers 3.1944 92023
Information from representatives or branches 3.1667 77460
Information from agents, wholesalers, distributors 3.1111 74748
Informalion from sales branch offices 3.0278 1.02779
Information from parent company 3.5278 90982
Information from suppliers 3.3889 90326
Informaltion from business associales 3.4444 96937
Information from competitors 3.0556 1.06756
Informalion from business associations 3.4444 84327
Information from region-based business associalions 3.3056 98036
Information from international trade 3.4444 1.02663
Informalion from trade groups 3.4722 1.02779
Information from international marketing agencies 3.4722 77408
Information from financial institutions 3.5833 93732
Information from local stakeholders 3.6111 90326
Information from foreign government ¢ ization: 3.2778 91374
Information from standardizalion agencies 3.8056 78629
Information from international consul 3.4167 93732
Information from special business journals 3.7778 92924
Informalion from internet 3.3333 1.04198
Information from newspapers, lelevision, radio 3.4722 87786
Information from government's statistical dala 3.2222 1.04502
Intensity of sources of information 3.3880 61901
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Table 2.4. Descriptive Stalistics of Variable of Export Competencies
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Table 2.6. Descriplive Statistics of Variable of Business Environment

Mean __ Standard Deviation
Export-related expertise and skills 3.3889 1.07644
Knowledge of exporls 3.2222 1.01731
Implementation of the learning process in organizations 3.3056 1.23796
Ability to find the right intermediaries 4.2500 87423
Ability to promole products 4.1389 79831
Ability to obtain customers 4.0556 75383
Abilily 1o do business planning 4.2778 91374
Ability to manage transportation 3.8333 87831
Ability to make payments 4.1389 83333
Ability 1o do business with large corporalions 3.9444 95452
Ability to manage production time 3.5556 1.08086
Abilily lo finance aclivilies 3.5278 99960
Ability to meet HR needs 3.8333 .84515
Ability to satisfactorily meet consumers' requests 3.4444 87650
Ability to obtain information about the competition 3.5833 1.10518
Knowledge of market 3.9444 75383
Knowledge of regulations 4.1111 70823
Knowledge of legal aspects of international trade 3.9722 77408
Availability of general statistics 3.7778 1.07201
Abilily 1o meet the quota 3.8889 97915
Level of export compelencies 3.8097 50509
Table 2.5. Descriptive Statistics of Variable of Export Competencies
Mean __ Standard Deviation
Quality of product and performance 3.5833 1.07902
Quality of process and performance 3.5833 1.15573
Producing top level products 3.7222 1.08525
Quality of service 3.8611 1.17480
Product innovalions 3.6111 1.20185
High range of products 3.2500 76997
Visibility of advertisement and promotion 3.5000 87831
Reputation of advertisement and promotion 3.6111 80277
Knowledge of market 3.4167 -99642
Compelitive prices 3.1111 1.03586
Low production costs 3.8889 78478
Extensive network of distribution 3.4444 1.08086
Advantages of marketing methods 3.8056 98036
Level of emphasis on implementation of competlitive stralegy 3.5684 .53902
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Mean _ Standard Deviation

Busi cosls 3.7222 91374
Laws and regulations 3.5000 1.02817
Exchange rate 3.7500 1.10518
Position of balance of paymenls 3.8889 1.11555
Political conditions 4.1111 01894
Level of product innovation 3.3889 76636
Level of process innovation 3.5556 .84327
Time required for product innovation 3.6944 98036
Time required for innovalion process 3.6944 02023
level of changes in cuslomers' lastes 2.8889 82038
MEAN of uncertainty of business environment 3.6194 A7619

Table 2.7. Descriptive Statistics of Variable of Performance of SMEs

Mean  Standard Deviation

Sales to the ASEAN countries 3.1389 83333
Sales to countries beyond ASEAN 3.0278 84468
Reputation of products in ASEAN 3.1944 66845
Reputation of products beyond ASEAN 3.2778 81455
Growth in export performance 4.2130 1.09806
Export profitability compared with that of the compelitors 25278 1.20679
Level of export performance 3.1597 63570

information from financial institutions (3.5833),
and information from the parent company, if the
company only exports (3.5278).

Based on Table 2.4. we can conclude that for the
variable of exporl competencies, five ilems of
slatements considered important viewed from the
mean value given by the respondents are the ability
to do business planning (4.2778), the ability to find
the right intermediaries (4.2500), the ability lo make
payments (4.1389), the knowledge of the market
(3.9444), and the ability to meet quolas (3.8889).

Table 2.5. shows the average response of respon-
denls towards the level of impaance of competi-
tive strategies in their business. Based on the resulls
of descriplive statislical analysis of the compelilive

strategy variable, five items of statements con-
sidered important viewed from the mean value
given by the respondents are a low produclion
cost (3.8889), quality of service (3.8611), advantage
markeling methods (3.8056), resulling ina lop level
product (3.7222), and product innovalion (3.6111).
Table 2.6. shows the average response of
respondents to the level of uncertainty of the
business environmenlt. Based on the results of
descriplive slatistical analysis for variable of
competitive strategy, the five most important
items of uncertainty in the business environment
are: political conditions (4.1111), the condition
of balance of payments (3.8889), the exchange
rate (3.7500), business cosls (3.7222) and the
lime required for product innovation and process
(3.60994).
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Table 2.7. shows lhe mean vaB: response of
respondents lo the variable of performance of
SMEs. Based on the resulls of descriplive statistical
analysis of the variable of performance of SMEs, the
item of stalement considered to have the highest
value is the aspect of growth in export performance
(4.2130) and the lowest is the export profitability
(2.5278).

Hypotheses Testing

Testing Hypotheses 1-3

To lest Hypothesis 1 (Hypothesis 1: Export-related
information affects export compelilive stralegy),
Hypothesis 2 (Sources of export-related information
affect exporl compelitive strategy), and Hypothesis
3 (SMEs’ export competencies affect compelitive
strategy) in this study, a multiple regression model
was used. This model was used to examine the
influence of perception of information, information
sources, and exporl compelencies on compelitive
stralegy. Calculation in a multiple regression model
will result inaaramclcr eslimales with a value
of t, and the coefficient of delermination (R2). If
the regression coefficient is significant al p <0.05
it means that the independent variables have a
significant influence on the dependent variables.

Regression coeﬂicl indicates the accuracy of the
regression line and measures the ability of the model
lo explain the variation of dependent varims, The
bigger the value of R2, the belter the model in
explaining the variation of dependenl variables.
Table 2.8. shows the lesl results of the influence
of perception of information, information sources,
and export compelencies on compelitive strategy.

Table 2.8. Tesl Results of Hypothesis 1-3

1

gl devialions from classic assumplions such as
normality, homoscedaslicity, non multicollinearity
and aulocorrelalion have been lested. From the
tesl resulls of this model, it can be concluded that
the perception of information, information sources,
and export competencies do not have a significant
effect on competitive strategy. Thus, hypothesis
1, hypothesis 2, and hypothesis 3 in this study
are accepled, bul further delailed analysis of the
findings is required.

Seringhaus (1987) annlulicn and Ramangalahy
(2003) suggest thal the mosl important information
for exporting SMEs is related o overseas markels
(the size, potential, struclure, trends, emergent
markets and entry modes), consumers (lthe
demands and needs, consumer behavior,
[fieferences, habits), competition (the strategies,
strengths and weaknesses, products offered and
the price), products (the need for adaplation,
technical norms, innovation), price (the level,
Irends, modes of paymenl, and margins), promolion
(the methods and opportunilies), distribution (the
coslts, channels, intermediaries performance), and
the general environment (the barriers to export,
political and economic background). Exporting
SMEs mg their needs by using several different
sources. Frequency of use of sources of information
becomes the focus of the empirical research.
Studies conducted mention that the mosm)orlanl
(the most commonly used) source is relaled lo
overseas markels and distribulion (the consumers,
agenls and represenlalives, relailers, exporling
companies), supply interfaces (the bankers
and suppliers), industrial sector (the reviews

Dep Para Stand B SE t Sig F Sig R2
Var meter
Conslant - 13.960 000
Pl -.233 062 -3.162 .002
CSs 18.478 .000(a) .158
SI -214 086 -2.349 019
EC 382 077 4.990 .000
Remark

CS: Competitive Strategy; PI: Perception of Information; SI: Sources of Information; EC: Export Competencies
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and specialized journals, other com§Ehies, and
induslrial associations), inslitutions (the government
offices and publications), internal sources (the
databases, employees, sales, branches, overseas
missions), and eleclronic sources (the privale,
public databases, and internet). For the case of
SMESs in Indonesia, this study finds that information
adversely affects competitive strategy. Based on the
analysis of conditions in Indonesia, SME players lend
to avoid risks, so the more information they get, the
less wise [hey are in managing information.

Exporl compelencies (exporl experience and
experlise) have an important role in explaining the
capacity of SMEs in using important information
and sources of information and also their in-
volvement in export activities. Seringhaus (1993)
as cited in Julien and Ramang@y (2003) argues
that the export compelencies have an enormous
influence on the company’s capacily and abilily lo
use information appropriately, when the company
muslt face challenges or wants lo benefil from the
opportunities to enhance growth and profitability.
Results of the research also show thal the greater
the competence of information, the higher the
SMEs’ performance. Some competencies a
company may have, according to the literature,
include international competence, international
markeling competence, markeling expertise, and
knowledge and skills in export. It is also found in this
study that exporl compelencies affect compelitive
studies. The higher the compelencies, the higher
the compelitive strategy.

Testing Hypothesis 4
To test the hypothesis 4 (The higher SMEs’ export

competencies, the grealer their competitive

Table 2.9. Test Results of Hypothesis 4
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s[ralcg this study used a simple regression
model. From the calculation of a simple regression
model, an eslimale parameter with its l-value
and coefficient of determination (R2) would be
oblained. I the regression coefficient is significant
at p <0.05, it means that independent variables
have a significant influence on dependent variables,
Regression coefficient indincs the accuracy of
the regression line and il measures the ability
of the model lo explain variations in dependent
variables. The bigger R2, the betler the model
in explaining variations in dependent variables.
Table 2.9 shows the tesl results of the influence of
compelitive strategy on expor! performance. From
the test resulls in this model, il can be concluded
that competitive strategy has no influence on SMEs”
performance.,

Testing Hypothesis 5

To lesl the hypothesis 4 (environmental unceriainty
has moderating impact of compelilive stralegy
on performance), this research used hicracal
regression analysis. This model was used lo test
the moderating impact of the environmental
uncertainty on relationship between compelitive
stralegy and exporl performance. The cakcallion
would result estimated parameter with its -value
and coefficient of determination (R2). If the
regression coefficient is significant at p <0.05, it
means that independent variables have a significant
influence on the dependent variable. Regression
coefficiefdicales the accuracy of the regression
line and it measures the abilily of the model in
explaining variations in dependent \mables.
The bigger the R2 value, the betler the model in
explaining variation in dependent variables. The
moderaling impact of the variable of environmental

Dep Para B SE t Sig F Sig R2
Var meter
EP Constant 249 13.735 000 927 .337(a) .003
s -056 070 -963 337
Remarks;
EP : Export Performance, CS: Competitive Strategy.
o i
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Table 2.10. Moderaling Impact of Environmental Uncertainty

Variable Step 1 Step 2 Step 3
Standardized Beta

SK -056 -.065 - 113*
KLB -.037 -.250%**
SK x KLB A21#**
Rz 003 .004 091
R? change 003 .001 086
FF change 927 379 28.056
Sig. Fglange 337 297 000

=*5 1 significant at 0.01 ** ; significant at 0.05

*: significant at 0.1

uncertainly is seen from the significance of
interaction between the independent variable and
the moderator, and the significance hanges in
Fand R 2. Table 2.10 shows the test resulls of the
moderating impact of environmental uncertainty
on the relationship between compelitive slgy
and exporl performance. From the results, it can
be concluded that the uncertainty has a moderating
impact on the relalionship between compelitive
stralegy moderale and SMEs’ performance. The
resulls indicale thal the influence of compelitive
strategy will be greater in an uncertain business
environmenl. An uncerlain environment will
encourage companies lo explore strategies to
improve competitive performance. This is smarled
by the findings of previous researchers (Skinner,
1969; Hofer, 1975; Van Dierdonck and Miller,
1980) which Gwide evidence thal environmenlal
uncerlainly is idenlified as an important contingency
in both conceptual and empirical studies in
compelilive strategy and manufacturing strategy.
In this study it is indicated that environmental
dynamism will support the decision on options of
competitive strategy.

MANAGERIAL IMPLICATIONS

Several implications are advanced from the
oulcomes of this research. In Indonesia, there is
a lack of empirical research in nmnamenl of
compelencies and information of SMEs. This study
contribules to the development of a management
compelency theory by adding 1o the exisling body of

literature on the subject. [t lakes an important step
in the direction of the empirical development. This
study provides a briel description of the extent of
competency and information search by SMEs in fast
developing countries such as Indonesia.

This study suggests that for the Indonesian
manufacturing firms to survive and o grow, they
need not only to improve ils compelencies but
also information search capabilities. The process of
acquiring the compelencies and informations is not
simple and effortless. Developing and maintaining
these capabilities require both conscious efforls
by the organizations and also support from other
institutions and government, in terms of partnership
programme and government policy.

?his sludy finds thal compelencies positively
influence the compelilive strategy. Thus, Indonesian
manufacturing firms should consider increasing
the competencies and information search which
are currently at low level. Most of the firms in
Indonesia are also technically inefficient in using
the informations. One of the main reasons for the
inefficiency in informations in Indonesia is the
misconception of information management. In
Indonesian, information is still viewed as resources
which are independently able o stand alone in
improving the business performance withoul
considering the complementary faclors such
as human resources (e.g. experlise and skilled
waorkers) and social contexls (e.g. environment
conditions, internal and exteral culture).

o
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The success of managing compelencies and
informations also depends on top management
support. Top management must be ready to make
sacrifices and accept failures as well as provide
supports by committing visible fund and resources.
Top management also should understand factors
that drive competencies development. In the
case of Indonesia, the following factors are found
to be critical mc success ol compelencies
development: (1) top management (support
and involvement); (2) culture (openness of
innovalion, parlicipation, cross functional working
syslem, open communicalion system); (3) stralegy
(technology sourcing, monitoring systems); (4) skill
development (employee training and education);
and (5) resources (availability of finance, material
and technocrat).

CONCLUSION

The research aims (1). lo examine lhe effect
of export-related information on SMEs’ export
compelitive slralegy, (2). lo lest the influence of
information sources on SMEs’ compelitive slrategy,
(3). to test whether the exporl compelencies affect
compelitive strategy, (4). to examine the effect of
compelitive strategy on SMEs’ export performance
(5). to test whether the effect of export compelitive
strategies on export performace depending on the
uncertainty in business environment.

Export compeltencies have an enormous impact
on the company’s capacity and abilily lo use
information approprialely, when the company
musl confront challenges or wanls lo take the
opportunities to enhance growth and profitability.
The results of the research also show that the
greater the competence of information SMEs have,
the higher their performance. Some corporate
competence according to the literature includes
international competence, intemnational markeling
compelence, markeling experlise, and knowledge
and skills in export. It is also found in this study the
export compelencies affect compelitive studies.
The higher the compelence, the higher the
compelilive strategy.

Search, and Competitive Strategy on the Export Performance / 1 - 20

Compelilive stralegy does not direclly alfect export
performance, bul it is because of the moderating
impact of uncertainty in business environment. The
results indicale that the influence of compelitive
stralegy will be greater in an uncertain business
environment. An uncertain business environment
will encourage companies to explore strategies to
improve competitive performance. This is smorled
by the findings of previous researchers (Skinner,
1969; Hofer, 1975; Van Dierdonck and Miller,
1980) which @vidc evidence thal environmenlal
uncerlainty is identified as animportant contingency
in both coneceptual and empirical studies in
compelilive stralegy and manufacturing strategy.
In this study it is indicated that environmental
dynamism will support the decision on options of
competitive strategy.

Limitations and Suggestions

Furthermore, the researcher acknowledges some
limilations to this study which may make the
resulls of the study less optimal. There were only
few companies involved in this research, so the
model and the resulls cannot create generalization,
given the large population of small and medium
enterprises (SMEs) in Indonesia. Respondents used
a perceptual method in measuring the performance
of SMIs, which can lead to bias in the measurement.
In addition, from each company there was only
respondent parlicipating in this study, thal is the
manager, so monoreponse bias was very likely o
happen. This studywas conducled only in one slage
without doing a pilot tesl, leading loless conformity.
This study did not include variables such as the role
of governmenl, business environment analysis and
other contextual factors. The results give few inputs
tothe local government and SMEs while in a broader
scope more inputs based on a broader and deeper
analysis are needed.

Some suggeslions for further research include:

1. It is necessary to increase the number of
respondents in the study, given the large
number of SMEs in Indonesia in order that the
research results oblained can be generalized.
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