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Abstract

Small and Medium-sized Enterprises (SMESs) in developing countries are still constrained to seize the op-
portunity of trade liberalization as compared to their large counterparts. It has been argued that effective
efforts to foster SME export require clear understanding of the factors that stimulate them to export. This
study investigates the export stimuli of 385 Indonesian SMEs at different export stages (pre-exporting and
exporting) and different internationalization pathways (domestically established exporter and born-global
SMEs). Three types of export stimuli are consistently identified as the most important in all sub-samples:
the presence of foreign buyers, the confidence in the products and the aspiration to find alternative markets.
By contrast, two types of export stimuli are consistently found as the least important in all sub-samples:
government support and Indonesian diaspora communities. The academic and policy implications of the
findings are discussed.

Keywords: Export Stimuli; Small And Medium-Sized Enterprises (SMEs); Stages Of Exporting; International-
ization Pathways; Born-Global Enterprise; Indonesia

Abstrak

Kontribusi Usaha Kecil dan Menengah (UKM) terhadap ekspor di negara berkembang masih sangat terbatas.
Hasil studi sebelumnya menunjukkan bahwa upaya meningkatkan ekspor UKM memerlukan pemahaman
akan faktor-faktor yang mendorong ekspor (pemicu ekspor). Studi ini meneliti pemicu ekspor pada 385
UKM di Indonesia, meliputi UKM pada tahapan pra-ekspor dan eksportir serta meliputi UKM dengan jalur
internasionalisasi yang berbeda. Hasil studi ini menunjukkan bahwa terdapat tiga jenis pemicu utama ekspor:
kontak dari calon pembeli luar negeri, rasa percaya diri atas produk dan keinginan untuk memperluas pasar.
Sebaliknya, dukungan pemerintah dan komunitas diaspora Indonesia belum menjadi pemicu utama ekspor.
Temuan ini memiliki implikasi bagi diskursus akademis dan pengambil kebijakan di bidang pengembangan
UKM.

Kata kunci: Pemicu Ekspor; Usaha Kecil dan Menengah (UKM); Tahapan Ekspor; Jalur Internasionalisasi;
Perusahaan Born-Global; Indonesia

JEL classifications: F23; L.25; M13; M16; O17

1. Introduction at the same time provides them with greater op-
portunity to access foreign markets. Both domes-
tic market pressure and foreign market openness
push firms to look beyond their countries’ border,
as evidenced by world’s merchandise export value
that had more than tripled from 6.1 trillion USD in
2001 to 18.9 trillion USD in 2014 (ITC 2016, Kirby
*Corresponding Address: Universitas Indonesia, JI. Salemba & Kaiser 2003, Knight 2000). Trade openness al-
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The fall in trade barriers, spurred by declining trans-
portation and communication costs, forces local
firms to compete with cheap imported products but
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albeit interrupted by the global financial crisis, and
enables firms worldwide to sustain their businesses
(Ariu 2016, IMF 2014, OECD 2012).

The benefits of trade, however, are not earned
equally among countries and enterprises. Despite
the growing importance of developing countries in
the world trade, 34 OECD member states still ac-
counted for 56%—60% of world merchandise export
during 2010-2015 (ITC 2016). At the business enti-
ties level, large enterprises appear to be more pre-
pared to seize the trade opportunity than Small and
Medium-sized Enterprises (SMEs). For example, in
the mid-2000s SMEs in the US, Switzerland, the
Netherlands, United Kingdom, China, and Japan
contributed only between 30%—38% of their respec-
tive national exports (Hammer & Stamps 2010).

SMEs’ modest contribution to export is even more
prevalent in developing countries. For example,
SMEs in ASEAN on average accounted for only
23% of total export (Wignaraja 2012). In Indone-
sia, despite being a major source of GDP growth
and job creation, SMEs’ share in total non-oil and
gas export is meagre at 9.3%. Indonesian SMEs’
poor export performance persists despite various
assistances launched by the government, includ-
ing general assistances (such as access to credit
and technical and managerial trainings) as well as
specific export-related assistances (such as trade
promotion, business matching and training in export
procedures) (ter Wengel & Rodriguez 2006).

It has been argued that effective export assistances
require, amongst other things, clear understanding
of the factors that stimulate SMEs to export (export
stimuli) (Acedo & Galan 2011, Katsikeas 1996, Lau-
tanen 2000, Leonidou 1995). A good understanding
of export stimuli may help the government defining
appropriate intervention strategies and types of as-
sistances for SMEs in different stages of export
activity (i.e. potential exporter, new exporter, spo-
radic or regular exporter) (European Commission
2007). For example, the government’s understand-
ing of export stimulating factors will be helpful in the
screening and selection of SMEs with export poten-
tial (Sari, Alam & Beaumont 2008) or in improving
the export performance of the current exporters (i.e.
increasing export sales, export continuity or market
expansion) (Liargovas & Skandalis 2008, Nguyen,
Le & Bryant 2013).

Hence, export stimuli topic has drawn serious atten-
tion of researchers in international business since

the 1970s (e.g. Bilkey 1978, Simpson & Kujawa
1974, Wiedersheim-Paul, Olson & Welch 1978) and
it is still an active area of research in recent years.
While early studies of export stimuli are more appli-
cable for large firms, the later stream of research
sheds more lights on the export stimuli of smaller
firms (i.e. SMEs) (e.g. Acedo & Galan 2011, Bianchi
& Wickramasekera 2016).

Despite extensive studies on SMEs export stim-
uli, there are at least three areas of research that
may further enrich the extant literature. First, previ-
ous empirical studies on SMEs’ export stimuli have
been conducted mostly to SMEs with export activ-
ity experience (i.e. active exporter or exported in
the past) (see for example Acedo & Galan 2011,
Bianchi & Wickramasekera 2016) but neglected the
pre-export stage, with the exception of Lautanen
(2000) and Leonidou (1995). According to Leonidou
(1995), the conceptualization of stimulating factors
at pre-export stage is crucial because firms tend to
be fragile in their decision to initiate or attempt to
export.

Second, most of the extant literature on export
stimuli did not make distinction between exporters
with traditional pathway of internationalization and
the born-global enterprises/international new ven-
tures, with the exception of Chetty & Campbell-Hunt
(2004), Zucchella, Palamara & Denicolai (2007)
and Oviatt & McDougall (2005). The traditional
pathway of internationalization suggests that firms
would take small incremental, gradual and sequen-
tial steps in increasing their engagement in interna-
tional activities (Johanson & Vahlne 1977, 1990).
Therefore, many firms consider venturing abroad
only after establishing their business in domes-
tic market. However, in recent years more and
more firms, including small firms, already have inter-
national orientation since their establishment and
therefore take a very short time to become inter-
nationalized (Chetty & Campbell-Hunt 2004). This
may indicate the presence of international new ven-
tures (INV) or born global firms. INV is defined as
a business organization that can build competitive
advantage from the optimal use of its resources and
sale of products in multiple countries since its incep-
tion (Cavusgil & Knight 2009, Oviatt & McDougall
1994).

Third, to the extent of our knowledge there has been
neither study of export stimuli with reference to In-
donesian SMEs in particular nor Indonesian firms
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in general. Hence, evidences from Indonesia may
help enhance our knowledge on the internation-
alization process of SMEs in an emerging country
that face rapid changes in the international trade en-
vironment and policy due to country’s involvement
in various free trade agreements (FTAs)'.

In response to those shortfalls in the extant litera-
ture, this study aims to investigate the export stimuli
of Indonesian SMEs. In particular, this study aims
to identify the main factors stimulating Indonesian
SMEs to initiate export (pre-export stage), to sus-
tain and develop export (exporting stage), and to
become exporter early after establishments (born-
global SMEs). The remainder of the paper is or-
ganized as follows. The next section reviews the
literature on export stimuli with specific emphasize
on SMEs. This is followed by a section that out-
lines the research method and the data sources.
The following two sections present and discuss the
empirical results. The final section concludes with
summary of the findings, implications and direction
for further research.

2. Literature Review

Export stimuli can be broadly defined as factors
that influence a firm’s decision to initiate, sustain or
develop export operations (Leonidou 1995, Morgan
1997). However, various terms have been used in
the literature to collectively describe the forces that
push or enhance firms’ engagement in export ac-
tivities including; export stimuli, export motivating
factors, export drivers, export incentives, facilitat-
ing factors, initiating and auxiliary factors, and ex-
port attention evokers (Morgan 1997, OECD 2009,
Wiedersheim-Paul, Olson & Welch 1978, Yorgason
2004). In the remainder of this paper those terms
will be used interchangeably.

The extant literature agrees that export stimuli is
critical in determining the success of SMEs’ exports
(Acedo & Galan 2011, Morgan & Katsikeas 1997).
Export stimuli is crucial in various stages of export-
ing activities including how a non-exporting firm

"By August 2016, Indonesia has eight FTAs in effect includ-
ing ASEAN (1993), ASEAN-China (2010), ASEAN-Australia
and New Zealand (2010), ASEAN-India (2010), ASEAN-
Japan (2008), ASEAN-Korea (2007), Indonesia-Japan (2008),
Indonesia-Pakistan (2013). The country also has ongoing nego-
tiations on several other regional and bilateral FTAs.

intends to initiate or attempt to export and how an
exporting firm is motivated to sustain exports, in-
crease product lines or widen destination markets.
Hence, a good understanding of export stimuli may
help the policy makers to correctly identify SMEs
with export potential. A clear understanding of ex-
port stimuli may also help the government to formu-
late appropriate interventions for SMEs in different
stages of export activities, such as determining the
types of export assistance for aspiring-exporters,
current/ active exporters, inactive exporters or spo-
radic exporters.

However, extant literature diverges in the conceptu-
alization and typology of export stimuli (see Table
1). For example, one common typology is the divi-
sion of export stimuli originating from internal to the
firm and those coming from the firm’s external envi-
ronment (Simpson & Kujawa 1974, Wiedersheim-
Paul, Olson & Welch 1978). The internal export
stimuli factors include unique competence and ex-
cess capacity in management, marketing, produc-
tion, or finance resources while the external export
stimuli factors include arbitrary orders from foreign
customers, foreign market opportunities, domestic
competition and export stimulation supports from
the government.

Another proposed framework is the differentiation
of export stimuli according to their proactive or reac-
tive nature (Leonidou 1988, Pieray 1981). A typical
proactive exporter is an aggressive firm that delib-
erately seeks, identifies and exploits export oppor-
tunities, for whom exporting is an important source
of growth. In contrast, reactive exporters are asso-
ciated with firms that initiate exporting by accident
in response to unsolicited orders or that sell abroad
to vent for surplus capacity.

Export stimuli can also be differentiated according
to the factors that drive a firm’s decision to initiate
exporting (pre-export stage) and those related to
ongoing export decisions (exporting stage) (Mor-
gan & Katsikeas 1997) or between export stimuli
that motivate firms to begin and continue export
activities and those that influence export behavior
and performance (Acedo & Galan 2011). Alterna-
tively, the distinction can be made between export
stimuli of the traditional (domestically-established)
exporters and those driving the born-global firms.

Other authors suggested a more detailed clas-
sification of export stimuli. For example, the in-
ternal/external and proactive/reactive dichotomies
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Table 1: Various Typologies of Export Stimuli
Typology Authors and Contexts

Export stimuli internal and external to the firm

Proactive or reactive nature of the export stimuli

Export stimuli at the pre-exporting stage and the exporting stage

Stimuli to begin and continue exporting and stimuli that influence
exporting behavior and performance

Stimuli for early internationalization and stimuli for traditional
pathway of internationalization

US exporting and non-exporting manufacturing firms (Simpson
& Kujawa 1974); Australian small manufacturing firms at the pre-
export stage (Wiedersheim-Paul, Olson & Welch 1978); British
exporting and non-exporting small businesses (Matlay & Fletcher
2000)

Medium-sized exporting firms in England (Pieray 1981); Cypriot
exporting manufacturing firms (Leonidou 1988)

UK manufacturing SMEs at pre-export and export stages (Mor-
gan & Katsikeas 1997); Theoretical work (Leonidou & Katsikeas
1996)

Spanish exporting SMEs (Acedo & Galan 2011)

Zucchella, Palamara & Denicolai (2007), Oviatt & McDougall
(2005), Gabrielsson & Kirpalani (2004), Chetty & Campbell-Hunt
(2004)

can be integrated into a four cells classifica-
tory matrix: proactive-internal, proactive-external,
reactive-internal and reactive-external (Leonidou
1995, Morgan 1997). The OECD (2009) pro-
posed the following four export stimuli categories:
growth motives, knowledge-related motives, net-
work/social ties and domestic/regional market fac-
tors. Leonidou et al. (2007) suggested further break-
down of internal and external stimuli, with internal
stimuli to include human-resources-related, finan-
cial, production-related, research and development-
related and marketing-related stimuli, and exter-
nal stimuli to include domestic market-related,
foreign market-related, home government-related,
foreign government-related, intermediary-related,
competition-related, customer-related and miscella-
neous stimuli.

Table 1 also shows that the empirical studies on
export stimuli have yielded mixed results. Export
stimuli were reported to differ across countries,
industries and firm size. Hence, instead of strict
adoption of particular export stimuli preconcep-
tions, some authors opted to use an exploratory ap-
proach to analyze export stimuli. In an exploratory
study, the researcher prepares a set of specific
items/statements with each representing a specific
export stimulus concept identified from literature or
from pre-study or focus group discussion. Factor
analysis technique reduces the items into several
factors that each represents a latent export stimu-
lus dimension. For export stimuli analysis with this
method, see for example Liargovas & Skandalis
(2008) and Leonidou (1998).

Despite the extant literature’s rich conceptual dis-

cussions and empirical evidence on export stimuli,
previous studies have explored more cases of firms
in developed countries, but are still short of evi-
dence of firms in developing/emerging countries. In
particular, none of them refers to Indonesian firms
or SMEs. The extant literature also puts more em-
phasis on the export stimuli of large firms but puts
little effort in SMEs’ export stimuli. Finally, most of
the previous studies on export stimuli focused on ei-
ther the pre-exporting stage or the exporting stage
but there is limited study that made direct compar-
isons of export stimuli between the two stages in
similar settings (comparison of export stimuli of non-
exporting and exporting firms in the same country,
firm size and period of analysis).

3. Method

This study focuses on small-sized and medium
sized enterprises and excludes micro-sized and
large-sized enterprises?. BPS-Statistics Indonesia
(2014a) defines small-sized enterprises as those
having 5—19 employees and medium-sized enter-
prises are those with 20-99 employees. The sam-
ple of SMEs was collected through a survey ques-
tionnaire conducted in seven provinces in Jawa,
Bali and Madura Islands during April-August 20142,

2Micro-sized enterprises are excluded for two reasons: the
unavailability of database in Indonesia as they mostly take the
form of individual business or home industries; and they are also
less likely to engage in export activities (Pendergast, Pasic &
Sunje 2008).

3Despite having 34 provinces, Indonesia’s economy is largely
concentrated in seven provinces located in Jawa, Bali and
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The sample frame was constructed by merging the
databases of SMEs from: (1) Ministry of Coopera-
tives and SMEs’ online trading board*; (2) SME and
Cooperative Indonesia Catalogue (2011-2012)°%;
(3) Exporting SMEs Directory (2005-2009)%; and
(4) BPS-Statistics Indonesia’s 2006 Economic Cen-
sus’.

The total number of SMEs in Indonesia was esti-
mated at 678,415 units in 2012 (Ministry of Cooper-
atives and SMEs Republic of Indonesia, 2014), ap-
proximately 60% of which are concentrated in only
3 islands; Jawa, Madura, and Bali (Kuncoro 2009,
Wiratno & Dhewanto n.d.). This imbalanced SMEs’
distribution largely reflects the economic agglom-
eration pattern in Indonesia that causes economic
activity to be largely concentrated in those three
closely related islands. The three islands consist
of only seven provinces and constitute only 7.07%
of the country’s total land area but are inhabited
by 57.5% of the country’s total population and gen-
erate over 58% of the country’s total GDP/value
added (BPS-Statistics Indonesia 2014b). Hence,
the target population of this study is the SMEs
that operate in seven provinces in Java, Madura,
and Bali islands. The three islands also have bet-
ter transportation and communication infrastructure
than the rest of the country, allowing better access
to survey a large number of SMEs that are spread
throughout the islands within the time and budget
constraints.

To capture SMEs’ internationalization processes
and determinants, it is important that our study sam-
ple consist of SMEs in different export stages in-
cluding exporting SMEs and non-exporting SMEs.

Madura Islands. As of 2013, the seven provinces generated
over 58% of total GDP, inhabited by 57.5% of total population
and populated by approximately 60% of total SMEs in Indonesia
(BPS-Statistics Indonesia 2014b).

4Online promotion at the website of Ministry of Cooperatives
and SMEs, http://www.indonesian-products.biz.

5The catalogue provides SMEs products description and con-
tacts in four languages (English, Arabic, Japanese, and Indone-
sian) and published annually as part of the ministry’s promotion
program (Ministry of Cooperatives and SMEs Republic of In-
donesia 2011, 2012).

6A directory book that lists of all SMEs participated in inter-
national trade shows organized by Ministry of Cooperatives and
SMESs’ during 2005-2009 (Ministry of Cooperatives and SMEs
Republic of Indonesia 2009)

"The BPS-Statistics Indonesia (National Agency for Statistics)
carries out economic census every ten year. When the survey
for this study was conducted in 2014, the most recent BPS-
Statistics Indonesia census was 2006 national census while the
next census will be conducted in 2016 and published in 2018.

The survey targeted at least 192 samples (half of
the total calculated sample size of 384) for each
exporting and non-exporting SME category (see
Figure 2)8. In addition, the total sample size is ex-
panded by approximately 25% to increase the sam-
ple sufficiency. However, stratified sampling was not
applicable because the export status (exporter or
non-exporter) of most SMEs in the sample frame
was mostly unknown prior to the survey. There-
fore, a quota random sampling method was used
in which the sampled SMEs were drawn randomly
from the sample frame and then classified accord-
ing to their export status (exporter or non-exporter)
after the questionnaires were administered. The
procedure was repeated until each SMEs’ export
status category (exporter and non-exporter) was
filled.

A total of 522 SMEs agreed to participate in the sur-
vey in which the interview was conducted to SMEs’
owners or managers. A total of 385 responses were
useable, consisted of 271 exporting SMEs and 114
aspiring-exporters. The non-useable questionnaires
were due to incomplete responses or from non-
exporting SMEs that declared themselves as having
no intention to export.

The survey was administered in April-August 2014.
During the survey period, we contacted and ap-
proached 971 SMEs, 522 of which were willing
to participate in the survey (a response rate of
53.76%). 449 SMEs refused to participate in the
survey, had shut down the business or changed
the number of employees beyond the 5-99 range.
Of the 522 returned questionnaires, 497 were us-
able while 25 were unusable due to incomplete
responses. The usable responses consisted of 271

8The population of SMEs in the study area (N) is approxi-
mated to be around 407,049 (approximately 60% of the total
Indonesian SME population of 678,415). Owing to this large
size of the target population, the sample size (n) is not expected
to exceed 5% of the population (less than 20,352 SMEs) due
to time and budget constraints. Hence, the following sample
size formula for an infinite population is appropriate (Anderson,
Sweeney & Williams 2010, Crossley 2008, Lee, Lee & Lee 1999):

(@aya)o P

- MOE
of the two-sided confidence interval in normal distribution, §
represents the variation of the variable of interest and MOE is
the desired margin of error. Assuming that Z /2 = 1.96 (cor-
responds to a 95% confidence interval), response distribution
o = 0.5, MOE = 0.05, and N = 407,049, the calculated sample
size is 384. However, the sample size was increased by at least
20% (to at least a total sample of 461) to anticipate insufficiency
and incomplete responses.

, Where n is the sample size; Z /5 is the value
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exporting SMEs and 226 non-exporting SMEs and
therefore the targeted total sample size and the
specified quota were fulfilled. Further, within the
226 non-exporting SMEs category, there were 114
SMEs with the intention and plan to export (aspiring-
exporters) and the other 112 had no intention to
export in the future, which added more variation to
the sample collected.

The large number of responses were obtained from
two most industrialized provinces (122 from Jawa
Timur and 84 from Jakarta) and two provinces of
important tourist destinations (58 from Yogyakarta
and 52 from Bali), while the remaining 69 responses
were obtained from Banten, West Java, and Central
Java Provinces. In terms of products, 66 SMEs in
the sample produce more than one type of mer-
chandises, while the remaining 319 SMEs produce
one of the following merchandises: furniture, hand-
icraft, garments, household utensils, leather prod-
ucts, fashion accessories, food and beverages, agri-
cultural products and machinery components.

Table 2 shows the surveyed SMEs’ age ranges
from 1 year (newly established firm) to 82 years
and the number of employees ranges from 5 to 99.
The SME owners’ age ranges from 19 to 81-year-
old and the owners’ business experience ranges
from 2 to 50 years. The last two columns in Table 2
show that the firm and owner characteristics of the
exporters differ considerably to those of aspiring-
exporters. In terms of firm characteristics, exporters
on average are more experienced and have more
employees (larger in size) than aspiring-exporters.
Likewise, in terms of owner characteristics the own-
ers of exporting SMEs on average are older and
have longer business experiences than aspiring-
exporter owners.

Interestingly, we found that the timing to begin ex-
porting vary greatly across exporters, ranging from
zero (internationalizing within less than one year
after inception) to 44 years after establishments.
Rennie (1993) defines born global firms as those
which begin to export within two years of establish-
ment, while Cavusgil & Knight (2009) argued that
born-global firms are those who have already made
at least twenty five percent of sales from foreign
markets within three years of establishment. In our
sampled SMEs, 81 exporting SMEs international-
ized within three years or less after inception while
other 191 exporting SMEs took more than three
years after establishments to internationalize.

Data for analysis was obtained by a structured
questionnaire comprising 22 specific export stimu-
lus types/statements developed from the literature.
Table 3 shows that the 22 export stimuli items in-
corporate three export stimuli typologies including
those based on external-internal, proactive-reactive
and OECD’s typology (Leonidou 1995, Morgan
1997, OECD 2009). Hence, S1-S5 represent the
growth stimuli while S6-S11 include the knowledge-
related stimuli and S12-S15 are related to the
network/social-ties stimuli. Further, S16-S22 rep-
resent export stimuli related to domestic condition
including two stimuli that are directly related to the
role of government: S18 and S22. In S18, the re-
spondents were asked whether they have ever re-
ceived any type of assistance provided by central,
provincial and municipal governments agencies in-
cluding promotional, business management, finan-
cial and production assistance. In S22, the respon-
dents were asked whether they were motivated to
export by government’s effort to simplify domestic
regulations and procedures regarding export activi-
ties.

In the survey, the respondents were asked to iden-
tify the extent to which each export stimulus item
motivates them to export in a three-point Likert-
scale. The Likert-scale ranges from "not motivating"
(response alternative 1), "motivating” (response al-
ternative 2) to "very motivating" (response alterna-
tive 3)°. The Likert-scale responses of the export
stimuli items are analyzed as follows. First, we rank
the 22 export stimulus items by their average Likert
response scores to identify the main factors that
stimulate SMEs to export. A high average Likert
score of an export stimulus item represents the
high importance of that type of stimulus in moti-
vating SMEs to export (Hashim & Ahmad 2008,
Liargovas & Skandalis 2008).

We also investigate the main export stimuli for dif-
ferent SME groups/sub-samples. First, we compare
aspiring-exporters and exporters’ average Likert
response scores for each export stimulus item. Sec-
ond, we further divide the exporting SME group
into born-global SMEs (internationalize within three
years after inception) and traditional exporter (inter-
nationalize after more than three years establishing

9The three-point scale without a neutral scale follows the
OECD (2012). This type of scale was more suitable for our study
because in the pilot survey the respondents had difficulty with
five-point and seven-point scales and showed a tendency to
choose a neutral scale.
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Table 2: Summary Statistics of the Surveyed SMEs

Firm Characteristics Total Sample Mean by SME Groups
Mean Std. Dev. Min. Max. | Exporters  Aspiring-Exporters

Firm Age (year) 18.56 11.185 1 82 19.67 15.91

Total Employees 32.96 28.477 5 99 37.05 23.24

Owner Age (year) 48.47 10.633 19 81 49.37 46.32

Owner Experience (year) 17.99 8.989 2 50 18.71 16.27

Source: Author’s calculation based on survey data

the business in domestic market). We then compare
the factors stimulating the export of the born-global
SMEs and the domestically established exporters.

4. Results

4.1. Main Export Stimuli Identification
for Entire Sample

Table 4 shows the ranks of the 22 export stim-
uli items based on Likert-scale average response
scores of the entire sample (N = 385). Overall, the
main factor that stimulates SMEs to export is the
presence of foreign buyers (S15). Many SMEs ini-
tially have no intention to export until they receive
enquiries, demand or offer from (potential) foreign
customers. The second and the fourth most impor-
tant export stimuli are related the attractiveness of
foreign markets (S1 and S2). SMEs’ aspire to find
new markets beyond their domestic market, espe-
cially foreign markets with large consumer bases
and a high-income population. The third and the
fifth most important export stimuli are related to
SMEs’ product quality, uniqueness, and their ability
to innovate the product (S10 and S9). SMEs are
motivated to export if they are confident that their
products are competitive in the foreign markets.

Table 4 also shows that the least important export
stimulus is the overseas Indonesian emigrant com-
munities (S14). This may indicate that, on the one
hand, Indonesian business people have not utilized
the Indonesian diaspora network to access foreign
markets, while on the other hand Indonesian emi-
grant communities worldwide may not be strongly
tied to their home country’s business communities.
The 2™ |east motivating factor to export is the gov-
ernment support. This suggests that the current
export assistance is either of limited accessibility,
inadequate or ineffective to enhance SMEs’ export

activities. Hence, various types of assistance pro-
vided by central, provincial and municipal govern-
ments agencies including promotional, business
management, financial, production and grant assis-
tance are not perceived as important export stimuli
by SMEs. The 3 least important export stimulus
is the limited domestic market. Put another way,
SMEs’ export activities are not driven by limited
market for their products in the domestic market.

4.2. Export Stimuli and Export Stages

Further analysis is carried out to investigate
whether export stimuli differs or shifts across SMEs’
export stages. Accordingly, the surveyed SMEs are
divided into two sub-samples by their export stages:
aspiring-exporters (pre-export stage) and exporters
(exporting stage). As such, export stimuli analysis
is conducted for each sub-sample. Table 5 provides
average Likert response scores and the ranks (in-
side the parentheses) of each export stimuli item
perceived by aspiring-exporter group and exporter
group. The results presented in Table 5 can be in-
terpreted in at least in two different ways. One way
of interpreting looks at the difference of the aver-
age Likert score given by the two SME groups for
each item. The last column in Table 5 shows that
exporters gave higher average Likert scores than
aspiring-exporters on 19 export stimuli items, 12 of
which are statistically significant at least at the 10%
level. These results suggest that exporting SMEs
are driven by stronger motivation to export than
aspiring-exporters for the majority of export stimuli

types.

Another way to interpret the results in Table 5
is by focusing on the ranks of importance of ex-
port stimuli item for each SME group. They can
show whether the export activities of aspiring-
exporters (pre-export stage) and exporters (export-
ing stage) are motivated by different main export
stimuli. Hence, we are interested in the numbers
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Table 4: Export Stimuli Ranks for Entire Sample based on Likert Scores

L Likert Score
No  Export Stimuli ltems N Mean Std Dev.
1 (S15) Foreign buyers 385 | 249.351 .582366
2 (S1) Find new markets 385 | 244.416 .561456
3 (S10) Product’s quality & uniqueness 385 | 243.636 .587834
4 (S2) Find large & high-income markets 385 | 238.182 .643219
5 (S9) Product innovation 385 | 229.091 .632081
6 (S13) Social networks 385 | 215.844 .667971
7 (S3) Find stable markets 384 | 215.625 .610237
8 (S21) Low transportation cost 384 | 213.281 578615
9 (S19) Home country’s good image 384 | 210.156 .656438
10  (S11) Revenue in foreign currencies 385 | 210.130 .734296
11 (S7) Manager’s global awareness 384 | 204.167 .624423
12 (S22) Simplified export procedures 385 | 201.818 .655253
13 (S§12) International business networks 385 | 200.519 .616588
14 (S8) Firm’s maturity 385 | 199.221 .579549
15 (S17) Stiff domestic competition 385 | 195.325 727364
16  (S4) First mover advantage 385 | 193.247 .700157
17  (S5) Follow peer firms’ action 385 | 192.727 .714368
18  (S20) Close distance to target market 385 | 185.455 .661151
19  (S6) Manager's international exposure 385 | 183.896 .696000
20 (S16) Limited domestic market 385 | 181.558 .633086
21 (S18) Government support 383 | 179.634 .745167
22  (S14) Emigrant communities 385 | 174.545 .690438

Note: Total respondents = 385, including 271 exporting SMEs and 114 aspiring-exporters
The Likert-scale ranges from 1 = not motivating, 2 = motivating to 3 = very motivating
Source: Author’s calculation based on the survey data

in the parentheses (next to the average Likert re-
sponse score) in the second and third columns,
which indicate the ranks of importance of each
export stimuli item for aspiring-exporters and ex-
porters, respectively.

For example, the most important export stimulus for
the aspiring-exporters is their aspiration to find new
markets (S1), followed by the unsolicited order or
enquiries from foreign buyers (S15) and their con-
fidence on their product’s quality and uniqueness
(S10), respectively. Differently, the main export stim-
ulus for the exporters is the enquiries or unsolicited
order from foreign buyers (S15), followed by their
confidence of the quality and uniqueness of their
products (S10) and their aspiration to find large and
high-income markets (S2). Hence, SMEs at the pre-
export stage (aspiring-exporters) are mainly stimu-
lated to export because they intend to exploit new
markets overseas whereas SMEs at the exporting
stage (exporters) are motivated to sustain and ex-
pand their exports because of the presence of and
the established relationships with foreign buyers.

Analogously, the results in Table 5 also show the
least important export stimuli for both sub-samples.
The least important export stimulus for the aspiring-
exporters is their managers’ international exposure

(S6), followed by the government support (S18) and
the limited domestic market (S16), respectively. For
the exporters, the least important stimulating factor
is the overseas Indonesian emigrant communities
(S14), followed by the Indonesian government sup-
port (S18) and the limited domestic market (S16),
respectively. These results suggest that the owners
or managers of aspiring-exporters have limited inter-
national exposure while the exporters, despite their
success in penetrating foreign markets, still have
limited business networking and connections with
Indonesia diaspora communities in target markets.

4.3. Export Stimuli and Pathways of In-
ternationalisation

Within exporting SME group (N=271), 190 SMEs
reported that they took more than three years since
inceptions to become exporter. These SMEs proba-
bly followed the traditional pathway of international-
ization, in which they first establish their business
in domestic market before venturing abroad. By
contrast, there are 81 SMEs that begin exporting
within less than three years from the onset. These
SMEs may represent the international new venture

Economics and Finance in Indonesia Vol. 62 No. 3, December 2016

Published by Ul Scholars Hub, 2016



Economics and Finance in Indonesia, Vol. 62 [2016], No. 3, Art. 6

200 REVINDO, M. D. & GAN, C./EXPORT STIMULI, EXPORT STAGES AND ...

Table 5: Export Stimuli at Different Exporting Stages

Mean Likert Score (Rank) Statistical Tests

Export Stimuli ltems Aspiring-?\iqioﬁe; E,\T’iogtf{ Equality of Variances  Mean Difference
(S1) Find new markets 2.412 (1) 2.458 (4) 1.214 0.722
(S2) Find large & high-income markets 2.184 (4 2.465 (3) 3.021* 3.931***
(S3) Find stable markets 2.035 (8 2.207 (6) 4.992** 2.540*
(S4) First mover advantage 1.781 (1 1.996 (15) 1.763 2.783***
(S5) Follow peer firms’ action 1.912 (1 1.934 (17) 5.009* 0.282
(S6) Manager’s international exposure 1.658 (2 1.915 (18) .889 3.355***
(S87) Manager’s global awareness 1.825 (1 2.133 (11) .392 4.539***
(S8) Firm’s maturity 1.825 (1 2.062 (12) 2.097 3.743**
(S9) Product innovation 2.158 ( 2.347 (5) 4.069* 2.687**
(S10) Product"s quality & uniqueness 2.272 ( 2.506 (2) .909 3.615**
(S11) Revenue in foreign currencies 1.982 ( 2.151 (8) 5.383** 2.114*
(S12) International business networks 1.912 (1 2.044 (13) .019 1.924~
(S13) Social networks 2175 ( 2.151 (8) 6.561** -0.348
(S14) Emigrant communities 1.781 (1 1.731 (22) .346 -0.649
(S15) Foreign buyers 2.333 ( 2.561 (1) 10.481** 3.258***
(S16) Limited domestic market 1.763 (2 1.838 (20) 1.425 1.054
(S17) Stiff domestic competition 1.912 (1 1.970 (16) .089 0.716
(S18) Government support 1.702 (2 1.836 (21) .333 1.621
(S19) Home country’s good image 1.956 (1 2.163 (7) 2.757* 2.865**
(S20) Close distance to target market 1.860 (1 1.852 (19) 3.697* -0.103
(S21) Low transportation cost 2.096 ( 2.148 (10) 3.026* 0.824
(S22) Simplified export procedures 1.974 (10) 2.037 (14) .005 0.864

Note: Equality of variances assumptions were checked with Levene’s test
("), (**), and (***) represent 10%, 5%, and 1% significant levels, respectively

Source: Author’s calculation based on the survey data

or born-global enterprises. We investigate whether
these two groups of exporting SMEs with differ-
ent pathways of internationalization are driven by
different main export motivating factors. Table 6
draws a comparison of average Likert response
score between the born-global SMEs and SMEs
with traditional pathway of internationalization for
each export stimulus item.

In Table 6, the numbers in the parentheses (next
to the average Likert response score) in the sec-
ond and third columns indicate the ranks of impor-
tance of each export stimulus item for born global
SMEs and the domestically established exporters,
respectively. The results in the table show that both
exporting SME groups are stimulated mainly by al-
most similar set of export stimuli items. The three
main export stimuli for born-global SMEs are the
presence of foreign buyers (S15), their aspiration
to find new markets (S1) and their aspiration to find
large and high-income markets (S2). For the tradi-
tional exporters, the three main export stimuli are
the presence of foreign buyers (S15), confidence
in their product’s quality and uniqueness (S10) and
their aspiration to find large and high-income mar-
kets (S2). Hence, both groups exhibit almost similar

set of main export stimuli, with the only difference is
that for born-global SMEs the aspiration to find new
markets beyond domestic market is one among
main drivers of internationalization while for the tra-
ditional exporters the confidence of the product’s
quality or uniqueness that they have developed is
one of the most important export stimulating fac-
tors. The two groups of exporting SMEs do not
exhibit significant difference in the average Likert
response score for the most of export stimuli item,
except for '(§15) Foreign buyers’ item which born
global SMEs give significantly higher average Lik-
ert score than domestically established exporters.
This implies that SMEs can internationalize early,
within three years after the onset, simply because
of the presence of unsolicited order or enquiries
from foreign buyers. In other words, the interaction
with foreign buyers is the main factor that distin-
guish born global SMEs and SMEs with traditional
pathways of internationalization.

4.4. Discussions

We now inspect whether the export stimuli of the en-
tire sample exhibit similar pattern of most important
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Table 6: Export Stimuli and Pathways of Internationalization

Mean Likert Score (Rank)

Statistical Tests

Export Stimuli Items Born Slgbse:l Traditional IT\lat_m;vg())/ Equality of Variances ~ Mean Difference
(S1) Find new markets 2.531 (2) 2.426 (4) 0.008 1.439
(S2) Find large & high-income markets 2.531 (2) 2.437 (3) 0.224 1.135
(S3) Find stable markets 2.123 (11) 2.243 (6) 2.268 -1.497
(S4) First mover advantage 1.901 (16) 2.037 (15) 0.902 -1.459
(S5) Follow peer firms’ action 1.889 (17) 1.953 (16) 5.901* -0.616
(S6) Manager’s international exposure 1.889 (17) 1.926 (18) 0.793 -0.401
(S7) Manager’s global awareness 2.160 (8) 2.122 (11) 0.138 0.480
(S8) Firm’s maturity 2.099 (12) 2.047 (14) 0.667 0.678
(S9) Product innovation 2.309 (5) 2.363 (5) 0.035 -0.657
(S10) Product’s quality & uniqueness 2.519 (4) 2.500 (2) 3.178* 0.266
(S11) Revenue in foreign currencies 2.160 (8) 2.147 (7) 0.044 0.133
(S12) International business networks 2.012 (13) 2.058 (13) 2.385 -0.554
(S13) Social networks 2.198 (7) 2.132 (10) 0.689 0.708
(S14) Emigrant communities 1.704 (22) 1.742 (22) 1.989 -0.417
(S15) Foreign buyers 2.654 (1) 2.521 (1) 11.416™** 2.003**
(S16) Limited domestic market 1.864 (19) 1.826 (21) 0.033 0.433
(S17) Stiff domestic competition 2.012 (13) 1.953 (16) 0.092 0.616
(S18) Government support 1.835 (21) 1.837 (20) 1.581 -0.014
(S19) Home country’s good image 2.210 (6) 2.143 (8) 2.025 0.772
(S20) Close distance to target market 1.852 (20) 1.853 (19) 0.023 -0.009
(S21) Low transportation cost 2.160 (8) 2.143 (8) 0.559 0.224
(S22) Simplified export procedures 1.975 (15) 2.063 (12) 0.371 -1.012
Note: (*), (**), and (***) represent 10%, 5%, and 1% significant levels, respectively

Source: Author’s calculation based on the survey data

and least important export stimuli with various sub-
samples. To do so, Table 7 shows the three main
export stimuli items (based on Likert-scale aver-
age response scores) of the entire sample (N=385),
the sub-samples of aspiring-exporters (N=114), ex-
porters (N=271), domestically established exporters
(N=190) and born-global SMEs (N=81). One export
stimulus item consistently appears as the main ex-
port stimulating factor in all sub-samples: the pres-
ence of foreign buyers (S15). This reflects SMEs’
risk aversion in exporting, thus many SMEs com-
mence exporting activities after the presence of for-
tuitous foreign orders (Samiee, Walters & DuBois
1993, Wiedersheim-Paul, Olson & Welch 1978). It is
also common that foreign buyers are actively seek-
ing to purchase products and initiating transaction
with SMEs.

Product’s quality and uniqueness (S10) also consis-
tently appears as one of the most important export
stimuli, except for the born-global SMEs. SMEs’
product quality, uniqueness, and their ability to inno-
vate the product is crucial in SME internationaliza-
tion. SMEs are strongly motivated to export if they
are confident that their products are competitive in
the foreign markets. In addition, owing to their small
scale and non-automated production techniques,

SMEs can manufacture a variety of small scale
non-customized products or built-to-order products
(Svensson & Barfod 2002).

Another common theme among the main export
stimuli is SMEs’ aspiration to expand their market
base. SMEs aspire to find new markets ort exer-
cise the opportunity in foreign markets beyond their
domestic market (S1). SMEs also aspire to find for-
eign markets with large consumer bases and high-
income population (S2), probably to find the high-
end customers for their products. Despite a large
domestic population, Indonesia still falls within the
lower middle income category (World Bank 2016)
which may limit the domestic demand for SMEs’
unique or artistic products.

Table 8 shows the three least important export stim-
uli items (based on Likert-scale average response
scores) of the entire sample and all sub-samples.
One export stimulus item consistently appears as
among the least important in all sub-samples: the
government support (S18). This probably indicates
that the current export assistance is either of lim-
ited accessibility, inadequate or ineffective. Various
types of assistance provided by central, provincial
and municipal governments agencies including pro-
motional, business management, financial and pro-
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Table 7: Main Export Stimuli across Sub-Samples

Overall Sample

Sub-sample by Export Stages

Sub-sample by Internationalization Pathways

Rank (N =385)
(N=114)

Aspiring-exporters

Exporters
(N =271)

Traditional Pathway
(N =190)

Born-global
(N=181)

1 (S15) Foreign buyers
kets

2 (S1) Find new mar- (S15) Foreign buyers

kets

3 (S10) Product’'s qual-  (S10) Product’s qual-

ity & uniqueness ity & uniqueness

(S1) Find new mar-

(S15) Foreign buyers

(S10) Product’s qual-

ity & uniqueness
(S2) Find large &
high-income markets

(S15) Foreign buyers

(S10) Product’s qual-

ity & uniqueness
(S2) Find large &
high-income markets

(S15) Foreign buyers

(S1) Find new mar-

kets
(S2) Find large &
high-income markets

Source: Author’s calculation based on the survey data

duction assistance are not perceived as important
export stimuli by SMEs.

Emigrant communities (S14) also appears as one
of the least export motivating factors in entire sam-
ple and all sub-samples, except for the aspiring-
exporters. The low importance of emigrant com-
munities indicates that Indonesian business people
have not utilized the Indonesian diaspora network to
access foreign markets or that Indonesian emigrant
communities worldwide are not strongly tied to their
home country’s business communities. This con-
trasts with the strong international social network-
ing of other communities such as guanxi (China),
kankei (Japan) and immak (Korea) that have played
crucial roles in the internationalization of the firms in
their respective countries (Zhou, Wu & Luo 2007).

5. Conclusions

Despite extensive extant literature on firm interna-
tionalization, only a handful pay attention on the
export stimuli of small enterprises and no study ad-
dresses specifically the export stimuli of Indonesian
SMEs. This present study has three objectives: (1)
to identify the most and the least important factors
stimulating SMEs to export; (2) to investigate the
export stimuli of SMEs in different export stages
(pre-export and exporting stages); and (3) to inves-
tigate the export stimuli of SMEs with different path-
ways of internationalization (traditional/domestically
established exporters and born-global enterprises).
This study also has two other contributions. First,
we provide a list of specific export stimuli that en-
compasses the classifications proposed by previous
studies, incorporating internal-external as well as
proactive-reactive types of export stimuli. Second,
we provide new evidences of SMEs export stimuli
from Indonesia, an emerging market where SMEs

have been adversely affected by the country’s in-
creasing engagement in trade liberalization.

We found that exporters exhibit higher average Lik-
ert score than aspiring-exporters for most of the
export stimuli items. This reaffirms that export stim-
uli are crucial in driving the SMEs to venture abroad
(Acedo & Galan 2011, Morgan & Katsikeas 1997).
We also found that SMEs at the pre-export stage
(aspiring-exporters) and those at exporting stage
(exporters) have different orders of importance of
main export stimuli. This lends support to the view
that export stimuli are specific to the firms’ stage
of export activities (Leonidou & Katsikeas 1996,
Morgan & Katsikeas 1997).

Within exporting SME group, we found that
domestically-established exporters and born-global
SMEs exhibit different set and order of importance
of the main drivers of internationalization. We also
found that the foreign buyers factor is significantly
more important for born-global SMEs than for do-
mestically established SMEs. In other words, the
emergence of born-global SMEs in Indonesia is
driven mainly by better exposure and connection
with foreign business people.

The findings of our study have some academic and
policy implications. At academic ground, since we
found that the main export stimuli differ across ex-
port stages, we suggest the academic discourse
on these areas of research depart from the debate
over export stimuli typology towards the identifica-
tion of specific export stimuli that SMEs encounter
in various export stages (e.g. aspiring-exporters,
new exporters, sporadic exporters and regular ex-
porters). We also suggest more attention to be paid
on the export stimuli of the born-global SMEs as
they undertake non-traditional pathways of inter-
nationalization (i.e. having international orientation
since inception).
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Table 8: Least Important Export Stimuli across Sub-Samples

Overall Sample Sub-sample by Export Stages Sub-sample by Internationalization Pathways
Rank (N =385) Aspiring-exporters Exporters Traditional Born-global
(N=114) (N =271) (N =190) (N=181)

20 (S16) Limited domes-  (S16) Limited domes- (S16) Lim

ited domes- | (S18) Government (S20) Close distance

tic market tic market tic market support to target market
21 (S18) Government (S18) Government (S18) Government | (S16) Limited domes- (S18) Government

support support support

tic market support

22 (S14) Emigrant com- (S6) Manager’s inter-  (S14) Emigrant com- | (S14) Emigrant com- (S14) Emigrant com-

munities national exposure munities

munities munities

Source: Author’s calculation based on the survey data

For policy makers, we suggest that certain types
of export assistance are appropriate for SMEs in
general. First, SMEs require external assistance
that can reduce the risk of exporting. This causes
many SMEs to prefer waiting for the presence of
foreign buyers instead of proactively explore ex-
port opportunities. Hence, the policy makers can
increase assistance that allow SMEs to obtain con-
tact, connection or exposure to potential foreign
business partners. Alternatively, the policy makers
can improve the support that can minimize the fi-
nancial risk of exporting, such as export financing,
export guarantee and export insurance.

Another type of assistance that are generally re-
quired by SMEs regardless of their export stages
and their pathways of internationalization are those
related to product development and product quality
improvement and assurances.

However, different emphasis of target/destination
market is required when dealing with SMEs in dif-
ferent export stages. For aspiring-exporters, the
policy makers can supply the information regarding
any potential foreign markets while the exporters
can be directed to expand their export to large and
high-income markets.

Our study, however, has some limitations and there-
fore further research on this topic is required. First,
future studies should consider specifically assess-
ing the impact of various types of governments’
export assistance. Only by doing so the granular
policy recommendations can be formulated. Sec-
ond, we did not capture the variations in SMEs’
export performances. The relationship between ex-
port performance and the export stimuli may pro-
vide a better understanding of the role of export
stimuli in SMEs internationalization. Third, future
studies can use cluster analysis to group the ex-
port stimuli by firm characteristics owner/manager

characteristics, product type and location. Finally,
evidence from other emerging markets are also re-
quired to complement our findings and thereby the
conceptualization of SMEs export stimuli in emerg-
ing markets can be generalized.
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