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Abstract

Marketing capability is defined as the ability of an organization to understand
and fulfil customers’ needs at the right time, right place and right cost. Mar-
keting capability is essential for sustainable business performance. Many mi-
cro enterprises do not have any marketing strategy and/or have limited mar-
keting activities. A conceptual framework is developed with a view to develop
the marketing capability of micro manufacturing enterprises in this research.
In this study, four micro manufacturing enterprises were observed over a year.
Action research methodology was adopted to test effectiveness of interven-
tions. Some interventions and capabilities were found to be related with mar-
keting capability in micro manufacturing enterprises. Findings showed that
empowerment, operational excellence, strategy development and implemen-
tation, and collaboration capabilities could enhance marketing capability in
micro manufacturing enterprises.
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1. Introduction

Although companies had mostly focussed on concepts related to production and
selling, the importance of marketing is increasingly accepted in the literature [1]
[2]. Marketing has become of topical importance especially since it allows the
companies to understand customers’ needs, the satisfaction of whom is pivotal
for their financial success in the market. Previously, companies were able to sell
what they produced, and often their sale strategies were successful enough to in-
crease their sales. However, these strategies are increasingly rendered inefficient

as a customer-based marketing approach has replaced the prevailing “produce
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and sell” approach.

Nowadays, a greater number of available choices have led the customers to
expect more than just a product from the companies. Indeed, evolving market-
ing environment allows customers to choose the products that can satisfy them
not only with their features but also with the whole process, including after-sale
services [2]. This shift in customer expectation has intensified the competition in
the market. As a result, marketing departments have progressively become criti-
cal for company performance in terms of their contribution to the increase sales,
profits, and market shares [3]. This is because companies aim to better under-
stand their customers in order to survive in the market and attain financial suc-
cess. To achieve this, not only the marketing department, but all departments of
a company should understand and adopt the marketing concept which is mainly
based on satisfying customers’ desires and needs in a profitable way. However,
marketing approach may vary depending on the size of the company. Although
marketing is considered as one of the important factors for success or failure in
the market, small companies are often unable to efficiently adopt this marketing
approach. As Moller and Anttila [4] emphasize, many small companies perceive
the marketing approach through a predominantly product, production and
sales-oriented perspective whereby marketing is not regarded as a priority. This
approach could be explained by these companies’ drive to gain profits from
production in a relatively short time rather than focussing on customer needs
and competitive environment, an action that requires long-term monitoring [4].
This unusual situation has aroused interest in assessing the marketing capability
of micro companies. Although the majority of previous studies focus on either
large enterprises or small and medium size enterprises (SMEs), studies on micro
enterprises are limited. More research is needed to better understand the factors
that may be involved in the decisions related to marketing capability of micro
enterprises.

In developing countries, micro manufacturing enterprises are indispensable
for various reasons, such as their role in supporting employment, entrepreneur-
ship, wealth creation, and innovation as well as establishing an educated and
skilled workforce [5]. Indeed, micro enterprises account for 85% - 90% of total
businesses in OECD countries [6]. Although the classification of enterprises var-
ies according to different criteria, one of the most widely used criterion when
classifying micro enterprises is the number of employees of these companies [7].
However, no standard cut-off value for different categories exists, and the eco-
nomic environment of the host country creates substantial differences in
adopted classifications. For instance, companies with fewer than 2000 employees
are classified as SMEs in China, while in Europe this cut-off value sits at fewer
than 250 employees. The current study was conducted in Turkey, and has de-
fined SMEs according to the European criteria. In addition, this study defined
micro enterprises as companies with fewer than 20 employees.

Micro enterprises face different types of challenges due to issues related to fi-

nances, raw materials, marketing, and management, most of which are related to
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their small employee size [8] [9] [10]. It is important to note that, although similari-
ties may exist, micro enterprises differ vastly from large enterprises. Thus, solutions
implemented in large enterprises may not be appropriate for micro enterprises.
Marketing literature predominantly focuses on the marketing capability of large
and SMEs. Micro enterprises are often neglected by researchers. The current
study aims to fill this research gap by understanding how micro manufacturing
enterprises develop marketing capability.

Marketing Capability

Marketing capability has an important role in companies’ decision-making on
especially market related topics [11]. Many definitions exist for marketing capa-
bility. For instance, Ripolles and Blesa define marketing capability ([11]) as “a
firn?'s skills and competences relating to market information gathering, sharing
and dissemination throughout the organization; launching successful new
products, and customer relationship and supplier relationship development.” On
the other hand, Banterle [12] defines marketing capabilities as “the activities and
the processes, involving market research, strategy, planning and evaluation,
aimed at reaching the satisfaction of consumers’ preferences.” Marketing capa-
bility could also be defined as the “complex combination of the human resources
or assets, market assets, and organisational assets of a firm” ([4]). In this study,
we define marketing capability as a company’s ability to understand changing
customer needs and to meet customers’ expectations using tangible and intangi-
ble assets.

Marketing capability is important for numerous reasons. Firstly, marketing
capability is pivotal for understanding both the market and competitive envi-
ronment [11]. It could confer key advantages in competitive environments, es-
pecially in terms of product differentiation [13] [14]. Indeed, marketing capabil-
ity is a valuable source for competitive advantage [3] [11] [14], since it allows a
company to analyse competitors’ marketing strategies, and relevant market is-
sues which can inform its own strategies. Well-developed and integrated mar-
keting strategies can help companies to become more profitable. Companies
with a highly developed marketing capability demonstrate a high level of per-
formance [14] [15]. Further, a developed marketing capability enables compa-
nies to be more consumer-oriented which results in a better understanding of
customers as well as development of successful marketing strategies according to
customer needs and the market demands. It has been shown that strong rela-
tionships with customers can improve a company’s profitability as these rela-
tionships allow the company to better satisfy customers’ needs and focus on the
most profitable customers [3] [11]. Different organisational activities related to
marketing capability include market sensing capabilities; market research; mar-
ket bonding capabilities, such as customer relationship management (CRM);
spanning capabilities; information sharing and dissemination throughout the
organization; coordination mechanisms to integrate market knowledge into in-

ternal processes, and activities to generate new market knowledge ([11]).
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Current marketing literature provides essential knowledge to understand the
development of marketing capabilities in large and SMEs; however, to our
knowledge, there is no research on the development of marketing capabilities in
Micro manufacturing enterprises. Thus, the following research question is for-
mulated to fulfil the gap in the literature:

How do micro manufacturing enterprises develop their marketing capability?

A conceptual framework and propositions were formulated to address this re-
search question. Both internal and external factors affect the marketing capabil-
ity of companies [15], which is directly related to physical, market, human and
organisational resources available to a company [12]. In turn, these resources are
influenced by both internal and external factors [4]. Market and technological
conditions count as external factors; whereas, organisational and marketing ad-
aptations are internal factors. In this study, both the internal and external di-
mensions were analysed for their contribution to marketing capability of micro
enterprises.

Firstly, internal dimension involves the planning, organisation and manage-
ment of marketing and the integration of departments (R & D, marketing, pro-
duction) in the company. Human assets are central for evaluating internal di-
mensions. Company employees have various tasks whose coordination may vary
according to the changes in the market or environment [15]. The combination
of knowledge and skills developed through work experience can improve mar-
keting strategies and capabilities [3] [14]. The number of persons and their ex-
pertise in the area are quite substantial for developing marketing strategies and
consequently marketing capabilities [4]. The managerial expertise of these hu-
man assets may bring success or cause failure to a company. However, small
companies can benefit from external human resources to support its internal
human assets to achieve success, since they cannot employ a sufficient number
of experts in the company. In micro enterprises, command and control culture is
dominant [16], whereby owners/managers undertake more operational activities
than strategic activities. These owners/managers avoid sharing their authority
with employees, a tendency that prevents the company to focus on strategic ac-
tivities.

Proposition 1: Micro manufacturers without empowerment problems should
perform better in marketing capabilities.

Secondly, according to the findings of their research, Moller and Anttila [4]
found that a more structured marketing organisation can perform better than
unstructured ones. Successful ones have more flexibility in planning, and follow
better operational planning and management strategies [3] [4]. Although micro
enterprises may not achieve well-organized operational planning, they can use
this flexibility to their advantage. Specifically, their small size can be an advan-
tage, since it enables relatively easy and quick decision-making in unforeseen
situations. However, many micro manufacturing enterprises face low productiv-
ity, long lead times, and limited operational improvement activities. Micro en-

terprises work in very high competitive markets in which customers seek to wait
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less to receive a product.

Proposition 2: Micro manufacturers with operational excellence activities
should perform better on marketing capabilities.

Thirdly, external dimension refers to a company’s ability to managing a com-
pany’s relationship with its external partners including their customers. Bonding
capabilities help to create and increase commitment in the market and reach out
to external partnerships [11] such as customers, distribution channels, suppliers
and other external stakeholders to access available technology. This information
exchange with external partners is valuable in increasing the company’s com-
petitive advantage and improving its strategies [17]. Especially customer-related
marketing capability helps increase the understanding of the customers and
markets and to develop successful customer strategies. Competitor-related mar-
keting capability can help understand key competitors’ strategies. Environmental
turbulence such as “increased risk, uncertainty, decreased ability to forecast, and
fuid firm and industry boundaries” impact the market performance of the
companies, particularly that of small size companies ([15]). This environmental
turbulence increases the competitiveness in the market, since market conditions
change and shape rapidly. Hence, these conditions force the companies to react
to the market changes quickly and may also create new opportunities [14] [15].
In this environment, companies that have marketing strategies which are built
on competitive advantages, differentiating marketing strategies, following the
customer and market needs, and up-to-date technology are more likely to suc-
ceed since these allow them to quickly adapt their strategies to the current mar-
ket conditions ([15]).

Proposition 3: Micro manufacturers that have active networking and collabo-
ration activities should perform on marketing capabilities.

Lastly, to build an efficient strategy for long-term success, management teams
need to carefully analyse the environment, customers, and competitors [14]. Re-
peating the process provides more experience and expertise to the employees
[14]. By combining employees’ experience, skills and company resources, com-
panies can develop strategies which strengthen their marketing capabilities [3]
[15]. Further, this combination can help satisfy customer needs. However, SMEs
face difficulties in adapting to market changes and competing with larger com-
panies [12]. This difficulty can be explained by problems in adaptation of market
changes and compete with larger companies [12]. For instance, Banterle has ar-
gued that most micro enterprises among the 60 studied food industry companies
in Belgium, Italy and Hungary were not successful in developing efficient mar-
keting strategies due to their limited marketing research capabilities and inabil-
ity to accurately analyse markets [12]. As a result, these companies could not
develop their strategies according to the customer preferences and market needs.
However, in some cases micro enterprises can perform better than bigger size
companies [12]. This shows that a small company size is not an absolute barrier
to achieving a better performance in marketing [12], although both size and re-
sources may limit strategy development and implementation activities. Strategy
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development and implementation is essential for marketing capability. Micro
enterprises have short-term plans to survive but marketing capability requires
long term strategy to create a loyal customer base and bring new customers to
business.

Proposition 4: Micro manufacturers that have strategy development and im-
plementation activities should perform better on marketing capabilities.

These factors show that factors including empowerment inside and outside
the company, operational excellence inside the company, networking and col-
laboration among the departments inside the company may increase the com-
petence of marketing capabilities and help companies develop and implement
strategy. Figure 1 details the conceptual framework which was formulated based

on current literature and propositions detailed above.

2. Methodology

Developed framework and positions were assessed using action research meth-
odology. Reason and Bradbury [18] define action research as “a participatory,
democratic process concerned with developing practical knowing in the pursuit
of worthwhile human purposes, grounded in a participatory worldview which
we believe is emerging at this historical moment. It seeks to bring together ac-
tion and reflection, theory and practice, in participation with others, in the pur-
suit of practical solutions to issues of pressing concern to people, and more gen-
erally the flourishing of individual persons and their communities’. Action re-
search methodology enables researchers to test propositions in organizations by
creating a change and observing its influences. Further, action research enables a
researcher to understand how events occur rather than only providing insight on
what is occurring [19].

As illustrated in Figure 2, action research methodology has five stages [20].
Adhering to these stages, four micro manufacturing enterprises were observed

over a year in this study. These companies are selected based on following criteria;

Internal
Empowerment ~_|
P1
Operational Excellence — P2
p3 Marketing Capability
Networking and Collaboration | .
Strategy Development and |
Implementation
External

Figure 1. Conceptual framework.
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DIAGNOSING
Identifying or defining a
problem
SPECIFYING ACTION PLANING
LEARNING Considering alternative
Identifying general courses of action or
findings solving a problem
A |
\ /
\\ /
\ /
EVA';UAT':‘G ACTION TAKING
Studying the ;
consequences of an Selecting a course of

action action

< -

Figure 2. Cycle of action research methodology.

size, industry, willingness to participate and development. We contacted with 16
companies via regional development agency and 4 of them accepted to collabo-
rate with us. First, marketing problems were identified in the diagnostic stage.
An action plan was designed to prevent problems that obstruct the growth of
marketing capability. In the action taking stage, suggested interventions were (or
not). In the evaluation stage, influences of implemented interventions were ob-
served; the reasons for not implementing interventions were identified, and nec-
essary adjustments were suggested. Data were collected through semi-structured
interviews, observations and documentations. Development of marketing capa-

bility was measured by before and after analysis.

3. Data Analysis and Findings

Collected data was analysed using within-case and cross-case analysis methods.
Within-case analysis provides deep understanding of each case. Company A was
furniture Manufacturer Company for 40 years. It was a family business, and at
the time of the study, the second generation was managing the all company as-
sets. It was observed in the first diagnostic stage that marketing capability was
not developed in Company A. There were various reasons for undeveloped
marketing capability in Company A: the manager/owner did not have time for
marketing activities; operation lead times were longer than customer expecta-
tions, and no marketing strategy existed. Certain interventions were developed
and suggested to address barriers to improving the company’s marketing capa-
bility. Results were positive, and increasing trends in annual sales were observed.

Company B was a 10-year-old manufacturer of door and windows, and plastic
and metal accessories. They had a marketing strategy and sales activities but

their operations did not support the sales. They had along lead time (25 - 30

DOI: 10.4236/ajibm.2018.81001

7 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2018.81001

G. G. Inan, A. E. Kop

days). Certain interventions were designed to increase production capacity and
reduce lead time. As a result, lead time reduced to 17 - 21 days and new equip-
ment was purchased to produce new products.

Company C was a cartoon box producer for regional market for 17 years.
They competed with national size companies in the local market. They had a
marketing strategy which led them to lose customers due to the price. The mar-
ket place requires low costs, quick times, and several logistics solutions. Certain
interventions were designed to develop marketing capability. As a result, some
of old customers returned with right approach, production costs were reduced
5% - 15% depends on its production processes, and logistics supports provided
some big customers. Company D has been organic jam manufacturer for 2 years.
Owner was mid-age woman who has had some support from local government
and non-government support organizations for start-up. Company had needed
to gain new customers as soon as possible to survive. A marketing strategy was
developed to place products in local super markets; collaboration and network-
ing activities were suggested with tourism tours and hotels to reach tourists. As a
result, Company D increased their sales number within a year. All identified is-
sues, suggested interventions, implementation status, and results are demon-
strated at Table 1.

Cross-case analysis provides comparisons to understand similarities and dif-
ferences between cases. Similar problems were identified at micro manufactur-
ing companies such as lack of marketing strategy or wrong marketing strategy,
lack of slack time for marketing activities, long lead times and low productivity.
Strategy development training provides essential data gathering, analysing, and
developing strategy stages. All companies performed very well at strategy devel-
opment and all companies have a marketing strategy. For instance, Company C
sales team was informed to explain manufacturing costs to customers which can
get less coloured and complex boxes with less money. On the other hand, Com-
pany D were trying to sell wrong products at wrong location such as expensive
organic products were tried to be sold in university students’ neighbourhood but
practical, easy to cook or ready to eat products are sold in the same location
now. Lack of slack time was another issue in micro manufacturing enterprises.
Owner/manager has focused on operations to command and control all the
production and logistic processes, he or she could not find time for marketing,
strategy development, and/or networking and collaboration activities. For in-
stance, Company A owner had more sales time after he changed the organiza-
tion structure and created slack time for himself. In addition, long lead times
were another problem which cause losing existing or potential customers. Op-
erational excellence tools can be adjusted for micro manufacturing enterprises.
Operational excellence also reduces the lead time. For instance, Company B was
not happy to lose customers because of its long lead times. Its operational excel-
lence improvement enabled them to reduce lead time significantly and they can

sell more products to more customers now.
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Table 1. Issues, interventions, implementation, and results.

Company Issues Interventions Implemented Results
Organizational structure change Yes Enabled owner to focus on marketing strategy and activities
58 Partially Cost and lead time reduction, better installing service
A lack of s . b ¥ fit i
marketing uggestion scheme es Quality improvement
Company A strategy or Strategy dev. and imp. Yes Targeted customer section, planned marketing activities
marketing ) ) ) .
activities Website Yes Reaching more customers via advertising
Collaboration and . . X .
K L Partially Reaching more customers via promotion
networking activities
58 Yes Cost and lead time reduction
Long lead Suggestion scheme Yes Cost and lead time reduction
times as a . . .
barrier to Strategy dev. and imp. Partially A strategy to teach customers why they should wait
arrier
Company B . . Lo . .
reaching Collaboration and Partiall Finding funds to invest new equipment and
artial
more networking activities ¥ produce new products for same customer groups
customers . . .
Developing Partiall Teaching customers to make an order in advance to
artial
customer engagement Y enable manufacturer for providing goods on time
58 Yes Cost and lead time reduction
SMED Yes Cost and lead time reduction
Suggestion scheme Partially Quality improvement, cost reduction
Cost Customers learned what kind of product choices
Company C Customer engagement Yes . ducti d prod
competition increase production and product cost
Collaboration and Partiall Finding funds to invest new equipment and
artial
networking activities ¥ produce new products
Formulation of new strategy based on
Strategy dev. And imp. Yes . . . &Y X
providing right service to customers and it works well
Developing a strategy to provide right
Strategy dev. and imp. Yes ping . gy p . &
product at right place at right time
Need to
Company D  attract new Packaging improvement Yes Prevented goods to be damaged at transportation
customers . o .
Collaboration and v Building new collaborations that enable
es

networking activities

goods to be sold in big super markets

Some findings were derived from data as follows:

» Micro enterprises are different than SMEs and Large enterprises. Owner of

micro manufacturing enterprises focuses on operational activities rather than

strategic activities. Thus, lack of marketing strategy and less marketing activi-

ties are common issues in micro manufacturing enterprises. In this study, it

was found that owners/managers with more slack time for strategic activities

can focus on development and implementation of marketing strategy and

marketing activities.

» Lack of strategy is identified another issue that prevent micro manufacturing

companies to develop marketing capability. It was found that micro manu-

facturing enterprises can reach more customers with right marketing strat-

e€gy.
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» Low productivity is another common problem that is found in this study in
micro manufacturing enterprises. Micro manufacturing enterprises mainly
supply products for local and regional markets but they compete with large
and SMEs. Micro manufacturers should provide low prices to gain competitive
advantage. It was found that continuous improvement activities were applica-
ble and reduced cost in micro manufacturing enterprises. Lower manufactur-
ing cost means more advantage on price competition.

» Production capabilities are limited in micro manufacturing enterprises as
they cannot purchase newest technology or high volume required machines.
Networking and collaboration activities enable them to benefit from other
organisations’ equipment to increase product range, product quality and re-
duce production costs. It was found that micro manufacturing enterprises
with networking and collaboration activities are able to benefits others

equipment and fulfil different customers’ requirements.

4. Discussion

In conceptual framework, four propositions were tested with this research. In
literature, strategy development and implementation has been identified as es-
sential determinant of marketing capability [3] [14] and literature is confirmed
in this research as micro manufacturing enterprises requires strategy develop-
ment and implementation to enhance marketing capabilities. Interesting fact is
that micro enterprises fails to formulate marketing strategy and implementation
as they mainly focus daily problems. It was found that micro manufacturing en-
terprises also perform better once a marketing strategy formulated. Further-
more, current literature emphasizes the benefits of networking and collaboration
activities for marketing capabilities such as sharing knowledge and technology,
accessing new markets via others’ distribution channel, and sensing new oppor-
tunities [4] [11] [15]. This study confirms to current literature by positive im-
pacts of networking and collaboration activities on marketing capability. In ad-
dition, operational performance is linked with marketing performance in litera-
ture [3] [4]. Marketing capability requires operational support to increase cus-
tomer expectation fulfilment and create loyal customer bases. Literature is con-
firmed with this research as micro manufacturing enterprises face low produc-
tivity and long lead time problems, once those problems are solved, they are able
to reach more customers to sell more products. Finally, marketing capabilities
require specific marketing activities and experienced employees [3] [15]. In mi-
cro manufacturing enterprises, employees do not assign for a single area to gain
experience. In addition, marketing activities are managed and planned by
owner/manager who spends most of his/her time on controlling and command-
ing operations. It is found that empowerment disables owners/managers to focus
on strategic activities and owners/managers with more slack time are able to
spend more time on marketing activities which promotes marketing capabilities

in micro manufacturing enterprises. This study extends the current literature by
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emphasizing organisation structure and delegating authority promotes market-

ing capability in micro manufacturing.

5. Conclusions

In this research, it is aimed to understand development of marketing capability
in micro manufacturing enterprises. The selected methodology provides deep
understanding of marketing capability development in micro manufacturing
enterprises. Findings of this research provide practical knowledge to develop
marketing capability in micro manufacturing enterprises. This research has both
theoretical and practical implications for researchers and practitioners. Theo-
retical contributions to literature are that marketing capability should be con-
sidered from system perspective as all other capabilities have direct or indirect
relations with marketing capability. Importance of creating slack time for owner/
manager is emphasized with this research to enhance marketing capability in
micro manufacturing enterprises. Furthermore, positive impacts of networking
and collaboration activities on marketing capability in micro manufacturing en-
terprises are confirmed in this research. Moreover, it is emphasized that con-
tinuous improvement culture and operational excellence increase competitive
advantages of micro manufacturing enterprises. Finally, it is confirmed that
strategy development and implementation are essential for marketing capability
development. Practical implications are as follows: micro manufacturing enter-
prises require operation excellence trainings to reduce waste in their production
process, strategy development training to formulate right marketing strategy,
and encourage owners to attend more sectoral meetings and/or expos to find
collaboration opportunities.

There are various research limitations and further research suggestions. First
limitation of this research is that selected companies are from same region of
Turkey and it might have regional and/or cultural effects on findings. Thus, fur-
ther research can be conducted in different regions of Turkey and another coun-
try for comparison studies. Furthermore, propositions are tested with four cases
which we cannot strongly imply that findings will definitely work on all micro
enterprises. Quantitative research can be conducted to test findings and make
general statement on marketing capability development in micro manufacturing
enterprises. Finally, we have been collaborated with four companies over 12
months which some interventions such as operational excellence culture require
more time than others such as creating website. This data is collected during a

time limited research.
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