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Abstract

This article discusses improving business performance in embroidery
and convection clusters using a value chain approach. Micro, Small and
Medium Enterprises (MSMEs) have shown various advantages,
especially their ability to survive the various crises that occur.
Embroidery and Convection Cluster is one cluster that is developing and
involving workforce, with appropriate technology and mostly done by
women. Embroidery and convection have an upstream and downstream
connection. The problems faced are still low marketing performance that
causes business continuity cannot be guaranteed and ends in bankruptcy.
Using the value chain as an approach, to map problems both from the
input, production processes, products, and marketing. Research on
embroidery and convection clusters joined in the Terate Jaya
cooperative, Karangmalang Village, Central Java, Kudus, Indonesia. As
a result, each chain identified problems, then strategies were developed
to improve cluster performance appropriately and based on shared needs
between embroidery and convection craftsmen.
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INTRODUCTION

The cluster is essentially classifying core industries that are interconnected, both supporting
industries, related industries, supporting services, economic infrastructure, research, training,
education, information infrastructure, technology infrastructure, natural resources, and institutions
related institutions. Cluster is also a way to regulate some industrial activities related to and or
support one another, being in a certain location or geographical area within the framework of
economic development. By dividing into clusters will be able to distinguish each role of each
section (Kang & Jang, 2020).

Cluster concept is one of the strategies for developing small and medium scale businesses. Small
and medium scale businesses (SMEs) are widely available throughout the world, although they
use different names and criteria. Where there is uniqueness for small and medium businesses using
networks to promote business through word of mouth marketing and personal references (Ramos,
2016). Europe considers human resources as another important driver of the internationalization
of SMEs (Kisel’akova et al., 2019). Meanwhile, for countries such as Latin America, the success
of the internationalization of SMEs affected by the variable transportation and
telecommunications.

Countries that are prominent in small and medium enterprises and are specifically developed
become an important part of their national economy but face problems as a result of globalization.
These countries are Thailand, United Kingdom, US, Australia, Malaysia, Vietnam. For developing
countries, SMEs act as a key to economic growth and prosperity (Bala & Feng, 2019). There are
at least three framework forms for clusters: Diamond models, flexible specialization and collective
efficiency. Flexible and specialization models are widely applied by developing countries.
Flexibility contributes to the efficiency of value chain relationships (Benito et al., 2019).
Marketing performance problems do not stand alone but are interrelated in problems in the raw
material chain, production, and marketing itself. Decision-making in marketing related to the
competitiveness and performance (Cao et al., 2019). SMEs need to do unique things to improve
performance (Eniola et al., 2019). India implement lean methods as improving performance
(Yadav et al., 2019). Embroidery and convection are integrated with the apparel or garment
industry. The quality and difficulty of accessing raw materials affect the quality of the raw
materials used. Conventional markets and marketing, both management, the neglected role of IT
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and production technology have caused limited sales volumes, eventually leading to embroidery

and convection entrepreneurs in Karangmalang and Padurenan villages that have gone bankrupt.

RESEARCH METHOD

The approach used is a value chain. The value chain can map potentials and problems, the value
chain as a strategy to build a chain of mutual support between similar industries, suppliers of raw
and supporting materials, related industries and supporting industries. The main driver of change
throughout the value chain is by digitizing (Chen, 2019). Howeveer, In marketing, the process of
perceived value does not appear as a value chain (Helkkula & Kelleher, 2010).

The company can manage different parts of the value chain (Kano, 2018). By knowing
who, where and how the position of members in the chain and members of the chain outside the
industry will be able to identify the strengths and weaknesses of the competition as a cluster.
Pakistan can have a competitive advantage if it implements a global value chain (Javed & Atif,
2019). The supply chain aims to integrate industrial systems in order to achieve marketing
performance (Ahmed et al., 2018).

Identification of competitive strength refers to the concept of the Diamond Cluster, which
consists of suppliers, consumers, the substitution industry, new players producing similar goods
and competition among similar industries as a chain with innovation. India uses the innovation of
global information technology industry to create competitive strength (Varma et al., 2018).
Likewise, if a shortage of suppliers will be a barrier in terms of environmentally friendly
technological innovation (Majumdar & Sinha, 2019). The threat of substitution would be low if
not many replacement products on the market (Vrtana & Gogolova, 2020). The company can
design strategy and product portfolio is extensive and varied assets.

The study population was 153 convection entrepreneurs and 21 embroidery entrepreneurs.
Data collection uses a Focus Group Discussion, taking into account the representation of
embroidery and convection craftsman members of the Cooperative. The results of the FGD are
joint potential and or problems. Furthermore, the outstanding competence of every craftsman
present in terms of raw materials, processes and production, and marketing will be input and

consideration for determining a joint strategy.
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RESULT
The value chain approach produces a problem map from upstream to downstream, which

can be seen in the scheme below.

Raw
Material Production Marketing Trading
Provider
i Consumers in
Supplier N Embroidery Producer s
Market trades Java

Kudus and
Central Java
—>

Embroidery Producer
(sub-contract)

Sales
Consumers outside
Central Java and
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Market trades —>
outside Central
Java and expor

Banking institutions and other
supervisory institutions

Figure 1 Embroidery Product Value Chain Mapping

The problem of raw materials among craftsmen is inefficient in terms of cost and distance
to buy if done individually. The embroidery producer process faces the scarcity of skilled workers,
especially for "icik" embroidery which is mostly done manually and prioritizes the skills to
produce embroidery with the highest value. Furthermore, embroidery using the "juki" embroidery
machine has the next class after the "icik™ type. The problem faced is the market segmentation of
products not at a high level, which is limited in purchasing power and usually has a rare buying
frequency because the dress is not yet a major social need. The market segment does not yet
understand which is "icik™ embroidery and which is "juki" embroidery. Consumer orientation in
terms of embroidery is at low prices as the main consideration. "Juki" embroidery is more flexible
combined in clothing products, both clothing, and other clothing accessories. The impact of
technology is also felt by craftsmen by the presence of computer embroidery machines. As a
creative industry, the production of computer embroidery can be applied more broadly, for
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example for accessories in hats, clothing, jackets, and home decoration. Computer embroidery
requires operator skills. It takes a long time to educate operators. The main infrastructure
requirements are expensive, and the input of raw materials is relatively large in quantity. For
example, a 12-headed embroidery machine, meaning that once the production process there must
be material that will be processed in 12 sections. The output is bigger but the market does not want
to accommaodate because segmentation is limited to consumers who have limited purchasing power

and clothing is not a priority.

DISCUSSION

The value chain is a series of productive processes ranging from product input providers,
production, marketing or distribution to end consumers. This approach systematically takes into
account all stages starting from the raw material, the production process and also the analysis of
the various linkages and information flow along the chain. Therefore, by identifying activities in
and along with the production, distribution and consumer chains, it provides a complete picture of
the interrelationship of the industry as a dynamic and flexible cluster. The more dynamic the cluster
functions that involve the competitive factors that form diamonds, the more relevant the economic
sectors can be expected. Clusters that function can revive supporting and related industries.

Application of the value chain in the context of this cluster will create stronger linkages
and integration among actors to strengthen the cluster itself and increase the competitiveness of
the relevant sub-sector. More value from a value chain approach is the ability to create institutional
relationships and coordination between suppliers, producers, traders, and distributors. So that in
addition to growing competitiveness in similar industries in the cluster also creates economic
added value to supporting and related industries.

Application of the value chain in the context of this cluster will create stronger linkages
and integration among actors to strengthen the cluster itself and increase the competitiveness of
the relevant sub-sector. More value from a value chain approach is the ability to create institutional
relationships and coordination between suppliers, producers, traders, and distributors. So that in
addition to growing competitiveness in similar industries in the cluster also creates economic
added value to supporting and related industries.

Information on market needs is the weakest indicator to be obtained by entrepreneurs
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because embroidery and or convection entrepreneurs still use conventional systems. Market
surveys based on trends are not used to predict future needs. The habit that must be changed is to
promote the goods they produce, without knowing what the consumer’s needs are. Information on
changing consumer tastes is never obtained so it always lags in one step. The entrepreneurs and/or
craftsmen only know after there is a problem that there is a change in the sale of goods that are
brought or entrusted to large traders/collectors. What is fundamental is that information technology
is not used as a medium, both to determine market potential and to change consumer tastes.

Changes in consumer taste not only in the model but also in color, fabric type, and
designation. Embroidery is the skill of the hands as outlined in the form of a kebaya dress
decoration, that is, the typical clothes used by women as ethnic clothes that are only used on special
or special occasions. In its development, embroidery can be used in various types of clothes and
other fashion fixtures such as shoes and bags, or casual clothing models that are used for various
purposes. Product innovation is very open. Only information is needed about the development of
fashion on a national and global scale, given that IT has been available that can be a facility for
these purposes. Besides that, the world of fashion is a very fast development. In the end, the
concept of "demand creat on demand" was proven. Changes in demand should be created. Not
awaited. The concept of followers for MSME entrepreneurs must be changed to be trendsetter
oriented, which can be done by reviving the spirit of entrepreneurship among entrepreneurs.

The root of the problem is the mindset of the craftsmen who only rely on what habits can
be done, what can be produced, and what has been sold. It is difficult to change the conventional
business paradigm which has a comprehensive consequence in running a business and embroidery
and convection industry that has a competitive advantage. The global era requires competition in
the long run as the key to winning the competition. Competition supported by adequate marketing
performance. Marketing performance is determined by product sustainability in the market.
Product sustainability in the market when consumers have such loyalty. Loyal consumers are
determined by their satisfaction in consuming products. Products that satisfy consumers are
products that are following the tastes, both ingredients, models, prices, colors and sizes as well as
other consumer interests. In this case continuous assistance, and encourages trust between the
companion and partners in this case craftsmen and embroidery entrepreneurs can be expected can
handle it.
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As input to the preparation of a cluster development strategy, identification of activities in
the chain from the availability (supplier) of raw materials to production; chain in production
activities; as well as the distribution chain will be able to clearly show the constraints and problems
faced by business actors and their chains in real terms. So that the mapping of problems in the
chain as a business-industry can be carried out appropriately and produce strategies to overcome
problems and develop them optimally.

The embroidery and convection handicraft industry are integrated with such away. Each
chain, both raw materials, production, markets, and trade can be comprehensively identified as
upstream and downstream industries. Potential and problems in the raw material chain, production,

and marketing of embroidery and convection clusters, shown by scheme No.2

Raw Product
Material Production Marketing Trading and End-
Provider user

. . the chance of getting a buyer or
0,
Alternative 50% capacity Always sold end consumer
Limited working capital for Limitations of design ability and
product and market development color combination

Figue 2 Mapping and challenges faced by groups of employers embroidery and convection

CONCLUSION

The embroidery and convection business still has the potential to be maintained. Problems
in the chain agreed as a joint problem by the cluster member craftsmen can be solved by the
division of tasks under their respective competencies. Awareness to specialize and division of
work among craftsmen in the cluster is a big progress and a solution to the problems faced together
as a cluster. The division of labor occurs because of the emergence of social capital, especially
trust. To entrust each other's interests in decisions and solutions in the community. The actual

cluster function occurs. Too bad cluster members are still bound to the accompanying "figures".
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The figure in question can be from academics, bureaucrats or cluster members who act like leaders.
Attempts to use the cluster approach succeed but are highly dependent on the "figure" as a leader
who acts as a trigger, initiator and motivator. The cluster functions as a professional business and
business chain as expected in the diamond cluster concept. The strength of the value chain as an
approach can map the problems in each chain in detail and real terms because it involves the actors
in the chain. The data collection method becomes very important considering that embroidery and
convection craftsmen must be treated as centers in activities that involve the upstream and

downstream linkages of the industry.

COMPETING INTERESTS

The authors have no compting interest to declare.

Author’s Affiliation
Dina Lusianti'”; Mamik Indaryani® ; Kertati Sumekar? ; Sri Mulyani!

Universitas Muria Kudus
Kampus Gondangmanis, Bae, Kudus, 59352, Indonesia

223



Seybold Report Journal Vol. 19. No. 02. 2024

COPYRIGHT:

© 2024 The Author(s). This is an open-access article distributed under the terms of the Creative
Commons Attribution 4.0 International License (CC-BY 4.0), which permits unrestricted use,
distribution, and reproduction in any medium, provided the original author and source are credited. See
http://creativecommons.org/ licenses/by/4.0/. Seybold Report is a peer-reviewed journal published by
Seybold Publications.

HOW TO CITE THIS ARTICLE:

Lusianti, D., Indaryani, M., Sumekar, K., & Mulyani, S. (2024). The Value Chain: Marketing
Performance Business Indonesian Cluster Embroidery. Seybold Report Journal, 19(2), 216-226.
DOI: 10.5110/77. 11181

REFERENCES

Ahmed, S., Akter, T., & Ma, Y. (2018). Green Supply Chain Management (GSCM) Performance
Implemented by the Textile Industry of Gazipur District, Dhaka. Logistics, 2(4), 21.
https://doi.org/10.3390/logistics2040021

Bala, H., & Feng, X. (2019). Success of Small and Medium Enterprises in Myanmar: Role of
Technological, Organizational, and Environmental Factors. Journal of Global Information
Technology Management, 22(2), 100-119. https://doi.org/10.1080/1097198X.2019.1603511

Benito, G. R. G, Petersen, B., & Welch, L. S. (2019). The global value chain and internalization
theory. Journal of International Business Studies, 50(8), 1414-1423.

224


http://creativecommons.org/%20licenses/by/4.0/
https://doi-ojs.org/10-5110-77-11181/

Seybold Report Journal Vol. 19. No. 02. 2024

https://doi.org/10.1057/s41267-019-00218-8

Cao, G., Duan, Y., & El Banna, A. (2019). A dynamic capability view of marketing analytics:
Evidence from UK firms. Industrial Marketing Management, 76(May), 72-83.
https://doi.org/10.1016/j.indmarman.2018.08.002

Chen, C. L. (2019). Value Creation by SMEs Participating in Global VValue Chains under
Industry 4.0 Trend: Case Study of Textile Industry in Taiwan. Journal of Global
Information Technology Management, 22(2), 120-145.
https://doi.org/10.1080/1097198X.2019.1603512

Eniola, A. A., Olorunleke, G. K., Akintimehin, O. O., Ojeka, J. D., & Oyetunji, B. (2019). The
impact of organizational culture on total quality management in SMEs in Nigeria. Heliyon,
5(8), e02293. https://doi.org/10.1016/j.heliyon.2019.e02293

Helkkula, A., & Kelleher, C. (2010). Circularity of customer service experience and customer
perceived value. Journal of Customer Behaviour, 9(1), 37-53.
https://doi.org/10.1362/147539210x497611

Javed, A., & Atif, R. M. (2019). Global Value Chain: An Analysis of Pakistan’s Textile Sector.
Global Business Review. https://doi.org/10.1177/0972150918822109

Kang, J. W., & Jang, S. N. (2020). Effects of women’s work-family multiple role and role
combination on depressive symptoms in korea. International Journal of Environmental
Research and Public Health, 17(4). https://doi.org/10.3390/ijerph17041249

Kano, L. (2018). Global value chain governance: A relational perspective. Journal of
International Business Studies, 49(6), 659-683. https://doi.org/10.1057/s41267-017-0086-8

Kisel’akova, D., Sofrankova, B., Gombar, M., Cabinova, V., & Onuferova, E. (2019).
Competitiveness and its impact on sustainability, business environment, and human
development of EU (28) countries in terms of global multi-criteria indices. Sustainability
(Switzerland), 11(12). https://doi.org/10.3390/su10023365

Majumdar, A., & Sinha, S. K. (2019). Analyzing the barriers of green textile supply chain
management in Southeast Asia using interpretive structural modeling. Sustainable
Production and Consumption, 17, 176-187. https://doi.org/10.1016/j.spc.2018.10.005

Ramos, S. V. (2016). Entrepreneurial Marketing : A Historical Exploration and Implications for
Practice. 1-64.

225



Seybold Report Journal Vol. 19. No. 02. 2024

Varma, A., Bhalotia, K., & Gambhir, K. (2018). Innovating for competitive advantage:
managerial risk-taking ability counterbalances management controls. Journal of
Management and Governance, 0123456789, 1-21. https://doi.org/10.1007/s10997-018-
9422-7

Vrtana, D., & Gogolova, M. (2020). Marketing strategy applied in the environment of an
international company. SHS Web of Conferences, 74, 01037.
https://doi.org/10.1051/shsconf/20207401037

Yadav, V., Jain, R., Mittal, M. L., Panwar, A., & Lyons, A. C. (2019). The propagation of lean
thinking in SMEs. Production Planning and Control, 30(10-12), 854-865.
https://doi.org/10.1080/09537287.2019.1582094

226



