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Abstract

Furniture exporters as an export-oriented Small and Medium Enterprises (SMESs) have an economic role in contributing
to a country's national products. Furniture exports from Jepara, Central Java, Indonesia contribute to the country's export
performance. Constraints faced by furniture SMEs in reaching international business include financial capacity,
promotion, lack of networks, business systems, culture, and new traditions. Therefore, they need a lot of experience and
adjustments in facing global business competition. This study seeks to investigate the problem of the export performance
decreasing of furniture SMEs in Jepara Regency. This study developed and empirically tested the export performance
model carried out on 174 respondents from furniture exporter companies in Jepara Regency. The technique of analysis
uses structural equation model (SEM) -AMOS test based on the parameter regression coefficient of critical ratio (CR) and
probability value. The proposed hypothesis is accepted if the p value is <0.05. The results of this study indicated
empirical findings that the export performance model had succeeded in confirming the relationship between the
performance of Jepara Regency furniture exports with its variables that formed them to improve export performance
positively and significantly. Based on these empirical findings, to overcome the problem of low export performance and to
improve the furniture exports performance in Jepara Regency, it is necessary to improve product innovation, trust,
technology capabilities and partnerships.
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INTRODUCTION

Background of the study

Indonesia is known to be one of the largest exporters of furniture products in the world. Wood-based
furniture products from Indonesia are excellent on the world market and are in great demand because of their
quality. This business opportunity is wide open for furniture entrepreneurs and producers in Indonesia. The
biggest market for Indonesia's timber industry exports is 40% of countries in the European Union, then followed
by the United States around 29%, and third is Japan, which is around 12% (data from the Department of Industry
and Commerce of Jepara 2016). The European Union is a target market that must be maximized by furniture
exporters from Indonesia, apart from other countries such as America and the Middle East. Opportunities are still
very wide open for Indonesian wood furniture products that have a unique and good quality wood. The furniture
industry which has been developing in Jepara Regency has become a mainstay industry for Jepara Regency.

Export performance is defined as how a business entity achieves the strategic and financial goals of their
export marketing strategy. The point of export performance includes the goals: how many sales to be achieved,
market share, and profitability of the export market to be realized. Companies must improve their export
performance so that they can continue to compete and be able to survive in increasingly fierce competitive
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situations through improving product quality, product differentiation and appropriate marketing strategies so that
they can still compete in the international market (Boehe and Barin-Cruz, 2010).
Statement of the Problem

The furniture industry which has been developing in Jepara Regency, Central Java, Indonesia has become a
mainstay industry for Jepara Regency. The furniture industry is a pillar of support, even a breath of life for
residents of Jepara Regency. This indicator can be seen in the absorption of labor where in 2015 there were
85,250 workers absorbed in the furniture industry. This figure does not include absorption in other sectors related
to the furniture industry. Meanwhile, the number of business units registered in 2015 reached 3,593 units and
around 15,000 home industry activities with a furniture base that developed in various types of processed wood
industries (Data from Department of Industry and Commerce of Jepara Regency 2016).
Another obstacle faced by Jepara's export furniture SMEs is the lack of technology that supports production,
business management, product innovation, and design development. Buyer's trust is a major factor in the
process of buying and selling between countries to establish business cooperation. One of the strengths of
investigating export performance at the company level is that it provides a comprehensive picture of company
activity which results in an in-depth understanding of export performance (Oliveira et al., (2012)). This study
explores the problem of the export performance of furniture SMEs in Jepara Regency.
Study Objective

The objective of this study is to evaluate and analyze the effect of product innovation, trust, technology
capabilities, and partnerships on the export performance of furniture SMEs in Jepara Regency, Central Java,
Indonesia.

LITERATURE REVIEW

Product Innovation on Partnership

Product innovation is a policy that directly or indirectly aims to encourage SMEs to carry out the process of
partnering with the government. This can increase innovation because the role of the government is usually
realized by the support and establishment of public institutions or universities which its purpose is to increase
knowledge and innovation (Belderbos et al., 2004; Biggs and Kadia, 2006). Partnering with customers not only
provides benefits in identifying market opportunities, but also reduces the likelihood of poor design in the early
stages of product development; customer involvement in product innovation can lead to profit (Li and Calantone,
1998; Tsai, 2009).
Trust on Partnership

Trust and commitment are the foundation for building, developing and maintaining successful partnerships
between parties in a relationship (Morgan and Hunt, 1994). Trust is the main prerequisite for interaction between
organizations and companies. One of the most interesting research concepts has emerged over the past few
decades (Zaheer and Venkatraman, 1995; Zaheer et al., 1998). Morgan and Hunt (1994) define trust as a
relationship of partner reliability and integrity. It is the main determinant of commitment, the key mediation
variable. It prevents partners from working opportunistically and encourages them to consider the expected
long-term benefits rather than short-term benefits. The importance of trust is to develop and maintain productive
cross-border businesses (Zaheer and Zaheer (2006)). Trust can be an effective tool for reducing the
opportunism of foreign partners (Cavusgil, et al., 2004). Partners tend to be less involved in unreliable behavior
(Phan, et al., 2005). Reliable partners are known to be able to make good efforts to behave in accordance with
previous commitments, and make adjustments, for example, when market conditions change, they are
considered fair by exchange partners, and do not take excessive advantage of partners (Dryer and Chu, 2011).
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Technology Capability on Partnership

Radzi et al. (2017) examines technology capabilities and competition with correlational methods. The results
show that a certain level of technological capability will have a positive effect on SMEs. Hao and Yu (2011)
examine technology selection, technology capabilities, technology capability management, innovation success,
organizational performance with multiple regression methods. The results show that technological capabilities
have a significant positive effect on innovation success. And the success of this innovation has a significant
positive influence on organizational performance. Latip et al., (2014) states that technological capabilities have a
positive impact on the performance of partnership relationships.
Trust on Export Performance

Trust is a prerequisite that determines the success of imports and exports in an international context.
Therefore, both parties (exporters and importers) need to have mutual trust. Moorman et al., 1993; Morgan and
Hunt, 1994; Mysen and Svensson, 2010 define commitment as the company's eternal desire to maintain valued
relationships. The research conducted by Lages et al. (2005) takes the exporter's perspective on commitment,
and is conceptualized as an exporter's desire to secure relationships and maximize profits. Caceres and
Paparoidamis, (2007); Wu et al., (2012) identify that trust is a precursor to commitment and that they have a
positive and significant relationship. Ahamed (2015) found that trust affects export commitment and performance
positively. Meanwhile, Ismail (2011) in his research show that trust has a positive effect on export performance.
Partnership on Export Performance

Previous research shows that exporters must build high-level partnerships with their overseas distributors
because cooperation contributes positively to the company's export performance (Racela, (2014). Obadia (2008)
mentions that the relationship between partnership and performance is important regardless of the context of its
performance. Alves (2015) in his research finds that there is a positive relationship among trust, commitment,
and partnership; likewise, it is confirmed that there is also a positive relationship between partnership and export
performance.
Technology Capability on Export Performance

Export intensity or export sales ratio to total sales is suggested as effective measures for export performance.
In previous studies, Cooper and Kleinschmidt (1985) and Aaby and Slater (1989) stated that the higher the
companies involved in international markets, the greater the percentage of sales achieved by the company. This
study hypothesizes the relationship between technology capability and export performance in three steps: export
intensity; export growth; and diversity of exports. Companies with higher productivity are more likely to export, and
the amount of exports will be more than their output. Cooper and Kleinschmidt (1985) emphasize that
technological capability is a way of the company in terms of R & D intensity and technological product excellence
that is strongly associated with export growth.
Product Innovation on Export Performance

Innovation concerns various problems including organizational processes, activities, knowledge, and
capabilities. Samsir et al., (2013) stated that a more dynamic industrial environment supports innovation
capabilities and has an impact on the company's business performance. Haryanti (2016) in her research stated
that product innovation has a positive effect on marketing performance. Research on the effect of innovation on
export performance by Najib and Kiminami (2011) suggests that product innovation has a significant positive
influence on business performance in the food processing industry.

The hypotheses developed in this study are as follows:
H1: Product innovation has a positive and significant effect on the Partnership
H2: Trust has a positive and significant effect on the Partnership
H3: Technology capability has a positive and significant effect on the Partnership
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H4: Trust has a positive and significant effect on Export Performance

H5: Partnership has a positive and significant effect on Export Performance

H6: Technology Capability has a positive and significant effect on Export Performance
H7: Product Innovation has a positive and significant effect on Export Performance

RESEARCH METHODOLOGY
This study used a quantitative method. The population in this study was 307 furniture companies as
exporters in the international furniture trade market (Data from the Department of Industry and Commerce of
Jepara 2016) with the desired error limit of 5%. The sample in the study was taken using the Slovin formula as
follows:

N 307
1+Ne&®  1+(307*[0,05])°

=173,69~ 174.

Thus, the number of samples needed was 174 companies. Based on previous empirical evidence, it was
found that the problem related to export performance was the declining trend in export performance.

All hypotheses proposed in this study were tested using structural equation model (SEM). It was based on
parameter estimates from the complete structural equation model. The Testing the hypothesis by using
SEM-AMOS was based on the parameter regression coefficient of critical ratio (CR) and probability value. The
proposed hypothesis would be accepted if the p value is <0.05. The procedure used to analyze data with SEM
referred to seven stages of Hair, et al., (2010), Ghozali (2011) and Ferdinand (2014)

RESEARCH FINDINGS AND DISCUSSION
The hypothesis proposed in this study was tested using structural equation model (SEM). It is based on
parameter estimates from the complete SEM. Calculation of AVE value is to determine convergent validity which
is more intended to measure the percentage of variance from a series of indicators that can be extracted or
explained by its latent variables. A high AVE value indicates that the indicators have represented well-formed
variables developed and it will be accepted if it is greater than 0.5.

Table 1 AVE and CR Value

. Construct Reliability Average Variance Extracted

No. Research Variables

(CR) (AVE)
1. Product Innovation 0,892 0,581
2. Trust 0,873 0,534
3. Technology Capability 0,929 0,685
4, Partnership 0,871 0,628
5. Export Performance 0,902 0,606

Source: Data processed, 2017

Table 1 shows that all of the research variables have AVE values greater than 0.5; thus the hypothesis can
be accepted.

The analysis in this section is the analysis of the Structural Equation Model (SEM) in Full Model to test the
models and hypotheses developed in this study. Model testing in the Structural Equation Model was carried out
with two tests, namely the model suitability test and the causality test through the regression coefficient test. The
results of data processing for SEM-AMOS analysis are presented in the following figure.
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Figure 1 Analysis Results of the Structural Equation Model

In measurement models, the suitability of the research model is used to test how well the level of goodness
of fit of the research model. The test results are as follows:

Table 2 Full Model Test Results

Criteria Cut of Value Result Note
Chi-Square Must be small 372,278 Good/Fit
Significant Probability =0,05 0,340 Good/Fit
RMSEA <0,08 0,023 Good/Fit
GFI 20,90 0,863 Marginal
AGFI 20,90 0,836 Marginal
CMIN/DF <2,00 1,095 Good/Fit
TLI 20,95 0,990 Good/Fit
CFlI 20,95 0,991 Good/Fit

Source: Calculation Results with AMOS software

Based on table 2, the suitability testing of the research model is used to test how well the goodness of fit
level of the research model and the results of the tests presented above. Of the 8 criteria, almost all of these
criteria are in good or fit condition. There are 2 criteria, GFI and AGFI, which are in the marginal category.
Therefore, it can be concluded that the compatibility test is in good condition.

Research Hypothesis Testing

If the estimated goodness of fit structural model criteria are good, then the next step is an analysis of
structural relations (hypothesis testing) as shown in the picture of the relationship between constructs indicated
by regression weight values. To test the hypothesis in this study, an analysis of the value of Critical Ratio (CR)
and Probability (P) results of data processing was analyzed, then compared with the required statistical limits,
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which were above 2 for CR values and below 0.05 for P. If the results of the data show the value that meets these
requirements,, then the proposed research hypothesis is acceptable. In detail, the research hypothesis testing
will be discussed in stages in accordance with the hypothesis that has been proposed. In this study, seven
hypotheses were proposed which were then carried out in the following sections. The results of the tests are
presented in the following table.

Table 3 Regression Weights Structural Equation Modeling Analysis

Estimate S.E. C.R. P Label
Ps < PI .335 115 2.921 .003 par_1
Ps < TC .106 .081 1.309 191 par_3
Ps < Tr 468 101 4.645 *rx par_23
EP < TC .158 .076 2.090 .037 par_2
EP < Ps 228 .089 2.579 .010 par_4
EP < Tr 242 .099 2.453 .014 par_30
EP < PI .300 .108 2.770 .006 par_31
Source: Results of calculations with AMOS
Note:
Pl = Product Innovation
Tr = Trust
TC = Technology Capability
Ps = Partnership
EP = Export Performance

Table 3 shows the results of testing Hypothesis 1. The value of the regression coefficient (estimate) is 0.335;
the value of CR is 2.921 with a p value of 0.003. This shows that p <0.05 and the CR value is positive (CR> 2.0);
it proves that there is a significant positive effect of product innovation on partnerships. Thus, it can be concluded
that H1 is accepted. The results of this study are consistent with the majority of previous studies which explain
that product innovation affects the partnership. Product innovation is a complex activity and requires the
construction of networks that involve many people, both inside and outside the company (Nijhoff-Savvaki et al.,
(2008).

In testing Hypothesis 2, the regression coefficient (estimate) is at 0.468; the CR value is 4,645 with a p value
of 0,000. This proves that p <0.05 and the CR value is positive (CR> 2.0); it informs that there is a significant
positive influence on trust in partnerships. So it can be concluded that H2 is accepted. Trust and commitment are
the foundation for building, developing and maintaining successful cooperation between parties in a relationship
(Morgan and Hunt, 1994).

In Hypothesis 3, the regression coefficient (estimate) is 0.106; the CR value is 1.309 with a p value of 0.191.
It is proven that p> 0.05 and the CR value is positive (CR <2.0); it informs that there is no significant effect of
technology capability on the partnership. Thus, H3 is rejected. The results of this study are different from
previous studies where the majority of studies show that technology capabilities affect partnerships. Latip et al.,
(2014) stated that technology capabilities have a positive impact on the performance of partnership relationships.

In Hypothesis 4, the regression coefficient (estimate) is 0.242; the CR value is 2.453 with a p value of 0.014.
It is proven that p <0.05 and the CR value is positive (CR> 2.0); this provides information that there is a
significant positive influence between trust in export performance, and thus H4 is accepted. The results of this
study are consistent with previous studies where the majority of studies verify that trust influences export
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performance. Makovec et al., (2015), Ahamed (2015), examined the intensity of competition, trust, commitment,
and performance of export of garment products in Bangladesh. The results showed that trust influenced export
commitment and performance positively.

In Hypothesis 5, regression coefficient value (estimate) is 0.228; CR value is 2.561 with a p value of 0.010. It
is proven that p <0.05 and a positive CR value (CR> 2.0); this provides information that there is a significant
positive effect of the partnership on export performance. Thus, H5 is accepted. The finding supports some
previous studies results which showed that partnerships had a positive effect on export performance (Mohr and
Spekman, 1994; Rasela et al., 2014).

In Hypothesis 6, the regression coefficient (estimate) in the second model is 0.159; the CR value is 2.096
with a p value of 0.036. It is proven that p <0.05 and the CR value is positive (CR> 2.0); this provides information
that there is a significant positive effect of technological capability on export performance. thus, H6 is accepted.
The results of this study are consistent with previous studies where the majority of studies confirms that
technological capabilities affect export performance. This study refers to research conducted by Nakata et al.,
(2008) and Hsu (2014) which prove that information technology capabilities have a positive effect on the
business performance of a company.

In Hypothesis 7, the regression coefficient (estimate) is 0.300; the value of CR is 2.770 with a p value of
0.006. It is proven that p <0.05 and a positive CR value (CR> 2.0); this informs that there is a significant positive
effect of product innovation on export performance. Thus, H7 is accepted. The results of this study are consistent
with previous studies where the majority of studies proves that product innovation influences export performance.
Companies traditionally require absorption to improve product innovation and process performance (Cohen and
Levinthal, 1990).

SUMMARY, CONCLUSION AND RECOMMENDATIONS

Conclusion and Recommendations

The main objective of this study is to analyze and test the factors that influence the export performance of
export furniture SMEs in Jepara Regency, Central Java, Indonesia. The export performance model in this study
has succeeded in confirming the relationship between the performance of Jepara Regency furniture exports, and
the variables that shape it to improve export performance. This study reveals that product innovation, trust,
technological capabilities, and partnerships have a positive and significant effect on export performance. The
partnership variable is positively and significantly influenced by product innovation and trust factors. Meanwhile,
the technology capability variable does not affect the partnership. In addition, exports are an important element
that must be considered to improve the economic performance of a country. Therefore, one way to improve the
export performance of a country is to encourage its companies to carry out the innovation process. This study
recommends that to improve export performance, companies must foster good relations with buyers so that the
established partnership is more harmonious and sustainable.

Suggestions for Further Research

For further research, it can be analyzed the influence of independent latent variables from outside the
company that affect export performance, including: government support, technology support, business climate,
and business networking. In addition, future research can expand or take research samples on furniture export
companies throughout Indonesia that have different characteristics from export furniture companies in this study.
Further research is suggested to be able to examine other variables that affect export performance. These
variables can be new variables based on empirical findings other than the variables studied. In addition, it can
examine variables that affect the export performance that comes from external companies.
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