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Abstract—This paper examines international marketing in
business practice of Czech exporting small and medium-sized
enterprises (SMEs) with regard to the strategic perspectives.
Research was focused on Czech exporting SMEs from Moravian-
Silesia region and their behavior on international markets. For
purpose of collecting data, a questionnaire was given to 262 SMEs
involved in international business. Statistics utilized in this research
included frequency, mean, percentage, and chi-square test. Data were
analyzed by Statistical Package for the Social Sciences software. The
research analysis disclosed that there is certain space for
improvement in strategic marketing especially in a marketing
research, perception of cultural and social differences, product
adaptation and usage of marketing communication tools.
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I. INTRODUCTION

ME:s are a driving force of a national and also European

economy, employment, social climate and technological
advancement. In the Czech Republic, the participation of
SMEs in employment in private sector is 70%. SMEs
represent 99.9% of the total number of business entities and
generate approximately one third of nominal HDP [1].

Micro companies (up to 10 employees) make the biggest
group of entrepreneurs. They differ mainly because of strong
connection with the entrepreneur or a family. These may also
be self-employed businessmen. They do not have sufficient
workforce to cover specialized activities connected with
expansion of their business, gathering information or a market
analysis. They are oriented and dependent on their local
market. They have problems penetrating foreign markets as
they do not have professional and financial capacity.

Small companies are considered to have 10 to 50
employees, which is the basic capital enabling to access
opportunities of the European market. Small companies fill
peripheral spheres of the market, help faster development of
weaker regions through a good knowledge of locality,
flexibility and diversity. They act against monopolization, they
fortify the competition. Small companies’ interests are
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oriented locally but they may go beyond borders to the foreign
markets.

Lastly, medium-sized enterprises have greater financial
resources. They are significantly involved in marketing
research, focusing on new technologies and have a better
bargaining position with the banks. With 50 to 250 employees
they are capable of creating specialized teams for particular
foreign markets. They have the instruments and motivation (in
the context of their potential outlets) to expand into other
markets.

Unfortunately, many of these enterprises have to deal with
apparent difficulties resulting from consequences of still
lasting effects of the economic crisis. Moreover, there is
decreasing customer’s purchasing power all over the regions
of the Czech Republic and high competition across all the
industries. Therefore, growth of international diversification is
an important strategic option for small and medium businesses
[2], [3]. Which is possible due to the internationalization of
companies? Internationalization is broadly accepted term
which refers to the process of increasing involvement in
international operations [4].

International marketing focuses on satisfying the needs and
wishes of customers in foreign markets [5], [6]. As a business
philosophy it offers a great opportunity for SMEs to succeed
in high competitive markets. On the other hand, it is much
more complex because company faces two or more sets of
uncontrollable variables originating from various countries
[7].

When any company enters a foreign market there is an
important strategic decision. There are two main possibilities
which are standardization and adaptation that could be
executed within product or promotion element of marketing
mix [8]. Another key success factors are price and distribution.
Distribution channels within countries vary considerably by
size and character [9].

Summarizing previous researches in the field, there are few
academic papers [10]-[14] focusing on both the SMEs and
international business since it had been very complicated for a
long time for SMEs to enter foreign market. Those days are
gone and thanks to development in information and
communication  technologies, internationalization and
globalization of the markets, more SMEs are active on
international markets.

II. METHODS

The methodical approach was chosen in steps from general
to special (induction reasoning). For the research purposes two
objectives were defined.
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The main aim of this research was to assess the specific
behavior of Czech small and medium-sized enterprises
operating in the foreign markets. The secondary objective was
to determine what strategic actions in the field of international
marketing (in terms of selected elements of the marketing
mix-product, distribution and marketing communication) can
strengthen small and medium businesses competitiveness.

Empirical part of the research confirmed or denied five
hypotheses which were following:

H1. Main reason for SMEs for entering foreign market is their
problems with a product on the domestic market
(saturated domestic market and competitive pressures).

H2. Less than 50% of small and medium-sized enterprises
conduct own marketing research on the market of their
interests.

H3. The most common sources of obtaining information about
foreign markets are internet databases and information
from foreign partners and customers.

H4. More than 30% of small and medium-sized enterprises
use process of adaptation in their product strategy.

H5. There is no association between the type of market
(B2B/B2C) and wusage of individual marketing
communication tools (advertising, web presentation, sales
promotion - discounts, direct marketing, leaflets, personal
selling and exhibitions).

The research was carried out during the period from March
to May 2013. As a technique of selecting a sample of
respondents was used semi-representative technique of choice
(non-exhaustive survey), which consists of selecting
respondents based on the assumption (judgment) that these
respondents meet certain requirements. The selection of
respondents was defined according to the criteria of a firm
headcount. In order to identify small and medium companies
the sample was limited according to the EU methodology as
follows: maximum headcount 250, maximum turnover €50
million or balanced sheet total €43 million. Further, only
exporting SMEs were included from Moravian-Silesian
region. The reason for choosing the region of Moravia-Silesia
was its geographic location as it borders two countries
(Slovakia republic and Poland). Another reason was that the
university where the research was conducted is located there.

Due to the type of required information and nature of the
issue, questioning method was chosen as a research method
(personal interviewing technique). For purposes of personal
interview we developed questionnaire consisted of 12
questions plus 6 additional identification questions such as
number of employees, type of business, exporting products,
ratio of exports to total sales, company name, address and
contact. Ground rules of intelligibility to respondent
(intelligible content, consistency, reasonable length) were
followed. Subsequently, students of International marketing
course were asked to collect the data. After a profound
training, students conducted personal in-office interviews with
companies’ representatives. Once students filled up
questionnaire, representatives were asked to sign the
document to prove authenticity.

A. Main Exploratory Analysis

When defining a general sample of respondents the criterion
of the size structure of the participating small and medium-
sized companies, i.e. the number of employees was used.

Therefore there are three categories:

e  Micro-entities, number of employees up to 10.
e  Small companies, number of employees up to 50.
e  Medium companies, number of employees up to 250.

TABLEI
SAMPLE DISTRIBUTION BY NUMBER OF EMPLOYEES
Symbol Number of ~ Number of Number gf
employees  respondents respondents in %
Micro-entities 0-9 57 21,76
Small companies 10-49 85 32,44
Medium Companies 50 - 250 120 45,8
Total 262 100

Sample selection was random. Therefore medium-sized
companies are heavily prevailing in the sample. On the other
hand, these are typical exporters in the SMEs category [14].
Ratio export to total sales for whole sample is 55% in average.

Machinery industry (24,81%) is the most frequent industry
represented in the sample followed by consumer goods sector
(15,65%) and steel industry (12,6%). Table II shows the rest
of the sample. There are foodstuffs, chemical, electrical,
woodworking, construction, textile and clothing and other
industries.

TABLE II
DISTRIBUTION BY INDUSTRIES FOR COMPANIES SAMPLED
Industry Number of Number o.f
respondents respondents in %

Engineering 65 24,81
Consumer 41 15,65
Metallurgy 33 12,6
Foodstuffs 24 9,16
Chemical 16 6,11
Electrical 15 5,73
Woodworking 14 5,34
Constructions 13 4,96
Textile and clothing 12 4,58
Medical 10 3,82
Paper 6 2,29
Mining 5 1,91
Leather and shoemaking 3 1,15
Energetic 2 0,76
Armament 2 0,76
Printing 1 0,38

For most frequently represented machinery industry are
typical these exported products: anchors for ships and drilling
platforms, cogwheel, material handling equipment, automation
lines, machine parts, sanitary equipment, foundry equipment,
plastic production industry, mining equipment, castings,
cranes, computer assisted machining centers, gear
manufacturing tools, alternators, starters, conveyors, elevators
and more.

Table III shows most favorite export destinations for the
SMEs sampled. Obviously, at the top of the list there are
neighbor countries (Slovakia, Poland, Germany and Austria)
followed by Russia, USA, Hungary, France, Great Britain and
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so on. All of the companies were from Moravian-Silesian
region which borders both Slovakia and Poland. Therefore our
closest neighbors are high in the table compared to national
statistics. In the bottom of the list, there are countries like
Canada, Australia, Iran, Norway and some African and Asian
countries.

TABLE III
DISTRIBUTION BY EXPORT DESTINATIONS FOR COMPANIES SAMPLED
Country Number of Number gf
respondents respondents in %

Slovak Republic 148 56,49
Poland 118 45,04
Germany 87 33,21
Austria 32 12,21
Russia 32 12,21

USA 22 8,4
Hungary 20 7,63
France 18 6,87

Great Britain 13 4,96
Asia 13 4,96
Switzerland 12 4,58
North and South America 6 2,29
Ghana 6 2,29
Others 25 9,54

During the actual existence of observed SMEs in 57% cases
the number of export destinations was increasing. Conversely,
38% of companies experienced constant development and 5%
decreasing tendency.

The most frequent reason for the entering foreign markets
are proximity of the foreign markets (54,58%), size of the
foreign market (53,82%) and increasing use of own capacities
(43,13%). Table IV shows the entire list.

TABLE IV
MOTIVES FOR ENTERING FOREIGN MARKET
Motive Number of Number qf
respondents _respondents in %
Proximity of the foreign markets 143 54,58
Size of the foreign market 141 53,82
Increasing use of own capacities 113 43,13
Perspective and thg rate of development of 104 39,69
foreign market

Unique products 87 33,21
Products problems on the domestic market 74 28,24
Favorable legislative and market conditions 23 8,78
Others 20 7,63
Use of export support governmental and 7 2.67

non-governmental institutions and agencies

Other question was directed at the perceived difference
between cultural and social environment in domestic and
foreign market. As Fig. 1 shows, most companies (55%) do
not consider that cultural and social differences are an
important factor. It is a very important factor for 10% and
moderately important for 29%. The rest (6%) said they do not
know. This perception can cause problems especially when
trying to adopt a product or a communication adaptation
strategy.

Another point of interest was marketing research since it
provides important information for manager’s strategic
decisions. Despite this fact 51% of SMEs do not conduct

international marketing research at any form. At least, 41%
sampled companies do research on selected foreign markets
and 8% do all market research.

Less
important I donot
factor know
55% 6%
Verv
important
factor
10%
oderately
important
factor
29%

Fig. 1 Perception of cultural and social differences between domestic
and export market by companies sampled

All foreign
markets
8%

None
51%

Only on selected
foreign markets
41%

Fig. 2 Marketing research approaches on foreign markets

It can be assumed that for SMEs, it is difficult from
financial, personnel and time perspective to perform own
marketing research or maintain marketing information system.
Despites this fact, companies drawn information from various
sources. Table V shows, that most frequent sources of
information are foreign partners and customers (77,86%).

TABLE V
SOURCES OF INFORMATION ABOUT FOREIGN MARKETS
Source Number of Number qf
respondents _respondents in %
Foreign partners and customers 204 77,86
Internet databases 89 33,97
Own marketing research 59 22,52
International publications and reports 35 13,36
Official foreign statistical office 18 6,87
Foreign country burea}ls, institutions and 16 6.11
agencies ’
Other sources 14 5,34
Czech bureaus, institutions and agencies 13 4,96

Unfortunately, informational support from Czech bureaus,
institutions and agencies is at the bottom of the list. This
finding raises doubts about the effectiveness of these
institutions.

B. Product, Distribution and Marketing Communications

In the area of product strategy, Fig. 3 shows that most
respondents use the sale products on foreign markets in a form
in which it is offered in the domestic market - standardization
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(62,94%).

New products for foreign

13.01%
markets A

Adaptation of domestic product
for foreign markets

Standardized products on both 62,049
domestic and foreign markets | | | ’

0% 20% 40% 60% 80%

Fig. 3 Standardization and adaptation of product on international
markets

Standardization may secure a better market results for
SMEs through lower costs and therefore gain global
competitiveness. Significantly fewer respondents (24,05%)
reported that they adapt domestic production due to the
specific conditions in the foreign market. 13,01% of
companies develop a new product

In the area of distribution strategy forms, direct distribution
(50,76%) prevails. Thus, company trades through its own
dealers or export department. Indirect distribution is typical
for 19,08% subjects and combination for 30,15%.

The largest share of the companies export is in B2B
(business-to-business) sector (40%). This finding is consistent
with sample characteristics, where companies from machinery
industry dominate. B2C (business-to-customer) sector where
products are sold for final consumption is less represented in
the sample in 30%. Eventually, the combination of B2B and
B2C is represented in 30% of businesses.

Excluding companies operating in both markets the Pearson
chi-square test was used to figure out whether and which
marketing communication tools were used by the theoretical
assumptions for different business environment. Practically,
which variables of marketing communication were
significantly associated with the market type. Table VI shows
the result of this test.

TABLE VI
RESULT OF CHI-SQUARE TEST (N = 182)

Symbol Value Minimum expected count™®
Advertising (TV, Print, Radio) 1,564 7,52
Web presentation 0,148 31,74
Sales promotion - discounts 0,532 11,27
Direct marketing 0,750 32,15
Leaflets 3,076 7,52
Personal selling 0,486 20,04
Exhibitions, trade fairs 3,168 3591

*Adjusted residuals for all cases were within interval <-2, 2>.

Clearly, personal selling is recommended to use more on
B2B markets while advertising is dominant as a tool on B2C
markets and so on. There is no statistically significant
association in the data between the type of business and
marketing communications used. Therefore it can be assumed,
that there is a certain misuse of marketing communication mix

among the SMEs sampled.

C.Verification of Hypotheses

HI1. The hypothesis is denied since main reason for SMEs for
entering a foreign market is proximity to foreign markets
(54,58%).

H2. The hypothesis is accepted since less than 50% small and
medium-sized enterprises conduct own marketing
research on the market of their interests (41%).

H3. The hypothesis is accepted since the most common source
of obtaining information about foreign markets is foreign
partners and customers (77,86%).

H4. The hypothesis is denied since less than 30% small and
medium-sized enterprises use process of adaptation in
their product strategy (24,5%).

HS. The hypothesis is accepted since there is no statistically
significant association between type of the market
(B2B/B2C) and marketing communication tools used.

III. CONCLUSION

Some of the findings could be expected — such as that the
firms export their production to the nearest neighbor’s states:
Slovakia and Poland. Another fact which could be predicted is
that firms use the electronic media (Internet) to present their
products and to communicate with their B2B or B2C
customers. Some of the outcomes point out interesting trends
— for example quite low utilization of the potential of different
forms of support and assistance (advice) from the
governmental and non-governmental institutions. The reasons
for this may be the administrative barriers for obtaining
various grants, that small and medium-sized companies are not
aware of these possibilities and even the general focus of these
projects, which could be better adapted to specific types of
businesses in certain areas of activity.

The fact that firms mostly do not accept different cultural
and social conditions at foreign markets could be evaluated
also negatively. At the same time, most respondents apply
strategy of standardization to foreign markets. Of course this
depends on the type of exported product, the destination and
the target group of customers (consumer market versus
industrial market). Since the biggest part of the output of the
addressed companies is bound for Slovak market, it is
expected that market conditions are relatively uniform with
the domestic market. Striking, however, is that in general,
companies see this issue as just a minor one, and this is not
compatible with developing their own competitiveness on
foreign markets.

From the marketing point of view it is positive that for
small and medium businesses it is crucial to focus on the
needs and wishes of customers. The small firms carry out
innumerable little innovations thanks to their fast adaptation
towards the needs of the customer. Small and medium
companies are also able to function at the peripheral areas of
the market which are not so attractive for larger companies.
On the other hand they do not pay enough attention to
acquiring information about foreign markets which may be
existentially decisive for them. More than half of the surveyed
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firms do not implement marketing research. It is likely that the
main reasons are lack of finances and lack of own skilled
workers who are able to secure marketing survey. It would be
profitable to pay more attention to this field and make sure to
investigate the market from time to time. This could be done
by cooperation on the research activities with external agency
or by using different forms of research support from
governmental and non-governmental institutions.
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