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Abstract- Thclhsmelll and medium enterprises (SMEs)
category of the cocoa processing industry as an
organization 1s required to always improve its
performance. One of the aspects that need to get the main
attention is improving the performance of lheLcust()mer
perspective. This is especially important because it ‘s
related to customer satisfaction which is the main
requirement in increasing product competitiveness in
market share. In connection with this, it was determined
that this study aims to develop the level of strategy needed
to improve performance sustainably in the SME-scale
cocoa processing industry. The method used in this
research is the Interpretive Structural Modeling (ISM)
method. The results of this study found that there are 13
strategies to improve the performance of lhci customer
perspective, namely there are 6 dependent strategies. 2
linkage strategies, and 6 independent strategies. The
finding independent factor strategy is a strategy that has a
strong driving force towards performance improvement
strategies which include product quality improvement (S;),
customer service quality improvement (S;), product
innovation strategy implementation (Sg), appropriate
promotion and information technology-based (Sq), product
development (S;3) and diversification of information
technology-based marketing media (S;4).

Keywords: Strategy, performance, ISM, cocoa industry,
SME:s.

1. INTRODUCTION

In 2019 the province of South Sulawesi was the third
largest cocda bean producer in Indonesia with a production
of 1 18._??51 tonnes [1]. Although this area is a producer of
cocoa beans, there are still fundamental problems that need
attention, namely the low added value of cocoa beans
produced by the community because most of them are sold
in the form of beans with low quality and price. This fact
has encouraged community groups in scvcralﬂ cocoa-
producing regions to develop small and medidm-scale
cocoa processing industries (SMEs). The existence of a
SMEs scale industry is very important to encourage
economic growth because on a global scale, it is estimated
that it will contribute to the national economy of a country
and 80% of it contributes to world economic growth. The

existence of the cocoa industry on eut SME scale is
something that needs attention because this business group
has been able to survive despite the economic crisis. The
SMEs scale industry also plays an important and strategic
role in regional and national economic growth [2]. Based
on the consideration of the important role of SMEs, efforts
are needed to increase their performance and productivity.
The existence of a SMEs-scale cocoa processing industry
in cocoa-producing centers in South Sulawesi is one of the
efforts that can support the increase in the economic value
added to cocoa beans. The establishment of the cocoa
industry is expected to carry out the processing process to
produce processed cocoa products such as cocoa butter,
cocoa paste, cocoa powder, and several types of derivative
products.

The factors that need to be given main attention in the
operational activities of the SME-scale cocoa industry in
South Sulawesi are increasing competitiveness and
performance to be able to achieve high levels of
productivity. One important aspect that needs to be
improved is the industry's performance in increasing
product sales volume. Efforts to increase sales volume are
closely related to the ability of an industry to expand
market share through a strategy of increasing the number
of customers and customer satisfaction. The customer
value aspect 1s one of the important prerequisites that can
determine the success of an industrial company in the
future because the customer perspective is one of the
factors that can significantly influence the performance of
industrial companies. [3]. In this regard, to encourage
performance improvement and productivity in the cocoa
processing industry, a strategy to improve performance
from the customer's perspective is urgently needed. The
strategy for increasing the value of performance from the
customer perspective is especially important to be studied
in a structured manner to justify the elements of the
strategy that have a strong driving force in improving
performance. In connection with the importance of a
performance improvement strategy, the main objective of
this study is to formulate and design a structural model of
a performance improvement strategy from a customer
perspective for the SMEs-scale cocoa processing industry.
In connection with the research objectives, the method
approach used in designing the structural model of the




performance improvement strategy is the Interpretive
Structural Modeling method. Considerations for the use of
the ISM method are based on several series of previous
studies that examine strategies that are oriented towards
improving performance in SME-scale industries using the
ISM approach [4]. The ISM method approach in research
is directed at justifying strategic elements that have a
strong driving force and strategic elements that have a
weak thrust. What is used in determining the priority scale
of the strategy to be implemented to improve performance
on an ongoing basis is the result of ISM analysis.

2. MATERIAL AND METHOD
The series of research methods used in determining the
formulation and model for structuring the performance
improvement strategy is as follows:

2.1 Determination of research samples

The population in this study are people who have been
customers of the SME-scale cocoa processing industry in
South Sulawesi. Determination of the sample based on the
purposive sampling technique approach by determining
predetermined criteria. The main criteria for respondents
in this study are people who understand the products of the
cocoa processing industry and people who have
knowledge related to processed cocoa products and
understand the situation and conditions of consumers of
processed cocoa products. Especially for the application of
the ISM method in the analysis of the level of performance
improvement strategy structuring, expert respondents are
needed.

2.2 Data collection

Dmﬂ\% collected through literature studies,
interviews, amd - questionnaires. There are 2 types of

questionnaires used. Questionnaire 1 is used to identify
and justify the required strategy formulation using a Likert
scale in the assessment of the established strategy
formulation. Questionnaire 2 is used to apply the ISM
method in structuring the performance improvement
strategy.

2.3 Stages of data processing
2.3.1 Determination of the formulation of a performance
improvement strategy

The stages of data processing to determine the
formulation of performance improvement strategies from
the customer perspective are using descriptive statistical
method approaches. The descriptive approach to the
average method is carried out after the data collected has
been declared valid and reliable. Descriptive statistical
methods based on the weighted average value have been
used by previous researchers [5-6]

2.3.2 Stages of structuring the level of performsz
improvement strategies
The logical steps for implementing
were developed by referring to the-tesults of previous
research  [7-8]) The logical st€ps can be described as
follows:
1. Conduct a literature review and survey involving
expert respondents to determine the elements of a

customer perspective performance improvement
strategy in the SME-scale cocoa processing industry.

2. For ISM modeling, it is carried out in the second stage,
namely building contextual relationships between
elements.

3. Prepare a single structured interaction matrix
(Structural Self-Interaction Matrix / SSIM). SSIM aims
to represent the assessment of expert respondents
regarding the relationship between elements. The type
of relationship between the two elements is assessed
using four symbols as described below:

V: Represents the relationship between elements Ei
and Ej, and not vice versa

A: Represents the relationship of the elements Ej with
Ei, and not vice versa

X: Is an interrelationship between Ei and Ej, and vice
versa

O: It is a symbol that Ei and Ej are not related

4. Prepare the Reachability Matrix (RM). At this stage,
the SSIM symbol is changed to a binary matrix. SSIM
to RM conversion steps is carried out using the
following rules:

Elements Eij=1 and Eji=0 if in SSIM there is a
relationship between Ei and Ej=V

Elements Eij=0 and Eji=1 if in SSIM there is a
relationship between Ei and Ej=:

Elements Eij=1 and Eji=1 if ih SSIM there is a
relationship between Ei and Ej=X

5. Determine the classification of elements of the
customer perspective  performance improvement
strategy into 4 parts, namely autonomous strategies,
dependent  strategies, linkage strategies, and
independent strategies.

6. Define the elements of the strategy at different levels
in the form of an ISM structural model. At this stage,

lhct;;w) sets of elements Ei of the system are connected.

Atlthis stage Reachability set (Rif) is formed. Riis the
set of elements achieved (Ei), artd the Antecedént set
(Ad)

7. Provide preparation digraphs through Canonical's
preparation matrix phases by grouping elements at the
same level in matrix development.

8. Develop a Directional Graph concept, which is a graph
that provides an overview of the elements of the
strategy that are related to each other, and hierarchical
levels.

9. Interpretive Structural Model Development Stage of
performance  improvement strategy from  the
perspective of customers in the SME-scale cocoa
processing industry.

3. RESULTS AND DISCUSSION
3.1 Determining the formulation of a customer perspective
performance improvement strategy.

Based on the description of previous research literature
studies regarding the determination of Key Performance
Indicators Based on the description of previous research
literature studies regarding the determination of Key
Performance Indicators (KPIs) needed for the customer
aspect of the SME-scale cocoa processing industry [9], this




study developed a KPI-based performance improvement
strategy. The formulation of a performance improvement
strategy from a customer perspective (S) was determined
based on the justification from the literature review and the
assessment of 75 expert respondents. The assessment of
expertrespondents regarding the level of importance of the
proposed strategy uses 5 scales, namely 1 = not really
needed, 2 = not needed. 3 = not needed. 4 =needed. and 5
=really needed. The results of determining the formulation
of a customer perspective performance improvement
strategy in the SME-scale cocoa processing industry are
shown in Table 1.

Table 1. Performance improvement strates=yformulation

No| | __————strafegy fomulation Code
1 U] Produet quality improve ment S
2 Improved customer service quality S
3 Proper market segmentation S
4 Appropriate pricing of products Ss
5 Application of proper marketing communication Ss
6 Customer relationship development Sa
7 Differentiation of Processed Cocoa Products S7
8 Product innovation strategy Ss
9 Use of information technology in the promotion Sa
10 On-time product delivery Si
11 Application of the right product distribution channel Su
12 Information technology-based communication S
13 Development of processed cocoa products Si
14 Marketing di\.'cr:alificatiml with Information S

Technology media

The results of the assessment have justified that thj
14 strategic formulations are needed as a performanc
improvement strategy. This is shown by the assessment of
expert respondents who produce an average weight value
of 14 strategic formulations greater than 4.0 as shown in
Figure 1] This shows that all 14 strategic formulas from a
customet perspective (S) are needed.

-x:~

Strategy formulation

4.50
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Figure 1. The strategic weight value is required from the
customer's perspective.

Weight

Sl |—————

The results of the assessment of the 14 levels of need for
the strategy formulation and the level of accuracy are also
strengthened by testing the validity and reliability of the
results of the assessment data L)This is the basis for
ensuring that the data from the respondents' assessments is
declared valid, reliable, and accountable. The results of the

data validity test showed that the 1 coun > r ubie value was
shown in Table 2.
Table 2. Data Validity Test Results

No. Code e 1 yatie Results
1 S 0.359 0.226 Valid
2 S 0.416 0.226 Valid
3 Ss 0.402 0.226 Valid
4 Sa 0.359 0.226 Valid
5 L 0.400 0.226 Valid
6 Se 0.333 0.226 Valid
7 S; 0.509 0.226 Valid
8 Ss 0.468 0.226 Valid
9 Sa 0.488 0.226 Valid
10 Su 0.555 0.226 Valid
11 Su 0.444 0.226 Valid
12 Si 0.323 0.226 Valid
13 Sis 0.467 0.226 Valid
14 Su 0.364 0.226 Valid

To strengthen the level of trust in the results of data
processing for the level of need for performance
improvement strategy formulation, a data reliability test
was carried out as shown in Table 3. The results of the data
reliability test also showed a Cronbach's Alpha value of
0.741. The research instrument is reliable if Cronbach's
Alpha value is > 0.60 [10]. This shows that the results of
this reliability test are considered reliable because the
value of Cronbach's Alpha is greater than 0.60. In this
regard, it can be stated that the statements related to tth]I4
strategic formulations in the research instrument
reliable or consistent and can be trusted.

Table 3. Data Reliability Test Results
Reliability StatistiS
Cronbach's Alpha [ N of items
0.741 | 4

32 Design a model for structuring the performance
improvement strategy customer's perspective.

By paying attention to the formulation of the customer
perspective strategy set out in Table 1, a performance
improvement strategy structuring model can be compiled
using the Interpretative Structural Modeling (ISM)
method. In applying the ISM method, the strategy
formulation was developed through a literature review and
the opinions of expert respondents.

Identification of contextual relationships between
elements of the performance improvement strategy
formulation from the customer perspective is compiled
into SSIM, then a Reachability Matrix is developed. To
carry out a strategic analysis that affects improving the
performance of the customer perspective in the SME-scale
cocoa processing industry, 14 strategic formulations were
determined as shown in Table 1. The strategy elements
were determined based on literature studies and
brainstorming with expert respondents. The stages of
developing the ISM model for the elements of
performance improvement strategy from the customer
perspective can be described as follows:




3.2.1 Compilation SSIM

Based on the results of the respondents' assessment
through a questionnaire instrument, the SSIM matrix was
prepared as the initial stage of the ISM method analysis.

The results of the assessment of contextual relationships
between elements of performance improvement strategies
from the customer's perspective can be seen in Table 4.

Table 4. Structural Self-Interaction Matrix

3.2.4The preparation steps for the Reacgh:
Reachability Matrix (RM) ca

SSIM changes by substituting the ¥ ol, A symbol, X

symbol, and O symbol. | Substigation for SSIM is either 0

or 1 in RM. The initial RM can be made based on the

conditions in the substitution as follows:

1. Enter (], j) in the form of number 1 and (j, §) number 0
in RM # the sign on SSIM is V

2. Enter (i, ) in the form of number 0 and (j, ) number 1
in RM #f the mark on SSIM is A

3. Enter (i j) in the form of number 1 and (j, {) number 1

Element Element 10-j
to-i S: | S Sz [Sui [Sw [Ss Ss S, Ss S: S, S S, s]
= X X vV v v vV v vV v | v v | ‘ .
S X X v v v v vV | Vv v VoW v | R 2=
o Al £ A X B £ A A [:d X L2
o £ J X i A X v X
o = X vV -y X
e =y X X 3
Sy W=y Vv Vv X
S ‘ V=1 Vv v X |
_s\l Al v A v
3
Siy
Si2 Al A
oh X |
S 14

4. Enter (} j) in the form of number 0 and (j, i number 0
in RM if the sign on SSIM is through the application of
the transitivity concept, the initial reachability matrix
can be changed to the final reachability matrix. The
concept of transitivity can be applied if there is a
contextual relationship meaning condition such as Al
is related to B1,B1 is related to C1, then Al is related
to Cl. In the process of assessing the contextual
relationship in Table 4, no transitivity conditions were
found, so it was continued with the preparation of the
final reachability matrix as shown in Table 5.

in RM #f the sign on SSIM is X
Table 5. Final Reachability Matrix

S S S5 S, Ss Sa S Ss Sq Si Su Siz Siv | S DP R
S 1 1 1 1 1 1 1 1 1 1 1 1 1 1 14 1
Sz 1 1 1 1 1 1 1 1 1 1 1 1 1 1 14 1
S5 0 0 1 1 1 1 0 0 0 1 1 0 0 0 6 7
S 0 0 1 1 1 1 1 0 0 1 1 1 0 0 8 5
Ss 0 0 1 1 1 1 0 0 0 1 1 1 0 0 7 6
S 0 0 1 0 1 1 0 0 0 1 1 1 0 0 6 7
S 0 0 1 1 1 1 1 1 1 1 1 1 0 0 10 4
Ss 0 0 1 1 1 1 1 1 1 1 1 1 1 1 12 2
Ss 0 0 1 1 1 1 1 1 1 1 1 1 1 0 11 3
S 0 0 1 0 0 1 0 0 0 1 1 0 0 0 4 8
Su 0 0 1 1 1 1 0 0 0 1 1 1 0 0 7 6
Sz 0 0 1 1 1 1 0 0 0 1 1 1 0 0 7 6
Sis 1 1 1 1 1 1 1 1 1 1 1 1 1 1 14 1
Sis 1 1 1 1 1 1 1 1 1 1 1 1 1 1 14 1
D 4 4 14 12 13 14 8 7 7 14 14 12 5 4
H 1 1 7 5 6 7 4 2 3 8 6 6 1A

Note: D=Dependence; H=Hierarchy; DP= Driven Power; R = Ranking

Source: Questionnaire data processing

3.2.3 Partition Level
At this stage, each element of the strategy is formed by an
intersection set, the reachability set, and the antecedent se‘tJ
The factor which has the same intersection set an
reachability|set is level 1 in the ISM hierarchy. After level
1 is identified. this factor is removed, and then it is
continued with the next iteration. In the initial iteration
process, elements of the strategy for product delivery on
time (Syy) are obtained. In the second iteration, elements of

the right market segmentation strategy are obtained (S;).
As it was obtained strategies to improve product
uality 1), improve customer service quality (S,),
product development (Si3), and diversify information
technology-based marketing media (Sy4) is the result of the
last iteration with a level 8 position. The number of
iteration processes in the analysis is 7, the results are
summarized in Table 6.




Table 6. Summary of partition levels for all initial iterations of strategy formulation

Element |Reachability Antecedent Intersection Level
Su 5586810811 | 51.52555:8556.57.85.50.510.51.512.513.81 | 53.56.5mw0.5u 1
Ss 5485 51525585 57 5:.80.512.5:.514 S54.5: 2
Ss S 51.52.87.8: 80.812.5:3.514 S 3
Ss S 51,5287 8: 50 8:2.5:3.514 S 3
Su Si 5153, 85.57.52.50.512.513.51 S 3
Siz S 5155, 85.5:.55.50.512.515.81 S 3
Sy S, 51.52.5:8: 80535, S, 4
S; 5:.8q 51.82,5¢.80 58,5814 S:.5q 5
So Siz 5152858 S 6
Ss Su 515251 Su 7
5 sIs; 5.5: 5.1.5: 8
52 ~slSs $..5; 5.5: 8
Siz 5..5: 5.5 51.5; b
Sis 5.8, 5.8, 5..5: 8

Based on the level of elements in Table 4, a structural
model of a performance improvement strategy can be
made from a customer perspective based on a conical
matrix. The ISM model is used to demonstrate
performance improvement strategies. The strategy
elements at level 1 are placed in the top position and the
strategy elements at level 8 are placed at the bottom. The
ISM model is shown in Figure 2.
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Figure 2. ISM Model Strategy to Deliver Customer
Perspective Performance

Based on Figure 2, ISM verification is carried out using
the Matrice d'Impacts Croises-Multiplication Appligiie ar
Classement (MICMAC) analysis. The results of the IS
analysis using MICMAC are shown in Figure 3. Based on
the results of thg MICMAC analysis, elements of
performance impro¥ement strategies from the customer
perspective  for the SME-scale cocoa industry are
classified into four categories, namely: autonomous

factors (sector 1), dcpcndc[l:i‘barricr (sector II), linkage
factors (sector I11) and independent factors (sector TV).
Sector II consists of strategic elements that have a strong
dependence but weak driving power. Strategies in this
sector include strategies Ss, Ss, Sq, S7, and Sy;. Sector [T is
a strategic link between lhi strategies in sector II and
sector IV which have a strong dependence on and driving
power. Strategic elements in this sector include SP11 and
SP12. Sector IV contains a strategy element that has a low
level of dependence but has a strong driving power. The
strategic elements in this sector include the S, S;, Sg, So.
Si3, and Si4 strategies.

The ISM model in Figure 2 shows that there are 8
levels of strategy structuring needed to improve the
performance. The strategy group that is included in the
sector (quadrant) II includes 6 strategies atlevel 1, level 2,
and level 3 which include strategies Ss, Ss, Sg, Sio, S11, and
Siz. At the strategic level, it illustrates that the right market
segmentation strategy is the main driver of the realization
of the right product delivery process. To support the
realization of the right market segmentation, a marketing
communication system (Ss) driving strategy is needed,
gnmi relationship with customers (Ss), product delivery
accutacy (Sya), distribution channel accuracy (Sy;), and
application of information technology in communication
(S12). The strategy in this sector can be influenced by the
driving strategy in sector III and sector IV. Market
segmentation needs to be carried out in the SME-scale
cocoa industry because market segmentation is important
and can be a product marketing service strategy for
customer satisfaction [8]. Communication strategies also
need to be developed because the effectiveness of
marketing communications can increase customer loyalty
[9]. Effective marketing communication needs to be
developed to increase customer loyalty. Customer
relationships need attention to be developed because this
is related to customer response, brand development,
customer support, response to prices, and brand
preferences [10]. The application of information
technology (IT) based marketing communications is a
strategy for improving the performance of the customer
perspective. The application of information technology
can increase the company's speed in facing competitors
which can improve company performance [11]. This is in
line with research findings which state that the use of IT




such as internet services can improve performance from a
customer perspective [12]. Distribution channels are a
strategy that needs to be considered if the cocoa processing

industry has a clear market share because distribution
channels can affect the effectiveness of product sales [13].

14 1:'[42' 13
13
12 a
11 Sector IV (Independent factors) 9 Sector [1I (Linkage factors)
10 7
9
: 8 4
£
g 7 12 5 1
;’:E J 63
5
4 Sector [ (Autonomous factors) Sector II (Dependent barrier) 10
3
2
1
1 2 3 4 5 6 | 8 9 10 11 12 13 14
Dependence Power
Figure 3. The results of the ISM analysis using MICMAC
Strategies that are in the sector III position include the The strategy in sector] IV occupies positions el 7 and

right product pricing strategy (S4) and the cocoa product
differentiation strategy (S7). These two strategies are at
level 4 and level 5 in the ISM model, respectively.
Strategies are in the category of hook strategy factors that
have a large dependency and driver power so they play an
important role in efforts to improve performance. The
product price factor of the cocoa industry is also a factor
that can influence the purchase motivation of customers,
50 it needs to be determined appropriately. Pricing needs
to consider the aspects of faimess and focus on customers
[14] because this can be a strategy to increase product
demand from consumers [15]. Product pricing should be
determined appropriately as this is one of the key factors
in business success. Incorrect pricing has the potential to
be one of the causes of the failure of a business venture
[16]. Concerning efforts to improve performance in the
small cocoa processing industry, it is necessary to
determine the penetration price, because this can have an
impact on the number of customers, customer loyalty, and
quality of customer service [17]. Product differentiation
can have an impact on the stability of increasing the
number of customers in an industry and can affect
marketing performance [18]. Differentiation, based on
nmrkcll and technological innovation, drives the output of
brand | performance [19] and the slightest product
differentiation steps taken in an industrial organization
show the fact that it can have an impact on organizational
performance [20]. The differentiation strategy 1s a viable
strate gy option to be used as a tool to achieve a competitive
advantage. The strategy in seclmlIV is the strategy that has
the greatest driving force to realize performance
improvements in the SME scale cocoa processing industry.

level 8 in the design of'the ISM model. Strategies tivht enter
sector IV which~ v greatest potential include
improving product quality (S;) improving customer
service quality (S:), implementing product innovation
strategies  (Sg), proper promotion and information
technology-based (Sq), product development (S;z), and
diversification of information technology -based marketing
media (S14). The implementation of a strategy to improve
the quality of processed cocoa products at the scale of
SMEs is an especially important factor to improve the
performance of customer aspects because this can increase
customer satisfaction and customer loyalty [21]. Customer
satisfaction and loyalty is a requirement to improve the
performance of lhelcusl()mer perspective, so the strategy
that aims to achievé this must be implemented. Improving
product quality through the application of quality
standardization, continuous  quality control, and
implementation of lhct Good Manufacturing Process
(GMP) is a strategic activity that must be carried out.

The strategy to improve the quality of customer service
is an important factor for improving performance from a
customer perspective because this strategy has a positive
impact on customer satisfaction and loyalty [22]. This
strategy can be applied through sales service activities to
meet demand, adopting ways to overcome customer
complaints, and building communication with customers.
Product innovation strategy is applied to design new
products that have differences from previous products or
are the result of product improvements. Consumers in
choosing products based on the criteria of added value or
advantages compared to other similar products. This is the

basis for the main considerations that an innovation




strategy needs to be applied to the cocoa processing
industry because product innovation is the right strategy to
increase competitiveness. An innovation strategy based on
customer expectations can increase customer interest in an
innovative product so that it can contribute to company
performance [23]. Innovation strategy is especially
important to improve the petformance of the cocoa
processing industry. This is relevant to the research
findings which state that product innovation can affect the
improvement of product innovation performance and the
performance of SME-scale industries [24-25]. The
innovation strategy also needs to consider aspects of value
engineering because this is a powerful tool for maintaining
quality and producing the best products at the lowest cost
[26]. An information technology-based promotion strategy
is an important thing to introduce processed cocoa
products to consumers. Promotion through the application
of information technology is effective in expanding and
accelerating the reach of promotion because promotion
through information technology has the potential to reach
more customers and introduce products faster [27].

4. CONCLUSIONS

Based on the results of data processing and
discussion analysis, it can be concluded that it was found
that there were 14 strategy formulations needed to improve
performance. The formulation of the defined strategy was
developed into 8 levels of structuring performance
improvement strategies for the SME scale cocoa
processing industry. The strategy groups are classified into
three categories of strategies needed to improve
performance, namely the barrier-dependent strategy
element group, the environmental strategy element group,
and the independent strategy element group. The
dependent barrier strategy consists of strategies related to
the feasibility of implementing market segmentation, the
right application of marketing communication systems
based on the application of information technology,
building good relationships with customers, and
implementing the right product delivery system. The
linkage strategy is a linking strategy between the
dependent strategy and the independent strategy of its
application through the implementation of product
differentiation and price adjustments for processed cocoa
products. An independent strategy is a strategy that has the
strongest driving power in driving increased performance.
This strategy includes the implementation of strategic
elements that include strategies to improve product
quality, improve customer service quality, pmces.j
development, and product innovation, implemen
appropriate promotional methods, and diversify marketing
based on information technology.
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