
CHAPTER 1 

INTRODUCTION 

1.1 Background 

In both good and bad economic periods, firms that successfully increase 

their operating efficiency are able to survive and grow. Nowadays, intense 

competition emerges in many lines of business, but small and medium firms 

apparently often lack the potential to have much of an influence on competitive 

outcome. Therefore, small and medium companies require a value proposition 

which can meet customer’s expectation to change their competitive outcome in the 

market. 

Companies address customer’s needs by putting forth a value proposition, a 

set of benefits that satisfies the needs. To develop compelling value propositions, 

business marketers need to better understand how business buyers arrive at their 

valuations. The intangible value proposition is made physical by an offering, which 

include a combination of products, services, information, and experience (Kotler, 

2012: 10). The importance of this concept for a small and developing company is 

to maximize a company’s positive differentiation over competitors in the eyes of 

its customer or target market. Furthermore, this concept is also needed for firms in 

Indonesia that use product differentiation in their product lines such as using batik 

as design. 

ShoesMaster is a shoes manufacturer which was established in 2013. Its 

product is focused on Batik shoes which are 100% handmade with good quality raw 



materials. The main product of ShoesMaster is shoes with Batik designs that include 

patterns from Java, Kalimantan, Bali, and Sumatra.  The concept behind this 

business is combining modern fashion elements and Indonesian culture. 

Batik can be classified as a craft industry. The Department of Commerce 

defines the craft industry as a part of the creative industries, because the activities 

are related to the creation, production, and distribution of products which are made 

and produced by the craftsmen from the initial design to the completion of the 

products, including handicraft items made of precious stones, natural or artificial 

fibers, leather rattan, bamboo, wood, metals (gold, silver, copper, bronze, iron), 

glass, porcelain, fabric, marble, clay, and limestone. 

However, there are some stereotypes about the use of Batik in shoes. First 

of all, Batik is still considered old-fashioned by some people. Secondly, the design 

is only suitable for clothes. As we know, many Batik shops offer only Batik clothes 

because they think Batik shoes do not suit people’s sense of fashion. Additionally, 

the price of good quality Batik clothes is considered to be pricey. Finally, there is a 

stereotype that Batik is only suitable for formal occasions. 

To answer and solve these problems, ShoesMaster makes a value 

proposition of its products. A value proposition can apply to an entire organization, 

or parts thereof, or customer accounts, or products or services (Osterwalder, 2014: 

22). Currently, the value proposition of ShoesMaster is Batik shoes with many 

features (comfortable, good material, and handmade) and affordable price. In 

addition, ShoesMaster wants to change people’s stereotypes regarding Batik, so that 

customers will consider Batik as fashionable item that can be worn in any occasion 



and is not limited only to clothes. The target market of ShoesMaster is middle high 

class women within the age range of 20-50 who live in Indonesia and have more 

than 4 million Rupiah income per-month. In 2010, the Asia Development Bank 

states that to be considered as middle high class society in Indonesia, people have 

to earn around USD 300 to USD 600 a month. 

ShoesMaster used to have a different brand called W’LYN. W’LYN 

focused on simple, elegant, and fashionable shoes with average monthly sales of 2 

million Rupiah. However, since it changed its name to ShoesMaster and changed 

the product concept, the sales and profit of the company has increased. This 

situation is somewhat interesting because the sales of the shoes that are considered 

simple, elegant, and fashionable are smaller compared to Batik shoes. 

 

Figure1.1: Sales revenue of ShoesMaster April 2014 – September 2014 

Source: Company’s processed data 

Figure 1.1 describes the sales of ShoesMaster. After the steep decrease of 

sales in June 2014, ShoesMaster’s sales bounced back up and gained an upward 

trend. This situation clearly shows the difference in ShoesMaster’s customer’s 
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perception regarding Batik shoes value and general Batik products such as clothes 

and dresses. The probable cause could be that ShoesMaster’s value proposition 

emphasized on product price, while customers preferred better quality products 

among other aspects. It suggests that ShoesMaster was unable to capture their 

customer perceived value and align the company’s value proposition accordingly. 

By knowing exactly how the customers perceive the value of ShoesMaster’s 

products, the company can evaluate the value proposition in order to keep the profit 

and sales growing. 

Poor value proposition of products will result in an unsustainable brand and 

poor sales because the product value cannot meet the customer’s perception of the 

value. Furthermore, it will discourage customers to make repeated order which will 

lead to lower sales and profit for the company. Therefore, it is important for the 

company to evaluate the value proposition of the products and align it to be more 

customer-focused. 

Based on the situations above which currently happen in the market, 

ShoesMaster’s customers are considered as interesting research objects. The main 

focus of this research is to explore how ShoesMaster’s customer perceive the value 

ShoesMaster’s products and evaluate the value proposition based on the customer’s 

perception of ShoesMaster. 

 



1.2 Research Questions 

Based on the background of the problem, this research is aimed at answering 

the following questions: 

1. How do ShoesMaster’s customers perceive the value of ShoesMaster’s 

products? 

2. What is the value proposition for Shoes Master based on the customer’s 

perceived value of ShoesMaster’s products? 

1.3 Research Purposes 

Based on the problem formulation, the purposes of this research are: 

1. To explore the influence of ShoesMaster’s customer perceived value towards 

ShoesMaster’s products. 

2. To evaluate ShoesMaster’s existing value proposition based on how the 

customers perceive the value of ShoesMaster’s products. 

1.4 Research Benefits 

The benefits of this research are: 

1. For ShoesMaster: As a clear overview on how customers perceive the value of 

Batik shoes and a tool to align the company’s value proposition to become more 

customer-focused. 

2. For the readers: As a reference material and information source regarding the 

evaluation of value proposition in business. 

3. For the researcher: As a learning tool to understand and learn about the value 

proposition related to the Batik industry. 



 


