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ABSTRACT 

 

This paper aim to explore that niche marketing strategy are beneficial for smaller firms, as they dont 

have much resources for advertisement. The companies that have adopted niche marketing starategy 

are enjoying big market share. Globalization forces companies to do search for something new and 

unique which differentiate them from their competators. As normal in presence, that company stay 

long in the market whose have knowledge of customers and also offering a unique product. Most 

important the niches strategy is the knowledge of customers that drives the niche starategy, by 

understanding and serving the needs of niche market better than any other firms, and awareness of the 

customers help to safegaurd the customers loyalty. 
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1. INTRODUCTION 

This study attempts to locate the 

effect of niche marketing strategy on firm 

success in SMEs in the Peninsular 

Malaysia. It is important issue among 

multinational companies. Globalization 

implies industries to implement the niche 

marketing strategies to be competent in 

global market; it also provides 

opportunities for manufacturers to export 

their products. Niche marketing strategies 

are best known to be imagine by SMEs in 

today’s competitive environment because 

the firms have niche marketing strategies 

know more right about customers, due to 

the limited numbers of customers and can 

easily arrange their products according to 

the consumers’ needs and wants. 

Small and medium enterprises face 

many challenges in the world today 

wherein competition is mention as one 

basic challenge. This section of the 

economy is considered very vital to 

nation’s economy as it assistances in 

creating job to reduce unemployment and 

formation of new business which 

contributes to gross domestic product 

(GDP) of a country. 
[1]

 SMEs are known as 

the spine of the economy of countries and 

need to advance their organizational 

competence by formulizing their 

structures, system in order to be become 

more proficient. 
[2-4]

 SMEs contribute in 

the economic development of the 

individual nation and the same time they 

encourage the flow of trade and 

investment between different economies in 

the region. 
[5]

 SMEs make a major 

contribution to regional income, producing 

essentials goods and services, promoting 

the development of rural economies. 
[2] 

Due to their significance benefits, SMEs 

have in recent years increasingly become 

the focus of policy-makers. 
[4] 

SMEs need 
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to formulize their structure and system to 

become more competitive and enhance 

their capacity regarding market changes. 
[6] 

According to, 
[7]

 SMEs are valuable source 

of employment and future growth 

prospects for many countries across the 

globe. Therefore SMEs are known as the 

best source of job creation, reasonable 

contribution to the economic side and also 

developed the lifestyle of consumers as 

well as owners. 

Malaysian SMEs in the furniture 

industry have the potential to optimize 

contribution immensely to Malaysian 

economy. However, to survive and thrive 

in a dynamic business environment, SMEs 

have to initiate and implement their 

strategy by engaging in niche marketing 

strategy. A prominent concept of strategy-

making in strategic management and 

innovation is niche marketing. Niche 

marketing has been applied to a variety of 

industries such as: food products, wine and 

beer, retailing, tourism, fashion textile and 

apparel, airline travel, accounting services, 

health services, metropolitan regions and 

to chemical industries. 
[8]

 However, the 

niche marketing strategy in furniture 

industry had not yield any benefits to the 

company owners. 
[9]

 Further empirical and 

theoretical research is needed to determine 

the benefits of niche marketing strategy in 

SMEs. 
[10] 

However, furniture company 

owners perceived niche marketing as an 

unfavorable strategy in marketing their 

product. 
[11] 

Therefore, it is expected that 

adopting niche marketing strategy may 

enhance the success of Malaysian SMEs in 

the furniture industry. As mentioned 

above, however, the niche marketing 

literature also shows that studies did not 

explained the relationships between niche 

marketing and furniture firm success. 

Further investigation of niche marketing 

strategy and firm success factors is 

necessary. 
[10]

 

Inconclusive findings of niche 

marketing performance relationship model 

coupled with the lack of empirical study of 

this relationship within the context of 

Malaysian SMEs in the furniture industry 

call into question the previous 

understanding of niche marketing and its 

relationship with the firm success of 

SMEs. This study, therefore aimed to 

establish the niche marketing framework 

for SMEs in the Peninsular Malaysia with 

a view to improving their performance of 

furniture. 

2. Literature review-Overview of 

Malaysia’s Furniture Industry  
In Malaysia, SMEs account for more than 

96.1% of the total number of enterprises. 

They contributed 32% of the Malaysian 

Gross Domestic Product in 2008. 
[12,13]

 In 

the year 2009, the furniture sector was the 

fifth largest exports earner for the country 

and maintains its position as strong driver 

within the industry. In 2010 the furniture 

sector contributed to 3.7% of the GDP and 

3.2% of the country’s total merchandise 

exports. The furniture industry in Malaysia 

can be described as large, with 

approximately 5,870 manufacturing 

establishment. 80-90% of them are 

regarded as small and medium enterprises. 
[14]

 
Malaysia strategically positioned in 

the heart of South East Asia, offers a cost-

competitive position for investors and has 

an energetic business background. 

Technological development has become an 

important part of Malaysia’s increase as an 

industrialized nation. Malaysia is 

dedicated in providing modern day 

necessities of investors companies based in 

the country, with the help of expertise. 

Malaysia is one of the mainly 

technologically developed countries in the 

middle of industrializing nation in the 

ASEAN region with highly educated and 

productive human resources wherein offer 

abundant resources to investors. Malaysia 

has attracted more than 5,000 foreign 

companies from more than 40 countries to 
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set their business operations in the country. 
[15]

 The country is economically strong 

with unemployment rate at 2.9%, GDP 

growth rate at 6.0% as at 2014 and 

inflation at 3.2%. The Malaysian 

government has supportive policies for 

foreign investors such as attractive tax and 

other incentive, intellectual property 

protection as well as developed 

infrastructure like highways, railways and 

well-equipped seaports and airports. 

The furniture industry attracted a 

total of RM174.7m ($51.24m) in 

investment in 2009. The Malaysian 

furniture promotion council (MFPC) an 

organization under the ministry of 

Plantation Industries and Commodities is 

supporting the drive to boost the sector’s 

value in especially in export market. 
[16]

 

Malaysia is the 8
th

 largest exporter of 

furniture in the world, 3
rd

 in Asia, 2
nd

 in 

the ASEAN region and exports around 

80% of its production. 
[17]

 Despite 

numerous economic downturns, the 

industry is still supported by a strong 

global demand. While lower price Chinese 

and Vietnamese furniture pose strong 

competition, Malaysian furniture continues 

to set itself separately with original design 

that places importance on aesthetics as 

well as its good work ethics. With a 

business-friendly environment, good 

quality products and a high potential 

market, the Malaysian furniture industry is 

poised to exceed expectations and to 

continue its exponential growth. 
[18] 

As normal in presence that those 

companies are interesting to staying in the 

market for a long time in the market and 

have constant customers must offer the 

best and unique quality of products. And 

all customers are not alike, means that 

there are products which cannot be sold to 

all people and organization. Therefore it is 

important that companies adopt 

uniqueness in their businesses and product 

to the customer’s requirements in order to 

obtain in competitive advantage and 

succeed in the market. So organization 

must create unique offerings that is valued 

by their customers and is not available by 

the competitor’s side in order to attract 

customers. 

Recent changes in the business 

environment have compelled firms to 

search for new strategies to compete in the 

market has become an important strategy 

especially in multinationals companies but 

SMEs can’t stay away from adopting new 

strategies. 
[19]

 One way to attract customers 

is niche (target) marketing. Niche 

marketing themselves from the niche 

marketing. 
[20]

 No company can please 

everybody, but more significantly how to 

choose the customers and target them. 

Innovation enables firms to create value 

wile niche marketing helps the companies 

to capture that value (firm success). 
[21]

 By 

segmenting and targeting the market firms 

may able to figure out its niche and the 

organization can enhanced vary design, 

price, communicate to satisfy target 

market and the organization can reproduce 

better competitors’ marketing. 

Organization that sells their products to a 

segmented group or subgroup will be 

charming; they will be extra competent 

since they know more accurately about 

consumers’ necessities and desires. Niche 

marketing is known as focus marketing, 

target marketing, concentrated marketing 

and regional marketing. 
[22]

 Niche 

marketing is commonly put forward by 

theorists and practitioners alike as a 

possible for success for small producers. 

Therefore success in today’s 

aggressive market is firm increasingly on 

identifying a right product for right place 

and right customers. The companies have 

to analyze the opportunities and find a 

right way to potential niche marketing. 

4. Niche marketing strategy 
Many times a market, business or personal 

event forces producers to make important 

decisions about the future direction of their 

business operation. Ever-changing 

customer needs and intense competition 

makes it crucial for companies to find 
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new, creative ways to attract and retain 

customers. Marketing in the age of 

diversity means “changing company 

structure as large corporations continue (to 

become niche marketers) to compete with 

smaller niche player (who) expert at their 

markets. 
[23]

 The authors further explains 

that think of niche marketing as the 

splitting of traditional markets into smaller 

segment and then planning distinct 

marketing programs for each of these 

niches. The literature recognizes niche 

marketing as primarily a defensive strategy 

which is more successful when the firm is 

able to implement a strategic initiative to 

reduce competition in the market place. 

Marketing strategy is the outcome of a 

firm’s segmentation, targeting, and 

positioning choices (STP process) at the 

level of the Strategic Business Unit. 
[24]

 

Firms prefer to specialize and adapt their 

production to the needs of narrow markets, 

and emphasizing the importance of 

territory, appellation and geographical 

identity to increase product quality. This 

latter approach, typically characterized by 

specialization, constricted markets and 

long term relationship, is often termed as 

niche marketing strategy. 
[10,25]

 

Niche marketing strategy has been 

applied to a variety of industries, products 

and services over the last decade, such as 

food products, wine and beer, retailing, 

tourism, airline travel, fashion textile and 

apparel, 
[9,26]

 Chemical industry, banking 

and to accounting services. 
[9]

 The main 

advantages of niche marketing is that the 

firm has a much smaller customer base, 

and therefore gets to know the customer 

very well, which makes the company 

much more able to satisfy the customer 

and in the process build loyalty and the 

potential for additional sales. 
[27]

 Niche 

marketing strategy can be attained by 

concentrating on a particular buyer group, 

segment of the product line or geographic. 
[28]

 The author further added that niche 

marketing strategy can be working for the 

following reasons: to avoid 

competition/confrontation with larger 

entrants, to dedicate its energy to serving a 

unique market, to boost on an opportunity, 

and survival. Most important the niche 

strategy is the knowledge of customer that 

drives the niche strategy; by understanding 

and serving the needs of niche market 

better than any other firms, awareness of 

the customers helps to safeguard the 

customers’ loyalty. 
[29] 

 

CONCLUSION 

The furniture SMEs are shown to 

have potential to contribute to Malaysia’s 

economy, however, lack of strategic 

framework to enable them achieve this 

goal have been identified. Niche marketing 

strategy is one of the strategies 

successfully used in other industries to 

gain market penetration. This study 

recommends the adoption of niche 

marketing strategy by the furniture SMEs 

operating in Peninsular Malaysia in order 

to achieve market share and contribute to 

Malaysia’s economy in general. 
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