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ABSTRACT OF THESIS

THE IMPACT OF PERCEIVED BARRIERS TO EXPORT:
AN ANALYSIS OF KENTUCKY AGRICULTURAL AND FOOD PROCISSING
FIRMS

As intra-industry trade increases in U.S. agrigaltand food processing industries,
the historical agricultural trade surplus is tighitey. In efforts to maintain the trade
surplus a focus has shifted towards the promotf@gocultural and processed food
exports among small and medium sized firms. Tiidysintends to identify and evaluate
the potential for exports among small to mediunediagricultural and food processing
firms in Kentucky through a collection of surveytala The objectives of this thesis are to
identify the state’s product marketing opportusitsad product specifications for
international exports while identifying transacti@guirements for potential exports. An
analysis of the constraints and challenges facddyg in the decision to export reveals
rational behavior among small to medium agricultaral food processing firms in
Kentucky.

Binary logistic regression analysis is used tanithe the impact of firm
characteristics, perceived marketing conditionsiaf@mation constraints, and financial
aspects on a firm’s decision to export. A secayi Iregression analyzes the impact on a
non-exporting firm’s interest in international matkg opportunities. The lack of
international market information, financial congtia, and risk are found to be
significant factors in the decision to export antkrest in foreign marketing.

KEYWORDS: International Marketing, Export Barriégribusiness, Logistic
Regression, Cross Tabulation
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Chapter 1
INTRODUCTION

1.1 International Trade Overview

The structure of the food and fiber industry hlaanged significantly in recent
years as changes in technology have promoted gtakiah in the industry.
Technological advances in communication and tramapon have reduced transaction
costs, improving the ease of access to marketsdrite world. Consequently,
international trade in agriculture increased fngt25% in the 1990s, followed by a
significant global trade boom of 50% growth fronDRGo 2006. Over 60% of that
growth is contributed to market access in develpgiountries (Gehlher and Dohiman,
2009). Overall, the United States operates ia@ettbalance deficit, yet agriculture has
historically benefited from a trade surplus. Inaet years, however, the agriculture and
food processing industries have experienced materere intra-industry trade: the
simultaneous import and export of goods withinradustry by one country (Henderson,
1996).

Increased intra-industry trade is tightening thecagfural trade balance,
decreasing the agriculture and food processingtsadplus. The agricultural trade
surplus fell from an unprecedented $27.3 billiod®96 to $10.5 billion in 2003, with
U.S. agricultural imports increasing by over $1tHdn in that time (Jerardo, 2004). In
efforts to maintain the agricultural trade surpdmsong such growth in agricultural
imports, a national focus has shifted towards edpamotion and assistance programs
in the industry.

The majority of U.S. agricultural exports are baliicultural commodities,

specifically grains. In the 1970s and 1980s preegdood exports grew, but then slowed



in the mid-1990s. In 2002, 6% of processed fodelssaere international, compared to
16% of bulk agricultural commodities. The U.S.gssed food market is involved
internationally mainly through foreign direct integent (FDI) rather than product
exports; sales through FDI in 2002 were five tigemsater than export sales: $150 billion
and $30 billion, respectively. FDI creates anetfibr firms to more effectively meet the
needs of local consumer preferences (Regmi anch@el005).

While larger food processing firms have the cagaoitengage in foreign direct
investment, smaller firms seeking international@abften choose to become involved
through exports. Exports are often the first step firm’s global strategy, requiring less
financial capital than other internationalizaticwgesses such as FDI. Intellectual capital
such as business strategies, product innovatiahsapportive public policy are
becoming increasingly important as the foundatmmriternational competitive
advantage. Small firms can capitalize on humaglletdt assets and decision making
abilities to gain a competitive edge in foreign keds (Hendersoret al, 1996).
Recognizing changes in internationalization, MidhHarter, 1986, redefined global
strategy as attempts by a firm to increase itsajlobmpetitiveness through a mix of
“configuration,” the location where firm activitpkes place, and “coordination,” the way
different activities in different countries areatdd (Aliber and Click, 1993). Improved
technology has further facilitated global coordioatalong the value chain. Following
this model, smaller food processing and agricultur&. firms could exploit larger firms’
global competitiveness by participating in actesticontributing to global coordination.

The current global recession raises questiongwatdity of a focus on export

promotion. The United States agricultural expoetsched a peak of over $115 Billion in



FY 2008, but are projected to decline by almost B&itbn in 2009 due to the economic
downturn. With bulk commodities leading U.S. agliaral exports, high world
commodity prices were likely key to the recent pgakxports; however with the current
economic situation the trend of continuously insreg@ exports has reached its end. In
2008, 65% of the U.S. agricultural export markegsendeveloping countries, explaining
the volatility of U.S. exports to economic downtsi(@Gehlher and Dohlman, 2009).
While agricultural imports are still rising, thercent economic situation has slowed that
growth. As a result, total world trade is expedi@decline by 6% in 2009. Credit
constraints and exchange rate volatility have irntgghglobal commerce the most during
the current recession, increasing transaction @dstgernational sales and marketing.
The trade slowdown is predicted to be short-teroydver and is expected to return to a
state of growth and sustainability by 2011(Geh#readt Dohlman, 2009). While
exporting may not currently be a viable optionfians, this can serve as an appropriate

time for international marketing research and pilagn

1.2 Kentucky in the Global Marketplace

At the state-level, Kentucky actively participateshe international marketplace.
The state of Kentucky has attracted foreign dimatstments (FDI), especially from
Japan, and has successfully increased both itstexquad its number of exporting firms.
With 5.2% of total employment stemming from FDI, stlg in the manufacturing sector,
Kentucky ranks above the national average, 4% gii@ment by FDI (Kentucky World
Trade Center). Between 2000 and 2008, Kentuckésesof U.S. exports increased
from 1.1 percent to 1.5 percent of national expoktentucky ranked 283among the 50

states in 2008 in total exports, with $19.1 Billiortotal exports to foreign countries; the



state ranks'®out of the 50 states in exports per capita (Keotu@abinet for Economic
Development, 2009). The majority, 96%, of Kentuslgxports is attributed to
manufactured goods. Agricultural products accodifbe 2%, $296 million, in 2007
exports (Kentucky World Trade Center). Based ol@&\codes, some of the
commonwealth’s leading value-added food and agticelproducts (i.e. distilled spirits)
are included in the manufactured products stasigfentucky Cabinet for Economic
Development, 2009).

Kentucky’s foreign markets include 177 countriean&da, France, Mexico, and
Japan are the state’s leading trade partners,atdsgy (Kentucky World Trade Center,
2009). The Commonwealth of Kentucky is among #agling states in agricultural
exports of unmanufactured tobacco (rank: 2, $38/illBon), live animals and meat
(rank: 8, $382.6 Million), and poultry and produtank: 10, $122.9) for FY 2008
(Economic Research Service, 2008). While Kentuskgtegrated into the world
economy today and has greatly increased its expadsts number of exporting firms,
the state still exports less than its potenti@wér local businesses are exporting than the

national average, especially in terms of value-ddaigicultural product export.

1.3 Project Rationale: Kentucky Agriculture

Kentucky'’s gross state product (GSP) totaled $1%8iflion in 2008, a $48
Billion increase from 2000. Agriculture contribdté.5 percent of total gross state
product, $2,388 Million in 2008, a slight decre&®en the industry’s 1.8 percent gross
state product in 2000 (Commonwealth of Kentuckyd&®0 Using 2000 data, agricultural
inputs, processing, and forestry (adding valuegticalture) contributed to 11% of gross

state product; the economic impact increases #WA®f GSP when food retailing is



included (Kentucky Agricultural Development BoaP®01). The state’s agricultural
structure is made up of a large number of smath§&ar Kentucky’s 83,000 farms rank the
state fourth in the nation in number of farms; @akerage farm size is 163 acres
(Kentucky Department of Agriculture, 2009).

The Tobacco Transition Payment Program, establish2804 changed the
structure of the Kentucky agricultural industry,ew tobacco once dominated as the
number one cash crop for the state. The KentuakycAltural Development Board was
established in 2000 to assist tobacco-transitiofangers and communities in finding
markets, new opportunities, and means for addithgevi@a agricultural products
(Kentucky Governor's Office for Agricultural Polic009). The state is now the leader
in cattle production east of the Mississippi Ri¢¢entucky Department of Agriculture,
2009). Kentucky value-added agricultural and fpoacessing could achieve advantages
from economies of scale and scope through glokaliza

One of the main reasons a firm turns to internatidrade is to increase sales and
profits by expanding the market for their produg&tentucky World Trade Center, 2009).
Like other states, many of Kentucky’s larger adtimal and rural firms have already
turned to international marketing, thus the fo@uiencouraging exports among those
small to medium sized agribusinesses and food psocs. Agricultural exports benefit
not only the firm, but also the community, creatjags and increasing economic activity
in supporting sectors. What’'s more, studies shaw the export of value-added
processed agricultural commodities has a greaterauic impact than the export of bulk

commodities in the U.S. (Edmondson, 2002). Thesithinvestigates the viability of



export promotion among Kentucky’s small value-adpextiucing farms and agri-food

processors.

1.4 National Export Strategy

The Trade Promotion Coordinating Committee (TPC@$ ¥ormed by the Export
Enhancement Act of 1992, ratified by the Clinton#idistration to contribute to
economic policy of that era. The TPCC consistsioéteen government agencies and is
chaired by the Secretary of Commerce. The cometiglan for export promotion and
financing programs is referred to as the “Natidbgbort Strategy,” the first of which
was identified in September 1993 (Morillo, 1994he TPCC publishes the National
Export Strategy annually, including a letter frame Secretary of Commerce, an
overview of United States trade statistics, anctidgisons of priorities for trade
promotion, trade agreements, and more. The oveughiose of the strategy is to identify
those companies that need assistance in exporopicmmrecognizing those needs, and
directing companies towards agencies to meet thesds (Morillo, 1994). Export
enhancement services accessible to businesses intted States include export
assistance centers, trade offices in all 50 statasge city and regional level trade
alliances and associations, price reduction progrsuch as export enhancement
programs, non-price promotion through market preomoprograms and export incentive
programs, and provision of commercial credit (Sastopy et al, 1998).

A recurring theme in the National Export Stratégyn year to year has been the
expansion of export enhancement strategies forl amdlmedium-sized enterprises
(SMEs). Export promotion for small to medium siZechs continues to be a priority

since large firms account for the majority of exporlf the goal of the United States is to



enhance its export base, a higher contributiorexiad from smaller to medium sized
firms. ldentifying the factors that determine rarfis decision to export thus, is important
in targeting export promotion to smaller firms (8aQational Export Strategy, 2008).

In Kentucky, resources are available for agribesses seeking information
regarding international marketing. The KentuckypBement of Agriculture has an
import/export advisor who works to link producerghaforeign buyers and provides
firms with information about international markeginKentucky is a member of the
Southern United States Trade Association (SUST#Apugh which the commonwealth is
able to market value-added agricultural and foatipcts as a regional brand. SUSTA
also offers financial assistance programs for simadinesses launching export
endeavors. The above-mentioned resources anat@ffilwith the United States
Department of Agriculture Foreign Agricultural Sk, the national agency responsible
for foreign market development in agriculture. Keaky Agricultural and Commercial
Trade Offices are located in China and Mexico (iKieky Department of Agriculture,
2009). Additionally, the Kentucky World Trade Censerves as a one-stop source of
information for firms interested in exporting aradign enterprises seeking opportunities

for expansion in Kentucky (Kentucky World Trade @en2009).

1.5 Problem Statement

Many of Kentucky’'s smaller agribusinesses anderaldded food producers
produce unique, differentiated products that cdadanarketable to foreign consumers.
While several of Kentucky’s large rural and agriatal firms, especially in the bourbon
industry, have taken advantage of internationabdppities, smaller firms are slower to

expand their markets. Export by smaller firms wilrease the competitiveness of



Kentucky in global agricultural markets, especigiyen the shift away from tobacco
production and towards niche-market added valuefagd processing. This study
investigates the feasibility for smaller agricuéuand food processing firms to seek
export markets based on firm decision-makers’ geraes of international marketing
and constraints in the decision to export.

The resources for international sales and maretia available to Kentucky
agribusinesses. For those resources, includingregpomotion programs, to be efficient
and effective, it is necessary to identify the ¢aaiets and challenges faced by Kentucky
agricultural and rural firms in the decision to eXp An evaluation of export promotion
programs in the state is formed based on the seeBolh a survey of Kentucky
agribusinesses. This study gathers informatioK@mucky agribusinesses of various
sizes specializing in value-added products thraughestionnaire investigating firm
decision makers’ perceptions of agricultural exipgrneeds and problems. The overall
objectives of the research thesis are to identify @valuate Kentucky value-added food
and agricultural producers’

* Product marketing opportunities for internationgberts

* Product specifications for international exports

» Transaction requirements for potential internati@xgorts

» Constraints and challenges to the decision to éxpor
The survey of agricultural and food processing firmthe Commonwealth of Kentucky
addresses 1) knowledge gaps, 2) marketing condijt@financial aspects of exporting

and 4) needs as perceived by businesses in prigpai@t exports.



The survey data is empirically analyzed to deteenfactors contributing to a
firm’s decision to export its value-added produétfurther investigation of non-
exporting firms identifies and evaluates how petiogg affect the firm’s initial interest
in international marketing. The relevant factarshe analysis address perceived
competitiveness, policy barriers, access to marketmation, overall perceptions of
international markets, market conditions and maslkégtction.

This study serves to inform academic researcigersgrnment officials, and
agribusiness and food processing firms about iatevnal marketing from the local level
(targeting smaller firms). Findings from the syned Kentucky value-added agriculture
and food processors summarize the current statupatential of the Commonwealth’s
agribusiness sector in global markets. Analytiealilts from this thesis will identify
factors that contribute to the decision to expmeasuring the efficiency of promoting
international marketing among small to medium adtical and rural firms in Kentucky.
The information presented throughout the study elluseful to those firms interested in
exporting products, as well as to policymakers imed in the design of export promotion

and assistance programs.

1.6 Organization of the Study

This chapter has summarized background and statigtgarding the United
States and furthermore Kentucky’s internationablagment in the agriculture and food
processing industries. The objectives of thisithessearch have also been identified.
The following chapter presents additional backgobunfiormation through a literature
review of relevant research. Chapter 3 describesiata collection process and presents

a summary of responses. Chapter 4 introducescthrenetric modeling used in the



study. Chapter 5 outlines the empirical resutiBpived by a discussion of those results.
Chapter 6 concludes the study with a summary ofititiings and recommendations for

policymakers and further research.
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Chapter 2
LITERATURE REVIEW

2.1 Introduction

Overall, trends in export research have appeareddlve in stages over the last
three decades (Smith and Bellew, 2005). Durinditeestage, described as
“exploratory,” researchers investigated the motorabehind the decision to export,
including the determinants of export activitiesheTollowing phase shifted to an
emphasis on small-to-medium-sized enterprises (SMBw focused more on managerial
attributes of the firm: attitudes, organizatioredources, and product features. The last
decade experienced advances in export researas tapd methods and large sample
research. Current export research in businesg@mtbmics focuses on variables
impacting decisions about the allocation of resesiffor a firm, including the impact of
export enhancement programs (Smith and Bellew, 200be described phases,
however, primarily encompass research on manufagtéirms’ export processes. Few
studies pertaining to the agribusiness and foodgssing industries exist prior to the
mid-1990s.

This chapter presents early research from intenmait business literature
regarding the determinants of the decision to expbhne research includes studies on
firm size, perceived risks, and motivation to expdrhe second group of literature
reviewed focuses on export research concerningw@tyral and rural firms. Those
literary works are more relevant to this study emdluate information gaps, firm
decision makers’ perceptions, and firm size wigpeet to the decision to export

agricultural products. The final group of literedtemphasizes research on export
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promotion and assistance programs, specificallysomiiag the effectiveness of those

programs.

2.2 International Business Literature

An early study in international business literat(Benpson and Kujewa, 1974)
investigates first the initial incentive for firms export, then the effect of perceptions of
risks, costs, and benefits on the decision to begporting. Simpson and Kujewa (1974)
categorize export motivation into two groups: “mm& stimuli” and “external stimuli.”
Internal stimuli encompass firm and product chamastics that would provoke a firm to
export (i.e. firm capacity, profit motivation, seasl products). External stimuli deal
with outside, mostly government-oriented, factotinating export decisions (i.e. trade
shows, sales agents, and unsolicited foreign oxdémgeference to “internal stimuli,”
only 4% of exporters indicated export capacityhesinitial reason for export. The most
noted external stimulus was an unsolicited ordamnfa foreign customer. The research
found external stimulus is a significant but ndfisient condition for exporting. In
other words, export stimuli alone do not instigax@orting; non-exporters and exporters
alike were exposed to the same stimulus yet reatifedently. The authors interviewed
exporting and non-exporting manufacturing firmgennessee to further identify factors
affecting the decision to export. Analysis of tad®nnessee firms revealed that
exporters found international sales and marketlggtslightly riskier than domestic
activity, while non-exporters’ perceived costsmternational transactions affected the
(negative) export decision (Simpson and Kujewa4}97

Preliminary reviews in international businessratare grouped barriers to export

as national export policy, comparative marketingatice, lack of export communication,

12



exogenous economic constraints, and competitiaryiBauerschmidt, Sullivan, and
Gillespie, 1985). Bauerschmidt, Sullivan, and €jlie (1985) analyzed these clustered
barriers as export inhibitors in the paper produodtistry. The study found evidence of
the identified factors as export barriers duringegamination of paper product
manufacturing businesses. The research conclhé@emdst significant barriers to be
exchange rates and transportation costs.

A Greek study (Katsikeas and Morgan, 1993) ingeséis the perceived problems
with exporting in respect to firm size and expodrket experience in terms of external,
operational, internal, and informational problenie authors hypothesized that smaller
Greek manufacturing firms perceive more exportirgpfems than large firms and less
experienced manufacturing firms perceive more @mwislthan more experienced
exporters. The research concluded smaller firmisipate information and
communication barriers to export markets, as wepraduct adaptation.

Researchers continue to investigate firm sizelzar@er to exporting in current
analyses. Mittlestaedt, Harben and Ward (2003¥ppes a cross-industry examination
of firms to test whether firm size, defined by thenber of employees, is a necessary and
sufficient condition for exporting. The study segts a size of 20 employees is the
minimum necessary condition for exporting to méetactivity's fixed costs. Intuitively,
the authors argue larger firms to have the advamvégconomies of scale and the ability
to meet global certified standards. A minimum fsire is found to be a necessary

condition, but not a sufficient condition; larg&zesdoes not cause a firm to export.
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2.3 Agricultural and Rural Firms Literature

A Michigan study (Sterns, 1997) was among the foshvestigate the export
decision among smaller agribusinesses and foodsindfirms. Sterns (1997)
investigates perceived demand, competitive advastagproduct transformation costs,
and competitive advantages in transaction codtiseakey contributing factors to the
export decision. The research investigates thisidecas a dynamic model where firms
make continuous choices about entering and exitiagnternational market. Choices
are made in response to those perceived oppodswtihere those transactions are
subject to market forces, and generate a set cbmés (or consequences). Sterns
(1997) finds exporters and non-exporters to hafferént perceptions about export
market potential and the ease of international/agti Geographic breadth of the U.S.
market for a firm, firm size, and familiarity wigxporting were all found to be positively
correlated with the decision to export (Sterns,79%verall Sterns concluded that
strategic issues, not logistic ones act as barteeirgernational markets and perceptions
about demand and competitiveness are the drivirmg$adbehind decisions to export
(Sterns, 1997).

Byford and Henneberry (1996) sought to identify tmaracteristics of exporting
and non-exporting firms and were especially conegmuith the effect of the lack of
managerial interest on export behavior. As witmi@on (1974), this study of Kansas,
Missouri, and Oklahoma agribusinesses found a lpogion of initial export activity to
be provoked by unsolicited foreign orders. Byfardl Henneberry (1996) did, in fact,
find managerial attitudes towards foreign marketmge significant and more influential

than informational or resource barriers in the sieci to export. In an evaluation of
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export assistance programs and state agencidslidineest study suggests programs are
not effective in overcoming the motivational barsien order to recruit non-exporting
firms into international activity.

While the fresh produce export market is sligldifyerentiated because of the
more perishable product, export behavior and mengseictivities are actually similar to
those found in the manufacturing industry. Aksag &aynak (1994) evaluated export
behavior of fresh produce marketers. The studpddum’s marketing management
activities and also external factors such as ggxbgedocation and overseas support to be
influential on fresh produce exports. Firm orgartian and ownership, as well as initial
objectives and motivations for exporting are atsond to be important in export
behavior. Aksoy and Kaynak (1994) identify sevaratketing management
components” for fresh produce marketers to sucoeedernational exporting as:
product strategies, i.e., research and developrgeatity control, branding, pricing,
marketing research, distribution and promotione althors also emphasize the
importance of a firm’s ability to respond and adjissmarket signals.

A French analysis takes a slightly different ajggtoto measuring the impact of
managerial perceptions on exports. Ayouz and Rdn{2Q03) investigates the
relationship between managerial perceptions of prglluct quality competitiveness and
export activity for small agro-food firms in Franck addition to product quality
competition the authors examine firm manager chieristics, firm characteristics, and
the overall nature of the market in terms of depelent. The research concludes that
there is a negative correlation between perceptbhggh quality competitiveness and

the decision to export; small agro-food firms amrenengaged in exports if they have
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low perceived levels of quality competitivenessgefand standard education of the
manager were significant in the decision to exptstd; younger, more highly trained

managers were more likely to export.

2.4 Summary of Export Determinant Literature

A few common themes occur among the internatibonainess and agribusiness
literature reviewed. Discussions of firm size amahagerial attitudes are presented
across several studies. Perceptions differ atcrodsexporters and non-exporters and
small and large firms. The initial motivation fexport is also important in literature
evaluating the decision to export. Overall therture suggests that strategic issues such
as managerial characteristics and perceptions inave of an impact than logistic issues,

such as firm size.

2.5 Export Promotion and Assistance Programs

Identifying the factors that determine a firm’s m#@n to export is important in
order to target export promotion to appropriateyirand overcome the information
barriers serving as export constraints (2008 Nati&xport Strategy, 2008). Several
studies have addressed the reduction of expotitrdns through information search or
U.S. export promotion programs, both in internagidmusiness and agribusiness
literature (Byford and Henneberry, 1996, Smith 8etlew, 2005, Amponsah et al, 1996,

Diamantopoulus et al, 1992, Saxowsky et al, 1998riBger et al, 1994).

2.5.1 Business and Economics Literature
Diamantopoulo®t al (1992) outlines the role of export promotion paigs from

the government’s point of view as well as the fperspective. On a national level,
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assistance programs are intended to improve tte tralance by increasing domestic
competitiveness on the global market. The firmsueseort assistance and/or promotion
programs for consultation on export problems amdpttograms encourage a pro-
exporting attitude among firms. The study ideaifawareness, attention, and
expectations as constraints to the use of goverhengrort programs. The paper calls for
research giving evidence that government suppoerbwa export information gaps and
facilitates export development in order to incref@ses’ awareness and consultation of
the available government resources for exporting.

A review of North Carolina businesses in the emwinental technology and
services industry suggests a difference betweemosaic-oriented and learning-oriented
firms in the decision to export and the use of goreent programs. Burpitt and
Rondinelli (1998) found that firms valuing expeti@hlearning opportunities through
exports more than economic concerns are more ltkegbpsitively view export activity.
The authors recommend government programs to assletreasing economic
uncertainties and risk and to promote exporting Esarning opportunity. To engage
those firms which are more interested in econoraiteffit, the authors suggest designing
the program to encourage emphasizing learningtasl &r better economic
performance in the future. Also during the evatraBurpitt and Rondinelli (1998)
conclude that non-exporting firms are uninformeduwbnitiating export activity and
were either unaware of assistance programs origecthigh transaction costs of
information gathering.

A more recent study, Smith and Bellew (2005) wsgsantitative approach to

determine whether export promotion programs paditiimpact export performance in
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Canada and the United States. Linear regressi@igage the relationship between
export promotion expenditures and total exportssale results indicate a significant,
positive relationship between programs and expenfopmance, particularly in Canada.
In a qualitative analysis, Smith and Bellew (208B)phasize targeting program resources
towards domestically operating firms which exh#iiong export potential.

Wilkinson and Brouthers (2006) investigate theetilveness of export
promotion, trade shows, trade missions, and proggantifying agents and distributors
on small-to-medium-sized enterprises’ (SMESs) satisdn with export promotion. A
survey of firms at the state level collected fireported use of export promotion
programs and their impact on export success. @dy $ound identifying agents and
distributors to positively impact export performartwlding internal firm resources
constant. Overall, Wilkinson and Brouthers (20fag)nd that those firms using state
export promotion programs achieved greater expmtess. The study suggests state-
supported promotion programs are an effective wasupplement firms’ initial export
strategies, especially for SMEs lacking the finahcapacity to operate in foreign

markets.

2.5.2 Agriculture and Food Processors

Barringer, Wortman, and Macy (1994) and Saxowgkguse and Gustafon
(1998) both address the reduction of export intwbg for agribusinesses through
planning and information search. The former ideagtithree causes of export inhibitions
as managerial perceptions and attitudes, expdrtarsd export complexity. The authors
suggest the first step to overcoming export comdgas to address managerial attitudes

towards exporting. The study also suggests adéakformation and interest is
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correlated with increased perceived riskiness.ridger, Wortman, and Macy (1994)
conclude that planning and information seeking matluce those inhibitions found
among small agribusiness firms. Saxowsky, Kraasd,Gustafon (1998) observe trade
barriers and tariffs to be the most important peextexport barriers among small and
medium agricultural and rural firms. In this Nofakota study, most of the exporting
firms did so because they were approached by afolriyer. Export planning was
correlated with the firms’ exporting experiencenrexporters did not actively seek to
export and therefore neither planned nor searabreithfiormation about international
marketing. Saxowsky et al (1998) suggest overcgrthie information barriers about
export documentation and foreign markets throughaishe export assistance and
enhancement programs.

Amponsalet al (1996) evaluates the use of export promotion @ogramong
high-valued and processed food products in Nortlol®&. Size and export sales, while
positively correlated with export promotion prograse, were not significant variables in
the study. Instead, positive perceptions abouptbgrams and firm’s growth affect a
firm’s use of export assistance. The study coredutiat highlighting export promotion
programs will succeed in encouraging current exgoertio expand their activities. The
authors suggest collaboration among regional exporhotion programs, such as the
Southern United States Trade Association, to impexucational and informational

activities to promote exporting awareness.

2.6 Summary of Literature Reviewed

Export promotion and assistance programs are mlesgitp address firms’

perceived problems with exporting. Research fthésunfamiliarity with such programs
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to be a common problem among non-exporting firdsme studies suggest planning and
information seeking will improve managerial attigsoand perceptions towards
exporting, yet export planning is found to be moosenmon among more experienced
exporting firms.

Diamantopoulos (1992) called for research on tfectafeness of export
promotion programs. Three of the reviewed worksttige call for research, one
comparing Canadian versus U.S. export program aekpeas with respect to export
sales, another reviewing the effectiveness of eéxpomotion programs among North
Carolina agribusinesses, and the most recent exagrtime effectiveness of export
promotion services among small-to-medium sizedrpnges. Smith and Bellew (2005)
find more Canadian export expenditures and salbe taore significantly correlated than
U.S. programs. Amponsahal (1996) identified positive opinions about export
promotion programs and firm’s growth as evidenaeatals program efficiency, although
some agribusinesses find export promotion programe inadequate and insufficient.
Wilkinson and Brouthers (2006) find state-level estgoromotion programs especially
trade shows and programs identifying trade agewtease the export success of SMEs.

The background and research presented so faa $etmdation for the next
chapters, which present an analysis of the expterpial of Kentucky agribusinesses.
The data collection process and results are pregeftilowed by an empirical analysis
of the research findings. The project is concludé@tl a summary of findings,

conclusions, and recommendations for further rebear
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Chapter 3
DATA

3.1 Questionnaire Design

The primary data analyzed in this study stems faosixty-question survey
designed specifically for the research; the conepdeirvey can be found in appendix 1.
The questionnaire is divided into six sectiongDagrview of Firm b) Interest in
Exporting c) International Experience d) Accesinformation e) Market Conditions and
f) Perceptions of International Markets. The quoest cover firm product line, size,
structure, market selection, the use of exporstaste programs, experience and interest
in exporting, and perceived barriers to expandiagkets. After a few initial responses,
the survey was revised to include questions allmutitms’ focus on agri-tourism, “buy
local” campaigns, farmers markets, and online pcodale. Several of the questions,
especially in sections c) International Experiedréccess to Information e) Market
Conditions and f) Perceptions of International Mask are based on a five-point likert
scale of agreement. There is a section at thetiee questionnaire for firm comments

and also a section to indicate if they would likeopy of the research results.

3.2 Data Collection Process

The sample frame to represent the population oftlieky agribusinesses and
food processing firms for this study was compilsthg online sources including the
Kentucky Department of Agriculture “Kentucky Pro8tbre,” Kentucky MarketMaker,
and the Kentucky Cabinet for Economic Developméritucky Business and Industry
Information System.” In total, the list of potaadtbusinesses to survey included
approximately 1500 firms of various size and pradype within the agriculture and

food processing industry. It is important to nthtat a selectivity bias is present in this
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study, since the firms were not contacted at randiwm product type and some
information about firm size was available priorctmtact, therefore firms were contacted
in an attempt to gather information from subsetgrofiucts within the industry. In
retrospect, the sample size does not properlyatette sample frame of selected
Kentucky agribusinesses and food processors. iHsdrbthe data is a major

shortcoming of this research. For the sample torti@ased and properly reflect the
population a sampling interval should have beeerda@hed, in which random businesses
were contacted based on the target sample, i.a.desired sample of 100 agribusinesses
out of the list of 1500, a business should havenlse¢ected by choosing a random
number from 1 to 15 and every™ Business contacted (Fowler, 2002).

A common problem encountered in the survey of kimadiness owners is a low
response rate for mail surveys (Dennis, 2003)animattempt to increase our response rate
and maintain a low research budget, the questionf@i this study was administered
online. For researchers, online surveys are adgaous in low administration costs and
ease and speed of conducting the data collectmreps (Granello and Wheaton, 2004,
Schmidt, 1997). Overall, for respondents electr@uirveys are easier to complete and
submit than written surveys. Complications wittemnet-based surveys include a bias
towards internet-savvy respondents, problems dtfeettack of internet access, internet
browser problems, and incomplete or unacceptablgoreses (Schmidt, 1997). These
problems are less of a problem, however, for bssimespondents.

Telecommunication was used to address the limitatfaced during web-
administered surveys, as well as to increase th#euof responses and establish a more

personalized approach with respondents. Markeg&pgesentatives and/or firm-owners
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of Kentucky agribusinesses and food processors fivetéelephoned to request their
participation in the study. Upon consent, the jaesaire was emailed to the
appropriate individual. During the first rounddsta collection, March-May, 2009, the
survey was attached to an email in MS Word docurfentat. Feedback from
respondents revealed some unfamiliarity with ermé#chments, and some participants
lacked the computer program. Therefore, duringsde®nd round of data collection,
September-November, 2009, the questionnaire wagalared using online survey
software, SurveyMonkey.com. The survey was thabaga link within the email rather
than as an attachment. Throughout both roundataef ebllection, some participants did
ask for post mail or fax copies of the survey dgiime telephone conversation, and those
requests were fulfilled.

On several occasions, the initial telephone caaten also served as a
condensed interview or case study for the resedrckeveral instances, businesses
declined to participate due to a strict focus aralanarketing strategies. Those firm
owners stated a lack of interest in expanding timairkets because their focus is on
selling local products to local consumers. They‘lmcal, sell local” state agricultural
campaign (Kentucky Proud) has received a lot @nditbn recently in the Commonwealth
of Kentucky and smaller agribusinesses and foodywers have taken it to heart. Other
comments during the telephone process includeddize and capacity, “we’re too small
to export,” and statements about the hard economes; some firms are looking for
ways to cut back and are not concerned with futgdpansion at this time. Some smaller
firms admitted never having considered internafiomarketing and agreed to participate.

Throughout communication with the firm owners anarketing representatives, we
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clarified that for the purpose of this study weueal their opinions and perspectives on
international marketing equally, whether they waegative or positive.

A total of 340 agricultural firms and food processwere telephoned to request
participation in the study; this figure includesattempted telephone contact, as some
messages and follow-up messages were left. Betla@isaitial contact method was
telephone, a major time constraint limited the nandf firms contacted from the list of
firms including approximately 1500 potential papients. While telephoning businesses
to request participation in the study was intenideithcrease the response rate and add
rapport with the firms, a second bias emerges flienmethod. Surveys were only sent
to firms agreeing to participate, those firms whpressed an interest in the study. The
firms who refused to participate due to a focusomal marketing, downsizing, etc...are
not included in the response rate or the analyBiee results are biased towards firms
with an interest in our research.

Of those 340 contacted, 159 firm owners and margaepresentatives agreed to
participate. The 181 firms not responding to #nguest for participation include those
businesses focusing on local marketing strated@snsizing and/or retiring, and firm
decision makers with whom a minimum of two telephomessages were left but made
no contact in response. While factors such as geara time constraints are
acknowledged, the majority of non-participatingrfe contacted can be summarized as
firms who were not interested in the study andéat ho intentions toward international
marketing. 159 surveys were sent electronicaliyh(the occasional post mail

correspondence), and 46 surveys were receivedpamse rate of 29%. This response
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rate is above satisfactory for a questionnaire;dwer a bias is recognized since surveys

were only mailed to businesses expressing prienirto complete the questionnaire.

3.3 Summary of Responses

The participating businesses varied in size, scape product. The idea was to
capture a snapshot of Kentucky’s food and fibeustd,. Figure 3.1 shows the
distribution of product type among respondentse®ended responses for the category
“other” included manufactured animal feed and sepnt, alpaca fiber products, garlic,
honey, fats and oils, lumber, barrels, and orgharbs. When asked how the firm
believes customers perceive its products, 54.5%aher firms offer similar products,
but their product is slightly differentiated, 34.1%id their product was highly
differentiated, and only 11.4% believe customerseaasily substitute their products with

others.
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Figure 3.1: Main Product Type of Participating Bushesses
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Main Product Type

The participating firms ranged in age from undge&rs to over 21 years of
business. 40% of firms had been in business fer 8% years. As expected, most of the
exporting firms are more experienced; of the expgrtirms surveyed 71% have been in
business over 21 years, one exporting firm is 1ye4s old and the remaining exporters
have operated 10 years or less. Most of the farassmall firms, 70.5% have less than
25 employees (several stated being family ownedopedated businesses) and 45.2% of
participants reported gross sales of under $100,000

The majority, 78%, of firms surveyed do not hawpacial marketing division.
This is probably correlated with firm size; becattse participating firms are so small it

is likely that they do not have the capacity toidaté personnel to marketing. The
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internet, however, does play a significant rol&entucky agricultural marketing. 35
firms have a company website, 19 of which curreh#lye their products available for
sale online.

In response to the observed influence of the ‘lbagl” phenomenon among the
first businesses contacted, a few questions wetedcath the survey to gauge the impact
of local marketing tactics. The results were dtyust as compelling as expected. Six
of the participating firms limit their focus to “QN local marketing on the farm or at
farmer’'s markets.” The agri-tourism influence oertucky is more interesting; several
firms currently engage in some form of agri-tourisrarketing, as shown in Figure 3.2.
Most of those firms use agri-tourism as a suppléargmarketing technique.

Also in the overview of the firm section, partiaigts were asked about market
selection and business characteristics on a fiug pkert scale of agreement where
1=strongly agree, 2=somewhat agree, 3=unsure, 4ex8bat disagree, 5=strongly
disagree. The market selection questions reveasdirms are actively identifying and
considering new marketing opportunities, and thealalility of market information
plays a large role in the decision to pursue a etdrikearly 56% agreed). Growth in
production capacity and sales volume are impottaiib% of participating companies.
Very interesting for the purpose of this study, 78Bparticipants, exporters and non-
exporters alike, agreed that they view U.S. mar&atsinternational markets as separate
and unique markets. One would infer that thosepaones approach domestic and

foreign markets with different marketing strategiesl with different motives.
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Figure 3.2: Agri-tourism Activity among Participating Kentucky Firms

Is your business considered an "agri-tourism” attraction?

B Notatall

P Yo, 2gri-tourism iz our main
focus

B W incorporate agri-tourizm by
hosting a seazonal festival, but

wviziters, but agri-teurizm iz not our
main focu:

There were no missing observations among the 4onsgs in the questic
“Does your firm currently export products’Of the 45 respondents, 14 busines
(31.1%) currently export their products and 4 s previously exported but no longer
so. Ten of the exporting firms have been marketitgrnationally for more than te
years. Of the noexporting firms, 62.5% have no interest in pursdogign markets
see figures 3.3 and 3.4. Twelve -exporing firms answered “yes” to the question “C
firm is interested in pursuing international oppaities.” All non-exporting firms
responded to the interest question, there wereissimg observation Initial hypothese:
about Kentucky agricultural and rural firms predatslightly higher interest in exportil

opportunities among domestic firms. Such a stroegative response justifies a furtl
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analysis of the determinants of a firm’s inter@séxporting, introduced in chapter 4
empirical modeling. Two firms indicated currentiation of opportunities to begin

global marketing.

Figure 3.3: Exporting Firms

Does Your Firm Currently Export Products?
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Figure 3.4: Firms Interested in Exporting

Interestin International Marketing Opportunities Among Non-Exporters

Response

a 2 4 6 & 10 12 14 16 18 20

Mumber of Firms

Of the exporting firms, 50% said they decidedriteethe market based on
observed product demand in the foreign market. o5In36% began exporting in
response to sales proposals from international eoimep, no firm received a trade lead
from a government source, and only 2 of the 14 gxppfirms petitioned foreign
companies for sales. When asked “Did you take radg@ of government assistance in
planning and implementing exporting strategies?238lanswered “No.” The majority
of those firms answered “these services were refulisand one firm was unaware that
those services exist. Of the firms who did useegement assistance programs, the most
commonly cited resource was the U.S. DepartmeAgoiculture, followed by the
Department of Commerce International Trade AssimtiatOnly one firm used the
Kentucky Department of Agriculture as a resourgesfort planning and
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implementation. Five firms used the internet iarpling and implementing export
strategies, four firms used a trade or industrgesasion, four firms used private
consultants, and one firm used banks.

While 37.5% of firms expressed current intereshtarnational marketing
opportunities, that percentage increased to 46.9&nvasked “If demand for our product
existed on the international market, we would lergsted in pursuing it,” and 45.2%
when asked “If our company had competitive advaedamn the international market we
would pursue those markets.” Interest in pursumtgrnational markets based on
demand is consistent with the motivation reportedurrent exporters.

Formerly exporting firms most commonly cited highnsportation costs and
expensive exchange rates, tariffs, or other addsts @s the reasons for withdrawing
from international markets. Changes in regulatiack of foreign demand, and lack of
information about global markets were also ackndgégl as reasons for no longer
exporting. None of the four former exporters argently considering re-entering
foreign markets, and it was a 50/50 split whetherfirms would ever again pursue
international markets given “the right market cdiaglis and information.”

Consistent with Kentucky statistics, Canada isrilmber one trade partner
among the participants, 11 firms are active in @an& in Mexico. The™ leading trade
partner to Kentucky according to statistics, Framzes not captured within this sample
size; only two of the participants are involvedrench markets. “Other” countries
mentioned in the open-ended response includedtgadytHolland, Belgium, Sweden,

Poland, Indonesia, and Australia. Figure 3.5 shibdreakdown of participants’
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involvement in foreign markets, indicating the niembf firms partnering with each
country.

Figure 3.5: Participants’ Involvement in Foreign Cauntries by Number of Firms*?
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Oftentimes, especially in the media, we hear abmitompetition American
firms face from international companies and glatslon. Figure 3.6 contests that fact,
however. In this study, firms contribute mostiod tompetition faced to domestic firms,
small and large. There is a considerable diffezdyetween the number of firms
describing competition from domestic firms and #hoxlicating competition from

foreign firms, in North America and beyond.

! Respondents were able to make more than oneiseléat this question.
2 Non-response rate of N=26
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Figure 3.6: Sources from which Kentucky Agricultura Firms Face Competitior?

Perceived Competition from Other Firms: Domestic vs. Foreign
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Over 60% of firms surveyed agree with the statdrfiaternational sales carry a
higher risk than domestic marketing.” Barringer, iitan Jr. and Macy (1994) found
positive correlations between the lack of inforroatand the lack of interest in exporting
and perceived riskiness. The lack of knowledgeutibrport markets increased
perceived riskiness and the authors suggest h@ttening to overcome such perceptions
as inhibitions to exporting.

A cross-tabulation with the survey question “Dgear firm currently export

products?” offered some interesting results, prieskeim table 3.1.

3 Non-response rate, N=2
4 Respondents could check all that apply

33



Table 3.1. Cross-Tabulation of International Experence between Exporters and
Non-Exporters

Do Any of Your Employees Have International Experi@ce?

Exporters Non-Exporters
Number of firms Percent Number of Firms Percent
Yes 9 60.0 9 60.0
Foreign Language 6 66.7 3 33.3
Export Experience 5 55.6 2 22.2
Foreign Travel 8 88.9 7 77.8
Other 1 11.1 2 22.2
No 6 40.0% 21 70.0
Our Firm Receives Sales Proposals from InternatiodaCompanies
Exporters Non-Exporters
Number of firms Percent  Number of Firms Percent
Many =1 7 46.7 1 3.7
2 2 13.3 1 3.7
3 2 13.3 4 14.8
4 1 6.7 3 11.1
None =5 3 20.0 18 66.7
Our Firm Approaches Foreign Companies for Sales antlew Markets’
Exporters Non-Exporters
Number of firms Percent  Number of Firms Percent
Many =1 6 42.9 0 0
2 1 7.1 0 0
3 3 21.4 1 3.7
4 2 14.3 2 7.4
None =5 2 14.3 24 88.9
We Are Currently Looking To Pursue New Foreign Markets
Exporters Non-Exporters
Number of firms Percent  Number of Firms Percent
Strongly Agree 6 40 0 0
Somewhat Agree 4 26.7 1 3.3
Unsure 4 26.7 11 36.7
Somewhat Disagree 1 6.7 0 0
Strongly Disagree 0 0 18 60

60% of exporting firms have employees with inteioradl| experience, mostly

foreign travel, while 70% of non-exporting firms dot have employees with

® Four firms did not respond to this question
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international experience. 46.7% of exporting fimaseive “many” sales proposals from
international companies, and 42.9% of exporting$impproach “many” foreign
companies for sales and new markets. Exportersaheproactive and reactive. On the
other hand, 66.7% of non-exporting companies daeudive any international sales
proposals and 88.9% of non-exporting firms do muraach foreign companies for sales
and new markets. Non-exporters are definite iir dhecision not to export: 60%
strongly disagreed with the statement “We are ailydooking to pursue new foreign
markets.”

An interesting comparison through the cross-tamrebetween exporters and
non-exporters arises with the statement “Findirigrmation about consumer wants and
needs is difficult.” 30% of non-exporters “somewhgree” with this statement, while
28.6% of exporters “strongly disagree” with theastaent. These statistics suggest that
despite a larger market, exporting firms have &ebé&tchnique for identifying consumer
preferences than non-exporting firms.

Table 3.2 shows the cross-tabulation of respoftsesirvey question 60,
covering additional perceived barriers to interoadl markets. 84% of non-exporting
firms perceive high costs as a constraint to expgrivhile only 27.3% of exporters
identified limitations from high costs. Trade bars and tariffs, however, are identified
as barriers to international markets by 63.6% gieting firms and 64% of non-
exporting firms. Currency rates were identifieccaastraints to international marketing
by 45.5% of exporters. Overall, non-exporting rare equally concerned with
management strategies for exports, insufficienttaggurrency rates, and exporting

records.
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Table 3.2. Cross-Tabulation between Exporters and dh-Exporters: Additional
Barriers to Export®

Barriers to International Markets

Exporters Non-Exporters
Number of Number of

Firms Percent Firms Percent
Management Strategies
for Export Activities 2 18.2 16 64
Insufficient Capital 2 18.2 17 68
High Costs of Exporting 3 27.3 21 84
International Financing 1 9.1 9 36
Currency Rates 5 45.5 14 56
Paperwork (export
records) 2 18.2 16 64
Trade Barriers and Tariffs 7 63.6 16 64

The raw data provides an overview of the respanegribusinesses and food
processors, especially in terms of exporters vansasexporters. Overall, the firms
evaluated are small in terms of gr@mual sales and number of employees. Chapter
four identifies the analytical framework used tdedimine the impact of factors on the
firm’s decision to export and a firm’s interestimernational marketing. The empirical
analysis identifies the marginal effects and siaaissignificance of firm characteristics,
knowledge gaps, perceived marketing conditionstalvperceptions of international
markets, and financial aspects of exporting. Esellts of the analysis are presented in

chapter five.

® A non-response rate of 9 firms is observed fos thirvey question.
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Chapter 4
ANALYTICAL FRAMEWORK

4.1 Model Specification
For this analysis two dependent variables, “expanti “interest,” are evaluated.

Both variables are discrete variablggyhere

y; = 1if firm answers yes

y; = 0 if firm answers no
Therefore, the conditions for a linear regressi@ret satisfied and binary choice
models must be used. In this study, two logisgressions (also referred to as logit
models) explain the choice between the discregeradtives for the two dependent binary
variables. The logit model is the most commonkydukinary choice model (Train,
1993).
In general the functional form of the logit mode! i

Ply; = 1lx;} = G(x;, B)
which is interpreted as for some function G (yade within the interval [0,1], the
probability ofy; = 1 depends on a vectay, a set of independent variables: in this case
firm characteristics and market perceptions (Vekb8604). Three properties of logit
probabilities must be met 1) each choice probghiéihges from zero to one, 2) the
choice probabilities sum to one, such that thegsi@eimaker cannot choose more than
one alternative, and 3) the graph of the logit eusvsigmoid, or S-shaped (Train, 1993).
The logit model follows standard logistic distritmut, F, which, giverg (x;, ) =

F(x;/,B), is expressed as:

w

Fw) =Lw) = 75—
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wherew is a random variable. For simplicity, we can assw = x; .
The estimated parameter vecgtas estimated by maximizing the log of the likeliub

function:

N N
Log L(g) = ) yilogF(iB) + > (1 - y)log (1~ F(xif)

To maximize the loglikelihood function, the firstder conditions simplify to:

alog L(,B) Z exp (x;f) o -
1+ex'p(x{ﬁ) L

where the solution to the above equation is theimam likelihood estimators.

Substituting 8 estimates the probability thgt = 1 for a givenx; such that

exp (x;p)
1+ exp (x{ﬁ)

p

Therefore, the first order conditions for the lagibdel propose

N N
Z px; = Z YiXi
i=1 i=1

which can be interpreted as: the sum of estimateblgbilities for each alternative is
equal to the number of observations in sample whetre1 (Verbeek, 2004). So, the
estimate that maximizes the log likelihood functsats the average probability for each
alternative equal to the number of decision maketse sample that chose the

alternative; the predicted frequency is equal &attual frequency.

4.2. Description of Variables

Two binary logistic regressions are used to expdap dependent variables in the

analysis 1) the decision to export and 2) interepursuing international marketing. One
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objective of this thesis is to determine how ecoiedimeories of competitive advantage,
knowledge gaps, marketing conditions, and firmstpptions affect the decision to
export and the interest of a non-exporting firmniternational marketing. Table 4.1
gives a description of the variables used in thdysbased on the correlating survey
guestion. The survey presents the survey quessied and the method for coding the
response. Table 4.2 presents descriptive statitrdhe dependent variables. Table 4.3

shows the descriptive statistics for independentisées.

Table 4.1. Description of Variables

Survey Question Response Code

Dependent Variables

Does your firm currently export products? 1 if yestherwise

Our firm is interested in pursuing

. . . . 1 if yes, O otherwise
international marketing opportunities y

Independent Variables

Firm Characteristics

How many years has your firm been in
business?

Choose the range that best describes your

firm’s number of employees Midpoint of response range

Select the range which best identifies your
firm’s annual gross sales.

1 if answered “we have a company
website where our product is for sale”, 0
otherwise

Is your product available through online
sales?
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Table 4.1. Description of Variables (continued)

Firm Characteristics (continued)

Our firm has a special division dedicated to

: . . 1 if yes, O otherwise
making market selection decisions. y

Do any of your employees have internation

al . :
experience? i if yes, O otherwise

Knowledge Gaps

The availability of information about a

market influences whether or not we pursue

the market

5 importance levels: strongly agree,
somewhat agree, unsure, somewhat
disagree, strongly disagree

Identifying and establishing new markets for
my company is hindered by a lack of
information

It is more difficult to find information about
international markets than U.S. markets

Marketing Conditions

Our firm actively identifies and considers
new marketing opportunities

Our firm pursues only markets that meet our

predetermined “ideal” characteristics 5 importance levels: strongly agree,

somewhat agree, unsure, somewhat

Growth in production capacity and sales )
disagree, strongly

volume are important objectives of our
company

Our firm chooses markets based on existing
demand

Country-specific regulations, tariffs, and/or gcale of 1 to 5

fees factor into our decision to enter a foreign
market 1= very much; 5 = not at all

Our firm has a competitive advantage in

terms of price/cost advantages Lifyes, 0 otherwise
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Table 4.1. Description of Variables (continued)

Financial Aspects

International sales carry a higher risk than

domestic marketing

Our company views the costs of internationd importance levels: strongly agree,
marketing and sales as constraints to enterisgmewhat agree, unsure, somewhat
disagree, strongly disagree

the global market

Our company views international marketing
as a means of diversification for the company

Our firm considers insufficient capital to be
barrier to international markets

a1 if yes, O otherwise

Table 4.2: Descriptive Statistics of Dependent Vaables

Variable Mean Standard Deviation Minimum  Maximum
Export 0.31 0.47 0 1
Interest 0.32 0.48 0 1
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Table 4.3: Descriptive Statistics of Independent \faables

Variable Mean [S)t:eag;g;\g?] Minimum  Maximum
Age 16.56 12.77 2.5 47
Employee 27.27 38.79 5 120
Sales ($1,000) 9057.13 18696.25 50 60000
Websales 0.40 0.50 0 1
Interngtlonal 0.36 0.48 0 1
Experience

Avallable 2.64 1.00 1 5
Information

Lack of info hinders

market identification 3.34 118 1 S
Difficult 2.80 1.24 1 5
Identifying new 211 1.19 1 5
markets

Ideal Markets 3.18 1.28 1 5
Growth 2.07 1.23 1 5
Demand Based

Market Choices 224 1.19 1 5
Regulations 2.78 1.51 1 5
Price Advantages 0.62 0.49 0 1
Risk 1.87 0.97 1 5
Cost Constraints 2.47 1.31 1 5
Diversification 3.60 1.29 1 5
Capital 0.38 0.49 0 1

4.3 Rationale of Variables

4.3.1. Dependent Variables

One dependent variable is evaluated for eachtlogeggression equation. The
first, dependent variable “export,” models the likeod that a firm currently exports its
products (N=45). Fourteen of the 45 observed ficorsently export products. Thus, to
gain a better perspective on the status of intenmalization in Kentucky, a second
logistic regression, dependent variable “interes’s added. The second regression

attempts to explain the likelihood that a non-exipgrfirm has an interest in
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international marketing. The 14 exporting firmsrevexcluded from the “interest”
model, therefore N=31. Together these models exfhe status and potential of

Kentucky'’s agricultural and food processing firmghe international marketplace.

4.3.2. Independent Variables

Descriptions of the specified independent varisibi@sed on the survey question
can be found in Table 4.1. The independent vaegahte categorized as 1) firm
characteristics 2) knowledge gaps 3) marketing itimmd and 4) financial aspects. Firm
characteristic variables include descriptive aspetthe firm such as age, size, and
structure. It is hypothesized that the structdra firm, especially in terms of size
(number of employees and gross annual sales) ositipely affect the likelihood that a
firm exports its products. The firm characteristaziables are measured as the midpoint
of the range of numbers or as binary (yes/no) &g The remaining classifications of
variables are measured either as binary varialvles a five point likert scale: strongly
agree, somewhat agree, unsure, somewhat disagrestrangly disagree, ranking
relevant statements.

In any market evaluation, the question of informator knowledge gaps is
crucial. The lack of information causes marketsgerate inefficiently. Firms may
suffer from knowledge gaps specific to internatianarkets, and therefore choose not to
export based on the poor availability of informatio

In this study, market conditions are identifiedoasceived by firm decision
makers since it is not possible to capture theetuinmarket conditions for such a wide

industry variety of Kentucky’s agricultural and alifirms. Perceived competitiveness in
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markets, the role of regulations, and the firm’dhmod for selecting markets are analyzed
against the decision to export and interest therein

Intuitively, financial aspects would be some of thest important factors
determining whether a firm exports its producterceived riskiness of international
markets compared to domestic markets, internatior@aketing as a means of
diversification, cost constraints to exporting, d@ne available capital to engage in
international markets are analyzed in this groupegfessors.

Due to the small sample size, it was not posskvaluate all of the possible
variables to preserve degrees of freedom. A godupdependent variables was selected
based on the theory to represent the categoriesesést: firm characteristics, knowledge
gaps, marketing conditions, and financial aspeBecause the sample size is smaller for
the regression analyzing interest in internationatketing, fewer independent variables
were used. In testing several the models for dégretrvariable export, firm
characteristic variables were consistently insigarit; therefore they were excluded
from the final export regression. Risk was notuded in the export model since there

was a separation of data points when the variabkincluded.
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Chapter 5
EMPIRICAL RESULTS
5.1. Model Validation
For the logit model, the likelihood ratio indexRLD), often referred to as
McFadden’s pseudo®Rmeasures how well the data fits the model. Tikerpretation of
the LRI is different from the Rmeasurement in a linear regression which measees
explained variation of the dependent variable. TIRecompares the model with
estimated parameters to the model’s equivalentevakof the parameters are equal to
zero. The LRI value takes a value between [0, d]iarthe percent increase in the log
likelihood function above the value of the log likeod function with parameters equal
to zero. The likelihood ratio function is expredses:
p=1—(LLB*/LL(O)
such that LLf*) is the log likelihood function calculated usitite estimated parameters
and LL(0) is the function when parameters are etjuaéro. While the likelihood ratio
index has no economic definition, it is acknowleditfeat a highep translates as a better
fit model (Train, 1993). The LRI for the model &rng dependent variable “export” in
this study is 0.56. For the dependent variableefest” the LRI is 0.44. Both models are

a good fit, with the export model being much st@midpan the interest model. The

strength in the export model is likely due to @sgler sample size.

5.2 Parameter Estimates and Odds Ratios

The parameter estimates for the logit models@uad in tables 5.1 and 5.2.
Table 5.1 defines the coefficients and statissaghificance for the export model and

Table 5.2 presents the same for the interest model.
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Table 5.1. Logistic Regression Results for Export edel’

Variable Coefficient Std. Error
Knowledge Gaps

Available Information -0.5786 0.7097
Lack_o_f In_fo Hinders Market 3.0371%*  1.4072
Identification

Difficult 1.7039* 0.9322
Marketing Conditions

Ideal Markets -0.3454 0.5918
Growth 1.2161* 0.6573
Demand Based Market Choices -0.5840 0.8017
Regulations -1.4112* 0.8027
Price Advantages 1.3752 1.8887
Financial Aspects

Cost Constraints 1.6452* 1.0180
Diversification -0.8385 0.6749
Capital -5.4340**  2.6473
Intercept 8.2461

LRI 0.56

Table 5.2 Logistic Regression Results for Interedflodel’

Variable Coefficient Std. Error
Firm Characteristics

Age 0.0804 0.0913
Sales ($1,000) -0.00060 0.000525
Websales -0.9306 1.5254
International Experience 0.5167 1.3564
Knowledge Gaps

Available Information 1.8425* 1.0097
Difficult -1.8478**  0.8670
Marketing Conditions

Identifying New Markets | 0.1928 0.4896
Financial Aspects

Risk 2.5536***  1.0908
Cost Constraints -1.2727 1.1065
Intercept -3.3755

LRI 0.44

"x * and ** denote statistical significance #te 10%, 5%, and 1% levels, respectively
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5.2.2 Export Equation Results

The export model evaluates the impact of knowleghges, marketing conditions,
and financial aspects on the firm’s decision tocgkproducts. Firm characteristic
variables were omitted from this model due to cstesit lack of significance. Early
hypotheses anticipated firm and employee charatiesisuch as size, online sales, and
employees’ international experiences to be siganfiocvariables; however in the process
of defining the model it was discovered that theseables lack significance in the
decision to export, possibly due to small respores&tion. None of the variables used
in the export model are significant at the 1% leyet each category is represented by
statistically significant variables at the 5% ofdGevels.

A negative relationship exists between the degigicexport and the theory that
the lack of information hinders the identificatiohnew markets, statistically significant
at 5%. The variable is based on a five point tikeale where one additional unit
expresses disagreement; based on the odds raedan is less likely to export for a
one unit increase on the scale. This suggestexpatrting firms experience information
gaps when identifying and establishing new markéishough not statistically
significant, the correlation of the variable defigithe general importance of the
availability of information is interesting to not&.he more a firm disagrees that the
availability of information influences the decisitmpursue a market, the less likely that
firm is to export its products. For a one unitremse on the scale of disagreement with
the statement that international market informaisomore difficult to find than domestic

market information, the firm is more likely to expproducts, statistically significant at
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the 10% level. This implies that a more globaliapgroach to finding market
information increases the likelihood that a firmlwkport.

Also contrary to theory, a negative correlatiorsexbetween the decision to
export and growth in production and sales as a emypbjective. The firm is more
likely to export products for each additional umit the five point scale of disagreement
to the statement. This suggests exporting firmaatosalue growth in production
capacity and sales volume as important objecti¥éiseocompany.

The marketing conditions evaluated in this paraca@nalysis focused on the
characteristics important for a firm’s market sélmt. Of the market selection
determinants, the only statistically significantigle represents the impact of regulation
on the decision to enter global markets. The nespaovas measured on a scale of one to
five where 1=very much and 5= not at all for thetetent “Country-specific regulations,
tariffs, and/or fees factor into our decision téezra foreign market.” The analysis shows
a negative relationship; the less attention a fimes to regulation during market
selection, the less likely the firm is to export.

Financial aspects of international marketing aesfitst constraints speculated
when addressing small to medium sized agricultamdl rural firms in Kentucky. Itis
hypothesized that a lack of excess capital prevantdler firms from pursuing foreign
markets. The analytical results support this hiypsis. A firm is more likely to export
products with one additional unit of disagreememtdrds costs of international
marketing and sales as constraints to enteringltisal market. The variable measuring

perceived cost constraints is significant at th&16vel. Furthermore, if a firm considers
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capital to be a barrier to international markdis, firm is less likely to export products,

statistically significant at the 5% level.

5.2.3 Interest Equation Results

Variables describing firm characteristics, infotroa inequalities, marketing
conditions, and financial aspects as barriersegeessed against a firm’s interest in
pursuing international marketing opportunitiesdaling the objectives of the study,.
While firm characteristics were insignificant iretexport model, some significance was
expected in determining a firm’s interest in expwt Financial aspects were also
anticipated to explain the dependent variable imriodel, while fewer independent
variables characterizing marketing conditions weotuded.

In actuality, the results showed no significang®ag the firm characteristic
variables. Perhaps most surprisingly, internatiemperience of employees did not
statistically significantly impact a firm’s intereis international marketing. It may be
that in today’s “global society,” employees witltdmational experience (further
specified as foreign language, foreign travel, ey experience in exports, or other),
are not as uncommon as years past, but ratheibdistd evenly among firms with
different company objectives. Size and experiaidbe firm were not significant in the
interest model, nor did online sales have a sizdi significant impact. A market
selection variable describing the firm’s activityidentifying and establishing new
market opportunities was included in hopes of figdtorrelation between the firm’s
overall pursuit of new markets and the interesporting. Although the coefficient for

the variable is positive, market selection is ratistically significant in this model.
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Perceived risk and cost constraints relative teifm marketing were analyzed in
this model to capture the impact of financial besito export, or interest therein. The
variable defining perceived risk is statisticaligréficant at the 1% level. For an
additional unit of disagreement expressed regartiagtatement “International sales
carry a higher risk than domestic marketing,” tineafis more likely to have an interest in
pursuing international marketing opportunities.islimplies that firms interested in
exporting do not see international marketing agh hsk activity.

The interest model is best explained by the “kremlge gap” variables included.
The difficulty of access to international markdbmmation is significant at the 5% level.
The firm is less likely to have interest in expogtigiven a one unit increase on the five
point scale of disagreement opposing the ideaitifi@tmation about international
markets is more difficult to find than domestic ketrinformation. The opposite
relationship was observed for the independent bbriaifficult” in the export market.
Intuitively, one would expect a firm acknowledgiegual access to foreign and domestic
market information to be interested in pursuingsthmarkets.

The availability of information as an influence market pursuit is significant at
the 5% level in the interest model. Theory predapositive relationship between this
variable (measured on the five point scale of disagent) and a firm’s interest in
pursuing international markets; firms which do hase new market pursuit on the
availability of information would be more likely &xpress interest in foreign markets
since those firms are less concerned with inforomationstraints. The results follow
theory; the independent variable “available infotiord is positively correlated with the

likelihood that a firm is interested in exporting.
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5.3 Marginal Effects

Table 5.5 and Table 5.6 introduce the marginalcefféor the export and interest
models, respectively. The marginal effects ingitloegression represent the slope of the
probability curve relative to independent variabteserus paribus. Marginal effects are
expressed mathematically as follows:

ap_
g

wheref is the estimated coefficient apds probability. Including an analysis of

fBx)B

marginal effects of the independent variables gtieans the interpretations of regression

results since marginal effects describe the madaitf each variable’s impact.

Table 5.3. Marginal Effects for Export ModeP

Variable dy/dx Std. Error
Knowledge Gaps

Available Information -0.359 0.047
Lack of Info Hinders Market Identification-0.188** 0.124
Difficult 0.106* 0.087
Marketing Conditions

Ideal Markets -0.021 0.039
Growth 0.075* 0.061
Demand Based Market Choices -0.036 0.050
Regulations -0.087* 0.060
Price Advantages 0.077 0.091
Financial Aspects

Cost Constraints 0.102* 0.077
Diversification -0.052 0.063
Capital -0.354** 0.181

8 * and *** denote statistical significance #ite 10%, 5%, and 1% levels, respectively
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Table 5.4. Marginal Effects for Interest Modef

Variable dy/dx Std. Error
Firm Characteristics

Age 0.002 0.003
Sales ($1,000) -0.00002 0.00002
Websales -0.022 0.055
International Experience 0.016 0.054
Knowledge Gaps

Available Information 0.049* 0.101
Difficult -0.049** 0.103
Marketing Conditions

Identifying New Markets | 0.005 0.016
Financial Aspects

Risk 0.068*** 0.142
Cost Constraints -0.034 0.069

For the export model, the smallest marginal imfgekperienced among the
market selection variables (available informatideal markets, and demand based
market choices). While none of those variablesstatistically significant, the marginal
impact is a 2%-3% decrease in the likelihood thataexports its products. Perceived
cost constraints and difficulty finding internatedrnmarket information have a
considerable impact on whether or not a firm expoRor a one unit increase on the
agree/disagree scale regarding both costs as amtstand relative difficulty of
information search for international versus doneestarkets, the likelihood that a firm
exports increases by about 10.2% and 10.5% , regplgc

The impact of information inefficiencies on thepess identifying and
establishing new markets is significant and re&givarge although the relationship is
counter intuitive. A one unit increase on the agrent/disagreement scale leads to firms

being 18.8% less likely to export their produdiszaluating marginal effects confirms

9 * and *** denote statistical significance tie 10%, 5% and 1% levels, respectively
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capital as the leading determinant in a firm’s dieei to export products. A firm
perceiving insufficient capital as a barrier to estps 35% less likely to export. Small
agricultural and food processing firms in Kentuekg not exporting due to financial
constraints.

The marginal effects of the variables regressdtennterest model are all fairly
small, ranging from practically no change to a @%arge in the likelihood that a firm is
interested in pursuing international opportuniti€®r a one unit increase on the
agreement/disagreement scale for the statementiegdhe influence of available
information on the pursuit of new markets, the fie.9% more likely to be interested
in pursuing exports. Perceived difficulty of imiational market information search
produces an equivalent impact, 4.9%, but is negigtisorrelated; a one unit increase on
the scale decreases the likelihood that a firmterested in international marketing.
Risk of international marketing is the most statedty significant variable, at the 1%
level, and also has the highest marginal impaa drm’s interest in exporting. For a
one unit increase on the agreement/disagreemdet fva firm is 6.8% more likely to

express interest in international marketing.
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Chapter 6
CONCLUSIONS

6.1 Summary

Since the Tobacco Transition Payment Programofmadco buyout), Kentucky
agricultural policy has emphasized the creationesf marketing opportunities especially
in adding value to the state’s agricultural anddffpooducts. Several small value-added
agricultural and food processing firms have emegeaitime when value-added agri-
food products are increasing rapidly among U.Soesp

This thesis aimed to identify and evaluate theenirstatus and potential of
Kentucky agribusinesses in global value-added procharkets. The specific objectives
were to identify and evaluate Kentucky value-adfbedl and agricultural producers’:

* Product marketing opportunities for internationgberts

* Product specifications for international exports

» Transaction requirements for potential internati@xgorts
» Constraints and challenges to the decision to eéxpor

To achieve these objectives, a survey analysiseoft#icky value-added
agricultural and food producers evaluated firmgtpptions towards international
markets. An empirical analysis was constructegk@mine the factors, namely
constraints and challenges, contributing to a fratecision to export products and
interest therein. Since the dependent variablediaary, two logistic binary regressions
were performed to explain the impact of firm chéedstics, knowledge gaps, marketing
conditions, and financial aspects on the likelihtiwat a firm currently exports its product

or is interested in international marketing.
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Sample bias is a major shortcoming of the reseaho to the design of the
survey sample. Some selection bias occurred dtinemgampling, and a bias is also
present in the fact that participants expresselihgiless to complete questionnaires
during an initial telephone call. The sample &ssked towards those firms who were
interested in the study, from which one can assiinaiethe non-respondents contribute to

additional lack of interest in international markegt

6.2 Conclusions

The conclusions address the objectives present€tiapter 1 and are based on
the literature review, summary of questionnairpoases, presented in Chapter 3, and
also the empirical results interpreted in Chapter 4

The first two objectives, to identify and evalupteduct marketing opportunities
including product specifications for potential exigpare primarily addressed in chapter
1 and through the survey data. In recent yealS, &€kports have been exponentially
increasing in value-added agriculture and food petsl Several small to medium sized
firms in Kentucky produce animal feed, jams antige) sauces, bakery goods, and other
value-added food products. The bourbon industigeantucky is already very active in
international markets. Current exporters in thiglg are active marketers across six
continents. A larger sample size which more adelyaeflects Kentucky agribusinesses
and food processors would identify product marlgtpportunities more specifically.
Assistance programs for international marketingaasalable to Kentucky firms through
the Kentucky Department of Agriculture and alsamtlyh trade associations like the

Kentucky World Trade Center.
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Regarding the objective to identify and evalusa@saction requirements for
potential exports, the results indicate that higbts to exporting are perceived mainly by
non-exporters. Few current exporters cited cestshange rates, or record keeping as
constraints to exporting; rather trade barrierstandfs were important to exporting
firms. Transaction costs such as exchange ratefidiever, play a role in the
withdrawal of former export participants from irmational markets. The empirical
analysis concludes that the most important trarmacequirements for exports are
sufficient capital, the search for market informatiand export planning and research.
Insufficient capital as a perceived constrainttelinational activity had the strongest
marginal impact on the decision to export. Ovdralin the survey responses and
empirical results, perceptions of international ke#s heavily influence both firms’
interest and activity in international markets. lafge portion of current exporters
initiated international activity as a responsedieign sales proposals, yet almost none of
the firms solicited initial foreign sales. Firm®aeactive, not proactive, to international
marketing.

The lack of market information was significant thghout the empirical results of
this study, as well as the evaluation of survepoeses. Kentucky agribusinesses and
food processors face knowledge gaps in identifging selecting new markets
domestically and abroad, in determining both prodieenand and their own competitive
advantage in a market, and concerning market regn$a Information gaps affect not
only the decision to export products but also therall interest in pursuing international
marketing opportunities. A much higher number atftigipants indicated potential

interest in pursuing international markets if deohéor their product existed or if they
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had a competitive advantage in the market comgarédte actual number of firms
expressing current interest in exports. Informalanefficiencies prevent market
characteristics from reaching firm decision makers.

This research aims to 1) inform Kentucky agribusgss about international
marketing opportunities and available resources$sistance 2) identify the constraints
and challenges perceived by participating firmsrtprove the efficiency of export
enhancement services and targeted export promaitidr8) explore the role of
Kentucky’s agribusinesses in global markets. Theiigs provide useful information
for policymakers, state agencies, academic resei,cand Kentucky agricultural and
food processing firms. ldentifying factors thahtttbute to export decisions and interest
in foreign marketing is important to evaluate inegronal marketing at the local level,

among smaller firms.

6.3 Policy Implications

Export assistance and promotion programs are mlesitp increase U.S. exports,
and those programs have evolved to focus on engmgraxports among small to
medium sized firms. From a firm perspective, thegpams are designed to bridge
information gaps about international markets arsisag the initial pursuit of
international markets. Few studies have analylzeaftficiency of export promotion
programs on the sustainability of exports amongllemiausinesses. Wilkinson and
Brouthers (2006) found a positive correlation betwéne trade leads and export
programs and a firm’s self-proclaimed export suscelhe results of this research are

useful for the policymakers in the design of KeRiutrade policy.
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Overall, this study concludes a lack of interesnternational marketing among
Kentucky agribusinesses and food processors. 6@f3%n-exporters had no interest in
pursuing international markets. The large non-oasp rate, 181 unreturned surveys sent
to firms agreeing to participate, indicates evesaggr lack of interest. Perceived
riskiness of international markets compared to ckilmenarkets had the largest marginal
effect on a firm’s interest in international matkegtopportunities.

Financial constraints impact an agricultural fisnafecision to export the most.
Insufficient capital as a perceived barrier to expad a large, significant marginal
impact on whether or not a firm currently expontsducts. Given the scope of this
study, 45% of participating firms operate at ldsnt$100,000 in annual gross sales, the
results suggest that firms are behaving rationaignall firms do not have the capital to
invest in foreign markets.

Among participating current exporters, 63% did ug¢ government assistance
programs, stating that those programs were eitbieuseful or the firm was unaware of
such programs. Only one of the fourteen expoffimgs used the Kentucky Department
of Agriculture for export assistance. Further expesearch should include a cost benefit

analysis of export promotion policies in Kentucky.

6.4 Suggestions for Further Research

Currently, research pertaining to the internatiomeolvement of Kentucky’s
food and fiber industry is limited. Additional mrimation in this area will help identify
the needs of Kentucky agribusinesses for poteetipbrts and the overall perception in
the industry about international marketing. Furttesearch will also benefit

policymakers in the design of state export promoéind assistance programs. A more
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in-depth investigation is needed into the role &Gfras’ competitive advantage in
international markets, and also into the confletween export promotion programs and
the “buy local, sell local” campaign.

Increasing the sample size for this study, follmywurvey sampling protocol, will
permit a more thorough analysis with the inclussbadditional variables and theories.
A mail survey might be more efficient at increasthg sample size and a comparison of
response rates for different data collection mettendong agribusinesses would be
informative for researchers. The study could Heaened using case study and interview
approaches to gather more information about Kenytagkibusinesses and food
processors. A larger sample size would allow th&rrapplication of the analysis to
different subsectors within Kentucky’s agricultunadlustry to offer a product-based
exploration of international marketing opporturstie

Any additional research is beneficial to ensusd Kentucky agriculture remains
competitive among increasingly global markets. e@d#tates and countries may benefit
from this analysis to improve their export promatgirategies among smaller
agribusinesses and to identify constraints andemges to international marketing faced

by their local firms.
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Appendix |. Questionnaire
University of Kentucky
Department of Agricultural Economics
Marketing Strategies Survey for Kentucky Agricultural Firms

Contact Person: Kelly A. Davidson
(859) 257-7272 ext. 268
Kelly.davidson@uky.edu

SECTION A: OVERVIEW OF FIRM

The following questions are to gain a better undeding of the size, scope, and
structure of your company and your procedures farket selection. Please check the
response that best describes your firm. Unlessroike noted, please check only one
response. Please feel free to provide commentsdditional details throughout this
survey.

1. Please check the following selection which besttifies the product line of
your business.

Ag supply/sales, nonfood

Bakery products (cakes, cookies, homemade fries] pigtato chips, and
related products)

Beverages (soft drinks, bourbon, wine, etc...)

Candy and other confectionary products, snack foods

Condiments/spices/syrup

Dairy Products

Forestry Products (finished and semi-finished fume)
Fresh Produce (fruits, vegetables, herbs, etc...)
Fruits/ Vegetables- Frozen and Canned

General Grocery

Jams/ Jellies

Meat/Poultry

Merchandise

Nursery Products (trees, shrubbery, flowers, etc...)
Seafood

Tobacco Products (smoking or smokeless)

Other

Do od oo

Please describe your main products

2. How many years has your firm been in business?
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0-5 years

6-10 years

10-15 years
15-20 years

21 years or more

=0

oose the range that best describes your firnmisheu of employees
Less than 25
25-50
51-75
76-100
over 100

elect the range below which best identifies yaun's annual gross sales
Less than $100,000

$100,000-$250,000

$250,000-$500,000

$500,000-$1 million

$1- $10 million

$10-$25 million

$25-$40 million

$40-$55 million

over $55 million

hich of the following describes the organizatidryour business?
Sole Proprietorship

Partnership

Private Corporation

Public Corporation

Cooperative

00000 doooddooo g oooad e oadod

. Select the response(s) which best describes yoopaoy's sales procedure.
Our company sells its product...

directly to the consumer

to retailers

to distributors

to wholesalers

to partners in joint ventures, collaborative prtgeor franchises

NN

. Ourcustomersexport their products
[] Yes
[] No
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8. Our firm isonly interested in local marketing on the farm or atfars’ markets

[
[

9. We patrticipate in farmers’ markets on a regione¢leselling at multiple farmers

Yes
No

markets

[]
[]

Yes
No

10.1s your business considered an “agri-tourism” attoam?

L]
[]
[]
[]

]

Not at all

Yes, agri-tourism is our main focus

We incorporate agri-tourism by hosting a seasagstivfal, but agri-tourism
IS not our main focus

Our business offers site tours for visitors, but-émurism is not our main
focus

Other Comments

11.1s your product available through online sales?

= OOd

We do not have a company website

We have a company website but are not interestedline sales

We have a company website where our product isdter

We do not currently sell our product online, butave interested in doing so
Limited access to internet prevents our firm frontiree marketing

12.We sell our product internationally via online sale

|

N/A

Yes, we currently accept international orders

We formerly accepted international orders but mg&r do so
We do not accept international orders

Other Comments

13.Our firm has cutting edge operating techniques (@apuction, sales, finance,
personnel, etc...) which set us apart from firms:

NN

Locally
Regionally

US Domestically
Globally

We currently do not have operating techniques whkethus aside from other
companies
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14.0ur firm has a special division dedicated to makirayket selection decisions

[] Yes
[] No

15.0Our company chooses to participate in a market:
[ ] (A) Based on industry trends
[ ] (B) Based on opportunities which present themselwvesir company
[ ] (C)Based on markets we actively seek and purstselves
[] BandC
[ ] All of the above

16.Please respond to the following statements almawket selectionbased on a
scale of 1 to §1=strongly agree, 2=somewhat agree, 3= unsure, 4nsewhat
disagree, 5=strongly disagree)(Check one)

1 2 3 4 5

Our firm actively identifies and considers new neditkg ] O O OO O
opportunities

Our firm pursues only markets that meetour predeteed [ | [ ] [ ] [] []
“ideal” characteristics

The lack of market information acts as a constimmarket [ | [ [ ] [] [
selection and development

The availability of information about a market iméhces [ ] [ ] [ [ [
whether or not we pursue the market

My firm chooses to participate only in those maskshere [ ] [ [ ] [ []
we have an advantage over our competitors

If demand for a product existed on the internatiomarket, [ ] [ ] [] [ [
we would be interested in pursuing it

If our company had competitive advantages on the ] [0 O O O
international market we would pursue those markets

17.Please respond to the following statements basedsoale of 1 to §l=strongly
agree, 2=somewhat agree, 3= unsure, 4=somewhat disse, 5=strongly
disagree). These questions will help us gain a better uideding of what
business characteristics are important to your @myp (Check one)

1 2 3 4 5
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Our competitors have an advantage over us in dpgrat ] [0 O O O
procedures and firm organization

Growth in production capacity and sales volumeimmortant [ | [ ] [] [] [
objectives of our company

Our company views U.S. markets and internationaketaas [ | [ ] [] [] []
separate and unique markets

18.Does your firm currently export products?

[] Yes
[] No

If you answered YES to question 18, please answdnret following questions. If you
answered NO to question 18, please skip to SECTIOBI

19.How did you decide to enter foreign marketSelect all that apply
Sales proposals from international companies

Petitioning foreign companies for sales

Other firms in the industry began to market intéorally
Product demand was observed in the foreign market
Trade lead from a trade assistant or private source

Trade lead from a U.S. government source

Other

|

20.Did you take advantage of government assistanp&amming and implementing
export strategies?

[] Yes
No

[]

21.

f“Yes”, please select the services which weredusg€heck all that apply)
U.S. Department of Agriculture

Kentucky Department of Agriculture

Universities (please specify)

Department of Commerce, International Trade Adntiaigon

Small Business Administration

Small Business Development Centers

Export-Import Bank

Other

NN NN

22.1f “No”, why? (Check all that apply)
[ ] Services were not available
[ ] Our company was unaware these services existed

64



[ ] These services were not useful
[] Other

23.Did you use any services other than governmenlainrgng and implementing
your export strategies? (Select all that apply)

[] Internet
[ ] International Newspapers
[] Banks

[ ] Trade or Industry Association
[ ] Private Consultants

24.Which of the following is most important in idenfiiig, screening, and
maintaining international marketing opportunities?

[] (A) Market prices and demand

[ ] (B) Information about competitors

[ ] (C) Information about regulations, changes to ratjoh, and exchange rates
[] AandB

[ ] All of the above

SECTION B: INTEREST IN EXPORTING

If your firm does not currently engage in expotesaplease answer the following
guestions.

25.0ur firm is interested in pursuing internationalrkeing opportunities.

[] Yes
[] No

26.If demand for our product existed on the internaianarket, we would be
interested in pursuing it.

[] Yes
[] No

27.1f our company had competitive advantages on tternational market we would
pursue those markets

[] Yes
[] No

28.Our firm formerly participated in export marketsitimo longer does so.

[] Yes
[] No
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If you answered “Yes” to question 28, please answdhne following questions.
Otherwise, skip to SECTION C.

29. Select the best response(s) for why your firm chosiscontinue its involvement
in foreign markets. (Check all that apply)

[]
[]

[]
[]

[

The transportation costs of international marketigge too high for us to
continue offering products abroad.

A change in regulations forced our company to difooe international
marketing

We ceased global marketing due to lack of demanokab

Exchange rates, tariffs, or other added costs werexpensive for us to sell
our product internationally

Information about our global markets was too diffico find and maintain

30. Which of the following describes your firm’s futuperspective on foreign
markets?

[]
[]

[

Our firm has no interest in pursuing foreign maskagain.
Our firm would potentially re-enter foreign mark&ighe future, given the
right market conditions and information

Our firm is currently considering re-entering fapeimarkets

SECTION C: INTERNATIONAL EXPERIENCE

This group of questions is designed to understhaaktent of your company’s
international experience and interests in purstongign markets in the future. Unless
otherwise noted, please check one response forcgesstion.

31.Choose the statement which best describes youisfimarketing areas

Zz  ggdn

We operate solely in domestic markets

We regularly participate in foreign markets

We are a new entrant to global markets

We are evaluating opportunities to begin markegjladpally
We formerly participated in global markets

32.How long has your firm been operating internatityal

HNN|nn

We have never participated in foreign markets

Our firm has begun international sales within thst@ years

Our firm has been marketing internationally forsiéisan 10 years
Our firm has been marketing internationally for mtinan 10 years

Our firm has previously participated in foreign ikets, but no longer sells
globally
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33.Selecteachresponse that describes your firm'’s internationatket (Check all

that apply)
[[] Canada [ ] South and/or Central America
[[] Mexico [] Pacific Islands
[ ] Ireland [ ] Japan
[ ] England [] China
[ ] Germany [ | Middle East
[ ] France [_] Former Soviet Union
[ ] Spain [ ] Other Asian Countries
[ ] Portugal [ ] Other

34.Do any of your employees have international expee@
[] Yes
[] No

If “Yes”, what type of international experience?
Foreign Language

Previous experience in exports
Foreign Travel

Other

HN|nn

35. The following response is based on a scale offl, wherel=many and
5=none. Select the range which best describes your compaagch situation.

1 2 3 4 5

Our firm receives sales proposals from internationa ] [0 O O O
companies

Our firm approaches foreign companies for salesravd ] [0 O O O
markets

36. Select the range which best explains the percemtageur firm’s total sales that
are marketed internationally.

[] Lessthan 10%
[] 11-20%
[] 21-50%
[ ] Over50%

37.The following questions are statements based otoébkcal€1=strongly agree,
2=somewhat agree, 3= unsure, 4=somewhat disagreestongly disagree).
These questions are designed to identify your 8rmternational experience
and future objectives in global markets. (Check msponse for each statement)
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Our firm currently has a method of monitoring andleating [ ] [ ] [] [ [
the decision to market globally

We are currently looking to pursue new foreign nessk ] [0 O O O

Over time, we have continuously increased our fprei ] [0 O O O
markets to include more areas

Over time, we have continuously introduced moredpotsto [ | [ ] [] [ [
international markets

We have progressively learned new techniques about ] [0 O O O
international marketing

Information constraints have prevented us from atirey ] OO0 Od O
efficiently in international markets

SECTION D: ACCESS TO INFORMATION

This set of questions addresses areas where thefladormation affects the
performance of your firm. After reading each gimsplease think to yourself “Is this a
major problem for my firm?” The questions applybmth domestic and international
markets as a whole. Please select one responsadbrguestion.

38. The following questions are for all participani&hese questions are based on a
scale from 1 to $1=strongly agree, 2=somewhat agree, 3= unsure,
4=somewhat disagree, 5=strongly disagreellease select the best response in
regards to your company’s perceptions.

1 2 3 4 5

Our firm currently has a strategy to collect andmmn upto [ | [ ] [] [ [
date market information

Identifying and establishing new markets formy pamyis [ ] [ ] [ ] [] []
hindered by a lack of information

Our company has forgone opportunities in marketsese [ | [ [] [ [
we did not have enough information about the market
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We do not have adequate access to mass mediakegimso [ | [ ] [ [ ] []
(such as the internet) to acquire information almatkets

Finding information about consumer wants and néeds ] [0 O O O
difficult

Identifying potential and new customers is difftdle tothe [ ] [] [ ] [ [
lack of information

Finding information about the potential for newgwotsis [ ] [ ] [ ] [] []
difficult and/or costly

My company does not have enough information atsuti [ ] [] [ ] ] []
competitiveness in a market

It is more difficult to find information about inteational L1 O OO O O
markets than U.S. markets

Once the foreign market is identified, our firm hiasible ] [0 O O O
finding information for market selection and seiectof
marketing strategies

Our firm has trouble maintaining up-to-date infotima ] [0 O O O
about its international markets

Prospectivdoreign customerslo not have enough ] [0 O O O
information about our product

Prospectivdl.S. customersio nothave enough information [ ] [] [ ] [] []
about our product

SECTION E: MARKET CONDITIONS

These questions identify characteristics of madeshand and supply for your firm’s
products as well as the competitiveness of yourpaom in domestic and international
markets. Please answer each question to the gstioknowledge.

39.Demand for our product exists: (Select all thadlgp

Locally
Regionally

U.S. Domestically
Globally

HNNn
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40.How would you describe tromesticsupply of your product relative to its

domestic U.Sconsumer demand?

[ ] Product supply meets its market demand
[ ] Product supply is in excess of market demand
[ ] Market demand for our product exceeds its supply

41.How would you describe thgdobal supply of your product relative to iggobal

consumer demand?

[ ] Product supply meets its market demand
[ ] Product supply is in excess of market demand
[ ] Market demand for our product exceeds its supply

42.The following questions aboutarket demandare based on a scale of 1 to 5

(1=strongly agree, 2=somewhat agree, 3= unsure, 4nsewhat disagree,

5=strongly disagree). Please check one response for each question.

1

We have specific techniques for identifying andeassig []
demand for products

We have identified specific domestic locations #adtibit []
demand for specific products

Demand for our product could exist in foreign maskéut []
we do not currently pursue those opportunities

Domestic demand for our product is expected tceimee in -~ [
the future

Foreign demand for our product is expected to amedn the [ ]
future

Our firm chooses markets based on existing demand ]

Our firm first chooses a market then creates a derfar the [ ]
product within that market

2

[

[

[

[]
[]

3

[

[]
[]

4

[

[]
[]

5

[

[]

43.Please select the statement which best descrilvesnanket regulations affect

your company.

[ ] (A) Regulations and/or government policies hindar @mpetitiveness
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[ ] (B) Regulations and/or government policies enhanreompetitiveness
[ ] (C)Regulations prevent us from entering some niarke

[ ] AandC

[] BandC

44.Please respond to the following statements onla s€4 to 5(1=very much;
5=not at all).

1 2 3 4 5
The markets in which we compete are heavily regdlat C1 O] O [ L

Country-specific regulations, tariffs, and/or féastor into L1 O OO O O
our decision to enter a foreign market

Contract laws in some foreign markets are nottstniough [ ] [ ] [ ] [ []
for us to pursue those sales

45, Select the response which best describes the mfarkgdur product.

i. Domestically

We are the only seller, offering our product tew buyers

We are the only seller, offering our product to maaoyers

The market for our product includes many selleis few buyers
The market for our product includes many selled many buyers

We face little to no competition for our product
ii. Internationally

We are the only seller, offering our product tew buyers

We are the only seller, offering our product to maaoyers

The market for our product includes many selleis few buyers
The market for our product includes many sellexd many buyers
We face little to no competition for our product

HiNN|nn

HNN|nn

46.How do customers perceive your product?

[] Our product is highly differentiated
[ ] Other sellers offer similar products, but ourslighdly differentiated
[ ] Our product is easily substitutable with other prcid

For the following questions, if you do not part&ip in international markets, simply
omit the response for “internationally”. Thank you

47.0n a scale of 1 to 5, whetelower priced and 5=premium priced how would
consumers rate your product?
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1 2 3 4 5

Domestically OO 0O 0O O
Internationally OO 0O 0O O

48.0n a scale of 1 to 5, wheteecommon good and 5=specialty goothiow would
you describe your product?

1 2 3 4 5

Domestically OO 0O 0O O
Internationally OO 0O 0O O

49.0n a scale of 1 to 5, wheteaverage quality and 5=highest qualityhow
would your customers describe your product quality?

1 2 3 4 5

Domestically OO O 0O O
Internationally OO 0O 0O O

50.0n a scale of 1 to 5, whetegeneral customer base and 5=specific, targeted
customer basehow would you describe your customers?

1 2 3 4 5

Domestically OO 0O 0O O
Internationally OO 0O 0O O

51.The following questions aboutarket competition are based on a scale of 1to 5
(1=strongly agree, 2=somewhat agree, 3= unsure, $msewhat disagree,
5=strongly disagree).

1 2 3 4 5

Our company tailors its competitiveness for thedsesfthe [ ] [ ] [] [ [
marketafter selecting the market

Products similar to ours are sold in the geograptg@ons ] [0 O O O
where we market our product
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My firm is able to clearly identify its competitivadvantages [ ] [ ] [ ] [] []
in a market

Competition forced or is forcing our company out of ] [0 O O O
international marketing

52.Which of the following best describes your firmisging mechanisms?

[]
[]

[

[]
[]

(A) We accept the market price for our products

(B) Our firm has some degree of power over theewie charge for our
products

(C) Our firm has some bargaining power over theegwe pay for input
products

Aand C

BandC

53.Please seledll of the responsesvhich describe your firm.

[]

O Dot

Our firm is responsible for the production of raaterials used for our
products

Our firm buys the raw materials used in our producprocess

Many firms supply the input products we need fargesssing

Our firm is responsible for its own processingtraisition, and retailing of
output products

Our firm contracts with outside firms for the dibtrtion and/or retailing of
our products

53a. If your firm contracts with outside firms aney of those firms internationally

owned?

L]
[]

Yes
No

54. Selectall responseghat describe the competitiveness of your firm
Our firm has a competitive advantage:

[ Do

In terms of price/cost advantages

In the quality and/or special features of our pdu

In our ability to meet niche market demands

Because our pricing and production strategiesaffiéict rivals’ prices or
production volumes

Because changes to our pricing or production vifilc the entire market
for our product

55. Selectall responseghat best describe the competition your firm fa¢€seck all
that apply)

[

Our firm faces competition from smaller sized Wbh&sed firms
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Our firm faces competition from larger corporat&lbased firms
Our firm faces competition from foreign importsrindMexico and Canada

Our firm faces competition from foreign imports beg Mexico and
Canada

N

56.0n a scale of 1 to 5, wheteabove average and 5=below averageow would
your firm rank the market growth for your products?

1 2 3 4 5

Domestically [ [ [ [ [
Internationally OO O 0O O

57.0n a scale of 1 to 5, whetehigh potential and 5=no potential how would you
rank your firm’s potential to gain a significant rket share?

1 2 3 4 5

Domestically OO 0O 0O O
Internationally OO 0O 0O O

58.0n a scale of 1 to 5, wheteappealing and 5=unappealinghow would you
rate the prospective sales opportunities in nevkatarfor your product?

1 2 3 4 5

Domestically OO 0O 0O O
Internationally OO 0O 0O O

SECTION F: PERCEPTIONS OF INTERNATIONAL MARKETS
These questions address some issues which migharngour business from pursuing
global markets.

59. The following questions are based on a scale of3l(1=strongly agree,
2=somewhat agree, 3= unsure, 4=somewhat disagreesongly disagree).
Please consider whether the statement reflectsypowcompany views
international sales compared to domestic sales.
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International sales carry a higher risk than domesarketing [ ] [ ] [ ] [] []

Our company believes the profitability of intermetal sales [ | [ ] [] [ [
would be less profitable than domestic sales

Our firm believes international markets bear highegreesof [ | [ ] [] [ [
competition than domestic markets

Our company views the costs of international mamgeand [ ] [ ] [] [ []
sales as constraints to entering the global market

Our company has concluded profits from internationa C1 O] O [ L
marketing would be enough to engage in foreignssale

Our company views international marketingasamedn [ | [ ] [] [ []
diversification for the company

60.In addition to those topics already covered, sedéaf the following which your
firm would consider to be barriers to internatiomarkets.

Management strategies for export activities
Insufficient capital

High costs of exporting

International financing

Currency rates

Paperwork (export records)

Trade barriers and tariffs
Please provide any additional comments or questionshave relative to the survey.

HNENNEn

Thank you for taking the time to participate in our survey! If you would like a copy
of the results, please check the box below.

[ ] Yes, please send a copy of the results to our firm.
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