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‘1“-here is a great deal of published research on the

. economic factors and policies which influence the export

’

performance,’in manufactured products, of developing coun-,

. tries. ' Yet, for .these countries, there are few systematic

.o N, . . .
reports which -illustrate’ how these factors and policies

. -

affect the managers of individual‘ manufacturing: firms.

Also, there are few reports which attempt to explain the
differential exportiperformahce offtnese enterprieee,,both

from the point of view of the firm and of the manager. The

objective of this study, therefore, ‘wae to identify‘ and‘

'\aesess the relationship between the. firm's export behaviour

and the characteristics Af the firn, its nanagerb and their

perceptions of the donestlc and forelgn environnents.

With a conceptualfmodel ae a framework data for this .

?eaearch was collected in Jamaica. One hundred and nineteen

Vo

firne were interviewed, including forty non—é&porters.‘ Bacﬁ\\

) interview labted approxiuately two hours. " The - daﬁa was

‘analyzed usipg_ Discriminant .Analyéis and ,Multiple Rbgres-
sion. ' g |

The results lndicated’tnat the factors  which distin-
guished the egporting from thé non-exporting firm weére sub-
stantially different from -the factors which .determined

export performance. 'The results also indicated that the

L]
» L . -
’
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nanagerial characterlstica-associated‘with exporting firms

' yere-'those which hg%e traditionally been:vlinked with
'innovators. Also /Iuportant was the finding that firms .
establlshed during a regxme of lmport substitution were poos
export performers. On the basis of the -research results a
g revio‘l conoeptual model was developed.

- ~Tne studv concluded that managerial characteristics
vere.impottant, if a firm wiehed to enter the export market,
~but that the ?esources of the enterprise were the key to
\enport pergormence. :These_resources'center on the technical
superiority\\ of the \{i;m and on its product. It . was also
cbncluded that the governing authorities in developing
counttles should not expect firms established during a
regime of import substitution to be'signifiqant exporters.
And tinally. because of the lmportance of tﬁe/dohestic
environment, it was also concluded that managers ;nd public

policy makers need to develop a close working rélationship

if manufactured exports are. to be encouraged {

-
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CHAPTER 1

DEVELOPING COUNTRIES AND MANUFACTURED EXPORTS

)

1.1 INPRODUCTION

The early efforts of many developing countries to stim-
ulate industrialisation and economic hdevelopment fo&used
largely on the substitution of imported manufactures with
local production. These counéries, therefore, emphaﬁized
the domestic production of manufactured goods aimed at
satisfying the demand of their local markets. In recent
years, however, this emphési; has shifted‘go includq ghe
gatisfaction of foreign deﬁand and thus the stimulatigp-of
manufactu;ed exports. The expert of manufactufed'prédaégg,
it is believed; will lead ﬁo decreased dependénce on vola-
» tile agriculturai and raw material exports and consééuéntly
to mére tapid écénomic,develspment. This belieg explains
why many developing countries adopt export oriented econ&mic
policies which focus on their manufacturing firms.

. This regsearch will explore the factors that infldenée
the export performance of manufacturi;g firms in develbping
countries, by analysing tt;e export performanfe of' manufac-

turing'fifms in Jamaica. One objective of the research is

to identify the relatioﬁship between factors internal to the

- -

1
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firm and the firm's export behaviour. Another objective is
.to identify the relationship between the environmental fac-
tors, including eiport market factors, and the firm's' export
behaviour. A final objective is to examine'the relationship
between the commitment of management to-exporting and the

export behaviour of the firm. : e

1.2 MANUFACTUR%? EXPORTS FROM DEVELOPING COUNTRIES

The st;uctdré of the external trade of developing coun-
tries exhibits a fairly predictable pattern and this pattern
of trade produces a numbeg of dLstipct problems.. Typically,
the major portion of the imports of these countries consists \LS'
of manufactures and ghé pulk of their eiports consists of

primary Qr-resource basedlbroducts. Associated with the ex- (A

3 €

port of primary products are problems such as a relatively
_ slow growsp in demand, unstable prices, éevere ;ompetition,
depletionvof resoufces-and wofseniﬁg terms of trade, ‘Be- "~ :
’ cause of these trade problems, the inordinate dépegdence on
primary exports by developing countries is a significant
contributory factor to the condiéiqn of underdevelopment,

The characteristics of underdevelopment are well

known. fhey include high levels of unemployment, inspffici-'
ent foreign exchange, poor infrastructural development, low
per capita earnings and maldistribution of 1ncoﬁes: Public
policy makers, in many developing counttiesf hold- that a
potent remedy for some of these.problems is an increase in

the level of industrialisation. The initial industrialisa-

P
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- tion sttategy was one of import substitution but noré re-

- \"

cently the enphasis has shifted tb ‘the export of nanufactur-'

ed prodacts.\ The potential benefxts of thls shift 1nclude

“the earning of additional foreign exchange, increasing eco-

nonies "8 scale since the size of plant is not limited by

the size of the domestic_market, the learning of industrial

.skills by the workforce, and the acquisition of modern meth-

" ods and technology through frequent interaction with the

international market place.1
Table 1.1 shows the growth of manufactured exports from
the developing regians of the world. In current U.S. dol-

lars, these exports increased more than nine times between

1965 and 1976. 'In real terms, however, manufactured e;ports

increased at an average annual rate of 12,7% between 1965

and 1976, in contrast to the 9.1% rate of increase of manu-

factured exports from developed countries.2 East Asia had

by . far, the best export petfornance of all the developing

" regions (Table 1.1). This performance is due latgely to the

. X !
exceptional achievements of Hong Kong, Korea and Taiwan.3,

ek,

Tpor a useﬁpl summaty of the snbrtcomings of primary

" exports and the benefits of manafactured exports see, Donald

B. Keesing, Trade Policy for Developing Countries, Wworld
Bank Staff .Wworking Paper NO. 353 ‘(Washington- The World
Bank, August 1979), p- 26-38.

2Donald B. Keesing, World Trade and Output of Manufac-.
tures: Structural Trends and BiveIopI Coungties' Exports,

World Bank Staff workling Paper No. (WwashIngton: The
world Bank, January 1979) p. 6. ) ‘

3Ib£do' po 16.
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.-: developlng reglons, wzth the exceptlon of East §s1a,tregls—

Despite the overall growth in manufactured exports all
tered a ~constant or dec11n1ng Share, for the period. Nat-
wf?ﬁstand1ng che‘ relatively weak performance. of these
developing regions, however, other- significant exporters

wete Brazil, Mexico and Argentina in Latin America; and

India, Malaysia and Pakistanlin South Asia.. These coun-

.Itrles, together with those of East -Asia, acéounted for 79. 1%
of manufactured exports . frOm‘developlng countries in 1965
and foy 77.4% in 19794 “‘fthese" fiqures® indicate that many
developing countries contribute'a relatively small percen-
tage to the total manufactured exports of the developing
world. W ' ‘

-t

Among the developing countries, ‘the share of manufac7

J

tures in total exports var;es between 93% for a country such

aslgong Kong to .7% for one such as Venezuela.5 Still, for

the majority of these countries -- over 75% —-- less than 15%

of thelr exports consist of manufactured products. Included
"in the other 25% of developing countries is what Keesing
calls the "power-house" middle income exoorters -- the ex-
ceptional performers mentioned earlier..6 Prior research on
the manufactured exports of developing countries has large!y

been on these exceptional "performers. Jamaica, the source

41bid., p. 27.

5United Nations, Conference on Trade and Development,
Review of 1International Trade and ‘Development (TD/B/530/
Add-T/Rev. 1, 1975), p. 35-36.

6geesing, World Trade and Output..., p. 29.

W
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~of data for this studyr ialls among the average performers.

w;; - In 1974 ‘it was among thé top 51 exporters - those with ex-
C b
ports of manufactures greateér thaﬁ U S. $25 million.’

vr",“,‘
.

7 .

1.3 MANUFACTURED EXPORTS FROM JAMAICA

* . The island of Jamaica has a population of approx}mately
2.1 million people and anthea of 4,4t1 §quafe miles, It is

the third largest island in the Carihﬁgan and it is. larger

»

than all the othep’English speaking ¥lands put together,
It lies just 90 miles south of Cuba. Theacountry is a mem~

ber of the British Commonwealth with constitutional indepen-,i

dence granted by Britain in 19§2. In 1977 its GNP per capi-

+

ta was U.S. $1493.6.

Prior to-the Second World War Jamaica's economy was -

ma1n1y an agricultural one. The prlncipallcrops, produced .  j’
largely’for export, were sugar, bananas,'qoféee and cit-
. rus. 'Agribnlture contributed most to théh Gross Domestic>~“
Product and employed the bulk of the labour force - 45%.8
In the early 1950's bauxite became the principal export and < °*
today, together with alumina, it is still the major contri-

oy

butor -to Jamaica's export earnings., Table 1.2, SITC 2,

illustrates Jamaica's heavy dependence on bauxite and alum-

-
.

.ina exports.
1

71bid, p. 28 and Annex B.

80owen Jefferson, The Post-War Economic Developnent of
Jamaica (Jamaica:  Institute of B8oclal and Economic Re-
searcﬁ, University of the West Indies, 1972)," p.1.
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Jamaica's industrialisation efforts began in the 1950's
with ... the elevation of industrial development to a posi-
tion of priority in the revised plan of 1951."9  The Jamai-
carn government, for the first time, active%y encouraged
industry with the use of incentives. 1In‘line with the cur-
rent thinking in develooing countries at that time, the eco-

nomic policy foilowed was one of import substitution and

"...exports were viewed as’ a bonus 10  7his policy conti-

nued throughout the fifties and for -most of the sixties. 1In -

the seventies, however, as w1th many other developing coun-
tries, the thrust was on export .led industrialisation.

+« In spite of the efforts at export led fndustrialisa-
“tion; Jameica's pattern of external trade remains essential-

. ,
ly uhaltered. In 1970 manufactured products "(SITC 5-8)

- accounted for 6.5% of total domestic Exparts and in’J976,‘

£he propoEtion was 7% (Table 1.2). . While im 1979 thekoro-
portion edged upwards slightly to 7. 58,11 Jamaica, like
many developing countries, remains largely .dependent on

Sy

primary and resource based exports with.ali their attendant

problems.’ This dependenée on the export of'primary oroducts,

is .the cause of much concern among the makers of public ’

,policy. ’ EE

91bid., p. 11. - ’

1
|

"10yamaica, Export Develquent (Hinistry Paper No. 47
nd)' pa 3. R V4

11pank of Jamaica, Statistical Digest, 1980

{\




1.4 THE VIEWS OF PUBLIC POLICY MAKERS:

In keeping with the philosophy of,expott led igdustriJ
alisation, the official view in Jamaica is that the coun-
try's economic salvation lies with the proqption of manufac-
tureo exports. Tﬁe view is thet the development of non-
traditional (manufactured) exports will provide an important
stimulus.to the country's ecohomic growth., The economy will
be placed on a,groeth path, since export development f...is
a broad and dynamic 'instrument for the development ©of the
economy, that is, increasing iqggme, creétidg»employmentgand
bringiné Jdn the technoLoey necessary to Qenerate\§rowth."2
The potenti;l.benefits of exﬁott deveiopment_also include
the promotioh of medium end large size ‘inddstries end the
?mprovement of the compet}tive position of the local menu-
faéturing\sector.13 Thus, for.  the peridd 1978-1982,\the
annum. 14 N
. The importance attached to the development of -manufac-

tured exports stems from two sources. The first has to do
S )

with a feeling .of insecurity and vulnerabiiit§ oaueeq by the

Apart from the fact that bauxite is a non-renewable re-

127amaica, BExport Develqpment, p.1.

objective is td increase manufactured exports by 14%-15% per-
~ ’ .

excessive deﬁendencé‘ on the export of primary ptoducts.~

13jamaica, Green Paper on Industtial Deve;gpment Pro-
- w-gramme - Jamaica, 1975-1&5%. : ‘

.

¢

"National Planning Agency, FPive Year Developnent Plan

1978-82 (lingston, Jamaica~ Min{stry of Finance and Plan-
ning, 1979) ) .

- a
—
' B
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source, world prices fgr bananas, sugar and Abanxite also
fluctuate widely. yhile-1974 was a boon year for sugar and
bananas, for.examptE} in 1975 a slump occurred in the world

¥ narket for 'nauxite and alum.ina.15 In addition, a major ‘
concern is Jamaica's worsening terms of trade. Between 1975 -
and 1977, both the net terms of trade and the income of
trade showed significant declines. (Table 1.3).

The second factor contributing to tne_ inportance
attached'to ‘the export of manufaetured éroducteﬂ}s the die—
illusionment with impert substitution. éne view is that
import‘eubstitutipn places a great sttiin'on the foreign

' exehange position of the country because of the substantial

imports :equired as inputs to, manufactures.15 .
Jamaica 8 concern is: not only with 1ncreasing the level -

of manufactured exports. Reducing the economy 8 dependence ‘

' on CARICOM’7 as a maJor export market is aISO”Qmportant f ' .
In 1977 this market accounted for 38% of Janaica s non- *
traditional exports,!8 This overdépendence on one market "

has many well known difficulties. Consequently the govern-
ment encourages efforts to extend exports to third country

~markets. Moreover exporters often support this encourage-

15jamaica, & __ggrt Developnent, P- 3

IGIbid . ’ s ) 2 ' N i "‘

2 e

17y grouping of the English spéaking countries of the
Caribbean into a Common Harket.

-

18Janaica, ngort Develépnent, p.16. -

v o
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TABLE 1.3
M'S ms F. TRADB 1974 -~ 1976

' llat ‘rer.u of m 1974 - 1976 (Bue Year 1974 = 100)

— -

Price Indices

. ] Net Terms!
Year Domestic Exports Imports of Trade

LY .
1974 100 100 100
1975 137.4 . 1125 122.1
1976 129.4 118.8 109.0
19 (2) 136.2 129.1 105.5
(b}’ . 141.8 151.6 93.5

Income Terms of Trade (Base Year 1974 = 100)

Export Value Import Peice  Income Terms?

Year Jpdex Index ' of Trade

1974 100 ' 100 100

1975 . 115.4 112.5 102.6

1976 86.5 . "118.8 72.8

1977 (a) 101.5 - 129.1 78.6

. 1977 (b) . 106.1 < . 151.6 70 '
1. Export Price Index ' 2. Export Value Index

Tmport Price Index ' , Import Price Index

Indices for 1977 (a) computed at basic rate for full year and
indices for 1977 (b) computed at mixed rate.

In1977 Jmica.badbothabasicaﬂaspecial rate 'of exchange.

ThHe basic rate was set at J$1.00 = US$1.10. Between April 22nd and
0ctcber24ththespecia1ratemsetat.]$100 0U8$.80 and for

therestofthewaritwassetatJSLOO tB$78

S(IJK:E: National Planning Agency, Pive Year :Divel t Plan 1§78—82
(Kingston, Jamaica: Ministry of Finance & Planning, 1979).

*«




ment by exhorting their colleagues to gear production for
large export markets,19 .

It is clear, then, ihat the development of manufactured
exports has an important role to play in the total economic
development strategy of Jamaica. Nevertheless, public poli-

cy makers.-recognise that exporting is not an easy process

especidlly since Jamaican manufacturers have not been, in

the main, exporting businessmen.20 Thus, an important con-

siderétion is the lack of export marketing experience and
expertise and the inefficiencies that may occur as a re-
sult. Businegsmen are often encouraged to "... generate the
level of knowledge and expertise to maintain an intéfnation-

al competitive edge."21

1.5 EXPORT INCENTIVES

In its efforts to stimulate exports, the Jamaican gdQ-

4

ernment places major emphasis on "the use of export iqpen-
tives. These incentives are many, but the 'principal i‘nstru—
ments include tﬁe Export Industry Encouragemept Law, formu-
lated so that exforts to markets other than CARICOM may be

stimulated. The stimulus is in the form of income tax

, 19gee Jamaica Chamber of Commerce Journal, 30, 2-4
{1974), p. 26.

203amaica, Export Development, p.2.

21p.K. Ventura, Director of the Scientific Research
Council in an address to the Directors of the Jamaica
Chamber of Commerce. Jamaich Chamber of Commerce Journal
(1978), p. 33.




reliefs. There is also the Sxport Development Fund designed
to provide foreign exchange t6 éxporters of non-traditional
products; the Export Incentive Grants Scheme to cover the
cost of export market research and training? and the Certi-
fied Exporter Scheme fashioned so as to give preferencé-to
exportegs in the securing of‘/;ﬁport licenses and forejgn
exchange. ' The Jamaica National _Export éorporation‘ also
provides a wide variety of services, including export train-
ing programmes, to erorters and would-pe !xporters.22

A substantial amount of research "supports the stress
placed on export incentives. This research, to be examined
in Chapter 2, focuses on the relative export performance of
ind{yiduél countries ovef'time and on the‘reiative export
performan?e of different countries for a given period. The
‘research demonstrates that export promotion incentives con-
tribute to the successful export of manufactured products by
developing countries. These incentives act either by in-
creasing the competitivenesq of these products or by reduc-
ing the risk and uncértainty inherent 'in the exporting

process.

But Secause this research is at a highly aggregate

lével, ‘1ittle is known about the manner by which these

incentives aff%ct the individual firm and its managers.

Little is known, in addition, about the characteristics of

those firms which respond to export incentives, or other.

22p summary of these incentives is contained in Jamai-
ca, Export '‘Development (Ministry Paper No. 47)

13




factors in the .domestic environment. The absence of this
kind of knowledge implies that policy makdrs either wait for
,R%rms to respond to incentives while they do little to seek
‘out promising firms dr, if lhey do search, they may not be
very efficient.
. Other areas of uﬁceftainty relate to the effect of fac-
tors internal to the firm on export pérformance, relative to

factors in the domestic environment or foreign market. How

important, for instance, are the characteristics of managers

for exporﬂ_pérformance, or the size and ownership of the
firm? , While much research has been done to explain thé
relative export performance of developing countries, as will
be shown im péapter 2, researchers pay little attention to
the relative export performance of manfacturing firms within

thesq.countries.

1.6 THE MANAGERIAL PROBLEM

.

There are no systematic reports available which show -

whether the relaéively recent governmental emphasis on
exporting and the correspondingly recent attempts by Jamai-
can manufacturers to exploit foreign'markets have reduced

-

the uncertainty in the minds of managers with respect to the

requirements for successful exportifng. To be sure, much use -~
has been made of the experiences and knowledge of the select
few who have been exporting for some time and of the exper-
ience of exporters in developed countries, but no systematic

* identification of determining factors is available to guide

& - . . — (




’

-
managers.23 Because Jamaica's export sector is still in

its infancy a great deal remains to.be discovereg about the
kind of firm which has the best chance of successfully
initiating exports. It is 1likely that managers of non-
exportiné firms are reluctant to take the pluﬁge because of

-

an overwhelming feeling of uncertainty. Yet government

pronouncements -~ "Export or Die" -24 giye - the impression

that all firms can and should seek foreign markets.

In addition to the problem of the non-exporters, firms
currently. engaged in- exporting may also be doubtful and.un-
certain about the factors which contribute to export suc-
cess, Success factors within the organisation have not been
systematically identified and neither hav; the success fac-
tors within the domestic environment. N

A better understanding of the inter-relationships among
these elements would be extremely useful toi both: public
policy makers and managérs. - Knowledge gf the effect of
managerial and firm charécteristics on exporting could in-
fluence the kind of hiring done and the kind of changes that
- should be implemented within the firm itself. Knowledge of

export market and environmental factors can be used to in-

23por example, during Jamaica‘'s National Export Week,
April 14th-19th, 1980, one well-known Jamaican exporter con-
ducted a seminar on "The Secret of Success in BExports".
This seminar was based on personal experiences:. Representa-
tives of the Irish Export Board and the Commonwealth Secre-
tariat have also worked in Jamaica.: )
v

1

can Exporter, 8, No. 1 (1977-78), p.S.

¥,
)

24jamaican Prime Minister. "Annual Message", The Jamai-

15
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fluence the kind of strategies adopte;\::\ﬁring’ﬁéout an

* encouraging export-oriented domestic environment and thereby

A

increase the chance for successful exports.

1.7 OBJECTIVES AND SCOPE OF THE RESEARCH

This study, which is largely exploratory, examines cer-

tain key factors which are associated with export success. -

The‘source of these factors is two main streams of export
research. One stream of reseafch deals mainly with the ex-
port performance of individual developlng countries. Since
relat1vely few studies examine the export behaviour of firms
in developing countries, the other main stream of research
focuses on the export behaviour of firms in the industrial
countries. Thus, the point of departure for this study is

the research undertaken,K both in developing and developed

countries, More specifically, fhis study concerns itself

with the characteristics of the environment, the‘decisien
makers in the firm and the firm itself, which ate'deemed to
be important if suceessful export marketing is to be under-
taken.

The specific objectives of this study are:-

1. To identify the characteristics of the firm, its

management andnthe menaget's perception of the environment
which distinguish the expottind from tﬁe non-exporting firm.

i. To assess the relationship between the firm's ex-
port performance and the characteristics of the firm, its

management and their perceptions of the environment.

16




3. To assess the role of the percéived attractivenéss

of theypxport market by managers and their perception of the

capability of the firm to export in determining éiport'per-

” formance. -
.4, To identify the reiationship between the ¢6mm1tmént
- of managers to expogting and the performahce of the firm'in

.the export market.

1.8 THE RESEARCH PLAN
This chapter has presented the reasons for the present
emphasis on export led growth and development in developing

countries, the solutions adopted by the Jamaican government

énd the areas of uncertainty.rémaining in the minds of pub-

1ic policy makers and managers. The scope of the study and
the specifiC'obj;c;iveé of the reséarch'are also presentea.\

Chapter 2 examines the natute of the reseatch on exporf
performance which has been undertaken, .thus far, in develop—
ing countries and the theoretical foundqtioq upon which this
research is based. The llmitations of this-research ‘for

N

purposes of public policy and managerial action which focus
on the indé

review of Chapter 2 as a base,:Chaptet 3 utilizes the mana-

gerial “and fi;n—ofiented research, performed in developed’

countries, to build a conceptual model desighed’t%;fxplain
the export behaviour of . firms in developing’ countries.

Chapﬁo; 4 presents the oﬁerationpl definition of the model

»

dual firm are also defined. With the research

17




and the details of the ;egearcﬁ design, hypotheseé and

. ’ -
methodology. L

. _In .Cchapterg 5 and 6, the results of the res_ea_rch are

. ¥

. presented. Chapter 7 summarizes the research and draws
¢ » ¢ , L, . i . ]
implications for managers, public policy.makersA and also for

e . - , .

. . a
export theory. ) . - .
] N ) ‘
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CHAPTER 2

THE EXPORT PERFORMANCE OF Qésvr:mpmc countrYES :

THEORETICAL AND EMPIRICAL PERSPECTIVES
- .

~

This chapter examines ®he 1links between the export '
‘performance of developing countries and-certain key.influen-
cing factors in the exporting country (supply factors) and
in the export market (demand factors). The objective of
this examination is to identify the dégree t:sthich these
factors can be ,used as guides to‘“action by public policy
makers and managet&, in their attempts’ to stimulate the
exports of mandﬁaqtufinq firms. To attain this objective,
theories of foreign trade are first examined. An analysis
of supply factors, encompassing those which operate at the
national level and those which operate at the level of the'.
firmf; then follows.  The last section of this chapter
focuses on the denénd tactorsvin.the e;port market which

affect export ﬁerformance.

1 In this chapter “export" and "export performance® refer to
manufactured products from developing countries. 'Any refer-

-ence to primary goods exports or to exports from 1ndustra1—

3

ised countries will be clearly identified.

’

2
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2.1 THEORIES OF TRADE

oThEOtleS of trade plnoOLnt some of the factors which
lnfluence the pattern and 1nten31ty of trade among coun-
tries. Thus, these'theorxes explain the variations in the
kinds ‘of products oxported by different countries.. These
‘theories also suggest poésible influences on a country's
total export performance. As a result, they provide theo-
'retlcal guldance for much of the empirical research examlned
‘in thlS chapter.

Two majore theories of international trade are the
theory of Pactor Proportions and the Product Life Cycle
theory. The Factor Proportiops theory stood virtually
unchallenged for éhe first half of this cenoory and today it
is ,still useful in explaining a srgnificént proportion of

the manufadtured exports of deéeloping countries. The Pro-

duct Life Cycle theory, on the other hand, incorporates many
of toe ideas and concepts .contained in theoriosidiScusoed
‘ elsewhere,? This. theory 13 also the most recont and it
provides useful explanations for many of the non-traditional

3

manufactured products exported'from developing countries.

"2 Por reviews of these models/sge Ranadev Banerji, Exports

of Manufactures from India: An Appraisal of the Emergin

Pattern _(Tubingen: J.C.B. Mohr, 197/5); Louls T. We?Is, S
' "International Prade: The Product Life Cycle Approach,"” The
Product Life Cycle and International Trade, ed. Louis ~T.
Wells (Boston: Barvard University, 1972); G.C. Hufbauer,
"The Impact of National CHaracteristics and Technology on
the Commodity Composition of Trade in Manifactured Goods,"
The Technol Factor in International Trade, ed. Raymond
Vernon (New York: National ‘Fhreau of Economic - Reseatrch,
1970).




" -~

- -

. 'The theory af Factor Proportions, which embraces Soth
ptimary,ﬁnd manufactured produé;s; postulates that a.noun—
try's exports will embody factor§ which are relatively abun-
dant domesticélly and that it; importé will embody tﬁose
factors which are relatively‘scarée. For mgnufactﬁted pro-
ducts the key factors are labour ahd capital.‘ Accordingly,

manufactured éxports from developing countries should be
Aintensive in the use of uns!illed labour, while exports from
the industrialised_poﬁntries should be -intensive in the use

~

- of dapita1:°" .
.  Por developithcountries as a whole, Pactor Proportions
prpvides ;_useful,explanation for traditional manufactured
exports such as ‘clothing, textiles, footwear, wood.products
-and furniture. These products are typically‘laboﬁr inten-
siQe.i Purthermd;e, they also meet some of the key assump-
tions of the theory. The theory assumes, for example, that
the pro;ué; technology is known and universally aQailable,
it also assumes  the absence of scale economies and the

. impossibility of factor'reversals. For the producfs‘identli
 fied above "...the mandfadturing tethnology is fairly stable

"and is easily available ... specifjcations are simple and

’ l'? . ' . rd

3 cthomas K. Morrison, Manufactured Exports from Developing °
Coyntries, (New York: Praeger Publisher, 1976); Hal B. Lary,

?_ports Imports of Manufactures from Less Develgped Countries (New
: National Bureau of ECONOMIC Re Research, 1968). -

Q
4

21




"universally acceptable." .

L3

. ’ ' . .
A major weakness of Pactor Proportions, however, is the

assumption that labour is homogenous. Thus, the theory

predicts that developing countries should hav% a comparative

advantage in the export of all labour intensive products,
But Leontief disproved, that predictien with the‘findidg.that
U.S. exports were more labour intensive than its imports.5
This finding led to the recegnition that, for devedoping
countries, the theory holds only for traditional 1labour

intensive exports such as thqse identified earlier. ° Other

-’ —

products '‘such as type&riters, offiee machinee,’cameras and
electronic equipment exported by the relat;;ely better—oft
developing countrles, require different explanatigns.

The period of debate and theoret1cal development which
ensued after the publication of Leontief's paradoxical find-
ings culminated in™ the Product Life Cycle theory of trade
for which both Hirséh and Vernon are credited 6 unlike the

theory of Facteor Proportions which attempts to explain all

.

4 geev Hirsch, "Hypotheses Regarding. Trade Between Develop-
.ing and Industrial Countries,”™ The International Division of

- Labour: Problem and Perspectives, ed. Herbift _Glersch
{Tublngen: J.C.B. Mohr, 1§7i;, P. b8.

5 wassily Leontief, "Pactor Proportions and the Structure of
American Trade: Purther Theoretical and Empirical Analysis,”
Review of Economics and Statistics, (November, 1956): 386~
407. ) ) -

6 geev Hirsch, Location of Induatgy and International Com- .
petitiveness (fLondon:  Oxford OUniversity Press, 1967);
Raymond Vernon, “International Investment and International
Trade in the Product Cycle," The. Querterly Journal of Econo-
mics, 80 (May 1966): 1909207.
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intérnafional trade flows, tbe Product Cycle theory res-
trxcts ‘itself to explaining the trade flows of manufactured
goods. "The theory also conslders sk1lls (professional,
scxentlfxc and technxcal personnel) as a distinct factor of
production, in addltxon to the factors of Factor Propori
tions.7 .- o ' , o

At ;he Héart'éf the P:oﬁuct.éycle th;ér; are the three
stages df.eag}y,~growth ;hd maturity. - The«théo;y postulates
that the eérly stage originqte§ in an indﬁstrialised counﬁry
where incomes are;high. High incomes stimulate‘the demand

for new products, which spurs expenditure on R & D and pro-

duct innovation. At this early stage of the cycle there is

'very lit-t’le,price sensitivity since, with' a new product,

there is little with which consumers can compare.) At this
stage, too, manufacturers attempt to gauge the response of
consumers tokthe'new product. Consequently production runs
are short and the product offering consists of many differ-

ent models. The product, at this time, has a high R & D and

labour-skill contéent.

As the cycle progresses into'the growth stage, custo-’

mers with high incomes in other developed countries demand
the product. This demand generates exports. While eiéorts

grow, vétipus barriers including” lack of information, high

productiod'césts and unfamiliar teéchnology, prevent foreign

7 girsch, "Hypotheses Regarding Trade ..." in Giersch, p. .
63.. . ;

23" -

RPN



manufacturers from entering the market. At ‘some point in

time, however, pconqmies of scale are realised, competition

intensifies and prices begin to fall. . EBventually the market
&

becomes large enough for production to commence in othéer
industrialised countries and exports from the innovating
country shift to the markets ofithe=devéloping countries.

Finally, growth progrésses; into -maturity and the

-

" , , . . - s .
exports of the more recently producing‘sdevqlopedn nations

displace the innovating céuntry‘s; expérts to developing
countries. This displacéﬁent occurs because the technology

is now relatively standardized and markets in‘the'déveloped

countries dre large enough to cause a‘reduction in produc-

" tion costs. With time, the.mﬁgnitudevof these gcgéomics
encourages exports to the innovating 4econ§my. At thfs
mature stage of the 1life cyple, the technology @s standar-
dized, well establighqd and stable; skilled ;adpowet ig now
,iéss critical, but by no,means.un;mpOttanE,rfb the manufac~

turing process. According to the theory, the prodbct is now

Bt

a prime-candidate for production in a developinq'codntrfft'

With - uaturitg and production in a d?veloping country,_
exports to the innovating countty Begin. ' | V'
.Like the Factor'Ptqporiions theory,” the theory of the
Product Life Cycle leads to soiewﬂat.nisleadlpg prééictiqns.
.concérning éipqrts fro; developing counériéi.,' Thus, tﬁe
theory makes;no-digtinctién between laboﬁr'intensive natufe

products and capltaL ;ntensive mature products. ‘Inddcd, all

. mature'products'are bmuaTned to utilize inputs which are .
‘ X |

N




_ing countries: - .
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relatively abundant in developing countries.8 Yet, scar-

LY

clty of capltal is a major characterxstac of most developing :

* *

nations. Clearly, therefore,. the theory is appilcable only

to products which do not require large capital inputs but

which require, neveértheless, a relatively skilled "labour

force. : ‘ . o
The dynanisn of the theory, in coatrast to the static
theory of Factor Proportions, explains the relatively more

’

sophisticated products exported by some developing coun-

tries. These newer products, once ' the innovations of an

v .
industrialised country, ‘are still labour intensive. but suc- .-

cessful ptoduotion reQuires a more skxlled labour. force than

that needed for the ttaditiohal manufactured exports. Skill

availability tends to keep pace with developmemt, hence the

reason these products are_ﬁhe-exports of better~off develop-

The explanation of‘tradehfloﬁs betweén different coun-

N

tries, therefore, reqnires‘”an eclectic 'viev. - Different

expoq: products and exporting oountri.es are .subject to . a

varlety of forcea so different: theoretical exglanations are

\ - o . 3
required. .Por . the older, mature, standardized, laPour
R ° : \

r

1ntensi;e products, Factor Proportions btovldes an adequate

. exéfanation of:conparatlve advqntaoe. But for tbe newer,

'Lnore_ sophisticated, mature products, the Pnoduct Cycle

f?nBanerﬁi, Bxports of Manufactures frohlzndla; .

. . e g
theory pto&ides the superior explanatiOn.

\

]
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Despite the explanatory power of these theories, as

tools for the promotion of exports)by individual firms,:tpey

providé 1little help to poli¢y-makers and managers in _

developing countries. The theories suggest possible pro-
ducts as candidates f6r export but they provide no guidance
as to how éerformance may be improved. Export performahce
is seen aimo§t as an automatic process. Indeed, the factors
identified by the theories,’ lapour skills and économic
development for example, are uncont?ollable by policy
makegg, in the near to medium tqgm. ‘The theories also do

not provide any concrete guidelines as to the kinds of cir-

cumstances under .which firms should be encouragéd- to ex-

port. Further, the theories are of little bse to the indi-
vidual manager who wishes to export. Still, thgjhhgdries do
suggest some factors which may influence the e porﬁ perfor-
mance .of all firms as a onle. It is the discussion of some
of these factors, among obhers, to which we ‘now turn.

2.2 'SUPPLY FACTORS AND THE EXPORT PERFORMANCE OF DEVELOPING

COUNTRIES .

.

Theories of trade place much emphasis, on the supply

side of the export performance equation. And, researchers,

in their efforts to gxplain export p&rformancé: also pay
close attentio;‘to fdctors ér condition; existing within the
exporting cougtry. " But, as.qatated earlier, the export
‘influencing conditions suggested by the trade tgories tend

to be non-controllable by policy nakéfo. Yet théée factors

Q
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may have an overall effect on a country's "export per for-

mance, and thus, some influence on the behavior of indivi- .

dual firms. Any attempt to uegersthnd the export behaviour
of firms, therefore, must include an examination of these
non-corntrdllable factors.

M -

2.2.1 Non-Controllable Factors and Export Performance

Because of the inability of any one trade theory to
explain the-  export performance of all ‘developing countries
and of all,manufactureo products, the non-controllable fac-
tors originate from both the Factor Proportions and the.Pro-

duct Life Cycle theories of trade. These factors inclqoe

"the country's endowment of natural resources, the skill

level of the labour force, the size of the domestic market
and th; level of economic developoent. The relationship
bet;een these factors and tho trade theories will first be
discussed ond then a discusLion of some attempts to empiri-
cally test the relaEionship between the factors and export
performance will follow. .

The theory of Factor Proportions suggests that rhe
relative abundance of a factor in a country leads that coun-

try to export products which embody phat factor. . The oxpéc-

tation, therefore, is that a country which is well endowed.

with natural resources such as mineral wealrh, fuel and
agricultural land, will export products which imvolve reia-
tively little manufacturing but which embody a ‘great deal of

1ts ndtural resources. Also expected,,on thc basis of Pac-

tor PrOportions is that developing countries¥as a whole will

27




have a comparative advantage in the export of products which
" are intensive in fhe use of unskilied labour.

The life cycle theory of trade, with its emphasis on
domestic market demand as a stimulus to product éevelopment,
provides éome theoretical support for "domestic market-size"
as a factor in export performance. This aspect of the pro-
duct'cycle theory owes much to the hypothesis of Burenstam-
Linder that exports.are an outgrowth'of internal demand.®
A large domestic market permits the export of goods produced
under increasiog returns to scale, aod a small ﬁarket per-

“mits the export of goods with eonsrant’returns to scale.l0
Thﬁe, domestic demand determines the products exported

The life cycle theory of trade also provides the theo-

retical support for "level of edonomic development' ad a -

determinant of a country's export, performance, I.eVeL of

economic development refers to the degree of ‘industrialisa-

tion, and the degree of techﬁological and infrastructural
development.!! The hypothesis is that the higher the level
of ‘development, the more a cowntry's'comparative advantage
lies in manufactured products; the more developed a country,

the more differentiated the. exports and the more its'ebility

to produce and- export relatively more .sophiaéicated pro-

ducts. .

9 Wells, 'International Trade. " in wblls, p. 23-24.

10 g.c. Hufbauer,"The Impact of National Characteristics.®
in Vernon, The Technology Factor in International Trade.

[]
11 Morrison, Manufactured Exports from Developing Countries.

N
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Various studies have attempted t; test the efficacy of
'the extent of natural resources, level of labour skills,
dﬁmestic market size and the level of economic development
in explaining a country's export performance. In some
instances the results are fairly clearcut and in other cases
some doubt remains.

. One study, for example, used a sémple of seventy-three
devePoping countries.!'2 The measures of export petformance
were average annual manufactured exports per cagita, 1968-
1970, and average annual share éf manufactured exports in
manufacfured value-added output, 1968-1970. A significant

and positive relation was found between the measures of

export perférmance and domestic market size as measured by
‘total popuiation. Level of economic development, measured
b%wth? level 6f'per capita income, also related positively
to manufactured export perfofmance and so téo did the scar-
city'of natural resources. Labour skills, represented by

,{ﬁe'level of literacy, related negatively to export perfor-
e mance. fhis was an ynexpected result especially since one
would expect.a country's developﬁent €o_be positiéely‘cor-
related with increasing skill levels. Bué, as Morrison.him-
self gsuggests, part ‘6f the explanatioh pgy be due to the use

df school enrollments as the measure of labéur skills. -

In a similar exercise, another study used a sample of .

\ L4

- 7

12 1pid.
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fifty-nine de;eloped and developing countries.!'3 as in the
previous study, two measures of export performahce were.
employed: share of manufactures in total exports and the
level of per capita equrtq of manufactured - products._ A
_ significant and positive relationship was reported between
the share of manufactures in exports (the first' measure of
export: performance) and economic growth. Economic growth
was measured by per cvapita income levels. Level of indus-
trialisation, measureé by per capita manufacturing value
added, and scarte natural resources, also ﬁad a positive
impact -.an share of manuchtu}ers in exports. 1In pddition;
economic growth, level of ipdugtrialisation and scarce
natural resources had -a significant and positive impact on
the level of9;§t capita exports of manufactured products -
the second measure of'exiért performance. Population, the
measure of market size, reiated negativgly to export perfor;
mance. . ’ .-
The results of these two studies suggeét that de§elob-

ing countries with relatively scarce natural resources can

‘expect that as their 1levels of economic develdpﬁent im- -

proves:, so too will their export performance. However, some
uncertainty exists regarding the rqlatioﬁéhip between the
size of‘the déneatic market and a cpuntfy'a economic peftor-

mance.

The ambigquity of the results concerning the relation-~

13 Banerji, Exports of Manufactures from India
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ship between the size of a country's domestic market and its
export performence can be partly explained by the use of
“population" as a neasute of size. Given low income,leiels, .

a large population may in fact, be a reletively small mar-.
ket. In addition, the export:performence of different coun-
tries may be influenced'by various pelicy measures instiﬁut-

.ed by the governing authorities. A country's export penfoi;_
mance -i8 not an automatic prooess influenced solely by rel;;_'ﬁv'
tive conditions existing in the couniry.

Thus, while non-controllable factors may be useful in
expleining some of the differences in the"expoft performence
among countiggs, they are of limi;ed valne to public policy
makers and managers who are interested in promoting the
exports of their countries'and of their fitms.‘ Non-control-
able factors are of limited ;elue because they are not
actionable. Policy makers can do little, in the near to
medium term. about the leved of economic development or_
-eooug the site of the populetion. Tney can do even less
about the country's endowmentuof netural resources. Mana-
gers are eveh more impotent in their ability to infldenoe‘*~

LR L -

any one of thdse factors. R a

2.2.2 Controllable. Pactors and Export Perforﬁenée

The discussion developed ao fer inplies tbet non-

a&@

controllable‘factors do have an impact on a country 8 export .
perfornence but that trede policy meagures:. ingtituted by the

‘ state also play a role. Indeed, the fectors disoueeed above

. . . . .
. . . ., . \
. .




do not constitute necessary..precondjitions fog a country's

manufactured exbott pe;formancei ’Haigf,:one of> the least
developed countries in the Qorld(-is a case in point.

Haiti does not hav? gigh ‘per capita incomes nor a
domestic market. for manufactured §ro&ugts of any significant
siZe. Yet, in.1971, it-ranked fourteenth ;mong the develop-
ing countries of the world on the‘bhsis ofhlight manufac-
tuféd‘ expérts per cagita.ﬁ4 These exports consisted of
. leather footwear, textiles, clothing, engineerihg and metal
products. Haiti's ;xport performance was, iﬁ part, due to
low lab&ur costs and favourable government export policies.
Countries’ can, therefore, ashccessfully' pursue poliqies
oriented towards the.exploitation of foreign. trade in spiée
of unfavourable initial conditions.

In 6rder to be successful these trade policies, such as

varying the rate of exchange and instituting export promo-

b *

tion scpemes, must clearly have an effect on the‘ export
behavio*u'r of the manufacturing firm. But the effeét of
_these policies on the individual firm and the way managérs
react to theﬁ is still. an ar§a of doubt and unceftainty.

‘. Varying the\fcréfgn‘exchange rate of ‘the domestic cﬁr-
‘rency is often ‘8een as oﬁe of the more ébwerfui inétruments
of tride policy. The reasoning is that over-valued .exchange .

rates make exports more expensive than they would otherwise

14 Thomas K. Morrison, "Case Study of a Least Developed
Country Successfully BExporting Manufaétures: Haiti," Inter-
American Bconomic Affairs, 29 (Sun-ef, 1975): 21~ 31,

.
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be and, in addition, exporters receive less domes;ic curren-

cy than they would otherwise obtain.- When the foreign ex-

change value of the currency is reduced, exports become less

N
3

expensive and exporters receive more domestic currency- for

each unit of 'foreign currency exchanged locally. Over-

valued exchange rates are also associated‘with high levels
of protection whi¢h, in turn, reduces the international com-
petitiveness of manufactur®rs.!> 1In the case of both India
and Brazil, export performance improved with the reduction
inhthe'foreiénaexchange value of tht local currency.1® 1In

a cross sectional analysis, which included countries such as

Egypt, Mexico, Pékistan, South Rorea and-Taiwan, exchange

/raie reductions also-had a significant effect on export per-

-

formance. 17

Export promotion schemes can -also be powerful devices

for the promotion(of exports., These schemes include mea- -

sures such as tax and duty concessions, preferént@al credits

and- subsidies to éxpp;t; values. These measures act to

. A
r

. 15 opnited Nations ' Conference on Trade and Development

(UNCTAD), Liberalisatiops of Tariff and Non-Tariff Barriers,

.('rn/a/c 2/R.1, 1969).

16 Mark Prankena, “Devaluation, Recession and Nond?radi-

tional Manufactured Exports from India," Economic Develoment -
and Cultural Change, 24, 1 (October, 1976): T5§E§§7; William

8. Tyler, "Manufactured Bxport Promotion in . a Semi-Indus-
trialized Ecanomy: The Brazilian Case," Journal of’ Develop-

ment studiea (October, 1973) -3-15,

w ~

-

17, Juetgen B. Donges and James Riedel, "The Bxpansion o£

Manufactured BExports in Developing Countrics:_ An Bmpirical
Assessment Of Supply and Demand Issues,” Weltwirtschaft-

liches Archives 113 (1977): 58-87.
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reduce the risks and costs of exporting, ' thereby requcing
some of the obstacles believed, to deter manufacturers from
exporting., The evaluation of the effect of phése measures
on the exporty performance of countries such as Brazil, -
Argentina, Chile, .Colombia; Mexico, 1Israel, Yugoslavia,
quia, Korea, Singapore and Taiwan showed a significant -and

positive effect.'®  positive results were also obtained

with single country studies.!9

‘ It is c¢lear, then, that.certaiﬁ factors can be effec-~
tively manipulated in order to improve a country's overall
export performance. What is not clear, however, is the way
these manipulations affect individual firms within the coun-
try. 1Is the response of the firm to these policy measures a
function of certain péculiar management’characteristics? Or
is»the.firm's behavior a fuﬁction of characteristics, such
as size or technology utilised, which may be peculiar to the
organisation itseif} Much doubt gtill surrounds the manner
by which these trade policy measures produce the differen-
tial export behaviour and performance of manufacturing firms

"in developing countries.

18 pela Balassa, "Export Incentives and Export Performance
in Developing Countries: A Comparative Analysis,” Weltwirts- ’
chaftliches Archives, 114 (1974): 24-59. o

o - 19 gelmut ﬂeGsé, “Promotion of Manufactured Bxports .as ) '
-Development Strategy of Semi Industrialized Countries: The ’ -
Brazilian Case," Weltwirtschaftliches Archives, 108 (1922)3

. 235-236; PFrankena, "Devaluation Recession."”

™
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2.2.3 Firm Factors and Ekport Performance

To answer some of the questions raised in the previoos
section it is neceesary that the characteristics of the f;rﬁ
and of its management be evalueted. Given fhat‘trade poli-
cies are national in scope 3and effect and thys are difficult
ko gear to the'circumstances of'the individual manufacturing
firm, the explanation for differential expoet behavior -
wheiherufirms export of‘nop or whether firms are‘sucoessful
exporters or not.— mdstulie with th; firm and its manage~
ment. But, in develooing countries, what is known about the
_forces within the firm which inﬁluence export performance is
severely linited. On the basis of prioq research, knowledge
of the exporting firm centres around the relatiye importance
of the foreign oyned firm in the manufactured exporf; of
developing countries and around the export performamce of
the foreign versus the locally owned firm, ’ .

The foreign owned manufacturing firm in developing
‘countries normal{y .takes one of two forms. Firstly, the
firm can be a relatively complete orﬁanisaeion producing for
the domestic and other markets. Seconoly, the firm can be a
part of a. vertically integrated inter;;tional production and
marketing system, producing for affiliates in other coun-

tries,zo As. part of a system these firms concentrate on 80O

~

.

20 Gg.K..Helleiner, 'Hanufacturing for Export, ‘Multinational .

Firms and Economic Developent,” World Development, 1, 7
. (July 1973): 13-21, .

L
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called "footloose"2! industries Quch .as -electtonics, lug-
gage and baseballs\but they also involve themsel#es in capi-
tal/technology intehsivé industfies, such ‘as. chemicals,
machinery and transport.?22 Their fdéug, Qithip these
industries, is on labour intensive products or processes
which are "so0ld" d;rect to parent companies or tq: firms
which Qimply subcontracﬁ-the product or»proéess.23

A number of factors moéivate these firms to source or
subcontract their products or processes.24 Lower labour
costs in developing éountries is one important factor since

2

-
many of the subcontracted products are labour intensive.

Also important are the trade policies'of governments both in-

the developing and the developed countries. - Subcontracting

has been encouraged, for example, by the recent emphasis in
< ) .

developing countries on export incentivés and special con-

21 pootloose industries are industries which are not con-
fined to any specific location because of, for example, raw
materials or market availability.

22 peepak Nayyar, "Transnational Corporations and Manufac-
tured Bxports from Poor Countries,” The Economic Journal, 88
(March, 1978): 59-84.

23 Michael Sharpston, "International Subcontracting," Oxford
Economic Papers, 27, 1 (March, 1975): 94-135; NathanIel H.
Leff, "iInternational Sourcing Strateqy," Colombia’Journal.of
World Business 9, (Pall, 1974); 71-79; James Leontlades,
¥international Sourcing in.the L.D.C.'s, Columbia Journal of
World Business, 6, 6 (Nov-Dec., 1971: 19-26.

24 The term "subcontract® embraces "... all export sales of
articles which are ordered in advance and where the giver of
the order arranges the- marketing." Sharpston, "“Interna-
tional Subcontracting,” p. 94.

-
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céssions granted to the exporters of manufactured product§.
The tariff schedules of countries such as the U.S., Japan
and Germany, which permit domestically made components which
are incorporated into imports to be free of tariffs, also
encourage subéontrac;}ng.zs ‘

But how important is the £eign owned manufacturing

——” :
firm in the exports of developing countries? The answer to

d some authorities

this question is: subject to some dispute.
claim that they are extremely important while others believe
that their role is exaggerated. A recent wide-ranging sur-
vey attempted an ass;sément of the ihpact of thése firms on
exports. In 1972, foreign owned firms accounted for.70% of
. Singapore's exports and between 5% and 10% of Pakistan's
exports. For other Asian countries such as Taiwan aﬁd South
Rorea, they accounted for between 15% and 20% of the ex-
ports. In the case of major Latin American countries, for-
eign owned firms accounted for between 30% and 40% of ex- i
ports., Exports of U.Sirowned affiliates were declining in | i
both Asia and Latin A&Eriﬁa. In 19f4, for examble, u.Ss.
owned affiliates in Asia were tesp&nsible for 5.8% of.ex-
. ports, down from 7.0% in 1966. In Latin America, U.S owned
affiliates were responsible for 19.2% of exports in 1974,

down from 37.8% in 1966.26 Pigures cited by EHone largely

25 Morrison, "Case Study of a Least Developed Country." p. L
. 29; J.M. Finger, "TAriff Previsions for Offshore Assembly
and the Exports of-Developing Countries,® The Economic . ,
Journal, 85 (Jume, 1975): 365-371; G.K. Hellelner, Manufac- .
tured Exports from Less Developed Countries and Multi-
-national Pirms," The Economic Journal (March, 1973): 21-47.
6 These figures are taken from Nayyar, p. 62. .,




support those g}ven above excépt for ﬁhe case of Siﬁgapore
where it is claimed that foreign owned affiliates accounted
for 30% of exports.27 In the final analysis it woyld seem
that the share of manufactured exports originating from
foreign owned firms is smaller than is generally believed.

In addition to the question of importance in manufac-
tured exports, another contentious issue is the relative o
importance of foreign owned' firms.vis-a-vis domestic firms.
Thus, higher propensity to export”is attributed to for;iqn -
firms in Latin America and in South Korga.2§<:Cohen, in én
elaBorétion of his;fir§t study, fgund that in Taiwan foreign
firms and domestic firms‘perforned about equally well, but

- that in Singapore domestic firm§ did better. 29 Another

, -
Latin American study found &hat as a group, foreign firms
: -

were better performers ‘than doméstic " firms but when the
sample of two hundred and fi§§y4seven firms veré disaggre- .-
~§ated by industry, no significant difference in export per; .

>

formance emerged. The cqnclusiod was. that foreign owned

27 angus Hone, "Multinational Corporations and Multinational
Buying Groups: Their Impact on the Growth. of Asia's Exports
of Manufactures - Myths and Realities,” World Development,
2, 2 (Pebruary 1974): 145-149. )

- 28 penjamin I. Cohen, “"Comparative ‘Behaviour of Foreign and
stic Export Pirms in a Developing Economy," Review of e
Economics and Statistics, 10, 3, (May, 1973): 190-187; Jose:
" R. de 1a Torre, "Marketing Pactors in Manufactured Exports
from ®Meveloping Countries,” Product Life cle and Inter-
. national Trade, Louis T. Wells, ed. (Boston: Harvard Univer-
sity, 1972).

s

‘29 penjamin I. Cohen, nultinationalrtir-l~ind Asian :gégxtu- y . W"
(New Baven: New York University Press, 1975).
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firms tended to operate in export .oriented industries, hence
their superlor performance yhen groupéd.3° 3
Clearly; the relationship“ﬁetween foreign ownership and
~ ’

" - export perfornence is’ still uncere’in, The conflicting

. &
results may be partly due to varying definitions and mea-

sures of foreign ownership. For example, de la Torre uses
"control®. while Morgenstern and Muller usé 'ownership.' The
conflicting results may also be due to other influencing
factors such as different trade policies and ecenomic\condi-
tions in specific countries. In any event ownership is just

one of the many factors which may affect the firm's export

performance.

L 4

'Ih spite of the emphasis by researchers on the nature
of the firu s ownership as a factor in export petfornance,

e'ihere are other factors within the firm which nay efﬁect-'

performance, ‘These factors include production capacity and
whether managers havg any experience in the ezport market,
. The uncertainty and nzsk asaocieted wiéh foreign trade and -
inedequate‘do-estic infrastructures -ay elso pose obatacles
to exports.31 sSome writers suggest that the lack of a

" marketing orientation and the pessive attitude of dany

: , i o

3Q Riehard D. Morgenstern and Ronald Muller, "Multinational
vs. Local Corporatfbns in L.D.C.'s: An Ecomometric Analysis
of ' Bxport Peifornance in Latin America,” Southern Economic
Journal, 42, (January, 1976): 399—406.

31 willism G. Tyler,
Induetrelisetfbn 1n Bras
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managers towards, exporting may also explain export beha-
viour,32 The United Nations‘Conference on Trade and
Development (UNC‘I‘AD) suggests that the passive atttitude and
lack of motivation is eaused by highergprices in the domes-

tic market, the difficulties of packaging and shipping and

the ‘lack of export skills.33 Yet, very few of the above

factors have been investigated in the context of a develop-
. lng country..' ’

'Baseq on the f&egoing discussion of the factors which

are non-controllable and those which can be con.troll'ed' by

the governing authorities in developing countries, it is

_ evident that a great deal of progress has been made towaras

understanding the macro factors, on the supply side, which
affect the export performence of developing countries. Much
less .progress has been made towards unde‘n;sta'nd‘ing how oliese
factors are transkated into ‘action by n\.anagers.. Box‘ do

these macro factors affect individual ff‘%n'é‘?- At the level

o
‘of the firm, apart from the factor of ownershi’ (and the

/

results are inconclusive) not much else has been investi-

‘/gated. Substantial gaps in knowledge still remain about :the

relationship between condltiona in the exporting _country,
the characteristics of the nanager and the . firm and the
individual firm's export performance.

-~ +. But export performance_ is not only a function of fac-

32 palaat Abdel-Malek, "Import-Substitution vs. Export
Orientation,” Columbia Journal of world Bunineu, 4 (gepten—
ber-October, 19569): 49-38.

33 uncTAD, "Liberalisation of Tariff."
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tors existing in the home country - the supply factors. 1In
order to 'obtain a complete picture of the forces which
propel or retard a firm's export, tl'ue demand factors, that
is factors which characterize the export market u;ust also Ee

examined. °

2.3 DEMAND FACTORS AND THE EXPORT PERFORMANCE OF DEVELOPING

COUNTRIES

" The ability to penetrate foreign markets is one of the
key factors accounting for the export success of the firm,
it is sélf-eviden;: that without access to the foreign market
there can .be no export saleg. Once the export market tis
pénetrated, the firm can begin to build on past accomplish-
ments, learning and gaining experience in the export market-
place. As le ning takes place and as the expoft market
becomes more familiar, export pérformanqe can improve. -

Intere‘stiﬁgly enough many empirical studies on the

export pérfqrmance of developing countries tend to ignore

demand factors. These studies take the theory of Pactor:

L4

Proportiqms as their point of depa}:tu;:g. This theory
assumes that narket_s are given and that' "There i;s no trade
resistance of a.ny )ﬁnd to contend with, no prod.uct differen-
tiation, a'nd no reward for salenanship."'“ Reseaichers

therefore assume that ‘market factors affect all countries

34 A.H.M. Mahfuzar Rahman, Bxports of Manufactures ‘from

Developing Countries (Rotterdam: Ratterdam University Press,
| r po . . : ’

. ( v \ . ‘ )
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equally and that the determinants of export behaviour are én
the supply side.35 The few studies that do take demand
factors into consideration rely on the Product Life Cycle
theory for their theoretical support.

Penetratipé foreign markets is not all that. easy.
Tariffs and non-tariff barriers can act as impediments to
success in the export market, And even if these obstacles
can be surmounéed, factors such as the competitive nature of
the marketplace, demand fluctuations and obtaining distribu-
tion can sopetimes act to prevent success. ';hese foregoing
factors can be called the p;oduct market factors in contrast.
to tariffs and non-t;riff barriers which are generally

national in scope.

2.3.1 Tariff Barriers and Export Performance

Tariffs inlthe export market act to impede imports by
‘ causing an increase in the price of imported products which
results in a }éauction, if not a total removal, of. any price
advantage which the imports may haQe. Tariffs are therefore

often seen as major deterrents to ihe expansion of manufac-

turef(;xportg from developing .countries. Indeeq,'the'indus-

tries in which developing countries are most proficient
often face the highest tariffs in the industrialised coun-

tries. One explanation for this phenomenon is that the

535 See, for example, Kathryn Morton and Peter Tulloch, Trade
and Developing Countries (New York: John Wiley' & -Sons,
Halstead Press, 1977); Txler, Manufactured Bxport Expansion,
p. 260; Ba'a, pP. 33-43. :
- ‘
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equivalent industries in .the developed countries aré‘n;;;> .

and uncompetitive. These industries consequently exert
pressure on their home governments to maintain high -tariff
levels.36 But are tariffs a major deterrent as is general-

\

ly believed? The situation is not’all that clearcut.

Trends in the level of tariffs in industrialised coun-
tries show that the more processed the imported product, the
higher the tariff level. "Raw materials, which account for
568 of the developing countries exports, face barriers on
27% of their value, whereas food and manufactures encounter
barriers on 68% of their value."37 rTariffs are also high-
est on goodé intensive in the use of uﬁskilled labour. -Fur-
ther, goods from developed countries face an ave;age tariff

.

of 6.5% in iqgustrialised ma;kets, whereas goods from deye14
oping countries face an average tariff of 11.8%.38 ‘

Iﬁ spite of this negative picture, manufactured exports
from the developing nations to the industralised countries
increased at an average annﬁal rate of 12.7§~between 1965
and 1976. On a current value basis these ekpbrts iﬁcreased
more‘ than nine ,t{pes between 1965 and 1976.39  Even for
textile and bio;hing, the product group sdbject-t e mbét

N

" protection, the quantum of exports more than doubled between

36 Morton afd Tulloch, p. 166.
37 ponges and Riedel, p. 81.

-38 Morrison, Manufactured Exports from Developing Countries.

39 gee Chapter 1. d ‘
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1970 and 1977.40  on the basis of similar figures, Balassa
therefore argues that market limitations can not be all that
serious.41 And after an extensive review of the literature
Donges and Reidel concluded that "... it is hard to believe
that existing tariff levels could be an insurmountable
obstacle for LDC's to expand their exports of manufactur-
ers."42  They point out, further, that the response of
developing countries to tar'iff reduction is uéually negli:'g-
ible. N

The contrasting viewpoint is that tar}ffs. are still
major obstacles to manufactured éxports. The proponents of
this view argue -‘that the effective reduction of tariffs may
have been minimal. In discussing the Kennedy Round of
tariff negotiations, for example, Scaperlander’a}gues that
the agreements provide§ for a general lowering ‘of tariffs
thereby minimizing t:he‘1 effect of any prefere'nce.43 ‘This
éeneral lo&ering may explain the 1lack of resp&ngg by
deve;oping countries. Tyler examined the effect of the
Latin Américan Free Trade Area (LAFTA) on the manufactured

exports of Brazil and he reported a ggsitibe relationship

40 ynited Nations, Monthly Bulletin of Statistics, 33, 6
{June, 1979). :

41 Balassa,.pl 55. °

42 ponges and Riedeér; p. 83. - - ,

43 Anthony E. Scaperlanda, "The Developing Countries Export
Necesgities and the Adjustments Required in Industrial Coun-

tries,” The. : International Division of Labour, Herbert
Giersch, ed. (Tubingen: J.C.B. Mohr, 1974). .
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between the reduction of tariffs and Brazil's export perfor-

~

mance, 44

These . opposing viewpoints on the effect of tarxff bar-

riers on. manufactured exports sugqest that‘there may be vir-
tue in both positions. The degree to whieh ta:iffs ~act as

barriers may depend on the nature of the’ product (how dif-

ferentiated or undifferentiated is the product) and how

price sensitive is the nature of demand. Por traditional

. manufactured products which depend on price as -the. major
competitive tool, .tariffs may be a serious obstacle, but for
the newer manufacﬁured.produgt& where'the_posslbility for

. product differentiation edists, tariff may not have a ser-

1%83 effect. " "In denéral, it would seem that tariffs,

because they result in higher prices; do create obstacles

but that these obetacles are not insurmountable.

’

>

2.3.2 Non-tariff Bafrierh(ahd Export Performance

The imposition of tariffs in,the export market is not

the only factor which may affect the export performance of :

developing :countries and thus  the export’ performance 4of
firms ~ih these countries. Non-tariff barriers may also
retard export performance and in some cases actually prevent
exports. | ’

Non-tariff barriers include“all administrative bar-

riers, other than tariffs, in the export narketﬂ- They may

44 tyler, "Manufactured Export Ptomotion.®
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take the form of quantitativé restrictions such as discre-

tionary licensing or voluntary export quotas designed to,
restrict imporrs. Non-tariff barriers also comprise mea-
sures such as health and safety standards, custom valuation

methods and procedures and 'buy local or national' laws. And

finally, there are measures designed to -stimulat' ‘economic

development,

unintentionally restrict imports.

such as balance of payments policies which can

+

L3

" Because of the nature of these barriers it is difficult

to estimate their effect on the export performance of

developing countries.  Administrative practices tend to

. opérate. in many insidious ways. It is generally believed,

however, that rhese _barriers 7are more. restrictivé than

45 Quantitative restrictions are the most preval-

tariffs.
ent barriers among the countries of Frence, Germany/'Italy,'
the U.K., Japan -and the U‘s. ~Interestingly enouqh they are

applied mofe to products categorised in rpnges SITC 5-9 tban

to products if ranges SITC 0-4.46 The former cabegory are

< ..

L the products in which developing countries'bave‘a compara-

tive advantage.

’
-

.45 Morton and Tylloch, p. 175;' M.S. Massel, "Non-Tariff Bar-
. ~ riers as an Obstacle to World Trade,” Internatiornal Market- -
- ing Strat , H.B. Thorelli ed. (Middlesex, England: Penguin T
' ’ Bg'k'—mgl’la er 1973.). SR

46 gtandard Internatiqga1>Trade Classification. See fablel.
1.2, Chapter 1, for the-typos of product represented in’ oach -
category. Lo » coa

e




47 ponges and Rfedel, p. L.’ o 177, e
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2.3.3 Product Market Pactors and Export Performance

The effect of tariff and non-tariff barriers is insuf-
ficient to explain differential firm performance in the
export market., Tariff and non-tariff barriers are insuffi-
cient even if they “are considered in conjunction with fac-
tors existing in the firm's domestic market - the supply
factors. Aftef hurdiing the administrative barriers erected
in export markets, firms still face difficulties of another

sort which affect their performance. Difficulties, such as

obtaining distibution, winqing customer loyalty of facing
competing firms, confront all firms in an open market place

but for firms from developxpg countries they may be parti-
culatly severe, ‘

P In recegﬁ years‘somé questions have been raised about

the extent to which market saturation in t;e industrialised
countries is an obétac1e~to Qhe exports of . developing ‘coun-
'tries. Somé~researchergJand admihistrators in the develop-

ing countrieh have developed a certain degtee of export pes- v
aimism because of their’ perception of market saturation.47

Some figures illlustrating the share of the U. S market held ©
by the exports of developing countrjies may be help;nl. S

»
. In 1971, total manufactures from the develqping coun-

-

"tries had just about 18 0f the u. 8. natket. with regatd tq

certain apeclfic products, the higheat narket %hares were

3.3 for,qugsol, %.At_for leather aqg 4.3§‘for-niscellan-'
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" eous products. On a more disaggregatéd basis, imports from

~

developing countries constituted more than 20% of the u.s.
domestic market in texfale goods, dolls and artificial
flowexs.48 In the case of Germany and the ULK., ‘the
numbers are“smaller.{|Surprisipgly, Donges and Riedel con-
cluded that the numbers were too'smali to cause ;ny signifi;
cant retaliation by U.S. manufacturers. Viewed from a dif-
ferent angle, however, it is possible to argue that the
share of market is not really the critical issue, but rather
the feeling by those in the relevant industry, that imports
are threatening. Labour unions and firms in the U.S. (and
in Canada), particularly'iq the textile and footwear inQus—
tries, often feel threatened and consequently advﬁcate the
curbing of imports.49 .

In addition to the action of firms and unions in

threatened industries, other barriers affecting performance

are the magnitude of advertising expenditures required to’

-

break into markets, captive distribution channels and

intense brand loyalty on the part of buyers.50 The effect

of these barriers varies depending on the nature of the pro--

,ducf but de la Torre, by extending product 1life cycle

. 1
reasoning to the export markets of—developing countries, has

48 1pHig, p. 76. .”

49 Stephen B. ﬁatkins and John R. Kaillk, *"Prognosis:

Anticipating Disruptive Imports,® New International Reali- .
" ties III, 2 (Summer, 1978): 4-20. . . :

50 de la Torre,."Marketing Factors" in Wells, p. 232.
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shown'that produéts which face high barrier levels exper-
ience the- wor st export perfonmance. Thds,'Indian exporters

of engineering products which face high barrier levels suc-

-

ceed:only by providing large price discounts to buyers 1n:

the export market. 51 .

' The difficulties created by tariff and non-taryff bar-
riers "for: the exports of the developlng countries and the
presence of market entry barriers partly explain why locally
" owned firms in developéq countries so willingly agree to
contract thejr output to the large ‘retail heuses af the
U.S., Britain and Japan. These retailers, because of low

labour costs, the export orientation of emany developing
. . '

countries and easier transportation logistics, contract with

locally owned firms in the developing.countries for products.

such as finished teftiles  and clothi;mg.52 The retail
_hgquses handle‘the marketing end in their respective markets,
-thereb; reducing the time and effort required by exporting
firms who' can, probably, ill-affordvthe,effort.  Moreover
‘these exporting . firms may not have suffic e;:\\herket

skills. These retailers 'because of their yested intereé\s

e

——

“'to prevent the erection of further trade barriers.

. in obtaining low-cost prodécts, also fSE/A; a 1obb§ing force'
\_\ 3

This'chapter has‘examineo the forces which exist in . the

51 Mark Frankena, "Marketing Characteristics and Prices of

Exports of Engineering ,Goods, " Oxford Economic Papers, 25, 1
(Harch 1973), 127- 132. j

"~
' 52 gharpston, p. 111-119; Bone, p.- 149, : -~
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developing countries - the s_ugply factéors - and the factors
- which e;(isj: in the export market - the demand factors - and
their effect on the"expor:t performance of the manufacturing
firm. It was shown that in the‘_developing countries there
#.are factors affecting the export behaviour of the firm,
which operate atf the national level. Some of these factors
are controllable by the state and othefs are not. While “_ -
much progress has been made towarés understanding how these
factors affect the individual cour;try as a whole;, the manner

~

by which they are translated into action by the individual '

- . . e
firm is still imperfectly understood: Within the firm it-
self ‘the factors which motivate export behaviour are also

not’ clearly understood‘.vl_'rhi-s is: because most of the

research on exporting firms in developing countries, fscuses
largely on the nature of the firm's ownership and ignores
Jother critical aspects of the firm. ﬂ
(\An ex.aminatio:p of the demand, factors told the sam; 2”
story. The research ténded to focus on national 'fa“ctérs
" rather than factors'in the product market. Tbe conclu\‘sions
to be drawn from this research are that ;:here 1shsome uncer-
tainty i.egarding the severity of tariffs as ‘an obstacle to'
export performa’nce and -that non'-t-:a,riff barriers are general-
ly believed to be more severe than tariff barriers. There
: is also so‘ue research which Buggests that b;odudt nankea::
fact':oxjs, including the action of the large retail homeé,

nay 'étinulate or retard export performance.

bbt on the whole the bulk of the studies focuse.s on the

. .
L L




individual country as thé unit of analysis. Few studies

* ' attempt to explain ;\he‘ variance in firm éerformance within a

. single country. while Fhé ava?lable research provides gui-.
dance to policy makers interested in. stiﬁulating total
exports, it is of°little value if the desire is to identify
factors affecting the individual firm. The available

e research also does not provide much help to the manager who

may wish to begin exporting or to the manager who may wish

to improve on past export performance.

. 8 - ’
~ .
»
ol
< .
\ ﬂ
il P \
. 3
1 L
\ N
1 ?
e (A
o]
.\, ‘ ’
v\ ' ¢ ’
. s /
* q' F,
’ ' ~ < "
a » )




CHAPTER 3

MANAGERS AND EXPORT PERFORMANCE
The objective of this chaptet\is to develop a conceﬁ-
tual model which is managerial in orientation. ;ﬁ addition,
the model should provide a framewprk for research sﬁch that
factors in the export situation can be analyzed and related
to the firm's expott performance. The;discussion of the

research done in developing countries, whichtis'the,basis of

Chapter 2, forms the foundation upon which the conceptual
[ 4 B .

~modé& rests. The fleshing out of the model, however, leans

heavily upon ideas and concepts drawn from managerial models

of gxporf behaviour as well'aqﬁenﬁitical studies on export-

ing undertaken in the industrialised countries. Th¢ final
) , A \

, . Ve ]
model, therefore, is a synthesis of export research from

" both the deweloping and the industrialiséd’ countries- and it

' presents a new set of telaéioqshibéigelievod to be more in

kdepiné with the reality of firms ip the"dcveloping world.

~? ° @

- ) . \

3.1 A TENTATIVE CONCEPTUALISATION

The ptcvﬁong chapter argues that toloagcﬁcrs,.who io:k

in the area of mapufactured oprrts from developing coun-

tries, tend to tocdc'ljggblj op factors which i:j c:thrngll
. 2 ., ‘. . * ' .
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to\ the fitn \-’fh the few in,,stances where these researchers
dirgrt. their attention to the firm, the emphasis is on thé

‘nature of the firm's. .ownership. However, the overall foc

™~

Qof these researchers is understandable since their unit of,

analysis is normally the ex rting country.

Figure 3.1 is an attenpt to put ;he critical factors -

exalined by researchers in developmg coun'tries into a

’

-framework. The objective of ‘the framework is to show the

relationship to export perfornance of the various factors U

which co-and .the attention of these' researchers.

v Thi‘.prelininary franeuork. is useful for explaining the
relative export perfornapce of different countries. 'The
fraiework shows that factors erternal to the fign, both in

the exporting country and . in. the ‘i-porting country, influ-

! ence a country 8 export perfor-ance. '!he framework also

shovs the _importance of product market factors'°and ‘the

inportance of the firm's ovpership for export perfor_nance..

* This frfa-ework;fhowever,, cannot explain why firms uith iden-

¢

tical _ownership patterna, exporting to the smme narket and

from the same oountry, perfom differently in export mar-

.kets.‘ 'rhis Erncvork also cannot explain uhy some firms

export and others do not. Indeed, from a aanagerial point

[}

of vie‘v okport resoarchors who exnine doveloping comti‘ies

seen- th mgldcte oo-e-critical orgapiaational factors. ‘This

tra-mrk, thcrotore, noods to be .oditied in order to doal
with the question ot di:!tereuti& oxpott bobaviour by - firme.

L

- Any* noditicatioh to ri.gutq 3°1 -u-t {ucluao factors
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-which are speci.fic to the resources of the firm. The

resources of the firm, financiml, technical and human, are
controllable by the manegef.- And these resources, to a
large extent determine tne strengths and weaknesses of the
firm 1n the marketplace and ultimately the firm's perfor-
mance. Thus,'51nce the purpose of modifying Pigure I is to
generate a new model with which managers can identify and

which will provide export guidance to managers, the link

~between the resources of the firm and export performance

must be specified.’

Modifications to Figure 3.1 should also reflect the

inflﬁence‘of the firm's managers on export performance. The

*

-

managers are tne chief decision'makers within the firm and
the decisione they make are influenced'by their own personal
charaeteristics and experience. One‘Ehould be able, there-
fore, to obtain a better understanding of the firm's export
benaviour if this behaviour is linked to'the characteristics
of managers. . _
Some of the export models developed in industralised-
couniries incorporate these modifichtions; An evaluafion of
these models‘forms the basis of the next section. The aim

of this evaLpe.\Bn is to determine the relevance of nodels,

" which focué*on the'export behayiour of‘firme in'}he indus-.

trialised countries, to the export péhaviour of‘manufactur-

‘ing firms in the developing countries.
: Y
o ¥ :
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3.2 MANAGERIAL MODELS OF EXPORT BEHAVIOUR

A number of ‘manageriallz oriented export models- have

been developed in recent years. Most of thése, howev
focus largely an the- characteristics of the firm gnd of
4 _ management, and pay scant attention to extra-fitm fagtors.

. . The model suggested by Cavusgil, after studyiwg the
export .behaviour of'four hundred and seventy-three
including one hundred and seventy#five exporters, is a
example of a model which focuses exc}usively on the firm and
manageme;t ‘characteristics. In. attempting. to explain \the
ei;pért decision of the firm and the firm's relative eprrt
'pérformance) the model fo_cuses on whether the' firm is tech-
nology in’tensivq, whether it has a unique product and on the
mana'gement" characteristics of aspiration for growth, profits
and sécurit;y; The . model completely ignores the- environ-
mental and market factors that are likely to be critical to‘
organisational behav%our in @eveloping cmfntries. The model
is usefil, nonetheless, since ‘it was formulated on the basis

N of empirical rééearch which showed that managerial aspira-
R tions, product uniqueness and :ﬁ: fim'svtechnology are

< ‘ related.»té‘e:‘zport behaviour.
‘ The work of Bilkey and Tesar and of Pavord an& Bogyrt
are other exuples of nodels which; whila paying some atten-

tion to extra-firm factors, focus on managerial and tirm

1 sgalih Tamer -Cavusgil, "Organisational Determinants of

f. o - Firms Bxport Behaviour: An Empirical Analyais' {Unpublished
h -+ " ph.D. Dissertation, University of Wiscomin - Madison,

1976) . : .




characteristics.2 Both models conceptualise the develop-

ment of exporting as a gradual or incremenh@l process which‘

takes place in a series of steps.3 According to these

models, firms move from a stage of no exporting throﬂgh pas-

sive or indifferent exporting, to minor or experinental
‘e;porting, and, then to aggressive or experienced exporting.

It is the combinetion of export sales and export conmitment

which determine the exporting stage. ﬁor example, peeei;g
exporting is tne combination of export, sales and no e;port

" commitment, while aggressive exporting is the combination of

v ' export sales and the managerial policy that exporting is a
pe t activity.4 — ' ' -

) While the view that export deveIOpment is a greduai'pr
incremental process is ‘a useful .one, both models assume that
exporting begins by accident and then commitment to export-
ing develops later. Although there is’ample evidence to

’ show that this situation is fairly common in the industrial-

. . . ( .,
ised countries, it is likely that in developing countikies,

2 warren J. Bilkey -and George Tesar, ‘The Export Behaviocur ]
of Smaller-Sized Wisconsgpn Maniufacturing Firms", Journal of . ¢
International Business Studies (8pring/Summer, 19775 53-553
" William C. Pavord and Raymond G. Bogart, "The Dynamics of
the Decision to Bxport®, Akron business and Ecornomic Review -
(Spring 1975): 6-11. ¥
L .

3 'The view thst exporting is a gradual or incremental pro-
.cess is fairly widespread among researchers. See, for exam-
ple, Pranklin R. Root, Entry Strategies for Forei%? Markets:
Prom Domestic to InternatIonaI Business (New York: AMA ¢

a .G. Hunt, ogga and P.J. BHovell, "The

. Management of Export Herketing in Engineering Indystries,"” . <>f
British Journal of Market, 1 (Spring, 1967): 10-24. ;

4 pavord and Bogart, p. Jo. ' ' ! |
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* ) ) .
where there is much emphasis on financial incentives and

training programmes for exporters of manufactured products,

{ firms may first develop ‘an export commitment ‘and then

deévelop export sales.5 ’The.gradualism of export develop--

ment, therefore, may begin either with export commitment or

with export sales, -

v

For both the Bilkey and Pavord models, the factors
which push the firm along the path of export development are
largely organisational. Bilkey found,d for example, tiwat
expor't development was related to management's plans for
exporting, management's imbréssion of the firm's competitiv'e

advantage, the quality of management, management's percep-

tion of the gains from exporting and the size of the firm.

o~

Extra-firm factors were the receipt of an unsolicited order
and perce'ived barriers to exporting such as foreign b‘aginess
. L
practices and the difficulty qf obtaining representation in

the foreign market.$ Pavord did not \really test the

'sequence of his model but Tfactors related to the model

< .
*stages, in addition to organisational ‘factors, included

Arket saturation and perceived export problems

such as ulation's of foreign géVernments\and E.he‘difficul-

5 Many. esearchers have identified ‘situatione where firms
began exporting ‘because of an unsolicited order. See, for
example, Kenneth Stmmonds and Helen Smith, "The Pirst Export
Order: A Market Innovation,' British Journal of Marketing, 2
(Summer, 1968): 93-100; George Tesar, "BEmpirical Study of
Export Operations Among Small and Medium-Sized Manufacturing
Pirms" (Unpublished Ph.D. Dissertation, University of Wison-
sin-nadison, 1975). ©

6 Bilkey and Tesar, p. 94-95. . . )
— A . oL X ) e
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7 pavord and Bogart, p. 8-9.

ty of making contact in foreign markets.? These models are

somewhat broader and more comprehensive than Cavusgil's, and

' \
the model of Bilkey in .particular shows the usefulness of

relating management's perception to .export behaviour.
Still, in thé 1igh£ of the Eﬁsearch reviewed in Chapter 2,
some addi;ional environmental factors ought to be incor-
porated into any model which purports to explain the export
per formance of firms in developihg countries.. .
Tw;.export models which have fully incorporated envir-
onmental factors into their frameworks are.the models of
McGuihnq;s «and Little#'and of"Weidersheim—Paul, Olson and
Welch. The model of McGuinness and Little.focuses on the

export performance of new proqﬁqts.e The model conceptual-

ises managerial motivation as the direct influence on export

» per fomance. In turn, managerial motivation (M) increases

. $ /
with the perception of the ease.of acceptance of the new

product by foreign customers (A), the pérception of the need

for export sales by the proéuct (N), and the general propen-

_sity ‘of the firm to expért.(P). Motivation ‘decreases with

the perceptidn of the difficulty.in reaching foreign cus-
® - N

tomers with the new product (D). In symbolic form the model

3 . : *
is teptesented as:

-

8 Norman W. McGuinness and Blair -Little, *A Conceptual Model

of * the Relationship Between the Charactetistics of New

Industrial Products and Their Export Per formance," in Robert

D. Tamilia ed. Developments in Canadian Marketing, Proceed- .

ings of .the Annual Conference, ASAC. (Saskatoon: University
of Sasgatchewan, 1979): 142-151. :
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M = f(A, N, D, P)

while it ignores the characteristics of the manager,

the model incorporates many more extra firm.factors than the

models discussed pseviouSly. For example, perceived diffi-
culty in reaching foreign markets encompasses tariff and
non-tariff barriers, transportation costs, competition and

distribution difficulties. °The perceived need for foreign

L ]

-
sales includes the instability of domesti,c demand and the o

lack of growth potential in the domestic market. These

extra-firm or environmental factors are more in keepmg thh

N the research results presented in Chapter 2,“a1though
governmental- activity in the domestic market is neglected.

'For the ‘purpose's of this research, anc;ther uéeful
‘-featur.e of there,icGuin,ness and Littx;g model is éhe ‘reliance
on managerial p'erceptions aAs"the key. to thé operation 'ovf

the model. The model rests on the premise that managerial

bghaviour, and thus export performance, is)a function of the

perceptions of certain key factors by managers. Hanagers
can thus ré}dily identify with this model since it is acti- _ ;

vated by the way they see things.

q

!‘he model proposed by Wiedersheim-Paul, .0lson and Welch
is one of the most comprehensive of export models.? The

focus of the model is on the ;ex'port decisionv The factors

9 Pinn wWiedersheim-Paul, Hans C. blson d Lawrence Welch,
"Pre-Bxport Activity: The Pirst Step ih Internationaliza- ' .«
tion," Journal of International Business Studies (Spring/

' © Summer., 1978): J7-~58. A N




F

hypothesised to influence the export decision‘are the value

system, experience, 'foreign orientation and risk peception

of the decision 'maker, some characteristics of the firm

B ,

(goals, productllioe,'ﬂ history and extra regional expansion)
and th\e rural/ubran location of the firm wit;bin the domestic
envitonmgnf‘. Acgording to this View of a comoany'o export
siéuatidna‘, these fActors interact with‘ export stimuli,
either internal or exterharl, and this interaction influences
whether thé firm o-xport&.or not. This model is -comprehen-
éive because it takes :'into account the domestic environment

~ of the fixm and the exvistencé of foreign market opportuni-

ties ,in addition to the ,chééacteristics of the decision
_ maker and of: the firm. X

The model of Wiedersheim-Paul, m 1ts broad categories -

of factors, would *”’eem to pe the most suitable for explain-

ing a company's export situation in a developing country.

Since the model has only been partully tes-ted, no firm con-'

~clusion can be drawn about its explanatory “power, but the

specific characteristics of each factor would, likely need to

be modified to suit the reality of ‘a developing &dntry.~

Moreover, from a maﬁageriai poinf. of view, the notion of
perceptions needs to be incorporated since we are cor{cerped
with .ex‘pl.aining export behaviour f;:on? tho v;af manager s
perceive their ﬁrld. " also importaht,‘ from the pﬁnt of
view of tglis regearch, i's the idea of uediaf.ing or interven-
"ing foctors' petween export. behaviour and nan.agerial' percep~

tions. 'n;e“bnodel i_gnore’s the possiblo oxistonco of media-

.

ting factors.
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This reviey of export models from khe industrialised

[ 4

countries suggests tha® forces within they fim&- and its .

'maneQement mey be central to export behaviour. Of the five
‘models reviewed, all included some characterjstics of the
firm,anq chreé viewed the characteristics of management as
important. , Four included aspects™ of the environment,
whether iocal or foreign. The conceptnal model, to be pre-
sented in the next section of this chapter, borrows some of
.the” concepts ‘and ideas of these export models, in addition
to the jdeas and concepts from the research performed in

developing countries.
) : F

b ’

3.3 AN OVERVIEW OF THE CONCEPTUAL MODEL

Figure 3.2 presents the central theoretical constructs

' of the model. Except for Expott Perfotmance and Expd}t Com -

mitment, :these’® major constructs are all perceptual in
'nature.
.- ©  Central to the model is the notion that managers react

and behave on the basis of their perceptions. 'Perceptlon

is being .sensitive to, and developing certain interpreta-

tions of, stimuli or facts."10 The idea of the mcdel,-

therefore, is thetﬁ managers make their jgecisionB‘ on the
- basis of their interpretation of stimuli €g which they are
epréed. Hanagers selectively consider information, combine

these pieces of information 1nto some meaningful whole, and

e

10 prank E, ﬂarrison, The Managerial Decision Haking Procesa

° )

(Boston: Houghton-uiff n Co., ), p. 158.
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. "
then judge the information on the basis of their previous
L 4

experiences. The result of this perceptualvptocess is "...
a given response w1thin the 1nd1v1dual, which is then trens-
lated into behaviour based upon the perceived consequences
of the elected course of ction.”1

Figure 3.2 shows, therefofe, that Export \Performance

" - and Export Commitment are a function of the perceived risks

3

of‘eiporting which, in turn, is determined by the inter-

ERE S

action of the percerved at;ract1Veness of the foreign market‘

and the ‘perceived export capab1lity_of the firm. ,Perceived'

Mafket-Attractiveness refers to the overall impré%sion of
the manager that entering the foreigdﬁmarket'can help‘the

firm attain its objectives. Perceived‘Export'bapability is

the overall impression of the ‘manager that the firm can

undertake successful exporting.

“The interaction of the overall impressidn of{ the

foreign market with the overall 1mpressxon of the~{i;m é

ability "to undertake successful exporting results in the ¢

manager's evaluation of risk ‘in the exporting process. On
the basis of this evaluation, the export decision is taken.
Thus, the manager may decidé to commit resources to expdtt-

ing, or the decision may bexnade not to expoxt, or to export

but without the comnitnent of resources, -

Pi;:::MB 3 illu3trates an élaborated conceptual “Wodel

of export performance ~.with the additional constructs of the

11 ISid,.,p. 15&0 v ' o ) ’> - f . . ‘) ; ,‘-

1 ' 2
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B fqreign ntket: Export lutrain\refers to the l-poeition '

~
’

Export Market, the Bxport Market Environment, Management

Characteristics, the Domestic Environment and Firm Charac-

teristics, These are the postulated indepepdent constructs \
of the model. , ' \

The ‘dynamic oz the model,',then, is that managers form .
impression‘s about the export market' reigarding available
opportunities apd problems.. They also form impressions "'
about potentidl difficulties ot obstacles in the ex;;ort
market because of administrative barriers such as tanffs. .
These impressions mteract with the managers own value ‘sys-
tenm, experiences and goals, and result in an overall impres-

sion of the forhgn market which draws or repels the mana-

ger. This overall imptession is, referred to in the model as

.Perceived Market Attractiveness,

Managers also form impressions about: potentiel bu&iness
s

Opportunities or problems in the local environnent and about
potential competitiwe advantages’ inherent .in the firm.

These impress‘ions also interact with the manager's own value

-,’systeu', :experie‘nces/ and goals ’ ta result in an overall

, oo -
impression iof the /firn'e ability to undertake succéesful

. exporting. This overell iupreesion is referred to in the

model ,as Perceived sprrt CApeblllty a .‘ o
’But export perfornance and comitqent ny be lnfluenced

by two other fectors - COntractual heletione and Bxport

'Reetralnt.‘ COntrectuel neletionl referl to the’ situetion

'vhere firms -eke njor expor’ contrgct;s with buye;e in thq

.

-




«
IR N

. of export restrictiona by the parent company if the equ:t—'

. In?;";conpany is for'eign owned, or by foreign principals of
[ .
. \the exporting conpany is operating\nder licence.

The rest of this chapter. dgscrtbes 1he different ele-

nents of t!ie nodel- in %reater detail and it alsd” provides
- ’ - . . - . * i .

o : . further theoretical g’l empirica} support for the -model.

. -~ . -~ . » o 5 . . v
p _ :

3.4, ‘THB INDBPBNDBNT‘CWS?RUCTS 0? TB& !’ODBL

»

A ‘ , i The independenv oonstructs of the model are the criti-

°> o ‘. cal, elenents which influence the export behaviour of the

'»,; '* . firn. These elenents :re presmed to be the determinants of
the firt’s expart performance ana export co-ituent. By
. ; : ‘ deyeloping, an mderstanding of the relationship between the
o independent ,eleaents and the firu 8 etport behav’iour it may
\be p_oss _to‘ explain the firn s export~decision and export
! . _ per‘!‘éna . — ne-fjsal analysis, it ,nay be possible for
"‘ A e lanagers as. welI as’ public policy nakers to vary the inde-
. " oL pendent variables ‘guch that the behaviour- of thdf firm is

* . 2

influenced. , 'ﬁ;e independent ,elements, bherefore, rare
> ‘e .
assmed to be the activating factors in the modet,

'!he nature Gf t&e fir-'s nanaguent ia one of the key
/ ' o independent elaente of the nod;el, Within lilits, the:
y - ianag.er As the aajor de,teriinant o‘én. euccen or failure

. CE ',
;.. ot the buineu enterpriee. llanagera control the resounc.u

.

. of the"tin nd by their act'idn, they deteraine the direc-
. tlon the :in taku%in the iatketplace. 'Mher doheatic or.

1 . »

miqa. In torn, éb- -e:iou ot --mct- -n' a.mmu

-
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their values and .orientations. Thus, the values and orien-
tations of the ?anager are critical to the exborting pro-

' cess. )

This euph&sis on the nature of.man_agement as one\ of
the keyg‘to success or failﬁre in egportiné finds 'support jn
a number of studies. Vernon, éor‘example, pinpoints the
iénorance of .%?trepreneurs in de#eloping countries as a
major opétacle éo-exports.fz Indlfference to exportin§ is

'él‘so a major ba}rier to export expansion.!3 This. indiffer-
ence to, or lack of interest.in esxporting, is oftenm due :é a

lack of knowledge of exéorting information. 14 It is impor- ' AW

tant, therefore, to identify the, éﬁaracteristigs of manage-

-

:nént which are-associated with exporters anééexport perfbr-
mance. |, - :"‘ .
It would seem, that firms whi ’aéé'beéun to export or -

which have measq;apiy bgtferapxpoft performance, would have
. managers whose'4spirqtions towﬂxds growth or profits. prevent .o

them- from being indifferent to the ‘éélue of exporting.

These aspirqtiohs vencohfage management recognition _th;t'
. . - )

12 Raynond Vernon, 'Problems and Prospects in the Bxport of
Manufactured - Goods for L.D«C.'s," ‘'Proceedings (UNCTAD,
1964); 260-209. E | . )

" 13 Richard H. Holton, 'Progress and. Problems in the Bxport
Drive", Innovation 4 Kc¥ ;arkctiig Pr?rou, ed, Hentry "
5(;::0:, Proceedings o ationa ctonf.c - {Chicago:
r

ican: natk.bdng Agsociation, 1963). - , ~

(‘ B, mﬂg’"" “Bluétrade: Grass Roats lxport Pr09ra-o' | ;
t' : Lo m”ﬁ . Progress, ed, Henry Gomes,
erence (Chicagor American . -




exports .can .cont¥ibute to the attainment of goals.

’ Cavus§11, for exaﬁble, found that managerial aspfiations

towiyds growth and profits were clearly related to the prob-

ab111ty of exporting and export performance.15 ‘Aspirations
toward growth are also related to the export policies of the
firm,16 |

Within recent times, the adoption of exporting_by the
firm has been .seén as-an'innovatire prooéss in much the same
way as the adoption of a.new production progeéé.17 But,

according to Simmonds and Smith, in some ways the firm whioh

]

begins exporting is not an innovator since the firm is not
the first to'adopt a .recently déveldpea practisﬁ. These

authors, therefore, justify the innovative view of exﬁotting .

by looking at the firm as a closed environment. Within that
‘ ' L4 . ' :
closed environment, the firgt export order is an innova-

tion. While not disagreeing with' this intergretgt{on,

' H '., .
becalge of-the recency of exporting by manufacturing firms

. ' : L
in developing coultries . and the relatively few firms which

actually‘!xport, eiﬁorting firms in developing countries can

be viewed as 'innooators in the traditional- sense. These'

firms are ahe first to adopt a recently. developed practice,

One'yould therefore expect some of the characteriskics of

15 Cavusgil, p. 130. oo

$
16 Hunt, !roggatt and novell, P 1= 14.

-~ \

¢ . .
17 Noo-Youpq Lee and John J. Bralch, 'The Adoption of Bxport
' as an- Innovative Strategy," Journal of Intesnational Busi-

ness Studies ' (spring/Sulocr, 1978): ‘55253? “Simmonds and

v P
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1hnovators to be assocxated w1th epr.tlng and export per-

formance. '
. . .
Cosmopolitanism and willingness to take risks are two

e, . . . . .
characteristics which are often associated wlth‘1nnovators.
— .

Cosmopolitanism refers to how oriented is the individual '

beyond his community, 18 There is some ev;dence to indicate
ehat these characteristics are associated with the managefs
of exporting 'fifms. Exporting _manegers tend to oaqe an
international outlook and to hafe travelled widely.19 ;hey
have aleo been charecterised as having a high de€gree of risk
tolerance and aggresslveness .20 Innovators have’” also been
found to be better educated.2!  It- is likely, too, ghat
younger mqnagers would be mofe export oriented*than olderl

aet ‘\ .« -
managers..22 I .

P R ,&. N . - M
18 Thomas S. Robertson, «"bPeterminants of Innovative Beha-
r,* in Proceedings W#-the American Marketing Associa-
tion, ed. Reed Moyer (Chicago--%mer1can Marketing Associa-
tion, 19§7): 328-332. A

19 M1, Cunningham and R.I. Spiegel, "A Study in SuCcessfulﬂ

. pngépg,' British Journal of Market, 5, 1 (Sprimng, 1971):
2-12; Yair Aharonl, The Foreign Investment Decision Process
{Boston': Harvard University, 1966), p. 55*61 '

-

n

20 gimmonds and Smith, p. 98 ‘ R 9

l’ N v.
21 yames F. Engel, Roqer D, Blackwell and David T. Kollat,
GConsumer Behavioyr, 3rd Ed. (Hinﬁdale, I1linois: The Dryden
Press, 1978);, p. 312. «Por a good discussion of the rela-

. t;onahip between innovation among producere and education

‘sée‘ J. Paul Leagan, “Extension Bducation and Hodernizetion,
in Behavidral Chané%
Charles P. LoomIs, eds.. (Ithaca: Cornu&l.university Presd,
'971). p- 101 1‘10 - . . (] . ¢

‘ ] * N
22 jimes Kent Pinney, "The. Proceqs of Commitment to rorcign
Trade: BSelected B-pller Indiana Manufacturin Pirms*
(unpubltlhed b.B.A. Dtsoertqtion, Indtana Univerligf, 1969)

in Agriculture, :J,  Paul Leagans and-
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have a significant effect on export behﬁbiour ’

\

But the characteristics of managers are not the only

- )

independent or activating elements in export~dec15ion'mak-

ing. Managers' impressions .or perceptions of the firm and

the envirpnment, whether consciously or unconsciodb%y, may

also have an impact on the export behaviour of the firm. 1In

addition to stinuli from thexfirm, factors in the domegtic

1

environment are likely to have some effect and so too‘ﬁbuld’
elements in the- foreign market.

*"Exporting

. - g . -
plex decisions in_ conditions of greater uncertainty, than
domestic marketing oo It also requ1res -additional resd:rces

in finance and managerial t1me.'23 Thus, the availability

of .adequate financial, _phy81ca1~ and ‘human resources is

.potentiallif an important determinant, of .erport behaviohr.

‘One would expect therefore that the size of the firm would

since.

greater size should be associdted with greater resourceé._

Unfortunately the relationship is not all that clearcut

SOme studies report no relationship between size and perfor-

*

.23 pouglas A. Tookey,.

§§g§rt Harkcting Dccisions (niddlelex,z'
England: Penguin ‘Books. Ltd., » P. . R ,

o,
» - - 3 .
¢ 14

invalves the individual firm in more com- -

1




of the problem may be that management characteristics are

the significant factors and management characterist;cs may
have little to do with the size of the' firm,23

,In‘addition to the problem of size, the nature of the

. firm's ewnership is another area of uhcertainty. Foreign

ownership)has been ‘associated with superior Fesources, and

* ' .
.therefore, with better staying. power in. the export market;

'&lt there is also evidence that it has no effect on export-

_Mméﬂscwﬁﬂd,pthers report a significant relationship.24 part.. -

72

1 . '

o

performaruce.z_6 For the purposes of this %esearch ‘both size /

'~ * and the nature of the f1rm s ownership are included among .

the factors affectmg export behaviour..

'rhe objective ‘factors of size and ownership are not.
hkely to be the only company factors to \be associated with
"¢ export behaviour. The percepti()ns of management regarding

the characteristics of the firm which may improve its chance

. ¢ o

24 Those studies reporting no relationship include: Bilkey

and Tesar, p. 95; Talaat Abdel-Malek, Managerial Export

" Orientation: A. Canadian' Study (London, Ontario: ﬁfﬁl‘o; of

+ Business AdmInistration, OUniversity of Western 'Ontario,
1974) and Norman W. McGuinness, "The Impact of Technology

. and Product Characterjstics on the International 8ales of
o New Canadian Industrial Products: A Diffusion Analysis,”
' (Unpublished Ph.D. Dissertation, University of Western.
' Ontgrio, 1978). Studies reporting a positive relationship
incMude: Seev Hirsch and Zvi Adar, "Firmt Size and. Bxport

Per formance," ,World Development, 2, 7. (July, 1974): 41-46

and Pouglas A.—Eokey, ‘WPactors Associated with' Success in~
Exporting,® Journal of Management Studies (1964):- 49-66. v

25 yarren J. ,BiJ.key, "An  Attempted Integration 'of the
‘ Literature -on the Bxport Behaviour “of Ffirms," .Journal of
Intérnational Buaiensa Studies - (Spring/suber, 19157 33-46.

26 gee Chapter 2, T )
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of ‘success in the export market _may also be important.

. management's perception that the firm has a uniq@e product

may generate a.sense of confidence sufficient to motivate

.

the firm into the export market. Exporting firms vften have

unique product54?7 ﬁanagement‘s perception

that the firm has superior technical equipment and processes

“may also be related to exporting.

Once the firm begins to export some amount of learning

takes place which is likely to result in greater export'

efficiency. With greater efficiency and, thevefore,'greater

rewards, management is more likely to make-.larger commit-

Ments *to exporting which will result in improved export per-

lism or inetenental‘steps of°expost development. 28

so far the discussion has focused on the organisational
elements of the firm and its managment. But the’ firm exists
in a particular enviréﬂent in its home market, a factor

which has an important influence on its behaviour. -Pirms

.are’ influenced by their competitors, by government rules and . .

‘regnlations desighed to stimulate economic development, and

by the 1nst1tutional arrangements in the society. In nany

instances, the response of the firm is deteunined by manage-

ment 8 perception of certain critical elements in the envir~

. a

77 c.c, Alexandrides; *Bow the Major:ObstéeIes to Bxpansidﬁ’

can be Overcome," Atlanta Ecenomic Review (May»#1971): 12-

15; Tesat, 'BnpiricaI Etﬁay o port Operations ...% ..
28 Bilkey and Tesar, p. 95. 9:7//;1 - | | ’
' . ; ‘ o o oo ’ v |

Thus

This learning prdeess partly explains the gradua-

13
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- __onment.  For the purposes  of ,miLﬁzésg,a:nm,Lhﬂgm,

. management's perception of the domestic epvironment is a
© crMtical factor. = ¢ :
The research' reviewed in Chapter 2 suggests tba.t the
domestic environment is an extremely important factor affec-
.. ting’ the export motivation of firms in developing coun-
trie;. Elements in the environment such as in_frastructqrali
facilities can facilitate or biﬁdet sthe movemgnt:_ of goods
_from the home market to the export market. The efficiency
of these facilities can thus havp"a profound"efféct on,thé, '
export behaviour of the firm. ', Government: ﬁbl.ic'y on éx‘port-"
incentives can also h‘ave an effect and so too 'caﬁ-its-policy' :
on exchange rates, , : o, « |
Market conditions age also likely to have an. effect on
N I . » export behaviour._ Insgff_lciﬁ\t growth " in the’ domestic
. market can motivate .thé fi;:m to seek greénet pastufeé.
- jnéreasing competiti&n at home may also- have the same effect
«» : - on‘ evxport:.z'9 Aharonl also repotts that fins nay begin to- -

export because competitors are. exporting.3°' - . ) - .a

While there is no denying the importance of supply:

ﬁa.ctors, (the - dharagteristi‘fstof nanaguent, the firm and

< thg dongestic environment), as majox‘inflyences on the gxport

¢

. - " 29 R.A. Cooper, K. HarfPey and c. R.ll. .Harvey, !xport Petfot-
i mgnce and the Pressure of Dmsg (London¢ George Tu.n and
Un n, rtao' 1;’0).- . ’

» ) . ' »
) - -

30 yair Aharoni, The P rci n Investment Dccia on Crroceu
(Bostom Graduate on .,

_nnivo:lity, 1965), P 65-60.




L behav1our of the firm, it is also important that demand

factors (factors in the export market) be evaluated if a

. complete' understanding of the export decision and export
performance is to be obtained. " The factors-~in the“h'ome
market may push the firm :-into exports, bat the nature of the

" -export market may be such that too many obstacles are per-*
»ceived, and consequently exporting does not take place.

The important factors in the expor‘t‘ market include the
perceiv'ed compet'itiveness ‘and size of:'the market and the
perceived ease or difficulty of obtaining distribution,31
These . factors ar e 1mportant for export behaviour because in
many export markets, major competitors are indigenous to the

A R . export market and thus, have the added advantage aof probably

‘ 'being well knovm among the channel members and the custo—

L ' mers.' Consuner brand loyalty and the advertising expendi-

L . ture. necessary to break into- .markets can "also be major

. ‘ o deterrents to exporting.32 T c. -

‘ Problems of competition, mar/ket size and obtaining dis-

. trvibution will vary depending on thelnature of_ the produ,‘ct.

, Thus for any one export market, some £§rms 'may identifp

’ f . | market opportqnities and other.s may percei.ve the market to

: ) be unattainable. But- there are other factors related to the -

1

31 p.1. Hackay, "Fxporters and Export uarkets," Scottish..
Journal of Political’ Bconon ,* 11 (November, 1964): 205 =217
ﬁexandr es, p. ey and ‘rbsar, p. 95. e

, 32 jose R. de- 1a: Torre, "Narketing' Pactors in. Hanufactured
Bxports from Developing Countries,” Product Life Cycle and

'5 : :*- . Internationmal ?}ade, I.ouis T. wals, ¢d. (Bostons arvard
; : niversity, . . | ,
I . - ."J . . .

. - L

-~

14

\

‘ i

(k]




export market which are connected largely to the country to
which exports are destined and which may not vary by pro-

ducte, These elements are referred to in thls study as the
»

export market environment.

Theuexport market environment includes those factors

which have tredltxonally captated the attention of interna-

tional trade theorlsts and researchers. It embraces those.

factors . &hich ‘are peculiar to the foreigfi country as a

whole. These-factors are tariff and non-tariff barriers,

and phy31ca1 and psychological distance. Hanagerial percep- .

tions of tariff and non-tariff barriers may generate some

B

amount ‘of reluctance to .export on the part the of mﬂnufacd
turing “firm. Managerial perceptions of ph;sical and psycho-
logical distance may- also have the same effect. Psychologi-
cal or psychic distance is '.... the ‘sum of factors prevent-

ing the flow of information from and to the lnarket 33

Examples of these factors includes differences in language,

c

business practices and in the 1eve1-of economic development._

Thus the independent constructs postulated to affect
export behaviour are: .

| Hanag_nent Characte;istics

Fitm Characteristics ' o ' ' CLo s

" . Perceived Bxport narkel

l

.33 Jan Johanson and~Jan Srfk ‘Valne, 'Thq Internationaliza-

tion Process of the Firm - A Model of Knowledge Development

And Incrcasing !orei n Market Commitments,® Journal. bf

nternational Business Stgg§es (8pr1ng/8uller, ,

fperceived Domestic anArohment e S
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Perceived Export Market Environment

’ v

3.5 THE MEDIATING CONSTRUCTS

In 1975, 8 percent of all U.S. firms with export poten-
tial acttally exported.34 Furthermore, most exporting

rting activities because of prod-

ding frgm the outside. th exampre, Sinai found ttat 70
percernt of hls sample of exporters were externally stimulat-
edn/81mpson and Kujawa found 82 percent of’ their.sample so
stiﬁulated; and in England, Simmonos and Smith found that
si;’oﬁt of the# sample of nine firms were stimulated by
"_5 T extarnal forces 35 Oﬁe cause of this phenomenon is the
’ ’ < prgierence of managers for the domestxc market.
I This preference foy the domestic market shoold come as

no surprise since'it is thé market with which managers-are

.
A A

most familiarﬁ/, After operating £qr some time, managers
L 4

develop an intimate knowledge of the behaviour of the com-‘

[N

.petition,\’the .distribution channels and .coqmunication

-

media. Furthermore, and most'important, the -behaviour of
custohers -becomes- increasfngly familiar. In deveioping

;1~ , ' . QOMntries, witn small markets and few alternative distribur

34 jenepher Walker, "Exploring’ Bxport Potential, nagenent
" 'Review (April 1975), 49-51. . ( ‘

-
y

;o - 35 Claus C. Sinai, "An Investigation of Selected. Character-
- " istics of Export bartigipating Manufacturing. Pirms", (Unpub-

; S Pished D.B.A. Dissertation, University of Washington, 1970);
L . Claude L. Simpson: and Duane Kujawa, "The BExport Decision
R Process: An Bmpirical Inquiry", Journal of International

; : Business 8tudies (8pring, . 1976): 107-117; ~ SImmonds . and:

é'. ’ . i . Bl_ﬂ:h, po ;50 . K . . , . ' :

-
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tion and communication ‘c>n‘nels, this knowledge and fafil-
farity are powetful'deterrenté to leotﬁiéég‘WHQE§9Y§2i7-:”§m
seller'e market prevails for many manufactured products °
..."36 fn India, for example, exporters prefer ‘the ready
avallahility of the market at honne '~ the R & D and tooling
required for exports.act a/s" a tleterreﬂ'/t.37 Thus; the rela-
tive édase of‘ marketing at home discomages exports.

In contrast to the demestic market, foreign markets are
threatening and upfamiliar. These markets are r‘elative‘ly
unknown and managerijeel'a g;eat sense of uncertainty. . ;I‘he ‘
reluctance, therefore, of managet!s to market outside of

national boundaries and face the attendant pPbblems of docu- .

mentation, exchange rates and complex r%ula;ions, is mder-

Standable. What is it, therefore, that motivates nanagers

E]

to entet export markets? ° , 5‘/

The model postulates that the decision to enter the

'the result of the interaction of two khajor elenente. One

+

' element is the manager 8 diffuse impression ' of the task of

LY

penetrating the -export market relative to the poten_tial

revards. The..other element is 'the nanager's perc‘eption t,hat.

- the tfit’n ‘has the ca[..gacity to undertake successful expoft-

. )
e '//
]
. .

36 wpalaat Abdel Malek, "Inp&(-smutitution va. Bxgort-
Orientation,” Columbia Joutnal of World Business, 4 (Sept. -
Oct., 1969), p. 34. . IR _ '

-

37 Kadhav P. Kacker, 'l:port-onentod Maptatton < Its Pat- o

. terns and Problems,” Management ° xntcrmiom mtw, 15, 6
(1978)s 61=71,

3

, export mafket and the firm's ultinate eXport perfomance- is
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ing. 'fhesed elements int‘eract, to produice some measure of

~~-riak—whieh u}tmately mfluencee_the —export behaviour of the

.

—— e .

- - . -
The manager 8 diffuse impression of the task gf péne-

firm.

o trating the foreign market relative to the potential rewards

is’ referred ‘to, in the model, as. Perceived Market Attrac-

tivensss. narket attractiveness is the perception by the’

r

nanager that the foreign ‘market offers an oppor;ynity for

goal attainment of the firm._ It doés not imply the mder;- .

0
‘taking,of any systematiq or delibetate “market assessnent by

nanagers,' altbough ‘this, 18" .not ruled out. uarket Attrac-

o tiveness is a function of° the Export “Harket, the Bxport

- Market | aniron-ent _and tbe Characteristics of nanagenent.

- In symbolic form this can be written as:

: ,PMA = £ (PEW, PHE, XC) - "

. where "PMA = Perceived Market Attractiveness .

Pe’iceived Harket aniromnent ) _’

lf_,l
.

HG

v

The manager 8 perception that tpet Eim has the capacit:yo

PEM = Percelved Bxport Hark,et . ', ' .

Hanagement Characteristics. R . - ..

to mdertake auﬁcessful exporting is referred to, in  the .

~model, as Pe;ceived Bxport - Cagability. 'In a’ lore clinical

‘sense, szort Gapability repreaenta the nanag‘er'a percep-
‘tiona that tbe firn has a capability over and above that
requirﬁ for' current operhtione¢ This. is’ analogou to m

. I ' - .. v .
. . . ' . - - . .
. L4 . R
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i concept of ‘nnagenal services abailable for expansxon 38

- symbolic- form this can be written» as:

Y

1
te

Perceived Export - Capabil.ity is a- function of the,. Chatacter-*
L)
istigs. of llanageaent, the Chaucteristies r(t:be ‘Firm and

the Domestic BnVironnént in which the £i .exists. " In

. PEC= £ (MC,. FC, PE) < : .
£ 4 e T o d ..
where = PEC = Perceived Bxport Capab_i\iti L ¢
o d : ’ . o
. HC = Hanagenent Charactetisties S «
T - S
FC = Pirn Characteristics , ’ , 2 ‘ - ,
o \" 9'. . '(D \ ’
lestic anironnent e . . 4

e Both narkdt Attrqct eness and Bxport Capab-ility deter-'

nines the manager s petception of risk. This pereeptioa of,
risk enconpassez the -aguitude of the pbssible cgnsequbnces Sy
‘of exporting - is vell as the ch;nce of - the conscquénoea .

occm:r:tng..’ For exugle, it incl udes. both the posaibh' ,‘ :
'
effent of failure and "the chance of" the fail&e laterialis-f- : g

ing.\toreign n‘kets have vagying Qegrees of uttractf\eu.

ness, aZconcept which eabtaces aspects of the lukct sucha - as, S
its fa-iliarity. predictability and ptoﬂtabiuty.- It is, ;,

the deqtne of aattractiveness which ?‘nﬂbmnces the perccp;ion Ga
uf the risk, exporting. ' m perceived' tici of czpor‘}.ing 1. *’i , - o
also détdnined by tl;c fin s expott capibﬂ.ity. -lxport | g '!
camiliny. fneluan npcct;. lnch Wthe Wity w ' ::.
unagubuny of. amung. nnﬁ. it 18 the. mtem oa“ - fi;f/:

; ,

-&m awum
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the perceived risy of exporting.

_ The Contrhcfuql Relations element of the model cap-
td:es the contrécéup} arrangements which many retail houses ,

from 'counti'ies' such as U'.S.., "Britain and Japan Wwake with
¢ : » ' : : [N
4

manufacturing firms in developing countries to supply them -

with ‘fixed quantities of goods annually. Thesz retail

" institutions undertake to perform all the markéting func-
tigns. The firms in the developing coﬁntriés simply ;}oduce‘

s and supply their institptions w{th the contractual amount

A which could bé as high '‘as 50 percent to 75 percent of their

capacity.

—_

Not all companies havé"the freedom %o export to any .
market they wish. Export Restraint captures the situation
‘ N
where the export activities of foreign owned subsidiaries or

locally owned firms with licence agreements may be iistrahﬁ-

K

ed.

»

The medidting donstructs of the model aré therefore:

Perceived Market Attractiveness ;!
< . [»] A

Perceived Export Capability

Perceived Risks . 2

Contraétual Relattons

Export Restraint

3.6 THE DEPENDENT VARIABLES

‘. . The model postulates that the managerial perception of

risk acts dilr:ectly' on the e?p'glrt:“dgc-isiOh and the eéxport

- v

'“berformance of the firm. The perif?zspn of risk also influ-

F M WA
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ences the commitment of the firm to exporting.

This relétionship-betweeh perceived risk and the export
behaviour of the. firm explains the graéual or evolutionary
approach to export development. The non-exporting firm, for
example, perceives a high degree of risk, while a lesser
degree of risk'may lead managers to export but without any
strong éommitment. Onm the other hand, &egrée of risk may be
pg;beived as being so insignificant that resources are com-
mited to exporting from the start.. With .increasing famil-
iarity, léarninq takes place and experience is gained; the
degree of perceived risk decreases and more and more
resources are committed to ekportiag; The .relétionship
between export ‘perfo:mance and export ‘commitment is an
attempt to capture this eGolutionary procesg of export
deve{epment.

-Export performance refers to hoy well the firm pef-
forms in t%e“fpreign market féla&ive to other firms.,

Export commitment can be viewed as being made ﬁp 9f the

amount of resources committed to exporting and the degree of

~commitment to exporting., The latter depends on the extent
‘ o LY

to which resources utilised in‘exporting are non-transfer-
able.?9 " For the purposes of this research, commitment

refers to the ‘extent to which firms build up their export

trade by utilizing resources which could have been used

elsewhere.

39 johanson and Valne, p. 27.

. ’ . \




Many studies note the relationship betweeﬁ export com-
- T .

mitment and e*port performadce. Performance for example, is

influenced b‘:he personal vi‘sits of top officers to over-

séas matkets,l by overseas- distribution facilities and by

ovefségSVagents.4° Another study noted too, that Brazilian
mahufacturers in their drive to secure export markets, also
engage in product planning for their exports, offer fast and
reliablé delivery and make budget allocati;ns for coopera-
tive 'rgtail advertising.41 But in considering the rela-
tionship between performance and commitment, it is important
to keep in mind that, at times, performance may lead to com-
mitment and, at other times, commitment may lead s? perfor-
mance.
+ The dependent variables of the model are thus:

Export Performance

Export Commitment

3.7 ,ASSUMPTiONS AND LIMITATIONS OF THE HODEL

The conceptual model rests on a number of assumptions.
Firstly, the model assumes a particular flow of causation
that may not be a true and complete reflection of reality.
It is likely, for instance, that the independent‘constructs

of the model may have an impact on each other. Por example,

40 cunningham and Spigel, p. 8.

41 Prank L. Helbig and Haskel L, ﬂoffehberg, *Made in
Brazil,” Columbia Journal of World Business, 7 (Harch-April
1972)' 2147, ) / \
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the manager's cosmopolitanism and aspirations may affect
the perceptiog of the domestic market or of the export
market., ’ The;e relationships are not considered in the
model, It is assumed that the main interactions of the
model will not be affected. by ignoring potential connec-
tions among the independent constructs. :Cbnsequently, it is
expected that tﬁe general direction of the flog of causation
will be as postulated. -

Secondly, the model also assumes that managers are
largely responsible for their firm's success and that they
'

act on - the basis of their perceptions and not on "objective

factors as they exist, For example, the initial export

decisions by managers are influenced by how managers per-

ceive\the ﬁarket rather than by the way the ﬁarket really
is. There 1is some support for this assumption. Thus,
Hirsch states that "The situation seen by the firm is ...
the only relevant one from our point of view, because it is
the situation regarding to which decisions will be
téken.'hz

Finally, a major assumption of the model 1is that

managers' perceptions do not undergo a fundamental change

over a short period of time. Thus, managers' perceptions in

time t+1 is related to export performance in time t. This
assumption is made on the grounds that people's perceptions

tend to have a great deal of stability over time. On the

42 geev Hirsch, The Export Performance of Six Manufacturing

Industries (New York: Praeger Publishers, 197/f), p. 162.
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basis of organisational an;l‘environmentalt stim_uli_; together
with personal factorS, ménagers‘organise the stimulus infor-
mation and give meaning to it.4f3 Once these perceptions or
images have been formed, managers éttempt to maintain per-
cebtﬁél stability and réduce dissonance by sglect{vely{per-
ceiving information.44 This selective perception hefbs to
maintain perceptual stability over time.

The aSsuﬁption of perceptual stability also applies to
the potential effect which export activity may have on éer-

ceptions and ‘managerial characteristics such as cosmopoli-
A - .

tanism. It is acknowledged that export activity may feed-
’ L]

”

back - and affect the model constructs posited as iﬁdepen-
dent. For example, expdrting may make a manager‘morg cosmo-
politan in outlook or affect the perception of export ‘cap-

ability or the perception of the domestic environment. This

feedbaék effect is omitted from the model'and_it is assumed .

e

that the independent constructs are the starting point for
explaining export behé&idur. This éssumption is Sased on
the notion of percepéual stability of mana;ers over tiﬁg.
The omission of a feedback effect means that the
abplicability of the model is limited to explaining or' show-

ing the relationship between export performance at a point

in time and the independent and intervening constructs. The

43 .gee Thomas ‘S. Robertson, Consumer Behaviour (Glenview,
Illinois: Scott, Foresman & Co, 1970), p. 14-24.

44 gee Philip Kotler, Marketing for Nonprofit Organisations
(Englewood Cliffs, New Jersey: Prentice Hall, Inc., 1975),
p. 129-141. -

§5




»

model can be appligd, only with extreme caution, to explain-
ing export growth‘over time. '

The model is limited in that it does not take into
account intra-company transfers of products. This transfer
refers specifically to situations where subsidiaries are
established in developing countries and the bulk of the out-
put is "sold" to headquarters in another counﬁry. In these
situations, managers have no discretion in “marketing the
product., The model alsé does not apply to companies in
free-zone areas, since such areas are especially designedy
for the st;mulation of exports. Companies locating in such
areaé ‘are therefore expEessly set up to satiéfy export
markets. . Thus the factors affecting such companies are
different from thes; postula&ed in the modél.

Overall, the model provides a comprehensive framework
for examining the situation of individual firms in develop-
ing’ countries in order to understand their egpo?t perfor-
mance. The model includes both supply and demand factors;
it focuses on the importance of the characteristics of
managers; ,and' it relies on managers' 'perception of their
export situation., These are important disfinctions for a,

model whose purpose is ultimately to serve as a basis for

improving the export performance of individual firms.

+




CHAPTER 4
{¢ .
THE OPERATIONAL MODEL AND THE METHODOLOGY

The previous chapter outlined and discussed the concep-
tual model which provides the framework for this research.
The model' links environmental and mar_ke‘t/.perc'ept.ions,c to-
gether with management and company characteristics, to ex-
port performance. The, presen't chapter proceed.s by first
operationally défining the constructs of the model. A des-
cription of the method of data collection, the characteris-
tics of the sampie and the limitations and assm:ptions of
the data then follow. The detailed hypotheses -and.testing
procedures ‘make up the final section of this chapter.

4.1 THE INDEPENDENT CONSTRUCTS

34.1.1 The Export Market

Two variables represent the Export Market construct.

These variables are Pavourable Export Market and Favoarable

Distribution System. They stem from past research which

identifies the characteristics of the export market ‘which
: L]

87




! 4
J most affect exporters.L The dimensions, of the first vari-

- able are the degree of competitiveness, the annual growth

taﬁe of the market, ﬁﬂé;aegréé of aéﬁénd‘flucﬁhéﬁion and
market size. For the second variable thé:aimensions are the
ease of obtaining distribution and the similarity of the
distribution system. Each diménsion is measurea with seven
point scales. By summing and ave;aging the dimensions of
‘each variable, an index is created. This procedure is,

followed for each of the multidimensional vafiables employed

in this research,?

-

-

4.1.2 The Export Market Epvironment

The.operational definition of this construet ‘:lqdes
the variables to which researchers in the developing world
pay the most attenéion. These variables are Tariffs, repre-
sented by the extent to which tariffs are a deterrent or

stimulus and Non-Tariff Barriers, represented by three di-

mensions. These dimensions are the degree of difficulty
posed by packaging and labelling laws, by health and safety

laws and by dimport quotas. The other variables representing

1see C.G. Alexandrides, "How the Major Obstacles to
Expansion Can be, Overcome," Atlanta Economic Review (May,
1971): 12-15; D.I. Mackay, "Exporters and Export Markets,"
- Scottish Journal of Political Economy, 11 (November, 1964):
205-217; Paul Michell, Vinfrastructures and International
Marketing Effectiveness,” Columbia Journal of World Busi-
ness, 14 (Spring, 1979), 91-101.

v 2gee Jum C. Nunnally, Psychometric Theory, 2nd ed.
(New York: McGraw-Hill, 1978), pp.66-68 and 82-85 for the
rationale behind the use of multi-item measures and the sum-
ming and averaging of these measures.
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‘the export environment are Physical Distance, measured by

the degree of difficulty it Ereafes and Psychological Dis-

tance. ‘The lagter variable embraces the degree of difficul-
ty c;;ated by differences in language, differences in the
ways of doing business and differences in the level of eco-
nomic\development.3 Table 4.1 presents the variableé and
their dimensions for both the Export Market and the Export

<

:Market Environment,

*

‘e

4.1.3. Management Characteristics

*For the éﬁrposeé of this research, management charac-
terdstics refer to the .Age, -Educqtion, Cosmopolitanism,
Aspiratipns and Willingness to Take. Risks of the manager.‘
The first two variables are relatively easy to measure. The

other variables, however, require some discussion.

Cosmopolitanism refers to the degree of international

oriehtatioﬁ'of the manager, his awareness and interest in
the world outside the local community. Many research stud-
ies’ on exporting utilize this variable as an explapatory

factor. The use of this variable derives from the percep-

tion of exporting as an innovative activity withia the firm

and the close association between innovation and Cosmopoli-~

S -

33an Johanson and Jan-Erik Valne, "The International-

\

. ization Process of the‘{itm - A Mddel of Knowledge Develop-

‘ment and Increasing Foreign Market Commitments," Journal of

International Busiress Studies (Spring/Summer 1977): 22-32;
Jan Johanson and Finnfiqfdersheim-Paul, "The International-
ization of the Firm - Pour Swedish,K Cases,” Journal of Man-
aggment Studies (October, 1975): 305-322.

v

N




TABIE 4.1

DIMENSIONS OF THE EXPORT MARKET AND THE EXPORT MARKET ENVIRONMENT

Construct Variable _ Variable Dimensions
Export Market |Favourable - Degree of competitiveness
.- Export Market - Annual growth rate of the market
~ Degree of demand fluctuation
- Market size
Favourable - Ease of obtaining distribution

Distribution System Similarity of distribution system

Export Market|Tariffs Extent to which tariffs are a

Environment deterrent or stimulus
Non-Tariff - Degree of difficulty posed by
Barriers . packaging and labelling laws

- Degree of difficulty posed by
health and safety laws
- Degree of difficulty posed by

import quotas .
Physical - Degree of difficuli:y posed by -
Distance physical distance
Psychological ~ Degree of difficulty posed by
Distance differences ‘in languages

- Degree of difficulty posed by
differences in the level of
economic development

- Degree of difficulty posed by .
differences in the ways of doing
business

’
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- tanism. ~ Nevertheless, the operationalisation of this vari-

able in export research is not completely satisfactory. 1In

one instarice operationalisation ihvolved examining whether,<

. ) ~
the manager had ever worked abroad and his &nowledge of lan-

guages.4 1In other research studies, subjeétive,observatiOn
and unstructured .interviews were the methods employed o
measure Cosmobolitanism.s,

For this res€arch, two empirical studies infiuenced the
‘definition of Cosmopolitanism. The first study used reader-
ship of coSmgpolitaSgsm magazines, Srequénéy of travel to
foreign countries, cgoice of friends aﬁd activities engaged
in with friends -and attitude towards the iocal community as
its measures.® on the basié‘of the conceptual definition
of cosmopolitanism, these dimensions were judged to be
.appropriate for this research except for the ‘last which,
though important, seemed to bé too general. With the aid of

another study, two dimensions which measured ‘attitude

‘toward the local community' were extracted and modified to

4M, Sikander-Khan, A Study of Success and Failure in
Exportin (Ph.D.. dissertation, Department of Business Ad-
ministration, University of Stockholm, 1978).

.

5james Kent Pinney, "The Process of Commitment to Por-
eign Trade: Selected Smaller Indiana Manufacturing Firms"®
(Onpublished D,B.A. Dissertation, Indiana University, 1969);
Kenneth Simmonds and Helen Smith, "The Pirst Export Order:
A Marketing Innovation," British Journal of Marketing (Sum-
mer, 1968): 93-100.

6Thomas S. Robertson, "DPeterminants of Innovative
Behaviour,” in Proceediggs of the American Marketing Associ-
ation, ed. Reed Moyer (Chicago: American Marketing Assocla-
tion, 1967), p. 328-332. : .
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suit this study.7,» These dimehéions are whether managers
%}nd the most rewardi%?-organisations to be local or foteign
‘&;d whétber managers feel local news is more interesting
than foreign news. Consequently five dimensions, summed and
averaged,_provided the index of Cosmopolitaﬂism. |

The strength of the desire to be a leader in th; indus-
try, to be a leader iﬁ the business communitf, to increasg

overall profitability and to increase sales growth are the °

measures of the manager's Aspirations. These measures are

similar to those of Cavusgil w@d measured the importance of
“certain goals to the firm.8 Strength of desire, however,
seem to hayt greater validity than iﬁportanqe as a measure ,
of aspiratipn. Again, an overall index bgged én the s&mm— N
ing and averaging1of the dimensions providgd‘the mgasure'of
Aspiration.

Willingness to Take Risks 1s conceptually similar'' to

'Venturgsomeness‘ as used’ by researchers investigating the
. ( R .

diffusion of . innovations, Two studies, one outlining some

dimensions of venturesomeness and the other outlining some

correlates of risk taking, influenced the operational defi-‘

L

L 4
Trimothy A. Almy, "Local-Cosmopolitanism and U.S. City
Managers," Urban Affaitsgguarteg;x 10, 3 (March, 1975): 243-
272.

83alih Tamer Cavusgil, 'Organizational Determinants ofe
Firm's Export Behaviour: An Empirical Analysis™ (Unpublish-
ed Ph.D. Dissertation, The Univeraity of Wisconsin-Madison,
1976). : : ) : .
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' management characteristics.

nition of the.risk characteristics of the manager.? Five

. ‘ . 1 :
dimensions provided the measuremEnt for this characteris-
. L 4 ) ¢ [ ¢
tic. They are willingness to i) enter constantly changing
markets; ii)‘adopt different management techniques and sys~

tems; iii)jenter new markets with relativeiy little informa-

tion; iv) enter new markets where the chances of being com-

pletely successful or being a total failure are slim; and v)

enter unfamiliar markets whefe the fitm is pressed to the

limit of its resources. .As ‘with' other aariabies an lndex

provides the ‘measure of risk willingness. Table 4.2 out:

lines' the dimensions ‘of each wariable which represent

.
R . , - 7
.

.
-

4.1.4 The Characteristics of the Firm y

1 h ]

' The variables which constitute the characteristics of

the firm are all assbciated with the export performance of~
firmd located.in- industrialised countries. A few of these
‘ gariaoles have also béen explored in the cbhtext of.a deve-
loping country. Héyevern for some of these cﬂ!&acteristics, -
including those examined in developing(éountries, the‘direc-'
. tion of the association with export’ performance is still un-

certain, while far some others the reiationship‘with export‘

performance is fairly straightforward. _ 4
. ». | L

¢
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9Rpobertson, "Determinants of Innovative Behaviour";

Lawrence K. Williams, "Some Correlates, of Risk Taking,_

Personngl Psychologx ‘18,3 (Autunn, 1965): 297-309.
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DIMENSIONS, OF "MANAGEMENT CBARACTERISTICS

aem.

' TABLE 4.2

»

-

- , Construct

~

Wariable

Variable Dimensions

Hanégenent
4 ' Characteristics

. K ]

»

Age
Education

Cosmopol itanism

. ¢
Aspirations

Willingness to
Take Risks

\

1 = Number of years

- lLevel of formal schooling attained

- Similarity of background and views
of friends

- Rewards offered by local vs

, foreign clubs

Interest in local news vs

.foreign news

- Frequency of reading foreign media

- Frequency of travel to foreign
countries

Strength of desire to be a leader ’
in the industry

-~ Strength of desire to be a leader

" +7in the business community

-~ Strength of desire for increase in ~
profitability
- Strength of deslre for increased
sales .

Willingness to enter constantly

changing markets -

- Willingness. to adopt different
techniques and systems

-~ Willingness to enter new markets
with little information

- Willingness to enter marKkets where
it is difficult to succeed or
fail

- Willingness to enter mfani].iar .
markets where the firm is pressed
to the limit of its resources




The Size of the firm is one ch@racpéristic where there
are as many studies uncovering a positive'relationship with
export performance as there are studies uncoverihg noirela-

tionship. This research employs two measures of firm siée:

the annual sales of the firm in 5979 and the number of full

. ‘time employees or equivalent for the same year. The intent
is to investigate the relationéhip between these.tyo mea-
sures of size. .‘ )

.Anothe; area of uncertainty is the relétionship_betkeen
export performance and the nature of the firh's Oﬁnershig,
‘;hether domestic or foreign. Part of the problem may be the
- use of different measures of ownership, For the purp&ses of

. this study the measure of firm.o;nersﬁlp«iéxiﬁé\be:cgntage
of assets owned by non-nationals.

) . v
The number of complete years since the shipment of the

first export ordef‘represents the. Length of Time Exporting.

The Source of the Export Stimulus is a categorical variablé

. '10,1) which measures whether the initial export stimulus
came from inside the firm or outside.10
. ~ Two other variables make up the ‘construct named Firm

Characteristics.. These variables a;e Product ‘Uniqueness and

Technology. Por both qf these variables, there %5 some

lqinéication of a positiQe relationship with export perfor-

"
v

10yith categorical variables group membership acts as

an independent variable and the fact of group membership is.

95

use to explain the variance in the dependent variable. See ~ -

Fred N. Kerlinger and Elazar J. Pedhazur, Multiple Regres-
sion in Behavioral Research_(New Y. : Holt, Rinehart and
Winston, Inc., 1973), pp.105- } )




mance. Unlike the previous variables of the construct, how-
ever, both variabies.are perceptual measures. The number of
major or minor unique features in the product 1line is thé
measure of Product Uniqueness, Technology is measured by
the number of formally, trained empioyees, the extent of
superior production equipment and the extent of supééior
production techniques. ' Table 4.3 shows the various dimen-

sions of the variables representing this construct.

4.1.5 The Domestic Environment

Five variables estimate the effect of tHe Domestic En-
vironment. Thes® variables are én unfavourggle domestic
market, favourable -infrastrﬁctuée; favourable government
export policy, ease of obtaining raw materiayf and the

stimulus of an exchange rate policy:

Different aspects of the Domestic Market act on the

firm and are strong enough.to propel it towards foreign mar-

kets. An extremely competitive local market, for example,
' A
motivates firms' to seek out foreign markets. Severe demand

fluctuations, a slow annual growth rate or a relatively
small market size may also have the same effect. Conse-

[

quently the preceding factors are the operational measures

fect export performance. The measures of the Infrastructure

are the ease of obtaining local transportation, the ease of




TARLE 4.3

DIMENSTONS OF FIFM CHARACTERISTICS AND PERCEIVED
DOMESTIC ENVIRORMENT

Construct Variable Variable Dimensions
Firm )
Characteristics| Size - Annual sales in 1979
: - Number of employees
Ownership - % of assets owned by non-
nationals
Length of Time - Years since first exported
Exporting
Source of Export - Internal/external
Stimulus
&
Produgt Uniqueness | - Uniqueness relative to similar
product on damestic market
Technology - ‘Number of employees with formal
training
- Superiority of production
equipment
- Superiority of production
, techniques
* Demestic Unfavourable - Degree of demand fluctuations
Environment Domestic Market ~ Degree of competitiveness

Favourable
Infrastructure

Favourable Govern-
ment Export Policy

Ease of -(btaining

Raw Material

Stimulus of Ex-
change Rate Policy

'

Annual growth rate of the
market

Market size

Eas¢ of obtaining local .
transportation

Ease of shipping products out
of ocountry ‘

Ease of coomunicating overseas

Helpfulness of financial
services provided

fielpfulness of managerial
services provided

~ Attitude,towards exporting

Ease of cbtaining raw material

Stimulus of Exchange Rate
Policy )

1]
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i
shipping proaucts out of the country and the eage of commun-

icating overseas., The Export Policy measures are the help-

fulness of the financial services provided, the helpfulness
of the managerial ,services provided and the governmental
attitude towards exporting. The other two variables are
_single item measures: Ease of Obtaining Raw Materials and

\
the stimulus of the Exchange Rate Paolicy. The details of

these dimensions are also illustrated in Table 4.3.

4,2 THE MEDIATING CONSTRUCTS

The mediating constructs of the model are Perceived
Market Attractiveness, Perceived Export Capability, Perceiv-
ed Risk, Contractual Relations and Export Restraint.!!

Each of these will be discussed in turn.

4.,2.1 Perceived Market Attractiveness

Ten dimensions make up the Market Attractiveness vari-

able. These dimensions are seven point, semantic differen-
tial type scales with bi-polar adjectives.12 Examples of

these adjectives:. are Valuable/Worthless, Unfamiliar/Famil-

11'Because one variable represents each of these con-
structs, both the constructs and the variables have the same
labels. The distinction between  ‘construct' and ‘variable’
follows that made by Nunnally. "To the extent that a vari-
able is abstract rather than concrete we speak of _it as be-
ing a construct", Psychometric Theory, p.96.

125ee FPred N. Keriinger{ Foundations of Behavioral

' Research, 2nd ed. (New York: Holt, Rinehart and Winston,
Inc., 1973), Chapter 33, for a description of the construc-
tion and use of these scales.

8
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iar, Dynamic/Static, Unprofitable/Profitable and Unimpor-
tant/Important. These descriptors were culled from the
adjectives used by marketers and reseafchers when describing
markets. The face validity of these adjectives also influ-
enced selection. As with érevious multi-item scales, sum-
ming and averaging responses produced an index of attrac-

\

tiveness.

4.2.2 Perceived Export Capability

The measurement of Export Capability follows the same

ppoceéure as that wused for market attracfiveness. Ten
dimensions measured with semantic differential type .scales
and bi-polar adjectives are employed. Eiamples of these
dimensions are easy/difficult, m;nageablé/unménageable,
demanding/undemanding, and attainable/unattainable. An
index of export capability is also constructed.« In evalu;—
ting export capability manager's assumed a ready and avail-

able market for the firm's product. The intention of this

variablé is to measure manager's perceptions .that the firm
7

hdé a capability over and above that required for current

6perations which can be used in'exporting. Table 4.4 pre-
sents the complete listing of dimensions for market attrac-

tiveness And export capability.
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TABIE 4.4

DIMERSIONS OF MARKET ATTRACTIVERESS AND EXPORT CAPRBILITY

T\

¥

"Construct

‘Variqble

b

Variable Dimensions

- -

Market :
Attractiveness

-

~

Export
Capability

-

+

= s

Market
Attractiveness

Export
Capability

.

- Valuable/Worthless

- Unpredictable/Predictable
Certain/Uncertain
Concentrated/Diversified
Permanent /Temporary
Unfamiliar/Familiar
Dynamic/Static .
Unprofitable/Profitable
Exciting/Unexciting
Unimportant/Important

- Easy/difficult

- Manageable/Unmanageable

- Trowblesome/Trouwblefree
- Certain/Uncertain

- Camfortable/Uncomfortable
- Camplex/Simple

- Demanding/Undemanding

- Possible/Impossible

- Rugged/Smooth

- Attainable/Unattainable
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model§é but it has not been satisfactorily defined.!3 Two

- \ 0y
This construct is conceptually importanta in many export

4.2.3 Perceived Risk-

1

4
-~

empirical studies inco;porate the concepi but their dJefi-
nitions are far frbﬂ_satisfacﬁory. One study'merely asked
whether the firm had Eaken‘any risks in exporting and the
other asked that risks in exporting be compared with risks

in the domestijc market, 14 Both studies wused one general

question to obtain the information and ignored the compo-

nents of risk.

The definition of Perceived Risk used in this research

is similar to the definition used in consumer behaviour.
~"4

Generally, consumer behaviour researchers view risk as made-
up of twb components: uﬁcertainty and consééue&ces. "Un-
certainty can be described as the probability éhqt a qgven
event will occur. Consequences are defined as th;‘cost to

the consumer -should the given event occur."15 _Thus per-

-

ceived risk is defined by measuring the chance that export-

ing will cause a reduction in profits, sales and reputation

(uncertainty) and the importance of preventing 'a reduction

”

13gee Chapter 3.

14gj kander-Khan, "A Study of “Success and Pailure in
Exports"; George Tesar, - "Empirical Study of Shall and
Medium-sized Manufacturing PFirms" (Unpublishe Ph.D.
Dissertation, The University of Wisconsin-Madison, 1975).

~

15gcott M. Cunningham, "“Perceived Risk as a Padtor in
the Diffusion of New Product Information,”™ in Raymond M.
Haos, ed., Science, Technology and Marketing (1966 Fall Con-
ference Proceedings, Chicago: American Marketing Associa-
tion, 1966), p.700. Co
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in proftté, ga;ééjand reputation 0consequencés). <§y averag-

ing‘the product’ qfithé measures of uncertainty’and conse-~’

1 .

quences for each di@sfsion, an index of risk' is obtained.

The dimensions of riskK 'are outlined in Table 4.5

-

4.2.4 Contractual Relations

This variable takes into account the ?oq;rééthal ar-

rangements which manufacturing firms in develoging countries

sometimes make with firms in countries such as the U.S. and

&
Britain. It is a 0/1 catégorical variable.

-

& . &

4.2.5 Export Restraint

102

y ‘ :
This variable is also a 0/1 categorical variable.- It

their exporting activities.

N

4.3 THE DEPENDENT VARIABLES .

Export activity can be characterised as multidimen-
sional. ~ For - example, one receat study measurea export
behaviour of the firm by examining the intention to enter

new markets, the number of new markets intended to.expdrt

to, the intention to introduce. new products, the intention"

to increase the present proportion of export sales and the

expected i’rease in the absolute level of sales. These

captures those situations where firms may be restrained in

dimensions focus on the firm's commitment to export market

expansion, the commitment to expogé sales and the commitment

1
ey -



TABIE 4.5 .

DIMENSIONS (F PERCEIVED RISK o

RY

v.\ - °

~

Construct

Variable

Variable Dimensions |

- Perceived Risk

Perceived Risk

- Degree of importance that there
is steady and consistent ‘
growth in export profitability

- Degree of importance that there
is steady and consistent .
growth in export sales .

- Degree of importance that t-,here

is steady and consistent &

growth in export reputation

- Chance that steady and consis- -

tent growth in export profita-
bility would be attained .

- Chance that steady and consis-
tent growth in export sales
would be attained

- Chance that steady and consis-

tent growth in export repu-
tation would be attained
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. to existing export markets.!6  Por the purposes of this
research, howéver, the dependent variables are actual e;pért
sales: - Export Perfofmance; and the amount of time and
financial resources devoted to developing ‘new export mar-
kets: Export Commitment. The rationale for the choice of
these variables is outlined below.

v A

4.3.1 Export Performance

Y
’

It is possible td~oberationalise Export Performance in

\

a number of ways. One may, for example, use the profitapi~-

" lity of or the contribution from export sales’ in.any qne’

year. Another common measure is the percentage of total

\
‘sales derived from foreign markets. Variations of these

L 4

"measures such as averages or growth rates over a period of

time may also be used.
v But all of these measuresasuffér from limitations of
one sort or aﬁother. _Profitability éufferé from érbitrér§
methods of cost allocation and. thus the imcomparability of
‘ profitability data among firms. This measure (10% of sales
foél example) also does not reflect differences in total

sales.'? Moreover, if an attempt is made to relate profit-

ability to the amount invested, then the problem of measur-

16gtanley Douglas Reid, "Export-Behaviour in Small
Lanadian-Owned Manufacturing Enterprise - An Empirical Inv-

104

" estigdtion™ (Unpublished Ph.D. Dissertation, Toronto: York .

University, 1981). %

.

175eev Mirsch, The Export Performance of Six Manufgc-l

. turing Industries8 (New York: Praeger Publishers, 1971).

\.




ing investment arises. Another limitation of the export
profitabili’ty measure is that.export profit data are notori-
ously difficult to collect.'® cContribution as a measure of
performance suffers from simila: problems, especially that
of data collection. And the use of the sales measure - the
percentage of export sales relative to total sales -~ dis-
regardé the fact that sales may be influenced by factors in
the home or oversea;-market which are outside the control of
-the firm. |
These limitations led to the formulation of a number of
fckiteria which guided the adoption of an operational Mmeasure
of export éerformance. "Phese criteria were:
i) The measure should represent the relative export
‘0 per formance of *the firm in the export market,

ii) The measure should be seen as intuitively rea-
sonable -and useful by managers.

iii) The measure should be seen as useful by policy

makers in developing countries.
iv) The measure should be relatively easy to obtain.
v) The measure should facilitate comparison with
past research. ’ '

On the basis of these criteria, export sales as a per-
centage of total sales (export intensity) was -the most suit-
able measure of export\performénce. This measure provides
an assessment of the relétive,export-pe;formance of firms in

the export market. By relaéing export sales to total saleé,

it ‘corrects for greater export sales on the basis of mere

- gize. Managers, in addition, commonly use sales as a mea:

.7 -~ 18gee’ D.A. Tookey, "Factors Associated With Success if
Exporting®™, The Journal of Management Studies, 1 (1964):
‘43-66.
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‘sure of performance, and from the viewpoint of policy makers
in developing countries, export intensity is also a useful
measure of performancé since a major concern of theirs, the
amount of fqieign exchang; brought into the countty, is
dependent on the. magnitude of export sales,. Furthermore,
expért intensity i§ a relatively easy measure to obtain.
Export intensity aﬁzz satisfies the fourth criteria since
most researchers in

is area also use this measure. Export

Performance, therefore, is defined as the percentage of

'export sales to totdl sales. ) -~

(;As a check on the manager's perceptions, two subjective
measures of performance were also taken. One measure. focus-
ed on the manager's perception of the growth of the firm's‘
export sales within~the last five years and the other mea-
sure focused on the manager's perception of the firm's ex-
port sales relative to that of comparable firms. ,

Export sales can be developed in a number of different

ways. For‘the burposes of this.research, export sales were
all sales mzae outside of national boundaries., It includes
the sale of both_finished products”and components. Products
sold to other local manufacturiﬁg firmg for inclusion in
their exports are excluded and so too are products sold to
" other local firms which are simply re-exported.

-
)

-4.3.2 Export Commitment '

The comments of researchers on the relationship between

the commitment of managers to expprting and actual export
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\

-perfdrmance provided the rationale for the way the dimen-

sions of this variable weré developed. These comments norm-

ally pinpoint the factors of time and money invested in

exportiné. Consé!uently, the percentage of total executive

time aevoted to-developing new export markets and the per-

centage of total markéting expenses directed to the develop-

mené of new export markets are the d{mensions of Commi t-

ment. Table 4.6 presents an outline of the dimensions for

both Export Performance and Commitment.

4.4 DATA COLLECTION

Manufacturing firms in Jamaica can be categorised. into -

three groups, each with its own peculiar methods of opé-

ration and ways of behaving. The first group of firms com-

»

prises the. éﬁbsidiaries of «&he transnational companies.
‘ . .

These firms tend to use relatively sophisticated methods of

operation with managerial authority spread among different

functional areas such as finance, personnel and markeginq.

The incumbents at the head of these areas tend to be profes-

'sLonals.

‘'The second gréup of firms are the ;arge, by Jamaican

standérds, locally owned mahufacturing'enterprises. These

firms wolld have sixty or more employees. Typically they-

are owned by famtlies who began their business life in. the

distributivg~tradcs,'acging as agents, wholesalers and re-
tailers for foreign shbpliers;' Altheugh Ehe:g is some sem-
blince of formalizatiap of functions, they are still basic-

- -
e




i 108

TABIE 4.6

- "DIMENSIORS OF EXFORT PERFORMARCE AND EXPORT (OMMITMENT

-

Construct Variable Variable Dimensions
. Export Export Perfof:mance - Export sales as percentage of
Per formance - total annual sales .
LS - Management opinion on magnitude

of decrease or increase in
export sales trend

L. . - Management subjective evalua-
. ° - ~ tion of export performance
Export ~ -{ Export . °
~ - Commitment Camnitment - Percentage of total executive
- . . time devoted to developing new
ST , export markets

- Percentage.of total marketing

N 4 expenses spent on developing
T - new export markets

-




ally controlled by one person or family. Some professional-
ism is present but it is generally confined to the areas of
accounting and possibly engineering for the manufacturing
plant. Some amount of planning and control exists, in addi:
tion, but it is at a minimal level. The style of management
can be classified as paternalistic._

The third and possibly the largest group of manufactur-
ing firm} a?e those which are small and locally owned. The
owner is literally the only member of ﬁanagement. No formal
acéounting systems exists; intuition and experience is the
mode of operation. In many cases, it may not be unfair to
refer t§ these firms as backyard operations where the hus-
bénd and wife arevextensively engaged in line operations.
The owners of this group of firms have relatively little
social contact with the managers of the firm in the other
- two groups, e}cept maybe in the capacit} of customers or
suppliers.19

Underlying the distinctions made among the thrgﬁ groups
is the general culture of Jamaica with its pervasive inform-
ality and relative intimacy among the;lniddle and upper
classesi Many of the managers of the first. two groups know

each other well and are also well known to the political

19Por a more detailed description of these groups see
F.E. Nunes, "Towards a Classification of Caribbean Business
Organization," in Notes on Organization and Change in the
Caribbean: Introductory Readings In Organizatignal Theory
and Behawiour, ed. F.E. Nunes and Gordon Draper (Jamaica:

199

Institute of Social and Economic Research, University/ef”fhe~»\nﬁmf

West Indies, 1974): 21-44. , ’///////

g
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elite. Jamaica, in addition, is relatively close to the
U.S. and Latin America and this encourages an awareness of
;vents taking place in the different countries. Up until a
few years ago "shopping™ in Miami was not something extra-
ordinary for middle and upper class Jamaicans.

It is in this context and social milieu that the col-
lection of data for this study took place. The actuai data
collection took place between the middle of March and the
end of May 1980. The source of the samplg was the 1978
Jamaica Manufacturers Association membership list, the most”
comprehensive listing of firms in Jamaica.20 Thisnlisttwas
supplemented by the membership list of the Jamaica Exporters
Association. These lists do not include all firms in Jamai-
ca and the expectation is that there is a bias towards the
larger firms or towards firms where the managers are reason-
ably educated and/or articulate. |
) Each firm in the sample of one .hundred and nineteen
(seventy-nine exporters and forty non-exporteré) was initi-
ally -contacted by letter (Appendix 1I). This 1letter was
‘either posted or hand delivered. The letter(outliqed the
purpose of tﬁe study and -requested an interview. After a
sufficient lapse of time, a follow up phone call facilitated
the finalization of interview arrangements with the person

most involved in exporting. The majority of the respondents

/

' 20rhe National Planning Agency, the main governmental
planning agency in Jamaica at the time, also suggested this
list as the most comprehensive.

4
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were senior level executives with Owners and Managers making
up 67%, General Managers 20% and Marketing Managers 4%,
a , :
The interview, followed a structured gquestionnaire

(Appendix II). The questionnaire concentrated on the char-

acteristics of managers, the characteristics of each firm

and its export behaviour, the perception of the domestic

market and of four- geographical markets. Managers in non-
exporting firms responded to a modified questionnaire
(Appendix III). This questionnaire was similar to that pre-

~

senteq to exporters except for ghe deletion of all questions
on exporting activities. ’

Bofh questionnaires were priginally pretested on six
exporting and non-exporting firms and subsequently modi-
fied. With the final questionnaire each inter?iew lasted
approximately 1} hours 66‘2 hours. Three assisfants, all
faculty members -of the Department of Management Studies at
the University of the West Indies, Mona, Jamaica, helped in
the data collection process. They were thoroughly briefed
about the background, purpose and methodology of the study,
prior to the surve&. After conducting their initial inter-
views‘a briefing sessior was again held, while throughout
the datircollectioﬁ ciose contact was maintained with each

assistant. The objective of this briefing and. the close

¢ontact was to minimize any possible interviewer bias.

-
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4.5 THE NATURE OF THE SAMPLE

The sample was selected with the aid of the Jamaica
National Export corporation which identified the exporting
and non-exporting firms, In selecting the members of the
sample all firms with less than ten employees were ex-
cluded. A strong effort was made to obtain a sample which
reflected the Jamaican industrial situation in terms of firm
size and industrial cateqgories. This effort was thwarted in
some cases because many firms no longer existed. This
effort waé also affected because of difficulty in making
contract with some firms or because of refusals. The non-
randomness of the sample clearly indicates that any general-
isation should be made with caution.

The membership list of the Jamaica Manufacturers Assoc-
iation is categorised into industry groups and except for
the Foed and Agro-industry group, the samplg includes all
the groups.21 The sample is also fairly rebresentative of
the relative proportions of the different industries in the
Association (Appendix 1IV). The one hundred and nineteen
firms included in the sample represented 23.5% of the mem-
bers. Thus, the sample includes a fairly broad cross sec-
tion of firms in Jamaica.

A tabulation of the sample firms by industry and annual

21The Agro-Industry group was not considered largely
because the traditional definition of manufactured products
among ‘export researchers in developing countries, excludes
them. In many cases these products are considered tradi-
tional rather than non-traditional.

v
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sales (size) is presented in Table 4.7. The bulk of the
firms are in the building, footwear, garmenté, printing and
packaging and wooden products industries with the garment
inQustry making up twenty-one percent of the sample. Forty-
eight firms or forty percent of the sample had sales of one
million dollars or less. Seven firms or six percent had
sales of more than ten million dollars. Table 4.8 presents
the samplé broken down by industry and whether the firm is
an exporter or not. Approximately forty-five percent of the
exporters were in the building, footwear and garment indus-
tries, while building, garments and printing and packaging
were the largest sectors among the non-exporters.

The ownership structure- of the exporting and non-
exporting firms also showed some variation (Table 4.9).
Approximately seventy percent of the exporters were com-
pletely local compared to eighty—three\percent of the non-
exporters., Twenty percent of the exporters were more than
fifty percent fereign owned (eleven percent of the exporters
. were “one hundred‘percent foreign owned) compared to approxi-
mately thirteen percent of the non-exporters with more than
fifty percent foreign ownership. Five percent were one hun-
dred percent foreign owned.

The‘oldgét firm in the sample, an exporting firm, was
fo;ty;eight years.old whereas the oldest non-expor;ing'firm
was thirty-five years old (Table 4.10). Notwithstanding the
age of these firms, seventy-five percent of the firms in the

sample was less than-fifteen‘years old. The newness of the:
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TABLE 4.7

- INDUSTRY BY MNNUAL SALES (J$000,000) — ALL COMPANIES

: i Less .251 .601 1.1 2.1 5.1 Greater
Industry than to to to to "~ to than
v .28 #600 1.0 2.0 5.0 10.0 10.0 ALL

Metal Products - 2 2 1 1 - 7
Building & Industrial

Steel 1 3 - 2 4 1 3 14
Chemicals - - - 2 2 4 - 8
Electrical & 1 1 - 1 - 5 3 - 10

Electronics
Footwear, Tanning 2 4 2 3 2 1 - 14
Garments 6 5 5 3 5 1 - 25
Miscellaneous’ - 11 s 1 - 1 9
Plastics - 1 1 1 - 1 ‘ 1 5
Printing, Packaging, - 1 1 6 1 3 1 13

Pamr ¢ . .
Textile & Knitters - - - - 2 - 1 3
Wooden Products S 1 2 3 - - - 1

TOTAL 15, 18 15 26 23 15 -7 119
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Industry _EXPORTERS | NON-EXPORTERS | ALL COMPANIES

$  No. $  No. £ N
Metal Products 63 5 | 5.0 2 5.9 7
Building & Industrial ‘ i .

Steel 10.1 8 15.0 6 1.8 14
Chemicals 8.9 7 2.5 1 6.7 8
Electrical & :

Electronics ‘8.9 7 2.5 3 8.4 10
Pootwear, Tanning | 1.4 9 | 125 s RIE-EERT
Garments 241 19| 15.0 6 21.0 25
Miscellaneous ol 63 s 100 4 7.6 9
Plastics 5.1 4 2.5 1 4.2 5
Printing, Packag'ing', )

Paper : 8.9 7 5.0 6 0.9 13
Textile & Knitters 13 5.0 2 2.5 3
Wooden Products - | _8.9 7 | 100 4 |_s2 n

- © 100.0 79 100.0 40  100.0 119
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. TABLE 4.9
«*
OWNERSHIP STRUCTURE OF THE SAMPLE FIRMS -
Exporters Non-Exporters j

Percent of Assets
Foreign Owned Number of Firms|Percent|Number of Firms|Percent

0 55 69.6 33 | 82.5
1 - 24 6 7.6 2 N\| S
25 - 49 2 2.5 0 4 -
50 - 74 4 5 3 7.5
75 - 99 3 3.5 0 -
100 9 1.4 2 5

-~
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sample companies\ reflecfs the recently increased govern-
mental emphasis on indus$trialisation. This newness also
reflects the absence of the Agro-Industry group from the

-+

sample. Typically, this industry group is the first to

_develop in developing countries.

When the industry classification is ignored,. seventy-

five percent of the sample had less than one hundred employ-

®
ees with twenty-five percent having less than twenty-six em-

ployees. With the sample broken down into exporters and

.t

non-exporters, exporting firms were somewhat larger. Fifty

_percent of thé expérting firms had sixty-six employees or

less compared to non-exporting firms with twenty-eight

-

employees or less. Using annual sales as a measure of size,

the results were generally the same - exporting firms tended
to be larger than non-exporting firms.

None of the exporters had more than twenty-four years

exporting experience, while the majority (seventy-five per-

cent) were all exporting for ten years or less. Twenty-five
percent had only two years experience. The characteristics

A

of the firms in the sample are also shown in Table 4.10.
TvTablg 4.11 sﬁows the export market of the sample

firms. Except for four exporters, ali had some exports to

CARICOM with slightly over half of the exporters (forty-

three or fifty-four pexgent) having one hundred percent of

their exports going to CARICOM. Sixty-five firms had more

than fifty percent of their exports to CARLCOM. The next

most important market was North America with fifteen firms

118
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TABLE 4.11

.

Percentage of Number of Firms in Each Market
Exports
Caricom|North America|Latin America|Britain
0 4 64 72 72
1-10 2* -3 4 4
11 - 24 1 1 - 1
25 - 49 4 3 1 1
50 - 74 8 4 1 1
75 - 99 17 2 1 -
100 43 2 - -
TOTAL 79 79 79 79

*Read: Two firms had between 1 and 10% of their exports going to CARIOOM.




or nineteen percent of the sample exporting to this market,
Eight had more than half their exports' going to this
market. Britain and Latin America had about an equal number

of firms, seven, exporting.

4.6 LIMITATIONS AND ASSUMPTIONS OF THE DATA

An important limitation .of this study is that the data
colle&ted reflects the opinion of only one person in the or-
ganigation. The assumption, therefore, is that the.inter-
viewee's percgption and opinions are a valid reflection of
the perceptions and opinions of other key decision makérs in
the firm. This. assumption may not be a éerious limitation
to this study. This is so because quite often - in developing
countries, decision makers operate in a highly centralized
and autocratic manner.22 . fThese decision makerg dominate

the functioning of their companies especially if they are
. * ——

"owner-managers". With 67% of the interviewees in this
study’being owner—mahagers it may well be that they are the
only key decision-maker in each firm. Nevertheless, for
each firm iﬁ thé sample and especially for those firms where

more delegation Of decision-making authority occurred, great

care was taken to ensure that the person most airectly

involved and who had the greatest influence in export deci-

sion making v@é interviewed.

223arry Richman and Melvyn Copen, "Management Techni-
ques in the Developing Nations®, Columbia Journal of World

Business, 8 (Summer, 1973): 49-58, D
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Most of the data collected was of a perpeptuai nature,
with data such as this response bias could, potentially, be
a serious problem. It is possible, for example, that cer-
tain managers, because they were being interviewed by a uni-
versity representative, provided responses which they
tnought made them look "“good”. In an attempt to minimize

S

the potential effects of this éfdﬁiem and. any other biases
which may have arisen, great carev;as taken‘in'tgaining the
three assistants involved in the data collection, |

One other assumption was maaevregarding neasurement and
the nature of the data collected. The statistical techni-
ques presented in this research are all parametric. These
technigues assume an underlying interval scale. The bulk of
Ehe research data, however, was collected by means of
seven-point Likert type ecales. These scaleg are ordinal in
nature but there is some justification for using parametric

-

techniques., _ - e

In the first place a great deal of effort was taken to

construct scale point descriptors such that they would be
percexved by respondents as reflecting -equal increments of
the variable being measured. Thus the responSes should
approximate interval measures,

Secondly, if the data is not interval éhe more ponenful

and better developed statistics presented in this study can

7 ‘ N
be considered worth the cost of the possible slight measure-

ment error.  In any event serious overestimations of.thé~




L]

a.‘

(4
results should not occur.23 The consistency in the direc-

tion ada'siénificancé levels of the results of non-para-~

bmettic and parametric correlational tests for the variables

used in' this study suggests that overestimation may indeed
not be serious.24

A final note of caution .is required. During the data
= ~

collection phase of this research certain events were occur-.-

\

'ing iﬁ‘Jamaica which'could have affected the qual}ty of the

" responses. Most important, at the -time, was the severe

S

shorta*e of foreign exchange in the d6vernment's coffers and

some . amount of -difficulty experienced by manufacturer$§ in

ebtaining the litenses required for the importation of raw

materials. Of immediaté significance was the announcement,

. Just prior to the first interview, that Jamaica and the

International Monetary Fund had broken off the negotiations

which may have led to further IMF support for the island. A

hdistinctiﬁbod of despondency was quite évident among the

business. community. Thia despondency may have affected some

23gilbert A. Churchill, Market Research: Methodolo-
ical Poundaticns (Hinsdale, IL:

Dryden Press, 1976),
p.sdil- . ] . : ;
. 7‘As an example of this consistency Manfger's Age cor-
related (R~.13; ©OL ~12.) ‘with Market Attrhactiveness and
Kendall's correlational test. (non-parametric)” produced a
result of =.13; of +10¢ Further support for the use of para-

metric statistics is provided by Bohrnstedt and Carter who, _
. after an exhaustive analysis, ‘concluded that "... when one
. has a variable which is measured at least at the ordinal

level, paramet statistics not only can be, but should be,

.applied."” ge. W. Bohrnstedt, and T. - Hichael Carter,
"Robustness ir* Regression Analysis,' in Sociological Method-
ology, 'ed. Herbert L. Costner (San PFrancisco: Jossey-Bass,

Inc‘ 1971,, pi 132-..

° -
. . a
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responses even if respondents were asked to view the
situation as they did in 1979.

-

4.7 HYPOTHESES AND METHODS OF TESTING

"This section outlines the detailed hypotheses and the
analytical teéhniques employed in tgsting them. Table 4.12
outiines the sequence of steps‘followed in the testing of
these hypotheses. The preliminary analysis (Stage 1) in-

volved the examination o¥Wdata patterns for the kind of com-

" panies and industries represented. The means and standard

L3

deviations of the variables are presented in Appendix V.
Alsq;ponducted were tests of reliability for certain multi-
item variables (Appendix VI). These tests revealed that for
one item in each of the four varibles, the item total cor-
relation was so low that the item should, be removed from the

set. This was done in the case of four variables.25
K

4.7.1 Hypothesis Set H;j

The objective of this hypothesis is to develop brofiles

i

of the exporting and non-exporting firms. Thus, this h&po—
thesis postulated that the two groups of firms, exporters
and non-exporters, differ on the basis of their perception
of ' the export market, the eiport market _environment, mana-
ge¥ial and company characteristic%.and the perception of the

»

domestic environment (Table 4.13). .

25These variables are Willingness to Take Risks, The
Domestic Market and the Export Market.

\ - :

4
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TABLE 4.12

PLAN OF ANALYSIS

Stage Objective Method

1 Describe sample; campanies, | Distribution, means, medians,
products; examine data patterns | and cross-tabulations. Tests
of reliability

2 . Test Hypothesis H; Correlation analysis
Discriminant Analysis

3 Test Hypothesis Hjp Correlation Analysis
Multiple Regression

4 Test Hypothesis Hj Correlation Analysis
. ‘Multiple Regression

5 Test Hypothesis Hy Correlation Analysis
Multiple Regression

6 - Test Hypothesis Hg Correlation Analysis
’ Multiple Regression

7 Test Hypothesis Hg Correlation Analysis

-

8 | Examine the relationship Correlation Analysis
between perceived Risk and " Multiple Regression]
the other variables. :
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The profile of these firms can be appropriately devel-
oped with the use of discriminant analysis. Discriminant
analysis reduces the predictor variables "... to a single
linear composite with valﬁes that maximally distinguish
betwqen members of the two groups."26  The discriminant
function is of the form:

~

Dy = d;%; +‘dzzz + ...+ dpZ,

where Dj = the score on the discriminant function i

= the discriminant coefficients

o]
[N
|

the standardized value of the discrimin-
~N

(o]
[
§

ating variables
With discriminant aﬁaiysis the coefficients of the function
are selécted such that the ratio of the between-group to the
within-group variance ig maximized. This analysis develops
the profiles of' the twévéroups of firms based on the predic-
tor variables. - ‘

Discriminant analysis makes a number of assumptions.
.The'technique/;ssumes a multivariate normal distribution and
equal variance-covariancg matrices for tﬁe discriminating
variables. Although the technique is very robust, thus mak-

ing strict adherence to the assumptions not absolutely

necessary, Box's test showed no significant difference in’

the equality of the matrices. The problem of correlated *

predictor variables was also considered sihce multicollin-

earity can produce highly sensitive predictor coefficients

26paul EBE. Green, Analyzingfﬁultivariate Data (Hinsdale,
IL: The Dryden Press, 1978), p.143.
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or cause the incorrect deletion of some predictor vari-
ables. As expected there was some measure of collinearity

among the variables, but it was not grave.

4.7.2° Hypothesis Spt Hy

The hypotheses which follow all focus on exporters,
The proposed relationship betwéen perceived export capabili-
ty and firm characterisitcs, management characteristics and
the domestic environment constituted the second hypothesis
set, These are presented in Table 4.14. Multip}e regres-
sion was the technique used in the analysis. ' The hypothe-
sized form of the relationship was the linear additive one
represented by:
PEC = By + BjX; + BoXp + ... + BpX + E
where PEC = the estimated value for Perceived Export
Capability |
Bg =vthe Y intercept
Bj = the regression coefficient of the variables
Xi = 'the hypothesized predictor variables
E = the random error
Multiple Regression is useful for providing in-
formation on tﬁe relationship between a set of predictors
and a criterion variable, on the strength of such a rela-

tionship, on the overall statistical significance of the

relationship and on the relative importance of the predictor

variables in accounting for variation in the dependent vari-

i

i

o TS a

1
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able, 27 ] . . ‘ -
The assumptions associated with Multiple Regression
focus largely on the error term. Multiple Regiéssion
assumes that the érrors .have a mean value of zbro and a con-
stant variance for all yalues of the explanatory variables.
There was no reason to suspect that these assumptions were
violated. The regressiJn technique also assumes that the
individual error terms are uncorrelated - that there is no
auto porrelatién. Since‘ the data used in this study is

cross-sectional, with the sample comprising firms from dif-

ferent industries selling in different markets, there was no

- {
reason to suspect that the assumption of uncorrelated error

terms was violated. As in the case of the Discriminant
Analysis (Hypothesis 1),.some collinearity existed among the
predictor variables, but it was not enough to affect the

stability of the results.

4.7.3 Hypothesis Set H,

The proposed .relatiopship between perceived market
attractivenesé and thé perceived export market, the perceiv-
ed market environment and management characteristics consti-
tuted the third hypothesis set. This hypotheéis set 1is
presented in Table 4.15. Like the previous hypothesis, this
relationship pointed to the use of Multiple Regression as a

suitable analytical technique. The hypothesized form of the

- 27paul E. Green, Analyzing Multivariate Data (Hinadale
IL: The Dryden Press, 15765, p.38.
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relationship was the linear additive one presented by:

PMA = Bg + BjXj + BXy + ... + BpXp + E
where PMA = the estimated walue for perceived market.
attractiveness.
' Bgp = the Y intercept.
B; = the regression coefficients, of the vari-
ables
Xj = thejhypothesized predictor variable.
E = the random error.

The earlier discussion of the assumptions and applicability
of multiple regression also apply here.

To facilitate the testing of this hypothesis a global
measure of market attractiveness was derived by ‘weighting
the attractiveness of each‘market - CARICéM, North America,
Latin America and Britain - by its relative importance among
exporting firms. The relative importance was measured by
the average export percentage of the exporting group, as a
whole, to each market. The characteristics of each m;rket

and its environment were also weighted.

4.7.4 Hypothesis Set Hy

AThis hypothesis set postulated that 9ipoft performance
is determined by the perceived export cépability, perceived
market attractiveness, contractual relatibns and export
' reqtraing. The details of this hypothesis are outlined in
Table 4.16. As with hypotheses H, and H3 , this hypothesis-

was tested with linear additive model of the form:

- T —W‘ym~
Sowle’s s ¢ PR RN e LA . . an 3 V. R
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EP

Bg .+ BjX; + ... + BpX, + E
where EP = Export performance
By = the Y intercept
B = regression coefficients of the variables
Xi = hypothesized predictor variables
E = random error .
The assumptions made for the previous hypotheées also apply

here.

4.7.5 Hypothesis Set He

This hypothesis is framed so that the effect of the ex-
port market, the market environment, management and firm
characteristics, the domestic environment, contractual rela-
tions and exporﬁ restraint on Export Performance can be mea-
sured. The. hypothesis bypasses the interygning constructs

of Export Capability and Market Attractiveness. The set is

presented in Table 4.17. Multiple Regression was again used

with the usual assumptions.

For gach of the multiple regression equations developed
and tested, a stepwise technique was used to estimate the
parameters in the equation.28 Because of the many ;ari;

abies hypothesized as predictors each equation was' developed

in a two stage process. At the first stage all the vari-

28p1] statistical analysis used the Statistical Package
for The Social Science.” See Norman Nie, et al. Statistical
Package for the Social Sciences, 2nd ed. (New York: McGraw-

HIII, Inc.; 1975). The System used was the_ Prime - 750 at
the School of business Administration, University of Western
Ontario.

133




134

w>..3.mm®z -
| JuTRIISHI I0dXT — Juteassay 3aodxy
N .
3
/ suotieTsy
aAT3Tsad - suotjeTay Tenjoeajuc) - Ten3ideIjuc)d
aa13180d - AoYTOM @@y SbUPYPOXE JO SNTNUTIS —
& A13180d — sTetTaaje My bututelq jo dsed -
aAT3TSOd —- DTTOd a0dX" JUSWADA0D arqeanoaed -
an13rsod - 3m3dna3seAJUI STqRINOARI ~ JUBNIOTT AU
\ SAT3ITSOd - I9)XeW OT3ISIUCQ STqeInoARIU] - o13saud
aATlfsad - Butaacdxy sung, wonﬁmcma -
AATATSd - : snTnw}S 3acdxg O 80anos -
aa13Tsod - ~ Aboyouysal -
aAT31sod - . ssausnbTun jonpoad - ~—
uyrelasou) - drysasum) - //C
utejasoy] ~ afty ~ wrd 93 3o
aAT3TSOd - 921§ - SOT3ISTAORIRYD
+ OAT3TSOd - SySTH o3el O3 SSaUBUTTTITM - M
9ATITSNd - suot3eatdsy - i
aAT3TSed - wsTuey T odowso) - _
aaT3Tsod - uotjeonpd - SOT3ISTIDRIRYD
aATeboN ~ by - JucuwLbeuRi
aATjeboN - .80ue3sTg TeotborToyoAsd -
aaTieboN - soue3sIg Teotsiuyd ~ |
aaT3ERbON — siatarxed JJTIeI-UCN - AUSURIOT T AUT
aatjeboN - sjITIRY, - I9aenN Jaodxdy
anT3TSOd - wa3sAs uoTaIngralistd m.ﬁnm...SwSm.m - -~
aAT31sOod - j9)Ie 3dodxyg aTdqeanocaed - 39xTeN 3aodxd
aouruzojaad jaodxy .
uo 309334 pezisayzodiy . aTqeIaeA 3ONAISVCD

03 pejeTad ST aourwiaojasd 3acdxd

gg,aéaummaag

LL°Y TTEEL



ables were initially allowed to entgr the regression gqua-
tion. Subsequently, those variables which contributed a
statistically significant increment to the explained vari-
ance (R2) of the dependent variable were selected and the
regression repeated with only the selected wvariables. In
all ?ases the parameters were extremely stable.

\

4.7.6 Hypothesis Hg

This hypothesis focuses on the relationship between ex-
port commi;Tent and export performance. It is de§igned to
test the relationship between performance and different com-
mitmeqt levels on the part*df the managers,

- Hg: the export commitment of firms vary directly
with increasing levels of export performanes.®
This hypothesis was tested by means of Correlatio;hn;;f}sis.

So far no hypothesis incorporétes the concepf of Per-

ceived Risk. This is because of ﬁhe uncertainty suf}ounding
. the measurement of this construct. From a theoreticaf‘boint

of view, pefceivéd risk intervenes between export perfor-

- mance and the other variables in the model, but the measure-

ment and validation of this relationship was considered

doubtful. Thus, it was decided to bypass Perceived Risk and
not include ’TH\EEY‘forMal hypothesis. But rather than
ighoging he risk variables altogether, its relatiopship to
. »

the rest ¢f the model was explored by means of a regression

analysis.

In the st instance Perceived Risk was related to the

e o e
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¢
inteqrvening variables of the model: Export Capability, Mar-

’

ket Attsactiveness, Contractual Reiatmns and Export Res-

“traint. ' In’ the second instance Perceived Risk-was related
‘ '. . , v

to Export Performance.
- ;
Figure 4:1 presents the details of the research model.

The, broken line surrounding Perceived Risk in Figure 4.1,

»

the research modél, indicates the mcertaintf regarding the

.
- .-
x

measurement of this variable.
‘ i - ’ " .

L d
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CHAPTER 5

THE CHARACTERISTICS OF EXPORTERS AND NON-EXPORTERS
AND THE DETERMINANTS OF EXPORT CAPABILITY AND
MARKET ATTRACTIVENESS

In‘:his chapter and in Chapter 6, the results of the
research will be presented and discus;ed. ~ This chapter
begins with a discussion of the results pertinent to BRypo-
thesis Hy. This hypothesis concerns the chardcﬁéristics of
typical exporting and non-exporting firms. These character-

-

) istics are drawn from the hypothesized independent variables
of the resewfch model. A disc‘hssign of the factors affect-
‘ing Perceived Export Capability and Perceived Market Attrac-
.'tivenés's, the 'intervening variables of the model, then fol-
lows. ;rhiei discussion, therefore, focuses on Hypothesis Hp
and H3 and it deals 6nly with the exporting firms. The last
section of tﬁis chapter summarizes the findings.

While this chapter focuses on distinguishing between
exporters and non-exporters and on the intervening variables
of the model, ~Chapter‘ 6 will focus specifically .on Export
Perf;maqce and its hypothesigzed determinants, on the \.rela-
tionship between Commiitment and Export Performance, and on
the usefulness of Petceiveti Risk’ as a.factor afféctir;g Ex-

{ . \

port Performance. Since Export Performance is the focus of.




the following chapter, the descriptive statistics which deal
with the export performance of the sample will be presented
in the first section of that chapter.

5.1 THE CHARACTERISTICS OF EXPORTERS AND NON-EXPORTERS: Hj

This hypothesis set, Hy, postulates that exporting and
non-exporting firms differ on the basis of their perception
of the Export Market, the Export Market Environment, Mana-
gerial and Firm Characteristics énd their perception of the
Domestic Environment. The aﬁalytical technique employed was
aTstepwise two-group discriminant analysis.

Appendix VII presents the correlation matrix pertinent
to this hypothesis set and the correlation matrices applic-
able‘to the other hypotheses tested in this research. For
"all the hypotheses which use Discriminant Analysis or Linear
Regression as the analytical technique, the behaviour of the
varisgbles with the highest correlations was examined as they
entered the particular function. This analytical procedure’
is important since multicollinearity can cause the coeffici-
ents to be -very unstablg' as well as magk their relative

importance.1 However, there were no indications that mul-

ticollineariéy\czé;ted problems in this analysis.

Irhe point at which multicdllinearity becomes serious
is ambiguous. As a check, the standard errors of the re- -
gression coefficients was examined. These errors tend to be
high in the case of multicollinearity. - See Paul E. Green,
Analyzing Multivariate Data °“(Hinsdale, 1IL: The Dryden
Press, 1 , P.226-23T. ‘ -




.

The results presented in Table 5.1 provide a good mea-
sure of support for bypothesis Hy. Fqur of the five con-
structs are represented among the discriminating variables.
The overall significance of the results is quite respectable
with an F value of 7.97 (cX= .000),a canonical correlation
of .58 and an eigen value of .50. On the basis of the stan-
dardizeq coefficient, Technolggy and Favourable Non-tariff
Barriers, are Lthe most powerful discriminating variables
between the two groups.

With regards to the characteristics of exporters and
non-exporters, the typical exporting firm possesses a rela-
tively superior technology and is of greater size and was
establishgd more recently; it also has a . manager who is
relatively young and cosmopolitan.2 The expoftiﬁg firm, in
addition, perceives the,leQel of infrastructhre development
%n the domestic environment as unfavourable to exporters and
the level of non-tariff barriers in export markets as insig-
nifican; and favourable to exporters. In contrast, the non-
exporting firm uses relatively inferior technology, is smal-
ler and is also older. The managers are also relatively
older and more local in their orientation., Moreover they'
perceive the infrastructure in the domestic environment ‘as

4

R

. 27he measure-of size used during all of the data apaly-
sis was 'number of employees'. Thé correlation between num-
ber Of employees and annual sales, another measure of size,
was .71,o( $,001, ' . ’

N
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favouring exporters and the non-tariff barriers in export
markets as unfavourable to exporters.3
The characteristics of exporters and non-exporters as
outlined above highlight a number of interesting.features oé
these firms. To begin with, these characteristics do nét\
include any variable representing .the Export Market con-
struct. This exclusion signifies a high degree of similari—h
ty in the perception of the export market by the two cate-
gories of firms. Because the discriminating characteristics
"include the other extra-firmaconstruéts, the absence of the
Export Market construct is puzzling.
) The fact that fifty-four percent of‘the exportipg firﬁs
expo;ted only to CART®OM suggeéts one possible explanation.
It is likely that their perceptions of markeés, other~than‘
CARICéM, may be similar to that of the non-exporters. Among
exporters and non-exporters the pefceptfon of CARICOM may

also be similar. The business history, practices and cus-

toms are very much the same ahong the member states of

CARICOM since, as colonies, they were all under the influ-

-
’

: 3The objective of the hypothesis is to measure the suc-
,cess with which the variables discriminate between the two
groups. This use of discriminant analysis, therefore, is
purely analytical. Nevertheless the classificatory power of
the derived function is illustrated by the fact that %0% of
the exporters and 70% of the non-exporters were correctly
classified. Overall 83% of the cases were classified cor-
rectly. See Norman H. Nie, et al. Statistical Package for
the Social Siences, 2nd ed. (New York: McGray-H1Il Inc.,
1975), .p. 435 for the distinction between the analytical and
classificatory uses of discriminant analysis, -




ence of the British.4 The relative smallness of the coun-
tries and the intimacy of the society also allows interming-
ling among the business community and enables non-exporters
to develop perceptions which are similar to exporters. For
these reasons, to the non-exporters and to fifty-four per-
cent of the exporters, the foreign markeﬁs outside of
CARICOM have the same degree of familiarity and because of
the cultural closeness of the territories, the non-exporters
are as familiar with CARICOM as are ﬁhe exporters.
Non-exporters see the economic infrastructure as
favouring exporters and exporters perceive this feature in
an unfavourable light. This is opposite to what was hypo-
thesized. But this unexpected result is amenaple to expla-
ination. As compapies begin to export, they bécome increas-
ingly familiar with the infrastructural facilities ayailablé
to exporters and hence the extent to which these facilifie§
ar; inadequate. As these companies learn abott thé facili-
tieq, they become disenchanted. 4 vConsequenkly their per-
cept}ons become unfavoprabIe, For non-exporters, however,
with little or no«experienée of shipping éroducts overseas,
the basic infrastructures seem adequate since théy do not
experience the frustrations of trying to fill export orders

I
promptly.

4currently some members are politically independent and
some are 'Associated States' with Britain. Their present
status, however, is a relatively recent phenomenon having
only occurred since 1960. :
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A third feature highlighted by the seven discriminating
characteristics 1is that five of these, Cosmopolitanism,
Decreasing Age, Techonologyx, Company Age and Company Size
are specific to the management and firm constructs. Not-

-

withstanding the importance of the Export Market Environ-

ment, these five variables indicate that it is more the

natq;e of the firm and its management, rather than the
perceived external factors, which distinguish the exporter
ffrom the non-exporter. Put differently, the source of the
behaviour, exporting or non-exporting, is to be found more
within the organisation than outside. This result is some-
__what consistent with other studies performed in“the develop-
ed world whiéﬁ focused on organisational characteristics and
successfully discriminated betweep exporters and non-export-
elj:s.5 Nevertheless it is significant thaf,one of the two
most important discriminating characteristics of thesé firms
is the pgrc?ption of an external factor. ‘
. The nature of the internal or organisational character-

"istics 1is also consistent with the reaults" of ~reggarcti

.0

undertaken in the de&eloped countries. Among the managerial

charéctegistics 'usuélly associated with eipgrters, Cosmo-

-

politanism is undoubgédiy the most'promineni. The notion,

too, that younger managers are more willing to face the un-

_«.- 5gee, for example, James E. ﬁcCoﬁnell, *The Exp&f%
Decision: An Empirical Study of _Firm Behaviour," Economic

Geggraghx, 55 (July 1979)3 171= 183; S. Tamer CavusgII and
John R.

Nevin, "Internal Determinants of -Export Marketing

Behaviour," Journal-of Harketiﬂg Research XVIII, 1 (Pebru-

ary 19817 11?—119. _ '

«

~—
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certainty .of the export market is also widely believed.
(The youthfulness of the manaéer correlates .21 with the
Willingness to Take Risks). The association between the
belief in superior technology and exporting is also well
known.® These results were all in keeping with expecta-
tions.

The finding that non-exporting firms were older and
smagdler than exporting firms was somewhat puzzling. (The(
correlation between Company Size and Company Age was .52).
The older companies included those established under the
policy of import substitution. Given the nature of their
birth and their orientation towards the domestic market, it
is to be expected that they would tend to be non-exporters.
But it is also to be expected that t-hese older compan/i’és
would be larger than the younger companieg. This apparent
inconsistency in the results disappeared with the screening

of the five largest exporting companies from the sample.7

_ With the five largest companies screened, the results

- were remarkably stable as shown in Table 5.2, More signifi-

‘cant, however, is the fact-that Company Size no longer dis-

criminated between exporters andsnon-exporters. The overall

significance of the findings improved with an F value of

8.75 (©¢= .000). Both the canonical correlation and #he

. 6see Chapter 3 for the review of the literature.

7Ttie five largest coufpanies were screened .only after

‘obtaining further puzzling results -when testing Hypothesis

Set He. See the discussion of Hypothesis Set Hg, Chapter 6,
for tge rat{gnale behind the screening of these companies.
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eigen value decreased marginally to .57 and .496respedti&e-

ly. On the basis of the standardized discriminant coeffici-

-ent, Technology and Pavourable Non-tariff Barriers were

"again the most dominant discriminating variables. The other

discriminating cﬂEracteristics remained precisely the same.
The discussion relating to the significance of the_ companies

which were removed is dealt with in Chapter 6.

5.2 THE DETERMINANTS OF EXPORT CAPABILITY: H»

with thg focus on exporters, this hypothesis explores
tﬁe'effect‘qf/the Characteristics of the Manaéer, the Domes-
tic Environment and the Firm on the manager's perception of
the firm's Export Capability. ‘The multiplg{regression re-
sults - presented in Table 5.3 show that Perceived Export
Capability is a furAction of the manager's Cosmopolitanism,
Willingness to Take risks, and the favourableness to the
exporter of the Government!s Export Policy,‘ Exchange Rate
Policy and the country's 'Infrqstructure. These results
brovide a satisfactory level of'suppo;t for this hypothesis
(o(‘ .01; Adjusted R2 = ,29). Not all the hypq;hesized pr;—
dictor variables, however, had an impact on Export Capabili-
ty. In an attempt to clarify the nature of the relation-
ship, a discussion of each of the hypothesized constructs as

they relate to Export Capability, follows.
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5.2.1. Management Characteristics

Five hypothesized variables represented this con-

‘struct. These variables were Cosmopolitanism, Willingness

to Take Risks, Age, Educaton and Aspirations. Two of these
variables, Cosmopolitanism, and Willingness to Take Risks(
were significantly .related to Export Capability and also
acted in the hypothesized direction. -

It 1s important to note the tyée of characteristics

~ /
which relate to Export Capability as opposed to those which—_~/

do not. The two significant management characterie:}ts are
those which have traditionally been linked to innovative be-

haviour.8 This category of, behaviour includes exporting.9

149

Q

Equally hcteworthy is the fact that both variables display

about the same relative importance in their relationship to
v g .
Export Capability. (/Q'ranged from .28 to .30). Cosmopoli-

tanism is often associated with exporting but Willingness to

‘Take Risks has not been given equal importance and is not as

firmly established, empirically, as an important managehent

P
characteristic in exporting.

8gee, for example, Thomas S. Rbbertson,"Determihints

of Innovative Behaviour,” in Proceedings of the American

Marketing Association, ed, Reed Moyer (Chicago: Amer ican

Marketing Association, 1967),‘9.328-332.

9phis view of exporting finds support in Kenneth Sim-
monds and Belen Smith, "The Pirst BExport Order: A Marketing
Innovation,” - British Journal of Marketing {(Summer. 1968):
93-100 and in Woo-Young Lee and John J.- Brasch, "The Adop-

tion of Export as an Innovative Strategy.” Journal of Inter-
national Business Studies. (Spring/Suimer, E;SES: §5-913.

Seos?

»

. N .
e e . PSR S - -
U AT+ : L IR CH Dont "m
o - ILM‘&‘ e » G L L AE L [N PR R I 212 it .



K T A surprising resylt was' the absence of any significant
relationship between_Zge and Export Capability or Education
and'Bxport Capanility. The manager'gyyouthfulness correlat-
"ed positively (R = .20i) with Willingness to Take Risks,
-which is ,a reasonable result given that youth may” be more

< ’,adven.turesome and less wilnng to -remain . in the relatite

safety- and certainty of the domestic market. But the lack

.of any relationsbip between- youthfulness and Per.cefved Ex-
"jport Capability indicates that the mere youthfulness of the
Tl :manager krgs ‘1ittle to do with the perception of an export
‘capability. The crit-ical*anagerial characteristic is the

L _degree of risk willingness.

4

3

' /. : Similar couents can be nade about- the absence of any_'.
g relqnonship between Bducation and Export Capability. In-
. : creasingc education correlates positively (R = ,34) with Cos-
- nopolitanisn and the latter, as indicated previously, has a

“-‘_ ' significant inpact on Bxport Capability. But even though P “
the relativeiy more edq.cated nanager has a more cosmopolitan:

e

orientation, education on its own is of little sig‘nificance~

« ' in ~understanding Perceived Bxport ‘Capability. The develop-
Y ‘ment of a cos:opolitan outlook, although’ it may be stimulat-
J T el by increasing ed,ucation, ianlves sore than formal edu-

'-_,s catia 'mus, the second signiﬂcant nanagerial character—
istic for understanding !xport Capability is the fnterna-

‘timlook of the manager. . , S

T
.
&
<
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In sum, formal demographic or objective criteria such
as age and education do not determine the perception of an
export capability. The critical determining factors are the

innovator characteristics of the manager such as Willingness

-to Take Risks and Cosmopolitanism. The characterisation of

"exporting as an innovative activity within the firm, further

reinforces the relationships outlined above.’

L g™ : :

The Aspirations of the manager is the last character-
istic to be explored within the management construct. The
lack of any significant effect on Bxport Capability proved
to be somewhat perpiexing until the items haking up the
6ariables were examined. These items tapped the importance

to the manager, of the company being a leader in the indus-

try, of increasing the overall profitability of the ‘comp&ny

“H?;r;king the company a leader in the business community and

increasing the" saleg growth of the company. A close . |,

exanination of the distribution of the responses to these
itels revéaled that most of the respondents evaluated these

items as being' "very important" or "extremely important”.

As a result there wvas little variation in the overall mea-

sure of Aspirations.- The explanation for this lack of vari-
ation lies either with the wording of the’&uestion itself or

within the notion of "social desirability" where reapondents‘

b1
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provide answers which they feel project a sbciallx desirable

image of thehselves.as ﬁhpagers.‘o | ) .

5.2.2 The Domestic Environment

‘Like the previous construct, five variables also repre-

sén;gd the Domestic Environment. These ‘variables were Gov-

ernment Export Promotion Policy, Exchange Rate Policy, the-

‘favourableness of the country's Infrastructure for export-

ing, the Ease af Obtaining Raw Materials and. the nature of
the Domestic Market. The first-three variables all had a
signiftcant impact on Perqeived Export Cap&bilify and con-

tributed about equally and in the expected direction, to the

. 'explagned variance of the dependent variable. (For the.

three variables /9 ranged betwgen .25 and. .28), Ease of-0Ob-.
taining Raw Material and Domestic Market did not have an

impact on the dependent variable.-

The adverse'eqohomic conditions which existed at the

time. of the ﬁataAcolléction provides the best possible ex-
planation for the’ lack of any relationship between Ease of

,Obtaining Raw Materials and Export Capability. At the time

-

(e

of data collection, the econqmic conditions in Jamaica were

- - R
so grim that all manufacturers faced great difficulties in

"obtaining raw material. (The responses to this particular

i;gm support, this contention).  Since the great majority of

" 10gee Jum ¢. Nunnaly, Psychometric Theory, 2nd ed. (New
York: McGraw-Hill Inc., 19755; PP. 55/-558 for a discugaioqrh\\\(
of this response style. - . ) . .
v e , . L \ . .

g
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exporters faced raw material difficulties, ;his aspect of
the Domestic Environment did not contribute to the explana-
tion for the variation in Perceived‘Export Capability.

The absence of any impact on Export Capability by the
Domé;tic Market is more difficult to explain.c (The domestic
market refers to the degree. of demand fluctuation, the mar-
ket size and the market érowth rate.) It would appeiy that
managers perceive their firm's ébility to export as being
determined by the facilitating export mechanisms of the en-
vironment which relate .directly to their exporting activi-
ties. In other words, the important features of the Domes-
tic Environment are those which can\pose obstacles to or
actually prevent exports. Such is the nature of the three

environmental elements which impact on the dependent vari-

able. The Domestic Market, in contrast, may be attractive

or unattractive, but it cannot prevent a firm from exporting

if it cﬁoosgs to do so. This point of view and interpreta-
tion will be further exemplified when aiscussing the charac-
teristics of the firm. e ~ ,w-

5.2.3 Firm Characteristics ‘ ' /

None of the Firm Characteristics héd‘any impact on the

'dependgnt variable. The Age of the firm, on the basis of a
one tail test, was only marginally significant ( o£ % .1D):

‘but since no diregtion“kas hypothesized'fdr this varidblé,

it can be considered as non-significant and will be 80

treated in the rest of this Anglyﬁiq.
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- Exporter (1980/81), p.13. s

The absence of any significant relationship between 'the
Characteristics of the Firm and the perception of the firm's

Export Capability was indeed surprising. The explanatidn

probably lies in the pre-eminent and dominant position of

the domestic environment as a factor in the success of busi-

ness in developing countries. ﬂhnagers in developing coun-

.

‘tries, though noted for lack of sophistication and ineffic}-

encies in their ‘operation, often feel that their chance of

failure or success in exporting, and hence their expdrt

"capability, i8 more a function of the local environment than

of ihé ‘oréanisation wniéh they mapage.", Businessmen,
therefore, perceive th’e‘.“vénvironmenti as being so important
for success in'exp;rting that the factors within the organi-
zation, which may also affect  export capability, become
insignificant. 1Indeed, in‘many.instanqes,‘and egpecially in
times of economic adversity, thg view of the managef is that
the government mﬁst provide the"right' kind of incentives
or élse ciea;e the atmosphere and the facilities which will

enable them to export.12 >

A< 111';71mportance of the local environment is &iscussed
im William G. Tyler, Manufactured Export Expansion and In-
dustrialisation in Brazil (Tubingine¢ J.C.B. Paul Slebeck,
1976), <hapter 7. ' . « *

120his theme is reflected time and time again in .the
official magazine of the Jamaican Exporters Association.
See for example, "Message from the President,” The Jamaican
Exporter (1977/78), p.11; "The J.E.A. Year in Review," The

€

[

.

Jamalcan Exportér (1977/78), pp.29-31; Prakash ' Vaswani, .

YGetting BExports on the Tracks,* The Jamaican Exporter

¢1979/80), p.43; "Message from the President,” The Jamalcan

-
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The conditions existing in a country like Jamaica high-
light this perspective where the chronic shortage of»foreign
exchange forced the government of the day‘tévinstitute a
system of foreign exchange rationing. The stated criterion
for obtaining foreign exchange was that the company should
be a net ;arner of foreign exchange. Thus the problems in

the Ldéal environment of obtaining foreign exchange in order

to purchase raw and packaging materials, or of obtaining

import licenses, made the possible export constraints posed-

by limited\plant capacity or poor product gquality insigni-
ficant by comparison. "In many instances limited capacity,
if it existed, was no constraint since in order to obtain

foreign exchange, firms gave.preference to the export market

to the detriment of the domestic.

In conclusion, the perception of the firm's Export
Capability by mgnhgers is a function of their Cosmopolitan-

ism, their Willing to Take risks and the enviromment in

which the firm exists. The characterisq}cs of the firm do

-

not impact on this percepti

5.3 THE DETERMINANTS OF MARKET ATTRACTIVENESS: Hay

. . This hypothesis staftes thag; PgrceiVed Market Attrac-’

' “ .
tiveness is related to the Export.Market, €hg.3xport Market

. : 8 |
Environment and the Characteristics of Management. The re-

sults, presented in Table 5.4, indicate khht foreigh Market
"Attractiveness is a function of ‘a Favourable 'Distri‘bution
System, a Pavourable Product Market and the youthfulness of

- 4
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the managers. These three variables represent two of the
three Qypothesized constructs. Notwithstanding the magni-
tude of the explained variance in Market Attractiveness
(Adjusted RZ = ,13), the overall result was still signifi-
:cant at the .01 level. It is clear,'however, that the hypo-
thesized set of relationships did not capture the complexity
of Perceived Market Attractiveness. A discussion of each
construct as it relates to market attractivenes, follows.

1)

5.3.1 The Export Market

The two variables represehting this construct, a
Favourasle Distribution System and a Favourable Export Mar-
ket, behaved és@e§pected. The relative impact of the .dis-
tribution variable on' Market Attractiveneés, however, as
indicated by 'its‘ standardized parameter coeffﬁeien;, was
about 50% greaéer than the producﬁ market variable. Export-
ers, therefore,;place greater importance 6n the distribution
system when evaluating the attractiveness of a market, th&b
6n market characteristics such as size, growth rate and com-
petitiveness. This finding conforms with the results of

other research studies and th@oretical writings which sub-

4 -

scribe to the view that distributionlbrpblems in the export

" market are major stumbling Blocks for exporters.13

3

In the case of manufacturers from the deve;obing world,

with their lack of experienceé, contacts and resources, gaip-

A

., 13gee Chapter 3.

s>




ing distribution in the markets of the developed world is

even more problematic.

]

5.3.2 The Export Market Environment

Physical Distance,. Psychological Distance, Tariff and

Non-Tariff Barriers were . the variables representing this

construct. None of these';ariables had any impact on Market
Attractiveness.

Previous research suggest that manufacturers tend to
export, in the first instance, to markets which are psycﬁo-
logically near as opposed# to those ,wﬁich' are physically
near. Trade among the English speaking Caribbeae countries,

1\
as opposig to ‘the relative ‘absence of trade between the

English and non-English speaking countries, illustrates this.

phenomenon. If the countries are psychologically near, then

exports initially develop among those which are physically

nearer. In addition,' governments spend much time and ef-"

fort, under the aegis of GATT, attempting to remove the
obstacles to trade posed by tariff and non-tariff barriers.
Yet for our sample of exporters these four factors play no

./"

part in determining foreign Market Attractiveness,

’ The ?akeup of the attractiveness vari:ble provides the
most powerful explanation for this result; Foreign Market
Attractiveﬁbse was evaluated by obtaining measures of at-
tractiveness for each of the four principal export markets.
These measureg were then weighted by the mean percentage

[y

exports of the firms in ¢he sample, &£o each market, to ob-

Y




tain an overall measure of attractiveness. CARICOM was by

far the most important market ‘and the J%ight applied was
‘28. Cénseduently the attractiveness of CARICOM dominates

the overall measure of attrécfiveness.

In these circumstances, a féady explanation for the ab-

sence of any relationship between the variables representing
the Export Market Environment and Market Attractiveness is
possible. 1In the case of CARICOM, the relative closeness of
the islands eliminateg'Pﬁysical Distance as a factor deter-
‘mining the degrée of attractiveness; Psychological Distance
would also be eliminated siné; the members of CARICOM are
all English speaking ‘countries with a common heritage of
businegs-prqpticgs andcoutlook, as iAdicated earlier. The
existence of .CARICOM, ra common _market, also implies that

tariff'and‘non—tariff barriers are inconsequential in deter-

) - 1

'mining diffegent degrees of attractiveness as peréeived by
exborgefs. Thus the Export Market Environment does not im-
pact on Market }Etiactivéness because of the dominant influ-
ence of CARICOM in the trade of.the companies in the saqple.

5.3.3 Management Characteristics

Only the ‘age variable from this construct had any ef-
fect on Market Attractiveness and it was oppopite to that
hypothesized. The résﬁlts rgveal that younger managers find
foreign markets less at;ractivé than older managers.

Two possible explanation for this result follow. One

ex;lanation is that managers with less experience, the

L]
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younéer managers, perceive greater difficulty and uncertain-

ty in foreigﬁ markets than do older, more experienced manag-

ers. As a reéult foreign mhrkets,appear less attractive to
ydungér managers. This explanaéiop is weakened, though, by
the positive and significant correlétibn (R = ;29) between
youthfulness and Willingness to Take Risks. It would appear
that the younger managers are the ones who are willing to
face uncertainty.

Another explanation‘may be that because of theif rela-
tive education (R = .28 between youthfulness and education)
and their greater willingness to take risks, younger manag-
ers perhaps perceive CARICOM as a plﬁbid market with fewer
opportunitieé and challenges, relative to other foreign mar-
kets, given the limited market size and purchasing power of
the majority of the population. Since CARICOM dominates
foreign Market Attractiveness,'ﬁhe negative relationship be-
tween youthfulness and Market Attractiveness is simply a re-
" flection of the perceived uhatéractiveness of CARICOM. Some
support for this explanation, -although it is far ffom
definitive, is provided by the fact that decreasing Age
correlates negatively with the attractiveness of CARICOQ
(-.05) but it correlates éositively with the att;activeness
of other markets: .15 in the case of Latin America; .08 in
the case of Britain and .03 in the case of North America.

None of the otﬁer management characteristics haa any
impact on the dependent variable. It may well be that.the

nature of the Market Attractiveness variable also provides

<




the explanation for éhis result, The cultural closdness and
similarity of CARICOM to the domestic market make it likely
that managers perceive CARICOM as somewhat of an extension

. ]
of the domestic markets., For this reason a variable such as

Cosmopolitanism, the internatienal orientation of the manag-
er, would have 1little impact on the attractiveness of
CARICOM and hénce‘ on foreign Market Attractivene;s. The
same yeasoning could also be applied to the variable, Will-
ingness to Take Risks. l

‘Even though the overall results 6f testing the hypothe-
sis produced some support for the hypothegizeé‘rel;ionships,
the support was relatiQely meagre. This meagre support in-
timated that this hypothesis neglected ofher important fac-
tors which influence the attractiveness of the foreign mar-
ket. Accordingly a search for somezqf these factors was
undertaken. Conspicuous by its absence was the lack of any
attempt to relate thé Characteristics of the Firm to Per-
ceived foreign Market Attractiveness. As-a result, although
not originally included in Hypothesis Set Hj, the Character-
isticé of the Firm was subsequently added to the explanatory
variables of Market Attractiveness and an extended Hypothe-

sis was tested.

5.4 THE DETERMINANTS OF MARKET ATTRACTIVENESH-EXTENDED

With the inclusion of the characteristics of the firm
in Hypothesis Set H3, the hypothesis can now be read as:

"Perceived Market Attractiveness is related to the Export




Market, the Export Market Environment, Management Characler-
istics and Firm Characteristics.” The regression reeults in
Table 5.5 show foreign Market Attractiveness to be a func-
tion-of Favourable Distribution®, a Favourable Export Market,
the Length of Time Exporting by the firm and the Uniqueness
of the Product exported. Compared to the earlier results,
the Export Market variables were relatively stable, but tw§
characteristics of the firm now had a‘significant impact on

Market Attractiveness instead of the youthfulness of the

manager, The Adjusted R2 also increased by more than:50%

from .13 to .21. : ,’:’

-

These new results d;scloee that the Export Market Envi~- -

o

ronment is not related to Market A;tréétiveness”as An the

[}

earlier test. ' In addition, with Age ‘o longer impacting on
arket Attractiveness, no variable from .the Hanagement Chat—

acteristics cons;ruct have a bearing "on narket,Attractive-

. $ . " ) L .
ness. . The latter finding raises ‘an Lntereﬁting question' B

Why is there no relationship between she oharacteriatdcs ofu

f, s

management and the attractiveness of tﬂE foneign nakket? .fr

6

It is rather difficult to suggest any defini;e answera

'”fo this question. . It may be that the m&keup of'&hg Harkep
,H Attractiveness variable with one market ﬂominating, iL the
sole reason for the-lag; of'effect on Harket Attractivenesa
by variables of.the Management construct. Indeed"'in the

previous test};£3, manager's Age, although impacting on at-

tractiveness, was pnly marginally significant. Thuq;Aif.the

explanation for the lack of ef:ect of the other n@nageu t

) . IS -:;
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variables on attract}veness lies with the nature of the
) \

attractiveness zariable, then this explanation Ycan be

« .
extended to include the manager's age. : ) -

In contrast mdre definitive conclusions can be given

for the impact of Length 6% Time ExpoESiS? and Product Uni-

queness on foreign Maékef Attractiveﬁ;ss; The results show
that the longer the firm is exporting, the*more attractive
thé‘market. This' indicates that as jfhe firm _ gains” experi-
encé with the foreign market ;nd~as‘tpe exporting process
becomes more fa?iliar, the expogting,:;sk becomes easier.
It bécémes easier because grggter knowledge of export mar-
kgts and of .exporting leads to the increased attractiveness
of the 'foreign market. This _phgn;menon is the fam&liar
learning theory in aation.'4

In the case of & unique product, foreign Mquét Attrac-

tiveness increases with increasing Product Uniqueness. When

managers perceive their’proddct as uning; a notch or some
notches"dbovq the cdipefition at home, éheir conf}denée in
probable export succéss'ﬁrous., As tRis confidence grows,
foreigh markets become ihcreasingly attractive, °

v

' » ¢
5.5 sonmy ' ‘ i o .

o - - - -

This chapter focused on hypotheses f 2 and 3. Hypo-

thﬂus .’ dovdlopcd @xporter and non-expottpr profilcs.

T4por a similar -view see Warreh J. Bilkey &nd ccorge
Tesar, “The Export Beéhaviour of Smaller-Sized Wisconsin

~ Manufacturing ‘Pirms."we JO of xnurna,,timul nulincu
.._._?0_ (spunq/sm% v'ri"'"!"l!r!'s |




W

\J \(provide numerous incentjves and instrument to busjness in‘

“ order to promote industrialisation, managers saw their abi-

4

These profiles revealed that exporters and non-exporters

. ¢
differed .on the basis of their manager's Cosmopolitanism,

and Age. They also differed on the basis of the technology
used by the firm and on the age of the firm. Finally, their
perceptions of the domestic infrastructure and of the non-

tariff barriers in the Export Market Environment, also acted

- as discriminating characteristics. As can be observed,

these discriminajgang characteristics were la_rgely peculiar

to the managers of the firms and the firm itself. Still,

two extra-firm characteristics were also important, one of

which was the second most important characteristic of the

total set. : «

Hypotheses 2 and 3 concerned the effect of the indv'epen—
dent variables on the intervening variables of Pebeived

Export Capab.ility and Pgrceived Market Attractivenes The

~

tagt of Hypofhesis 2 showed that Perceived Export Capability

'was a function of the characteristics of the mamager and the

characteristics of the domestic environment. Because of the

peculiar nature of developing‘ countries where governments

lity to export more as a function of what prov:l.‘sions are
nade b'y th:e éovetr’ment to facilitate such activity, rather
than as a function Of their firm characteristics.

'-In the case ot__l&po:hnis 3, Market Atttactiveneu’
turned on.t_: to be- a fusiction of -the Qharictcriltic- of the

lxpoi’;t'latkit (vithvni-ttlbution" playing a major role) and



‘the Characteristics of the Firm. The primacy of Distribu-
tion was quite consistent with other research findings.
Length of Timg exportjng, as the p;incipal firm characteris-
tic contributing to Market Attractiveness was explained with
the use of learning theory. Management Characteristics and
the Poreign Market Environment played no part in Perceived
'Attractiveness. -

In the following chapter, the focus will §e on the
relationship between Export Performance and the independent
;;d intervening variables of the model. The place of Per-
ceived Risk in the model will also be examined. Finally the

‘relationship between Commitment and Export Performance will

be explored. : ®

-

.
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CHAPTER 6 -
. THE DETERMINANTS OF EXPORT PERFORMANCE

The major part of this chapter is devoted to
exploring the relationship between gxport Per formance and
its hypothesized deﬁerminants. Aftér the presentation of
some general findings on Export Performance,‘the next con-
cern is wiéh the impact of the intervening varigbles of the
research model on Exéor; Péiformance - Hypothgq}s Set H;.
Hypothesis Seé Hg then follows, with the exéﬁin;tion of the
relationship betweéé}the independent var!ibies and Export
Performance. “The next section, Hypothesis ‘Hg, explores the
relationship between Export Commitment and Export Perfor-
mance. The rest of the chapter discusses the place of Per-
ceived Risk ih the model and the linkage between the inde;
pendent variables and Exporg Commitmenﬁ. "y

E]

%.1 GENERAL RBSULTS ON EXPORT PERFORMANCE

Por our sampld of gxpo;ferg, 26.5% had an export inten-

’

sity Téxport sales as a. percentage of totel sales) of 108 or
less and 31.6% had an export intensity of less than 25% but
greater thén 108. Only 1t.3% of the gaﬂpia,‘ﬁiu; firms, had

-~

. -

. L o / '
187 . !

export sales greater than 508 of totll]llltl; the bfcatest



y

export intensity was 90% of total sales. The mean export
intensity of all exporters taken together was 26.7%. These
result; indicate a surprisingly strong export performance.
De, la Torre in his study of Latin Americaﬂ exporters, for
example, found that 76% of his sample had an export inten-
sity of less than 10%.]

A breakdown of export performance by industry is given
in Table 6.1. . For those firms with an export intensity of
less than 50%, there was a fairly even spread from low to
high. Interestinglf enough, thié spread did not seem to be
affected by the natu;e»of the industries. A

As indicated af the beginning of Chapter 4, export in-
tensity as a measure of\Export Per formance 1is subﬁect to
many criticisms. One of thed;ost serious, from a managerial
point of view, is that the efficiency of resource utilisa-
tion in the firm's export programme is better indicated by
export profitability than by export sales. The profitabiity
meésure1 however, als@ has. weaknesses. These weaknesses are
discussed in Chapter 4. Sgill, during the data collection
phase of the researght\attempts were 'made to obtain inférma—
tion on export’ profits. ‘Thirty-five firms responded posi-
Eively. In cases where export ﬁ}ofitébility ;as-given'as a

. :
percéntige of export sales, this measure was converted ' to

absolute dollars. The gorreiqtion betweén'exporé profits

1Jose R. de La Torre, !Marketing Factors in Manufac-

tured Exports from Developin§. Countries," in Product Life

Cycle and International Trade, Bd. Louis Wells. . (Boston:
Harvard Unlversity, 1972), p.237. : - :

» o~
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the results of more rigorous reseach establish only a weak

-
P

relationship or no relationship at all s

ol L
\

6.3.2 The Export Market EnvironmerL

As in the case Qf Hanagement Character{stics, none of
the vagiables representing this construct had< any signifi;
cant link to Bxport Performance. The absence of these vari-

4 » . et e s
ables, particularly those designed to capture the effect "of

" tariff and non-tariff barriers, demanded¢ an explanatign,

especigfly because of" their fmpo nce (i he trade dia-
' logueaé between developeﬁ and developin ies. '

/ Given ‘that the méasures of the Export Environment are ’

(‘

é

&~
o

v

- sity of. 8tockholm, 1978).

Q/Il perceptual, it is possible tlﬁt the perception of these
factors by manageys of expt}rting_ firms hés no relationship

to- their expcit

rformance .

tainly flies ,fn the face of the intennational 1nstitutions‘

and international trade theorists Jho devote cdnsiderable
tesources to. meésurin\g\ t?e‘ effect of these ‘barriers' or

alternatively, to dampening their 'effect as barriers. This

is not to say that there are not researchers \gh‘o believe

.. > : N 4
3galih Tmer Cavusgil, "Organisational Determinants of

Firms Bxport Behaviour: An Bapirical Analysis® Ph.D. Dis-

sertation, The University of Wisconsin-Nadison, 1976 aha N

' 8ikander-Khah, A Bfu : , ‘Pailute of

.(8tockholmys Depar

~Thi’s explanatioﬂ, though, cer-i

177
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" affiliate or licensor. The explanafion for this conflict,

-

J

R2=.05. 'These results raise a number of interesting ques-

tions.

-

The first issue concerns the ‘absenge of any relation-

ship between Export Performance and Export Restraint. This

finding conflicts with the widespread belief that in deve-

loping countries, firms which are subsidiaries or affiliates

L4

of foreign companies, or local firms which use foreign tech-

nology by way of license, do not become major exporters

‘because of restraints placed on this activity by the foreign

however, 1is relatively straightférward. ' It lies in’ the
nature of the restraint faced by the firms. for those firms
whigh were -subject to soﬁe constraint, ‘in ail cases except
6ne, the qonstr;int’was in the form of an assigned export
markef. In effect this constraint was morae pbtenti;l than
real‘since the capacity of ﬁhe firm was geared"towardé the

assigned markets. 1In other words the assigned market, norm-

ally all of CARICOM, was more than adequate for the capacf;y

of the firm, hence the absence of any relationship with Ex-

port Performance. *

Perceived Market Attractiveness did. not impact on the-

dependent varia?le. This finding 1is puzzling and'morebver
difficult to explain. Why should market attractiveness not
play ‘a rolq in the éxpori performa;ce of the firm?' Although
no firm conclusion can'be reacﬁéd, the explanation for this
result, as with other unexpect‘d results copnected~w1th Mir-

ket Attractiveness, mdy well lie in the dominance of the
- - ' :

Y

[



CARICOM market among exporters, It is possible that the

attractiveness of the market acts as a stimulus to exporting
but that performance is due to othgr factors. *

The third and final iséue engendered by the test of
this hypothesis is the relatively small impact on Export
Performance by the two significant variables. The overall
research model hypothesized that factors internal and exter-
nal to gﬁgﬁfirm impact on' the inﬁervening variables, and in
turn, these determine Export ;etfo:manée. With the test of
this hypothesis, the above setvof 1inkages is statistically
validated, but the_sliéht impéct 6n the dependent variable
highlights the complexity of the relationships. It would
seéﬁ‘that the hypothesiied constructs, Perceived-M?rket A;-
‘tractiveness and Pepceiveq Eipoft Capability, attenuate the
effect of the independent variable on,Exporg‘PerEQrmance.
Thus they both act somewhat as buffers betw;gn the indepen-
dent variables and Export Per formance, Clearly this reﬁu}r;

es further investigatien given the fir’.’m‘theoretical base

upon which the model rests,

L]

6.3 THE DETERMINANTS' OF EXPORT PERFORMANCE: Hs
Hypothesis Set Hg states that Ekport Performance is a
» . Q N A} X ,

function of the Export Market, the Expori eatﬁet Envitbnrn,

-

ment, ‘Management Characteristics, Firm Characteristics, the
Domestic Environment, Contractual Relations angd 'Bxpo££
Restraint. Represented' among the variables, as shown in

table 6.3, are four of fhc qcch.hypothcsgz.d constructs.

! .

VN ' M
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These constructs ﬁre the Export Market, Firm Characteris-
tics, the Domestic Environment and Contractual Relations.
Eight hypothesized variab;es have a significant impact
on Export Performance (Adjusted R2 = ,37) with one, Company
Size, acting in a direction opposite to that hypothesized.
On the basis of the standardized parameter coefficient, Com-
pany Size had the largeét relative effect on Export Perform-
ance, followed closely by an Unfavourable Domestic Market.
The next most important variable was a Favourable Export
Market; the variable with ch least‘ef{gft was the Source of
the Export Stimulus. All the other significant variables

had about equal relative effects on the dependent variable.

In exploring the nature of the relationship between Expdxt-.

Performance and these variables, each construct will be
examined in turn, beginning w#;h t #se which did not impact

on the dependent variable, / |
S
’ - ,

1

6.3.1 Management Characteristidé

17

Management characteristics have always played an impor- .

tant role in the literature on export marketiﬁg._ Generally,

the manager is seen as the drivlng force behind the perform-
ance of the firm, with ;ounger and more educated managers
aésociated with exporting firme. Linkages have also been
‘made between firms which export and certéin value orienéa-
tions oﬁ‘tﬁeit managers, such as Cosmopolitanism and high

Aspirations. Thus the absence of .any relationship between

Export: Performance and nantg'aont;lcmrgctct'htioa was un-

’
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t

expected. The highest correlation between any of these
characteristics.and Export Performance was -.1, |
But an examination of these results in conjunction wiFh
the results of the preceding hypoéheses is most enlighten-
ing;’ What this research reveals is that'Management Charac-
teristics distinguish the exporters from the non-exporters
(Hypothesis Set ﬁ1).- These characteristics also detetming’
the degree of Perceived Export Capability {Hypothesis Set
Hy). 1In turn, Export Capab{iity impacts on Export Perform-

ance., But there is no direct link between the Characteris-

tics of Management and Export Performancelper,se. The fore-
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going sets of relationships suggest, thetefore, that Pef;

formance is more a function of the organisational attributes'

and the managgr's perception of the factérs external to the
firm rather than the valuesaand orientati&ns of the mana-
ger. In the final analysis the manager may push the firm
into exporting but 1#'13 the resources-of the firm‘and other

external factors which influence performance.

this result 1is somewhat at variance with past re-.

search.  But an important point to note with previous
research studies is that thosd Wivh claim a direct 1link
between Management Charactedistics 'and ' Export Performance.

are based largely on subjective observations.2 Purther,

2gee, for example, Kenneth Simmonds, and Helen Smith,
*The FPikrst Export Order: A Marketing Innovation," British

Journal .of Marketin (Spﬁﬁng 1968): 93-100 and D.X. Tookey,
th

¥Factors Associated wi
Management Studies (1964): 49-66. - /

/Success in Bxporting,* Journal of Vs

'
+
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‘- ity of. 8tockholm, 1978).

1

the results of more rigorous reseach establish only a weak

-

relationship or no relationship at all.3 - N

Fe . N - -
Y N ! e d

6.3.2 The Export Market Environmeqt

As in the case Qf Hanagement Charactem“stics, none of

.f
the vagiables representing this construct’ hadw any snignlfi;
cant link to Export Performance. The, absence of thesé vari-

4 » - e e e
ables, particularly those designed to capture the effect 'of

: e
tariff and non-tariff barriers, demandeé an explanatign,

especiqfly because of their impo nce (i he trade dia-
’ ogues between developeﬂ and developin ies. '

£

,y'“ Given ‘that the méasures of the Export Environment are '

dl perceptual, it s 'possible'tlﬁt the perception of these

~factors by manageys of expﬁrting firms hés no relatlonship

to- their exp*t rformance. “This explanatioﬂ though cer:—",

tainly flies i/n the face of the intennational :lnstitutions‘

and international trade theorists Jho devote cdnsidez'able

—

resources to. measurin& t?e‘ effect of these '‘barriers' or

.

alternatively, to dampening theirteffect as barriers. This

is not to say that there are not researchers vghf}" believe.

-

3galih Tamer Cavusgil, 'Otganiutional Determinants of
Firms Export Behaviour: An Empirical Analysis® Ph.D. Dis-
_sertation, The Univeulty o luconsin-lldim, 1976 ahd N.
, : ‘Pailute of rts.

. (stockhollr ‘Depar
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"The relatively high correlations between the size of
the firm and the age of the fi;m (R = .50) and between size
of the firm and length of time exporting (R = .49) suggested
that multicollinearity might be having an effect on the sign
of the size variable (Appendix VII D). Conseguently the two
variables of age of the firm and length of fime exporting
were removed from the set of explanatory variables. fﬁis
removal, however, had no effect on the .negative relationship
beéween size and performance.:

This continuing search for the cause of the negative
relationship between the size of the firm and Export Perfor-
mance highlighted the positive relationship.between size and
absolute export .sales (R = .31). This relationship indicat-
ed that larger firms had a Qreat;? absolute dollar value of
exports than smaller firms. But any inclination to use
absolute dollar value of exports as a measure of performance
was QUickly discounted since this measure simply reflects
the varying sizes of tﬁe firms. Put somewhat différently,
the measure of export performance must be corrected for the
size of the firm. \

The climax of,thié search came about with Fhe display
of the sample on a scattergram. _ With Export PerfoEMahcé
plotted against Company Size, the five largést companies did
not fit into the overall pattern. They were coﬁseéuently

screened from the sample and the entire regression progress

repeated. As the results in Table 6.4 show, the relation-

sﬁfp between company size and the deféndent variable disap-

3
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that some of these factors are et really serious obstacles

\ 4

z , ‘ Still, the explanation that the perception of these

to trgde.4

factors do not influgncé export _performgnce is cleariy
o : . ,unaccéptable. A more p%hu;ible explanation for the lack of
' any relationship with Export Performance derivés from the
; ; _ éoﬁinanée of CARICOM as an export market and the consequent
 heavy weighting applied to the CARICOM gnvironmental vari-
‘ables.> \EAkICOM therefore played a significant role in the
' \\\ﬁﬁ\pongtructiqn of these variables. Since this institution is
' . {a ‘Comﬁon Market, the importance of tariff and non-tariff
barriers diminishes. Physical and ps¥chologica1 distance
i are also ins;gnificant'beQause of the gpatial, cultural and
economic closeness of the member countries.

Yoo

. VAR
T 6.3.3 , The Export Market , '

Of the two variabléé repre8enting this construct one,
‘Pavourable Export Market, acted in the hypothesized direc-
tion and waé highly significant. 'fhe other variable,
éavourable Distribuiion, had no effect on Export Perfor-

-

mande o

4juergen B. Donges and James Riedel. "The- Expansion
of Manufactured Exports in Developing Countries: An Empiri-
cal Assessmént of Supply and Demand Issues,” Weltwirtschaft-
liches Archives 113 (1977): 58-87.

Sgee the discussion in Ghépters 4 and 5 on the con- .
© struction af these variables. .

W = s e e
.



a T~

The absence ofl_the distribution chagacgeristics was
mystifying. Researchers on international trade.and eipmgts
consistently identify distribution as an important influence
on export behaviour,® Why should it be any different in
this case? The explanation, most definitely, does net lie
in the weight given to CARICOM in the variable construction,
since this institution concerns itself with trade barriers
which are controllable by pubiic policy makers. The explan-
ation must therefore lie elsewhere. |
- Whén the results of this hypothesis is considered in
conjunction with that of Hypothesfs H3, and Hy, the situa-
tion becomes clear. Favourable. Distribution and Favourable

Export Market, together with other factors, determine the
degree of Market AFtractiVenes (Hypothesis H3) but Favour-
able Efport Market is just marginally significant. Market
Attractiveness,_ on the other hand, bears no relation to
Export Berformance (Hypothesis H4),‘ but Favourable Export
Market is strongly related to'Export Performance. It would
seem, therefore, that distribution characteristics dgﬁermine
<harke£ Attractiveness which in turn influences the firm to
begin exporting,'but the cdn@itiéns in the Export Market, as
distinct from dfstribution, determine the actual performance
of éhe firm. 1In other\yords, the firm will éxport if it can

obtain distribution, but other conditions in the market

eventually determine performance.

6See Chapter 4. -
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6.3.4 The Domestic Environment

Two of the five variables representing this construct
had a sigi‘ficant impact op Export Performence. An Unfav-~
ourable Domestic Market was one of the strongest of all the
characteristics and its relative impact on the dependent
variable was about 50% greater than the other significant
variable in this construct - Ease of Obtaining Raw Materi-
als. Both variables acted in the predicted direction,

Favourable Government Export Policy, a Favourable
Infrastructure and the Stimulus of an Exchange Rate Policy,
had no significant effect on Export Performance. " This
result contradicts many macro studies which show a positive

relation between a country's export performance and these

‘three variables. Consideration of the results of this hypo-

thesis in conjunction with the results of hypothesis set Hg,
however, produces the required clarification. Whereas the
Domestic Market and Raw Material variables act directly on
Export performance, Hypothesis Hy revealed that the other

three variables of this construct act on Export Capability

which in turn impacts on Export Performance. The 1issue,

therefore, is what distinguishes the variables which act on

Export Capability from those which act on Bkport Perfor-

" mance?

The explanation lies in the difference between Perceiv-
ed Export Capability and Export Performance. Whereas the
former has a 'look-ahead' or future orientation, Export Per-

\
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fo;manée concerns the latest financial year.7 Managers' .

—

perception of their Export Capability, therefore, is a func-

tion of thdir expectations regérding tﬁe workings of " the
facilitating e;port mechanisms such as infrastructure deve-
lopment and go&ernment policy on exporting and the exchange
rates, }n thé 'environment. These fdcjlitating mechanisms
are directly ‘under the control of th; govern@ent. » In con-
trast, Export performance is a"function, of the .manager's

Perceived Export Capability, an Unfavourable Domestic Market

and the Ease of Obtaining Raw Materials.

6.3.5 Firm Cha;acteristics

Four of the six'Eg;racteristiés had a significant im-
pact on E%port Performance. .Company Size had the strongest
relativé effect but its effect was opposite to that. hypothe-
sized. Product Uniqueness and Length of Time Exporting had
about ‘equal relative effects, while the Source of the ;xport
Stimulus had. the least impact of’all. Neither the degree of

Forelgn'Owﬁership nor the perception of a superiof-Technolo-

gy had any impact on performance.

Trhe assumption of the conceptual model was .that this
'look-ahead' orientation did not shift dramatically in the
recent past and therefore it influences the latest export
performance. See Chapter 3 for the assumptions of the
model. :

L4 TeTTrom o TR T T -
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6.3.6 Export Restraint ang'Contractuél Relations

These variables acted as. in the test of the preceding

hypothesis and thus require no.further discussion.

6.3.7 Firm Size Reconsidered

The negative relationship between Company Size dhd Ex-
port Pefformance was something of an enigma. This relation-
ship sugggs;gd that as éompanies érew, they exported less.
This did not seem at all reasonable. One would expect. that
as’ the sizé',qf the. éompfany increases, more financial and
managerial resources become available for exporting and
hence, export markets are better eéploited. But the exact
opposite seemed to be the case. This nagging question re-
mained and stimulated the search for a satisfactor? exglana-
tion.

It was possible that the larger companies ‘were foreign

owned and that this characteristic had a dampening effect on

Export Performance. An .examination of the correlations re-

vealed, however, that there was almost nos connection between

size and foreign ownership (R = -.009). An alternative ex-
-planation, closely allied to the issue of foreign control,

.also suggested itself. It is possible for a firm to be

locally owned but subject to some form of restraint because -

of licensing agreements. Again this turned out to be a

false trail since, as indicated earlier, foreign restraint

wés more potential than real and the correlation between

gize aﬂd restraint was almost non-existent (R = .009).
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"The relatively high correlat?ohs between the size of
the firm and the age of the firm (R = .50) and between size
of the firm and length of time exporting (R = .49) suggested
that multicollinearity might be having an effect on the sign
of the size variable (Appendix VII D). Consequently the two
variables of age of the firm and length of fime exporting
were removed from the set of explanatory variables. fﬁis
removal, however, had no effect on the negative relationship
beéween size and performance.:

This continuing search for Fhe cause of the nggative
relationship between the size of the firm and Export Perfor-
mance highlighted tﬁe positive relationship.between size and
absolute export sales (R = .31). This relationship indicat-
ed that larger firms had a Qreaté? absolute dollar value of
exports than smaller firms. But any inclination to use
absolute dollar value of exports as a measure of performance
was Quickly discounted since this measure simply reflects
the varyiﬁg sizes of tﬁe firms. Put somewhat différently,
the measure of export performance must be corrected for the
size of the firm.

1

The climax of this search came about with the display

of the sample on a scattergram. With Export Per formance
plotted against Company Size, the five largést companies did
not fit into the overall pattern. They were consequently

screened from the sample and the entire regression progress

repeated. As the results in Table 6.4 show, the relation-

sﬁfp between company size and the depféndent variable disap-
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bea;ed-with the sgreening of these five companies. The sig-
nificant variables were remarkably similar although their

.

impact on Export Performance -was ;educgd (Adjusted R2=.32),
As in the previous %esults obtginedﬂyith the full sam-
ple, an Unfavourabli'nomgsﬁic Market had the strongest rela-
tive effect on Export performance, followed closely by a
Favourable Export Market. The Sougce bf the Export Stimulus
had the smallest relative effect, agaiﬂ as in the previous
‘resulﬁé, but it was joined by one'néw variable - Stiqulus of
Exchange Rate Policy which had the same standardized parame-

i

ter coefficient but acted in a negatf%e“direction":A puzz-
ling result indeed. Length qf Time Exborting wés no longer
significant. . | |

An examinétion of the five companies which ;er!.!creen—
ed from the sample revegled.that each belonged to a diffe-
rent induétry. Moreover each company had a different owner-

: . C .

ship pattern. But a common characteristic is that they were

all established prior to 1965, primarily to serve the domes-

tic market. Four companies began operations under the

-
unbrella of tax concessions and other government: incentive

schemes for the encouragement of industry 'and the other com-
pany took advantage of ‘these schemes as soon as they became
operational. .These incentive schemes were part of the
general pélicy ‘of import substitution followed by most
developing countries at that time.  FPFor these companies}
established under a policy of import substitution, their

traditions, policies and goals seem to preclude aggressive
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export marketing behaviour. 1In addition, their managers are

unwilling - to leave the relative comfort of the domestic

L4
-

" market.

Therefore,  for more\‘recently established companies
Length of Time Exporting had no effect on Export Performance

and neither did Company Size. The negative effect of Ex-

bhange Rate Policy remains puzzling especially because of

previous reseréh results which show the positive effect of‘{
currency deva}utions on pei'form:ance.8 It ig possible,
tﬂgugh, that because of the large proportion 43( imported
inputs. which enter into Jamaican manufactures and the large
proportion of basic neéessities which are imported, currency
devéiuation simply resulted in price increases of these im- .
ports and these increases mllltated agalnst export perfor-
mance.9 ‘Thus in the opinion of the President of the Ex-
porters Association, devaluation, "... has had the parallel
effect of iﬁcreasing pressures within the society by impos-

ing strain on the budget of the workers. The reaction has

been. strong pressure from the labour force to ‘obtain in-

. creases in earnings, which if permitted to go’ unchetked,

could wipe: out the effects of devaluation strategies and

push the cost of Jamaican prodicts back up to ancéhpetitiVe

R
N

8gee Chapter 2.

91In 1976 food, fuel and lubricants alone accounted for
43% of Jamaica's imports. See Table 1.2, .

S

N
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6.4 THE RELATIONSHIP BETWEEN COMMITMENT AND EXPORT PERFOR-
MANCE: Hg

This hypothesis states that the Export Commitment of

the manager is positively related to the firm's Export Per-

gormance. Fair support was received for this hypothesis

(R = .31; X £ ,03) although the result was somewhat weak
givgn the strong theoretical and empirical support for a
positive relationéhip.

A number of explanations for the lack of a stronger
relationship between Commitment and Performance are possi-
ble. The p&ssibinity of error in measuring 'commitment' is
one explanation. ‘CGmmitment was measured by requesting in-
formation on the  percentage of executive time and on the
percentage - of maéketing expenses spent on deveioping' new
export markets. % These two measures were then averaged.
Siﬁce the measures were based largely on fecsll, and in some
cases impressions, the possibility of measurement error al-
wafs_exists. Still, the measures wére fairly straiéhtfor—
ward and the expectatibn was that any biases wou}d cancel
theﬁselves out. Hence thé judgement bﬁééﬁﬁ the effect of
error is minimal and can be discounted. '

‘Another pogsible explanation for the laék of a stronger

relationship between Commiwment and Performance is that the

’

10pascelles Chin, "President's Address to AGM f78,' The

. Jamaican Exporter (1979/80), p.31.

S
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time and financial resources channelled' to new export mar-
kets by managers are mis;directed. Businessmen in develop-
ing coungries are often seen as.being inefficient.!l But
this explanation is also -not a yery convincing one. M-

*
though the resources may have been inefficiently employed,

the lack of any market response would, of necessity, lead to .

: n
the re-evaluyation and possible discontinuation of the export

programme. ‘ .

Itjis also possible that it may be too early to see the'

full effect of the manager's commitment. After the initial
investment of time, money and effort, export markets require
nurturing and moulding to develop fully. -Witq 25% of the
expo£tefs studiéd having exported for less than two years,
it méy well be that the full effect of Commitment is yet to
be seen. Furthermore, many of the firms have CARICOM as

their principal export market and they continue to have dif-

ficultx meeting the. demands of this market.- Thus, more time

and effort may be devoted to the further development. of a

relatively well established market than to "new export mar-

kets"®. . . s
Still another explanation is possible. It méy be%ﬁoo
early for the commitment of managers to develop. For those

firms ‘with prgducts which are well suited to eXport markets,

'1arry Richman and Melvyn Copen, "Management Techni-
ques in the Developing Nations," Columbia Journal of World

Business 8 (Summer 1973): 49-58, Also see Talaat Abdel-

Malek, "Import Substitution vs Export Orientation," Columbia
Journal of World Business 4 (September-October 1968): 27-38.
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.

the initial stgpulus to export may have come from outside
the firm and, as yet, there is no real commitment to export-

i‘g on the part of thgr/manager. This may be so especially’

1f the firm only recently began export1ng.

6.5 PERCEIVED RISK AS AN INTERVENING CONSTRUCT

The relatlonshlp between Percelved Risk and Export Pet-
formance and the four varlaﬁles of Export Capablllty, Market

' Attraotiveness, Contractual Relations and _ Export Restraint
is somewhat tentative. The ‘dotted line in Figure 4.1 indi-

cates the tentative nature of this relationship. Conceptu-

‘ally, the relationship is Ibgioal but from a measurement
‘point of view, there was considerable‘dOubt that any sfgni-
ficant effects wouid be observed. Consequently, no specific
hypotheses were formulated for these sets of relat1onships
~ but the expectation was that Perceived Risk wogld be nega-

tively related to its surrounding variables.

:Teble 6.% presents the resuLté of the regression uti-
Yised .to investigate the.- nature of the relationship betWeenN
‘Perceived Rlsk, ~as the dependent variable, and the 1nterven- '
ing variables of the research model Con81der1ng the doubt,

surrounding the measurement of Perceived Risk, these results

were '‘encouraging. Three ot the four variables were signifi-
cant with Export Restraint and Export Capaoility having-:he
laroest relative impact on éerceived,Risk. All variables
acted ‘in the expected direction. : o * 3

While Export Restraint (Market Assignment) had no. ef-

4 .
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~ fect on Export Performance\k in this case it had the greatest

‘Loe
- 4

4

»
impact on Perceived Risk. This result 1nd1cates that when
3}

managers are ‘assured . of a market to themselves, with the
gsales of the paxent company_ products in the assigned market
c’r'edited.‘to them,. they perceive less risk than if the situa-
tion ﬁere otherwise. Phis perception is to be expected.

4
Contracéual Relations was the least powerful of the

Significant variables. Its.relative effect on Perceived
Risk was about half that of Export Restraint. This rela-
t;onehip was relatively weak. Contractual Relations con-

cerns. the supply of oytput, on_a"; contractual basis, to the

foreign market. Under these circumstarices, the expectatiorr

'was ‘that there would-be a strong hegativerelationship with

Perceived , Risk. One explanation for the rélatively weak—

" effect may be that these firms tend to produce for one buyer

1]

'_ less risk in exporting and also performed better in the ex-'

and therefore have "all their eggs in one basket'; Hence in
these situations, the risk inherent in the subcontracting

relation'ship-attenuates the negative 'relationship between

risk and subcontracting .

- R4

As in the case of Export Performance, Export Capability

had a significant impact on Perceived Risk. ~Managers who .

perceived a relatively high Export Cap'ebility, percei;red

port ‘market. . Although acting in the expected direction,
Market Attractiveness had no s‘ignificant effect on’ Perceived

Risk.

*

Hbwever, ‘ the rel,at.ion'ehi'p petween‘ Perceived Risk -and
<, (?

: oy )
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Export Performance was not as straightforward as the previ-
ous set of relationships. ' A simple regression model, em-
ployed to ,test the relationship between risk .and perfor-

mance, indicated ‘no relatiodspip whatsoever. This result
A

underlines the complexity of the relationship between Expoft'

Performance and the intervening variables of the model.

-

6.6 COMMITMENT AS A DEPENDENT VARIABLE

" The - connection between Export Commitment and Export

. Pefformapce regarding their cause and effect relationship is

:somewhat ambiguous. It is possible that Commitment leads to
superior Export Performance but it is also possible- that

Export Performance may lead to the development '‘of Commit-

ment. Apar@ from. this hypothesized relationshipsy* the vari-

* able Commitment was left 1arge1§ on its own. This isolation

became more and mére conspicuous as the data anélysis pro-
grEssed. . As a result it was decided to explore the rela-
‘tionship between Commitment and the'intervening énd inde-
pendent variables.

The relationship between Commitment and the variables

of Export Capability, Market Attraciiveness, Cbntractual

Relations and Export Restraint was examined by me‘hs of a

reégression model. Only one of Fhe'four variables, Export
Capability, had a significant impact on Commitment. (o(£.10;
two tail test). The results of this regressionfindicatgd

that the greater the Perceived Exporxi Capability the greater
. \
the Export Commitment, whic;\;;\lnjt would expect.

192
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Market Attractiveness and Export Restraint was not sig-
nificantly related to Commitment. This was not surprising
given their weak relationship with Export Performance. Con-

tractual Relations also did not have a significant relation-

.

L)
ship with Commitment and again, this is to be expected given

the nature of the comm£;ment variable. It is 1likely ;that
firms with contractual arrangements in export markets rarely
ever explore new markets because of the large percentage of
their output which goes to the buyer in the foreign market.

When Commitment was related to the independent vari-

ables of the general model,'six variables turned out to be

'sidnificant, with three, all peculiar to the firm, acting in

a negative directiop. These three.variables were the Degree
of Foreign Ownership, Company Size and an Internal Export
Stimulus. The management characteristics, Willingness to
Take Risks, had the greatest relative impact on Coﬁmitment,
followed by the mafket.environmental variable, decreasing
Psychological Distance. An évé;éll adjusted R2 of .25 was
attainéd‘(Tablg 6.6)?%

‘ Of the six signigicani variables, four were Character-
istics of the Firm, indicating the importance of the firm
and its resources for the development of Export Commitment.
Ownership played a gignifigant

For the first time PForeign

\
any of the results and it related negatively to Com-

role

mitmenty" This result suggests that any market‘exploration,

Jf done at all, is performed by overseas affiliates or- par-

ent companies of Foreign Owned Firms. It is likely that the
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parent companies are better suited to the tasﬁ of exploring

s

new markets since they possess the superior resources and
. skills.
The negative relationship between Company Size and Com~

. ] .
mitment is eonsistent with earlier results which revealed a

negative relationship between the size of the firm and Ex-

port Performance. The larger ‘'sized firms, established under

P
the regime of import substitution, tend to export less and

are also less committed to exportipg. On the other hand,
~ - .
the negative relationship between an internal export stimu-
‘ ’ lus and Export Commitment is somewhat puzzling. However, it

‘f \ may be that an internal stimulus is not as powerful a gener-

ator of time and effort (Commitment) as an external invita-
tion to supply new markets. The positive relation between
the perception of a superior Technology  and Comﬁi;ment is to
be expected and requires no further explanation.

Willingness to Take Risks was by far the most important

of all the variables. The greater the Willingness to Take . I ®

Risks, the greater Ehe Export Commitment. This rélationship
reflects the inherent unceréainty perceived in e?porting and
the risks associated with éeeking out new markets. This
market exploration requires the use of resources wpich may‘ *
have been used elsewhere. The positivé telationshﬁp between
decreasing Ps&chological Distance and increasing Commitﬁent
indicates that managers prefer to devote their timé and

financial resources to .the deveiopment of foreign markets _'g‘

with which they are most familiar and comfortable.

-




.
v -

The negative relationship between Company Size and Com-
mitment raised the' suspicion that the five largest firms
were again having an yndue influence on the results; Table
6.7 shows the results after these firms were again screen-
ed. As can be 'seen, the results are basically the same,
exceptlthat Size has no relationship to Commitment and Tech-
nology ‘is no longer signiﬁicant‘at the .10 level. (It was
marginally- significant when all the firms were in the sam-
ple). .

Overall, therefore, the results indicate that Commit-
ment ‘is more a function of the firm andlmanégement's Will-
ingness to Take Risks. It is the characteristiqs'of the
firm and it management which determine the time and finan-
cial resources devoted to the exploration of new markets,
rather than factors external to the firm. Commithent re-
quires the utilization of resources aﬁé it is the organisa-

tion which provides these resources.

'6.7 SUMMARY

Hypothesis Set Hy was statistically validated. Both

‘Contractual Relations and Perceived Export Capability had an

impact on Export Performance, but the magnitude of the im-

pact was relatively slight. This result illustrated the

complexity of the relationship between Export Performance
and the intervening variables. The test of Hypothesis Hg
was also quite revealing. The results underscored the im-

portance of the Firm Characteristics and the Domestic Envir-

{
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onment as factors determining, Export Per formance. These

results, whén examined in the light of the findings in

Q .
Chapter 5, also demonstrated the importance of Management

] ‘.
Characteristics for exporters but not for the performance of

Py

'exporters. Anothg; important finding was the reluctante of

firms, established under a regime of import substitution, to
export. BN .

Hypothesis Heg illustrated ; connection between Export
Commi tment a;d Export Performance, but’ the connectlon was
nét ;s\clase.as one would expect. The positlon of Perceived
Risk remained someWhat.ambiguogs: It was not gign@fiqantly
related to Export Performance although the other surrounding
variables had a significaﬁt effect on Percieved Risk. *

Otherxvexplorations, reported Vin this chapter, were
stimu}ated by the results of the preceding hypothéses. 1In
this regard, Export Commitment'was related to factors inter-
ﬁal and external to the Firm. It was found that the Will-

ingness to Take Risks by the manager had the greatest impact

on Export Commitment and that the' other ‘significant factors‘

were mainly attributes of the Firm. Again it was found that
firms, established for import su?stitution purpose;,‘had the

-~
least Export Commitment.

Overall{ the results presented in this chapter demon-
strated the importance of the firm in the development of an

Export Commitment and in the determination of,Exportwperfor—

‘ménce. The conditions in'the_local environment also played

¢

a significant role in Export Performance.  The perception of

/ ,
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the“ Expo‘.z;t,nazket;_-"‘as favourable and subconttacting' arrange-
ments also 'pl'ayed' s:ign‘iz‘ficaﬁt roles. A ‘
" The results “;n:ébsen;ed :'in'_ this ch‘ap\te;: and Chapter. 5
suggest the need for.'}s\"otﬁe‘ ret:hirzki"ngl"and‘\ clar':ificétion of

revious research. These results also require that the

théoretical model used ‘in 'thilst research be reformulated.
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CHAPTER 7 “lL

. SUMMARY AND'IMPLICATIONS OF THE STUDY- -
0.
This chapter begins with a summary .of the researﬁ@‘
results. These results led to a'revis%on of the conceptuéigc
model. This model is presented in the second secéion of thq\'
- chapter. The remainder of the chapter discusses the iﬁplir
cations of the findings for managerial action, public poliéy

formulation and export marketing theory and research.

7.1 SUMMARY OF THE STUDY -

This study focused on the export behaviour 6f‘m§nufac—
tufihg‘fi;ms in developing‘cauntrles’by énaiysin& the export
behaviour of manufacturing firms in Jamaica. The specific
objectives of the study were to identify'thé faFtors wﬁféh

'distinguish bxporting firms from non-exporting Eirms and to
ident}fy the faciors.whiéh'infiuence the export performance
Jof those firms: which export. The hypothesized influencing
factors included thp;e‘relatgd to tﬁe'export market and the 4
export market environment, the characte;isgicg of the firml )

and its management and |the characteristics qf -the domestic

environment. Also included among- the objectives of this

. .research study was an ‘examination of the role of "export

/200 ;
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capability and market attractiveness as mediating faciore

‘between export performance and it's hypothesized determin-

~

_ants.  Thus, the study attempted to relate environmental

factors, factors internal to :the firm and mediating factors,

to export behaviour.

3

In orxder to achieve the objectives of the study and to

-undertake the research in a systematic manner, a conceptual

model was developed. This conceptual model tied  together

the key factors hypothesized to influence export behaviour. .

F

. The model'Qrew on research conducted both in‘the'develoging

and in the ;nduétrial countries. From the developiﬁg*%ouni s

tries the -‘research tended, in the main,‘ to "focus at the
maqro level of analysis and from the industrlalised coun—
\ tries, “the ‘research focused largely et the level of the
firm. - The concepruel model, rherefore, was a syhthesis—of
these two streams of research. . ’
Manacjerial perceptions pf reality is the central nqtion
- upon which the model regts. The modei assumes that manegers
make decisions, and act, on the basis of howfthey perceive
nrhings. Consequently an assessment of managerial percebs

tions is critical 1if export behaviobr'is to be explained.

The model; therefore, relates export behaviour to the/

manager's éérception of the export market, the export marked
environment and the domestic. environment as well as 70
m%nagement and firm charactertstics. These external 756
internal factors of .the firm is the beginning poinr of}ﬁhe

” ,
flow of causation in the model; export commitment and export

<P
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performance are the terminal points. \The flow of causa-
tion, however, is media-tj.ed. by the factors of perceived
export éa;ability and perceived market attractivAeness.
Other mediating factors include contractual relations,
export restraint and perceived risks. N

In general, the research"’ results validated the model.
The independent factors or construots, both internal and
external to the firm, sign'ificantiy'discrimin_ated’between

the exporting and non-exporting firms. 1In addition, these

~independent constructs related significantly to export

kcapaB’ility and market'at;raétiveness. Export capability, in

turn, had a significant  impact, 'albeit a small one, on

ki '
export - performance. - But, in the end, not all of the

’

hyz?ized relationships® turned out to be consistent with
a

ex

tions. . ‘ ’

The characteristics of the maﬁager_ and of the firm
played a greater role in distingui‘shing between exportfng
and non-exporting fix'.ms than any of tHe envird‘nmental. cqn-

structs. Indeed, the redllts showed that éxporting firms

had younger managers who were more cosmopolitan and that the

,expérting firm itself was  also younger and had a superior

'technology. These results are basically in keeping with

results obtained in developed countries, Generally, there-

fore, it is the nature of the firm and its management which

- distinguishes the exporting from the non-exporting firm. .

.7 - The ‘emphasis placed on' the management and firm' con-

struc?s is not meant to" depreciate the importance of the

oo

<>



~ other two discriminating factors. Also signficant was the
finding that as an aid to exports, the domestic infrastruc-

‘ture was seen in an unfavourable light\By exportersNand in a

203

favourable . 1ight by non-exporters. This finding was

explained by the greater familiarity of exporters with the

infrastructure, as an aid to exports. Exporters also’ saw no

real problems with non-tariff barriers in export markets,'

but this situation may have been because of the dominance of

[

CARICOM as an export market. . '

The results obtained from relating the independent con-
structs to percéivéd exéort capability énd'pércefvéd market
attractiveness were also no; ¢ompletely consistgnt with the
relationship hypothesized. Whilé the characte;istich of-thg
domestic environment such as government export policy,
exchange rate policy and tﬁe domesélc infrast;ucéuré'and the
mana;ement characteristics of cosmopolitanism and'willing—
ness ‘to take risk determ{qu exportl capability, 'mgrkét
attractivgnéss! the othér major intervening consbruét, was a

function of a completely different set of charactefisfics.

These characteristics were the export market and the nature.

of the distribution system in thé export market and the firm
characteristics of length of time exportinq and product
uniqueness.> Thus different forces determined the "push" of
export capability in contrast to the "pull® of market
attractiveness on the firmi.

These differences 1n 1nf1uehcing factors provided some

useful insights into the essential quality of the ‘interven-

‘n
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ing constructs. For example,. the more of an innovator the

manager is and the more thg manager sees that certain ele-
‘ments in the domestic environment facilitate exporting, the
greater Fhe perciived export capabi;it& of the firm ~- the
. perception ghai the organisation has the ability to under-

take exporting.. On the other hand, the greater the export

g

expgrience of the firm, the more différentiatéd the producg
and the greater the pﬁll of the foreign harket} especially a
favourable distribution system, éhe more attractive is the
market, Thus export capability is conneéted both to inno-
vatpr characteristics and to the domestic ;nvironment, while
market dttractiveness is conéeéted to the foreign market,
product differentiation and the export experience of the
firm, ‘

. With the spo;ligh£ on export performance, a number of
importanttrelatipnships were uncovered. In the first place,
_export capability and éontractual relations were the only
inﬁervenihg éonstfucts which had an impact:'on export pe?fof-
mance. Whén the independent constructs were related ‘to
export. performance, the significant construgts turned out to
be &mostly the characteristics of the export ﬁarket,‘ the

' r
firm, and the domestic environment. No management charac-

teristic had a direct impact on export performance. This .

finding 1s important since it indicates that the effect of

management on perfo:nance is mediated by export capability.
It alsd indicates that even though management determfnes

whether the firm will be an exporter or not, it )18 the

-~

e
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"characteristics \of the firm and the environmental elements

which determine performance.
. - .

Another important finding was the relatively poor

.export, performaﬁce of those firms which were established

when the Ehr'ust{'of public policy rqakers was on import sub-
stit‘utioh, as én iQdustrialisation s-trat:egy. These firms
were large, rel‘atively older, but exported the least among
the sample of the fxrma ThlS poor performance was explain-

ed by the circumstance under which these firms were estab-

lished to serve the domestic market. Established in a

‘market which was completely .proteci:ed, these firms focused

enly on the domestic market:  and. now find it difficult to

-

'modify’ their behaviour, even if the circumstances may Have

.
changed.

The variables influeng¢ing export commitment .and the
relatio'hship betheen export commitment and" export perfor-
mance were also of interest’ to this study. ,The results

sho'wed' that the more willing managers were to take risks,

the more likely they were to have a stronger commitment to

’e:tpo‘r:ting. The shorter the psychologjcal distance of the
market and the better they perceived their firm's technol-

v.ogy; the. more likely thEy were to be committed to export-

ing. 'ExPort commitment declined with increasing 'foreig‘n
ownership of the firm. Export commitment and export perfor-

mance, however, were significantly and. positively related.
. . , - .
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7.2 A REVISED MODEL BASED ON THE RESULTS OF THE STUDY

The research results presented in Chapters 5 and 6 and
summarized in the previous section of this chapter brings
into question the precise nature of some of the relation-
ships outlined in the original conceptual model.; While the
research resnlts gave broad support to the conceptual model,
the results also suggested that the model should be modi-
fied. his modification is neceesary in order that the
relationships among the constructs, which the research high-
ligheed,'can be taken into account. The revised model is
presented in Figure 7.1.

The revised model has some similarities'to the original
model. The basic constructs, for example, are precisely the
same in both models. Tne flow of causation is also the same

with export performance and export commitment being the

dependent variables. The export m;rket environment,Fmanage-

ment characteristics, the domestic environment, firm charac-

teristics and the export market are the independent con-
structs. The mediating construces,}n both the ori;inal and
the revised model are-also the same, but; at this point, the
gimilarities end. -

" A major feature of the revised medel is' the number of
factors that act directly to influence eiport;pefformance.
f;e model shows the domestic_environ;ent, the export market
ané the characteristics of the firm yacting‘,.directly on

< .
export performa;%e. ‘Bxport capability, contractual rela-

tions and export commitment, in eddition, also have a direct

206
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impact on export performance, The broken }ine'between per-

ceived risk and -export performance indicates the tenuous

nature of the relagf6nship b;tween these two factors.
Another important feature of the model is the major

role given to export commitment in the dynamics of the

model. Thus, the moﬁ%l shows that the characteristics of

_management and of the firm together with export market

environmeﬁt have a strong impact on export commitment.,
Export .commitment, in turn, may influence export perfor-
mance. .Pérceived export cap;bility also has an impact on
the development of export’commitment. With these new rela-
tionshibs, export commitment is now an integral part of the
model,‘unlike its peripheral rote in the former model.

These new relationships act to reduce the Eentrality of
export capability and hﬁrket attractiveness to the model.

Export capability had a relatively small impact on export

performance. and market attractiveness showed no impact at

all. It is possible that the absence of any relationship

between market attractiveness and eiport per formance is

A

largely because of the nature of the market to which most of

-

the firms in the sample-exported.

And finally the revised model fine tunes the factors .
‘which act on the intervening and dependent variables. The

- model shows, for example, that management characteristics

act on expoft per formance only through export capability and
export tommitment. The model also shows that the domestic

environment has & direct influence on export performance as

t g ¥y
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well as on the perception of an export capability. Both the

characteristics of the firm and the export market have a

direct impact on export performance.

7.3 MANAGERIAL IMPLICATIONS OF THE STUDY!

-The managerial implications 6f the research results can
be categorized into three broad areas. The first area deals
with the managers themselves, the second one concerns the
firm and the third area deals with the environment in %pich
the firm exists.

Regarding the first area, the manégers themselves, the

research results indicate that the ideal manager, for moving

a

a firm from the status of non-exporter to that of exporter,

“

is relatively.young and cosmopolitan. The ideal manager is

also a risk taker. The risk taker characteristic is impor-

tant for the development of export commitment as well as for .

the developmeﬁt'of a perceived export capability. It is
important that thesé managerial characteristics be examined
carefully‘in the context of managerial action.

It is evidént that youthfulness is easfiy discovered;
risk taking and'cosmépolitanism, hodever, are more subtle

characteristics. Education, or yéars of schooling, gives

some indication of cosmopolitanism but cosmopolitanism

|The implications of the study outlined in this and other
sections of the chapter assume that manufactured exports 'are
good both for the firm and for the courntry. This assumption
is not meant .to imply that the export of manufactured pro-
ducts by developing countries will be beneficial to the
country or firm under all circumstances.




involves more than education. In trying to discover the
cosmopolitan manager, therefore, it 1is, necessary that

attempts be made to discover the extent of travel outside of

.national boundaries, the degree of interest in world affairs

and the kind of magazines, local or international, regularly
read. To discover the quality of risk taking in the manager
is more difficult, but subjective appraisals can be made by
asking about accoﬁplishments in the past and what was
required to make them occur. .

The implication of the preceding paragraph is that the
firm which wishes to venture into exporting would follow the
route of hiring suitable personnel. But in the case.of a
small business concern dominated by the owner-manager, out-
side hiring may not be feasible or evén practical. In such
situations, common in many developing countries, the owners
themselves must tryy to develop an Lnterﬁational orienta-
tion. This can be done by travel and exposure"to non-
national affairs and events.

.'The second set of managerial implications focuses on
the characteristics of the firm. The research shows that
exporting and export perfo}mance depend not only on the
skills and qualities of managers but also on the resources
of the org§nisation. For the firm to move into exéorting,
it ;équirés a superior technolog§ (equipment, processes and
fbrmally trained personnel) and for performance, a unique

product is desirable. It is likely_tﬁat in a developing

country these two characteristics may be closely related.

2

1
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Export performance can also be improved if managers try
to neg§tiate contractual arrangements with buyers in foreign
markets. This arrangement, sometimes referred to as "sub-
contracting," relegates all the marketing.and its attendant
: risks to the buyer in the foreign market and allows the
manufacturer to -concentrate on production and delivery.
Some caveats, however, are necessary in comnection with this
suggestion. Subcontracting tends to be ’concehtrated in a
few industries. Thus, for certain industries such as metal
products or packaging, the negotiation of these contracts
may be extremely difficult or even impossible. In addition,
there is also the danger of beéoming too dependent on one
buyer. If for any reasonvthe pu§er shoﬁld cancel the con-
tract, the exporter could be in serious difficulties.

On the basis of this iesearch; heithqx size nor length
of time exporting determines export peffotmance., This is
good news for small firms which mey-héve been\reldctant_to

explore the possiblity of exporting simply because of the

feeling that they were too small or because of the feeling

that they did not have the requisite experieﬁce. Indeed, it
would seem that s&all, inexperienced firms have an equal
chance of success when cbmpared to larger firms, all other
things being equal.

Ihg..,third and final aréa of con;:ern for the manager

centres on the\ domestic environment, The dévelbpment of a

close wbrking relationéhip with the politibal‘bureaucrécy,

in order to remove the infrastructural bottlenecks, 1is

L e e
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important for performance. Such bottlenecks‘may be found,
for example, in the shipping, communication and form proces-
sing systems. 'Othereugeful endeavours which will - require
close collaboration between governﬁent and business include
the forﬁulation-of financial incentives and the éevelopmenq
of training programmes and a supportive enyironment for
exporters. .

* "Given the importanée of the domestic environment fof
per formance, the devélopﬁen; of a close working relationship

with government should occupy a position of priority in

-

business organizations. ThéAestqblishment of departments of -

public affairs may be too grandiose for many of the firms
represented in the sapple bgf Qorking through associations
may be sensible. Aéﬁordingl&, businessmen associations
should set up "public éfﬁairs commissions" designed to work
closely with the: formulators of pubiic policy.

-~

7.4 PUBLIC POLICY. IMPLICATIONS OF THE STUDY

aWhilé the previous section discussed what managers can
do to influence their firm's export performance, phis sec-
tion focuses on‘whqt the makers of public policy can do to
stimulate manufactured exports.

To begin with, this”research proéidés gome subétantive
information on the characteristics of exporting firms.
Thesé firms tend to'be yopnger,'with a. superior technology
and their managers are younger and more~cosm6bolitah.' With

this information -government “agencies,. éoncerned _with

b a Sy
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exports, can identify similar firms which are not currently

exportfiﬁg and attempt to stimulate them to do so. For those

firms without the technology, information can be provided on
those modern process and product technologies which may be

easily accessible. The strateqy of stimulating firms to

export can be very effective if the target firms operate in.

a domestic market that is becoming unfavourable by virtue of
increasing éompe‘:.ition or severe demand fluctuationse The
strategy can also be effective if there is an industry down-
turn-. |

In attempting to stimulate firms to export, there
should :)e an awareness among the "makers of public policy
that the size of the firm does not act as a“barrier to

exports: small firms can be as successful as large ones.

The nature of the firm's ownership ai,so does not have an

effect on export performance. Thm sitqation may be because
the export restraint, (assigned markets) mposed on foreign
owned companies allows them to export to regional markets
yhere the demand is more than adequate for the firm.

Publ'ic policy makers should also be aware of the appar-
ent diffic¢ulty which firms, established under a regime of
import substltution, have in devéloping and expanding their

exports. ~ Two options are available in dealing with these

firms. In the first p‘lac’e,, such firms can be ignored and be

allowed to fulfill their ofiginal purpose of satisfying the

domestic market. . The other option is to motivate them to.

increase their expori:s. Increasing their exports may be

.
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difficult for these firms depending on whether their contin-
uing emph;sis on the doﬁestic market is due to tradition,
cost factors, the quality of their management or the nature
of the product produced. Specific persuasion strategies may
have to bé deve/loped c;lepending on the particular export bar-
riers. facing these firms.

Mc;re susceptible to influence by policy makers are the
barriers .to export which exist in the domestic e'nviromnentr.
These barriers exist in the form of the infrastructural
facilities which act to hinder rather' than stimulate ex-
ports. PFacilities for:shipping products and form processing
are two obvious examples. Governments éan.also emphasize

the training ﬁ;ogrammes and financial incentives for export-

ers. Further, foreign inquiries for products can be chan-.

nelled to relevan.t fi"rms and c"”encourag;eme\r\t provided to those
fir;ms so that they can export.

‘The use of the exchapge rate as a policy instrument for
export promotion would g;eem to be a double-edged swprd.
Manu;‘.acturer:ssq know that by reducing the value of the.cur-
rency, exports become cheaper to the foreign bu'yer assuming
no change ‘in pricing strategy'b'y local firms. But it“wo{zld
alsp seem that t':h.e concomi'tant increase in the price of
imported raw, materials, parts and equipment- acts to force up

the price of goods pi‘oduced rand exported. And because

devaluation increases the price of imported foodstuffs and .

many other products consumed by the pc;pulace, there is a'

demand for increased wages and thus, an indirect pressure on

-
-
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the price of exports. Labour intensive manufactures'are,
thérefore, not immune‘from the effects of devaluation. In
‘sum, devaluation as an énsﬁrument of export policy must, at
least, be uspd with caution. ‘

Given the effect of a perceived favourable export
~market, it would also be benefitial to manufacturers if
public policy" mékerg could attempt to influence the way
manufacturers view specific foreign marketé. .Specialists,
skilled in the a;t of ideﬁtifying profitable market oppor-
tunities, could be posted in the trade section of embassiés
with the mandaté to éxaﬁine the size, competitiveness$ and
growth of markets éof products produced by manufacturers in
the home markets. They could élso be’involved in helping tq
facilitate and' finalize Eontractual arrangements betweeﬁ
'buyers and manufacturers. By means such as thése, the per-
ception of the foreign maiket may be favourably influenced.
"Still, it is important to realize that influencing percep-

I .
‘tions is a task which requires time, persistence and cred-

L

ibility.

A

7.5 THEORETICAL AND RESEARCH IMPLICATIONS OF THE STUDY

In 'discussing the implications of the research results
for theory and research, it is important to bear in mind
th&t this‘ study concentrated on the e*port behaviour of
Eiﬁﬂﬂ in aeveloping cSuntries. While there are many studies

on the export of manufactured products from developing coun-

tries, most of these studies focus at thé macro level .of




analysis. The fact that the individual firm is the focus of
this study makes it somewhat unique.. .

In many respects, the results of this study reinforce
the findings of previous.export research. For example, the
study reinforces the importance of innovator characteristicé
among export managers and the role of technology and product
unigueness in éxporting and export perfdrmance. The impor-
tance of doméstic,enQironmentél variables such as the state
of the domestic market, infrastructural facilities and

governmental efforts to stimulate exports had also been pre-

viously established. -Further, the research underlines the

importance of the distribution system in the export market,’

for export performance. In addition, the study lends sup-

.port to those who profess that the size of the firm has no

bearing on export performance and it provides qualified sup-

port to those who believe that the nature of the firm's

~ownership does not affect export performance.

But this research does more than reinforce previous
findings. It also demonstrates the universality of some
variables in affecting export behaviour. These variables,
previously shown to be important among the exporters‘ of
develoﬁed countries, include the ‘important characteristics
of the firm and its management diécussed in earlier sections
of this chapter,

In addition to demonstrating the universality of some

variables in affecting export behaviour, this,reséarch also

adds to the theoretical notions associated with exporting.

] AT
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Thus, the research shows that the factors which dietinguish
the exporter from the non-—-exporter are,.in-the main, quite
different from the factors which determine export perfor-
mance. Different strategies are therefore required depend-
ing on whether the objectlve is to move a firm into export-
ing or whethen the obJectlve is to improve the expQrt per-
formance of the firm.

Along the same lines, it is important to note that the

imnovator characteristics of cosmopolitanism and risk taking -

are associated with exporters and the development' of an
export commitment, but not directly with expott per for-
maﬂce. Previous research a sdciateﬁ cosmopolitaniem with
export beﬁaviOUr but no disti ction was made between export-
ing and export berformanee.

The differential impact of the independept"characteris—
tics on‘export commitment ana export performance is also an
important finding of this study. The development of a com-
mltment to exportlng Ls'a function of the characteristics of
management and of the flrm, while export per formance is a
function of the domestic environment, the characteristics of
the firm and the export market. And ie-the final énalysis,
export commitment and export performance are close;y related

although the flow of causation is ambiguous.

Some empirical support was obtained for the concepts of

export capd;ility and market attractiveness. These two
mediating constructs were influenced by specific independent

characteristics, but their relationship to export perfor-

L4
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mance was not particularly strong. The relatiopshiﬁ of

export capability and market attractiveness to perceived

risk was more strongly establishé. Contractual relations

apd export restraint also related strongly to perceived
risk. The connection between perceived risk and export per-
formance, however, was extremely slight. '

Clearly the relationship between the mediating con-
structs of the model requires further investigation. More-

-

over the link between these constructs- and the dependent,
variables is not as clearly defined as displayed ifi the

-4
original conceptual moel. More research is needed into the

" relationship between export capability, market attractive-

ness, perceived risk and expoft performance.

More research, such as this study, is required in other
developing countries. Given the growing impqrtance of manu-
factured exports in developing countries and .the emphasis
which different govgrnments place on this kiﬁd_of marketing
activipy, it is surprising thqt so few studies ﬁavé actually
focused on the individual firm and its managers. More
research of this nature is ‘clearly needed. -

Apart from cross-sectional analyses such as this one, a
fruitful area of research would _be iongitudihél studies
which focus on the growth of exports ovér time and thg vari¥
ables which determine such aevelbpment. e

While this study focused on the broad areas of the firm

and manéQement,chﬁracteristics and’ on the characteristics of

the environment which influence export behaviour, research

]
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. inta the specific marketing pratices of exporters in devel-

--bping".co_untries would be  extremely useful. Thus, such- a

st udy cdflld include an examination of pricing strategies.
Do successful firms-price on the basis of competition in the
foreigri market? And what of theitr promotional programmes

and the' kind of marketing research undertaken? Do different

- types of distribution channels affect success? Information

N . , :
on these areas, specific to- the marketing mix, would be

extremely .useful to managers, public policy makers and

s

res_e‘rchers. ‘ > 4
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APPENDIX I

| The University of Western Ontario
/ .
School of Business Administration

London, Canaca
N6A 3K7 >

&

The export of manufactyred products is important to the economies of many
developing countries. Neverthe;.ss, relatively little time and effort have
been devoted to understanding the export behaviour of manufacturing firms in
these countries. Consequently, I.am conducting a survey on the exbport behav-
jour of manufacturing firms in Jamaica a.nd Trinidad and Tobago. The results

of this survey will provide information which can help companies improve .their
export rerformance and stimulate non-exporting firms to begin exporting. These
results will also provide useful information for the formulation of export
guidelipes by govermment agencies. This can only be to the benefit of business.

This survey, which I am conducting as a Ph.D. candidate at the School of Busihess N
Administration, University of Western Ontario, lLondon, Canada, iacludes exporting <
and non-exporting firms as wvell as large and small rirms, Your company is one \
of a group of one hundred and twenty firms which I would like to study to develop °
~the information for the research. All the information collected will be treated
in the strictest confidence and your firm will not be identified. At the comple-
tion of:.the survey, I will take the questionngires back to Canada and analyse
- them at the University of Western Ontario's School of Business Administration.
Subsequently, a report on the research will be given to each of the participating
firms. <

RN

NN

I 1ntend at the completion of my studies, to teach at the University of the West,
Inddes and to continue doing research to help business managers. The results

of the research will be incorporated into courses taught at the U.W.I. so that the
quality of management training can be improved.

Within the next two weeks I will telephone so that we can arrange an interview
time vhich is convenient to you. Thank you for your assistance.

Yours: truly,

/{,i /,ewy /{d /;‘;;,

Christopher A. Ross
Ph.D. Candidate’

-»
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APPENDIX II

RESEARCH QUESTIONNAIRE FOR EXPORTERS

Christopher -A. Rods
March 1980 .
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, SECTION 1

This section of the questionnaire requests some general information about your company. In some
cases we would like you to indicate your response with an 'X‘' and in other cases we would like you to
£i11 in the blank. If this organisation is a division or a subsidiary, the word 'Company’ in this
questionnaire refers to this division or subsidiary only,

1. This company is:
an independent
organisation

a division of a firm a subsidiary of another fim
(IF A DIVISION OR A SUBSIDIARY GO TO QUESTION 3)

2. This company is:

a sole proprietorship

a partnership

*

2 private limited company
(GO TO QUESTION 5)

a public company

3. The parent company is:

British —~—— Jamaican/Trinidadtan North American
European other Japanese —— Qther _(Please specify)
than British
4. The parent company is: ®
—— 2 sole proprietorship —————  3*partnership

—— a private limited company a public company

5. This compar;y was established 1n the year

6. The number of full-time employees or equivalent of this company, including mgeriai and non-
managerial personnel f{s:

7. Compared to other firms in- the industry, the number of our employees who are forwally trained (by
equipment suppliers, technical school, university, etc.,) 1s:

mich moderately slightly about the slightly moderately such
more more more sane less less Tess

v

8. This‘ company. exported for the first iiu in the year, Va

9. How did this company first Beg*ln exporting?
. - .

10.. The pro?uqt 1ine exported by this company is best described as:

-

11. Compared to similar products on the domestic market, the product line exported by this company has:

very many many some major | or 2 major some minor 1 or 2 minor no
. unique unique unique unique unfque unique unique
features  features features featured features features features

ry A

‘12, Does this m;ny’ manufacture pny products under licence Wis?

— 0O —  gomg domestic products

———— some export products - 211 domestic products

e 311 export products —=——w 311 products Y
¢




SECTION 2

203

* ¥e weuld now like your opinion about certain features of the business enviromment in the {sland.
Place an 'X' at,the point on gach scale which most closely reflects your view,

1. The degree of demand

. fluctuation from year
to year which our
product line faces in
the domestic market. is:

2. 0n the whole obtaining
raw materials for this

sompany {s:

. Iln general obtaining
locsl transportation
for our export
product is:

. All things considered,

shipping our products
out of this country is:

r

The amount of
competition which

our product 1ine
faces in the domestic
market is:

On the whole the
financial export
services (income tax
relfefs, export credit
insurance. ete.)
provided by the govern-
ment to manufacturers
are: .

On the vhole the
manageriai export
services (courses for
exporters, export
advice, etc.) provided
by the government to
manufacturers are:

For the export of our
canuf actured products
the exchsngs rate
policy of the
government ist

The annual growth rate
of the domestic market
for the product 1ine
of this.company is:

In general dur Jemaican
flﬂil}tlu nnks .
gversoas comaunication -

On the whole the”
attitude of the govern-
went towards exporting
is:.

12. The size of the Yomestic
market for the product
1ine of this company {s:

1

extremely moderately siightly

high high

high

neither
high nor
Tow

tiy
ow

sli

“moderately extremely
Tow

Tow

extrémely moderately
difficult difficult

slightly
difficult

neither
easy nor slightly
difficult easy

moderately
easy

extremely
easy

~

extremely
difficult

noderately
difficult

slightly
difficult

najither
easy nor slightly
difficult easy

moderstely extremely
easy casy

-

moderately
difficult

extremely
difficult

slightly
difficult

v

- nefther

easy nor slightly
difficult easy

moderately extremely
easy easy

moderately
high

extremely
high

slightly.
high

ne‘lther
high nor slight!y
low Tow

moderately extremely
Tow low

extremel y
helpful -

of little
help

of very
little
help

of no
help

extremely
" helpful

a great
deal of
help

of little

help

of very
1ittle
help

of no
help

a very

. strong

deterrent

somewhat
of a
deterrent

somewhat
of a

neutral. stimulus

a very'
streng

a itrong ]
dtimuius

stiw\us

extremely
Tow

slightly
Tow

neftﬁor ’
low ner
high

slightly
high

wmoderately
high

extremely
high

moderately
difficult

extremely
difficyt

slighly .

difficult

naither
easy nor  slightly
difficult easy

extremely
easy

moderately
edsy

completely mostly
positive positive

slightly
positive

slightly

neutral negative

wostly eoqﬂetoly' ’
negative  negative

extremely moderately
small small

nefther
small
nor large

. Slightly
large

Mrauly
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SECTION 3

This section is concerned with your views of exporting and of certain export markets.

1. Assume that there are no foreign market restrictions on or obstacles to the export of your company's

product line. Assume further that there is a ready export market available for your company's
product line. Complete the statement which follows by placing an 'X' at the point on each
descriptive scale which most accurately reflects your view. Remember that you should ignors product
market constraints.

TO ACHIEVE CONSISTENT GROWTH IN EXPORT SALES OVER
THE NEXT FEW YEARS, THIS COMPANY WILL FIND IT:

Easy B Difficult
R 2 3 & s 6 7
Manageadle Unmanageable
o 1 2 3 4 5 6 7 .
Trovblesome = Troublefree
- 2 3 4 5 6 7
Certaln ' ‘ : Uncertain
o 1 2 3 ‘ 5 § 7
Comfortable ' Uncoafortabie
t 1 2 3 4 5 6 7
Complex . Simple
1 2 3 . 5 " 6 7
Demanding Undemanding
1 2 3 . 5 5 7 .
Possible Impossible
' ' 2 3 4 5 6 .
‘ Rugged _ ) smooth ¢
| y 2 3 4 5 5
Attainable ) Unattainable
2 3 4 5 5

“

a3 f . em il

';'L!""..‘i‘-w, L. M‘."
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Below are some more descriptive scales. At the top of each set we have placed the name of an .
export market. With your company's CURRENT EXPORTS in mind give your immediate impressions and feelings
about these export markets by placing an ‘X' at the appropriate point on each scale.

2. 3)
Yaluable

Unpredictable

s . Certain
Concentrated

P‘emanent'

Unfamiliar

Oynamic
Unprofitable
Exciting

. Unlnportint

2. b)
Valuable

Unpredictable
_ Certain
Concentrated
Permanent

Unfaai l.hr

Dynamic

Unproftitable

Exciting

Unfmportant

-4 -

BRITAIN

‘ Uncertain

"Northless -

_ Predictable

225\

Northless

Predictable

\
Oiversified

Temporary

Familiar

Static
Profitable
Unexciting

Important

Uncertain
Diversified
TW
Famitiar
Statfc
Profitable.

Unexciting -




¢

Keep in mind your PRODUCT LINE

2. ¢) " NQRTH AMERICA :
Valuable . . _
. 1 2 3 4 ~ 5 5\ 7
Unpredictable ,
. 1 2 3 4 5 6 7
Certain ’
1 2 3 4 - 5 6 7
Concentrated N
Ca 2 3 " T § 7
- " Peymanent _
R . 1 . ] 4 5 6 7
Unfamiliar
1 2 3 4 5 '§ 7
Dynamic
' - 1 2 3 4 L) 6 ?
- Unprofitable '
’ 1 2 3 4 5 6 7
. Exciting
| 2 "3 ‘s 5 6 7
Unimportant -
1 2 3 4 5 6 j
) LATIN AMERICA- ..
‘ Yaluable
’ 1 2 3 o4 5 6 -7
Unpredictable ) )
] 2 3 4 = -6 7
Certain
. ! 4 3 4 s $ 7
Concantrated s
- S 2 3T 4 5 §
) *” Permanent ) ,
1 2 3 4 6. .
Unfamiifar ' . __- j’; ’ 4
o o 2 3 ’ 5 [ 1
- ‘ Dynamic ‘
T B 2 3 . s 6 ?
. Unprofitable T, o
. o . 1 2 3 4 s 6 7
C " Exciting \
- 1 2 3 . s 6 7

Tuningortang

-

>Horth,less
Predictable
Uncertain
Divenifi;;i ’
Tesgporary
Faailiar

Sgtic
Profitadle

Unexeiting -

( ,
Important .

' Northless )

Predictable
Uncertain
Biversified
Teworary

Femilter .

Static

Profitable

nexciting

“Isportant
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Presentad below are different export market characteristics, From the card presented pleass choose
the .description which best represents your view of each characteristic. Evaluate each market for the
effect (or the potential effect for those markets to which you do not export) of the different
characteristics on your company's GURRENT EXPORTS. The name of the export market is listed at the top
of each set of characteristics

BRITAIN
FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE CARD -
PRESENTED TO YOQU .
3. a) On the whole,the degree of difficulty due to physical distance is/wilibe . .. __ -
4. a) On the whole, the deg%ee of difficulty due to differences in language 1s/will be.
5. a) On the whole, the dagree of difficulty due to differeaces in the level of economic

development 1S/Will D& L.iuiieeiinnneiinrnrennesancsosatcsenaanssnronansssas seane
6. a) On the whole, the degree of difficulty due to differences in ways of doing

business 1s/will be ... oiiiiuiiiiniiiirnierirnrtrienencanenrnasonnsscasnsesens —_—
7. a) The amount of competition faced by our exports fs/will be ......ccccicvinieinane -
8. a) On the whole, the degree of difficulty caused by packaging and labelling

laws is/will be .....c..ve.e vecenssessvscaas -
9. a) "On the whole, the degree of dihfficu)ty caused by health and safety laws is/will be —_—
10. a) On the whole, the degree of difﬂo(ult\y caused by import quotas is/will be ......
11, a) The annual growth rate of the market for our‘ exports 18/will be....c.ceveecnenns -
12, a) The degree of demand fluctuation from year to year is/will be cocouvrrunnnnnnnn.
13. a) On the whole, cbtaining distribution for our exports 1s/wi11 be ..ooiiiiennnn
14, a) The market size for ocur exports 1S/will be......coiviiieesieirnnnnnnnan teesanans
15. a) On the whole tariff reguiations are/will be ........ Ceeveneen :

16. a) Compared to our domestic market the distribution systen f‘or our exports 1s/\ml be

CARICOM )

FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE GARD
PRESENTED TC YOU

3. b) On the whole,the degree of difficulty due to physical distance is/will be . . .
4. B) On the whole, the degree of difficulty due to differences in lahguage is/will be.

S. ®) On the whole, the degree of difficulty due to differences in the level of -economic
Mlopﬂl‘lt 15/"“1 b' 00600 0000 E PN ITB VPP T CaI9dR 00 TNcReleatensIREsGOIRTIERTSS

6. b) On the whole, the degree of difficulty due to differences {n uqys of doing
business 1S/will DR (.ecseurascenronsancesonssacnctsncasssens

7. "2 The amount of competition faced by our exports is/will be ....... ceecsenisniags

8. b) On the whole, “the degree of difficulty caused by packaging and memng
Taws 18/WIl1 D@ tccuvriiriirininninraraceraosseracecscessancansorsssssaassonsres

9. b). 0n the whole, the degree of difficulty caused by health and safety laws is/wiTl be .
10. b) o the whole, the degree of difficulty caused by import quotas is/will be ......~
11. B) The annual growth rate of the market for our exports is/will be......ceviresnnn.
12. b) The degree of demand fluctuation from year to year is/will be .........
13. B) 0n the whole, obtaining distribution for our exports 1s/will be .u.evvvecrensens
14.b) The market size for our exports is/will be......... crertvatessrsretierisesearane
15. b) On the whole, tariff regulations are/will D& iiueuisereeqeescncesencisrrsensaes
16. b) Conpared to our domestic market the distribution sys.tu for our exports 1s/w11l be

|l|.l
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3.
4.
5.

7.
8.

10.
1.
12.
13,
14.
15.
16.

3'
4.
s.
6.

7.
8.

9.
‘o.
n.

'
12.

13.
14,
1s.
..

-7- ‘
‘ NORTH AMERICA
FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE CARD
PRESENTED TO YOQU
c) 0On the whole,the degree of difficulty due to p;tysical distance is/will be . . .

¢) On the whole, the degree of difficulty due to differences in language 1s/will be.

c) On the whole, the degree of difficulty due to differences in the level of economic
development fs/will be ...c.ovcnceennnes

c) On the whole, the degree of difficulty due to differences in ways of doing
business IS/will Be .uvveieiiianresniesecssnacasnsossnnssones tessrsavasarsastene

¢) The amount of competition faced by our exports is/will D& ...ieveicovencnnrannss

c) On the whole, the degree of difficulty caused by packaging and Tabelling
Taws is/will e seevecevnnrsonneces

\|

[

ST sE RN INENNENNItNTSETIITERIOEEIBTEOVETIIRIOIOSITRTIOISTTS
———

c) On the whole, the degree of difficulty caused by health and safety laws is/will be ___
c) On the whole, the degree of difficulty caused by import quuti‘:*dsbvﬂl be .icees
¢} The annual growth rate of the market for our exports is/will be.....oceviencnsen
¢} The degree of demand fluctuation from year to year 1s/will be ......
c) On the whole, obtaining distribution for our exports is/will be .....c...c.ucnes
¢) The market-size for our exports 1S/will be..cieieeneresasaconcerssoscncossnacans
c) On the whole, tariff regulations are/will be .....ccceieiicrerannsaencniacnneee
c) Compared to our domestic market the distributfon system for our exports is/will be

e—
——

——
——
-
————

Dl

LATIN:AMERI—CA Loty

FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE CARD
PRESENTED TO YOU

d) On the whale,the degree of difficulty due to physfcal distance 1s/will be ..
d) On the whole, the degree of difficulty due to differences in language is/will be.

d) On the whole, the degree of difficulty due to differences in the level of economic
developmt 1’/"]1 be l..'.l.....ll'.“.lll'........Illl..I..Q‘..0.0..‘..".l.

d) On the whole, the degree of difficulty due to differences in ways of doing
business 18/Will D@ .c.yveveccccnsoncascssrocsssrcassssasvansass ecesesnreacracns

d) The asmount of competition faced by our exports 1S/ will be ..cccnevecirinnncncaes
d) On the whole, the degree of difficulty caused by packaging and labelling

1." {3/'1‘] b. Oo-.:ao--oo-ru-.l"ool..o-‘----------..-ull-.ooocnnl.D..at‘t'.l'

d) On the whole, the degree of difficulty caused by health and safety Taws fs/will be.
d) On the whole, the degree of difficulty caused by import quotas is/will be ......
d) The annual growth rate of the market for our exports 1s/will be..ociacoraccenese
d) The degree of demand fluctuation from year to year is/will be .cececerscanccians
d) On the whole, obtaining distributfon for our exports f$/Will D@ ..ciecccvnccnesne
-d) The market sfze for our exports fs/will be...ccvcreiccninnnianaiiecniniacnane
d) On the whole, tariff regulatfons ape/will be ..cooqcnccicraiancacicnicniainaans
d) Compared to our domestic market the distribution system for cur exports fs/will be ____

|
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We would like some opinions about yourself as a manager of this company.
section also requests some demographic information.

- 8-

SECTION 4

In addition this

In some cases you are requested to circle the

ANy ]

_‘number which most closely reflects your view of yourself as a manager and in others you' are requested
to put an 'X' at the appropriate point in the scale.

[N

T2

v

REFLECTS YOUR VIEW OF YOURSELF AS A MANAGER

PLEASE CIRCLE THE NUMBER WHICH MOST CLOSELY

2.

a)

b)

d)

¢)

How willing are you to enter markets which are
constantly changing?

How willing are you to adopt different
management techniques. and systems?

How willing are you to enter new markets with
relatively little information? -

How willing are you to enter markets where this
company can neither be a total success nor a
complete failure?

How willing are you to enter unfamiliar markets
where the firm is pressed to the limit of its
resources?

PLEASE CIRCLE THE APPROPRIATE NUMBER

a)
b)
c)

d)

*

To me, making thds company a leader
in the industry ia ..ccoovvenacniaaias

To ae, incressing the oversll
prof itability of this company is ......

To me, mnking this company a leader in.
the business coommity is .....2.......

Ta me, incressing the sales growth of = -
this compsny 18 .cccivvvsreeviacsvenass .

¥

w -

N

S 6
LY
5 6
5 5
5 6 .7
5 6

~i

5§ 6
N

5 6

5 6

S 6




PLEASE CIRCLE THE APPROPRIATE KUMBER

i

3. a) My friends are people whose backgrounds and
views are similar to mine....... crssesersiacas

B) The most rewarding organisation a person can
belong to are iocal clubs and crganisations
rather than West Indian or International clubs.

c) Despite all the media coverage, West Indian and
International events are not as interesting
3s events which occur in this island .........

PLACE AN 'X' AT THE APPROPRIATE POINT IN THE SCALE

4, a) On the average how many times . .
per month do you read magazines, 0 12 3-4 5-6 7-T2 13-16 nmore than
Journals or newspapers published  times times times times times Eimes 6 times

outside the {sland?

b) On the average how many times

per year do you travei abroad 0 Once Twice 3-4 5-6 7-8 more than
either on business or on times times times 3 times
holiday? : ]
. . . advanced
5. The stage of formal some completed some completed some tech./ completed university

schoolirg attained is: primary primary secondary secondary yniversity tech./univ. degrees

.

Tess than more than

6. The-age group to which I’ ) ) i _ )
belong is: 25 25-34 35-44 45-54 55- 64 64

7. My place of I;irth is: Africa Asia Latin America North America W. Europe West Indies ggher
~ 2ase

a

8. The title of my present job position is: N

-
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SECTION S

purpose of this section is to collect some information which s specific to your company.

This will enable us to complete our an\lysis.

231

4
1. What distribution system does this company use for its exports?

About what percentage of total executive time is devoted to developing new export markets?

3. About what percentage of total marketing expenses is spent on developing new export markets?

Compaced ta othor-firmg
-in-the Jamoican industry
the production equipment
used in manufacturing our
products {consider both
quantity and quality of
output) Is:

extremely
superior

moderately:
superior

N
moderately _awtremely

slightly
inferior inferior

superior

about the slightly
same inferior

Coapared to other firms
in the Jameican industry
the production techniques
.used in manufacturing
our products (consicer
both the quantity and
.quality of output) fis:

extremely
superior

moderately
superior

&

moderately extremely ~
inferior inferior

slightly
superior

about the slightly
same inferior

—

-6. As part of the totai
operation of this

company exporting is:

extremely
important

very
important

b4 -

qlite somewhat slightly not at all
important important important important important

How likely {s it that
r company would

youuducengs {xports if

demand for your product

increases in the
domestic market?

extremely
likely

moderately
Tikely

N

neither .
slightly 1likely nor slightly moderately extremely
Tikely unlikely unlikely unlikely unlikely

During the five years
prior to 1979 export
sales of our product
line: .

increased
substantially

increased
noderately

increased remained decreased decreased ~ decreased
sTightly the same slightly moderately substantially

Compared to other
firms in the
industry, export
sales of our product
1ine are:

-9.

.extrmly

high

moderately
high

Mo

slignhtly about the slightly moderately extremely
same Tow Tow . . Tow

10. In the financial year

market areas? o

-

8
.

Asia/Africa
sritain
Caricom

Latin America
North America

1979, what percentage of the total dollar volume of exports went to the following

Western Europe other than Brifain

Other

e




11. The percentage of total company 2ssets owned by non-nationals is:

o

J2.

13.

14,

17.

DD
QD
OO

-1 - ;

) . '. ' .
In some cases exporters make agreements (sub-contracts) which guarantee the purchase of their

dutput by overseas retail chains, buying groups, etc., or by overseas manufacturing plants
which require components. In which markets, if any, do you have such agreegents?

! .

{
£ o,

*In some cases 3 company's exports,z'ay be affected by the nature of its ownership or by licensing

agreemepts and in some cases there may be no effect. In what ways, if any, does affiliation
with a parent or sister compsny or licensing agreements affect your exports? -

'exports are not allowed’

exports are disco;;raged :

export ur;zets are assigned ‘

exports are stimulated . N "
~ no effect on exports - -

The percentage of total sales derived from exporting in 1979 was -

in 1978 was

in 1977 was . A

in 1976 was . -

é. v

in 1975 vas =

The snrual sales of this company in 1979 was l ‘ . : o
' ) in 1978 was ' . ’
* -
. in 1977 wes .
* in 1976 was
in 1975 vas ' B

The profits derived from 1979 export sales wers §

' e
H

PLEASE CIRCLE THE APPROPRIATE MUMBER

flow lsportent/would it be for your '
‘company to cess . » '

a) ... st sod consistent growth . . .
'1" .wt riwnty IR R R TR ER A A F RN NN BN . . l z . 3 ‘ 5 s 7
Y and Tonsistent growth - - Y : .
GPOLt SAIBG cccocricraccrasasoracse 1.2 3 4 5 6" 7
¢) . « . stesdy 0¥ consistent growth : - -
" 3n export. TOPULSEION seceicrcesececened’ 1 .2 3 & 5 % ?
(I - o ) . /
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_ﬁ_w your compeny whet are the ehnneu that....
©a) ... stesdy snd consiitent .growth in
' export prefitability would be attained?...

fB) e e staedy and cohsistant growth in .
' export seles would be ettained?...........

*
. .
J €} ... M end consistant growth in
export reputation.sould be attaincd?......
. - . ) .
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SECTION 1

This section of the questionnaire requests some general information about your company. In some
cases we would like you to indicate your response with an 'X' and in other cases we would like you to
fi11 in the blank. _ If this organfsation is a division or a subsidiary, the word 'Compaty' in this
questionnaire referd to this division or subsidiary only. .

1.- This company is: . . .
. . ' . an independent
organisation

—=— a2 division of a fira —— a subsidiary of another firm
(IF A DIVISION OR A SUBSICIARY GO TO QUESTION 3)

2. This company fis:

~—— a sole proprietorship a partnership

a private limited company
(60 TO QUESTION S)

a public company

3. The parent company is: <
Britisml ~— Jamaican/Trinidadian North American
~—— European other Japanese ——. Other (Please specify)
’ than 8ritish : .
4, The parent company is:
—— a sole proprietorship ———— 3 partnership

[ Y
a public company

~——— a private limited company
S. This coapany ms'established in the year \ - ’

6. -The number of fuliytime employees or equivalent' of this company, including managerial and non- 1
managerial personn®_is: ( N : '

7. Compared to other firms in the industry, the nuaber: of our employees who are formally trained (by
equiprent suppliers, technical school, university, etc.,) is:

fuch ‘mdderately slightly about the slightly ‘ moderatély much
wmore more ' more same less less <ess

8. The product line of this company 6 best described as:

‘ - .
[ 3
9. Compared to similar products on the domestic market, the product line of this company has:
very many mny some major 1 or 2 major some minor lor 2minor - no
unique unique unique mique " unique unique unigue
featuyres fcaturgs features featurgs : features features features

|
: . '{
|
i
t

10. Does this'compsny export sny of its products? . L

11. Does this company manufacture any products under -licence agreements? o
*all domestic products P

e BG — some domestic prodt':cts




SECTION 2

ta byl
<o
(=]

we would now Jlike your opinion about certain features of the business environment in the island.
Place an 'X' at the point on each scale which most closely reflects your view.

1. The degree of demand : ' .

fluctuation frem year neither
to year which our extremely wmoderately slightly high nor slightly moderately extremely
product line faces in .high -high shigh Tow Tow ow Tow
the.domestic market. is: ’
2. On the whole obtaining neither
raw materials for this- extremely moderately slightly easy nor slightly moderately extremely
) company is: . difficult difficult difficult ditfficult easy easy easy
< 3. In general obtaining
local transportation neither
for export products extrerely moderately slightly easy nor slightly moderately extremely
- is: . difficult difricult difficult difficult easy easy easy
 ~4. All things considered, neither
shipping products out  gxtremaly moderately s)ightly easy nor slightly moderately extremely
of this country is: difficult difficult’ difficult difficult easy easy easy
5. The amount of
i - competition which . neither ‘
our pygoduct 1ine extremely moderately slightly high nor slightly moderately extremely
faces in the domestic  high high high Tow Tow low Tow
market is: .
6. On the whole the
financial export
services (income tax
reliefs, export credit
{nsurance, etc.) a very a great of very
provided by the govern- extremely great deal deal of of some of Tittle little of no
ment to manufacturers helpful of help help help help help help
are: . .
A 7. On the whole the
managerial export .
services {courses for - : .
exporters,. export - . a very a great of very
advice, etc.) provided extremely great deal déal.of of some of little little of no
by the government to helpfyl of help help help help help help .
manufacturers are: ) , .
8. For the export of ) .
senuf sétured products  a very . somewhat " somewhat a very
the axchenge rate . strong & strong of a " of a8 astrong strong
policy of the . deterrent deterrent deterrent neutral stimulus stimulus stimulus
goverrment is: - 4 .
9. The amual growth rate ° neither . -
of the domestic market extremely moderately slightly, low nor  slightly moderately extremely
for the product line Tow Tow low high" high high high ‘
of this company is: . -
. s neither .
10. In general dur extremely wmoderately slightly easy nor slightly wmoderately extrewely

facilities oeks ° - ditficult difficult difficult difficult easy’ elsy easy
ousrseas commumication . ) S

1. QI the whoie ! i .
attitude of the govern-- completely mostly. = slightly ° . s1ightly wmostly completaly .
ment towards e€xporting positive positive positive neutral negative negative  negative

is: . . . ‘ :

12. The size of the domestic - . ' oefther - ‘
merket for the product extremely moderately sli?ml smll slightly moderately extremely:
1ine of this company is: small ssall . small nor large large large large

, . 3 .
.o . N

7

- .
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SECTION 3

This section {s concerned with your views of exporting and of certain export markets.

1. Assume that there are no foreign market restrictions on or obstac'les to the export of your company s
product line. Assume further that there is a ready export market available for your company's
product 1ine. Complete the statement which follows by- placing an 'X' at the point on each

. descriptive scale which most accurately reflects your view. Remember that you should ignore product
sariot constraints.

* TO BEGIN EXPORTING THIS (EOHPANY WILL FIND IT:

Easy _ . . . . Difficult
: 1 2 3 4 5 . - 6 j
Hanagesble ) . . Unmanageable
» 1T 2 3 ‘ 5 s 7
Troublesomd __ ° : i - Troublefree
1 2 3 s 5 6 7
* Certain ) Uncertain
] 1 2 3 4 s 6 7 _
Comfortable . 4 . ‘ Uncomfortable
12 FE R 5 ) 7
Complex _ . Simple
1 2, 3 4 s 6 b1
Demanding ¢ : . * Undemanding /7
n .2 3 4 5 6 - - 7 :
e
\Poss!blo ) ) " Impossible
¢ 1 2 3 4 5 6 o7
Rugged : oo ! . Smooth
' T2 "3 .4 s 6 7 ,
Attainable . _ ___ Unattainsble

T T e T T T

-




-4 -

Below are some more descriptive scales. At the top of each set we have placed the name of an
export market. With your company's PRODUCT LINE In mind give your immediate imgiressions and feelings
about these export markets by placing an ‘X' at the appropriate point on each scale.

2. d) -
" BRITAIN
Yaluable - . Northless
- 1 2 . 3 . 5 6 7 ,
Unpredictable . . Predictable
. 1 2 3 4 5 § 7
Certain ~ Uncertain
1 2 3 4 5 6 7
Concentrated . Diversified
1 2 3 ] 5 6 7
Permanent Temporary
1 2 3 4 5 6 7
' Unfamiliar Familiar
. 1 2 3 4 5 6 /.
) Dynanmic a - - Static
1 2 3 -4 5 6 7
Unprofitable ; Profitable
- . 2 3 4 5 6 7 '
Exciting ' : Unexciting .
1 2 3 4 5 6 7
Unimportant Important
1 2 3 4 5 6 - 7
. 2. b) ’ CARICOM
Valushie ) " Yorthless \
1 2 3. ] 5 6 1. .
Unpredictable : , Predictable
) R 2 3 ‘ 5 . 6 1 o
Certain ) Uncertain )
1 2 3, 4 s 6 7 -
Concertrated . . . - Diversified
1 2 3° 4 5 6 L1 )
Permanent. : : . Temporary
| 2 3 .4 ] 6 7 ‘
) Unfamiliar - N , . . Familiar
1 2 3 - 4 5 6 7
_ Dynawic ‘ . 4 & Static
B 2 3 $ 5 6 7 .
Unprofitable N ) Profitadle
o 1 2 -3 .4 5 (3 -1
. ’ Exciting ‘ - s : Unexci ting
: oL, ) 2 3 ] . 6 7 I
¥ . Unimgortant Importint
i ’ N 2 3 4 5 6 7 - .
i . ot

4 a

o
& )
L




Keep in mind CURRENT EXPORTS
2. ¢)

- -5-

NORTH AMERICA

Worthléss .

Predictable

Uncertain
LY
“Diversified
Temporary
Familiar
. Static
Profitable
&
. Unexcit*ing

Il;)ortant '

Worthless
Predictable
lharuin.
Diversified '
Temporary
Faniliar

Static
"

Prgfiubh

Unexciting

Valuable
1 2
inpredictable
1 2
Certain
1 2
Concentrated
1 2
Permanent
1 2
tnfamiliar
1 2
Dynamic
1 2.
Unprofitable
: 1 2
Exciting
. B 1 2
Unimportant ___ -
1 2
2. d)
Valyable
1 2
Unpredictable
1 2
Certain
1 2
Concentrated
1 2
Permanent
) 1 2
, Unfaailiar \
1 2
Oynamic
- 1 2 -
Unprdﬁtablc
. 1 2
Exciting
1 2
Unfportant '

4 5

4 5

4 5

4 5

4 5

4 5

s 5

4 5

4 5,

s 5
LATIN AMERICA
© 4 5

4 s

4 5

‘ 5

4 s

4 5

4 5

4 5

4 5

——




- A a) On the whole, the degree of difficulty due to differences in language will be,.

PaNy!
s

-6 -

Presented below are different export market characteristics. From-the card presented please choose
the descridtion which best represents your view of each characteristic. Evaluate each market for the

potential effect of the different charactaeristics on your company's PROOUCT LINE, The name of the
export market is listed at the top of each set of characteristics. .

.
~ . RN

, BRITAIN

FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE CARD
PRESENTED TO YOU

3. a) On the whole,the degree of difficulty due to physical distance will be

5. a) On the whole, the degree of difficuity due to differences in the level of economic

development will Bou.c.creiiecieenientiiiiuainniinesetassrngencerssssesennnss .
§. a) On the whole, the degree of difficuity due to differences in ways of doing

business will be.......civvnveincicvrnnrenenes veecsaersas ercsrscensansanse veanaa
7. a) The amount of competition faced by our exports will be......ocoveeens

8. a} On the whole, the degree of difficulty caused by packaging and labeiling

L - .
9. a) On the whole, the degree of difficuity caused by health and safety Taws will be..
10. a) On the whole, the degree of difffculty caused by import quotas will be..........
11. a) The annual growth rate of the market for our exports will de........... cerveenes
12. a) The degree of demand fluctuation from year t0 year will Be.ceeerveerenercnsncnne
13. a) On the whole, obtaining distribution for our éxports will be....,...eeeuee.nn.. .
14, a) The market size for our exports Will De....c.uvevrcecescorrcrenrosevsceescans
15. a) On whele, tariff regulations Will De.....ceceivecernenenisarsorerocnsoeionene
16. a) C red to our domestic market the distribution system for our exports will be,

|-H'Il||||||.i

CARICOM

e

FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE" NUH&R FROM THE CARD -
PRESENTED TO YOU i

3. l!)-On the moie.thg'tiogm of ‘difficulty due to physical distance will Beerro o o
4. b) On the whole,the degree of diffiwltf due to differences in language will be ...
5. b) n the whole, the degrse of difficulty due to differences in the level oi' economic

~ development will be......... teerceattecarane reaanns teecteseatncnatsterrrannanane
6. b) On the whole, the degree of difficulty due to differences in ways of doiug
business wili DO, tee turiiieriiorienniecarinusniaceneierananiines

7. b) Tne amount of competition faced by our eXPOrtS Wil D8evvar veivtonensssannransas
8. b) On the whole, the degree of difficulty caused by packaging and labelling

]m w"1 5.'!0 R A A L A R LR T -o..-n.nooc.-.o-.o-u. Csvesne

9. B) On the whole, the degree of difficulty caused by hexlth and safety laws will be..
10. b) 0n the whole, the degree of difficulty caused by import quotas will be.... ......
11. b) Yhe annual growth rate of the market for our exports Will De.. ...ceoveererionss
12. D) The degree of demand fluctuation from year t0 year will Be... coeeuerreevenannas

13. b) On the whole, obtaining distribution for our exports will Be. et ceeeiiaeninaanns
14. b) The market $i2e fOr our expOrts Will Do.su.cececerececasonsssesscsanssonsesesses
15, b) On the whole, tariff regulations will De....ceceereieenreverencrsnecnesensoones
16. b) Compared to’our domestic market the distribution system for our exportswill be..

a \'

'1t|_l-||||,l'l,l'l. |




o 241

NORTH AMERICA
FOR EACH RESPONSE CHOOSE THE APPROPRIATE DESCRIPTIVE NUMBER FROM THE CARD
_ PRESENTED TG YOU
3. ¢} On the whole, the deg{ee of difficulty due to physical distance will be..... . .
4, ¢c) On the whole, the degree of difficulty due to differences in language will be. .

5. ¢) On the whole, the degree of difficulty due to differences in the level of economic
“Y!lopmt '1]] N ....'-...l...'...‘l.....!.0.....0.."'....IOI......IQI.‘...‘

6. ¢} On the whole, the degree of difficulty due to differences in ways of doing

businass 'il‘ b‘ I...l.l‘..lll‘....l.'..'-C..l..'l.l.....-COI"'..“U....IQ'.O.'.
7. ¢) The amount of competition faced by our exports will be.---......................
8. ¢) On the whole, the degree of difficulty caused by packaging and hbening

‘m "i‘] be .c-oooo.ou-!l-..-.o.-oo.-a-n.cnn.---c.a-.o-.oo-o-.--nnvo---.o.o---o

9, ¢) -On the whole, the degree of difficulty caused by health and safety laws will be.
10. .¢) On the whole, the degree of difficulty caused by import quotas will be ........."
11. ¢) The annual growth rate of the market for our exports will be.
1t ¢) The degree of demand fluctuation from year to year will D& veve.iresereecrsannen
13. ¢) On the whole, obtaining distribution for our exports will be ..........
14, ¢) The market. stze fog our exports Will D verviiieiiiiiiiiniancioisnnicienrcnnnns
15. c) On the whole, tariff regulations will D@ cecieccecececcrercececcessssssosscscace

16. ¢} Compared to our domestic market the distribution system for our exports will be.
. ~ ~

| |

T

LATIN AMERICA =~ ~— .

FOR EACH RESPONSE CHOOSE THE APPROPRIA'TE DESCRIPTIVE NUMBER FROM THE CARD ) .
PRESENTED TO YOU

-

3. d) On the whole,the degree of difficulty due to physial distance will be evesas o
4, d) On the whole, the degree of difficulty due to differences in lan ageuin be...

5. d) On the whole, the degree of difficulty due-to differences in the level of economic
- a“wt ”11‘ b..... '.....'..........O‘I..'I.Illl.lll.ll.‘.I....'.-......."

6. d) On the whole, the degree of difficulty due to differences in ways of. doing

B bmimsW'l]‘ b..l'. !0.-...'0'.'..0.!_‘.0.....gl'C..l..'.l.l0?0"0.0"0.1.00'0.‘1‘! ~
- 7. d” m mt‘ of mtitim f‘ced b, wr “wm .will M LX) ...‘..........'..'::;7
8. d) On the whole, the dogrec of difficulty caused by packaging'and labelling

Taws will be.... T

9. ﬁ\ On the whole, the degree of difficulty caused by health and safecy lm will be.

10. ¢)- 0n the whole, the degree of difftculty saused by fmport quotss i | P

‘1. d) The shnual growth-rate of thcurktt for our expom will be cu.iveccconsccnrsa

12, d) The degree of demand ﬂuct.uation fro- year to' yurwﬂ'l DRecee varenroacenaonsren

13.°d) On the whole, obtaining distribution fér our ixports will beyieecnceiennnniones

14.°d) The market size for our expOrts WilT DRecs cosocsecectosscncennrccccosvancasssnes - X
15. d) On the whole, tariff requlations wijl DR.vree sesociacnsonsronssnnecsnertnrstopes ot T

" 16, d) Cowpared to our domestc market the dfstribstion systes for our gxports will be-.: '

2

\ . . - . . . .
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) SECTION 4

We would like some opinfons about yourself as'a manager of this company. In additicn this
,section also requests some demographic information. In some cases you are requested to circle the
. Mumber which most closely reflects your view of yourself as a manager and in others you are requested
to put an ‘X' at the appropriate point in the scale. o

PLEASE CIRCLE THE NUMBER WHICH MOST CLOSELY
AEFLECTS YOUR YIEW OF YOURSELF AS A MANAGER

1. a) How willing are you to enter markets which are )
constantly charging? 1 2 3 4 .S 6 7

b) How willing are you to adopt different : o~ L
i\ management techniques and systems? 1 2 k] 4 5 6 7

¢) How willing are you to enter new markets with )
’ relatively little Information? S 3 4 ] § *7

d) How willing are you to enter imarkets where this
company can nejther be a total success nor.a .
© complete fajlure? 1 2 3 4§ 5 s .7

¢} How wiiling are you to enter unfamiliar markets
. where the firm is pressed to the limit of its . .
" resources? 1 2 3 4 5 6

~-d

PLEASE CIRCLE THE APPROPRIATE NUMBER

. - , : .
a) To ®c, making this compony a leader .
) in th; imtry i. On.otnonoctok:'u..oooo . 1 2 3 ‘ s 6 7

- b) To me, incressing the oversll v . '
el . , profitability of this compeny is ...... 1 2 3 4 5 § 7

. " €) To m, miking this company a lesder in ‘ .
RN . . ! wmmt! 1. eeccccrevrnee l ) 2 3 ‘ s ‘ 7

o d) To se, incressing the sales growth of
}“ - m' M 1! seesissesccccsvnssnsncs




- 3. a) My friends -are peop‘le whose Backgrounds and

PLEASE CIRCLE THE APFROPRIATE NIEBER

I3

views are similar to mine.............. evecane

b) The most rewarding organisation a person can
belong to are local clubs and arganisations
rather than West indian or International clubs.

c) Despite all the media coverage, West Indian and
International events ars not as interesting
as events which occur fn this island ..........

~.

PLACE AN 'X' AT THE APPROPRIATE POIRY IN THE SCAL.E

4. a) On the average how mny times

-

per month do you read magazines, 0 132 3-45-6 7-12 13-16 more than
Journals or newspapers pub'lished times times times times times Yimes 16 times

outside the 1sland? »
b): On the average how many times
per year do you travei sbroad 0" Once Twice 3-4 §-6 7-8 wmore than
either on business or on . times times tioes 8 times
holiday? )
e - : ‘ advanced .
5. The stage of formal some completed  some completed some tech./ completed  university
schooling astained is:  primary primary secondary secontlary university tech./univ. degrees
ot o '-}"°"" owten 1T TSI L s UL R e

7. My place of birth is:. Africa Asfa Latin America North Amerfca W. Europe West Indies gf".her
ease
- . * . . L Spec‘lfy

8. The title of my present job position is: ' : =

—t
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SECTION S

- The purpose of this secticn is ¢0 collect some information which is specific to your company.
This will enable us to complete our analysis. ~ &

~
1. Coagared ta gther.firmg
in-the Jameican industry
the. production equipment
used in manufacturing our
products (consider both extremely moderately slightly about the slightly moderately extremely
quantity and quality of superior superior superior -same inferior inferior inferior
- output) 1s: pa

2. Compared .to other firms
in the Jamaican industry
the production techniques ' y
used in manufacturing
our products {consider extremely moderately slightly about the slightly moderately extremely
both the quantity and superior superior superior same inferior inferior  inferior:
quality of output) {s: ) :

~

3. The percentage of total company assets owned by nop-nationals is:

4: In some cases a company's potential export activities may be affected by the nature of {ts
ownership or by licensing agreements and in some cases there may be no effect. In what ways,
if ahy.c?!oes affiliation with a parent company or 1icensing agreements affect your potential -
exports . ) :

B exports are not allowed '~

exports are discouraged

export markets are assigned

exports are stimlfted ~
no effect on exports )

S
-~

S. The current annual sales of this company is:

S.

PLEASE CIRCLE THE APPROPRIATE NUMBER -

>

Hou important would it be for your
company to heve ....

a) ... . stesdy and consistent growth

in export profitebility eeeeeeeeeceecenns 1 2 3 4 s 6 7
b) . . . stesdy and coneistent growth ' .

in export seles .ec.cveccececcocinsacncns 1 2 3 4 ] 6 7'
¢} . . . stesdy sad consistent growth '

lﬂ w t‘wt‘tim seoscssvrecsesveeve ‘ z 3 4 5 6 7

. .




7.

PLEASE CIRCLE THE APPROPRIATE NUMBER

I

.

For your company vhat ars the chances that....

a) . .. steady and consiitent growth in
export profitsbility would be attained?... 1

b) . . . steady and consistent growth in export
export sales vould be attained?........... !

¢ ... steady ond consistent growth in
export reputation would be attained?......

ey g

‘e




Responses to Section'3, questions 3 to 16

_QUESTIONS 3 - 12 QUESTION 13
'Extremely low ’ Extremely difficult

— ——

. Moderately low ) Moderately dJ.fflcult

——— -

Slightly "low . Shghtly diff‘icult

. ———— e — - 0 ——

—

Neither high nor low .. Neither easy nor difficult _ (4)
_Slightly hich __ . (5) _ Slightly easy

.,_Hoderately hlgh o Moderately easy
_“_Extremely hz.gh ) 1) | ___ Extremely easy

QUESTION , QUESTION 15

__Extremely small '__. _ . , : _A very stfqng_ deterrent

____ ___l@_o_d_grately small .2} __Astrong deterrent

. .5}5:9"_'?-1)' 3"“1_! el .25 Somevhat of a doterrent

— Neither small nor. . .' . .. Neutral - .

... Slightly large S Soaevhatﬂof a stimulus
_Moderately laxge . . ____A strong stimulus
| -*____Extrmly large . "\ A very strong .sli'iﬂlua

4 e e = - ——

- ———— - - v mamae - - —

— - — g

Identical " (1)
Slightly different (2)
Somevhet different (3)

Moderately different  (8)
_ Quite different ' (s),

" Vety different S ~(6)’

~

*Completely different _  (7)
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APPENDIX V -
o > .
MEANS AU STANDARD IEVIATION OF VARIABLES

X ALL FINSS (A)

“"
Oonstruct " Variable © Units  Mean Median Std. Deviation

‘ : ' Export Market  -Favourable o )
Market - =77 42 43 . 1.2
«gr—:  -Favourable '
: Distribution -7 5.2 5.2 1.2
Enviromment . -Tariff =7 4.6 4.5 - 1.3
1. - . Non-Tariff. = 1-¥ ° 5.9 6.0 1.1
A« .o I ~Physical : Lo~ -
- - T~ Distance 1-7 5.3 . 5.7 1.5
‘ . ; * =psychological C T - |
. Dism ‘ ,‘7 N 5.? 6.1 ) 100
: Management - , . v
J .haracteristics -age . 1-6 3.8 3.9 1.0
s ) ¢ X . . ’ '
l/ - hd -ﬁmim N 1-7 Si 1: -5.4 ' . L] 1
r‘ . - .
/ ~Comopolitanism 1-7 4.3 4.4 1.1
r : _' ) .
| , ¢Aspirations 7. 6.5 6.7 .8
' /" o ' o . -Willingness to - ‘ '
¥ j .« .+ . 7rake Rigke =7 45 44 L
4- f > Domestic ' '
‘ Enwiromment s
- R =7 3.8 3.8 1.3
(; 1"'73 109 . 1.5 1-3
k ~ T 45 48 1.3,
, T 4 a3 14
g < " % . .
* 1-7 4.6 ‘07 . 1.3
5 '. 'l ’ ( ; . 9 . ‘
o us
a ?‘ °. ! ,— L4 ‘..'. < L)
. . . e




Onits - Mean ' Medjan  Std. Deviation

$000,000 3 1.59 4.3
Employees 93 54. . 12

13.4 11.8 -

~Foreign
~ Ownership 16.2
-Product .
Uniqueness , 4.3

-Technology 4.9
Market ' Market

Attractiveness  Attractive- - 5.2
ness

_ Capability Capability 4.3

Risks =T © 19,5

EXPORTERS QY (B)
~Favoursble '
Market

4.3

5.3
4.7

6.2
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Oonstruct Variable Units ' Mean  Median Std. Deviation
| -Aspirations  1-7 M 6.6 6.7 .7
~Willingness -
: To Take
7 Risks- 1-7 7 45 1.2
Damestic Market - ,
Environment Conditions 1-7 4 4 - 1.3
-Raw Mate- c
rials 1=7 1.9 1.4 1.3
) -Exchange ‘
Rate . 4=5 4.6 1.2 1.3
—Gov,t. Export
Policy -7 4.3 4.2 1.4
-Infrastruc- : o
ture 17 4.5 4.7 1.4
Pim N - k]
2 Characteristics -Size $000,000 3.5 1.8 4.4
Employees 108 66 118
-Age s 13.4 12 7.8 ‘
-Foreign Owner- . : .
 ship % 19.6 21 36.1
~Product Uni- . ‘ o
4 w .1-7 ‘o‘ 4.‘ ‘e "_.. 2
—Technology ~ 1-7 6.2 . 5.2 1.0
. ~Time Bxporting ' ¥rs 7.3 6.2 5.7
' —Export Stime- 3 o
. . lus 1-2 1.6 7 1.64 .5
, Attractiveness - Attrpcti -7 5.3 5.4 8
S Capability = .- €apebiiity =7 A5 46 1.1
: \ © Belations Ralations . =2 . 19 1.9 -3

B g A N S A N
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Construct Variable ' Units = Mean  Median  Std. Deviation
. Export -Export : )
Restraint Restraint 1-5 . 4.4 4.8 9. ¢ F
' Perceived Risks  Perceived
Risks 1-49 18.8 16.1 8.2
Export Commit- !::b(por,t Commit- o
ment ment % 18.5 15.8 1.4
Export Per- Export Per- o .
formance formance . % 26.7 22 21.8
NON-EXPORTERS ONLY (C) !
Export Market h - =Favourable
voe * mket ' ’. 1-7 400 402 102
. Dj.str' ution 1=7 5.0 5.0 1.3 #
Export Market  ~Tariff 1-7 4.6 4.6 1.1
Enviroment - :
Sonfariff  1-7 5.5 5.5 1.1
~Physical :
-Psychological . \ {
Distance 1-7 5.8 5.9 1.0
- Management ‘
Characteristics ~Age A6 3.6 3.7 1
" ~-Bducation 1-7 4.8 5 1.4
, .
~Coamopol i- '
P min 1-7 . 3‘8 3.8 1&2
. . . ¢
;Aspiratiom 1=7 6.4 6.7 1 !
~#illingness '
.m m - ". . ’ L
| . Risks -7 4.2 4.2 1
Domestic Market : ‘ :
* Bnvironment Condi tions <7 35 3.3 2




4
! : Construct Variable ‘Units  Mean  Median  Std. Deviation
A ~-Exchange Rate , e
Policy 1=7 4.4 | 4.8 1.4
! -Government
v : Export Policy 1-7 4.6 4.5 1.3
, ‘ -Infrastruc- : | .
. 7 t\.lre 1-7 4-8 4.8 1.3
J . rifn |
_ Characteristics -Size $000,000 2.4 .76 4.2
» Employees 62 29 93
-Age Yrs 13.5  10.8 9.1
~Foreign Owner- -
ship - | % 9.5 .1 25.5
T ~Product Uni- .
m - ! 1—7 4.2 N 401 2.2
- ~Techrology ~ 17 4.4 42 .9
. Attractiveness Attractiveness 1-7 4.4 4.3 .8
: Export - ~Export ]
4 Capability . Capability 1=7 « 4.0 4.3 1.2
- " Perceived ~Perceived — ) .
i ‘ . L)
: . ( .‘ .-h‘
[ \
" ’ \: . L] *
) -
o
, . hd A ,
| T \ '
‘ a ' ‘/ ' .
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APPENDIX VI

N ' RELIABILITY ASSESSMENT

\
Reliability, the extent to which a me)sure gives the’h
same results on repeated trials, is dne aspect of validity;
the latter concerns the extent to which an 1nstrument mea-
sures what it is intended to measure.! Thus, in order to
ensure the validity of a scale and consequently the validity
of a theoretical model, the measures used in the scale must
also be reiaible. "Fpr this'reasonqthe validation of re-
o | . search model requires an assessment of the reliability of
the measures employed. _ ;‘
For the purposes of this research, two methods of mea-
suring reliahjlity, the Split-Half and the Internal an-
sistency methods, were possible. Other measureaiof reliaﬁi-
iity sudh as  the Test-Retest‘and the methdd<of'A1terna¥e
Forms were easily eliminated fron serious considerati
since they both arequire repetitlon aof the measuri*g
process. The Split-aalf method was also rejected since tw
method of dividing the 1tens in the scale (for example tdp

, .
half-bottom half or cdd-evan) 1nfluences the magnitude of

1 Edward G. Carmines and Richard A. Zeller, 'Reliability-
and Validity Assessment"”., .

uantitative A lications )
Beverly HIills anaf London:

"ppo11-13,0




" : | A 3
/’the rel:‘.abili't:y.coeffici.eni:\?2 Purthermore, scale splitting
was nlgt very pra,cticable‘ because for many of the sca'le;,'the
number of items were too few. For tﬁgse reasons the method
of internal consistency, Cronbach's ©¢, was used to assess
reliability. ' ) ‘ ‘ |
Tﬁe size of coefficient a-l‘phaQS a function of the mean
interitem correlation of the scale as we‘il‘ as the number of
iten;s in the scale. ' It is possible, therefore, to improve

the reliability 6f a scale by. increasing the number of

items, provided that the additional items do not cause"a

droé in the interitem‘co_rrelation. Because of thg impbr-
tance ;of this correlation ‘comp’onent in the assessment of
reliability, the method of: Inte;nal Consi'stenéy (and the
; _* other, measures ::f reliability mentioned .in this s;ctioﬁ)
| ;hould oqu be psed with iytems' drawn from the samé popula-
*  tion or domain.3 : | _' ’ ”
'i‘he‘ﬁreliabilit‘ies presented 1;1 Table 1 aré fc;l." thos’e
scales where the .items which measuig a particular chéractvsr—

- ' istic or concept belong to the same domain. Por the total

sample of 119 firms, the geliabilities range from .53 for *
Cosmopolitanism to .90 fqr\ercei’ved_ Risk. ° Por the,s\anipl_e
. of exporters the'feli}ﬁilit’ies range from .41 for éosmopoli—

tanism to .90 for Per::eived Risk. !;,eliabilitios below .60

are generally conéidgred to be weak, so that the mhjority of

( these scales are fairly reliable.
3 , 2 1bidy p. 44.
',‘ . ’ - - ’ - N o -
e 3 Jum C. Nunnally, Psychometric Theory, Wew York: McGraw-

HEill, 1978, p. 246. v

Al . . ’ ¢




. TABLE 1

RELIABILITY COEFFICIENTS (CRONBACH(X )

Construct

Number

Reliability
\\SLA of Items _
’ 7 All Exporters
/- o , N
Management Aspirations 4 .64 .51
Characteristics Cosmopplitanism 5 .53 .41
Willingness to ;
. Take Risks 4 .59 .62
Firm ,

‘ Characteristics Technology 3 . .69 .67
Domestic Government Export . <
Environment T Policy# 3 .64 .62
Export ) Export Capability : "4
Capability . 10 -89 .88
Perceived . * Perceived “Risks \

Risks 2 i 3 .90 .90
Commitment Commitment* -, 2 .56

* Calculated by hand because of computer programme

limitations.

Ed

The formula used was:

b = N?/[i + P(N - 1)]

where N = number of .items

~
Led

—
P = mean interitem correlation

.

Source:

Edward G. Carmines and Richard A.

Zeller,

*"Reliability and validity Assessment.”

EAN)
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No reliapiiitiés are reported for other multi-item

scales, used in this research. Por"these scales, the.

. selected items are from different domains or populations.

One set cqncerfns tl'{é measures which rel'ate to the Export
Market and the Export Matkgt.;Environment constructs. In
each case  the variabieg which make up the constructs are
weighted averages, of the equivalent variibles, from each of
the four digparate geographical markets used in this
research. _‘ .e' . |
The other set concerns the Domestic Envifonment con-
struct and the evaluation offdifferent aspects of tpe Domes-
tic Market and Favourable Infrasfructure. 1In the initial
stages of the research . these two variables were thought to

. » “ b «
be unidimenstonal but further examination of these concepts

revealed no sound theoretical support for this notion. For

example, in"measuriné Favourable Infrastructure, there is no

- rgasbnwﬁB expect the perceived difficulty of obtaining local

transportation,.or of shipping products overseas, or of com-
municating abroad to correlate. Very much the same can be

said for the items, degree of demand fluctuation, combeﬁiti-

veness'and size, which make up the Domestic Market.

]
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