Chapter 2

Literature Review

2.1 Introduction

The objective of this chapter is to review thesérg marketing literature
to show the relevance and significance of the rekequestion outlined in Chapter
One. The literature review focuses on the thexmkfoundations of the issues being
studied to draw and consolidate related knowledgeta formulate a model which
depicts the manner in which perceived gaps of éxpamotion programs influences
the export performance of firms. The chapter aBows that current research on
export promotion, export performance, and exportketing strategy has not yet
adequately explored the context of satisfactionhwispect to export promotion
programs. The chapter discusses the literatureinternationalization, export
problems, export marketing strategy, export prooroand export performance. The
impact of export marketing strategy and export tam on export performance will

also be discussed in detail.

2.2 Internationalization Theory

2.2.1 Internationalization Process

Internationalization is the product of a seriesiméremental decisions
(Johanson and Vahlne 19770he internationalization of a firm can be interpeeis
incremental planned evolution interrupted by epésodf rapid internationalization
(Kutschker and Baurle 1997). Exporting refersh®s inarketing of goods and services
outside the home markets, and it can be a way fomato achieve growth, profits,
and market diversification (Cavusgil 1980). Intianalization describes the process
by which organizations increase their awarenesth@fimportance of international

activities and become involved in operations acneas8onal borders (Welch and
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Luostarinen 1988). This process has often beemativinto sequential stages of
gradual development over a long period of time {(M&b92).

Internationalization processes can be defined asattivities associated
with any increase in the international involvemeht firm (Welch and Luostarinen
1988). This increase can be related to three dsioes derived from the international
fingerprint of the firm: the number and geograptidtural distance of foreign
markets, the extent of value-added that occurdh@sd markets and the degree of
integration of activities across these markets @Webhnd Luostarinen 1988).
Internationalization processes can occur at arvidaal level, they can occur at the
level of groups or departments, on the level ofteole division or even the whole
corporation (Kutschker and Baurle 1997).

As a consequence, a firm can become more intenadtif it enters new
markets, if it further extends its activities iniging markets and if it further
integrates its international activities (Kutschkemd Baurle 1997). The
internationalization process often creates manalgdiiemmas for organizations in
terms of strategic, structural, and human resogt@nges. There are also strong
interactions among these dilemmas. Firms thatahte to resolve these dilemmas,
while considering their interactions, can become ransuccessful via their
internationalization process (Lam and White 1999).

The degree of internationalization can be meashye(l) foreign sales as
a percentage of total sales, (2) the percentatjeedirm employees who spends over
50% of their time on international activities, af¥) the geographic scope of sales in
the regions of increasing distance from domesticketa (Reuber and Fischer 1997).
Kutschker and Baurle (1997) also identified foumdnsions of internationalization.
They proposed that most strategic internationabmamoves can be traced back to:
(1) number and geographic—culture distance of camt (2) value-added, (3)
integration, and (4) time. The delay after startim obtaining foreign sales and the
use of foreign partners, and the number of strateartners of the firm, are associated
with a higher degree of internationalization (Reudred Fischer 1997).

There are two popular general models used mosh dtieexplain the
internationalization process: The Uppsala inteomafization process model
(Johanson and Vahlne 1977, 1990; Johanson and Whede-Paul 1975), and the



17

Innovative-related internationalization model (B¥kand Tesar 1977; Cavusgil 1980;
Cavusgil, Shaoming Zou, and Naidu 1993; Czinkoi82] Reid 1981).

2.2.1.1 The Uppsala internationalization process nael (Johanson and
Vahlne 1977, 1990; Johanson and Wiedersheim-P&iH)19

This model describes how firms go through sdvergical stages of
increasing international commitment by gradual &iton of foreign market
knowledge. The model implies four different modafs gradually entering the
international market, where the successive staggsesent higher degrees of
international involvement: (1) no regular exporti\@) ad hoc or active exporting via
independent representatives; (3) establishmem ofvarseas sales subsidiary through
either licensing or joint venture; and finally Jl commitment of foreign processing
and production.

In the model, firms are also hypothesized to rermew markets
characterized by psychic distance with the homentgdthat is, small differences
between host and home country in terms of cultlmeguage, education, etc.
Internationalization hinges on two aspects: markgtowledge and market
commitment, as measured by the resources comntittddreign markets—market
commitment—and the knowledge about foreign marketssessed by the firm at a
given point of time. The reason for consideringrked commitment is that the
commitment to a market reflects the firm’s percdiepportunities and risk. There is
a direct relationship between knowledge and mas&eimitment. Knowledge can be
considered a resource (or, perhaps preferablymardiion of human resources), and
consequently the better the knowledge about maiket, more valuable are the
resources and the stronger is the commitment tontheket. Anderson (1993)
contends that the model does not explain why amwd the process starts, and the
sequence of states or conditions are not discuss&ihce government export
promotion programs are designed to encourage firm&rnational endeavors
(Czinkota and Ricks 1981), such government pokcystrumental to the conception

of a firm’s internationalization process.
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2.2.1.2 Innovative-related internationalization moe|

This model is built on the concepts of the Uppsataiel and describes the
internationalization process in terms of adoptingovation. It differs from the
Uppsala model by considering the source of theainimternationalization decision.
The model describes internationalization as anemental sequence of market-
targeting innovations within the firm, evolving sily as the firm gradually acquires
relevant knowledge and experience (Bilkey and T&8ai7; Cavusgil 1980; Cavusgil
et al. 1993; Czinkota 1982; Reid 1981). Various reseaipropose differences in
the number of stages in the process, from fourixcstmges (Cavusgil 1980; Crick
1995; Rao 1990; Sharkey, Lim, and Kim 1989All versions of the stages of
internationalization use the concept of the innmvatdoption process as the basic
understanding of the internationalization proce3$ey all have the common view
that the decision of a firm to become internatibnedvolved is a gradual one, which

can be further subdivided.

2.2.2 Export involvement process

Growing evidence suggests that firms pass throegkral stages on the
way to becoming actively involved in export actvit Export involvement refers to
the stages of export development of a firm. Ihfkienced by firm size and location,
the types of products being sold, market areas fifing and the decision-maker’s
attitude, experience, motivation, and expectati@ikey and Tesar 1977; Cavusgil,
Bilkey, and Tesar 1979; Kedia and Chhokar 19860R&81, 1983; Tesar, George
1975). The first study dealing with the stageexjbort development was conducted
by Bilkey and Tesar (1977), they believed that &irgradually move through six
levels of commitment to exporting ranging from coete unwillingness to export to a
full, large-scale commitment. Piest and Ritsen®#() distinguished three categories
of exports in a study of SMEs in the Netherland$:gxports by coincidence, which
involves exports on an ad hoc basis; (2) produetiased exports, which concentrates
on the company’s existing product line; and (3) arkp based on a marketing
philosophy, which is based on identifying the neetiexport markets. Kotabe and

Czinkota (1992) proposed a five stage model of exipeolvement that was derived
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from the earlier work of Bilkey (1978), Cavusgil9@0), and Czinkota (1982): (1)
partial interest in exporting; (2) exploring ex®ri3) experimental exporter; (4)
experienced exporter with limited scope; and (5esbenced exporter. Moini (1995)
proposed a four-stage model of export developni{éptthe non-exporter, which is a
firm that has never been actively involved in exipgy, (2) the partially interested
exporter which is a firm that shows an export-tesaatio of 10 percent or less and a
decline or no growth in the company's exports otlex last five years; (3) the
growing exporter which is a firm that also has apagt-to-sales ratio of 10 percent or
less, but this volume is higher than the exporunw of five years ago; and (4) the
regular exporter which is a firm that has a curexport-to-sales ratio of more than
10 percent and has increased its exports as asélexf over the last five years.

Czinkota (1996) further proposed a six-stage modelthe export
development process, that starts out with domesgansion and followed by export
awareness, export interest, export trial, expowdlwation, and export adaptation.
Mehran and Moini (1999) adjusted Bilkey’'s (1978%-stage model to be a three-
stage model consisting of non-exporters, occasiex@brters and regular exporters.

The internationalization process and export invwlgat process both
show that export activities of a firm develop thgbua gradual process in which
experience in one stage leads to the next stagdlyfreaching the last stage of global
operations. Progressing from one stage to theiadadsed on a deliberate strategy of
the firm which reflects its organizational and mgexal capabilities. Therefore, the
process cannot be understood clearly without utaleigng the impact of strategy on
the internationalization process. Each speciaget involves coping with different
problems and distinctive needs. The theory alsggests that firms’ gradual
knowledge acquisition leads to international operest

The study reported in this dissertation has beesigded to examine the
impact of firms’ export involvement on its expottagegy that eventually influence
export performance. Therefore, the framework af gtudy is partly built on the
internationalization model. This study employsmationalization theory to explain
export marketing strategy and export performancéhatdifferent stages of firms

export involvement.
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2.3 Exporting Problem Literature

2.3.1 Concept of Exporting Problems

Exporting problems faced by firms play an importaoie in inhibiting
firms to get involved in export activities. Exp@moblems perceived by firms play a
predominant role in explaining their export behawaad the types of assistance they
require (Bilkey and Tesar 1977; Ditehal. 1984). Export promotion programs are
provided by governments, trade associations aner aitganizations to help firms to
overcome the problems of exporting atw encourage export sales to flourish.
(Wheeler 1990). Consequently, it is vital thatidens relating to export promotion
policies are considered cautiously, given theiepbal impact on firms’ performance
and overall national economic welfare (Katsikeas lsilorgan 1994).

Barriers and problems are treated interchangeablgxporting studies
(Kaleka and Katsikeas 1995). Barrier to exportomgsist of all those attitudinal,
structural, operational, and other constraints thadler the firm’s ability to initiate,
develop, or sustain international operations (Léonj L. C. 1995a, p. 31). For many
firms contemplating export market entry, exportkmpwledge and information gaps
create a barrier (Reid 1984) and subsequently diage them from pursuing
exporting as an ongoing activity. Gripsrud (198@)nd that the more experienced
firms are in exporting to a foreign market, the empositive the attitude they would
have toward that market. Therefore, it has beeggested that acquisition of
knowledge through experience from business operaiio a specific overseas market
is the primary means of reducing foreign market emtainty and consequently
becomes a driving force in the internationalizationthe firm (Davidson 1982;
Johanson and Vahlne 1977, 1990). Firms with a hdglgree of international
exposure are generally more able to manage andawerpotential barriers in export
markets. As a firm gains more market experience kanviedge, it gradually gains

positive perceptions of the export market environine
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2.3.2 Types of Exporting Problems

Various classifications of export problems haverbased in studies that
attempt to determine the relative importance of diféerent barriers to entering
exporting. A classification proposed by Leonidd945a) categorized the areas as:
internal-domestic problems, internal-foreign prohde external-domestic problems,
external-foreign problems, and exporting problenegated to level of export
development (Leonidou, L. C. 1995a).

Ramaswamai and Yang (1990) divided barriers to exjppinto four sets:
market knowledge, internal resources constraintgpo® procedures and
environmental barriers. Common problems facednysfare poor knowledge of the
market, unknown market needs, a lack of awareneswallable export assistance
programs, and a lack of appreciation of the poaénalue of exporting. Seringhaus
and Rosson (1990) proposed that three main cagsgofi export barriers exist: (1)
motivational; (2) informational; and (3) operatidm@source-based. Motivational
barriers are mostly faced by companies that cugredd not export, whereas
informational and operational/resource barrierdichfboth non-exporters and those
wanting to expand their overseas activities.

Kedia and Chhokar (1986) stated that the most itapbrinhibitors of
export activity are: (1) knowing how to market oseais, (2) obtaining information on
overseas prospects and markets, (3) knowing foreiggmess practices, (4) knowing
export procedures, (5) pricing for foreign marké&,competing with foreign and US
firms overseas, and (7) dealing with a strong Ulkado

Crick and Chaudhry (2000) found that significanffaetences exist
between groups of firms in particular trade sectiorgelation to their perceived
barriers to both exporting and assistance requingnelhe major barriers common to
the groups were: difficult/slow collection of paymsg abroad, unfavorable exchanged
rate/unconverted currency, and the inability teepffompetitive prices abroad. The
major areas in need of assistance that were contontire groups were: unfavorable
exchanged rate/unconverted currency and lack oémowent assistance/incentives.
This dissertation employs the categories of exposblems proposed by Katsekieas
and Morgan(1994) since they capture all of the contextualdesc which impede
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export operations. They classified export probldmsn the salient literature into
four broad areas: external problems, operationablpms, internal problems, and
informational problems. Each of these categoriexdicated as follows.

2.3.2.1 External Problems

The nature of external problems tends to vary widelm concerns with
both financial and non—financial issues. Finanigslies such as currency devaluation
(Bauerschmidt, Sullivan, and Gillespie 1985; Cavu4§84; Czinkota and Ricks
1983) and the high relative costs of financing etqoAlbaum 1983; Bilkey 1978;
Bodur 1986; Czinkota and Ricks 1983; Keng and Jil@89). Non-financial issues
such as situations of a more regulatory kind likalshg with the bureaucracy within
public agencies (Bodur 1986; Cavusgil 1984; TeGarand Tarleton 1982), a lack of
government support in overcoming export difficidtiéKaynak and Erol 1989;
Kaynak and Kothari 1984; Weaver, K.M. and Pak 198@d national export
promotion programs that are ineffective (Kaynak d&wdhari 1984; Weaver, K.M.
and Pak 1990). These macro-level factors can »afit egainst a backdrop of
international competition (Ditch, Koeglmayr, and #&ler 1990; Gripsrud 1990;
Sullivan 1994; Sullivan and Bauerschmidt 1989; Y,ahgone, and Alden 1992)
which can be extremely hostile, and further congiéd by problems that are
operational in nature.

2.3.2.2 Operational Problems

This problem category tends to be associated wiktroabevel export
activity and includes issues such as the arrayoofptex requirements in the export
documentation process (Albaum 1983; Czinkota arthston 1983; Karafakioglu
1986; Koh 1991) and the payment delays from distais in export markets
(Alexandrides 1971; Rabino 1980). Additional operaal problems may arise from
logistical constraints such as transporting proslunterseas (Alexandrides 1971;
Bilkey 1978; Bodur 1986; Czinkota and Johnston 19B3livan and Bauerschmidt
1989), which can be compounded by the high costsuoh a physical distribution
process (Alexandrides 1971; Bauerschneidal. 1985; Gripsrud 1990; Sullivan and
Bauerschmidt 1989; Yarg al. 1992). Other problems can be more organic inreatu

and can be attributed to the firm’s internal enrimznt.
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2.3.2.3 Internal Problems

Many problems that face the exporter relate diyeicticontrollable issues
within the firm itself. For example, product cosiations such as meeting
importers’ quality standards and establishing thitable design and image for export
markets. Furthermore, other problems can arise fsoor organization of the export
department and a lacking of personnel competertdtainister exporting activities
effectively. A concern which can amplify thesetdatpoints is that firms often
complain of a lack of suitable consulting exper@sailable on which to draw and
develop initiatives for improved export marketingriprmance (Weaver, K.M. and
Pak 1990; Yangt al. 1992).

Other compelling factors that are recognized asrial problems include
the inability to self-finance exports (Albaum 1983ilkey 1978; Keng and Jiuan
1989; Weaver, K.M. and Pak 1990) and the fact tlesision makers often possess
insufficient information about overseas marketsef@ndrides 1971; Bilkey 1978;
Bodur 1986). Although quite fragmented, all thesastitute internal issues within
exporting firms which can play an inhibitory roletheir ongoing export activities. If
an exporting firm has a lack of exposure to salexygort market intelligence, then a
breakdown can occur and a number of informatiogpk tproblems can become
apparent. These are discussed below as the &nhaf exporting problems.

2.3.2.4 Informational Problems

The effective use of relevant, accurate and timefprmation is an
important means of responding to many of the probléaced by exporting firms.
Without the knowledge that this intelligence offemscertainty can develop. Export
market research is a keystone of the effective @tatron of an export market
strategy, and a shortfall of this resource can e€ausjor difficulties for decision
makers in a wide variety of marketing mix areasb@Aim 1983; Bauerschmiedt al.
1985; Czinkota and Ricks 1983; Karafakioglu 198@&nH and Jiuan 1989). In
addition, the analysis and identification of appraje overseas distributors are
critical issues for export marketers, but theyaften cited as problem areas owing in
part to the difficulties that firms have in gathmgyiinformation on such distributors
(Albaum 1983; Bilkey 1978; Karafakioglu 1986; Kaknand Kothari 1984; Rabino
1980). Problems not only occur in eliciting thigarmation, but also arise in the
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transmission of marketing communications with ogass customers (Czinkota and
Johnston 1983; Kaynak and Kothari 1984; Rabino 198his in turn may have a
deleterious impact on promotion efforts in thospak markets (Kaynak and Kothari
1984; Kedia and Chhokar 1986; Keng and Jiuan 1989).

2.3.3 Perceived Export Problems

Many companies are unable to pursue export sagesgjvely because of
perceived problems and obstacles. A major impétusexport development and
success comes from the desire to develop the daiegbirequired to manage
exporting problems (Yangt al. 1992). Given the importance of these areas, it is
critical to explore the perceptions of companiegarding the problems they face in
conducting their export operations. Research ewxielesuggests that management
perceptions of such problems are heavily influenogdontextual factors associated
with the exporting firms (Samiee and Walters 1990)t is this contingency
perspective which forms the basis of this studythat it is an investigation of
management perceptions of exporting problems. Tdentification of their
perceptions can explain export behavior and thesypf assistance they require.
Consequently, the government can support them @come those problems by
providing appropriate assistance.

Several researchers conducted studies on percexgt barriers and the
problems of firms engaged in exporting, and thésdias obtained different lists of
rankings of the problems in terms of their impoc&an These differences are largely
attributed to the context of the studies since teayed widely in terms of geographic
areas, stages of firms in their export developmemg the industries studied
(Czinkota and Ricks 1983).

Seringhaus and Rosson (1990) found three main aa@gsgof export
barriers exist: motivational; informational; and eogtional/resource-based.
Motivational barriers mostly stand in the way ofngmanies that currently do not
export, whereas informational and operational/resmwbarriers afflict both non-

exporters and those expanding their overseas tesivi
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Bilkey and Tesar (1977) noted that serious obssa¢br barriers) to
exporting can be divided into five categories: idiffty in understanding foreign
business practices, different product standards am$umer standards in foreign
countries, difficulty in collecting money from faga markets, difficulty in obtaining
adequate representation in foreign markets, anficudily in obtaining funds
necessary to get started in exporting.

Ramaswamai & Yang (1990) proposed that common prablfaced by
firms in exporting are poor knowledge of the marketknown market needs, a lack
of awareness of available export assistance pragrand a lack of appreciation of the
potential value of exporting. Thus the governmembility to assist exporters and
potential exporters is likely to depend on a bettppreciation of their perceived
barriers.

Katsikeas & Morgan (1994) studied managements’ guions of
exporting problems by identifying a battery of 2¢ert problem items. They are: (1)
insufficient information about overseas marketg; i(f&dequate promotion in export
markets; (3) lack of export marketing research; dificulty in identifying capable
overseas distributors; (5) lack of information arexseas distributors; (6) inefficient
communication with overseas customers; (7) poolityua export packaging; (8)
difficulty in meeting importers’ product quality astdards; (9) poor product design
and style for export markets; (10) high cost ofitzdpo finance exports; (11) inability
to self-finance exports; (12) lack of competitiveicp; (13) strong international
competition; (14) poor organization of firms’ expodepartment; (15) lack of
personnel qualified in exporting; (16) lack of “exfs” in export consulting; (17) high
transport costs, (18) difficulties in transportithg products(s) exported; (19) payment
delays from overseas distributors; (20) lack of@goment assistance in overcoming
export barriers; (21) ineffective national exparbmotion programs; (22) complexity
of export documentation requirements; (23) red tappublic institution; and (24)
insufficient devaluation of the domestic currencyThey employed principal
components analysis to test the dimensionalityhefa4 export problem items. Using
an Eigen value of one or greater as the criter@ongside the scree test, an eight-
factor solution emerged. The eight problem dimamsi in order of variance
explained, have been labeled as follows: (1) infdram/communication with the



26

export market; (2) product adaptation; export pgciconstraints; (3) marketing
organization adaptation; (5) exogenous logisticahstraints; (6) national export
policy; (7) perceived procedural complexity; and ¢@mestic currency devaluation.
They found the relationships between perception®xqforting problems and the
organizational characteristics of firm size andakparket experience.

However, the studies mentioned above were contentdéntify the
problem areas and did not examine the relationddg@fween perceived export
problems and determinants of export performaneaxport performance itself.

This present study adopts perceived the exportl@mub proposed by
Katsikeas and Morgan (1994) as its classificatibiarriers because it captures all
possible dimensions of export problems. Theirdisbarriers was operationalized in
guestionnaire format and extensively pre-tested mafohed in consultation with
industry executives to determine accuracy, relesased clarity of context of the
research questions. Moreover, to overcome thddton of the past research, this
study incorporates the relationship between peeckrxport problems, satisfaction
with governmental export assistance programs aparexyerformance in the study
model. The dissertation examines the importan@ctivities relating to firms’ export
operation as a proxy for the perceived export moisl If a firm gives high
importance for any activity, it means that activisyone of great concern and tended
to be a big problem for the firm. Therefore, anfineeds to be satisfied with the

assistance available to overcome that problem.

2.4 Export Promotion Literature

2.4.1 Definition and Concept of Export Promotion

Export promotion is a governmental policy areagsist businesses in the
private sector with a wide range of services, femply providing information about
current opportunities in the world market to giviegecialized assistance to design
and implement marketing programs and sales campaigroad (UNITEDNATION
2001). The activities are usually carried out gmdvided by governments, trade
associations and other organizations to help fionercome the challenges of export
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marketing (Wheeler 1990). The goal of export prtar activities is to enhance
export performance by improving firms’ capabilitiegsources, and strategies and
overall competitiveness (Czinkota 1996; Diamantdp®et al. 1993; Seringhaus and
Rosson 1990), which in turn, have been demonsttatedprove export performance
(Aaby and Slater 1989; Cavusgil and Zou 1994; Zwdi Stan 1998). All promotional
efforts are based on existing production and ainmatasing the value of foreign
sales by a given target (UNITEDNATION 2001). Moveg Lages and Montgomery
(2005) emphasized that all the benefits providedheyexporting activity encourage
public policy makers to implement export assistapemyrams with the objective of
helping firms improve their strategy and ultimatétyenhance their performance in
the international arena (Lages and Montgomery 200%)owever, Kotabe and
Czinkota’'s (1992) review of the evidence for th&etiveness of export promotion
programs found that:

...in spite of all these reasons speaking in favor of export promotion by
state government, the empirical evidence providing a substantiated rationale for and
information about the effectiveness of export promotion efforts is limited and mixed

(p. 64).

Governments around the world have responded torexpoblems by
developing numerous export promotion programs sssasompanies in dealing with
them. Export barriers perceived by firms play admminant role in explaining their
export behavior and the types of assistance thgyine (Bilkey and Tesar 1977;
Ditch et al. 1984).

The literature review focuses on understandingrétationship between
export promotion programs and firm export perforoean The empirical evaluations
of export promotion programs in developed and dgiah countries are scarce, but

they have slowly unfolded in the literature (Cric®95).
2.4.2 Types of Export Promotion Programs
Reviews of export promotion programs find a varieif types of

assistance provided by governments and other detagmnizations. These are three

general type of areas of export promotion progra(d$: programs that provide
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information such as export market information, neanesearch on foreign markets,
export—marketing seminars, and newsletters; (2yraras that enhance motivation to
export such as seminars, speeches, case studiegh@rdcommunication materials;
and (3) programs that provide operational suppotiuding exporting logistics
training, marketing assistance, trade missiongnftiing support, foreign buyer visits,
providing contacts and regulatory assistance (Diaopuloset al. 1993; Seringhaus
and Rosson 1990).

Lesch, Eshghi, and Eshghi (1990) proposed that réxpoomotion
activities generally comprise (1) export servicegrams (e.g., seminars for potential
exporters, export counseling, how-to-export han#epand export financing) and (2)
market development programs (e.g., disseminatiorsadés leads to local firms,
participation in foreign trade shows, preparatibmarket analysis, and export news
letters) (Lesclet al. 1990). Among the range of export promotion praggaffered,
those most favored by exporters are programs wprckide experiential knowledge

about foreign countries (Reid 1981).

2.4.3 Export Promotion Studies

The export promotion related literature presentdw is divided into two
major groups of studies. The first group focusachow export promotion programs
can be developed. These papers describe how &ogegxport promotion programs
and implicitly offer guidance to export assistapeeviders regarding the allocation of
their resources and the content of their prograise second group of study evaluate
the impact of export promotion programs on experfgrmance. The most relevant
studies are summarized in Table 2.1.

Table 2.1 shows the 14 empirical studies that fexyxtore developing the
export promotion programs and implicitly offer gartte to export assistance
organizations regarding the allocation of theirotgses and the content of their
programs. There are only seven studies that heskiaed the impact of export

promotion programs on firm export performance.
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2.4.3.1 Studies that Suggest How Export Promotionr®grams Can Be
Developed

The following studies found needs of exporting rrand how export
promotion programs could be developed to consishent needs.

Bruning (1995)investigated a set of factors in relation to manage
attitudes, firm characteristics, perceived barriargl export development support
programs in determining export readiness and padoce. A conceptual model is
built linking major factors to export status. Expatatus is composed of three
groups: non-exporters, minor exporters and maj@oders, is the criterion variable
in the discriminant model used in this analysisvolgovernment assistance variables,
program awareness and program importance usingabtgms, are used to determine
the factors that discriminate between firms onlibsis of export status. The results
show that program awareness is very significandistinguishing between non-
exporters, minor and major exporters. Non-and mexporters recognize between
five and six export development programs while majxporters recognize three and
four. This indicates that as firms increase expgréactivities, however, awareness of
governmental export programs decline. Moreoves, ribsults indicate that different
programs are important at different levels of exmiatus. Market development,
direct financial support and research assistancgrams are preferred by firms at all
export status levels. In conclusion, the findirmggygest that while awareness is
inversely related to export status, programs ingra is not.

Czinkota and Ricks (1981) examined the “perceiveeéds and interests
of importers of US goods and compared these with dlsistance requests of
exporting firms. The results show large differebetween exporters’ want from the
government and factors which make US exports mesfulito the foreign customer.
This result indicates that the government can pl@wssistance, by not orienting all
of its efforts in export promotion to simply fuliiig the wishes expressed by US
firms.

Gray (1997studied the senior marketing decision makers iroady multi
industry sample of New Zealand exporting firms ey to profile managers to
improve export promotion program targeting and aféeness by using cluster
analysis. He found that there are homogenous sagnoé senior decision makers
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who involve in international businesses. The tsssliggest that it can devise a valid
typology of senior international marketing managéased on shared attitudes and
common levels of objective management knowledge skilts. This tends to be a

useful method for segmenting international marketmanagers to determine what

sort of educational and export assistance eacktplart group may require.

Table 2.1
Past Empirical Studies on Export Promotion Programs

Main Focus of Study Country Study Analysis
the Study Technique and
Sample Size
Developing the Bruning (1995) Canada Mail Survey 240  Discriminate
export Czinkota and Ricks (1981) USA Mail Survey 168  Descriptive
promotion Gray (1997) New Zealand  Mail Survey 300  Cluster
programs Henry (1996) USA Mail Survey 55 Descriptive
Howard and HerremansUSA Mail Survey 101  Descriptive
(14 out of total  (1988)
21 studies) Ifju and Bush (1994) USA Mail Survey 354  Chi-Square
Kedia and Chhokar (1986) USA Interview 96 Desoript
Kotabe and Czinkota (1992) USA Mail Survey 162  AN®V
Moini (1998) USA Mail Survey 111  MANOVA
Naidu and Rao (1993) USA Mail Survey 777  Chi-Sequar
Naidu, et al. (1997) India Not applicable Not
applicable
Serinhaus and BotschenCanada and Mail Survey 583  t-test
(1991) Austria
Silverman, Castaldi andUSA Mail Survey 115 ANOVA
Sengupta (2002)
Weaver, Berkowitz and Norway Mail Survey 697  Regression
Davies (1998)
Impact of Francis and Collins-Dodd Canada Interview 183 Correlation
export (2004)
promotion Gencturk and Kotabe (2001) USA Mail Survey 162  ANDV
programs on Lages and MontgomeryPortugal Mail Survey 519 SEM
firm export (2005)
performance Marandu (1995) Tanzania Interview 51 Chi-Square
Shamsuddoha (2006) Bangladesh Mail Survey 223  SEM
(7 out of total ~ Singer and Czinkota (1994) USA Mail Survey 89 Clartien
21 studies) and
Logistical
regression
Wilkinson and Brouthers USA Secondary data Correlation
(2000)

Henry (1996)studied new exporter awareness and use of varidbis U

government export assistance services and pulolicati He collected data from 55
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new-to-export firms in Indiana. The results sugdhat US government supported
export promotion services and publications are Ueadly unknown, and when
known, are generally underutilized or not useflihis study suggests that government
should improve export assistance in order to madkeasier for firms to begin
exporting.

Howard and Herremans (1988) examined two questiqa¥: what
successful small business exporters perceived tdhbemost important tasks in
initiating or expanding an exporting program, amjl Wwhat agencies they feel are
most helpful in accomplishing those tasks. Eacthefexecutives in exporting firms
was asked to evaluate 23 different activities mmte of overall importance to their
exporting operations by using a three—point scdlke study found that information
on where the markets are located and how to gotaipiting the product to those
markets are the most important activities involireduccessful exporting.

Ifju and Bush (1994)studied awareness, use, potential use, and the
perceived benefit of export program services amangall hardwood Ilumber
producers in eastern United States. They idedti2é services into five general
groups: importer information, promotion, physicaperting, financial and legal, and
marketing information. They found that companiesehlow awareness about the
financial and legal services and the perceptionsenfefit were particularly high for
services that guarantee payment by foreign buyeasisfer funds from foreign
buyers, and credit information on foreign buyers.

Kedia and Chhokar (198@nhvestigated 17 export promotion programs
with regarding their familiarity, use and benefits the part of both exporters and
non-exporters in Louisiana. The findings indicttat export promotion programs
have been ineffective due to a lacking of famitiadn the part of existing or potential
exporters of the existence or the availabilitytede programs. Small firms who were
aware, the participation rate in the programs vedlser high. Results also indicate
that most firms would have used these programshdfy thad known of their
availability. Large numbers of small and mediuresi firms expect considerable
benefits from some of the programs and are alslngito use them. The findings

suggest that a priority of export promotion efforldsincreasing the awareness of
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existing programs; this can encourage non-expofimgs to export and assist them
to increase their export potential.

Kotabe and Czinkota (199tudied the effectiveness of government
assistance in a mid-western state, the US. Thapdiaa gap between exporters’
priority assistance requirements of firms and teeel of government assistance
allocated to improve the effectiveness. They didi@xport promotion activities into
two major groups: (1) export service programs (sans for potential exporters,
export counseling, how-to-export handbooks and exfaeancing); and (2) market
development programs (dissemination of sales Iéadecal firms, participation in
foreign trade shows, and preparation of marketysisabnd export newsletter). They
classified export involvement into five stages:tiadinterest in exporting, exploring
exports, experimental exporters, experienced egportvith limited scope, and
experienced exporters. They identified the proklémeced by exporters, and the types
of desired assistance varied by stage of exporeldpment. They summarized five
types of export-related problems: (1) logistice.(iarranging transportation; handling
of documentation, and distribution coordination)?) (legal procedure (i.e.,
government red tape, export licensing, and custatg)d(3) servicing exports (i.e.,
repair service, technique service, and providingeWausing); (4) sales promotion
(i.e., advertising, sales effort, and marketingorniation); and (5) foreign market
intelligence (i.e., locating markets and traderretsdons). The results suggest that
logistic-related problems are the area of assistalesired by firms across all stages
of export involvement, followed closely by legalopedure and foreign market
intelligence. They also suggest that the ideratifan of expertise, problems, and
government assistance needs by the export stageh@&l@ngovernment agencies
develop a useful export promotion programs.

Moini (1998) examined the impact of government fiasice programs on
the firms’ export activity in the US state of Wissmn. This study divided firms into
four stages: non-exporters, partially interesteghoebers, growing exporters, and
regular exporters. He found that managers’ awaepé assistance programs varied
by the degree of export involvement of firms. pipaars that many of the assistance
programs fail to reach their targeted firms. It cluded that promoting awareness
of these programs is essential to the succes®girtigrams in increasing these firms’
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export involvement. He also suggested that thera positive association between
managers’ awareness and use of the programs die timdings show that the degree
of effectiveness ratio (a percentage of actualsuderided by the number of those
who are aware of the programs) varied with the elegf firm export involvement.
The programs had a higher effectiveness ratio wetjular exporters, while a low
effectiveness ratio is associated with non-expsrtefhus, to increase the effective
use of the export stimulation programs, the raficugers to awareness is a good
measure of the impact of the program.

Niadu and Rao (1993¥entified the different assistance needed by firms
in different stages of the internationalization gges and proposed strategies to
overcome some of the obstacles. A survey was atedun an industrial Midwestern
US state of a variety of manufacturing businessedifferent size categories. He
classified firms into four groups: non-exporterspert intenders; sporadic exporters;
and regular exporters. The results support théeotion that the perceived needs
regarding export market development, and the hobyaof these needs, differ by the
degree of internationalization of the firm. Thedings suggest that export assistance
programs should be designed and implemented watir thrget groups in mind.

Naidu et al. (1997)proposed that developing firms’ competencies and
resources were the keys to export success. Puigitutions can play a role in
enhancing these competencies through a proactipereassistance and promotion
policy. To develop effective export assistancegpams, it is crucial that firms are
targeted by segments and programs tailored to mieetpecific needs that arise
during the different stages of internationalizatiohhey also developed a conceptual
framework for export development strategy and perémce but did not examine it
empirically.

Seringhaus and Botschen (199d9mparative studied the use and the
usefulness of the export promotion systems of Caradl Austria. The Canadian
system is government-based, while the Austrianegsysiperates in the private sector.
The study’s findings indicated that Austrian expost used more of the export
promotion programs than their Canadian counterparid managers perceived the
Austrian programs as more useful than Canadianrpnogy Their study fell short of
examining the impact the programs had on exporfopeance at the firm level.
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Moreover, their study did not investigate any vioia in needs by users’ stage in
internationalization process.

Silverman, Castaldi and Sengupta (20@8R)died the export assistance
needs of small and medium-sized firms in the Calito environmental technology
industry. They divide firms into two groups: exfgrand non-exporter and identified
each group’s export assistance needs. They fucthssified firms into three stages:
marginal, moderate and heavy. This study’s fingisgowed that export assistance
needs of firms varied across stages. Furthermares fwithout export experience
need necessary information in order to help thewvgrcome external barriers. This
study suggests that export assistance programddsheutailored to the stage of
export development.

Weaver, Berkowitz and Davies (1998gveloped a statistically-based
checklist method to assess the effects of expatadipns on the firms’ profitability.
The aims of the method were to screen candidateggdwernmental assistance,
identify candidates where support would be usefiai consequently more effectively
allocate limited public funds. The results sugghat government assistance should
be oriented to those firms who are more commitbegixport.

2.4.3.2 Studies on the Impact of Export Promotion i®grams on Firms
Export Performance

There are seven studies regarding to relationshepwden export
promotion programs and export performance, alhefrt are reported as follows:

Francis and Collins-Dodd (2004) investigated theysven which export
promotion programs bolster the export competencdeexport activities of small and
medium-sized Canadian high-technology firms. Thsults suggest that using a
greater number of government programs influences dbhievement of export
objectives and export expansion strategies, enhaxjert marketing competencies.
The study also suggests that sporadic and actipergts gain the most from export
promotion programs, while there is little impact the short term for more
experienced international firms. However, limibati of this study is the use of
correlation analysis to find associations amongradted variables. Correlation
analysis does not rule out possible typerror, where the impact may be falsely

attributed to the programs use.
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Gencturk and Kotabe (200jtegrated export involvement and the use of
state export promotion assistance as critical blsaaffecting export performance.
Their model proposed that the usage of export ptmmgrograms could influence
export performance directly as well as indirectiyough firms’ export involvement
which moderates the impact of the usage of expamption programs on a firms’
export performance. Their findings indicated thia@ usage of export promotion
programs only influence two measures of performaeffesiency and competitive
position.

Although the study of Gencturk and Kotabe (200Ih@e comprehensive
than previous studies incorporating export promoiio the model, it ignored other
external and export strategy factors that have eend to be critical to a firm’s
export performance (Bodur 1994; Cavusgil and Zo@41®adsen, T.K. 1987; Moini
1995). Moreover, Gencturk and Kotabe (2001) incoafed managerial and
organizational characteristics variables in the ehdalt did not relate how export
promotion programs influence these in the exporfop@mance model. In addition,
the model also suggested that the use of expomgdion programs is an important
determinant of firms’ export performance not onliyedtly but also through its
interaction with the firms’ export involvement bei@. Gencturk and Kotabe (2001)
also developed four categorical measures of exgesistance users: non-user, low
user (used 1 to 5 programs), medium user (used®etograms), and heavy user (10
or above).

Lages and Montgomery (2005) examined the relatipnisbtween export
assistance and annual export performance improvetmgnncorporating pricing
strategy adaptation to the foreign markets as aatwd The findings revealed that
the total effect of export assistance on annuabexperformance improvement are
not significant, because although export assistdéuas a direct effect positive impact
on performance, there is a negative indirect implaciugh export pricing strategy
adaptation. The findings also indicate that botpogt assistance and short- term
export performance improve with management intesnat experience and export
market competition.

Marandu (1995) conducted empirical study in Tareamd developed a
model in which the export performance that a firttaiaed was related to export
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promotion programs. He examined the bivariateticeiahip between managers’
extent of awareness, usage of, and satisfactioh wiirteen export promotion
services, and the export performance of firms. filndings suggested that the level
of usage of export promotion services had a p@sitiwpact on export performance.
He also found that the level of satisfaction wikpert promotion services does have
positive impact on export performance, i.e., expaiensity. This indicates that the
more satisfied the managers with a program, theenitowill contribute to export
intensity. However, this study was limited to clgaonceptualize the relational path
between export promotion programs and export padoce. Furthermore, statistical
rigor was a limitation of this study where measwgassociation were primarily used
and the hypothesized relationships were testedinglthe Chi-square.

Shamsuddoha and Ali (2006)vestigated the direct and indirect impact of
export promotion programs on firms’ export perfono@. The indirect effects of
export promotion programs on firms’ export perfono@a have been conceptualized
through a set of firm- and management-related ad&ds for empirical testing. The
proposed conceptual model integrated the use obrexpromotion programs,
management perceptions, of the export market emviemt, export knowledge,
export commitment, and export strategy. The ressiiggest that in addition to its
direct impact on the firms’ export performance, thgage of export promotion
programs has direct impact on firms’ export knowkedand managers’ perceptions
that in turn influence commitment to export, expsttategy and firms’ export
performance. The findings provide empirical supportheorize the indirect effects
of the usage of export promotion programs on firexgort performance. They also
provide guidelines for managers on how to beneditnf export promotion programs
to gain export knowledge toward increasing commitimfer successful exporting.
Policy makers can also benefit from the study figgiin designing policy programs.
However, the Shamsuddoha and Ali (2006) study setbaon exporting firms with
long exporting experience. Thus, it is limitednéer the impact of export promotion
programs on less experienced firms. The findingggsest that firms should be
classified into initial exporters and experiencegaters on the basis of export age,
in order to provide a better understanding of thgact of export promotion

programs.
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Singer and Czinkota (1994xamined factors associated with effectiveness
of export assistance by studying the importancdoof factors: (1) the type of
services used; (2) firm export stage; (3) firm saed (4) management commitment
and persistence for service effectiveness amongsfithat used the government
services of the US state. They developed a ficstehof the role of export promotion
in helping management to overcome export barriatsiacrease their level of pre-
export activity. They then developed a second motléhe role of service type and
firm export stage in the linkage between service aisd export outcomes. Service
type, export stage, firm size, and management comenit/persistence were the
independent variables, and pre-export activitied arport performance were the
dependent variables in the model. Their model rassuthat the use of export
assistance service depends on both the type aft@sse and the export stage of the
firm. The findings indicate that firms with lesgp®rt experience tended to use
information and mixed service primarily to enhariceir pre-export activities, while
the more experienced exporting firms tended to mdeed services primarily to
increase exporting activities. However, limitatiohthis study was an analysis of a
bivariate relationship between export outcome ype type of services used.

Wilkinson and Brouthers (2000)nvestigated the impact of four
government export assistance programs which coofisade shows, trade missions,
foreign offices, and objective market informatiaograms in attracting foreign direct
investment (FDI) and the export of high tech prdducThe results indicate that states
with comparatively more FDI have greater succedheir use of trade missions and
their use of trade shows to promote exporting ghhiech products.

Although governmental export promotion has becomgolicy area of
high priority throughout the world and has receiuwstteasing research attention over
the past decades (Cavusgil and Nevin 1981; Czink®@6; Seringhaus 1993a;
Seringhaus and Rosson 1990; Young 1995), the wsetmndies on the impact of
export promotion programs are limited, and no easss has been reached on how
this should be done (Francis and Collins-Dodd 200part of the difficulty with
measuring the impact of export promotion prograsnghat export promotion is not a
business activity per se, but rather it facilitdiems’ own activities in a wide variety
of ways. The other difficulty is that many factoisf which export promotion
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programs is only one, influence companies’ expehdvior and performance (Francis
and Collins-Dodd 2004). Hence, disentangling thdependent effect of export
promotion is difficult (Seringhaus and Rosson 1990)

Most researchers have focused on measuring theeaess and usage of
export promotion programs as an indication of tiseiccess (Wheeler 199®esults
of awareness and usage level of these programsiiaesl and they have generally
been shown to be poor indicators of impact (Domézgand Sequeira 1991; Kedia
and Chhokar 1986; Marandu 1995; Vanderleest 198@hough use and awareness
may be helpful for program planning, they are natasures of impact, First,
awareness does not necessarily lead to usage. nGeawareness evaluates the
effectiveness of the communication of the prograat,necessarily the contribution of
the program itself. Further, usage of a programsgegives no indication as to the
effectiveness of these programs in achieving thetiended results (Francis and
Collins-Dodd 2004). However, some researchers s&omgly suggested that usage
of export promotion programs is a good indicatidnerport success (Francis and
Collins-Dodd 2004; Gencturk and Kotabe 2001; Mamai®95; Shamsuddoha and
Ali 2006; Singer and Czinkota 1994). Firms’ peineps of the usefulness of
programs have also been used as proxies to metmuimpact of these programs.
Attitudes towards government programs, perceptibhedpfulness or usefulness of
export promotion programs provide valuable inforomgt but cannot be considered
impact studies (Clarke 1991; Diamantopoudsal. 1993; Sbrana and Tangheroni
1991). Firms may give high ratings to programs thdact have had no influence on
their export position and competitiveness (Fraaad Collins-Dodd 2004).

A number of research studies on the export promotimd export
performance relationship have actually examinedy oiims’ usage of export
promotion programs. Most ignore any incorporatibsatisfaction with governmental
export promotion programs into the study. In otheras of marketing, satisfaction
level is considered a key variable. Satisfactias been successfully incorporated
studies of both consumer and business markets. etAmwit is clearly presented in
research pertaining to usage of export promotioogmams. Marandu (1995)
suggested, on the basis of his study in Tanzaha,the level of satisfaction with
export promotion services had a positive impacerport performance, i.e., export
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intensity. However, Marandu (1995) failed to clgartonceptualize the relational
path between export promotion programs and experfopnance. Furthermore,
statistical rigor was a limitation of the Marandi®95) study, categorical measures of
association were primarily used and the hypothdsizdationships were tested
utilizing the Chi-square. In particular, Marandi995) suggests that there is need to
conduct more empirical research that validatesrétegionship between satisfaction
with export promotion services and the export penmnce of firms.

According to limitation of Marandu (1995) study is&dction with export
promotion programs should receive more attentiom &8y measuring indicator of
export marketing strategy and export promotion essc An assessment of the
effectiveness of export promotion programs by erogirtesting the relationship
between satisfaction with export promotion prograam&l export performance is
expected to be an important step toward constgutire export development of a
country.

Though much attention has been devoted by govermnmoeaccelerate
export expansion via export service programs anketiag development programs
(Kotabe and Czinkota 1992), these promotion progrdrave only had limited
success. Therefore, there is a continuing needystematically investigate the
development of appropriate export promotion progrdm serve exporters in their
guest for expanding their sales. Despite incrgastholarly attention over how to
improve the effectiveness of export assistancerprog (Kotabe and Czinkota 1992;
Moini 1998; Seringhaus and Botschen 1991), thectifeness of export promotion
programs on firm export performance has not beeaméxed conclusively
(Shamsuddoha and Ali 2006). The most common apprteken by effectiveness
research to date has focused on identifying theidoarexporters face (Brooks and
Frances 1991; Dominguez and Sequeira 1991; Ramaswamd Yang 1990). In
some cases, problems are explicitly matched toentirprogram offerings and
judgments are made as to the degree to which expueeds are being met (Crick and
Czinkota 1995). This approach is based on reseta@hindicates that perceived
barriers to exporting affect the behavior of expet(Bilkey and Tesar 1977). Kotabe
and Czinkota (1992) proposed a model to improwe effectiveness of export

assistance in a study of export promotion in a wédtern US state. They identified
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existing gaps between governmental assistancergjfeand clients’ assistance needs
based on a comparison between export-related pnsbbend the export assistance
desired by firms. They also developed indicesentiihg the extent of export
assistance desired by firms and the allocation xpioe assistance efforts across
various problem areas. Export assistance valugdadwere computed from the
importance of export problems relative to firms’pexr business and the extent of
assistance firms would expect from the export pitiioncagency. The export-related
problems has been identified in a previous studyChinkota (1982) and included
additional items derived from the findings of theitidy. Export promotion effort
indices were computed from the score distributiorery by the staff of the export
promotion agency that reflected the agency’s atlonaof resources to firms in each
stage of export development. In conclusion, Kotaih@é Czinkota (1992) found a gap
between exporters’ priority assistance requirememd the level of government
assistance allocated to improve the effectivenésgmorter operations.

The concept of a gap analysis is crucial and iteggnts an acceptable
methodology to assess the effectiveness of govertainprograms. It can be useful
for trade organizations to improve their assistanoeasures. The Kotabe and
Czinkota (1992) study, however, was conducted ily one state in the U.S., and
failed to provide a sufficient explanation of thengputation of the export promotion
efforts index. This failure stems from the subjective methodlitam information on
the export promotion agency’s allocation of effoatsd resources. Therefore, the
study provides useful background for this dissematwhich will extend its findings
to address the impact that export promotion progrhave on firms’ capabilities and
resources.

To improve the effectiveness of export promotioograms, it is necessary
to examine the relationship between the gap andoréexperformance using a
systematic statistical method. Gap research cay qoh important part in designing
export promotion programs, which is and objectifzéhe current study.
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2.5 Satisfaction

2.5.1 Definition and Concept of Satisfaction

International marketing is concerned with planniagd conducting
transactions across national borders to satisfy abgectives of individuals and
organizations. As, definition indicates, interoatl marketing very much retains the
basic marketing tenet of “satisfaction” (CzinkotaddRonkainen 1995).

Satisfaction is a person’s feelings of pleasurelisappointment resulting
from comparing a product’s perceived performangeo(gcome) in relation to his or
her expectations. If the performance falls shdrexpectations, the customer is
dissatisfied. If the performance matches the exgbects, the customer is satisfied. If
the performance exceeds expectations, the custenteghly satisfied or delighted
(Kotler 2003, p. 61). Oliver ("Thailand: A Growingorce in Food Exports and
Imports. A Canadian Opportunity? - Condon" 1996jirges satisfaction as “the
customer response. It's a judgment that a produstrvice feature, or the product or
service itself, provided (or is providing) a pleeshle level of consumption-related
fulfillment, including levels of under-or over-fullinent” (p.13). Furthermore, Ellen
and Mark (1999) identify the most two influentiaimnsions of satisfaction:
cumulative satisfaction (an overall satisfactionaleated through the past
consumption experience) and transaction-specifitisfaation (an immediate

evaluation of the most recent transaction expeegnc

2.5.2 Satisfaction in Service Marketing Context

Customer service expectations are defined in a mayg. However there
is no conceptual framework to link different typalsexpectations or indicate their
interactions in influencing perceptions of servoggformance (Woodruff and Cadotte
1987). Lewis and Booms (1983) stress the impoetasfcunderstanding customer
expectations as a prerequisite for delivering Sopeservice; customers compare

perceptions with expectations when judging a firsesvice.
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Parasuraman, Zeithaml, and Berry (1988) formulateservice-quality model that
high-lights the main requirements for deliveringythiservice quality. This model
identifies five gaps that cause unsuccessful delivél) gap between consumer
expectation and management perception, (2) gapsleetwmanagement perception and
service quality specification, (3) gap between werquality specifications and
service delivery, (4) gap between service delivamg external communications, and
(5) gap between perceived service and expectedcsenfhe last gap occurs when
the consumer misperceived the service qualMoreover, they categorize customer
service expectations into five overall dimensiomamely reliability, tangibles,

responsiveness, assurance, and empathy.

Service Dimension Definition

Reliability The ability to perform the promised gee dependably and
accurately.

Tangibles The appearance of physical facilitiesjimgent, personnel,
and communication materials.

Responsiveness The willingness to help customexs pmovide prompt
service.

Assurance The knowledge and courtesy of employe@sheir ability to
convey trust and confidence.

Empathy The caring, individualized attention pr@ddo the customer.

There are two levels of customers’ service expiertat desired and
adequate. The desired service level is the setlrceustomer hopes to receive. It is a
blend of what the customer believes “can be” armbtéd be”. The adequate service
level is that which the customer finds acceptaliiés in part based on the customer’s
assessment of what the service “will be”, thatthg& customer’s “predicted service”
(Egan and Harker 2005).

One factor that may cause the desired service leveise is customer
experience. The more experienced customers are likety to have higher service
expectations, and to be “squeaky wheels” when these not satisfied (Egan and
Harker 2005). The customer’s desired service dafieas may also rise because the
expectations of an affiliated party rise. Thelaffed party may be the customer’s

customer, or a superior. Customers’ adequate caergkpectations seem to be
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influenced more by specific circumstances, andtlaeeefore more changeable than
their desired service expectations. One influemtehe adequate service level is the
number of service alternatives that customers psrcéEgan and Harker 2005).
Recognizing the dual-leveled, dynamic nature of tamuer expectations, and
understanding the factors that drive them coulg Inehnagers close the gap between
expectations and perceptions — or even exceed &tjpes (Egan and Harker 2005).

Hoffman and Bateson (2006) propose three types o$tomer
expectations. Predicted service is a probabildyeetation that reflects the level of
service customers believe is likely to occur. dtgenerally agreed that customer
satisfaction evaluations are developed by compapieglicted service to perceived
service received. Desired service is an ideal eapien that reflects what customers
actually want compared with predicted service, Wwhis what is likely to occur.
Hence, in most instances, desired service refledtigher expectation than predicted
service. Comparing desired service expectatiometoeived service received results
is a measure of perceived service superiority (Haff and Bateson 2006). Adequate
service is a minimum tolerable expectation andectfl the level of service the
customer is willing to accept. Adequate servickased on experiences or norms that
develop over time. Through these experiences, saenelop that consumers expect
to occur. Hence, one factor that influences adeqgsarvice is predicted service.
Encounters that fall below expected norms fall iedmlequate service expectations.
Comparing adequate service with perceived servicdytes a measure of perceived
service adequacy (Hoffman and Bateson 2006).

Mudie and Pirrie (2006) conclude that expectatiars usually formed
prior to usage of a service but may also occur lasetustomer is actively involved in
the delivery of a service. They reflect inclinaisoor beliefs as to what will or should
happen. Perceptions can also develop during dceerbut invariably materialize
after usage. They represent the customer’s evafuat the service, particularly in
relation to expectations. Where perceptions maichexceed expectations the
customer is said to be satisfied in accordance thighfirst law of service (Maister
1985).

Satisfaction = Perception — Expectation
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Satisfaction can arise where perception exceedsdesh level of customer
expectations. For instance, in a study of patisatsfaction with doctors’ service, it
was found that, “gaps can arise from inconsistentgptions of expectations and
experiences between patients and physicians” (BemvahSwartz 1989).

2.5.3 How satisfaction with export promotion progran affect performance

Government Export Promotion Programs (EPPSs) incladeariety of
initiatives to deal with different export barriersSome of these initiatives (such as
advertising and local seminars) highlight the besebf export involvement, thus
providing a motivational boost to reluctant manag&eringhaus and Rosson 1990).

The goal of export promotion programs is to enhasmqeort performance
by improving firms’ capabilities, resources, stgags and overall competitiveness
(Czinkota 1996; Diamantopoul@sal. 1993; Seringhaus and Rosson 1990), which in
turn, have been demonstrated to improve exporbpeaence (Aaby and Slater 1989;
Cavusgil and Zou 1994; Zou and Stan 1998). Moreokages and Montgomery
(2005) emphasized that all the benefits providgdhle exporting activity encourage
public policy makers to implement export assistapmyrams with the objective of
helping firms improve their strategy and to ultielgtenhance their performance in
the international arena.

According to Wang and Olsen (2001), exporter satigbn moves
sequentially from groups of antecedents, namelgkdp@mund experience, export
marketing expertise and exporting performance. rdfbee, the manager's
satisfaction with the exporting activities is prepd to be a direct function of the
firm's export performance as indicated by objectiveeasures and subjective
confirmation of prior expectations (Wang and OIls¥01). Moreover, Marandu
(1995) found a positive relationship between marsigextent of satisfaction with
thirteen export promotion services and the expertgpmance of their firms.
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2.6 Gap

2.6.1 The Concept of Gap

Export promotion programs are provided by governsyenrade
associations and other organizations to help fitm®vercome barriers to export
(Wheeler 1990) Export barriers perceived by firms play a preduent role in
explaining their export behavior and the types ssistance they require (Bilkey and
Tesar 1977; Ditclet al. 1984).

Export promotion refers to public policy measurehkich actually or
potentially enhance exporting activity at the compaindustry, or national level
(Root and Ahmed 1978; cited in Seringhaus and Rpo4980). The role of export
promotion then is the creation of awareness of gkygpas a way to grow and expand
market options, the reduction or removal of basriter exporting, and the creation of
promotion incentives and various forms of assisgtangotential and actual exporters
(Seringhaus and Rosson 1990).

This present study developed a way to identify gapsmeasure the
satisfaction of firms with export promotion programrhe ground knowledge used to
build the concept of the gap based on the studgyobdbe and Czinkota (1992) and
Importance Performance Analysis (Kotler 2003). étadled explanation of these
concepts is presented in the following sections.

2.6.1.1 The Gap Concept of Kotabe and Czinkota

From their review of the nature and limitations efport promotion,
Kotabe and Czinkota (1992) explained how gapstebetween governmental
assistance offerings and clients’ assistance ne@dse on a comparison of export-
related problems and export assistance desiredrimg,fthey developed indices to
reflect the extent to which export assistance ddsy firms are consistent with the
allocation of export assistance efforts acrossvr@us export-related problem areas.
The indices were based on the export problems ifahtin a previous study by
Czinkota (1982), including additional items derivfeaim the findings of that study.

Subsequently, the authors developed an index tosumeafirms’

perceptions of the value of export promotion aass® received from government
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agencies. The higher the value that firms placedaoparticular area of export
promotion assistance, the more difficult the exjpelated problems is perceived to
be, and the higher the firms’ expectations of ekpoomotion assistance. The long—
term commitment of the firm to exporting dependshow successful management is
in overcoming the most difficult barriers encouetéin export activities (Kotabe and
Czinkota 1992).

Kotabe and Czinkota (1992) found a gap between rgaqsO priority
assistance requirements and the level of governassistance allocated to improve
effectiveness in performing the most problematjgeass of exporting. They divided
export promotion activities into two groups: (1)ext service programs (seminar for
potential exporters, export counseling, how-to-ekpbandbooks and export
financing); and (2) market development programsgglinination of sales leads to
local firms, participation in foreign trade shoves)d preparation of market analyses
and export newsletters).

2.6.1.2 The Concept of Importance-Performance Anadys

Governments provide possible useful services tp artl support firms to
export. The service quality of a governmental piew is evaluated from the
customers’ service expectations and perceptionslgKa003). Customers compare
the perceived service with the expected servi¢ghel perceived service falls below
the expected service, customers are disappointiethe perceived service meets or
exceeds their expectations, they are apt to usertwder again.

Services can be judged on customer importance aoohpany
performance. Importance-performance analysised ts rate the various elements of
the service bundle and identify what actions arpired. The results indicate how
customers rated all service elements (attributea)grovider’s service on importance
and performance. For example, assume that a cast@tes the service attributes of
an automobile dealer’s service department on inaped and performance as shown
in Table 2.2. The results for the list attributégb done right the first time”, received
a mean importance rating of 3.83 and a mean peaioce rating of 2.63. The gap
between importance and performance indicates tstbmers felt this attribute was

highly important but not performed well.



a7

Table 2.2

Example of Importance-Performance Analysis
(Customer Importance and Performance Ratings for ad Auto Dealership)
(Kotler 2003, p. 459)

Attribute  Attribute Description Mean Mean
Number Importance  Performance
Rating* Rating**
1 Job done right the first time 3.83 2.63
2 Fast action on complaints 3.63 2.73
3 Prompt warranty work 3.60 3.15
4 Able to do any job needed 3.56 3.00
5 Service available when needed 3.41 3.05
6 Courteous and friendly service 3.41 3.29
7 Car ready when promised 3.38 3.03
8 Perform only necessary work 3.37 3.11
9 Low prices on service 3.29 2.00
10 Clean up after service work 3.27 3.02
11 Convenient to home 2.52 2.25
12 Convenient to work 2.43 2.49
13 Courtesy buses and cars 2.37 2.35
14 Send out maintenance notices 2.05 3.33

* “Rating obtained from a four-point scale of “esttnely important”(4), “important”(3), “slightly
important”(2), and “not important”(1)
** “Rating obtained from a four-point scale of “esltent’(4), “good”(3), “fair"(2), and “poor” (1)

2.6.2 How the Gap Affects Performance

To address the limitation of Kotabe and Czinkotasthod, the present
study offers new perspectives on gap analysisctéfierceived gap” while retaining
some important components of the concept. Thibystumoposes to apply satisfaction
theory to create the perceived gaps that will thersubject to analysis. Based on
customer satisfaction theory, satisfaction is ohéhe key global constructs used to
predict consumer behavior, including future buyimigntions (Ellen and Mark 1999).
It is defined as and regarded the customer’'s emaltiand feeling reactions to the
perceived difference between performance appraisdlexpectation (Hennig-Thurau
et al. 2002). Satisfaction is measured from the outcafa comparison between
expected and perceived actual performance of auptaar service (Kotler 2003, p.
61). This study employs a gap analysis by askkppeers to rate the importance of
activities associated with export operation (attiés), as well as the government’s

performance with regard to providing assistancé wéch activity.
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This study identifies firms’ perception of the imonce of activities
associated with export operations as an expectédrpeance which are derived them
from the export-related problems firms face thatenmesented earlier in this chapter.
Actual performance is then are measured by askupgreers to rate the extent of
other satisfaction with the governments’ exportnpotion programs with regard to
the export activities. The level of satisfactiefers to how well the export promotion
programs address the activities. The extent op#reeived gap is then related to the
export success of the firms. The greater the pardegap that is found, the more
dissatisfied exporters are with government progdaractly toward the activity. A
large perceived gap indicates that exporters fesl programs are not matching their
expectations. A large gap suggests that the exypomotion programs related to the
activity are not helping them cope with relatedijpeons, and that this is reflected in
firms’ export performance. This dissertation ipested to improve the effectiveness
of export promotion programs and to address thkir&aiof previous studies to
examine the relationship that exists between exposmotion programs and the
results that they achieve.

2.7 Export Marketing Strategy Literature

Export marketing strategy has been of consideraftérest for the past
decade. The export marketing strategy literatuoeiges a theoretical foundation for

including export marketing strategy as a deterntioafirms’ export performance.

2.7.1 The Concept of Marketing Export Strategy

Export marketing strategy is the key factor impagexport performance
(Cavusgil and Zou 1994). The determinants of fireygort performance can be
classified into two main group, internal and ex&rmleterminants, and export
marketing strategy is one of the internal determisia It is comprised of general
export strategy, product quality, product line, garot adaptation, price adaptation,
dealer support and promotion adaptation (Reid 198He researcher who proposed
the first model of export marketing was CateoraateGra (1983), who developed a



49

model of international marketing and proposed #ratuncontrollable international
market environment influenced firms’ controllabigarnational marketing strategies.
Cateora’s (1983) model postulated that internationarketing involved creating a
marketing mix, which was optimal to the businessirmmment of each country to
which a firm’s product was sold. Bilkey (1987) idified the determinants of a
successful export marketing mix strategy and fotlad firms that exercised the best
marketing practices experienced roughly 20 perbegtter profit than firms that did
not. Bilkey (1987) developed his theoretical mdogimodifying Cateora’s (1983) to
include organizational short-run uncontrollable téas and controllable export
marketing mix strategy and came up with the expwatketing mix strategy model.
Bilkey (1987) indicated that a successful exportrkeing mix was

contingent upon contextual factors in such a waat,tin order to be successful in
exporting, firms had to adjust their export mankgtimix to fit their environmental
and organizational factors, and that there wereamgt export marketing strategies
that were successful in every context. The legitynof the theoretical paradigm
underpinning Bilkey's (1987) model is provided bgwdsgil and Zou (1994). They
argued that exporting can be conceptualized as reagement strategic response to
the interplay of internal and external forces. Jhhe contingency relationship
between export marketing strategy and performarare e analyzed within the

theoretical framework of strategic management.

2.7.2 Components of Export Marketing Strategy

An empirical studies of management influences guoexperformance by
Aaby and Slater (1989) found that the three inteex@ort-influencing factors were
firm competence, firm characteristics, and expdrategy. Export strategy is
comprised market selection, product and producg, lipricing, distribution, and
promotion (Aaby and Slater 1989). Zou and Stan98)9evealed that export
marketing strategy involves strategic factors sash(1) general export strategy (2)
marketing research utilization, (3) export plannir{g) export organization, (5)
product adaptation, (6) product strengths, (7) epriadaptation, 8) price
competitiveness, (9) price determination, (10) psban adaptation, (11) promotion
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intensity, (12) channel adaptation, (13) channkdtianships, and (14) channel types.
It can be summarized that all of the proceedingpfaccan be divided into two main

strategies, general export strategies and markatirgtrategies.

2.7.3 How Export Marketing Strategy Affects ExportPerformance

Export strategy is the means by which a firm resisaio market forces to
meet its objectives. The export literature increglsi reflects the importance of
strategy on export success (Axinn, Noordewier, Smtkula 1996; Yaprak 1990).
Empirical studies unequivocally suggest that exgatformance is determined by
export marketing strategies and management’s cayatioi implement the strategies
as a whole (Aaby and Slater 1989; Axigral. 1996; Cavusgil and Zou 1994; Chetty
and Hamilton 1993). In addition, performance all®pends on the components of
strategies such as export diversification (Aulakbtabe, and Teegen 2000); pricing
and promotion strategy (Kirpalani and Macintosh@9@roduct adaptation (Axinet
al. 1996; Cavusgil and Zou 1994; Koh 1991); promotmmaptation (Namiki 1994;
Seifert and Ford 1989; Zou and Stan 1998); and etithge pricing (Christensen, Da
Rocha, and Gertner 1987; Kirpalani and MacintosB0).9

2.8 Determinants, Model and Measures of Export Peoirmance

Performance is an indispensable guide for any &malyzing its level of
success, both in the domestic and internationalasre Export performance is the
extent to which a firm’s objectives, both econoraid strategic, are achieved with
respect to exporting a product into a foreign ma(Kavusgil and Zou 1994). Export
performance can be conceptualized and operati@blizn many ways
(Diamantopoulos and Schlegelmilch 1994). Evaluptexport performance is a
complicated task, and its validity depend on thediaility of the measures (i.e.,

financial and non-financial).
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2.8.1 Determinants of Export Performance

The determinants of export performance can be iil$snto two main
groups, internal determinants and external deteané(Reid 1981).

2.8.1.1 Internal Determinants

The internal determinants are subject to manageémedetision making
with regard to four general aspects of firms’ operss: firm characteristics and
competencies (firm size, firm exporting experienfem technology, and firm
international competence), managerial charactesis(skills of top management,
training of managers, export experience), managesigport (export commitment,
management attitude and perceptions, proactive rexpotivation), and export
marketing strategy (general export strategy, produality, product line, product
adaptation, price adaptation, dealer support anthption adaptation). The internal
determinants can be explained as follows.

e Firm Characteristics and Competencies
Some researchers studied firm size as a critexa@ble in explaining

export behavior and success (Cavusgil and Naor;1Q8ynak and Kuan 1993). Of
the researchers who had studied firm size, mostd@upositive relationship between
firm size and export performance (Ali, A. and Swerl991; Calof 1993, 1994;
Cavusgil and Kirpalani 1993; Christensenal. 1987; Culpan 1989; Czinkota and
Johnston 1983; Kaynak and Kuan 1993; Louter, Ougrgrkand Bakker 1991;
Miesenbock 1988). Cavusgil and Naor (1987) ands¥nsen et al. (1987) conclude
that the larger the company the more likely itaskport. Large firms possess scale
advantages that help them to overcome the varieks and costs associated with
export activity (Root 1994). The studies use nundfeemployees, assets and sales
volume as the measurement variables of size (Cdvesgl. 1979; Culpan 1989;
Kaynak and Kuan 1993). Ali (2004) also found atiehship between firm size and
export performance. He measured firm size by wabds and number of employees,
and export performance by export volume, expoensity, and export growth of a
firm. He found a relationship only between firnzesiimeasured by total sales) and

export performance (measured by export volume).
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On the other hand, other empirical work suggessfihm size is no
longer a reliable predictor of export involveme@viat and McDougall 1994), and
may not be a critical factor in export successhie thanufacturing sector (Kalafsky
2004). A few researchers have found a negatiaioeiship between firm size and
export performance (Axinet al. 1996; Das 1994; Evangelista 1994). While there is
conflicting evidence shown in the past researckse¢hstudies tend to leaf to the
conclusion that firm size on export performancealseto be positive.

Firm’s exporting experience has also been foundet@n important
factor in export performance (Seifert and Ford )98Bladsen (1989) and Gripsrud
(1990) found that a firm’s exporting experience leagpositive effect on export
performance, and on attitudes towards future egpatouglas and Wind (1987) and
Cavusgil and Zou, (1994) suggest that the moernationally experienced a firm is,
the more likely it is to have competence in intéioral operations. A competent firm
selects better export markets, formulates suitatdeketing strategy, and effectively
implements the chosen strategy. The firm withrimaéonal experience is familiar
with the differences in environmental conditionsl @more likely to adapt marketing
strategies that accommodate the specific needfieofntarket (Cavusgil and Zou
1994). An inexperienced firm seeks the closestmaetween its current offerings
and foreign market conditions so that minimal adaph is required (Douglas and
Craig 1989). When managers are committed to theéuwenthey carefully allocate
sufficient managerial and financial resources ® ¥enture. With formal planning
and resource commitment, uncertainty is reducedlemgamarketing strategy to be
implemented effectively, leading to better perfonoa (Cavusgil and Zou 1994).
However, Kaynak and Kuan (1993) and Louter and Oker& (1991) report a
negative effect between the firm’ experience inakpg and export profitability and
sales.

Firm’ technology was found in the past research hla&ing positive
relationship with the propensity to export (Aabyda®later 1989) and export
performance (Chetty and Hamilton 1993).

Firm international competencies has been foundet@ib important
determinant of export performance (Aaby and SIa&89; Anderson, Fornell, and
Lehman 1992; Calof 1994; Cavusgil and Zou 1994;adebn and Vahlne 1990;
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Julian and O'Cass 2002; Katsikegisal. 1996; Madsen, T.K. 1987; Moini 1995;
Naidu, G. M. and Prasad 1994; Samiee and Walté&d8;M¥ang and Olsen 2001).

e Managerial Characteristics

Of the researchers who had studied firm size, noosisistently
found a positive relationship between managemetitesiport success (Czinkota and
Ursic 1991; Das 1994; De Luz 1993; Gomez-Mejia 1988Izmuller and Kasper
1990; Holzmuller and Stottinger 1996; Madsen, T1H89; Moini 1995; Reid 1981)
(1996)). Management is the principal force behimel initiation, development, and
export success, because they are directly resgenfgib an involvement in export
decision (Miesenbock 1988). De luz (1993) alsontbuhat export performance is
influenced by training of managers in internatiohakiness and their knowledge of
foreign languages.

e Management Support

Management support is indicated by export commitmen
management attitude and perceptions, and proacrmort motivation of top
management. Most research has consistently caetliiht management support has
a positive impact on export performance (Aaby aratef 1989; Ali, Y. M. 2004;
Cavusgil and Zou 1994; Donthu and Kim 1993; Judad O'Cass 2002; Katsikeets
al. 1996; Koh 1991).

e Export Marketing Strategy

All export marketing strategies have been found @sitve
relationship with export performance (Cavusgil adou 1994; Cooper and
Kleinschmidt 1985) (1996), there a few studiesdaggative relationship with export
success (Julian 2003; O'Cass and Julian 2003). bation from the reviewed
studies, however can be concluded that effect gdfoexmarketing strategy on
performance is positive.

2.8.1.2 External Determinants
The external determinants are derived from exteznaironmental factors

that can impact a firm's export operations. Theemal environment generally
affects organizations by making resources availabley withholding them. External
determinants can be divided into three types: ilustry characteristics (industry’s

technological intensity, industry’s level of insi#tly); (2) foreign market
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characteristics (export market attractiveness, gxparket barriers); and (3) domestic
market attractiveness (Shamsuddoha and Ali 2006).

e Industry Characteristics

Previous studies that addressed in industry clkenatics reported a
positive influence on export performance, both Btduinstability (Das 1994; Lim,
Sharkey, and Kim 1996) and industry technologioténsity (Cavusgil and Zou 1994;
Holzmuller and Kasper 1991; Holzmuller and Stotin$996; I1to and Pucik 1993).

e Foreign Market Characteristics

Export market attractiveness has been found a ipeséffect on
export performance (De Luz 1993). Export marketibes were reported a negative
effect on export success (Diamantopoulos and Selmeigh 1994; Kaynak and Kuan
1993; Moini 1995) (1995). Export market compettiess has also been found a
negative impact on export performance (CavusgilZ2ma 1994).

e Domestic Market Attractiveness

Some researchers reported a positive relationsttijpeen domestic
marketing attractiveness and export performancagd¢ne-Gima 1995; Katsikeets
al. 1996), but Madsen (1989) found a negative effett domestic market
attractiveness on export sales.

In light of the previous evidence, the present ptadeks to draw more

definitive conclusions regarding firm’s charactids and the export involvement of
firm. This study is further expected to show tke&ationship of these variables with

export marketing strategy and the consequent exgofbrmance.

2.8.2 Models of Export Performance

Numerous empirical studies have examined the eltdionship between
the determinants of export performance and theicames, and the findings suggest
an interesting association with export operatio®ame export performance models
are reviewed below support the contention thatube and satisfaction with export
promotion programs can be a determinant of expenfiopmance. The most relevant

models are presented below.
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2.8.2.1 The Cavusgil and Zou Model

Cavusgil and Zou (1994) proposed that firms coutthieve better
performance in international markets through de#itee marketing strategy
implementation. They also showed that variousrivateand external factors have an
indirect influence on export performance througipak marketing strategy. They
found that marketing strategy has emerged as tlyeskecess factor in export
marketing. The study has therefore substantiatexl émpirical link between
marketing strategy and performance in the contegkport market ventures.

2.8.2.2 The Katsikeas, Piercy and loannidis Model

Katsikeas, Piercy and loannidis (1996) integrated firm characteristics,
export commitment and export-related perceptiombées. They further divided the
key variables, into parts relevant exporting. Hwtance firm characteristic was
divided into firm size and export experience. BExmmmmitment was shown by the
existence of a separate export department, foremgmket entry and customer
selection criteria, regular export market visitsid aexport planning and control.
Export—related perception variables were divided three categories: export stimuli,
exporting problems and competitive advantages.

2.8.2.3 The Leonidou, Katsikeas and Samiee Model

Leonidou, Katsikeas and Samiee (2002) conductedeta-analysis of
empirical studies on the export marketing strategsformance relationship. They
proposed that export models are based on two diggnoups of variables. The first
group includes variables relating to manageriagjanrzational, and environmental
factors. These factors directly affect the secagndup which includes export
targeting and export marketing strategy factorbe $econd group of factor is linked
directly to export performance. The firm’s exppérformance consists of economic
and non-economic measures.

2.8.2.4 The Marandu Model

Marandu (1995) developed a model where the expafopnance that a
firm attained was conceptualized as a joint fumctid both macro and micro level
factors. Macro factors exert a general influence #hus constitute the environment
of a firm. Micro factors consist of characteristiof the firm itself, i.e., its strategy,
structure, and caliber of management. Though Mhararf1995) described that all
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factors possibly influence the export performanta éirm, his model was limited to
the bivariate relationships between managers’ éxdérawareness, usage of, and
satisfaction with thirteen export promotion sergic@nd the export performance of
firms. He found that the level of usage of exgmdmotion services does have a
positive impact on export performance, i.e., expatensity is positively influenced
by the extent of satisfaction with export promo#ibeervices. This may indicate that
the more satisfied the managers are with a progtia@nmore it will contribute to the

firm’s export intensity.

2.8.3 Measures of Export Performance

The methodology of evaluation and impact measurénsemulti-faceted
and thus very complex (Seringhaus and Rosson 19B@8.complexity and difficulty
of assessing export performance is further reveayeithe diversity of approaches and
measures employed in both conceptual and empiresdarch (Cavusgil and Zou
1994). There is no universally accepted criterifim export success, and
organizations pursue, measure, and judge expdidrpgance on various dimensions
(Gencturk and Kotabe 2001). The one common findingore recent research is that
multiple measures are necessary to capture unique \a&luable factors of
performance (Constantine, Leonidas, and Neil 2@amantopoulos 1999; Shoham
1998; Styles 1998; Zou and Stan 1998).

Researchers recommend a multidimensional view dbpeance in which
efficiency, effectiveness, and competitive positioepresent the dimensions
considered to be of particular importance for ekgarccess. Efficiency captures the
relationship between the organizational resourcegl@yed and organizational
outputs achieved. The most common indicator dtieficy used in the literature is
export profitability (Samiee and Walters 1990)ffeEtiveness reflects the success of
a business compared with competitors in the markiglieasures of effectiveness
include market share and export sales growth (Sandaad Walters 1990).
Competitive position refers to the overall strengtha firm that arises from its

distinctive competencies, management styles, arigérpaof resource deployment.
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Indicators of competitive position used in the expierature include overall quality
and competence applied to firms’ export activi{iéstabe and Czinkota 1992).
2.8.3.1 Financial and non-financial measures

The two principal modes of performance assessnamttified in the
literature are financial and non-financial indiaato Relevant financial measures of
export performance would include: level of expoales, export intensity, export
growth, and export profitability (Constanting al. 2000). The most common
financial measures of export performance used ad@uwic studies have been exports
as a proportion of sales, export profitability, ajrdwth in export sales (Culpan 1989;
Madsen, T.K. 1989; Naidu, G. M. and Prasad 1994mni&a and Walters 1990).
Researchers, in recent years, have also emphdabkaedchievement of non-financial
objectives such as market share, competitive jpositetc as measures of export
performance (Cavusgil and Kirpalani 1993; Cavuagil Zou 1994). Since there are
some limitations involved in the use of financiariables as measures of export
performance (Evangelista 1994; Katsikedisal. 1996), the use of non-financial
measures has increased in recent years. Non-cfalameasures are based on the
systematic assessment by mangers of such itengoalsachievement (Cavusgil and
Zou 1994; Katsikeast al. 1996), satisfaction (Evangelista 1994), and peecki
success (Cavusgil and Zou 1994; Lowteal. 1991).

The main limitation of the financial measures iattthere is no standard
for judging whether the measured performance isdgoo bad, high or low. The
implicit assumption underlying such measures asoexpales or exports as a
percentage of total sales is that the higher tlfigsees are, the more successful the
company is in the export venture (Shamsuddoha dn@0®6). This interpretation
suffers from a number of limitations. First, it doaot give any indication as to
whether a firm has adequately responded to allptioéitable export opportunities
open to it (Cavusgil 1984). Second, it overlooks tact that it is the firm’s overall
performance and not just export performance thatemsa This view is strongly
supported by Axinn, Sinkula and Thach (1994), wbidli (1994) provides empirical

evidence that export performance is not necessaldyed to overall performance.
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2.8.3.2 Subjective and Objective Terms

Both financial and non-financial measures can beratpnalised in both
objective (e.g. firm’s profitability and sales lévend subjective (e.g. manager’s
perceptions) measures (Evangelista 1994). In wagbrity of export marketing
studies have utilized objective performance indicat(Katsikeaset al. 1996). In
most studies financial measures (sales, profitwtrp have been associated with
objective terms such as percentage, and non-fiaanwasures (goal achievement,
success and importance) have been associated whihctve terms (e.g., managers’
perceptions) (Katsikeas al. 1996).

There are some problems with the use of objectigasures in assessing
export performance. It can be difficult to accesadily available and valid archival
data. Objective measures of performance can becuiffto obtain due to the
reluctance of private firms to disclose figures,ichhare deemed confidential
(Appiah-Adu 1999). Several empirical studies thqughpport the reliability and
validity of the use of non-financial and subjectteems to assess export performance
(Dess and Jr 1984). Further, the use of methodlgkstive performance assessment
allows better comparability across different indatsectors and situations, with

varying standards of acceptable performance (PedramWVilson 1996).

2.9 Context Discussion

The objective of this section is to provide a gehdsackground of
Thailand, and an overview of Thailand’s informatiand situation with regard to

export promotion.

2.9.1 Country Profile

The population of Thailand is approximately 65.0liom, with an annual
growth rate of about 0.14 percent. The populatiociudes descendants of ethnic
Chinese, Malays, Khmer, Lao, Viethamese, Indiamsl athers. GNP at current

prices was approximately 8,167,518 million bahtO20
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2.9.2 Thailand’s Export Situationl

2.9.2.1 Export growth

In 2006, the Thai economy grew 5.0 percent, withogts being a major
factor in this performance. Export growth was kelfpy strong growth in the world
economy, particularly in Europe, China, Singapéteng Kong, Taiwan, Indonesia,
and Malaysia, and a drop in the price of oil. Bi#v sector expenditures and
investments slowed, even though public confidenogroved with a declining
inflation rate and stable interest rates. Thaimnatal international trade in 2006 had
a value of US$236.6 billion with exports totalin@$129.7 billion (54.8 percent) , up
16.9 percent from 2005, the highest rate of groewtar. Imports totaled US$126.9
billion, an increase of 7.3 percent, resulting irirade surplus of US$2.8 billion,
compared to a trade deficit of US$7.2 billion irD30

Exports grew in all categories: processed agricaltproducts by 19.5
percent; agricultural goods by 13.9 percent; artemofproducts by 26.7 percent.
Industrial goods accounted for 66.3 percent oftthial, while processed agricultural
products accounted for 14.7 percent. Exports gbnaayricultural products increased
nearly across the board both in quantity and vaéxemple include natural rubber
(quantity up by 3.7 percent and value by 45.4 pdgjceassava (quantity up by 37.8
percent and value by 32.6 percent), and food ptsdgciantity up by 7.3 percent and
value by 10.6 percent), such as frozen and prodestsemp; processed and canned
foods; fresh, frozen, canned, and processed vdgstamd fruits; and frozen and
processed chicken. Rice exports increased in £ajue0.2 percent, but the volume
was down slightly, which was the same case witltasu¢ndustrial goods exports that
grew over 20 percent including automotive vehicksd parts (20.9 percent),
construction materials (21.7 percent) and rubbedyets (31.4 percent). Industrial
goods exports that grew between 10-20 percent deduelectronics, gems and
jewelry, printed materials and paper, cosmeticsarmiaceutical sand medical

instruments, and toys. Industrial goods expors ginew less than 10 percent include

This section is based on information from Departheé Export Promotion at
website:www.thaitrade.com and website: www.deptjzaih



60

electrical appliances, textiles, plastic pelletd @noducts, luggage, leather goods and
shoes, and utensils and decorations.

2.9.2.2Export Markets

Exports to both established and new markets coadirta grow with new
markets growing by 24.7 percent and accountingaftarger share of the market at
43.2 percent, while established markets grew by p&rcent, accounting for a lower
share of the market at 56.8 percent. This shiftects a policy of broadening
Thailand's export markets by opening new markétseby, reducing dependence on
just a few established markets.

Those new markets showing the fastest growth ratduded Latin
America (36 percent), Eastern Europe (35.9 percehtistralia (30.7 percent),
Indochina and Burma (27.7 percent), China (27.%emw), the Middle East (27.1
percent), Taiwan (23.7 percent), and Canada (16r6ept). Established markets,
such as the US, the EC, Japan, and ASEAN, all gr&le only exception was
Indonesia, which had both economic downturns atitiqgad changes.

2.9.2.3Export Performance and Market Breakdown

The 2008-2009 global economic slowdown will almosttainly reduce
exports and export growth during this period. Hegrethe preceding data reflect the
overall importance of exports to the Thai econonifis importance is also reflected
on the high importance that the Thai governmertgdan export development

The Ministry of Commerce has set an export grovaifydt for 2007 of
12.5 percent with a value of US$145 billion (TaBI8). These figures were arrived
at jointly by the government and private sectoakjrg into account the following
factors:

« The global economic downturn continued from theosdchalf of

2006, but the important economies continued to gribwt a slower rate. The US
economy slowed to 2.7 percent, compared to 3.3epéiin 2005. EU countries grew
more slowly at 1.9 percent, down from 2.6 percen2005. Japan slowed to 2.3
percent from 2.8 percent in 2005, while China skbwe9.6 percent compared to 10.4
percent in 2005.
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« The Thai government and private sectors worked thegeto
expand existing markets and to penetrate new nwrlseich as China, India, the
Middle East, and Africa, as Thai products and sewicontinue to gain in popularity.

The Thai government promoted a policy of enhancstgndards and
increasing recognition of Thai products and sessimeboost competitiveness, while
seeking the maximum benefits from FTAs with Chihalia, Australia, and New

Zealand.

Table 2.3
Thailand’s Export Performance and Market Breakdown during 2005-2007

Value (US$) Growth rate (%) Share of Whole (%)

Market 2005 2006 2007* 2005 2006 2007** 2005 2006 2007**

Established 66,015 73,708 79,194 9.5 11.7 7.4 595 56.8 543

1.US 16,997 19,454 20,621 9.6 145 6.0 153 150 141

2. Japan 15,097 16,431 17,334 11.8 8.8 5.5 13.6 12.7 119

3. EC (15%) 14,294 16,874 17,717 3.5 18.0 5.0 129 13.0 121

4. ASEAN (5% 19,627 20,950 23,521 125 6.7 12.3 17.7 16.1 16.1

New, other 44,939 56,036 66,768 23.9 247 19.2 40.5 43.2 457

Total 110,953 129,744 145,962 149 169 125 100 100 100

* Countries** Target

2.9.3 Information of Thailand’s Department of Export Promotion

The Department of Export Promotion under Ministfy @ommerce is
functions as the developer of policy recommendatiand action plans on issues
related to trade and marketing. The Departmert pnavides strategic directions and
measures for promoting Thailand’s exports. Whest stablished in 1952, it was
named the "Department of Economic Relation¥'he department then changed its
name to the "Department of Commercial Relationsl'9@2 In 1989, the department

was re-named the "Department of Export PromotioBRPto reflect a clear picture
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of the department's activities and responsibiljitee®d it uses this name at the present
time.

At present, based on the most comprehensive anib-date exporter
directories currently available (2005-2006), thep&gment of Export Promotion
listed there is 9,725 Thai firms as being expor&ithat time.

2.9.3.1Duties of Department of Export Promotion

The Department is entrusted with the following dsitand responsibilities
to:

1. Promote and expand the market for Thai export®otg and services
by penetrating new markets and to preserve exisings.

2. Develop and perform activities that promote tradel ancrease the
competitiveness of the export sector, for instative,expansion of production bases
overseas.

3. Reinforce the ability of Thai exporters to delivgwods and services
that are of international standards and meanwhieeasing the competitiveness of
Thai exporters to further penetrate the internaionarket.

4. Build a positive image of Thai goods and servicesl dahereby
increases the market's confidence in Thai prodacterms of quality and prompt
delivery of service.

2.9.3.2 Functions of Department of Export Promotion

Functions of the Department are to:

1. Formulate policy recommendations and action planssues related
to trade and marketing and in this process; prosideegic directions and measures
for promoting export.

2. Provide Thai manufacturers and exporters as wdtrasgn importers
with trade information services and to strengthen role of information technology
in export promotion.

3. Utilize the media and public relations as a mecdrarfor promoting
Thai products.

4. Improve the knowledge and skills of the privatetsepersonal in the
field of international trades ensuring that competness in the export sector is
adequately enhanced.



63

5. Reinforce coordination and cooperation with theveaht international

institutions and organizations in support of ex@pansion.

2.10 Conclusion

The literature on the internationalization processad the export
involvement process show that the export activitiea firm are developed through a
gradual process moving from the first stage tolést stage over a period of time.
Each specific stage has different problems andndiste needs. Therefore, different
educational and export promotion programs are rieeml@ddress the needs of firms
at different stages of the export process. Thigslystemploys Internationalization
Theory to discern the export promotion programsiireg at each stage, and relates
export performance at the different stages to tpesgrams.

From the literature review of export promotion angbort performance in
different studies, can be argued that there arelear- cut findings with regard to
many aspects of these subjects. There are intensiss in terms of the effect of the
various determinants on export performance. Maggomost researchers of export
promotion focus their studies on awareness andeusbgxport promotion programs.
It is argued here that perceived export problemd aatisfaction with export
promotion programs can be independent determiniants comprehensive export
performance model though the extant literature @pod performance mostly
neglects them as independent variables impactipgreperformance.

In addition, few studies have linked export promotprograms with any
internal determinants of firm export performandéis study proposes that there is a
link between export promotion programs and sucherottieterminants as firm
characteristics and attitude toward exporting protd which eventually influence
export marketing strategy and performance. Rebdarneeded to examine both the
direct and indirect effects of export promotiongmams on firm export performance.

Some research design limitations employed in previstudies and there
has been a lack of consensus with regard to howerexgerformance should be
measured. In addition, some studies have usegrioppate analytical methods to
examine the relationships between export performamnd related factors.



64

Regression has been the most popular analyticabapip adopted by researchers, as
well as a diverse set of other approaches sucthad-test and chi-square test,
ANOVA and discriminant analysis. Based on the gbations and limitations of
studies reviewed, this study will address the nom@d perceived gap by us |
objective and strategic measures to assess exmoformance. More

sophisticated technique will be employed in théistiaal analysis.



