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ABSTRACT

AN EXAMINATION OF FACTORS THAT
INFLUENCE EXPORT INVOLVEMENT

By

Catherine Nancy Axinn

The purpose of this study was to enhance understanding of export
behavior by examining critical factors in exporting. The research was
conceptualized within the framework of adoption theory, with export
involvement representing the degree to which a firm has adopted and
implemented exporting.

Field research was conducted by mailing questionnaires to top ex-
ecutives of 383 firms in the machine tool industry located in the
Province of Ontario and the State of Michigan. The analysis was based
on responses obtained from 105 firms (an effective response rate of
27.4%).

Examination of the factors which were expected to influence export
involvement was the central focus of this research. These factors were
of two types: perceived innovation attributes (indices of managers'
perceptions of the characteristics of exporting), and adopter charac-
teristics (characteristics of firms).

Results indicate that a combination of both groups of factors
provides the fullest explanation of export involvement. In addition,
managers' perceptions of the relative advantage of exporting were shown
to be the most important determinant of a firm's export involvement.
Other significantly influential factors included two firm characteris-

tics, the percent of managers with overseas work experience and market



area, and managers' perceptions of the complexity of exporting.

It is, therefore, suggested that in order to account for the var-
iability in export involvement exhibited by firms in the same industry
and location, we need to consider 'behavioral' elements, such as the
perceptions managers have of exporting, in addition to the structural
variables proffered by economic theory. It is further suggested that
involvement in exporting signifies that a choice has been made (either
implicitly or explicitly) between alternate strategies for accomplish-
ing firm goals and that future research should consider exporting with-
in the context of the strategic choice processes and procedures of

firms, not as an isolated behavior.
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CHAPTER ONE

INTRODUCTION

Exporting continues to be the primary means by which firms gain
access to the international marketplace. Over the past two decades world-
wide exports have expanded from $118 billion in 1960 to $1,766 billion in
1984 (International Monetary Fund, 1984 and 1985). This substantial
growth has stimulated an increase in the volume of research concerned
with understanding exporting; yet very little is known about the factors
that influence a firm's involvement in this important activity.

The export process and a firm's decision to export have been
described in a number of ways. Writers have tended to include some
combination of the following sets of variables in their models and
analyses: 1) characteristics of firms, 2) characteristics of managers,
3) managers' expectations (perceptions) of their results of exporting, 4)
the activities of outside agencies or change agents, and 5) environmental
considerations.

Theorists have developed several models which identify stages in the
export process. Generally these flow from a point where management
concentrates on the firm's efforts on the domestic market, with no
interest exhibited in exporting, through several intermediate phases
until management has developed a long-term commitment to exporting and

actively seeks new export markets (Bilkey and Tesar, 1977; Cavusgil and



Nevin, 1980; Czinkota and Johnston, 1981). These models indicate one of
the major conclusions which previous research allows: involvement in
exporting is a gradual process (Cavusgil and Nevin, 1980).

Another conclusion which has been drawn is that the initial export
involvement of a firm can be considered the adoption of an innovation.
Simmonds and Smith (1968) state that:

Entry into an export market is just as much an innovation as the

adoption of a new production process, for example, so there is every

reason to suspect that many of the findings concerning other

innovations will apply. (p. 94)

Building on this assertion, other writers have employed several
diffusion of innovation/adoption process constructs in their models and
investigations. Studies have 1) assessed the characteristics of adopters
(exporters) and non-adopters (non-exporters) at both the manager and firm
level (Snavely, et al., 1964; Simpson and Kujawa, 1974; Cavusgil, Bilkey
and Tesar, 1979); 2) explored the role of change agents (Simpson and
Kujawa, 1974; Lee and Brasch, 1978); and, 3) modeled stages of the export
process after stages in the adoption process (Bilkey and Tesar, 1977;
Cavusgil and Nevin, 1980).

Almost every major construct in Rogers' (1962) paradigm of the
adoption of an innovation (Figure 1) has been explored by the research
cited above. The focus of this research is on a set of constructs in
this paradigm which has here-to-fore been excluded from major
consideration in the context of exporting: the perceived
characteristics.

This study was designed to examine how managers' perceptions of the
characteristics of expotting influence firm involvement in exporting. In

addition, these perceptions are compared with the characteristics of
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firms and their managers to determine the relative contribution of each
toward explaining variance in the export involvement of firms.

Scholars exploring the adoption of innovations in the context of
rural sociology have noted the necessity to include perceptions of the
characteristics of innovations in their analyses of adoption behavior.
In examining the use of adopter characteristics alone, Thio (1971) notes
that:

The implication is clear that there are still other important factors

such as innovation attributes [characteristics] that should be con-

sidered simultaneously in order to predict more successfully the
likelihood of one's accepting an innovation...[Thus], a consideration
that takes into account both the innovation-attributes and the

adopter-characteristics...may account for more variance in adoption
rates. (p. 60)

The research of Fliegel, Kivlin and Sekhon (1968) also indicates the
importance of considering innovation attributes or characteristics. In
summarizing their findings they state:

The total variability accounted for [by innovation attributes] in

rate of adoption was quite high...We interpret [this] to mean that

the approach to diffusion of innovations via their attributes is a

meaningful and rewarding one. (p. 449)

The dependent variable in this research is export involvement rather
than rate of adoption or simply adoption/non-adoption. There are several
reasons for this choice. First, as noted by Downs and Mohr (1976),
"operationalizing innovation by the extent of implementation comes closer
to capturing the variations in behavior that we really want to explain."
(p. 709) Second, because exporting is a marketing activity in which a
firm can involve itself (adopt) for one sale and then not undertake again
for a period of the time, level of export involvement becomes a more

meaningful indicator of’ the degree to which exporting has been adopted

and implemented as a part of the permanent strategy of a firm. Also,



several researchers have found significant differences between firms with
varying levels of involvement in exporting (Bilkey and Tesar, 1977;
Czinkota and Johnston, 1981).

The third conclusion which has been drawn from the exporting
literature is related to the relationality of the export decision making
process (Cavusgil and Nevin, 1980). Lee and Brasch (1978) in their
examination of the rationality of the export adoption decision found the
majority of firms to be non-rational, with many moving ahead with
exporting without much rational analysis or deliberate planning. These
firms are reported to have only vague justifications for their actions.
It is posited here that these 'vague justifications' may, in fact, be
related to the managers' perceptions of the characteristics of exporting.

This examination of the influence of managers' perceptions of
exporting or firm export involvement has the potential to make several
contributions, theoretical and pracltical. From a theoretical
perspective, this fuller application of adoption/diffusion constructs to
the study of exporting offers two important opportunities.

First, it allows further assessment of the possible contribution of
adoptive theory to the understanding of marketing practices. Adoption
constructs have been usefully employed in research on new product
adoption and diffusion (Rogers, 1976), but have not been similarly
employed in the study of the adoption and implementation of marketing
practices, such as exporting.

Second, by focusing on export involvement, the study should be able
to illustrate the usefu}ness of perceived characteristics as indicators

of implementation and not just adoption. According to Tornatzky and



Klein (1982):

Innovation characteristics research studies should focus on both

adoption and implementation as the dependent variables, and not

simply dichotomous yes/no adoption decisions. ...The failure to use
degree-of-implementation as a dependent variable probably yields mis-
leading correlations of innovation characteristics with innovation

behavior. (pp. 29,32)

From a practical perspective, this study could have important
implications for public policy makers concerned with export promotion and
expansion and for export facilitating agents as well. First, if we can
determine which perceived characteristics of exporting have a greater
affect on export involvement then agencies concerned with export
expansion may be able to make better use of limited resources by focusing
their promotion on those characteristics. Further, if it is determined
that export involvement is more greatly influenced by either
c};aracteristics of firms or managers' perceptions of exporting, it will
be possible to develop better screening criteria for identifying
potential exporters.

Second, a fuller understanding of how managers perceive exporting
will also be useful to export middlemen, such as freight forwarders and
bankers. For instance, determining how manufacturing managers perceive
the complexities of exporting can assist such agencies in designing cthe
services they offer and in presenting them properly to their clients.

In conclusion, this research is undertaken with the expectation that
it can expand and enhance our understanding of export involvement. In
summarizing the results of a recent study, Cavusgil and Nevin (1981)
conclude that, '"the reluctance of firms to export may be largely
attributed to top management's lack of determination to export." (p. 119)

This could be interpreted to mean that some firms don't export because



their managers don't want to export; or conversely, that other firms
export because their managers do want to export. The current study is
concerned, fundamentally, with understanding why the managers of some
firms want to export and others do not.

This issue is approached through examination of the perceived
characteristics of exporting because, as illustrated in Figure 1,
perceived characteristics are thought to influence a potential adopter's
evaluation of an innovation. Therefore, it is expected that this study
will demonstrate how the evaluation of exporting, via its perceived
characteristics, affects export involvement.

The following chapter will begin with an examination of the nature of
perceived characteristics, as evidenced in the literature and will
continue with a review of the literature on exporting.

The models, hypotheses and relevant definitions are presented in
Chapter Three, while Chapter Four consists of a description of the
methodology used to gather data and the procedures used to develop
measures of the perceived characteristics of exporting and other
variables. Chapter Five presents the results of testing the hypotheses,
and a brief discussion of these results. A summary of the study and a
discussion of its implications, limitations, and conclusions appear in

Chapter Six.



CHAPTER TWO

LITERATURE REVIEW

INTRODUCTION

The following literature review serves a number of purposes. The
first section examines some of the key issues which have emerged from the
literature on the perceived characteristics of an innovator. It will
also provide an indication of how perceived characteristics have been
defined in previous research. The second section reviews several export-
related models in order to illustrate how the current research, and
particularly the perceived characteristics of exporting, fit into
existing theoretical frameworks.

The third, and major, section of this chapter reviews, in detail, the
most relevant of the extant empirical literature. This review is
conducted in two parts. The first part focuses on comparative research.
The objective here is to identify variables which have been useful in
distinguishing between exporters and non-exporters. The second part
focuses on predictive research. This is the research which is most
similar, in design and intent, to the present study. In this instance,
the objective is to identify variables which have been significant
predictors of export behavior in previous studies.

Throughout the examination of the empirical literature, particular

attention will be paid to concepts and variables which may be




meaningfully related to measures of the perceived characteristics of
exporting. In addition, it is primarily on the basis of this review that

the characteristics of firms included in this study will be selected.

PERCEIVED CHARACTERISTICS

Throughout several decades the perceived characteristics of innova-
tions have been repeatedly incorporated in innovation research.

Innovation characteristics research describes the relationship

between the attributes or characteristics of an innovation and the

adoption or implementation of that innovation. This topic represents
one of the classic issues in the innovation literature, albeit one
that has been little studied in the last decade. (Tornatzky and

Klein, 1982, p. 28) :

Over the course of years a plethora of characteristics has been
ascribed to innovation. This multiplicity has resulted in the assertion
by one author that, '"we need a standard classification scheme for
describing the perceived attributes of innovations in universal terms"
(Rogers, 1983) while others (Downs and Mohr, 1976) have decried this line
of research as fruitless.

Several underlying issues provide the foundation for the controversy
concerning innovation characteristics research. These issues pertain to
the characteristics' 1) basic nature, 2) multiplicity, 3) multidimen-
sionality, and 4) intercorrelation. The likelihood that these issues are
interrelated merely complicates their resolution.

It is important to realize that innovation characteristics research
is not the only field of study to be afflicted by problems such as these.
Inquiries concerning such complex theoretical constructs as 'motivation',

'culture', and many othér social science concepts face similar sets of

issues.
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Questions related to the basic nature of characteristics have been
raised by Downs and Mohr (1976). They took issue with the inclusion of
both primary and secondary characteristics in innovation research and
with the failure of researchers "to pay sufficient attention to the

distinction between the two" (Tornatzky and Klein, p. 28). The
differentiation between primary and secondary characteristics espoused by
Downs and Mohr was based on definitions given by Jeans (1966):

Secondary qualities are those which are perceived by the senses and

so may be differently estimated by different percipients; primary

qualities are those which are essential to the object or substance

and so are inherent in it whether they are perceived or not. (p. 196)

Due to their 'perceived' nature, Downs and Mohr suggest that
secondary characteristics should be viewed as measures of the
relationship between the organization and the innovation and as such they
"can be viewed as variables that characterize the circumstances
surrounding a particular decision to innovate." (p. 706) Thus the
essence of the Downs and Mohr criticism of perceived or secondary
characteristics is that they vary naturally on a situational basis and
cannot be expected to produce consistent results. The attendant
implication is that primary characteristics are more stable.

In an effort to answer this and other allegations made by Downs and
Mohr a meta-analysis of innovation characteristics research was conducted
by Tornatzky and Klein (1982). In rebuttal, they assert that:

If anything, Downs and Mohr (1976) probably underplay the importance

of 'subjective' factors. Downs and Mohr ignore the perceptual

literature in social psychology and related fields which has for many
years noted that even what is assumed to be invariate physical
reality (e.g., a primary attribute) is always subject to social
influences. ... Furthermore, while so-called primary attributes of

innovations can be measured 'objectively', the meaning of the objec-
tive measure of the characteristic is subjective, that is, in the
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mind of the perceiver. Thus while an innovation may cost a fixed

amount (and cost is a so-called primary attribute), the cost of the

innovation is evaluated by the potential adopter relative to his or

her financial resources. (p. 28)

In accordance with this pursuasive argument and Rogers' suggestion
that "it is the beholder's perceptions that influence the beholder's
behavior" (1983, p. 212), the current research considers only secondary
or perceived characteristics of exporting in its analysis of export
involvement.

In a sense, the whole issue of primary versus secondary character-
istics arises from the multiplicity of characteristics of innovations
included in past research. How this multiplicity came about or, for that
matter, how so-called primary characteristics came to be included in this
line of research at all can only be surmised. It seems likely, however,
that both developments resulted from efforts by researchers to cope with
relatively inexact definitions of characteristics provided by Rogers
(1962, 1971, 1983) and arrive at reasonably precise methods of measuring
various aspects of innovations.

Rogers himself has changed the names and definitions of the
characteristics of innovations over the decades, yet even in his landmark
synthesis of innovation research in 1962 the characteristics were clearly
identified as '"perceived" (See Figure 1). Over the years the word
perceived has worked its way into his actual definitions of several
characteristics. Rogers' (1983) most recent definitions of the perceived
characteristics of innovations are presented below:

Relative advantage is the degree to which an innovation is perceived
as being better than the idea it supersedes. (p. 213)

Compatibility is the degree to which an innovation is perceived as
consistent with the existing values, past experiences, and needs of




potential adopters. (p. 223)

Complexity is the degree to which an innovator is perceived as
relatively difficult to understand and use. (p. 230)

Trialability is the degree to which an innovation may be experimented
with on a limited basis. (p. 231)

Observability is the degree to which the results of an innovation are
visible to others. (p. 232)

In introducing these definitions Rogers states that:

Selection of these five characteristics is based upon past writings

and research as well as on a desire for maximum generality and

succinctness. We are working toward a comprehensive set of
characteristics of innovations that are as mutually exclusive and as

universally relevant as possible. (p. 211)

No doubt the criteria of maximum generality and universal relevance
account for the inexactness of the definitions, and considering the
diverse innovations to which these general characteristics have been
applied, it is not surprising that individual researchers have developed
customized variants.

Closely linked with the multiplicity of characteristics and the
development of customized variants is the issue of multidimensionality.
Several of the characteristics, as identified by Rogers, are multi-
dimensional by definition while others are multidimensional by default.
Both Compatibility and Complexity are multidimensional by definition. An
innovation may be compatible if it is perceived as consistent with
existing values or past experiences or the needs of potential adopters;
it may be complex if it is relatively difficult to understand and (or)
relatively difficult to use.

In studying the adoption and implementation of specific innovations
the relevance of each dimension of these two characteristics will vary

and so will the customization of specific measures. Indeed, Tornatzky



and Klein found that their ability to generalize about the relationship
between Compatibility and adoption was "limited by the fact that some of
the studies measured practical compatibility, some value compatibility
and some a combination of the two." (p. 34)

Relative Advantage, Trialability and Observability are characteris-
tics which are multi-dimensional by default. A particular innovation may
be perceived as being better than the idea (practice, product) it
supersedes in any number of ways. Rogers followed his earliest
definition of Relative Advantage by stating that:

Profitability, the difference between economic returns resulting from

adoption of an innovation and the innovation's economic costs, is one

dimension of relative advantage. (1962, p. 146)

Social approval or the status giving aspects of an innovation have
also been associated with relative advantage (Rogers, 1983). Tornatzky
and Klein assert that:

Relative advantage is perhaps too broad and amorphous a

characteristic to be of much use. Typically it is the garbage pail

characteristic in innovation characteristics studies into which any

number of innovation characteristics are dumped. (p 34)

Trialability and Observability may also be perceived multidimen-
sionally, depending on the specific nature of an innovation. Results may
be made visible in various ways and different types of experimental uses
may be possible, thus measurement customization may be necessary.

Multidimensionalty contributes to the multiplicity of characteristics
of innovations when measures developed to reflect specific aspects of an
innovation are treated empirically and conceptually, not as components of
more general characteristics of innovations but, as characteristics in

and of themselves.

Tornatzky and Klein's meta-analysis covered the ten characteristics



of innovations which were most frequently employed in the seventy-five
pieces of research they analyzed. These included (in order and with the
number of studies using each in parentheses): Compatibility (41),
Relative Advantage (29), Complexity (21), Cost (20), Communicability
(13), Profit (10), Divisibility (10), Social Approval (8), Trialability
(8), and Observability (7). Twenty additional characteristics were also
found in the articles they reviewed, but these were not analyzed.

In Figure 2 the characteristics analyzed by Tornatzky and Klein, and
those not analyzed, are listed in association with the classic innovation
characteristics (Rogers') of which they may be considered components.
Also listed in Figure 2 are the characterist;cs identified by Zaltman,
Duncan and Holbek (1973), to be discussed presently.

Examination of Figure 2 reveals that the multiplicity related to
Relative Advantage is most pronounced. Indeed, the classification
presented could be considered representative of the 'garbage pail"
syndrome mentioned by Tornatzky and Klein. On the other hand, a
reasonable rationale could be presented to justify considering each of
the separate 'characteristics'" as component dimensions or aspects of the
classic characteristic, Relative Advantage. Based on earlier discussions
of Rogers, both profitability and social approval should be construed as
components of relative advantage. Cost, referred to previously by
Tornatzky and Klein as a primary characteristic, is in reality a
component of profitability as profit equals revenue minus cost. Similar
reasoning can be applied to the '"characteristics" not studied by

Tornatzky and Klein, as well as those identified by Zaltman, et al.



CLASSIC CHARACTERISTICS | CHARACTERISTICS | CHARACTERISTICS
CHARACTERISTICS | STUDIED BY NOT STUDIED BY IDENTIFIED 3Y
(ROGERS-BASED) | TORNATZKY AND TORNATZKY AND ZALTMAN, DUNCAN
KLEIN N AND HOLBEK
Relative Relative Continuing Financial cost
Advantage advantage cost - initial
Profitability Flexibility - continuing
Social Importance Returns to
approval Initial cost investment
Cost Mechanical Efficiency
actraction - overall time
Payoff saving
Rate of cost - avoidance of
recovery boctlenecks
Regularity of Risk and Uncer-
reward tainty
Reliability Scientific
Riskiness status
Specificity of Perceived rela-
evaluation tive advantage|
Savings of Terminality
discomfort Susceptability
Saving of time to successive
Scientific modification
status Gateway capa-
city (open
avenues to
other innova-

Compatibility Compatibility | Pervasiveness Compatibility
Radicalness Pervasiveness

|
|
| | tions)

Impact on
interpersonal
relationships

i

Complexity Complexity | Ease of oper- Complexity
| acion
Trialability Divisibility | Reversibility
Trialability ! Divisibility
| Degree of

commitment

Observability Communicability  Clarity of
Observability results
visibility

Communicability

Clarity of
results

Publicness vs.

| privateness

| Gatekeepers

FIGURE 2
SUMMARY OF CHARACTERISTICS OF INNOVATIONS

SOURCES: E.M. Rogers, Diffusion of Innovations, New York: The
Free Press, 1962. L.G. Tornatzky and K.J. Klein, "Innovation Charac-
teristics and Innovation Adoption-Implementation: A Meta-Analysis of
Findings," IEEE Transactions on Engineering Management Vol. EM-29,
No. 1 (February 1932), 28-45. G.R. Zaltman, R. Duncan and J. Holbek,
Innovations and Organizations, New York: John Wiley & Soms, 1973.




Somewhat more interesting is the treatment of Trialability and
Observability by Tornatzky and Klein. In addition to these two classic
characteristics, their evolutionary predecessors, Divisibility and Com-
municability, were also analyzed. To justify separate treatment
Trialability and Observability were defined according to the Rogers and
Shoemaker (1971) definitions (actually identical to Rogers' definitions
cited above). Divisibility was defined as the '"extent to which an inno-
vation can be tried on a small scale prior to adoption." (Fliegel,
Kivlin and Sekhon, 1968, p. 446) and Communicability was defined as "the
degree to which aspects of an innovation may be conveyed to others."
(Rothman, 1974, p. 441) Tornatzky and Klein admitted the "the notion of
communicability is very similar to and obviously related to that of
observability." (p. 36) They also asserted that although "the divisi-
bility of an innovation is closely related to its trialability" (p. 37)

and "

a highly divisible innovation is usually highly 'trialable' " (p.
37) but "not all 'trialable' innovations are divisible." (p. 37)

It should be recognized that Tornatzky and Klein are not responsible
for this confusing multiplicity of terms. They simply reported on the
characteristics as they were used in the literature. Some researchers
have studied 'observability', others 'communicability', some
'divisibility', and others 'trialability'. But are these conceptually
distinct characteristics? Probably not, but depending on the specific
nature of a particular innovation one or another term may appear more
relevant, just as circumstances may dictate the appropriateness of
various component aspects of relative advantage.

This is similar to the reasoning used by Zaltman, et al., in
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introducing their long list of characteristics:

Each of the various types of innovations can possess a varied

combination of attributes that have been found to be relevant for

describing, explaining, and predicting responses to innovationms. (p.

33)

Although it is probably true that each innovation possesses a variety
of attributes, it is also possible to consider these attributes as
components of the classic characteristics as defined by Rogers. This
possibility has been demonstrated by Kivlin and Fliegel (1968) in a study
of the adoption of farm practices.

In analyzing their results they utilized a factor analysis of the
dairy farmers' perceptions of fifteen attributes of modern farm
practices. Although the study included both medium and small scale
farmers, only the factor analysis of the medium sized farmers'
perceptions is reported here. Table 1 presents the five factors which
resulted from Kivlin and Fliegel's analysis, along with the factor
loadings for each of the innovation attributes, and the factor names they
proposed.

Their results indicate that the perceived innovation attributes can
be empirically associated with underlying factors. Also, the factors
which they identified, although not mirroring exactly the classic
characteristics of an innovation, are good approximations of them
(labeled in parentheses on Table 1).

There are intriguing aspects of Kivlin and Fliegel's results. First,
Factor A is composed, primarily, of aspects of Relative Advantage, as
they are listed in Figure 2; the exception is 'complexity'. Complexity
might reasonably be expected to appear on a factor of its own, but there

are several plausible explanations for the result shown in Table 1.
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TABLE 1

FACTORS UNDERLYING FARMER'S PERCEPTIONS OF NEW PRACTICES

FACTOR A: Long-run Investment Implications
(Relative Advantage)

.87 Rate of Cost Recovery
.73 Continuing Cost

.70 Regularity of Reward
.61 Initial Cost

.59 Complexity

FACTOR B: Clear Results
(Communicability)

.86 Clarity of Results
.32 Social Approval

Conservation of Time and Effort
(Compatibility)

FACTOR

a

.85 Saving of Discomfort
.82 Saving of Time
.80 Compatibility

FACTOR D: Farm Reorganization
(Divisibility)

.87 Divisibility for Trial
.85 Pervasiveness
.71 Mechanical Attraction

FACTOR E: Dairying for Profit

.76 Association with Dairying
.66 Payoff

SOURCE: Adapted from, J.E. Kivlin and F.C. Fliegel, "Orienta-
tions to Agriculture: A Factor Analysis of Farmers' Perceptions of
New Practices," Rural Sociology, Vol. 33 No. 2, June 1968, 127-140.
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Since most of the other attributes on Factor A concern costs, perhaps
less complex innovations cost less to adopt. It is also possible that
more complex innovations are associated with higher long-run returns.

A second and somewhat related aspect of the results is the apparent
dispersion among several factors of various attributes which were
associated with Relative Advantage in Figure 2. Social Approval appears
on Factor B with Clarity of Results, an attribute which Zaltman, et al.,
logically associate with Communicability. Savings of Discomfort and Time
appear on Factor C with Compatibility. Mechanical Attraction appears on
Factor D with Divisibility for Trial and Pervasiveness, which Zaltman, et
al., associate with Compatibility.

Third is the independence of perceived payoff of adoption from
perceived costs. Kivlin and Fliegel suggest that Factor E could
represent short-run profit interest and Factor A long-run investment
concerns. Were this true, the implications for export involvement would
be very important as exporting is frequently considered a long-run
strategy, and is not usually associated with short rumn profits (Thach and
Axinn, 1983).

The relatively unexpected associations evident in Kivlin and
Fliegel's results stimulate doubt about the mutual exclusivity of the
classic characteristics, which leads to consideration of the fourth
innovation characteristics issue: the interrelatedness of the
characteristics. Rogers contends that "each of (the five characteris-
tics) is somewhat empirically interrelated with the other four, but they
are conceptually distincc.” (p. 211)

Tornatzky and Klein suggest that the very multiplicity of
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characteristics:
raises serious questions about the independence of these dimensions.
In fact, one of the neglected areas of research in this area is
analysis of the independence of perceived attributes. (p. 33)
They also state that:
Given the intercorrelation of the innovation characteristics in a
study involving several characteristics, it is impossible to
ascertain, from the regression coefficients alone, the first order
relationship between a single independent variable and the dependent
variable; multicollinearity of independent variables may actual(ly)
reverse their regression coefficient signs in the equation. (p. 31)
Although no single researcher can presume to resolve all these
issues, each researcher must both acknowledge and address them with
respect to their own undertaking. The current research is based on the

following suppositions:

1) Secondary or perceived characteristics of exporting are the most
appropriate indicators of export involvement.

2) Multiple aspects of exporting can be treated empirically as
components of the classic characteristics: Relative Advantage,

Compatibility, Complexity, Trialability and Observability.

3) Each characteristic is expected to be empirically
multidimensional.

4) Several aspects of each characteristic are expected to be
interrelated with aspects of other characteristics.

In addition, Rogers' (1983) definitions of perceived characteristics
provide the general framework for defining the perceived characteristics
of exporting used in this study. These are provided below in order to
serve as a point of reference for the following discussion of the export
literature.

Perceived Relative Advantage of Exporting is the degree to which
exporting is perceived as better than marketing to domestic markets.

Perceived Compatibility of Exporting is the degree to which exporting
is perceived as consistent with the goals of the firm and with the
firm's domestic marketing practices.
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Perceived Complexity of Exporting is the degree to which exporting is
perceived as difficult to implement or undertake.

Perceived Trialability of Exporting is the degree to which exporting
is perceived as possible to try on a limited basis.

Perceived Observability of Exporting is the degree to which the
results of exporting are perceived as visible.

THEORETICAL FRAMEWORKS

The following discussion reviews three models which are the most
pertinent to the current research. Other export-related models which
have been developed may be examined in Bilkey's (1978) comprehensive

review of the export marketing literature.

A Model of the Export Development Process

Bilkey and Tesar (1977) were the first to propose a "stages" model of
the export development process (Figure 3). This model intenticnally
follows the pattern of the adoption of an innovation developed by Rogers
(see Figure 1). Thus, Stage One corresponds with Awareness, Stage Two
with Interest, Stage Three with Evaluation, Stage Four with Trial and
Stage Five with Adoption. In a sense, Stage Six represents an iteration
back to Stage Three with the evaluation of additional foreign market
entry opportunities.

Managers' perceptions of the characteristics of exporting are
relevant to the management activity at Stage Three of this model. This
is especially appropriate because of the correspondence between Stage
Three in the Bilkey an.d Tesar Model and Evaluation Stage in Rogers'

Adoption Model. Examination of Rogers' model (Figure 1) reveals that the
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Stage One: Management is not interested in exporting,
would not even fill an unsolicited export
order.

Stage Two: Management would fill an unsolicited ex-
port order, but makes no effort to explore
the feasibility of exporting.

Stage Management actively explores the feasibi-
Three: lity of exporting (can be skipped if unso-
licited export orders are received).

Stage Four: The firm exports on an experimental basis
to some psychologically close country.

Stage Five: The firm is an experienced exporter to that
country and adjusts exports optimally to
changing exchange rates, tariffs, etc.

Stage Six: Management explores the feasibility of ex-
porting to additional countries that,

psychologically, are further away.

And so on

FIGURE 3
A MODEL OF THE EXPORT DEVELOPMENT PROCESS
SOURCE: W.J. Bilkey and G. Tesar, '"The Export Behavior of

Smaller-Sized Wisconsin Manufacturing Firms," Journal of International
Business Studies, (Spring/Summer 1977), p. 93.




23

perceived characteristics of an innovation are explicitly represented as
impacting the evaluation of the innovation.

In relating this model of export development to the concept of export
involvement, it could be said that a firm at Stage One is uninvolved in
exporting and becomes progressively more involved as it moves through the
later stages.

Because this model specifies the nature of the markets to which a
firm exports at different stages, its usefulness as a general model and
its relevance to the current research is diminished. By stipulating that
experimental exporting is focused on 'psychologically close' countries
the model confounds its intent by introducing issues of market selection
while apparently ignoring the demand-responsive motives of firms.
Similarly, the intrusion of market selection considerations reduces the
model's relevance to the primary concern of this research as our focus is
on export involvement, per se, regardless of the identity of specific

export markets.

A Model of Incremental Internationalization

Cavusgil and Nevin (1980) present a model of the incremental
involvement of a firm in the international marketplace (see Figure 4).

They suggest that movement from one stage to the next takes place

as a
result of successive decisions made by management over a period of time."
(p. 69) In this model exporting plays a key role at the Experimental
Involvement Stage. According to the authors, given "sufficient stimuli,

decision makers in a non-exporting firm may become interested in

exporting and may engage in subsequent evaluation of the desirability of
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exporting for their firm." (p. 69)

It is probably during the "preliminary evaluation of the feasibility
of exporting" that managers' perceptions of the characteristics of ex-
porting become important. It is also possible that the managers' percep-
tions of exporting, while not actually being stimuli, could be considered
internal determinants of experimental involvement.

Cavusgil and Nevin note that, '"Decision-making at this stage appears
to be based on essentially management's diffuse impressions of the
attractiveness of exporting." (p. 70) They indicate that, "It is
possible for management to come out of the preliminary evaluation with

unfavorable expectations."

(p. 70) This is attributed to weak or
insufficient stimuli, without considering the possibility that the

"diffuse impressions" of management may, in fact, involve negative

perceptions of exporting.

A Model of the Role of the Individual in Export Decision Making

Reid (1980) offers a framework for viewing export adoption which
explicitly includes the role played by a firm's managers, their
knowledge, experience, and perceptions (see Figure 5). He suggests that:

The nature of the knowledge to be acquired as well as the different
aspects of the export decision which have to be considered, suggest
different decision-maker characteristics at work. Since the decision
process involves a consideration of new idea(s), then those factors
which are related to adoption of innovation can be expected to play a
critical role. It must be noted that one is not proposing the
primacy of an 'innovation' characteristic; one is merely indicating
here that those individual attributes which favour easier foreign
market information accessibility, transmission and interpretation
would be those likely to favour foreign entry consideration. (p. 266)

Reid continues by stating that;

while there is little substantive evidence on which one can
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CONTEXTUAL FACTORS

Industry Environment

Company Environment

Foreign Market
Environment

INDIVIDUAL MEDTATING FACTORS

Past Experience

Objective Knowledge

Experiential Knowledge

Export Orientation

Export Motivation

Export Expectation

\\\\-__%4 Export Intention

FIGURE 5

THE ROLE OF THE INDIVIDUAL IN EXPORT DECISION MAKING

SOURCE: S. Reid, "A Behavioral Approach to Export Decision
taking,'" Marketing in the 80's: Changes and Challenges, R.P Bagozzi,
e, a. (Eds), American Marketing Association, 1980, p. 265.
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generalize for individual characteristics in the context of export
adoption, one can postulate by analogy the existence of a similar
profile as found among consumer innovators... It can be suggested
that factors such as age, extent and type of education, national
origin, communication variables such as print readership, frequency
of travel, languages spoken, social interaction factors such as
membership of trade associations, professional associations, are

likely to influence export entry decisions. (p. 267)

Studies indicate that managers who decide to export have a greater

than chance likelihood of:

1) either being immigrants or having experience living and working
abroad (Simmonds and Smith, 1968; Garnier, 1974; Mayer and
Flynn, 1973; Langston and Teas, 1976)

2) having foreign language experience (Mayer and Flynn, 1973;
Langston and Teas, 1976)

3) having university educations (Mayer and Flynn, 1973; Simpson and
Kujawa, 1974)

4)  being young (Pinney, 1970) [as reported in Reid, 1980]

To clarify the relevant aspects of export adoption, Reid develops the

matrix shown in Figure 6, indicating that in his view:

the adoption of exporting as a mode of foreign entry by a firm

requires the satisfaction of at least four conditions. These are (1)

the availability of sufficient information, (2) the existence of a

favourable attitude toward exporting, (3) the availability of the

foreign entry possibility, and (4) the possession of the economic
means to pursue exporting as a mean of entry. While the last
condition is clearly contextual, related to industry and firm
environment, the other conditions are closely related to individual

decision maker factors, which are socio-psychological in origin.
(p. 266)

Although Reid's explicit focus is on individual adopter attributes
rather than innovation characteristics, it is the role played by
managers' perceptions of innovation characteristics with which the

current research is concerned. In the context of Reid's classification
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Dominant Factor

Specific Variables Involved

Availability
of Suffici-

Managerial Objec-
jective/experien~

Education, Readership, mem—
bership of relevant associ-

ent Informa-|ctial knowledge ations, kpowledge and usage
tion of institutional sources of
information, past cxport
experience.
Firm contextual factors
constraining the amount and
type of information sccured
Existence of|Managerial/past |Managerial export orienta-
favourable |experience tion.
attitude to- Existing and past firm per-
ward export- formance.
ing.
\Availability|{Managerial per- Unsolicited foreign order
of foreign |ception of for- (serendipity as a result of
entry possi-|cign market op- firm reputacion) or sought
bilicy portunity foreign orders.
Exposure to foreign market
stimuli and search for for-
eign markets through exhi-
bitions, trade fairs, ad-
vertising, travel.
Possession |Managerial per- |Perceived firm resources
of economic |ception of firm relevant for export entry.
aeans capability
FIGURE 6
RELEVANT ASPECTS OF EXPORT ADOPTION
SOURCE: S. Reid, "A Behavioral Approach to Export Decision

R.P. Bagozzi,
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of the condition required for export adoption, managers' perceptions may
be related to both the '"existence of a favorable attitude toward
exporting" (Condition 2) and "managerial perception of firm capability"
(Dominant Factor 4) (see Figure 6).

One premise of the current research is the expectation that attitudes
toward and evaluations of exporting are influenced by managers'
perceptions of the relative advantages of exporting in comparison with
other methods of obtaining firm goals. The attitude toward exporting may
also be related to the degree to which exporting is perceived by managers
as compatible with their business both operationally and strategically.
Therefore it is likely that positive per;eptions of both relative
advantage and compatibility will lead to increased export involvement.

Managers' perceptions of firm capability and of firm resources
relevant to export entry [and involvement] (Variable 4) may be related to
both the perceived trialability and perceived complexity of exporting.
If managers perceive the possibility of experimenting with exporting on a
trial basis, then they may believe that fewer firm resources are required
for their initial involvement in exporting than would be necessary for a
complete commitment to export marketing. This reasoning would further
suggest that perceived trialability and export involvement should be
positively related.

Viewing manpower as a component of economic resources, it is
important to consider managers' beliefs about the amount of employee time
involved in executing export sales, particularly in handling export paper
work., If managers believe that the complexities of export marketing

require excessive amounts of employee time as compared with domestic
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marketing, then they may decide that their firm does not possess the
relevant resources to become involved in exporting. Thus it should be
expected that perceived complexity and export involvement are negatively
related.

The three models just described have provided a context within which
it is possible to see relationships between manager's perceptions of the
characteristics of exporting and 1) the role of managers in export
decision making, 2) the export development process, and 3) a firm's
incremental involvement in the international marketplace. The next
section will provide a more detailed description of the characteristics

of firms that export and those that do not.

EMPIRICAL RESEARCH

The empirical research on exporting can be grouped into two
categories: Comparative and Predictive. Studies in the comparative
category have been conducted with one of two underlying purposes in mind.
Some of these studies have been concerned with developing profiles of
exporters and non-exporters which may be used to identify firms that do
not export but possess the potential for exporting. Other studies have
compared exporting and non-exporting firms or different types of
exporting firms with the intent of understanding the differences between
the groups. The variables on which firms are compared and profiles are
constructed may be grouped into four types: 1) Characteristics of iirms,
2) Characteristics of Managers, 3) Managers' Perceptions of Exporting,
and 4) Outside Influences [or external stimuli]. These same types of

variables have been used in predictive research to predict a variety of
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export-related behaviors.

Comparative Studies

- Profiles of Exporters and Non-Exporters

Two groups of researchers have contributed profiles of exporting and
non-exporting firms. Their findings are summarized in the chart shown in
Figure 7. The first group, Snavely, Weiner, Ulbrich and Enright (1964)
were concerned with economic development in Connecticut and thought the
profiles would help identify potential exporters. Their research team
conducted interviews with 145 managers of Connecticut firms that exported
and 142 firms that had never exported. The exporter characteristics they
identified are attributes which characterized a greater number of the
exporting firms than non-exporting firms. The reverse is true for non-
exporter characteristics.

Although the research is weakened by a low level of measurement and
the use of a judgment sample, the results give a general picture of the
types of firms most and least likely to export.

The profiles imply some interesting relationships between the
marketing practices of firms and managerial perceptions of the
characteristics of exporting--particularly perceived compatibility.

In this study exporters tended to:

1) Serve the entire U.S. market rather than only a local market.

2) Use a combination of selling techniques rather than personal

selling alone.

3) Use diversified merchandising techniques.

Given this composite description, one would expect these firms to



32

CHARACTERISTICS
OF FIRMS EXPORTERS NON-EXPORTERS

size *Gross sales were over Eaploy less than 100

$L million (CBT) people (CBT)
Product Have unique product Lacked unique product
(c8T) (cBT)
One or more products Non-technically oriented
were patented (S) industry (CBT) .
Held sole rights to
patents used (5)

Structure No formal structure fro

exporcing (CBT)

Planning *Planned for exporting *Did NOT systemacically

(cBT) explore exporting (CBT)
Systematically ex-

plored feasibility

of exporting (CBT)

Marketing Used a combination of Firn sold direccly to
Practices selling techniques buyers ()

(s) Firn used only personal
Used diversified selling ()
selling techniques
Had a price advantage
in markets served (S)
Markec Area Served encire U.S. Firm had only local
market () market ()
Sold beyond local
market (CBT)
Goals High profit aspiration Low profit aspiration
(cT) (cBT)
*Low aspirations for firm
growch (CBT)
CHARACTERISTICS
F MANAGERS

Attitude tovard | Management was willing

foreign markets| to study foreign
markets (S)

PERCEPTIONS
MANAGERS
HAVE RE:

Effects of [“Very favorable expec- | *Neutral or unfavorable
exporting on cations re effect of expectations re ef-
firm goals exporting on firm's feces of exporting on

growth (CBT) firm growth (CBT)
[“Favorable expeccations

of exporting on firm's

market development

(cBT)

Exporting with Firm regarded its size
respect to as a barrier to export-
their firm ing (s)

FIGURE 7

PROFILES OF EXPORTERS AND NON-EXPORTERS

SOURCES: Adapted from, W.P. Snavely, et. al., Exporter Survey of
the Greater Hartford Area Vols I & II (1964), Washington, D.C.: Small
Business Administration (S). S.T. Cavusgil, W.J. Bilkey and G. Tesar,
"A Note on the Export Behavior of Firms: Exporter Profiles," Journal
of International Business Studies, (Spring/Summer 1979), 91-97 (CBT).
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possess the characteristics identified by Cavusgil, Bilkey and Tesar
(1979), i.e., to have a significant sales volume (over $1 miliion),
placed a high value on growth and market development and to participate
in activities, such as exporting, which present an opportunity for
achieving these goals. These firms would be expected to rely on a number
of middlemen to assist them in achieving their goals. National
distribution, in particular, is difficult to achieve without the
assistance of intermediaries such as wholesalers. Non-exporting firms,
in contrast, tended to sell directly to buyers rather than using any
middlemen.

This difference in customary selling methods and channel structure
may be critical in managers' evaluation of exporting, particularly
perceived compatibility. Export marketing often relies on the use of
agents and middlemen. It would be highly unlikely for a firm which had
never used such intermediaries in their domestic marketing activities to
find it immediately acceptable to use them in entering foreign markets.
A firm that usually sells directly to its customers may simply consider
the use of an agent, domestic or export, incompatible with its normal
mode of operation. Operational congruence between domestic and export
activities is one facet of compatibility considered in the current
research.

The other facet of compatibility included here is goal congruence.
The significance of variables related to the expected effects of
exporting on firm goals in Cavusgil, Bilkey and Tesar's profile analysis
reinforces the importance of goal congruence. Three of the seven primary

variables (denoted by asterisks in Figure 7) used to describe exporters
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and non-exporters relate to goal congruence.

To develop their profiles, Cavusgil, Bilkey and Tesar used responses
to a mail survey of 473 small and medium sized Wisconsin manufaccuring
firms. An AID Tree of the probability of exporting was then developed.
Ninety-six percent of the firms possessing the four primary "exporter"
characteristics were, in fact, exporting firms, while only five percent
of the firms possessing the three primary 'non-exporter'" characteristics
exported. Four additional exporter characteristics and five additional
non-exporter characteristics were also identified. (These appear without
asterisks in Figure 7.)

Caution is advised, however, in interpreting these results. It
should not be concluded that 96% of exporting firms have exactly these
"exporter" characteristics. For instance, 38% of the firms which did NOT
plan for exporting, but which did have very favorable expectations of the
effects of exporting on firm growth were, in fact, exporters.

Nevertheless, the results are useful in addressing goal congruence
with respect to the perceived compatibility of exporting. Firms which
placed low value on growth tended not to export. Firms with favorable
expectations of the effect of exporting on growth tended to export. This
suggests that exporting may be a marketing practice which managers
generally perceive as congruent with growth. Thus the implication that
if a firm values growth, exporting should be perceived as a '"consistent"
activity, appropriate to consider undertaking in pursuit of the firm's
growth goals.

However, if a firm does not value growth, exporting would probably

not be viewed as consistent with firm goals. In this case, the firm
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should not be expected to evaluate the perceived compatibility of

exporting favorably.

- A Comparison of Exporters and Non-Exporters

Simpson and Kujawa (1974) compared managers of exporting and non-
exporting firms with regard to 1) perceptions of the risks and
cost/benefit relationship associated with exporting and 2) reactions to
various hypothesized export stimuli. Their study involved interviews
with a stratified sample of decision makers in 120 Tennessee manufac-
turing firms. Fifty of the firms had begun exporting in the previous
five years, seventy of the firms were non-exporters. Decision maker
perceptions of selected export decision variables were recorded by the
interviewer on a seven point ordinal scale. For example, response
categories ranged from 'considerably less than domestic" to '"considerably
more than domestic." (p. 112) The weighted mean responses for each group
(exporters and non-exporters) were compared for each variable and a
Kolmogorov-Smirnov test was performed.

The exporters and non-exporters did not differ significantly on
several variables. These included: International Travel,
Expropriations, Foreign Exchange Problems and the Cost of Product
Adaptations.

Variables on which the two groups differed significantly are
displayed in Table 2. Several of these variables, risk, profit and cost
items, may be related to perceived relative advantage. Note that
exporters perceived exporting as offering appreciably higher profit and

lower risks and costs than did non-exporters. This result suggests that



36

TABLE 2

COMPARISON OF EXPORTER AND NON-EXPORTER RESPONSES

Exporters| Non-exporters | Difference Significance
Mean Mean Level
Variable Response Response
Risk 4.08 4.86 -0.78 p<.02
Profit 4.26 3.01 +1.25 p<.001
Education 3.92 3.23 +0.59 p<.05
Communications 4.76 5.77 -1.01 p<.001
Costs 3.84 5.84 -2.00 p<-001
Executive Time 4.38 5.87 -1.49 pg.001
Packaging 4.76 5.77 -1.01 p<.001
Insurance 4.20 5.19 -.099 p<.001
Clerical Time 4.92 5.67 -0.75 pg.01
Shipping 4.58 6.06 -1.48 p<.001

SOURCE: Adapted from, C.L. Simpson and D. Kujawa, "The Export

Decision Process: An Empirical Inquiry,"

Journal of International

Business Studies, (Spring/Summer 1974), 107-117.

NOTE: Responses were given on seven point ordinal scales and
were obtained from 50 exporters and 70 non-exporters.



37

when managers perceive greater relative advantages to exporting their
firms are more likely to export. Executive Time and Communication
(Barriers) may be related to the perceived complexity of exporting, with
non-exporters perceiving a much greater level of executive effort and
more communication barriers. This result suggests a negative
relationship between perceived complexity and export involvement.

The Education variable included by Simpson and Kujawa is really a
characteristic of managers rather than a perception. In their study a
'4' was indicative of the manager obtaining a Bachelor's degree.
Managers of firms which exported tended to have more education than
managers of firms which did not export.

The second issue examined by these researchers was the relative
importance of internal and external stimuli to export. Internal stimuli
were defined as including:

1) Excess Capacity

2)  Production of a (Domestically) seasonal product

3) Entry of domestic competitors into export markets

4) Profit motivation
According to Simpson and Kujawa:

No non-exporting firm indicated having reacted to, analyzed or

otherwise '"received" any internal stimuli. Of the exporting firms,

21 percent [10 firms] , indicated that profit motives were of prime

consideration. Other internal stimuli studied, such as seasonal

products and competition, were apparently inconsequential for both

exporters and non-exporters alike. (p. 110)

Three of these 'internal stimuli' (1, 2, 4) are variables that most
other researchers have treated as characteristics of firms. The fourth

'entry of domestic competitors into export markets' has not been

addressed in other research. The 'external stimuli' studied by Simpson
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and Kujawa are much more comprehensive than those addressed by other
researchers.

External stimuli include:

1) Trade mission activities

2) Trade fairs

3) U.S. Department of Commerce Activity

4) Sales agent activity

5) Fortuitous orders from foreign customers
Results indicated that of the non-exporting companies, 17 percent (12
firms) had been approached by foreign sales agents, while 7 percent (5
firms) had been approached by the U.S. Department of Commerce. Under
neither condition did they begin to export. None of the exporting firms
reported receiving either of the above stimuli. Also, Trade Missions and
Trade Fairs were not reported as stimuli by either group.

The most frequently cited external stimulus reported was the
fortuitous or unsolicited order. Eighty-two percent (41) of the
exporting c-mpanies and thirty-two percent (21) of the non-exporting
companies reported receiving such orders. Given that the non-exporting
companies did not respond to any of these external stimuli, Simpson and
Kujawa were led to the conclusion that "an external stimulus is a
significant but not sufficient condition for initiation of exports." (p.
109)

If one refers back to Figure 6, it will be noted that Reid classified
these stimuli as "Significant Variables Involved" in becoming aware of
foreign entry possibilities (Condition 3). It should also be recalled

that both internal and external stimuli played a key role in the model



39

developed by Cavusgil and Nevin (Figure 4). It is expected that the
receipt of unsolicited orders is related to managers' perceptions of the
trialability of exporting. The fact that such stimuli have been shown to
be insufficient in and of themselves for the initiation of exporting is
an additional stimulus to examine managerial perceptions of the
characteristics of exporting more fully.

Set in the framework developed for this review, the profiles of
Exporters and Non-exporters that result from Simpson and Kujawa's study
are presented in Figure 8. When compared with the previously identified
profiles several interesting points arise. First, with the exception of
the firm characteristics of 'Goals', entirely gew information is added to
our understanding of firms which do and don't export. Second, the
findings related to firms goals are consistent. Exporters tend to have
greater profit aspiration/motivation than non-exporters. Thus it may be
expected that firms which place a greater importance on profit are more
likely to be involved in exporting.

The three remaining comparative studies differ substantially, from
each other and the previously cited research, in their analytic

approaches.

- A Comparison of Canadian-Owned and Foreign-Owned Firms

Abdel-Malek (1974) used Likert-type and bipolar adjective scales to
compare the degree of a manager's orientation toward exports in Canadian-
owned and foreign-owned firms in Canada. Orientations were measured and
compared on the following factors:

1) The importance of exports as an organizational activity.
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VARIABLES EXPORTERS NON-EXPORTERS

CHARACTERISTICS
OF FIRMS

Product
Seasonal NO DIFFERENCES

Production

Structure '
Exce NO DIFFERENCES

Capacity

Goals
Rrofit Important to 21% Not important

Motivation

CHARACTERISTICS
OF MANAGERS

' Education Higher average Lower average
3.92 yrs. College 3.23 yrs College

PERCEPTIONS i

MANAGERS
HAVE RE:

Risks of Export | Lower Higher

Profitability
of exporting Higher Lower

Communication
barriers to
exporting Lower Higher

Costs of Ex-
porting Lower Higher

OUTS IDE
INFLUENCES

Foreign sales
agents No contacts 17% contacted

U.S. Department
of Commerce No contacts 7% contacted
Trade missions
or fairs NO DIFFERENCES
Unsolicited
orders 82% contacted 32% contacted

FIGURE 8
SIMPSON AND KUJAWA'S FINDINGS
SOURCE: Adapted from, C.L. Simpson and D. Kujawa, 'The Export

Decision Process: An Emprircal Inquiry," Journal of International
Business Studies, (Spring/Summer 1974), 107-117.
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2) The extent of satisfaction with past export experience.
3) The adequacy of the firm's resources for export purposes.

4) The positive and negative characteristics of exports relative to
competing activities.

5) The attractiveness of export opportunities relative to other
alternatives.

6) Doing business with foreign customers and intermediaries.
Each of these factors was made up of a set of component variables. Only
two component variables of the first factor were found to be
significantly different between the two groups. Managers of foreign-
owned firms in Canada were found to place a higher degree of importance
on the role of exports in their firm and also to nerceive a greater
contribution by exports to company profits than managers of Canadian-
owned firms. There were no significant differences between the managers
regarding either their satisfaction with past export experience or the
adequacy of their firm's resources for export purposes (Factors 2 and 3).

There were a number of significant differences in perceptions of
managers regarding the subcomponents of Factors 4, 5 and 6. Of interest
here are the identities of the characteristics of exports measured as
sub-components of Factor 4, not the results of Abdel-Malek's analysis,
per se. The components of Factor 4 were measured relative to domestic
sales and included: importance, riskiness, dynamism, complexity,
stability, competitiveness, profitability, difficulty, prestige and
flexibility needs. Domestic sales were rated more favorably than export
sales (by both Canadian and foreign-owned firms) on all characteristics
except dynamism, and Canadian firm managers seemed to perceive export

sales as having higher prestige than domestic sales. Differences between
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managers of Canadian and foreign-owned firms were most notable in their
perceptions of the complexity and difficulty of exporting. Canadian-
owned firm managers perceived greater complexity and difficulty in ob-
taining export sales than did managers of foreign-owned firms. These two
variables should be viewed as components of "perceived complexity" of
exporting.

Unfortunately, although the sample included exporting and non-
exporting firms of both ownership types, no attempt was made to separate
their responses in the analysis. This might have produced different and
interesting results. Also, the analysis is necessarily restricted in its

generalizability due to the use of a judgment sample.

- A Comparison of Exporters' Initial Stimulus and Rationality

Lee and Brasch (1978) compared exporting firms concerning whether the
initiating force in the export adoption process was the perception of a
problem internal to the firm or the result of being made aware of the
innovation (exporting) by external change agents. Questionnaires were
sent to the presidents of 35 small exporting manufacturers in Nebraska.
Twenty four of the firms indicated that they had begun exporting due to
the efforts of external change agents (such as, government agencies,
banks, and other export agencies) rather than in response to internal
stimuli. This result is, in general, consistent with the findings of
Simpson and Kujawa cited previously. However, whereas the only signi-
ficant external stimulus found by Simpson and Kujawa was the receipt of
unsolicited orders, Lee and Brasch found firms which were responsive to
other external stimuli, such as agents of the U.S. Department of

Commerce.
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The second comparison made by Lee and Brasch concerned whether the
export decision process was rational or nonrational. To determine this,
their questionnaire included items from a rationality index which they
developed. Firm responses were judged by a panel of four experts and
classified as either rational or nonrational.

Decisions were judged nonrational if managers 1) did not consult
expert authorities; 2) did not collect much information in either a
quantitative or qualitative sense; and 3) had only vague justifications
for getting involved in exporting. The decisions of twenty-four of the
firms were judged as nonrational. Accepting that the panel of experts
("an international banker, a foreign freight forwarder, a state
industrial export consultant, and a local university research staff
member," (p. 87)) was qualified to judge rationality, it is still ques-
tionable whether rationality requires overt information seeking and con-
sultation with expert authorities. Further, the vague justifications
provided by the managers may have, in fact, reflected their unarticulated
perceptions of the characteristics of exporting.

The authors concluded that the size of the firms studied may have
affected their findings on the rationality issue:

A typical Nebraska exporter is fairly small and is basically a family

operation. For a firm of this type, concepts like an information

system, planning and controlling, which are facilitators of rational
decision making, might be inconceivable luxuries. Further, the
economic advantage of exporting is difficult to calculate for an
export adopting firm. Perhaps this difficulty also helps to explain
why this study found a preponderance of nonrational adoption
behavior. (p. 92)
This last point, regarding the difficulty of calculating the economic

advantages of exporting.can be related to the perceived observability of

exporting, or what Zaltman, Duncan and Holbek (1973) refer to as "clarity
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' (p. 37) If, as suggested by Lee and Brasch, rational

of results.'
decision making depends upon economic justification for actions taken by
the firm, and if such economic justification is difficult to obtain, it
should not be surprising that the majority of exporters studied by Lee
and Brasch made 'nonrational' decisions to export. Perhaps it is mcre
surprising that, given this lack of observable evidence of the benefits
of exporting, these firms sti.l become exporters as seventy-eight percent

of the studies which relate observability with adoption have found a

positive relationship between the two variables (Rogers, 1983; p. 239).

- A Comparison of Segmentation Methods

Czinkota and Johnston (1981), in the final comparative study
discussed in this review, compared four methods of segmenting U.S. firms
in order to identify which method was most effective in differentiating
among groups of firms. They hoped that their results would then be used
as a guide for developing separate export promotion programs tailored to
the needs of each group.

Data were collected by a questionnaire mailed to 1019 small and
medium sized manufacturers in the materials handling, avionics and
aviation support and industrial instruments industries in the United
States. A response rate of 30% yielded 237 usable responses. Of the
four segmentation methods, segmentation by 1) Stage of Export Activity,
2) Managerial Attitudes, 3) Size, and 4) Service Orientation, differen-
tiating by stage of export activity was found to be the most effective or
successful means of identifying distinct groups of firms.

An approach was deemed 'successful" in segmenting firms if the mean
score of firms in a group was significantly different from the mean
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scores of the other group(s) when using the particular method of

differentiation. To obtain such significant data points, the groups

were compared on export dimensions comprising up to 20 individual
variables using MANOVA, and on individual export issues using ANOVA.

The number of significant data points obtained in the testing of each

set of hypotheses was utilized as decision criterion for the

determination of the most helpful and informative method of
differentiating among firms.

For both the export dimensions and the individual export issue

comparisons, the international stages [exporting activity] yielded

the highest number of significant data points (47 out of a possible

110) when compared with all other grouping methods. (pp. 361-362)

It should be noted that even the most successful of the segmentation
methods was effective in differentiating among groups of firms in only
427 of the tests. This result suggests that further research testing the
efficacy of combinations of segmentation methods may be in order.

Czinkota and Johnston used quantitative cut-off points on nine
variables (ranging from past, present, and future export volume to number
of export customers and personnel committed to exporting) to identify six
stages of export activity,

1) The unwilling firm

2) The uninterested firm

3) The interested firm

4) The experimenting exporter

5) The semiexperienced small [volume] exporter

6) The experience large [volume] exporter (p. 355)

This classification system was modeled closely after the stages in
Bilkey and Tesar's Model of the Export Development Process (see Figure 3)
and therefore its success in differentiating among groups of firms may

be construed as additional support of the Bilkey and Tesar Model.

Of major concern to the current research is the apparent lack of
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effectiveness of classification by managerial attitudes as a segmentation
method. However, the classification system used by Czinkota and Johnston
was in reality a means of distinguishing between firms on the basis of
their Proactive or Reactive motivations for exporting rather than a
measure of the attitudes or perceptions of exporting held by managers.
The chart in Figure 9 identifies the factors which they associated with
proactive and reactive motivations of export effort (p. 357). Proactive
motivations were scored as +1 and Reactive motivations as -1. Firms
with overall positive scores were classified as Proactive, firms with
negative scores as Reactive and firms whose scores balanced to zero were
classified as situational exporters. Examination of Figure 9 reveals
that several of these so-called motivations are variables which are
treated by many other researchers as characteristics cf firms, therefore,
it would seem inappropriate to consider them indicative of managerial
attitudes.

The underlying motivation behind Czinkota and Johnston's research,
and all other comparative studies, has been to understand the differences
between groups of firms with regard to their export activities and
responsiveness to export stimuli, and hence to derive a fuller
understanding of export behavior. Another group of researchers has
approached these same basic issues through other methods. This second
group of researchers has employed many of the variables identified as
useful in differentiating among groups of firms in an effort to predict

various export related behaviors and activities.
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PROACTIVE MOTIVATIONS

REACTIVE MOTIVATIONS

Exclusive information
Managerial urge

Unique products

Profit advantage
Marketing advantage
Technological advantage
DISC

Other tax advantages

Competitive pressures
Over production
Declining domestic sales
Excess capacity
Saturated domestic market

Proximity to ports

FIGURE 9
FACTORS !MOTIVATING THE EXPORT EFFORT
SOURCE: M.R. Czinkota and W.J. Johnston, "Segmenting U.S. Firms

for Export Development," Journal of Business Research 9 (1981), 353-
365.
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Predictive Studies

- Testing a Model of the Export Development Process

The first of the predictive studies was an attempt by Bilkey and
Tesar (1977) to provide a test of their Model of the Export Development
Process (see Figure 3). Their analysis involved the development of
regression equations to predict firm movement from one stage of the
model to the next. The data used to develop the regression equations was
collected in a mail survey of 473 small and medium sized Wisconsin
manufacturing firms. Tesar conducted the survey as part of his
dissertation research.

Bilkey and Tesar focused their attention on identifying the
determinants of movement between Stages Two and Three, Three and Four
and four and Five. They concluded the following:

- The export development process of firms tends to proceed in
stages...

- Considerations that influence firms' progression from one stage
to the next tend to differ by stage for the three stages
examined

- Within the size-range of firms studied, size was relatively
unimportant when account was taken of the quality and dynamism
of management (p. 95)

The model testing conducted in this study is laudable and on a prima
facie basis the conclusions have important implications. However, there
are complications in the execution, raising both conceptual and
methodological questions, which must be addressed.

Equation One (see Figure 10) stimulated two conceptual concerns. The
first concern centers on the nearly tautological relationship between the

dependent variable, actively exploring the feasibility of exporting (X),

and the independent variable, planning for exporting (L). One relevant
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EQUATION ONE

From Stage Two to Stage Three:

X = .020 + .465L + .032C

Whether or not management actively explored the feasibility
of exporting (1l = yes, 0 = no)

where: X

L = Whether or not management planned for exporting (1 = yes, 0 = no)

C = Management's perceptions of the firm's competitive advantages
( score = -2 to +4)

Unbiased R = .241
EQUATION TWO

From Stage three to Stage Four:
A = -.1393 + .0002E + .105M = .692U + .046S
where: A = Whether the firm exports experimentally (1 = yes, 0 = no)

E = Management's expectations as to what exporting would contribute
to its firm (scale range = -1,000 to +1,000) - (partial cor = +.241)

L
u

Management, scale as a composite of the following five current con-

siderations, all weighted equally:

Ww = Managerial views (Filley-House index - 5 pt. agree-disagree)

D = Whether the firm had a special structure, such as a department
for evaluatin exports (1 = yes, 0 = no)

P = Whether management has a more or less fixed policy regarding
exporting (1 = yes, 0 = no)

L = Whether management plans for exporting (l = yes, 0 = no)

X = Whether management has systematicaliy explored the feasibility
of exporting (1 = yes, 0 = no)

(partial cor = +.396)

U = Whether the firm's first export order was unsolicited ( 1 = yes,
0 = no) (partial cor = +.735)

S = The firm's size as measured by the number of employees (categorized
as follows: 1 =<25; 2 = 25-99; 3 = 100-249; 4 = 250 -499; 5 = 500-
1000; 6 = > 1000) (partial cor = +.183)

Unbiased R%Z = .690

FIGURE 10
BILKEY AND TESAR'S REGRESSION EQUATIONS
SOURCE: W.J. Bilkey and G. Tesar, 'The Export Behavior of

Smaller-Sized Wisconsin Manufacturing Firms," Journal of International
Business Studies, (Spring/Summer 1977), 93-98.
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EQUATION THREE

From Stage Four to Stage Five:

D=

where D=

M=

L3151 + .0004E - .048B -.041M

Per cent of firm's total sales, in value terms, currently being
exported (range.l0 to .45)

Management's expectations as to what exporting would contribute
to their firm (scale range: -1000 to +1000) (partial cor + .775)

The number of barriers management perceives to exporting (range =
0 to9) (parttal cor = - .531)

Management, scaled as a composite of the same five variables
listed above (range = -.05 to +4.5) (partial cor = -.325)

Unbtased R? = .698

FIGURE 10 (cont'd.)
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question pertains to the direction of the relationship between these two
variables. Is not exploration of the feasibility of an action part of
the planning process? In many instances it is. Feasibility studies are
often part of planning processes related to new product development, site
selection, and major construction projects, such as dams and power
plants. In each situation the feasibility study may be the result of
preliminary planning and may, in turn, lead to additional planning. One
must wonder, therefore, whether exploring feasibility (X) might not
serve equally well as a predictor of planning (L).

The second concern with Equation One centers on the calculation of
the independent variable, competitive advantage (C). Respondents were
asked '"which of the following advantages have helped your firm compete
more successfully?" (p. 98) Responses of technology, efficient
production methods, unique product and efficient marketing techniques
each received a score of plus one, the response proximity to market
received a score of minus two. The apparent assumption of this scoring
procedure is that proximity to market is not a valid competitive
advantage, or perhaps more accurately, that firms who consider proximity
an advantage are less likely to export--but are they three times less
likely than firms with efficient production methods?

Equation Two is of particular interest to the current research
because it deals with movement from Stage Three, the exploring
feasibility or "evaluation'" stage of the model to the experimencal
exporting or "trial" stage, Stage Four. This is the movement where,
according to Rogers' model (Figure 1), managers' perceptions of the

characteristics of exporting should be expected to have an impact.
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Independent variable (E), management's expectations of exporting's
contribution to the firm may be considered roughly analogous to the
perceived relative advantage of exporting. This variable was calculated
as a weighted sum of the expected effect of exporting on firm profits,
firm growth, the security of the firm's investment, development and/or
security of the firm's markets, and contribution to the development of
the U.S. economy. These components provide an indication of issues to be
considered in preparing the index of relative advantage of exporting used
in the current research. Also, independent variables (U), receipt and
response to unsolicited orders, indicates an important feature of the
perceived trialability of exporting.

The independent variable, Management (M), however, provides some
cause for concern. Both the dependent variable from Equation One (X),
and the independent variable (L), are used as components of (M).
Although it is quite reasonable in a progressive model to use the output
of one equation as input for the next, the inclusion in Equation Two of
the variable (L) amounts, in an sense, to double counting of that
variable. If the legitimacy of Equation One is accepted this should be
unnecessary.

The measurement of the independent variable (S), firm size, provides
another cause for concern. Regression assumes the use of inter-level
measures, not categorical. While the use of "dummy" variables is common
in regression, these are usually entered into the equation as either
zeros or ones. In Equation Two, size of the firm (S) is represented in
six categories. If these categories were of equal intervals this might

not be as great a problem, however, in this instance one category has 25
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members, another has 74, and another 500. This results in an
inappropriate and perhaps misleading use of regression.

The final comment about Equation Two involves Bilkey and Tesar's
third conclusion. They suggest that firm size isn't really important,
especially when the quality and dynamism of management is taken into
consideration. It is assumed, on the basis of the data presented, that
when they speak of quality and dynamism of management they are referring
to variable (M). However, it is difficult to believe that the components
of this variable (W, D, P, L, X), actually have much relationship to
management quality and dynamism, the construct they presumably are
intended to measure. These components are identical to the variables
that Cavusgil and Nevin label 'Level of Commitment to Export Marketing"
(see Figure 14). 1Is it a value judgment of the researchers that such
commitment represents quality management?

Equation Three is intended to predict movement to Stage Five,
experienced exporting. This equation is of interest because the
dependent variable (D) is measured as percent of sales from exporting.
This same measure 1is used to represent Export Involvement, the
independent variable in the current research.

Although the dependent variable from Equation Two (A) is not used as
a predictor in Equation Three, two of Equation Two's independent
variables are used again. The management variable (M) was positively
related to experimental exporting in Equation Two, however, in Equation
Three the same variable is negatively related to experienced exporting.
If, as discussed earlie;, (M) is intended to represenf management quality

and dynamism, the obvious conclusion is that although quality and
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dynamism lead firms to experiment with exporting inferiority and
impotence lead firms to become experienced in it. Clearly this is
unlikely. However, it serves to reinforce earlier questions regarding
Bilkey and Tesar's third conclusion and suggests that further research is
needed into the relationship between management variables and exporting.

The other repeated variable is (E) management's expectations of the
contribution of exporting to their firm. As noted previously, this
variable may be considered conceptively similar to the perceived relative
advantage of exporting. Therefore, its continued predictive usefulness
and high partial correlation (.775) provide evidence that perceived
relative advantage should be strongly, and positively, related to Export
Involvement.

The third independent variable in Equation Three is also of special
importance to the current research. This variable, (B)--the number of
barriers management perceives to exporting, bears a strong conceptual
resemblance to the perceived complexity of exporting and its elements
provide an indication of issues which should be addressed by items
designed to measure perceived complexity.

Values for (B) were derived by summing the number of barriers which
respondents indicated in answering the following question:

"Check which, if any, of the following barriers to exporting are so

serious as to make it extremely difficult or impossible to export;

() foreign opportunities are difficult to determine; ( ) it costs

too much money to get started in exporting; ( ) adequate representa-

tion in foreign markets is difficult to obtain; () it is difficult
to collect your money overseas; ( ) different product standards and
consumer habits make US products unsuitable for exports; ( ) service
is difficult if not impossible in foreign markets; ( ) foreign
business practices are difficult to understand; ( ) shipping
documents, export licenses, and other paperwork requires too much

time; ( ) it is difficult to convert some currencies to U.S. dollars.
(p. 98)
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Thus it would seem that items concerned with paperwork, financing and

business practices are important components of the perceived com-

plexity of exporting. Additionally, the negative relationship found
between (B) and (D) suggests that perceived complexity should be
negatively related to Export Involvement.

In sum, this work by Bilkey and Tesar provides a valuable stepping
stone, as well as a number of intriguing questions, for future research.
However, considering the large number of dummy variables, the researchers
may have made an even greater contribution had they used analytic
techniques requiring only nominal level measurement, as employed in the

other studies based on this data (Cavusgil, Bilkey and Tesar, 1979;

Cavusgil, 1976; Cavusgil and Nevin, 1981).

- Other Analyses of the Same Data

Cavusgil (1976), in his dissertation, used Tesar's data from
Wisconsin manufacturing firms to examine organizational determinants of:
1) involvement in exporting and, 2) expansion of export activity.
Cavusgil's treatment of these two dependent variables differs somewhat
from the treatment of Export Involvement as the dependent variable in the
current research. Although his first dependent variable is called
involvement, it is not conceptualized as representing a range cf

involvement (as it is in the current research), but represents a

‘dichotomy: involvement or lack of involvement. As such, it is measured
by using " 'l' for exporting firms and '0' for non-exporting firms." (p.
89)

In his analysis of export expansion, Cavusgil studied only exporting
firms and measured this second dependent variable as:

...export sales/total sales ratio. [However,] the data allowed this
ratio to be measured only in ranges, such as 1-9%, 10-19%, and so on,
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rather than specific percentages... Consequently, midpoints were used
as the dependent variable; 5%, 10%, 15%, and so on. (p. 90)

In the current research the dependent variable, Export Involvement, is
measured by the percent of sales a firm obtains by exporting. Therefore,
both of Cavusgil's analyses are of interest.

In conducting these analyses, Cavusgil used both Automatic
Interaction Detection (AID) and Multiple Classification Analysis (MCA).
The results of the AID analysis for his first dependent variable formed
the basis for the profiles presented in Figure 7 (Cavusgil, Bilkey and
Tesar, 1979).

As a result of the complete analysis with respect to his first
dependent variable, Cavusgil developed the model shown in Figure 11.

In order to test the significance of this multi-stage causal
process, several multiple regression analyses were carried out using,

again, the MCA program. ...first of all,...market planning is viewed
as a function of several background variables. In order of impor-
tance, they are: a unique product, size of firm (employment),

aspirations for growth, type of industry, and proximity to market.

They were all statistically significant. All but the last variable

influence planning positively. The adjusted multiple correlation

coefficient (R® = 15.4%) was significant at = 0.01.

Secondly, tendency to export was predicted by growth
expectations and market planning._ Both predictors were statistically
significant. They explained R® = 34.0% of the variation in the
probability to export, and this result was again significant at =
0.01. (p. 132)

The finding related to the significance of growth expectations is
particularly relevant to the current research. This is because of the
strong conceptual relationship between management's expectations con-
cerning the effects of exports on the firm's growth and managers' percep-
tions of the relative advantage of exporting.

A similar analysis with respect to Cavusgil's second dependent

variable produced the model shown in Figure 12. The multiple regression
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analysis performed with "Percent of Sales Exported" as the dependent
variable incorporated four independent variables: 1) type of industry,
2) market development expectations, 3) systematic exploratiom, and 4) the
strength of aspirations for security of investment. '"All predictors were
significant, and they explained 17.6 percent of the variation." (p. 156)

Only two of the independent variables in this regression analysis are
relevant to the current research. First, market development expectations
should be considered as a component of perceived relative advantage.
Second, aspirations for security of investment should be considered
conceptually similar to the importance of stability to the firm. The
importance of stability is one of the firm characteristics which will be
assessed in this study. The primary contribution of Cavusgil's research
to the current effort is that he provides a bench mark with which the
results of this research may be compared.

Cavusgil and Nevin (1981) investigated internal determinants of
export marketing behavior, intending '"to shed some light on the question
of why firms have been reluctant to export." (p. 114) Their dependent
variable, Export Marketing Behavior, was dichotomous and indicated
whether or not a firm was currently exporting. Data used in this
analysis came, again, from the survey conducted by Tesar (1975).
However, as with Cavusgil's (1976) previous study, the techniques they
employed allowed for the categorical nature of this data.

The analysis conducted by Cavusgil and Nevin was based on a model
(Figure 13) which is a simplified version of Cavusgil's earlier model
(Figure 11). Although the model presented in Figure 13 indicates

possible 'casual relationships'" between the sets of variables, these
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relationships are not explicitly tested. The researchers used Automatic
Interaction Detection (AID) analysis, entering variables in accordance
with their order in the model, to reduce the 19 component variables of
the four variable sets to ten key variables. They then conducted a
Multiple Classification Analysis (MCA) on the reduced set of ten vari-
ables with the dependent variable. The chart in Figure 14 indicates both
the variables used in the MCA and those which were dropped because they
were not significant in the AID analysis.

The subset of "internal determinant" variables used in the MCA were
found to explain 46% of the variance in export marketing behavior.
Cavusgil and Nevin concluded that:

Variation in export marketing behavior of firms can be explained to a

substantial degree, by differences in internal firm and management

characteristics...The results seem to support the contention that the
reluctance of firms to export may be largely attributed to top

management's lack of determination to export. (p. 119)

This conclusion appears to suggest that more firms would export if
only they wanted to do so, but let's take a closer look at the variables
used to arrive at this deduction. Which of the variables in this
analysis indicate management's lack of determination to export? Only the
variables in group three, expectations of management about the effects of
exporting in business goals, can be considered reflective of management's
determination to export; and only one of these, expectations about firm
growth, was used in the predictive analysis. The rest of the variables
used by Cavusgil and Nevin must really be classified as characteristics
of firms, and as such cannot provide any indication of management
"determination" or lack thereof.

Cavusgil, Bilkey and Tesar (1979) used the same data set in their
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Variable Group

Significant
Variables included
in MCA

Nonsignificant
Variables excluded
from MCA

Differential
Advantage

Technology intensiveness

of firm's industry

Possession of a unique
product

Proximity to market

Sales Volume

Possession of any
differential price,
technology, or
unique product
advantage

Employment

Capital investment

Strength of
Managerial
for Business
Goals

Aspirations for growth

Aspirations for sec-
urity of market

Aspirations for
profit

Aspirations for sec-
urity of investment

Expectations of
Management about
Effects of Ex-
porting on Bus-
iness Goals

Expectations about
firm's growth

Expectations about
firm's profits

Expectations about
security of firm's
investment

Expectations about
development of
firm's markets

Level of commit-
ment to export
narketing

Market planning
Systematic exploration
of the possibility of
exporting

Policy towards exports

Formal structure for
evaluating export
opportunities

FIGURE 14

CAVUSGIL AND NEVIL'S SIGNIFICANT AND NONSIGNIFICANT VARIABLES

SOURCE: Adapted from, S.T. Cavusgil and J.R. Nevin, "Internal
Determinants of Export Marketing Behavior: An Empirical Investigation,'
Journal of Marketing Research, (February 1981), 114-119.
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comparative analysis of exporters and non-exporters (see Figure 7) and
found that favorable expectations of the effect of exporting on firm
growth was a characteristic of exporting firms while non-exporters tended
to have neutral or unfavorable expectations. Interestingly, that com-
parative analysis also revealed that non-exporters had low aspirations
for firm growth as well. In addition, growth expectations were a signi-
ficant predictor of exporting in Cavusgil's previous study. Certainly
these and other studies provide substantial evidence to link growth goals
with expectations about exporting and export behavior and perhaps
Cavusgil and Nevin's conclusion should have been that the reluctance of
firms to export may be largely attributed to top management's lack of
determination to grow. This may be especially appropriate in that the
beta coefficient for the growth expectations variable was nearly twice
that of any other variable used in the MCA analysis. (p. 118)

This variable is also of importance because it is the only variable
employed by Cavusgil and Nevin which touches on the perceptions managers
have of exporting. As suggested in Chapter One, it is believed that a
more complete exploration of managers' perceptions of exporting can

provide a fuller exploration of their suppose "lack of determination."

- Reid Looks at New Variables

The final predictive study to be considered here is Reid (1983).
Reid's work is of particular importance for several reasons: 1) five
dependent variables representing different and very specific export
behaviors are used; 2) a variety of manager characteristics are included

as independent variables along with variables indicative of firm
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characteristics; and 3) much of the data used to develop the regression
equations is interval or ratio in nature and in general comprises more
sophisticated measures than have previously been used.

The purpose of Reid's research was twofold: first, to provide an
empirical link between export decision making, managerial character-
istics, firm characteristics and environmental factors and second, to
"examine the relative contribution of firm and managerial characteristics
to explaining the variance in different types of export behavior." (p.
323) Data was obtained from export decision makers through the use of
personal interviews and 'drop and mailback questionnaires'. The sample
included 89 firms with between 100 and 500 employees in the metal fab-
rication, machinery and furniture industries in Ontario, Canada.

The five dependent variables used by Reid included measures of the
firm's likelihood of 1) exporting to new foreign markets (E1), 2) intro-
ducing new products into foreign markets (E2), and 3) increasing the
present proportion of export sales to current [foreign] markets (E3), in
the next twelve months. Also used as dependent variables were a measure
of the expected change in export sales over the next twelve months (E4)
and the number of new foreign market (countries) the firm expected to
enter in the next twelve months (E5). Two sets of independent variables
were employed, in various combinations, in the five regression equations.
Table 3 identifies the independent variables and indicates their levels
of significance in each of the equations. An additional independent
variable, foreign market orientation of the manager, was developed but
not entered into any of the equations and is therefore not shown in Table

3.
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TABLE 3

SUMMARY OF REID'S RESULTS

INDEPENDENT VARIABLES DEPENDENT VARIABLES

Firm Characteristics: El E2 E3 E4 ES

Size (A): Number of employees, sales,
number of separate staff functions ne ne ne ne ns

Size (B): Number of technical and

academic employees kK * ne %%k

b

Technology: Ownership of cooyright,
patent, license or design (0/1) xkk * ne * KAk

Extraregional Sales: Percent of sales
in Canada outside Ontario * ne ns ne ne

Unsolicited Orders: Receipt from cus-
tomers within the last two years
(0/1) Fedek Sk Sk ne *

Domestic Competition: Increased local
competition or loss of major within
the last two years (0/1) ns % ns ne ns

Organizational Membership: Number of
associations firm belongs to * ok Heddk ns ns

Manager Characteristics:

Information Search and Usage: A sum-
mative measure derived from factor
analysis of scales representing *%%  ne ne ne Fokd
readership, awareness and use of
numerous print sources

Education: University educated in
Engineering or Business (0/1) ns ne ns * ne
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TABLE 3 (cont'd.)

INDEPENDENT VARIABLES

DEPENDENT VARIABLES

Managers' Perceptions

Belief in Contribution of Exports:

Composit scale of perceived
contribution of exports to

profits, sales revenue, stability,

economies of scale, reputation,
product and market development

El E2 E3 E4 E5

SOURCE:

Adapted from, S.D. Reid, '"Managerjal and Firm Influences

on Export Behavior," Journal of the Academy of Marketing Science,

Firm's likelihood of exporting to new foreign markets

Firm's likelihood of introducing new products into

Firm's expected change in export sales over the next

Number of new foreign markets the firm expects to

Vol. 11 No. 3 Summer 1983, 323-332,
NOTES: El =
in the next 12 months
E2 =
foreign markets in the next 12 months
E3 = Firm's likelihood of increasing their present
proportion of export sales to current foreign
markets in the next 12 months
E4 =
12 months
E5 =
enter in the next 12 months
(0/1) = dummy variable
ne = not entered
ns = not significant
* = significant at p = .10
%% = significant at p = .01
k= .001

significant at p =
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The percent of variance explained for each of the dependent variables
was 38% (ELl), 20% (E2), 16% (E3), 8% (E4) and 29% (ES5), respectively.
Reid concluded that '"The lack of success in accounting for the variation
En export commitment type behavior [E3 and E4] suggests that such
activity is affected by other variables, not considered in the research."
(p. 329) Although all of Reid's dependent variables are relevant to the
current research, as any of them may be considered measures of Export
Involvement, E3 and E4 are most closely related to the measure employed
here, percent of sales from exporting. Therefore, the behavior of the
independent variables in these two equations stimulates keen interest.
Examination of Table 3 reveals that no variable is significant in both
equations and many of the variables which were significant in one
equation were not even entered into the other. Unfortunately, Reid's
discussion does not allow us to determine whether entry of variables into
the equations was a matter of researcher choice or an artifact of the
analytic procedures used. It would be intriguing, and potentially very
useful, to know the result if additional variables were included in each
equation.

In the case of equation three (E3), one must wonder about the effect
of including "Size (B)'" and "Technology," especially as they were both
significant in every other equation. In the case of equation four (E4),
the exclusion of the independent variables '"belief in the contribution of

exports'" and "

unsolicited orders' deprives this analysis of variables
which have had considerable impact in several other equations.

Several comments are pertinent to the overall performance of the

individual independent variables. First, with regard to the two size
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variables, it is important to note that Size A--a composite of several
aspects of size--was not significant in the only equation in which it was
entered. Since one of its components, sales, has been found to mean-
ingfully differentiate between exporters and non-exporters its non-entry
into four of the five equations is curious. Size B, an innovative
variable not employed in previous research, was significant in all four
of the equations in which it was entered and should probably be pursued
in future research.

"unsolicited orders" are

The performance of "technology" and
consistent with all previous research, whereas the performance of "extra-
regional sales" is surprising given the usefulness of market area
(national vs. local distribution) in differentiating between exporters
and non-exporters in the profiles developed by Snavely et al.
"Organizational membership" is another variable which has not been
considered previously and show much promise.

"Domestic competition,"

although shown in Table 3 among the firm
characteristics, is more properly an environmental factor. It is
possible that its lack of significance is related to definitional
ambiguity or, perhaps the competitive conditions in the three industries
vary in such a fashion as to cancel each other out when combined for this
analysis.

Turning to the manager characteristics, the performance of
"information search and usage" is worthy of particular notice. Although
several of the models discussed earlier incorporated such search and use,
this is the first time that any attempt has been made to measure it so

comprehensively. Given its outstanding performance in equations one and
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five (E1 and E5) one can only regret that it was not included in the
other analyses.

"Belief in the contribution of exports'" is a variable which bears a
strong similarity to 'the expected effects of exporting on firm goals,"
used by the Bilkey, Tesar, Cavusgil, Nevin group of studies, although it
is arrived at through more complex calculation. As with that previously
discussed variable, an analogy can be drawn between the concept of
"contribution of exports' and perceived relative advantage.

The performance of "Education'" is both interesting and confusing. It
is interesting because Simpson and Kujawa found differences between the
educational levels of exporters and non-exporters and therefore the poor
performance of education in Reid's analysis appears contradictory. It is
confusing because it would seem to be so similar, conceptually, to '"Size
B" that it should be reasonable to expect similar performance; perhaps
the differences in level of measurement account, in part, for

differences in performance.

SUMMARY

The first section of this review developed the conceptual
underpinnings for the perceived characteristics of exporting, and
provided definitions of them. It was determined that each
characteristic was likely to be multidimentional in nature; each having,
potentially, several components reflecting various aspects of exporting.

The second section demonstrated the probable role of the perceived
characteristics of exporting in several export-related models. Managers'

perceptions of the characteristics of exporting were discussed in
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relation to: 1) the export development process, 2) a firm's incremental
involvement in the international marketplace, and 3) the manager's role
in export decision making.

The third, and most substantial, section of this review examined
empirical contributions to the export literature. These contributions
provide several strong indications of the characteristics of firms
relevant to export involvement. These are seen to include: market area,
technology (having a patent or unique product), firm size, firm goals
(especially growth, profit and stability), and various characteristics of
managers (particularly their level of education).

The next chapter contains the hypotheses, the models and the
specifications of constructs. The models reflect alternative views of
export involvement. Although innovative/adoption literature suggests
that both the perceived characteristics of exporting and characteristics
of firms (adopters) should be expected to influence export involvement,
the export literature has really only examined the influence of firm
characteristics on exporting. Therefore, the three models, developed in
the following chapter, reflect the full range of conceptual explanations
of export involvement: perceived innovation characteristics only, firm
characteristics only, and both firm and perceived innovation

characteristics together.



CHAPTER THREE

MODELS, DEFINITIONS AND HYPOTHESES

MODELS
Introduction to Models

This research is designed to analyze whict_x factors have the greatest
influence on a firm's export involvement. This assessment is performed
by comparative testing of three models. One model defines a firm's
export involvement as a function of its managers' perceptions of
exporting. A second defines export involvement as a function of certain
physical characteristics of the firm. Finally, both sets of variables
are combined into a consolidated model which is then ‘compared with the
separate ones. All three models, in simplified forms, appear in Figure
155

Thus the current research is concerned with two basic research
questions. The first question is founded on the premise that managers'
perceptions of exporting can provide a "better'" explanation of firm
involvement in exporting than can be provided by firm characteristics,
which are basically descriptive in nature. Therefore, the first research
question can be stated as follows:

Ql: Will managersﬂ perceptions of the characteristics of exporting

account for more variance in export involvement than can be
accounted for by the characteristics of firms?

7L
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MODEL I
PERCEIVED
CHARACTERISTICS )l ggggmgw
of EXPORTING :
MODEL 1II
CHARACTERISTICS EXPORT
of FIRMS INVOLVEMENT
MODEL  III
PERCEIVED
CHARACTERISTICS
of EXPORTING
EXPORT
INVOLVEMENT
CHARACTERISTICS
of FIRMS

FIGURE 15

ALTERNATE MODELS TO BE TESTED
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The second question is founded on the work of Thio (1971), who
suggests that simultaneous consideration of both the characteristics of
adopters (i.e., firms) and the perceived characteristics of an innovation
(i.e., exporting) can enhance the explanation of variance in adoption
(i.e., export involvement).

Therefore the second research question can be stated as follows:

Q2: Will the combination of managers' perceptions of exporting with
the characteristics of firms explain more variance in export
involvement than either set of variables can do separately?

Before proceeding to a formal statement of hypotheses, it will be
useful to define the specific variables involved in the models.

DEFINITIONS OF VARIABLES

Export Involvement (EI)

Export involvement is defined as the percent of total sales
which a firm obtains by exporting.

This definition of the dependent variable has both conceptual and
methodological advantages for the current research. Conceptually, it is
important because it indicates the extent to which a firm has adopted and
implemented exporting; hence, it comes closer to capturing the variations
in export behavior than would a categorical measure, such a exporter/non-
exporter (Downs and Mohr, 1976). Also, because exporting is a marketing
activity in which a firm may be involved on a one-time or random basis,
percent of sales of exports provides a meaningful indicator of a wide
range of export involvement (from none, i.e., 0% of sales from exports,

to complete, i.e., 100% of sales from exports). Additionally, when a wide




range of sales volumes can be expected, using percent of sales represents
a more accurate measure of involvement in exporting than would a simple
measure of export sales volume. Methodologically, the use of this type
of ratio-level measurement offers substantial benefits and allows this
research to avoid several of the problems inherent in previous export
studies due to the lower level of measurement employed in them. Although
studies conducted by Cavusgil (1976) and Bilkey and Tesar (1977) used
percent of sales from exporting as the dependent variable, in both
instances this variable was measured categorically.

Finally, the use of this type of implementation-oriented dependent
variable gives this study an opportunity to contribute to research in the
area of perceived characteristics. According to Tornatzky and Klein
(1982):

Innovation characteristics research studies should focus on both

adoption and implementation as the dependent variables, and not

simply dichotomous yes/no adoption decisions. (p. 29)

Tornatzky and Klein reported that most previous studies of innovation
characteristics used just adopt/non-adopt as the dependent variable.
Only five out of seventy-five studies used dependent variables which
might reflect degree of implementation, as is done by percent of sales

from exporting.

Perceived Characteristics of Exporting

As noted in the previous chapter, Rogers' (1983) definitions of the
five basic perceived characteristics of innovations provide the general

framework for defining the perceived characteristics of exporting. These



variables have not been explicitly employed is past export research,
however, previous studies do provide insights into ways in which these
constructs may be conceptualized. In addition, two recent summaries of
perceived characteristics research (Rogers, 1983; Tornatzky and Klein,
1982) provide an indication of how these five variables may be expected

to perform.

- Relative Advantage (RELAD)

Perceived Relative Advantage of Exporting is the degree to which
exporting is perceived as better than marketing to domestic markets.

The export literature provides several suggestions with respect to
how exporting may be better than marketing to domestic markets. The
clearest concern the expected effect of exporting on firm profits
(Simpson and Kujawa, 1974; Abdel-Malek, 1974; Bilkey and Tesar, 1977;
Reid, 1983) and firm growth (Cavusgil, 1976; Bilkey and Tesar, 1977;
Cavusgil and Nevin, 1981). Other potential features of relative
advantage that emerge from the literature include: 1) the comparative
risk of exporting (Simpson and Kujawa, 1974; Abdel-Malek, 1974), 2) the
relative cost of exporting (Simpson and Kujawa, 1974; Bilkey and Tesar,
1977), and the expected affect of exporting on 3) firm stability (Abdel-
Malek, 1974; Bilkey and Tesar, 1977; Reid, 1983), 4) firm
reputation/prestige (Abdel-Malek, 1974; Reid, 1983), 5) product and
market development (Bilkey and Tesar, 1977; Reid, 1983), 6) economies of
scale (Reid, 1983), and 7) competitiveness (Abdel-Malek, 1974). The

perceived relative advantage of exporting, therefore, encompasses each of



76

these features.

According to Rogers, sixty-seven percent (29) of the forty three
studies incorporating perceived relative advantage found it to be posi-
tively related to adoption. Tornatzky and Klein's meta-analysis included
only five studies which reported statistical results; in all five a
positive relationship between relative advantage and adoption was found.
Thus, in the current research, a positive relationship is expected be-
tween the perceived relative advantage of exporting and export involve-

ment.

- Compatibility (PAT)

Perceived Compatibility of exporting is the degree to which exporting

is perceived as consistent with the goals of the firm and with the

firm's domestic marketing practices.

Thus, for the purposes of this research, compatibility includes two
elements: goal consistency and practice consistency. The research of
Cavusgil (1976) and Bilkey and Tesar (1977) indicates that perceived
consistency with the goals of growth and market development is especially
important. In addition, Abdel-Malek (1974) and Simpson and Kujawa (1974)
suggest that consistency with the goal of profit is also important.

The only indicator in the literature with respect to practice
consistency is provided by Snavely, et al. (1964). Their research
indicates that consistency in selling methods and pricing are important.
The current research will also consider consistency in distribution,

service and finance.
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Compatibility was assessed in more studies considered by Tornatzky
and Klein than any other perceived characteristic: forty-one. Only
thirteen of these studies, however, provided the appropriate statistical
data to facilitate assessing the direction of the relationship between
compatibility and adoption. Ten studies supported a positive
relationship. Rogers cites eighteen studies which also support a
positive relationship between compatibility and adoption. It is
therefore expected that the perceived compatibility of exporting will be

positively related to export involvement.

- Complexity (PLEX)

Perceived Complexity of Exporting is the degree to which exporting is
perceived as difficult to implement or undertake.

While Abdel-Malek (1974) studied differences in perceived complexity
and difficulty, in general, and Simpson and Kujawa (1974) assessed
differences in perception of communication barriers, Bilkey and Tesar
(1977) developed a measure of, 'the number of barriers management
perceives to exporting." (p. 98) Included in this measure were the
following considerations: 1) the difficulty of obtaining adequate
representation in foreign markets, 2) the difficulty of obtaining
payment, 3) differences in product standards, &4) the difficulty of
providing service, 5) the difficulty of understanding foreign business
practices, 6) the time involved in handling paperwork associated with
exporting, and 7) the d?fficulty of converting foreign currencies to U.S.

dollars. Therefore, in the present study, the perceived complexity of



exporting will involve the perceived difficulty of coping with paperwork,
financing, varying product standards, relations with representatives, and
differences in business practices.

According to both Rogers and Tornatzky and Klein, complexity is
negatively related to adoption. In this instance the support provided by
Rogers is less strong. Although nine of the sixteen "complexity" studies
he reviewed supported a negative relationship, this is only fifty-six
percent (56%). Tornatzky and Klein analyzed twenty-one studies of
complexity. Seven of these provided first order correlations sufficient
for their analysis procedures. They state that:

All but one of the seven studies found a negative relationship
. between the complexity of an innovation and its adoption. (p. 36)

Therefore, the perceived complexity of exporting is expected to be

negatively related to export involvement.

- Trialability (TRIAL)

Perceived Trialability of Exporting is the degree to which exporting
is perceived as possible to try on a limited basis.

Previous research indicates that firms are most often stimulated to
try exporting in response to receiving unsolicited orders from potential
foreign buyers (Simpson and Kujawa, 1974; Lee and Brasch, 1978).
Therefore, firm responsiveness to the inquiries of potential foreign
buyers should be an indication of perceived trialability.

The trialability of exporting is also expected to be positively
related to export involvement. Rogers found that nine out of thirteen

studies (69%) incorporating trialability supported a positive



relationship with adoption. The support provided by Tornatzky and Klein
is less clear. None of the eight studies of trialability which they
reviewed provided sufficient statistical results to permit analysis of
the direction of the relationship between trialability and adoption.
Also included in Tornatzky and Klein's analysis were ten studies of
divisibility. Five of these did provide an indication of directionality.
Moreover, "three (3) of these found divisibility to be positively related

to adoption while the other two showed a negative relationship." (p. 37)

- Observability (COM)

Perceived Observability of Exporting is the degree to which the
results of exporting are perceived as visible.

Because the export literature provides no useful insights regarding
observability, it is helpful to recall its close conceptual linkage with
communicability. Thus, for the purposes of the current research,
observability will involve exposure to the means by which the results of
exporting may become evident, both within and between firms.

Seven of the nine studies (78%) reviewed by Rogers which had assessed
observability found it to be positively related to adoption. The meta-
analysis conducted by Tornatzky and Klein included thirteen studies of
communicability and seven studies of observability. None of these
studies provided sufficient statistical data to allow Tornatzky and Klein
to assess the relationship with adoption. Thus, based on Rogers' summary
alone, it is possible to tentatively project a positive relationship

between the observability of exporting and export involvement.
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Characteristics of Firms

From among the vast array of characteristics of firms which have been
employed in previous studies eight have been chosen to be included in the
current research. Because a primary objective of this study is to
compare manager's perceptions of exporting with characteristics of firms
in terms of their explanatory power, it is important to include
characteristics which previous studies have shown to have some value in
this regard. Thus, the following discussion provides a rationale for

each of the variables, including a summary of its previous use.

- Market Area (MA)

The geographic extent of the market area served by a firm has been
incorporated into research on exporting in a number of ways. Whether
firms sold their products in or beyond their "local" markets throughout
their entire "national" market and the proportion of sales made extra-
regionally have been considered (Snavely, et. al., 1964; Cavusgil, Bilkey
and Tesar, 1979; Reid, 1983). The general finding has been that the
broader the market area served by a firm, the more likely it is to
export. Therefore, market area is expected to have a positive impact on

Export Involvement.

- Technology (NC)
Various technology-related measures have been included in previous
research. Generally, these have concerned the possession of patents or

"unique" products by a firm and the technological intensity of the
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industry to which the firm belongs (Cavusgil, 1976; Cavusgil, Bilkey and
Tesar, 1979; Czinkota and Johnston, 1981; Snavely, et al., 1964; Bilkey
and Tesar, 1977; Cavusgil and Nevin 1981; Reid, 1983). Technology has
commonly been positively associated with exporting and is expected to be

in the current research as well.

- Size (Sz)

Size is another variable which has occurred frequently. It has been
measured in two ways: 1) in terms of sales volume (Cavusgil, Bilkey and
Tesar, 1979; Cavusgil and Nevin, 1981; Reid, 1983) and 2) in terms of
number of employees (Cavusgil, 1976; Cavusgil, Bilkey and Tesar, 1979;
Bilkey and Tesar, 1977; Reid, 1983). Although the findings related to
size are somewhat indeterminant, it is generally thought to be positively
related to exporting. This relationship is expected to be sustained in

the current research.

- Goals: Profit (PROFIT), Growth (GROWTH), Stability (STABLE)

Three major goals have emerged as important in previous research:
profit, growth and stability. Studies by Cavusgil (1976), Cavusgil,
Bilkey and Tesar (1979) and Cavusgil and Nevin (1981), in particular,
have highlighted aspirations for profit, growth and market security (a
form of stability) as indicative of the extent of a firm's involvement in
exporting. Their findings suggest that high aspirations for both profit
and growth are related to exporting, while low aspirations are related to

not exporting. High aspirations for market security, have also been
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associated with not exporting. Thus previous research would suggest a
positive relationship between the desire for profit and export involve-
ment and between the desire for growth and export involvement while the
desire for stability may be expected to be negatively related to export

involvement.

- Characteristics of Managers: Overseas Experience (PWOS) and
Education (PCOL)

Because the actions taken by firms are shaped by the managers of
them, this research will incorporate two of the important characteristics
of managers which have appeared in previous studies. Several studies
(Simmonds and Smith, 1968; Garnier, 1974; Mayer and Flynn, 1973; Langston
and Teas, 1976) have indicated that when a firm has managers who are
immigrants or who have lived or worked overseas, they (the firms) are
more likely to export. This overseas experience may have been gained in
a number of ways. Firms may hire foreign nationals or immigrants who had
worked for firms in their home countries, or they may hire managers from
other domestic firms which have subsidiaries or other intermnational
involvements. Also, the managers of a firm may gain overseas experience
by working internationally for that firm. This study does not
distinguish between the various possible sources of overseas experience.

Other researchers (ﬁayer and Flynn, 1973; Simpson and Kujawa, 1974;
Reid, 1983) have been able to show at least some relationship between
the level of education possessed by managers and the export behaviors of

their firms.
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So that the variables employed in this study may be appropriately
construed as characteristics of firms they will be defined as follows:
PWOS) The percent of managers with overseas work experience.
PCOL) The percent of managers with college degrees.
It is expected that both variables will be positively related to export

involvement.

HYPOTHESES

The first three hypotheses are as follows:

Hy: There is no significant linear relationship in Model I
(Perceived Characteristics of Exporting).

HZ:. There is no significant linear relationship in Model IT
(Characteristics of Firms).

Hy: There is no significant linear relationship in Model IIIL
(Combined Model).

The hypotheses of primary interest to this research are:

Hy: The amount of variance in Export Involvement explained by Model
I is less than or equal to the amount of variance explained by
Model II.
R?1 < R211
Hg: The amount of variance in Export Involvement explained by Model

III is less than or equal to the amount of variance explained by
either Model I or Model II.

R2111 < R%1,R?1I
Given that each model is defined by the following equations:
MODEL I

EI =g | RELAD + g , COM'+ g 5 TRIAL + g , PLEX + § g PAT



84

MODEL II

EI = 8 MA+8 , NC+ 84 SZ+8 , PCOL + 8 g PWOS + 8 ¢ PROFIT
+ ‘g7 GROWTH + g g STABLE

MODEL IIL
EI = g) MA+8 ) NC+8 382+8 , PCOL +8 g PWOS +g ¢ PROFIT

+ B, GROWTH + g g STABLE + g o RELAD + g ;5 COM
+ £q; TRIAL + 8 ;, PLEX + g3 PAT

where:
EL = Export Involvement
RELAD = Perceived Relative Advantage
COM = Perceived Observability

TRIAL Perceived Trialability
PLEX = Perceived Complexity

PAT = Perceived Compatibility

MA = Market Area

NC = Technology Level

Sz = Size

PCOL = Percent of Managers with College Degrees

PWOS = Percent of Managers with Overseas Work Experience
PROFIT = Importance of the Goal of Profit

GROWTH = Importance of the Goal of Growth
STABLE Importance of the Goal of Stability

1

The following chapter will discuss, in detail, how each of the
variables is operationalized and the procedures used in collecting the

data employed to test these hypotheses.



CHAPTER 4

METHODOLOGY

INTRODUCTION

The preceding hypotheses were tested using data collected via a
survey sent by mail to manufacturers of machine tools located in Michigan
and Ontario. The rationale for using this particular population and data
collection method, along with a description of the procedures used in
developing operational measures of each of the variables and collecting

the data are presented in the following discussion.

RATIONALE
Population

Two considerations have influenced the selection of the study
population: location and industry. Firms in two countries, the United
States and Canada, have been chosen as subjects because previous export
research has been limited to studying firms in one country (Czinkota and
Johnston, 1981--United States; Abdel-Malek, 1974--Canada), and often to
one state or province (Simpson and Kujawa, 1974--Tennessee; Lee and
Brasch, 1978--Nebraska; Reid, 1983--Ontario; Cavusgil, 1976, Bilkey and
Tesar, 1977, Cavusgil, Bilkey and Tesar, 1979, Cavusgil and Nevin, 1981--
all the same data from Wisconsinj Snavely, et al., 1964--Connecticut).

Also, examination of firms in two countries permits observation of firm

85
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export involvements in environments with differing economic and political
conditions, which is not possible in single country studies.

Firms in Michigan and Ontario, in particular, have been chosen as
subjects for two reasons. The most important of these is the industrial
similarity of the two regions. Of secondary concern were restrictions
placed on the scope of the study related to the accessibility of subjects
in the preliminary phases of the research.

This study has been limited to firms in one industry, machine tools,
in an effort to control, to some extent, for variance due to differences
between industries. Previous export research has been based on studies
of firms across industries. As marketing scholars have noted differences
in marketing practices by industry since the days of the commodities
approach (e.g., Breyer, 1931), this control was deemed important.

The machine tool industry has been chosen because, 1) it is
characterized by a high volume of international trade, 2) both the United
States and Canada are substantial participants in this trade, and 3) the
machine tool industry provides a major component of the industrial base

of both Ontario and Michigan.

Mail Survey

Survey methodology has been selected because it offers the best
opportunity to assess both the characteristics of firms and managers'
perceptions of the characteristics of exporting across the population of
machine tool manufacturérs in both regions.

Laboratory or field experiments might yield useful insights, however
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very few firms could have been studied via these methods and the
artificiality potentially imposed would seriously reduce the usefulness
of the results. Field study, although it provides an opportunity to
maintain the real-world context of data collection, would allow a very
limited number of firms to be studied. Also, although the character-
istics of firms and their export activities could certainly be observed
through field study, it is questionable whether the perceptions managers
have of exporting could be accurately ascertained. For the same reasons
the panel method is not appropriate for the phenomenon under study.

It is acknowledged that there are disadvantages to using the survey
method. It is not possible, in the survey, to probe the issues raised,
and care must be taken in constructing the measurement instrument in such
a way that appropriate responses are elicited. It is believed, however,
that for the current purposes, the advantages of being able to obtain a
sizable amount of information from a large number of firms justify the
use of a survey. Also, it is believed that the impact of the
disadvantages is reduced to an acceptable degree by interviews conducted
in the early phases of the research. These interviews allowed for the
probing of issues and contributed to the construction of the measurement
instrument.

A mail survey was chosen for the opportunity it provides to include
in this study all the members of a large and geographically dispersed
population. Also, according to Dillman (1978), mail surveys were found
to outperform face to face and telephone surveys with respect to two of

four performance categories: obtaining accurate answers and
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administrative requirements. In addition, when taking the specialized
nature of this population into account, the comparative performance of
mail surveys is adequate with respect to the third category, obtaining a
representative sample. The performance category where mail surveys fall
short of the other methods concerns questionnaire construction and
question design. It is believed that both the interviews and the pre-
test of some of the questions ameliorate these concerns to an acceptable

degree.

DEVELOPING OPERATIONAL MEASURES

The steps followed in this study to develop operational measures of
the variables, particularly the perceived characteristics of exporting,
have mirrored as closely as possible the procedures recommended by
Churchill (1979), shown in Figure 16. Accordingly, the domains of each
construct were specified in the previous chapter on the basis of the
literature review. The definitions which resulted contributed to the
development of sample items. Additional sample items were generated on
the basis of ten interviews.

Confidential interviews were conducted with managers in six Michigan
and four Ontario machine tool manufacturing firms (see Interview Schedule
in Appendix A-1). These firms were selected to represent a wide range of
sizes and export involvement levels. Insights gained from these
interviews which contributed to the development of sample items are
summarized in Appendix A-2. In general, the interview responses

supported and enhanced the definitions of the perceived characteristics
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RECOMMENDED COEFFICIENTS
OR TECHNIQUES

1. SPECIFY DOMAIN
OF CONSTRUCT LITERATURE SEARCH
2. GENERATE SAMPLE LITERATURE SEARCH
OF ITEMS EXPERIENCE SURVEY
INSIGHT STIMULATING
EXAMPLES
CRITICAL INCIDENTS
FOCUS GROUPS
3. COLLECT
DATA
4. PURIFY COEFFICIENT ALPHA
MEASURE — FACTOR ANALYSIS
5. COLLECT
DATA
6. ASSESS COEFFICIENT ALPHA
RELIABILITY SPLIT-HALF RELIABILITY
7. ASSESS MULTITRAIT-MULTIMETHOD
CONSTRUCT VALIDITY MATRIX
CRITERION VALIDITY
AVERAGE AND OTHER STATISTICS
8. DEVELOP SUMMARIZING DISTRIBUTION OF
NORMS SCORES
FIGURE 16

CHURCHILL'S SUGGESTED PROCEDURES FOR DEVELOPING BETTER MEASURES

SOURCE: Adapted from, G.A. Churchill, Jr., "A Paradigm for Devel-
oping Better Measures of Marketing Constructs," Journal of Marketing
Research, (February 1979), 64-73.
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