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The Influence of the Fir.'s Environmental Measures
Upon Its Export Behaviour & the Level of Exporting:
An Empirical Investigation
ABSTRACT
This thesis

attempts to investigate

the influence of the firm's

internal and external environmental measures upon its export behaviour
(i.e •• the variation between exporters and non - exporters) and the
level of exporting. In order to achieve the study's objectives. and to
conduct this research in a systematic manner. a conceptual framework
was developed. The conceptual framework tied together the key factors
which are thought to have influenced the firm's export behaviour and
the

level

of

exporting,

i.e.,

the

internal

and

the

external

environmental dimensions.
The design of the research is guided by a number of hypotheses
about the relationship between the firm's level of exporting and its
internal and external environmental measures on the one hand,
about

the

discrimination

between

exporters

and

non

and

exporters

according to these environmental measures on the other hand.
The required data are
interviews

with

manufacturing

387
firms

collected through structured -

respondents.
in Jordan,

approach was employed.

The
and

survey

the

uni ts

key single

directed
were

respondents

The data are analysed by the application of a

variety of

statistical

(Principle

Components analysis);

tests

and

techniques:
(2)

(1)

Factor analysis

Multiple regression analysis;

(3) Discriminant function analysis; (4) Correlation analysis;

test; (6) the

the

Univariate F - ratio; (7)

(5) T -

Chi - square test, and the

(9) McNemar test.

This

thesis

is

organised

in

10

chapters;

the

first

chapter

discussed the research problem, objectives, and hypotheses; chapter
two introduced the relevant literature review; chapter three presented
the preliminary interviews; chapter four is devoted to the study's
conceptual framework; chapter five and chapter six are intended to
explain the research design and the research methodology; chapters
seven,

eight,

and nine

are

concerned

the

research

findings,

and

finally chapter ten is the conclusions.
Overall, the findings of the study support the following conclusions:
(iv)

(1) The firm's internal environmental measures are related not only
to export behaviour (i.e., the difference between exporters and
non - exporters), but also to the level of exporting.
(2) The firm's external environmental measures are also related
to export behaviour and the level of exporting.
(3) In terms of the predictive power (i.e., explanation) of the
level of exporting, the firm's external environmental measures
are found
measures.

to

be

higher

than

its

internal

environmental

(4) In respect of the predictive power of the classification of
group membership

(i. e., exporters vs . non - exporters),

the

firm ' s internal environmental measures are shown to be higher
than its counterpart, the external environmental measures.
(5) The factors determining the firm's export behaviour are found
to be somewhat different from the factors determining its level
of exporting .
(6) In comparison to each environmental dimension acting alone, the
integration

approach

of

the

two

internal

and

external

dimensions gives better explanation not only of the prediction
of the level of exporting but also of the prediction of export
behaviour .

Therefore,

a

better

understanding

of

export

behaviour and the level of exporting requires that the firm's
environmental measures to

be viewed as a whole (i.e.,

interaction of the internal and external dimensions)

the

rather

than being isolated fragments (i.e., only a single dimension).
(7) The study ' s findings support many of the findings of previous
studies . However, some conflicting results are also reported.
For example, the age of the decision - maker is not found to be
an

important

determinant

either of the level of exporting or

export behaviour . These differences raise new explanation when
variables are, or are not, important to export behaviour or the
level of exporting .
And on the basis of the findings, the study is concluded with a
number of

interesting applications

for

the

current

exporters, and for the public policy - makers in Jordan.

(v)

and potential
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CHAPTER ONE
INTRODUCTION
Preface
"
The econo.ic well - being of .ost countries, especially
the s.aller ones, is affected by the international trade
position. Failure to generate a sufficient volUJIe of
exportable goods and services has been a recurring source of
econoaic crisis in aany developing countries as well as in the
developed ones . Experience suggests that when a country
suffers froa a chronic trade deficit, the reaedy can not be
left to Ada. S.ith ' s invisible hand. Responsibility for
corrective aeasures .ust rest squarely on the shoulders of the
governaent . If exports are to be increased with the help of
conscious policies undertaken by the
governaent or by the
exporters the.selves, .ore
is needed to be known about the
factors which deteI1line exports and about how these factors
interact" (Hirsch 1971).
The theme of this study is based upon the fact that the firm I s
involvement in export marketing operations is very important for two
major reasons. First, for industrial firms, exporting often offers an
attractive

alternative

strategy

for

growth

and

survival

in

an

increasingly international market place - typically, it is an outlet
for

exploiting

its

comparative

advantages

and

overcoming

unfavourable conditions in the home market . Second,

certain

for a count r y,

exports are known to be essential for the economic well - being of the
country as well as

a critical factor in the economic development

process. Exports not only increase the demand for domestic production
but are a major source of foreign exchange to finance the capi tal
goods that are imported. In the long run the balance of payments have
to be maintained if
understanding of

the nations '

the underlying

behaviour and the level of

wealth is

to improve.

Abetter

determinants of the firm's

exporting is, therefore, critical.
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expo r t

This study will mainly

focus on those determinants

(variables)

J.

which are behind
exporting.
function

The
of

the

firm's

the

firm's

behaviour~

export

export behaviour

interaction

of

two

and

its

is hypothesized
major

groups

of

level

of

to be

a

variables

(dimensions) :
( 1) Variables related mainly to the finn's internal environment
including its organisational and managerial characteristics.
(2) Variables

related

mainly to

the firm's external environment

including characteristics of the local and foreign environment where
the firm already or expects to operate.
The aims of this study are to provide a comprehensive understanding
of how these two groups of variables interact and influence the export
behaviour of

manufacturing

firms

in developing

countries such as

Jordan, and also, to suggest solutions to the main export marketing
problems that are encountered by them.

*

Export behaviour is an expression used here as an indicator for the
differences between exporters and non - exporters.
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1.1 lbe Importance of International Trade for Developing Countries
"Even though international trade can not be expected to be
engine of economic growth today. there are many ways by which
it can contribute to the economic development of today's
developing nations" (Keesing 1979).
Hibbert (1989) pointed out the following important contributions of
international trade for the developing nations which can lead to the
full utilization of underemployed local natural resources. Through
trade, a developing country can move from an inefficient production
point

inside

its

production

frontier,

with

unutilized

resources

because of inadequate internal demand to a point on its production
frontier with trade. More generally, it allows a developing economy to
specialize upon its relatively plentiful resources, while importing
products

that

would

be

uneconomical,

or

impossible

to

produce

domestically. Therefore, through international trade the country can
probably obtain more of each type of product than it could produce for
itself •
According to international trade theory, benefit from trade can
also be obtained through economic scale, i.e., an advantage from large
scale production. The extent of the division of labour and economics
of

scale

are

limited

to

the

size

of

the

market.

Therefore,

a

developing country will be weakened by the high unit cost if it tries
to produce a
market. Such

little

of each product for its inadequate domestic

a country stands to obtain much by importing many of the

products that can be produced cheaply only on a large scale, and by
building its manufacturing industries partly around exports, so that a
larger scale of production can be achieved.
Furthermore,

international

trade

is

the

vehicle

for

the

transmission of new ideas, new technology and new managerial and other
skills . Indeed, trade goes hand in hand with travel by businessmen and
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technical specialists,

through which

the

flow of

information and

technology is transferred across international boundaries. In addition
to which it is an excellent anti-monopoly weapon because (when allowed
to operate) it stimulates greater efficiency by domestic producers to
meet foreign competition (Keesing 1979).
Learning to export and even trying to export products is valuable
partly for this reason. Competition from imports, too, can probably
motivate improved performance, because, in developing countries many
manufacturers consist of only one or a very few enterprises, as a
reflection of the small size of the domestic market. Unless subjected
to foreign competition, these firms are more likely to conspire than
compete and they will

tend to

perform insufficiently in terms

raise prices,
of technology.

neglect quality and
Import competition

helps to eliminate inadequate local firms while motivating others to
greater effort and higher performance standards (Hibbert 1989).
However it is worth mentioning that even though international trade
is worthwhile for all these reasons, it does not mean that more trade
is required in all cases. Trade policy must not only follow these
advantages but must also balance them against the gains made from
learning to produce goods and services that could be imported.
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1.2

Export Expansion Versus I.port Substitution as Industrialization
Policies for Developing Countries
Since

1970,

most

developing

countries have

made

a

deliberate

attempt to industrialize rather than continue to specialize in the
production of primary commodities (food, raw material and minerals)
export,

for

as

prescribed

by

traditional

trade

theory.

Industrialization was depended upon to provide; faster technological
progress; the creation of jobs to overcome the serious unemployment
problems faced by most developing countries; rising terms of trade and
more stable export prices and earning, and relief from balance of
payment difficulties (Keesing 1979).
Therefore,
country has

for

development and

industrialization,

to choose between import substitution,

a

developing

or an export

oriented strategy. In order to pursue either policy within a certain
developing country, an evaluation must be made in the light of the
advantages and disadvantages with regard to the country's situation.
Development

and

industrialization

through

import

substitution

includes the following advantages: it can save foreign exchange which
would

be used to pay for necessary imports (Hibbert 1989), it could

be easier for developing countries to protect their domestic market
against foreign barriers and against foreign competition than to force
developed nations to lower trade barriers against their manufactured
export products.
On

the

one

hand,

substitution

policy

leads

to

insufficient

industries because the do.estic .arkets in .any developing countries
such as Jordan are small. It does not allow them to take advantage of
the economic of scale. Furthermore, effective protection from foreign
competition and the absence of domestic challenge may enable local
firms to increase profit and sales mainly by increasing production
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which is

often obtained

consumer

choice

at

(Hibbert

the

expense of quality services and

1989) •

Finally,

after

the

simpler

manufactured imports are replaced by the domestic production, import
substitution becomes more capital -

intensive and.

technologically

advanced imports are then replaced by the domestic production.
On the other hand, industrialization and development through export
expansion for Jordan as
smallness

of

the

economies of scale.

a developing country.

domestic

market

and

will

will overcome
allow

benefit

the
from

Furthermore. production of manufactured goods for

export require and stimulate efficiency throughout the economy.
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1.3

State.ent of the Problem
Export growth is not only necessary to developed countries but also

to

developing

countries

such

as

Jordan.

Export

aptitude

is

an

important determinant of a country's economic growth. Therefore, an
increase in economic growth and development is tied to an increase in
all types of exports (Keesing 1979).
According to Kaynak

&

Gurol

(1987) "less - developed countries

(LOS) rely heavily on export marketing to obtain much needed foreign
currency necessary

for

their

socio

economic and

technological

developllent. Marketing domestic products in foreign markets provide
less - developed countries (LOS) with a reliable source of income to
purchase the capital goods they need for this development from the
industrialized countries of the west".
The search for export growth and expansion is critical for the
Jordanian economy. According to a recent economic report about Jordan
prepared by the UINDO (1987); "manufacturing exports needed to be
enhanced in order to redress problems stemming from an increasing
balance of payment deficit and the stagnation of workers' remittance
and the drastic fall in the price of phosphates".
Jordan's economic position is suffering deeply

from a chronic

deficit in its balance of trade. In 1987 and 1988, this was close to
$1.7 billion or 37% of its gross national product (GNP), despite the
higher contribution of the external trade to gross domestic product
(GOP) which reached 143.1% in 1987. This growth of the external trade
was attributed more to imports

than to exports (for more detail about

the problems of Jordan's economy. see Section 1.7.2 in this Chapter).
As a means of improving its economic situation, and in particular,
the

balance

of

trade.

co-operative

planners

of

the

Jordanian

government have increasingly put their efforts into the expansion and
8

promotion of export marketing among manuf acturing firms.

This

was

stated in the country's five year plan of economic development fo r the
period between 1986 -1990, (Jordan, Five Year Plan 1986 - 1990). It
includes the following goals:
an

(1)

To

increase

national

export

on

average rate of 12.6% at current prices, (2) To increase Jordan's

foreign currency holding

through encouraging exports and

imports, and (3) To encourage the

establishment

of

reducing

export oriented

industries.
In August 1988, the government of Jordan announced a series of
measures to encourage expansion of exports from Jordan (Ministry of
Industry, Unpublished Paper, Government Export Promotion Measures ,

...

following~:

1988) which include the
1. Encourage
to

establishment of specialised trade companies in order

export

Jordanian

products and give those companies similar

incentives and exemptions which are given to
2. Establish

Trade

countries,

exporters.

Centres wherever possible in Arab and Foreign

and continue

organising

specialised

international

trade fairs.
3. Simplifying

customs

procedures

entry system and duty 4. Prepare

a

feasibility

that

relate

to the temporary

drawback system.
study

for

the establishment of expo r t

credit guarantees and a government insurance agency for exports .
5. Appointment

of

Commercial

Attaches

in

Arab

countries,

EEC

countries, Japan and the United States.
6. The

Central Bank

of

Jordan to allow exporters to keep 30% of

export income in hard currency.
7. Reimbursement of production tax on export products.
8. Acceptance

'*

of

re - discount

of

bills in the same currency.

Most of these measures have not yet put in action.
9

Despite the Government's efforts to stimulate exports from Jordan,
it is recognised that there are a large number of Jordanian industrial
firms which are thought to be capable of exporting, but which do not
get involved in export marketing activities.

Furthermore,

some of

those firms which are already involved in export marketing, do not do
as well as they could.
This

might be because these policies are formulated on the basis

of macro oriented analysis and the actions recommended which they
generate. In other words, the government policy makers appear to have
ignored the important unit of the business's economy activity, which
is the individual firm.
A better understanding of the factors that are associated with
export activity at the fir. level .nght be extremely useful for both
public policy - makers and managers. For the public policy maker, the
knowledge of those factors which determine the export behaviour at the
firm

level would assist

promotion policy.

them

in formulating an effective export

For the decision - makers of manufacturing firms,

knowledge of the influence of the firms' internal characteristics on
export could influence the

type of changes that should be implemented

within their organisations.
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1.4 Research Objectives
Researchers in the past (Le., studies at the macro level) have
tended

to

ignore

behavioural

factors

in explaining

international

trade, they have focused mainly on explaining why countries would
trade in spite of the fact that countries do not trade but industrial
firms do.
Product life cycle theory was an early attempt to draw analytical
attention to the firm

as the unit of analysis (e.g., Vernon 1966, and

Vernon and Wells 1986). According to the Product Life Cycle concept
many manufacturing

goods such

as

electronic

products and

office

machinery, undergo trade cycles.
However,

most

of

these

studies

focused

almost

exclusively

on

identifying industrial and other structural and contextual variables
as determinants of export activity. To date, their efforts have only
been able to identify conclusively

technology and product variables

as important structural factors contributing to export entry into new
foreign markets (Reid 1980).
In other words, these studies have failed to provide an explanation
of why,

at

a point in time,

some

firms

are

involved in export

marketing and others in the same industry are not, or why some firms
are very highly involved in export marketing, while others are not.
This failure stems from the tendency of conventional economic theory
to ignore the behaviour aspects of the firm and the factors that
govern their behaviour.
As a result, the firm's export behaviour has received significant
research

attention

recently,

particularly

in

developed

countries

(e.g., U.K, U.S.A) where the majority of export behaviour studies have
been undertaken.
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Despite the fact that

a few e.pirical studies have syste.atical1y

examined the firm's export marketing behaviour,

these studies have

tended to focus largely on investigating the influence of the firm's
organisational and a managerial characteristics.
However, according to the organisational and the firm's behavioural
theories (e.g., Cyert and March 1963), the firm's behaviour is linked
inseparably to the environment in which it takes place.

In other

words, the firm's business behaviour is not only determined by its
internal characteristics, but also

through the interaction of

its

internal environmental characteristics and the factors that exist in
its external environment.
Therefore, the main aim of this study is to understand how the
interaction of the firm's internal and external characteristics can
effect the firm's export

behaviour and its level of exporting in

developing countries such as Jordan.
The key

objectives of this research

1. To develop a theoretical

are as follows:

framework through the integration of

international trade theories, the firm and organisational behavioural
theories, and

export behaviour studies. This

framework

consists of

two broad dimensions; the firm ' s external environment and the firm's
internal environment.

The major constructs of each dimension are

presented in detail in

Chapter Four.

2. To find out the main pattern of factors (i.e., components) that
underlie

each

construct

of

both

environmental

dimensions

(i.e.,

internal and external) . The firm's internal dimension consists of five
constructs:

(1)

Managerial

aspirations

level

(2)

Management's

expectations (3) The firm's comparative advantages, (4) Commitment to
export marketing activity, and (5) Socio - demographic characteristics
of the decision makers.

The firm's external dimension includes two
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constructs:

(1)

Economic and commercial infrastructural envi r onment ,

and the (2) Legal - political environment.
3. To find out the effect of the firm's internal environmental
measures (together and separately) upon its level of exporting.
4. To find out the effect of the firm's external environmental
measures (together and separately) upon its level of exporting.
5. To find out which environment; the external, or internal, or the
interaction of both environments, can explain larger the variations of
the level of

exporting among manufacturing firms in Jordan.

6. To identify and profile the exporter's and the non - exporter's
groups on the

basis of

their internal

and external

environmental

measures.
7. To compare the firm's internal environmental lIIeasures with its
counterpart (i. e., the external environmental measures) in terms of
their predictive power of

classification of the group membership,

i.e., exporters and non - exporters.
8. To explain the variation in export behaviour (Le., exporters
vs.

non

exporters)

according

environmental dimension measures.
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to

both

internal

and

external

1.5

Research Hypotheses
In the formulation of the hypotheses which guided the research,

several sources were employed as follows:
(1) Previous research studies related directly or indirectly to the
phenomena under investigation were reviewed.
(2) In -

depth

interviews were conducted

with

a

small

number

of the top executives of Jordanian manufacturing firms.
The main aim of this study was to investigate the effect of the
firm's internal and external environmental measures upon its export
behaviour and the level of exporting. Thus,

the number of hypotheses

to be tested will be very large, using the formula the maximum number
of inter - relationships that can be generated:

K = N ( N - 1 )/2
Where:
K = The number of inter - relationships
N = The number of variables
Since N

=

Ill,

the maximum number of the inter -

relationships

could be up to (6150) . In addition to that, it was expected that the
findings would lead to the formulation of new hypotheses that could be
tested in future research .
Therefore, the .ain hyPotheses of this research stated in their
null

fo~

are as follows:

(1) There is no significant relationship between the two environmental
measures (Le . , internal and external) and the level of exporting,
taken separately .
(2)

There

is

no

significant

environmental measures
(3)

There

is

no

between

the

internal

and the level of exporting, taken together.

significant

environmental measures

relationship

relationship

between

the

external

and the level of exporting, taken together.
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(4) There is no significant relationship between each independent
variable (i.e., the factors underlying each construct of both internal
and external environmental dimension) and the dependent variable level
of exporting, taken separately.
(5) There

is no

significant

relationship

independent variables which comprise

between the

explanatory

each factor and the dependent

variable level of exporting, taken separately.
(6) There is no significant difference (i.e.,

exporters and non - exporters) in terms of their

two groups (i.e.,
internal

environmental measures, taken together.

(7) There is no significant difference (i.e.,
two groups (i.e.,
external

variation) between the

variation) between the

exporters and non - exporters) according to their

environmental measures, taken together.

(8) There is no significant difference (i.e.,
two segments (i.e.,

variation) between the

exporters and non - exporters) in terms of their

internal environmental measures, taken separately.
(9) There is no significant difference (i.e., variation) between the
two segments (i.e., exporters and non - exporters) according to their
external environmental measures, taken separately.
(10) There is no significant improvement in the discrimination between
the

two

addition

groups

(i.e.,

exporters and non -

exporters)

after

the

of the external environmental measures to its counterpart,

the internal environmental measures.
(11) There is no significant difference (i.e., variation) between the
two segments
explanatory

(1. e.,

exporters and non - exporters) according to the

independent

variables

separately.
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comprising

each

factor,

taken

1.6 The Significance of the Study
Whilst there is a large body of literature on the topic of economi c
under - development and export, most of it has a macro economic focus
and, a perspective of the firm and its problems. National economi c
policies seem to be developed mainly on the basis of
analysis and the

macro ori ented

recommendations which they generate. The succes s of

the actual policies though is often an uncertain affair s eemi ngly
dependent on the random tides of economic and political events both at
the national and international level.
In the literature, one encounters little empirical research on the
exporter at the firm level in an underdeveloped economy and, there is
a complete void of Jordanian firm level studies. This study would make
a modest contribution by providing background knowledge of Jordan' 5
export as a
The

less - developed country as seen from the firm level.

information unearthed by

understanding of export

the study will

contribute

behaviour in the developing countries.

to

an

More

important though, the study would assist and guide the public policy makers in

developing countries in fashioning appropriate policies

which take into account, based an empirical evidence, the problems and
Finally, should the study enable

needs at the level of the firm.

developing countries to make some progress in their efforts to expand
their export of manufactured products, the aggregate welfare of both
exporting and importing nations would be enhanced.
The .ajor potential contributions of the present study can be
s~arised

...

in the following points~:

( I) The area researched is important to the firn as well as to the
economy as whole.

*

For .ore details about the contributions and the applications of
the present study's findings, see Chapter Ten.
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(2) To the best Knowledge of the researcher, this study is

the first

attempt undertaken in the Jordanian environment to study export
behaviour at the micro level (i.e. at the level of the individual
firm). Most of the exporting studies in Jordan have been carried
out at the aggregate level (i.e., at the national level).
(3) An

integrated

approach

is

developed

for

the factors that

determine the firm's export behaviour and its level of exporting,
and

the

establishment of propositions. This approach integrates

ideas and

elements from the theory of the firm (e.g., aspiration

level, expectation, etc.), international trade theory (e.g., the
principle

of

comparative

advantage),

the

product life

cycle

concept of international trade; the result of pertinent empirical
studies

as

well as the

results

of the

preliminary interviews

which had been conducted in Jordan by the researcher.
(4) Contribution

is

made

to the scant number of studies that look

at factors within the firm as determinants of export involvement.
(5) As

shown

in

the literature, the

body

of

research

on export

marketing at the firm's level is heavily oriented to the firm in
developed countries. This research has broadened its scope to
include less - developed countries (LDS) •
(6) By examining the determinants of

export

marketing

involvement,

Jordanian co - operative planners could formulate an appropriate
promotion

programme

aimed at assisting manufacturers to become

very actively involved in exporting.
(7) The managers of manufacturing firms could also benefit from this
study by learning about the factors that determine or enhance the
level of their firms' exporting.
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1.7 Some Background Information About Jordan
In this type of

study,

it is useful

to provide some

relevant

background information about the test country. The main objective is
to familiarize the reader with the country under investigation.

1.7.1

General Econo.ic Features

Jordan can be classified as a middle - income economy with a small
domestic market, as reflected by the small size of population, low per
capital income and low

relative consumption relative to

countries (See Table 1.1).

developed

In 1988, the total population of Jordan

was estimated to be 3.38 million inhabitants, with a population growth
rate of about 4% which is among the highest growth rate of population
in the world (Kanovsky 1989). Jordan's per capital income is very low
in comparison to other developing countries, particularly among the
Middle East countries, but recently it has witnessed a high growth
rate in GNP per capital of about 5.8%. This growth rate is regarded as
a remarkable development in Jordan's economy (World Bank 1987).
The total area of Jordan is about 90,000 square KIm. The greater
part of the country consists of a plateau lying between 1,000 and
3,000 feet above sea level. Most of this area is desert and supports
only a small nomadic population. The country is without many natural
resources. It is characterized by a high degree of openness with
respect to labour, goods and capital market.

Although Jordan is one

of the world's major exporters of phosphate, its economy in fact is
service oriented, with more than 60 % of GDP being obtained from
services.

Manufacturing

contributes

agricultural activities contribute only
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only

around

15%

of

8% of GDP (EIU 1986).

GDP

and

1.7.2

Proble.s of the Jordanian Econo.y

Due to the heavy dependence on foreign aid, particularly from the
rich Arab countries, and the steady decline of this aid, the Jordanian
economy started to face serious problems which began to appear around
1988. However, the indications of those problems were apparent from
the early 1980's. The main problems can be summarised as follows:
1. The high rate of une.ploYJIent: The unemployment percentage has

risen

from

2%

in

1981 to about 15% in 1988 and probably 30% in

1990 (Kanovsky 1989). This rate

may also have accelerated as a result

of the large scale of repatriation of Jordanian workers employed in
the Gulf States and Saudi Arabia.
2. Decline in foreign exchange reserve: The decline in Jordan's
convertible foreign exchange reserve, which reached maximum level in
1986

of

($275)

Million

(Business

government was obliged to

America

1987).

In

1988,

the

abandon the fixed exchange rate of the

Jordanian currency which lead to a serious devaluation (About 50%
against the major currency).
3.

The

repayment

rising
burden

burden of

debt repaYJIent

is

to

likely

increase

obligation:
as

Jordan

The

debt

substitutes

commercial borrowing for official grants and loans from OPEC members
and the United States. The external debt rose by 94.7% in the period
between 1981-1985,

in

1985

interest

external debt came

to

nearly

JD

payment

on the

government's

33 Million compared with Jd 11.2

Million in 1985 (Philip 1986).

4.

Steady

trade

deficit:

Jordan

has

always

suffered

from

a

considerable trade deficit. The trade deficit rose up to $ 1.8 billion
in 1987 (see Table 1.2).
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Table

(1.1)

So.e Basic Indications About
Jordan's Econoay
- GDP (1987):

1,686.3 JD Million

- Population (.id 1988):

3.38 Million

- Average Annual growth rate:
of population
- Labour force (1987):
- GNP per capital (1985):

1965-1980 1980 -1985
2.6
3.7
595,000
$ 1,560

- Average annual
growth rate of GDP

1976 -1980 1980 -1985
8.5
6.4

- Distribution of GDP
Agricul ture
(Percentage)
Industry
Manufacturing
Others
- Rate of inflation:
- Exchange rate:
(Jordanian Dinar
equivalents to $1)
- Private consuaption:
per capita

1985 -1990
3.8

1970
10.2
7.5
4.3
82.3

1985
6.0
16.5
11.2
77.5

1980
6.6
17.0
11.1
76.4

1982 1983 1984 1985 1986 1987 1988 1989 1990

7.4 W 3:8 3.6 2:s
1985
0.394

1986
0.350

1972 -1982
4.5%

1987
0.344

~ ~

1988
0.560

1982 -1987
0.5%

Central Bank of Jordan (1989).
Jordan, Department of Statistics (1986).
Jordan, Five Year Plan (1986 - 1990).
United Nations, International Trade Statistics (1987).
UNlDO (1987).
World Bank (1987).
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1989
0.780

* Sources:
1.
2.
3.
4.
5.
6.

1985 -1990
2.16

1990
0.680

1.7.3

External Trade Features

The foreign trade sector plays a vital role in Jordanian economic
activity. It has special position due to the size of its contributions
to the GDP, to employment and to its role in meeting the country's
need for consumer and capital goods. The contributions of the total
value of import and export of goods and services to the GNP was about
120% in 1987.
Despite the difference in growth of export and import in the last
two decades (see Table 1.2), Jordan's economy suffers from a chronic
deficit in its balance of trade.

Jordanian economic expansion process

is heavily dependent upon imported goods and services, i.e., the ratio
of imported goods and services to gross domestic product is very high,
this was calculated to be about 82.9% in 1988 (Abuzir 1988).
This huge amount of imports can not be financed only by exporting
almost the entire Jordanian GDP.
finances have been available:

Instead two methods of external

the first is the remittance of the

Jordanian worker abroad and the second is the financial assistances
(Amerah and
sources,

AI-Hajji

i.e.,

1987).

the workers'

However,

since

1982

remittance abroad

and

the

latter

the

two

financial

assistance from official sources - mainly OPEC countries have shown a
declining trend. In 1980, net official transfer to Jordan amounted to
$1.31 billion, however, this figure had been halved by 1985.
Furthermore, export growth during

the 1980s has generally been

higher than the growth of imports. Imports growth was at an annual
average rate of 3.5% during 1981 - 1985. While exporting recorded a
growth rate of 6.5% during this period, export growth rate slowed
after 1986 to be about 4%.
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Table (1.2)
So.e Basic Indicators About
The External Trade
EXPORT
- Total Value (1988):

JD 324.788 Million

- Main Exports (1988):
(percentage)

Food and other consumer products goods
(54.1) Phosphates 929.8), Construction
Material (3.4), Others (12.7).

- Main Destination:

Iraq (18.8), Saudi Arabia (12.3),
(1988) EEC (4.5) India (15.1), Romania
(3.9), Indonesia (3.6) Kuwait (3.9),
Others (39.1).

IMPORTS
- Total Value (1988):
- Principle I.ports:
(percentage )
BALANCE OF PAYMENT:
(Current account
balance $ Million)
- External Debt (1987):

JD 1,022,469 Million
Consumer goods (38.7), Raw material (33.4)
Capital goods (23.6), Others (4.9).
1981 1982 1983 1984 1985 1986 1987 1988 1989
- 39 -333 -391 -265 -261 -40 -352
$ 4 Billion

1985
- Debt Services Ratio:
1986
(percentage of export
23.1
28.7
earning)
1984
1985
- Foreign Debt:
1986
2.491 2.470 3.079

* Sources:
Central Bank of Jordan (1989).
Jordan, Department of Statistics (1986)
Jordan, Five Year Plan (1986 - 1990).
United Nation, International Trade Statistics (1987).
5. UNlDO (1987).
6. World Bank (1987).
1.
2.
3.
4.
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1.7.4 Jordan's Export Pattern and Structure
Jordan's

export pattern is characterized by a high degr ee

of

concentration on specific commodities and destinations. The domes tic
commodities export of Jordan consists of three types; consumer goods,
raw material and capital goods. Phosphate and potash make up a majo r
portion of natural exports accounting for about 50% of the commodities
export. Export of citrus and other fruits and vegetables amount to 12%
while

the

balance

was

made

up

of

industrial

products

such

as

pharmaceuticals, plastic and paints . Two product categories dominate
manufactured
products.

exports

Together

from
they

Jordan,
accounted

they

are

chemical

for

about

63%

of

and

metal

the

total

manufacture export earnings in 1985. Food and the manufacturi ng of
textiles are other major export earnings. Their share in manufactur ed
exports stood at 13.5% in 1985.
1. 7. 5

Characteristics of the Manufacturing Sectors

Jordan may be said to possess a dualistic industrial structure.
Most

small

and medium

manufacturing

branches.

participation are
petroleum

sized firms

refining

in

the

The

are

larger

chemical,

branches.

These

in

the

textile and food

establishments
non -

with

metallic,

accounted

for

state

mineral

46 . 1%

of

and
MVA

(Manufacturing Value Added) in 1985 up from 30.0% in 1975

(UNIDO

1987).

narr ow

Most

manufacturing

enterprise

are

localized

in

a

industrial belt stretching from Amman to Zarqa in the north West of
the country.
According to Abdeljaber (1986) the Jordanian industry was a fast
growing economic sector in Jordan, rising from JD 40.5 million in 1974
to JD 237 Million in 1984. In 1985 -

1987, the share of indus try

(including mining and manufacturing) accounted
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for 20% of the gr oss

domestic

product and 10 - ll % of the total employees. The sha re of

manufacturing in total export has also risen from 46.6% in 1979 to
almost 59 % in 1984. Table (1.3) shows the compositions of export by
sector of origin 1981 - 1984.

Table 0.3)
Co.position of Export 1981 -1984
(Percentage)
1981

-

-

-

-

-

Total Exports
Agriculture
Mining Quarry
Manufacturing
Food, Beverage &
Tobacco
Wood & Wood Products
Textile
Paper & Paper Products
Chemicals
Non - Metallic Minerals
Basic Metal
Metal Manufacturing
Other Manufacturing

1982

100.0 100.0
23.5 19.6
23.2 22.8
53.3 57.6
8.8
7.8
2.9
5.6
1.8
9.6
3.4
1.1
19.8
0.3

* Source:

2.1
5.1
1.3
11.9
3.6
1.0
23.2
1.6

1983

1984

100.0 100.0
19.5 ll.5
25.7 29.3
54.9 59.1
6.4
6.6
1.6
2.8
1.1
21.4
3.4
0.4
16.9
0.6

2.9
7.1
1.2
26.1
3.6
0.4
11.2
0.2

United Nations, International Trade Statistics (1984),
Vol.! New York (1987) P. 556
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1.8 The Organisation of This Thesis
Chapter One provides an introduction to the thesis, starting the
importance of exporting to

the developing countries,

the

r esearch

problem, research objectives and hypotheses, and the significance of
the study. It also gives some brief background information about
Jordan with special emphasis on the economic dimension. Figure (1.1)
gives a summary of the organisation of the thesis.
Chapter Two presents a review of international trade theories,

the

firm's behavioural, and organisational theories. The chapter primar ily
focuses on the existing Ii terature related to export behaviour. The
main findings and limitations of the previous research are presented.
Chapter Three deals with the preliminary in - depth interviews. It
gives an explanation of it's main purposes, structure, and planning.
It also provides some background information about

government expo r t

procedures, policies and assistance.
Chapter Four presents the research framework. It gives in detail
the main constructs of the study's framework.
Chapter Five deals with research design and data collection. This
chapter

starts

with

evaluating

the

alternative

methods

of

dat a

collection, and provides the basis and rationale for selecting an
appropriate method. The selection of the scale of measurement, the key
respondent

approach,

the

domain

of

the

study's

population,

and

questionnaire development are also presented.
Chapter Six presents the research methodology. The chapter star ts
with a review of the alternative statistical techniques available, the
assumption behind these methods and the basis for the selection of the
appropriate techniques.

The

techniques used

in

this

research

are

factor analysis, discriminant analysis, simple correlation, regression
analysis, T - test, F - test, Chi - square test, and the McNemar tes t.
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The

chapter

gives

a

description

of

these

analyses

and

the

justification for their use in the research.
Chapter Seven presents the research findings related to the main
pattern of factors that underlie each construct of the firm's internal
and external environmental dimension.
Chapter Eight deals with the research findings and interpretation
related to the determinants of the firm's level of exporting.
Chapter Nine

provides

the

research findings

concerning the determinants of

the

firm's

and

interpretation

export behaviour

(i. e. ,

exporters vs. non - exporters).
Chapter Ten starts with a summary review of the entire study, it
presents

the

implications

main
for

conclusions

of

manufacturers

and

the
the

present

study

Government.

with

The

some

research

contributions in terms of theory and practice also presented. Then,
two types of recommendations were discussed, i.e., recommendations for
potential and current exporters and recommendations for public policy
makers. After that, the

limitations of the

research are specified.

Finally, the chapter concludes by suggesting some areas for future
research.
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Figure

(1. 1)

Organisation of the Thesis
Introduction
Chapter (1)

_,L
Literature Review
Chapter (2)

1
Preliminary Interviews
Chapter (3)

~
The Conceptual Framework
Chapter (4)

J
Research Design

& Data Collection
Chapter (5)

~
Research Methodology
Chapter (6)

J
Research Findings
Chapter (7 - 9)

I

J,
The Factor Analysis
Findings
Chapter (7)

J.

The Determinants of
the Firm's Level of
Exporting
Chapter (8)

I

..-L.
The Determinants of
the Firm's Export
Behaviour
Chapter (9)

I

...

~

Summary & Conclusions
Chapter (10)
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CHAPTER TWO
REVIEW OF LITERATURE

Introduction
The theme

of this chapter is two

fold:

(1) To present and discuss empirical studies

relating to the

supply

side of international marketing, by means of a content analysis of
the findings of export marketing behaviour studies.
(2) To use this literature review
fra.ework

within

which

in order to develop

organisational

conceptual

to conduct the research. This framework

consists of integrated literature
i.e., international

a

trade

behavioural

at

theories,
theories,

export marketing behaviour.
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the macro and micro
the
and

firm's

economic

level,
and

empirical studies of

2.1 International Trade Theories
The

historical

explanation of the

determinants of the factors

governing the pattern of trade can be found in traditional economic
theories. In general the main purpose of international trade theories
can be summarised as follows:
1.
2.
3.
4.

Why countries trade?
What goods countries will export and import?
How gains from trade are divided between trading nations?
How adjustments are brought about export when trade partners are
distributed (Kinsey 1988).

None of these theories is generally applicable . As
states "there is no single theory

EI-Agraa (1983)

capable of explaining international

trade in all co_odities at all ti.es". Furthermore,
trade

theories have a

limited utility for

international

explaining the

pattern of the individual firms (e.g.,

why do firms

exporting), because they assume that

trade will

export

get involved in
be determined

by

relative factor cost and by demand countries, both parameters can not
be manipulated

by individuals'

(Hirsch

However,

1971).

they

firms
are

unless

still

they are

widely

monopolies

accepted

as

the

conceptual basis for understanding and predicting events in the world
of international business. Ellsworth (1964) has noted:
"Factors at the .icro- level are fundallental ele.ents in
explaining the direction and structure of international trade,
and their i.portance, therefore, should not be discounted".
Despite their limitations and their macro economic orientation,
international trade theories can be
studies,
form

useful for business management

and they are still an obvious starting point and continue to

the type of business thinking for many features of the global

marketing environment (Kinsey 1988). In this respect Mason et al.
(1975) state:
"A thorough understanding of the trade theory can provide the
business .anager with so.e co.prehension of the large
syste.atic factors influencing his operation in the world".
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Hirsch

(1971) also noted:

"Trade theories help to delineate the boundaries within which
individual fins operate and point to the degree of freedolD
which they possess and process selection".
Therefore,

a

better

understanding

of

these

theories,

their

contributions and limitations, are important for the purpose of this
research as a theoretical perspective.

A brief presentation of the

theories and limitations are given below:

2.1.1 '!he

Traditional Theory of International Trade

Traditional trade

theory

purports

to explain why

trade exists and the pattern of this

trade.

international

Their answer to this

question is based on the concept of economic advantage. The concept of
economic advantage holds that "countries tend to specialize in those
products

in

which

production" (Albaum
In

they

have

an

advantage,

namely

lower

cost

et a1. 1989).

other words, the traditional approach to the explanation of the

pattern of

trade begins

pattern of trade, depends

with the proposition that trade,

and the

on pre - differences in (relative) price.

The main question at this stage is why countries differ in their
economic advantage
determine

their

(cost or prices).
economic

advantages.

In other words,
The

what factors

explanation

has

been

suggested in terms of two different situations; (1) absolute advantage
and (2) comparative advantage.
The

absolute advantage was put forward by Smith in 1776 (Smith

1937), and states that a

country will export those commodities in

which it has an "absolute advantage". The explanation of this depends
on assuming:

(i) a

labour theory of value,

Le.,

the only cost of

production is the number of man - hours (mjh) required per unit of
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output multiplied by the wage rate (w), and (ii) that commodity price
are cost - determined.
According

to

economic

analysts,

Adam

Smith's

explanation

is

insufficient to explain the international differences in price or cost
(e.g., Bhagwati 1964 and Haberler 1961).
The comparative advantage was developed by the classical economist,
Ricardo

0817,

1951).

He theorized

that nations

engaged in

trade

because of "the special ability of a country to provide one product or
service relatively .ore cheaply than other products or services".

It

is not vital that a country holds an absolute advantage over other
countries.
Ricardo refined Smith's argUlllent by explaining why price should
vary between countries. Prices differ because countries producing the
commodities,

or

products

comparative cost

under

structure.

consideration

Therefore,

a

have

country

a

different

benefits if

it

produces more of the goods in which it is relatively more efficient
and exports

these

in

exchange for

those

in

which its

absolute

advantage is least. In other words, international trade is determined
by comparative rather than by absolute advantage.
However, Ricardo's explanation fails

to explain how the

actual

terms of trade are determined. As Young (1963) observed:
"In his illustration, Ricardo helped to explain the conditions
under which specialization and trade would be profitable
•• that is, why trade take place •• but he did not explain how
the actual ter.s of trade are deterained •• that is, why just
so .any yards of cloth trade for so .any bottles of wine".
Ricardo
comparative

explains

that

trade

cost.

However,

his

occurs

within

explanation

the
does

limits set
not

give

by
any

indication of how the actual rate of exchange rate (export volume)
will be determined and how the benefit from trade will be distributed.
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Another weakness of

Ricardo's

law of "comparative advantage" is

that it does not consider such aspects as tariff, transport costs,
different political ideologies, special interest groups and cultural
barriers. However, it is

useful to the extent that it helps predict

what products, or what amount will be entered into with international
trade (Kinsey 1988).
Despite

its

limitations,

comparative

widely accepted (Kreinin 1971).

advantage

Fayerweather (1969)

theory

remains

noted:

"The cowparative advantage, resources - distribution approach
has persisted to this day as the basic doctrine of the field".
2.1.2 The Factor Abundant Theory
While traditional theories argue that international trade occurs as
a result of differences in international production characteristics
and

factor

productivity,

due

to

domestic

differences

in

natural

advantage and acquired advantage, other economist analysts noted

that

these theories do not explain sufficiently the cause of differences in
comparative advantages (Hecksher 1919 and Ohlin 1933).
The factor abundant theory, however, offers an explanation for the
differences in comparative cost among trading partners (Hecksher

1919

and Ohlin 1933). According to this theory, international differences
in supply conditions explain much of the international trade. Supply
conditions including factor endowments, as well as productivities.
The underlying assumption in this theory is: trading partners (two
countries) have the same demand conditions, use the same technology,
use factors of production that are of uniform quality. This means,
therefore, the productivity or efficiency of a given resource unit is
similar for both trading countries.
lbe factor abundant theory argues that relative price levels differ
among countries, because they have a different relative
33

endowment

factor of

production,

and

different

commodities

require

that

the

factor inputs be used with differing intensities in their production
(A1baum et al., 1989).

In short, a country will export (import) those

commodities which are intensive in the use of its a abundance (scare)
factor.

In

the discussing of Heckscher - Ohlin's model, Ford (1965)

has noted that the basic model is constructed on rigid and very
unrealistic assumptions and he then

states:

"They are really contrary to what are observed around us, the
Ohlin Heckscer prellise of perfect co.petition, no differences
in the quality of factors, no product differentiation, lack of
increasing return to scale industries, fixed production
function are all unrealistic. Further.ore, in connection with
the function of these pre.ises, there is scarcely any
reference to the social econo.ic forces that are undoubtedly
of importance in shaping the pattern of trade, for example,
the desire for econo.ic progress and its effect on consumer
de.and and inco.e is left untouched in the basic theme.
Based upon

Ricardo's

model,

connection with other factors,
and he has come up

with the

he

further developed

a model

in

such as the social economic forces,

following conclusion:

"The basis of its trade is part of its original factor
endowaents, but a very i.portant part is played by the level
of develop.ent actually reached by each country."
Another deficit of the comparative advantage theory was introduced
by Kind1eberger (1973). He noted the assumption was that each country
has the same technological possibilities of producing a given product,
1. e., that the production functions are the same in both countries.

However,

it

was

found

that the

existence of

trade was

based on

technological differences between countries. A si Har argument was
also put forward by Linder-Burenstam (1961) in which he assumed that
differences
technological

of comparative advantages between nations are due to
factor

rather

than

those

explained by

Moreover, because the theory defines the factor endowment
(land, capital and labour), it has become
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Ricardo.
broadly

difficult to define which

of these factors is for the purpose of its explanation (Kindleberger
1973).
The

explanation

of

trade

-

flows

between different

countries

therefore, requires an elective view. Different export products and
exporting countries are subject to a variety of forces,

therefore,

different theoretical explanation of are required.

2.1.3

The Product Life Cycle Theory

International trade theories examine why countries trade, but this
is insufficient to explain why the production of goods and services
are transformed across national boundaries (Kinsey 1988). For various
reasons

such

as

rapid technological

advancement

and

the use

of

multinational corporations, the international theories (based on the
economic advantages of factor endowment) have failed

to explain the

international pattern of trade as they evolved starting in the 1960's.
The international

product life cycle theory developed by Vernon

(1969, 1971) and his associates-particularly Wells (1968, 1972) has
become

one

of

the

leading

explanations

of

international

trade

patterns. According to this theory, the process of movement in world
markets
exists as

can be explained in terms of trade cycle, that is, that trade
a result of life cycle.

The model of international trade life cycle has been developed

in

terms of four stages. The first stage starts when an innovator country
(the United States as described by Vernon) establishes a breakthrough
in the production of a manufactured item. This country initially has a
lack of

knowledge about this type of technology

and is typically a

high- income developed economy. At this stage, because of the relative
small market for the product (Le., the product is only common to a
few customers) and the high technological uncertainties (degree of
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risk) associated with its production and marketing, mass production is
not feasible.
In the second stage, as the product becomes recognized and accepted
7 in the domestic market, the innovator country may begin to export to
the nearest countries

(West Europe, Canada) which have almost similar

tastes and income characteristics. In the third stage, the innovator
manufacturer finds that during this stage of growth and expansion, its
market becomes large enough to support mass production operations and
can eliminate inefficient production methods, which means that
increasing

an

amount can be exported to foreign markets.

With the passage of time, the innovator manufacturer may find its
product

has

become

more

commonplace

and

the

costs

which

were

associated with its production and marketing, become sufficient to
expand his export operations to include other foreign markets (lessdeveloped
position

countries) •

Al though

the

innovator

country I s

market

may be protected by legal patents, this may break down after

a period of time . This is because knowledge tends to be widen in the
long term . The

foreign producer starts to

operations, In other words,

imitate the production

as time passes,

the innovator country

begins to lose it comparative edge and its export trade cycle begins
to face

a declining phase. The trade cycle is complete when the

production process becomes so standardized that it can be

easily

utilized by other countries . At this stage the innovator country may
finally become the importer of the product, as its market position is
lost due to

foreign competition.

The main assumptions underlying
cycle are:

the international

product

life

( 1 ) The flow of information across national borders is

restricted and that products undergo predictable characteristics in
the production and marketing character over
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a period of time and this

assumption is in contrast with the traditional theory

assumption, and

(2) The productive process is characterised by economics of scale,
that is, change over time, i.e., each country does not account for
fixed proportions of expectation for buyers at different income levels
given a set of international prices.
As

long as the information does not flow freely across national

boundaries, this leads to three important conclusions, according to
Wells (1972), which are as follows: (1) Innovation of a new product
and process, it is argued, is more likely to occur near a market where
there is a strong demand rather than in a country with little demand,
(2) A businessman is more likely to simply

risk capital for

the

production of the new product if the demand is likely to exist in his
home market than if he has to turn to a foreign market, and (3) A
producer located close to a market has lower costs in transferring
market knowledge into product design, than one located far from the
market.
Based on the product life cycle theory,
specific

industries

has

provided

a series of studies of

evidence

of

international

PLC

behaviour (e.g., Wells 1968, Hirsch 1971, and Ayal 1981). For example,
Ayal (1981) has attempted to test the applicability of PLC theory to
Israeli

export

specialised
However,

performance,

and

concluded

that

narrow

range

products is an important determinant of such success.
the product

life cycle has been attacked on several

accounts . According to Terpstra (1978) " the overall model suffers from
the

recurrent

difficulties of

life cycle models".

Thus,

not

all

products can be expected to follow the cyclical pattern of trade. For
example, some products which for a particular reason never get beyond
a specific stage, and other products may only have slightly increasing
return to scale, or the domestic market may never become large enough
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to justify establishing manufacturing capabilities. Others also argue
that trade tends to be made on the basis of product differentiation.
or specialization rather than on
Cannon (1980)

the basis of standardisation as

noted; " •• as markets become more sophisticated, there

is likely to be an increased adaptation of product rather than simple
adaptation".
Although

the

model

neglects

the

economic

differences

between

nations (i.e., the economic forces which govern each country), because
it

considers

the

United

States

as

a

focal

point

for

international trade activities. Furthermore, it provides

all

the

little help

to policy-makers and managers in developing countries such as Jordan.
For individual firms, the product life cycle theory only suggests a
certain product (i.e., high technological products) as a candidate for
export but it does not provide guidance as

to how the level

of

exporting may be improved.

2.1.4

Li.itations of the International Trade Theories

Having

reviewed

the

international

trade

theories

and

major

arguments toward the factors which govern the export behaviour at the
country level. the question remains to what extent are these theories
able to explain export

behaviour at the firms level.

It is contested here that international trade theories are unable
to provide us with sufficient explanations for the following reasons:
1. Their assU1llptions of trade are based on two main factors i the
relative factors of cost and demand. However,

both parameters are

insufficient to explain thoroughly the firm's export behaviour unless
they are monopolies (for more detail, see Hirsch 1971).
2. There are many other factors which also need to be taken into
consideration. These factors may have a major effect on the firm's
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export behaviour, i. e., the firm's internal factors. However, these
factors have been ignored in the explanation of international trade
(see for example, Cavusgil 1976, Axinn 1985, etc.).
3. The explanations of international trade theories give us little
insight into

the external

factors or the boundaries that firms are

assumed to operate within. For example,

the theory of comparative

advantage fails to address socio - political and economic factors (for
more detail, see Ford 1965).
4. Although

the product life cycle theory

was an attempt to use the

firm level as the unit of analysis, to date analysts' efforts have
only been confined to identifying technology and product variables
that are associated with export activity (Reid 1980).
5. Despite the explanatory power of

international trade theories as

tools for the promotion of export, they provide little help to po1icymakers and managers. The international trade theories do not provide
any guidance

as

to

the

conditions

under which

firms

should

be

encouraged to export.
Therefore.
countries

the

explanation

(export

behaviour)

of
is

the

pattern

required

to

of

trade

reach

between

beyond

the

identification of the macro - economic factors. There is a need to
investigate the

factors which govern the

pattern of trade at the

micro - level.
However. with respect to this study.
are useful

in two

ways:

1.

The

international trade theories

theory of comparative advantage

provides some theoretical support for the study of export behaviour at
the firm's level (e.g., Schlegelmilch 1983). It is used here in this
study's framework to represent one of the major constructs of the
firm's internal environmental dimension (see chapter 4). and 2. The
Product Life Cycle theory of trade. with its emphasis on domestic
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demand as

a stimulus

to

product development,

also

provides some

theoretical background into the impact of the domestic demand on the
firm's export behaviour, so that it is expected to be
reasons for initiating the firm's export process.
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one of the main

2.2

The Fin and Organisational Behavioural Theories
2.2.1

The Theory of the Firm

The theory of the firm as a subset of the macro economic field
tends to concentrate on the allocation of scarce resources and the
determination of

income

distribution

viewed in economic theory as

(McGuire

1964).

The

firm

is

a transformation unit (production unit),

taking inputs and altering these in some way to output. with the
limits of its activities set (functions) by specific market situations
and restrained by its goal profit maximisation (e.g., Strauess 1944,
Coase 1937 and
as a

McGuire 1964). In other words, the firm is looked upon

single unit,

or as a person dealing with the problems of

marketing, pricing and production.
The assumptions of

the classical theory of the firm however, have

been attacked on several

accounts.

One of

the major debates

is

concerned with the validity of the profit maximization as a single or
a basic

objective

(motive)

of

every firm.

Papandreou (1952), and Rothchild (1947)
pursuit

of

objectives

other

than

But Hoogstrat

argue that

profit

(1964)

firms may be in

maximisation.

It

is,

therefore, difficult to obtain a systematic prediction of the firm's
behaviour from the classical
security,

sufficient

achievement,

economic theory of the firm such as

liquidity,

maintenance

of

the

convenience
market

of

position,

the

management

restraining

of

competition, etc. (McGuire 1964, and Cyert & March 1963).
In approaching the conventional theory of the firm to establish
their conceptual behavioural model, Cyert and March (1963) write that:
"There is disagree.ent about the theory of the fiB in three
respects: (1) what the theory is (2) the extent to which the
theory is defective and (3) appropriate .ethods for i_proving
the theory".
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Several authors

have

argued that the classical theory of the firm

has failed to view the "firm" as an organisation, i. e., this theory is
confined to a few characteristics of organisation and there is nothing
about

complexity

(Cooper 1949.
argue

of

1951.

organisation.

conflict

and Papandreou

and

control

aspects

1952). Cyert and March

that the traditional theory has also

(1963)

failed to provide a model

that applies specifically to the decision - making process within the
firm. they state:
"Decision- .aking is treated rather vaguely in the traditional
theory of the fin. Most of the discussions of decision .aking are concerned with nonative prescribing of the steps
to be followed in choosing between alternatives".
They also note that the conventional economic theory of the firm
has

three major characteristics

particular set of decisions.

which are;

market supply and demand curves, and
in.

the

actual

it deals with a

i. e.. particular aspects of the firm,

(2) it uses aggregation as a tactic in

interest

(1)

attempting to specify total

(3) there is no attention to, or

process by which individual

firms

reach

decisions .

2.2.2
In

Organisational Behavioural Theories

comparison

to

the

conventional

theory

of

the

firm,

the

organisational theories emphasis on the study of the firm's internal
processes, i.e . , what goes on in an organisation. Despite the fact
that there has been much recent effort

to bring some kind of order to

the field, the study of the organisation is more widespread than the
study of the economic activity (Cyert and March 1963). There are three
major branches of organisation theory:
(1) The sociological aspect: This

centres

on

the

phenomena of

bureaucracy, for example conflict, organisation life cycle etc.
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(2) 'fhe social psychologist aspect: This is built primarily on an
experimental basis with the emphasis on "efficiency" and a major
focus

on the individual within the organisation as the relevant

unit of analysis, for example motivation, leadership style, etc.
(3) The ad.inistrative

aspect: This focuses on the problems of the

executive when dealing with an organisation.
However, existing organisation theory provides only a very partial
basis for looking at the theory of the fim.

The sociological and

social psychological approach have emphasized questions that are only
marginally relevant to either the objective of conventional theories
of the firm, or the objective of predicting individual firm behaviour.
However,

the

administrative

organisation theory
behaviour of

the

approach

is

the

only

branch

of

which contributes to the understanding of the
fim,

because it is mainly concerned with

the

internal process of decision making, i.e., how decision are made in
organisations and the impact of organisational position on individual
goals and perceptions (e.g., Bernard 1938).
Because of many problems and difficulties associated with the use
of conventional economic and organisation theories to predict

and

explain the fim behaviour, eyert and March proposed the behavioural
.odel of the firm, which states that the fim's economic behaviour can
be predicted and

explained as a result of interaction between the

internal operations of the individual fins and factors within the
fin's external enviroaent.
The behavioural theory of the fim which is
March (1963) states

that

proposed by eyert

&

it is possible to analyse the process of

the finn's decision - making in terns of the variables that have an
effect

on

organisational

goals,

and

the

variables

organisational expectations and organisational choice.
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that

effect

1. Organisational goals

are

recognized

in terms of two sets of

variables:

(a) The dimension of the goals, i.e., why things are

viewed

important

as

and

(b)

The

aspiration

level

on

any

particular goal dimension. It is viewed as a determinant of risk
taking behaviour, i.e.,

the value which the individual places on

the achievement of goals.
2. Organisational expectations

are

seen

as

inferences from available information,
individual

have that

particular

the result of drawing

i. e.,

actions

the belief which

on their part lead to

certain outcomes.
3. Organisational choice
experience

of

the

(alternative decision), they are: the past
organisation

and

the

past

record

of

organisation slack.
The behaviour theory of the firm is adopted here as a theoretical
basis for this study's framework (see Chapter 4), because it suggests
that the firm's business behaviour (e.g., export behaviour, the level
of exporting, etc.) is a function of the interaction of its internal
operation process and factors that
(1. e.,

firm's

exist in outside its boundary

external environment). Furthermore, variables relating to the
internal

environment,

such

as

managerial

aspirations

and

management's expectations are constructed in our study's conceptual
framework (for more details, see Chapter 4).
In the next sections,

the

internal and

external

environmental

dimension studies relating to the firm's export behaviour will be
discussed respectively.
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2.3

Export Behaviour Studies
In the

last

three

decades,

the

export behaviour of

the

firm

relating to the supply side of international trade theory has been a
topic of interest in international business research.

A

substantial

amount of research has been undertaken in an attempt to investigate
and to test the factors that determine the export behaviour at the
level

of

conceptual

the

individual
to

models

firm.
verify

Some

researchers

have

developed

the

export

behaviour

aspects.

Nevertheless, the majority of these studies have failed to give a
complete account

of

the

factors

behaviour, since they have

underlying

the

export

marketing

tended to focus largely on the firm's

internal characteristics, i.e., the firm's decision-makers' attitudes,
the

firm's

organisational

characteristics,

and

have given

little

attention to the effect of external factors, particularly government
procedures and regulations concerning export.
For the purpose of this study,

the content - analysis* of the

findings of export marketing behavioural studies is presented under
the following three major sections:
1. Studies relating to the firm's internal environment
2. Studies relating to the firm's external environment
3. Export modelling studies

* Separate evaluations of each study were not atte.pted because most
studies tended to be concerned with a narrow aspect of the pheno.enon
under investigation.
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2.3.1

Studies Relating to the Fir.'s Internal Envirou.ent

The content - analysis of this dimension is further divided and
discussed under the following
1.
2.

subsections:

The initiation of exporting
The Firm's management export orientation
2.1
2.2
2.3

2.4
2.5
2.3.1.1

Motivation for export marketing
Firm's management and export marketing
Perceived obstacles to export marketing
Export marketing mix decisions
Firm's demographic and decision - maker's
individual characteristics

The Initiation of Exporting

Studies concerned with the

initiation of

export activity have

tended to focus on the effect of internal and external stimuli.

A

review of these studies reveals that firms become involved in export
marketing operations because of internal stimuli, external stimuli, or
a combination of both. Cavusgil (1976) states:
"There see.s to be basically two types of sti.uli which lead
fir.s into exporting. initial participation begins either as
resul t of .anage.ent' s own interest. or the fir. "happens to
receive" an external inquiry. without actively soliciting
orders" •
The internal and external stimuli which are thought to initiate
exporting

are given in Table (2.1). Literature relating to the effect

of the external sti.uli, such as competitive pressure, unsolicited
order, government incentives,

and others have

yielded conflicting

findings.
Whereas

Tesar

manufacturing
performance of

(1975)

firms
the

in

in

his study of small

Wisconsin

co.peting fir.s

(USA)

and medium sized

reported

played an

that

important

export
role

in

inducing a firm to pursue its competitors by being involved in export
marketing activities,

Johnston

&

Czinkota (1983) and Rabino

(1980)

have reported that co.petitors pressure was not a frequent stimuli for
exporting.
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Simpson & Kujawa (1974) in their study of small and medi um s ized
manufacturing firms in the State of Tennessee found that the mos t
important stimuli to initiate the firm to export was an unsolicited
order from foreign customers. A similar result was also reported by
Beamsih and Munro (1986).

In contrast, Reid (1980) argued that the

role of unsolicited export orders in inducing a firm to export was too
simplistic, and could not stand alone as a sole explanatory facto r .
Additional

factors

such

as

adverse

home

market

conditions

and

fluctuating exchange rates must also be considered. This result was
also supported by Weaver & Pak (1990).
The importance of adverse ho.e .arket conditions as mentioned by
Reid was also confirmed by other studies (e.g., Bilkey (1978), Pavord

& Bogart (1975) and Wiedersheim - Paul et al. (1978». Pavord & Boga rt
(1975)

who were more specific, concluded that the primary drive which

initiated the

firm's management

to become

involved in

activity was related to its management beliefs

export i ng

that adverse home

market conditions will threaten the profitability and the eventua l
survival of the firm.
Sinai

(1970)

who

However, the opposite has been indicated by

found

a

relatively

strong inverse

relationship

between the perceived importance of participation in export trade to
the firm.

and

the

extent to which the

firm

felt

the

degree

of

saturation of the domestic market to be an important consideration in
reaching a

decision

on

whether to

enter,

or

expand its

export

operation in foreign markets.
Studies about the effect of goverTlJlent export incentives as a
reason for

initiating exporting also produced conflicting results.

While Rabino (1980) concluded that government incentive was one of the
major stimuli inducing small firms to become involved in exporting
activity.

however. this was not supported by Simpson & Kujawa (1974),
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Table (2.1)
Export Initiation Process Studies
Source of Initiation

I

Discussed By Author(s)

1. External Stiwuli
- Unsolicited order

Perkett 1963; Snavely et ale 1964;
Sinai 1970; Daniels & Goyburo 1976;
Simpson & Kujawa 1974 ; Pavord and
& Bogart 1975; Tesar 1975; Bilkey
& Tesar 1977; Wiedersheim-Pau1 et ale
1978; Bilkey 1978; Reid (1980, 1983);
Johnston & Czinkota 1982; Joynt 1982
Cavusgil 1984; Kaynak and Kothari
1984; Malekzadeh & Rabino 1986;
Beamish and Munro 1986; Sullivan &
Bauerschmidt 1990; Barker & Kaynak
1992; Weaver & Pak 1990.

- Saturated home market

Pavord & Bogart 1975; Bilkey 1978;
Wiedersheim - Paul et a1. 1978; Reid
1980; Kaynak et a1. 1987; Kaynak and
Kothari 1984.

- Competitive pressure

Tesar 1975; Rabino 1980; Joynt 1982
Kolhede 1984; Karafakioglu 1986;
Johnston & Czinkota 1982; Cavusgil
1982.

- Government incentives

McDougall & Stening 1975; Souza et a1
1983; Sullivan & Bauerschmidt (1988,
1990); Welch & Wiedersheim-Paul 1979;
Christensen et a1. 1987; Karafakiog1u
1986; Simpson & Kujawa 1974.

- Better opportunities
available in foreign
markets

Kaynak & Kothari 1984;
Wiedersheim-Paul et a1. 1978.

2. Internal Stiwuli
- Top management
orientation

- Manager assessment of
the firm's competitive
advantages

Tookey 1964; Pinney 1970; Cunningham
& Spigel 1971; Simpson 1973; Roux
1979; Wiedersheim-Paul et a1. 1978;
Khan 1978; Tesar 1977; Langston 1976;
Simmonds & Smith 1968; Holzuml1er &
Kasper 1990.
Cavusgil 1976; Khan 1978; Daniels and
Goyburo 1976; Kacker 1975; McGuinness
1976; Johnston and Czinkota 1982;
Kolhede 1984; Schlegelmilch 1983.
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Karafakioglu
their

(1986)

separate

government

and Sullivan

studies.

incentives

reinforcement to the

& Bauerschmidt

Christensen

work

more

et

as

a

company's decision

al.

(1988,

(1987)

secondary

1990)

found

in
that

stimulus,

or

rather than as a primar y

motivation for aggressive exporters.
In discussing the effect of the firm's internal sti.uli, studies
found

that a member of the firm's top .anage.ent (decision - makers)

who is interested in, and enthusiastic about exporting is the most
important factor. However, it is disputed

what factors determine the

interest of the top management. While Simpson (1973)

postulated that

management's diffused impression of the attractiveness of exporting as
an abstract ideal influence whether the firm's management takes the
initiative in exporting, Wiedershiem - Paul et al. (1978) argued that
i t is the degree

of the firm's international orientation that will

determine management initiative in pursuing
A study

by

Cunningham

& Spigel

exp~rting

(1971)

opportunities.

suggested

that

the

international orientation of the firm's management is determined by
the firm's management background and traditions, they state:
"The .otivation of dynamic exporting, lies rather, in the
recognition, that growth and long - ten i.prove.ent in
profitability are only achievable through the adoption of an
international .arketing outlook •• "
Similar

arguments

are

suggested

by

Perlmutter

(1969),

Pinney

(1968), Wiedersheim - Paul et al. (1978), and Simmonds & Smith (1968).
A study by Langston (1976) indicated that for United States firms
foreign attitudes of top management correlate with whether or not they
had studied a foreign

language at school, whether they had lived

abroad sufficiently long enough to have experienced cultural shock,
and whether that foreign experience was attractive. A study by Pinney
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(1971) showed that younger managers tend to be more internationally
minded than older ones.
Another determinant of management's drive in initiating exporting
is its confidence in the firw's co.petitive advantage as measured in
terms

of

the

management's

perception

of

whether

the

firm

has

technology, marketing, financial, or price advantage (e.g., Cavusgil
1976, Tesar 1975, Snavely

et al.

Schlegelmilch 1983, and Kolhede

1964, Johnston & Czinkota 1982,

1984), whether the firm possesses

exclusive information about a foreign market or customer, whether the
firm has a potential product, and whether the firm has an efficient
distribution network (e.g., Tesar 1975, and Cavusgil 1984).
Based upon the firm's management orientation, or outlook to export
marketing, and the type of stimuli needed for initiation in exporting,
Tesar (1975)

identified three main types of firms:

oriented fir.s,

i.e.,

firms

dependent

on the

(a) Regionally

local market,

prejudiced against exporting (b) Opportunist oriented fins,
these firms which are not actively
not forego opportunities

to export.

and
i.e.,

seeking export markets but will
These fims

are described as

passive exporters and, (c) Strategic oriented firws, these firms are
operated by managers interested in promoting the business and their
products. These managers are constantly looking for new opportunities
including

exporting

and

are

described

as

active

or

aggressive

exporters.
Having reviewed the major findings on the firm's
process (see Table 2.1),

the question arises as

export initiation
to which of

the

various stimuli is the most important for fims to become involved in
exporting?
countries

In response to such questions,

studies in developed

reveal that the firm's internal change - agents are the

most important stimuli initiating the
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firm's

export

process.

For

example,

Cavusgil

& Nevin

(1981)

in

their study

marketing behaviour of manufacturing firms
concluded that;

"the real

barriers

to

the

of

the

export

in the United States,
fiIll' s

involvement

in

exporting are internal rather than external to the fiIll". A similar
view was also confirmed in

Rabino's study (1980), in which he asked

the exporters whether they would increase their export involvement
without government assistance, he found that thirty six out of fo r ty
six surveyed firms have indicated that they did not need government
support. However, he states:
"The argUllent was that as long as a product is unique. price
is co.petitive. or highly acceptable on export .arket de.and,
it will increase anyway ••••• finally an observation was uade
that after investing such effort in deciding to initiate
exporting. the co_it.ent was fin regardless of govermaent
assistances".
The inference

was also supported by

Kolhede's study (1984). She

concluded that the top management's perceptions of government expo r t
programme assistances was insignificant upon the export orientation of
exporting and non -

exporting of small manufacturing firms in the

United States. However, it might be argued that the external stimuli,
particularly government assistances, are more likely to initiate the
firm's export process in developing countries, because it might be
difficult for firms in these countries to obtain foreign export orders
without government assistances.

The intervention of the government

here might be due to the lack of financial resources and know - how
which many manufacturing firms suffer from. As Kaynak (1982) notes :
".. s.all scale private traders and producers in LDS will
never be in a position to obtain by their own .eans sufficient
and accurate info~tion on conditions. This should be done by
govermaent".
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2.3.1.2

The Fira's Manage.ent Export Orientation

Export orientation has been defined by Abde1 - Malek (974) as "the
degree to which .anage.ent appears willing and feels able to mobilize
resources to initiate or expand the fira's involve.ent in the export
1Iarket".

Kolhede (1984) observed that changes to increase or decrease

the firm's export marketing basically depends on export orientation.
She stated "a positive export orientation will cause the .anager to
decide to increase his fira's export .arketing: a negative export
orientation will result in the fina's resistance to export expansion".
Therefore,

the

top

management's

attitudes

or

their

export

orientation is expected to have major influence on the level
exporting and export behaviour.
orientation is based on the

The degree

level

the

firm's

export

of management's perception or

attitudes toward environmental forces,
and their firms' capabilities and

of

of

export barriers, motivations,

comparative advantages.

The content - analysis of the findings of the management export
orientation studies are presented under the following subheadings:
1.
2.
3.
4.
5.

Motivation for export .arketing
Fin's Manage.ent and export marketing
Perceived obstacles to export marketing
Export .arketing .ix decisions
Fina's de.ographic and decision - .aker's individual
characteristics

2.3.1.2.1

Motivation For Export Marketing

Several studies have tackled the
exporting

simultaneously

Czinkota 1982).

(e.g.,

motivation and the initiation of
Schlegelmilch

1983,

Johnston

&

Bilkey (1978) has argued that even though they are

often related, i t is very useful to maintain a distinction between
them,

because some firms

external change -

agent,

have been pushed

into exporting

by an

or simply by taking advantage of export
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opportunities as they rise without evident objectives in mind, while
other firms were truly motivated and deliberately planned to become
involved in export marketing activities as

an alternative market

strategy.
The

literature

relating

to

the

motivation

factors

produced

conflicting findings (see Table 2.2) as discussed here. The role of
profit and its contributions to the firm as export motives are offered
by

several

studies.

Johnston

& Czinkota

(1982)

found

that

the

proactive motivation-profit advantage ranked first among all possible
motivation factors for exporting. Ogram (1982), Wiedershiem - Paul et
al.

(1978), Weaver

&

Pak (1990) and Barker and Kaynak (1992)

in

separate studies reported a similar result. Cavusgil & Nevin (1981),
Jatusripitak (984). Schlegelmilch (1983). and Bourantas
(1991)

found that management

&

Halikias

favourable expectations of. or

their

belief and value toward the contributions of exporting to their firms
are the most important motivators for their firms to consider export
marketing as an alternative business strategy.

However, Hirsch (1971)

in his study of 497 Danish. Dutch & Israel manufacturers could not
establish such a relationship between the firm's likelihood to export
and the export profit expectation. A similar result was also reported
by Axinn (1985. 1988).
Silkey

(1978)

hypothesized

that

the

differences between

these

findings could be explained by variations in the experience of firms
under investigation in respective of studies. He states:
"The percentage of sales exported by experienced fins tends
to vary according to the perceived profitability of exporting
but the initiation of experi.ental exporting seeas to relate
to non-profit considerations".
However, Bilkey (1982) later contradicts this hypothesis in findings
which

not

only

indicate

a

low
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correlation between the perceived

Table (2.2)
Motivations For Export Marketing
Motive

Variables

Discussed By Author(s)

- Contribution to a firm's
overall profit.

Sinai 1970; Simpson 1973; Hirsch 1971;
Alexandrides 1971; Cavusgi1 1976;
Rabino 1980; Johnston & Czinkota 1982
Kolhede 1984; Axinn (1985, 1988);
Weaver & Pak 1990; Barker & kaynak
1992; Kaynak 1992.

- Alleviation of a firm ' s
excess capacity.

Sinai 1970; Kaynak and Kothari 1984
Pavord and Bogart 1975; Bilkey and
Tesar 1977; Rabino 1980; Brooks &
Rosson 1982; Ogram 1982; Johnston &
Czinkota 1982; Kaynak 1992.

- Confidence in a firm's
competitive advantage(s).

Snavely et a1. 1964; Simmonds & Smith
1968; Cooper et a1 . 1970; Bilkey 1978
Brooks and Rosson 1982; Johnston &
Czinkota 1982; Reid 1983; Cavusgil
and Nevin 1981; Schlegelmilch 1983;
Ko1hede 1984; Karafakiog1u 1986.

- Managerial aspiration
for greater profit, sales
growth, stability.

Simmonds & Smith 1968; Hirsch & Lev
1971; Cavusgi1 1976; Hunt et a1.
1967; Bilkey 1978; Rabino 1980;
Czinkota & Johnston 1983; Ko1hede
1984; Cavusgil & Nevin 1981; Cavusgil
& Naor 1987; Schlegelmilch 1986;
Ursie & Czinkota 1983; Weaver & Pak
1990; Moon & Lee 1990; Karafakioglu &
Harcar 1990.

- To improve its market
position (prestige) .

Cooper et a1 . 1970; Sinai 1970;
Karafakioglu 1986; Rabino 1980.

- To offset adverse
home market conditions.

Hunt et a1. 1967; Cooper et al. 1970;
Sinai 1970; Reid 1982; Sullivan and
Bauersehmidt 1990.

- To avoid increased
competition in home
markets .

A1exandrides 1971; Sinai 1970;
Abde1-Malek 1978; Johnston & Czinkota
1982; Ko1hede 1984 .

- Management ' s belief
about the benefits
to be gained from
the foreign trade.

Langston 1976; Bilkey & Tesar 1977;
Roy & Simpson 1980; Reid 1980; Withey
1980; Bradley & Keogh 1981; Cavusgil
1984; Wiedersheim - Paul et a1. 1978·,
Ja~usripitak
1984; Kolhe~e 1984;
Axlnn (1985 1988); Sulllvan and
Bauerschmidt 1990 .
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Continue Table (2.2).
- Management's expectations
profitability and
riskiness.

Brasch 1981; Hirsch & Adar 1974
Simpson & Kujawa 1974; Bilkey 1978
Czinkota & Johnston 1983; Cavusgil
and Nevin 1981; Edmunds & Khoury
1986; Schlegelmilch 1986; Bourantas
& Halikias 1991.
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relative profitability of exporting and the percentage of total sales
exported (R 2 = .012)

but also a negative correlation between the

perceived profitability of exporting and export experience (Partial
correlation

= -

.361). The later result is remarkable in that at the

same time export experience correlates positively with the percentage
of sales exported (Partial correlation = +.416). This relationship can
either be rationalised in that experienced exporters perceive less
risk to exporting and are therefore, more willing to accept limited
profits in order to increase export sales, or that exporting is indeed
less profitable than new exporters tend to perceive.
In a

review

of

literature

related

to

the

firms

motives

for

exporting, Cavusgi1 (1976) notes:
"The studies fail to provide answers to two i.portant
questions, one is the relative iaportance of profit objectives
and growth objectives, and the second is whether the passive
exporter had any clear - cut objectives in the initial stage
of export involve.ent other than short run objectives".
Conflicting results were also produced about the effect of the
firm's excess production capacity as a reason for the firm to become
involved in exporting. Brooks & Rosson (1982) concluded that a major
motivation among Canadian manufacturing was the management's view that
exporting provides a means of reducing (alleviating) a firm's excess
production capacity. A similar finding was also put forward by Daniels

& Goyburo (1976),

Ogram (1982),

and Kaynak (1992) in their separate

studies. In contrast. the research subjects who participated in the
studies conducted by Rabino (1980) and Johnston & Czinkota (1982) did
not regard the utilization of excess production capacity as a major
reason for small firms to become involved in exporting. They concluded
that tax incentives were found to be a major drive for small firms to
become

involved

in

export

marketing

activities

alleviation of excess production capacity.
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rather

than

the

Rabino (1980)

and Abdel-Malek

(1974). in separate studies,

have

examined the notion that the firm's management are motivated to peruse
exporting by the prospect that

international marketing involvement

enhances a firm's reputation. Rabino (1980)

refers to this exporting

motivation as "Keeping up with the competition" and explains it as
follows:
"So.e industries are characterized by a high propensity to
export. Hence some manufacturers are forced to export and
waintain sowe level of exposure in international trade shows
because their dealers or customers expect them to develop an
international i.age".
However, no

support was found in studies conducted by Johnston &

Czinkota (1982) and Karafakioglu (1986).
The firms' desire for sales stability
factor for exporting.
of

is considered as a motive

Wiedersheim - Paul et al. (1978)

in

Australian exporting revealed that the desire for sales

a survey
stability

with growth was the most frequently mentioned reason for exporting.
They indicated that:
"
the avoidance of undue instability in its sales
perfonances is related back to a basic goal of the fira' s,
i.e. security and survival.
The more unpredictable the firm
perceives variations in its sales perfonance to be, the more
concerned it will be to find other sources of sales and
growth. In order to insulate it frow potential disturbances.
By raising the risk and uncertainty of present operations ,
instability reduces the perceived risk and uncertainty of
creating and warketing a new product, or selling internationally both of those fonts of diversifications provided an
insulating function ensuring that a fin while suffering a
loss in one market, is less likely to experience a loss in
all. Thus where the basic security of the fin is threatened
by warket fluctuations, a powerful reason for export lIIay be
developed".
A similar vein was also put forward by Hirsch (1971), Barker and
Kaynak (1992) and Rabino (1980). In this respect Rabino notes:
"The diversification and market product is particularly
important from a business strategy stand-point, involvement in
export warkets facilitating the introduction of the fint's
products in a number of warket, sowe of these products way be
in a strong position relative to competitors and others may be
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in a weak position. Thus. the fins performance does not
depend solely on one market and a few product lines but on the
relatively greater significance when these markets do not
confirm to the sa.e explicable values as that of the US
economy. Thus a down tum in the US economy could coincide
with repaid growth of so.e export markets. This growth can
effect the decline in sales in the domestic market".
Barker and Kaynak (1992) reported that search for sales stability
through market diversification was

found

to be one of

the most

important factors initiating exporters.
However. researchers of the product life cycle theory. Wells (1972)
and Vernon

&

Wells (1986) have argued that the international trade

pattern is more a result of a "four - phase cycle" rather than

a

result of firms seeking to diversify their markets. 1. e.. the firms
move into world markets as a result of a trade cycle. The main problem
of the Wells & Vernon approach, is that it regards the United States
as

the

originating

point of

all

export

marketing activities

as

discussed previously (see Section 2.1.3). Furthermore, their approach
does not

take

into consideration the variance between countries,

industries and firms.
Several studies.

in particular. Cawsgil (1976),

Cawsgil and Nevin (1981)

and Moon

&

Silkey (1978).

Lee (1990) have highlighted

.anagerial aspirations for profit. growth and .arket security as an
indication of the

extent of

the firm's

export involvement.

Their

findings suggested that the high aspiration for both profit and growth
are related to exporting whereas low aspiration is related to non exporting. Higher aspiration for market security and growth have also
been associated with non - exporting (e.g.. Cavusgil and Naor 1987;
Karafakioglu & Harcar 1990). Therefore, research suggests a positive
relationship between the desire for profit and the level exporting
while the desire

for stability may be expected

associated with the level exporting.
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to be negatively

2.3.1.2.2
The

Firm's Management and Export Marketing

following

studies

have

examined

management characteristics such as

the

effect

of

a

firm's

the quality of .anage.ent and
Doyle & Schommer

organisation structure on its export behaviour.

(1976) found a tendency for non - exporting firms to believe that some
one outside

the firm should be responsible for proving that exporting

would be successful

for

them.

Simpson

(1973)

in

a study of

50

exporting and 70 non - exporting firms supported the notion that the
quality of management was the main reason behind reluctance to export.
Bilkey and Tesar (1977) reported that the quality of management may
vary directly with whether or not a firm initiates exporting.
In differentiating between exporting and non - exporting firms,
Reith & Ryan (1981) reported that the exporting firm 's management felt
more confidence about handling export - related problems than did non
-

exporting firms.

Cavusgil

(1984),

Furthermore,
Layton

Cavusgil,

& Dunphy

Bilkey & Tesar

(1977),

Schlegelmilch

(1986),

(1970),

Christensen et ai. (1987), Malekzadeh (1982) and Bourantas & Halikias
(1991) have found that the management of exporting firms tended to be
more strategic planning oriented and have a higher commitment

to

control, and that they allocated resources more systematically

to

export activities relative to non - exporting firms.
Other

analysts

have

investigated

the

impact

of

management

assessment of the firm's co.petitive advantage for exporting upon the
firm's

level

of

involvement

in

exporting.

These

advantages

as

described by Cavusgil (1976) are derived from the nature of the firm's
product, market, technological orientation, research, and such things
as technically superior products and technological level (Table 2.3).
The

firm's

possession

of

such

advantages

will

willingness to become involved in export marketing.
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influence

its

Table (2.3)
The Fir.'s Coaparative Advantage(s)
Advantage(s)

Discussed By Authors(s)

- Product advantage
(specific design
feature; high
quality product
etc •• )

Khan 1978; McGuinness 1978; Bilkey
1978; Cunningham & Spigel 1971; Mayer
& Flynn 1973; Wiedersheim - Paul et al.
1978; Cavusgil 1976; Daniels & Goyburo
1976; Beamish and Munro 1987; Kirpalani
and Macintosh 1980; Kolhede 1984;
Schlegelmilch 1986; Cavusgil & Naor
1987; Sriram et al. 1989; Louter et al.
1991; Da Rocha et al. 1990; Moon & Lee
1990; Bourantas & Halikias 1991.

- Level of technology

Hirsch 1971; Cavusgil 1976; McGuinness
1978; Reid 1983; Daniels and Goyburo
1976; Bilkey & Tesar 1977; Czinkota &
Johnston 1981; Axinn 1985; Burton &
Schlegelmilch 1987; Ogram 1982;
Schlegelmilch 1986; Snavely et al.
1964; Cooper and Kleinschmidt 1985.

- Distribution advantage

Tookey 1964; Cunningham and Spigel
1971; McDougall & Stening 1975;
Philpot 1975; Kizilbash and Maile 1977;
Kleinschmidt 1982; Cavusgil and Naor
1987; Schlegelmilch 1986; Louter et al.
1991.

- Competitive price

Tesar 1977; Kirpalani and Macintosh
1980; Cavusgil & Naor 1987.

- Proximity to the
foreign market

Welch & Wiedersheim - Paul 1978; Tesar
1977; Bi1key 1978; Schlegelmilch 1983;
Sullivan & Bauerschmidt 1990; Barker
& Kaynak 1992 .

- Market area
(geographic scope)

Wiedersheim-Paul et al.; 1978; Snavely
et al . 1964; Schlegelmilch 1983; BETRO
1977; Diamantopoulos and Inglis 1988;
Johanson & Vahlne 1977; Axinn 1988.

- Sales volume

Tesar 1977; Cavusgil 1976; Ko1hede 1984
Kleinschmidt 1982.

- Excess capacity

Cunningham & Spigel 1971; Simpson &
kujawa 1974; Daniels & Goyburo 1976;
Wiedersheim-Pau1 et al. 1978.

- Financial advantage

Abdel-Malek 1978; Bi1key & Tesar 1977Cavusgil & Naor 1987; Malekzadeh and'
Nahavandi 1985; Cavusgil & Nevin 1981-,
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Table (2.4)
Manage.ent & Organisational Structure Characteristics
Discussed By Authors(s)

Characteristics
- Quality of management

Doyle & Schommer 1976; Simpson 1973
Bilkey & Tesar 1977; Reith & Ryan
1981; Brooks & Rosson 1982.

- Management capability

Tesar (1975, 1977); Kolhede 1984;
Simpson & Kujawa 1974;
Schlegelmilch 1983.

- Level of management

Daniels & Goyburo

- Delegation of
responsibility

Christensen et al. 1987; Snavely et
al. 1964; Layton & Dunphy 1970;
Schlegelmilch 1983; Daniels and
Goyburo 1976.

- Planning & control

Meidan 1974; Walters 1985; Daniels
and Goyburo 1976; Layton and
Dunphy 1970; Fenwick & Amine 1979
Malekzadeh 1982; Schlegelmilch 1983
Tesar & Terleton 1982; Snavely et
al. 1964; Christensen et al. 1987;
Walters & Samiee 1990; Bourantas &
Halikias 1991.
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1976.

Bilkey

Tesar (1977) found that management's perceptions of the

&

firm's competitive advantages playa major role in the exploration of
exporting. However,

export

studies produce conflicting results

in

respect of the many sources of the firm's comparative advantages. For
example,

findings

the

with regard to the technological level as

source of the firm's comparative advantages have been mixed. While
several studies showed a positive relationship between the level of
technology

and

the

firm's

propensity

to

export

(Cavusgil

1976,

Cavusgil & Nevin 1981, Czinkota & Johnston 1981, Reid 1987, Bilkey &
Daniels & Goyburo 1976), others

Tesar 1977, Schlegelmilch 1983, and

have not established any relationship (Axinn 1985, 1988 and Cavusgil &
Naor 1987).
Tesar (1975), Kolhede (1984) and Bilkey & Tesar (1977) in separate
studies found that the .anage.ent's perception of the fir.'s export
capability and the risk involved in exporting may effect the level to
which the firm is willing to get involved in exporting activities.
While the

firm may tend to become involved for the reasons of market

stability, the indications are that there is an element of risk-taking
which is likely to determine the firm's export marketing propensity.
Roux (1979)

established a

link between the manager international

orientation and risk. In addition, from a survey of managers in 120
manufacturing firms,

Simpson

&

Kujawa (1974) concluded that

firms

which developed into exporters were less fearful of the risk involved
in

doing

so

than

the

firms

which

did

not

become

exporters.

Furthermore, portfolio theory suggest that an exporting firm probably
faces less total market risk than a non - exporting firm, because of
its market diversification (Hirsch

&

Lev 1971). Hirsch (1971) in a

study of Danish, Dutch and Israel firms concluded that foreign entry
is more hazardous than domestic selling. Tesar (1975) found that the
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"light exporters" in his sample perceived more risk from expo r ting
than "heavy exporters".
In contradiction to the above findings, Brooks & Rosson (1982) in
their study of Canadian manufacturers concluded that the exporte rs
(managers)

do not

perceive

their quality of .anage.ent as being

significantly stronger than non - exporters (managers). Silkey (1978)
has attributed the contradictory results of these studies to

the

measurements

are

which

have

highlighted as follows:
way

in

which

firms

research and sales
(1963)

been

used

for

this

purpose

which

(1) In the peer evaluation of the efficient
best

perform

product

planning,

administration function.

advertisi ng,

For example,

Perkett

in his study of British Columbia manufacturing firms found

that exporting firms tended to be evaluated more highly than nonexporting firms,

(2) The evaluation of the quality of management as

rated by their own management; for example, Doyle

&

Schommer (1976)

reported that exporters tended to evaluate their management as mo r e
aggressive than did the non - exporters (3) Comparing managers (a )
attitude and activities, & (b) the firm ' s function and organisationa l
structure with accepted good management practice (e.g . , Tookey 1964,
Cunningham & Spigel 1971, Wiedersheim-Paul et ai. 1978, Tesar 1975 ,
and Silkey & Tesar 1977) .
With regard to the firm ' s organisational structure

characteristics,

(see Table 2.4) several researchers have found that exporting firms
relative to non - exporting

firms

are

more

likely to delegate more

responsibility (Christensen et ai. 1987, Schlegelmilch 1983, Daniels
and Goyburo 1976,

Snavely et al. 1964, and Layton

&

Dunphy 1970),

having a higher commitment to planning and control (Malekzedeh 1982 ,
Schlegelmilch 1983, Cavusgil 1976 and Seamish

&

Munro 1986,

1987),

have a wider geographic scope (Wiedersheim-Paul et al. 1978, Snavely
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et al. 1964 and Axinn 1988), are more likely to have more than one
plant (Snavely et al. 1964),

have a higher utilization of production

capacity (Ogram 1982). and are more likely to have a formal quality
control (Da Rocha et al. 1990).
Danie Is

&

Goyburo (1976) found that the a.ount of organisational

control is significantly higher and more decentralised in exporting
firms than non - exporting firms. Meidan (1979) suggests that the form
of control must be suitable for export market and

depends largely on

the organisational structure of the firm. However, Tesar
(1982)

&

Terleton

found that even companies classified as aggressive exporters

tended not to plan their exporting activity. Therefore, Reid (1982)
stresses that the function specialisation does not correlate with
export behaviour.
2.3.1.2.3

Perceived Obstacles to Export Marketing

Researchers have

attempted

to

identify various obstacles which

inhibit exporting by manufacturing firms, the rationale being that a
government could stimulate

exporting by

removing

these

barriers.

Several studies have tended to compare between exporters and non exporters with regard to their managers I perceptions of the various
obstacles to exporting. However, only some of researchers have tried
to answer the question whether such perceptions would influence the
firm's level of exporting (e.g., Weekly & Bardi (1975), Axinn (1985,
1988) and Burton & Schlegelmilch (1987».
The results are conflicting, while some studies have found that non
- exporting firms perceived significantly more serious obstacles than
exporting firms (Bilkey 1970, Simpson 1973, Alexandrides 1971, Rao &
Weinrauch 1974, Tesar 1975, Bilkey & Tesar 1977, Schlegelmilch 1983 ,
Kolhede 1984, Sharkey et al. 1989, Keng & Jiuan 1989, Tseng & Yu 1991
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Table (2.5)
Barriers to Export Marketing
Types of Barriers

Discussed by Author(s)

- Lack of foreign market
information & / or a lack
of knowledge about
foreign markets

Sinai 1970; Groke & Kreidle 1967;
Pinney 1971; Alexandrides 1971;
Weekly & Bardi 1975; Pavord & Bogart
1975; Weinrauch 1973; Tesar 1975;
Cavusgil 1976; Ogram 1982; Perkett
1963; Rabino 1980; Brooks & Rosson
1982; Axinn 1988; Yang 1988; Kaynak
1992; Weaver & Pak 1990; Korth 1991;
Tseng & Yu 1991; Verhoeven 1988;
Samiee & Walters 1990a; Yang et al.
1992; Bell et a1. 1992; Keng & Jiuan
1989.

- Communication

Pinney 1968; Perkett 1963; Rabino
1980; Czinkota & Johnston 1983;
Weekly & Bardi 1975; Tesar 1975;
Pavord & Bogart 1975.

- Credit & collection

Alexandrides 1971; Groke & Kreidle
1967; Ogram 1982; Rabino 1980;
Tesar & Tarleton 1982; Kaynak &
Kothari 1984; Axinn 1988; Bilkey
1978; Kolhede 1984.

- Documentation

Perkett 1963; Weekly & Bardi 1975;
Bilkey & Tesar 1977; Daniels and
Goyburo 1976; Czinkota & Johnston
1983; Edmunds & Khoury 1986; Pavord
& Bogart 1975; Groke & kreidle 1967;
Barrett & Wilkinson 1986; Brooks &
Rosson 1982; Bauershmidt et a1. 1985
Alexandrides 1971; Axinn 1985, 1988;
Yang et a1. 1992; Huu-Phuong & SooJiuan 1989; Samiee & Walters 1990a;
Verhoeven 1988.

- Lack of personal skills
(Know -how)

Alexandrides 1971; Weinrauch 1973;
Weekly & Bardi 1975; Pavord & Bogart
1975; Groke & Kredile, 1967; Cheong
& Chong 1986; Christensen et a1.
1987; Karafakioglu 1986; Pinney 1968
Barrett & Wilkinson 1986; Barker &
Kaynak 1992; Weaver & Pak 1990;
Dicht1 et a1. 1990; Tseng & Yu 1991',
Korth 1991; Bell et al. 1992; Keng
& Jiuan 1989.
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Continue Table (2.5)
- Cost & availability of
of transport

Pinney

1968;

Perkett

1963; Groke

& Kreidle 1967; McDougall & Stening
1975; Kaynak & Kothari 1984, Weekly
& Bardi 1975; Yang et ai. 1992,
Barker & Kaynak 1992, Kaynak 1992;
Gripsrud 1990; Verhoeven 1988;
Samiee & Walters 1990a; Huu-Phuong
& Soo-Jiuan 1989.

- Low product quality,
high production cost
& unmarketable product

Tesar 1975; Karafakioglu 1986;
Chreitensen et ai. 1987; Daniels &
Goyburo 1976; Keng & Jiuan 1989.

- Government restriction
& regulations

Bilkey 1978; Ogram 1982; Rabino
1980; Alexandrides 1971; Groke and
Kreidle 1967; Pavord & Bogart 1975
Weekly & Bardi 1975; Kolhede 1984;
Kaynak & Kothari 1984; Weaver & Pak
1990; Huu-Phuong & Soo-Jiuan 1989;
Kaynak 1992; Sullivan & Bauerschmidt
1989.

- Lack of finance for
exporting & export
incentives

Bilkey 1978; Silkey & Tesar 1977;
Ogram 1982; Rabino 1980; Yaprak
1985; Alexandrides 1971; Kedia and
Chhokar 1985; Axinn 1985: Groke and
Kredile 1967; Barker & kaynak 1992
Sullivan & Bauerschmidt 1989; Hook &
Czinkota 1989; Samiee & Walters
1990a; Korth 1991; Keng & Jiuan 1989
Kathawala et ai. 1989.

- Foreign competition
& Foreign trade
restrictions

Rabino 1980; Alexandrides 1971;
Dichtl et ai. 1984; Ogram 1982;
Groke and kredile 1967; Kedia and
Chhokar 1985; Kolhede 1984; Kaynak &
Kothari 1984; Hook & Czinkota 1989;
Sullivan and Bauerschmidt 1989;
Weaver & Pak 1990.

- Marketing problems
1. Maintaining control
Weekly and Bardi 1975; Czinkota and
over middleman
Johnston 1983; Kedia & Chhokar 1985;
Pavord & Bogart 1975; Ogram 1982;
2. Identification of
Weinrauch & Rao 1974; Keng & Jiuan
potential markets
3. Packaging adaptation
1989; Hook & Czinkota (1988, 1989);
4. Difficulty in meeting
Kathawala et ai. 1989; Howard and
Borgia 1990.
product specification
5. Export transaction
6. Promoting products overseas
7. Provision of follow up services
8. Pricing for foreign markets
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Barker & Kaynak

and

1992),

others

found

either

no

significant

relationship, or an inverse relationship that non-exporters perceived
fewer obstacles than did exporting firms (Doyle

&

Schommer 1976 and

Bilkey 1978). Kolhede (1984), in her study of export orientation of
small

manufacturing

exporters'

firms

assessment

of

in

the

the

insignificant determinants of

United

obstacles

States,

related

their degree of

reported

to

that

exporting

are

export orientation.

Kolhede notes:
"It appears that although the non - exporter .ight cite the
various obstacles surveyed in research as justifiable reasons
for his refusal to export. Such reasons could be offered
.erely as rationalization or excuse and not truly underlies
his negative export orientation".
Bilkey (1978) concluded that these seemingly contradictory findings
can be explained by differences in the export development of the firms
in the various studies. Furthermore, non -

exporters (which Bilkey

defined as firms in export stage one or two, see section 2.3.3)

have

no basis for knowing their barriers to exporting, and they, therefore,
tend to list fewer obstacles to exporting than do exporting firms,
whereas it could be different to those firms which have explored the
feasibility of exporting (those firms in stage three).
This suggests that the means of overcoming such obstacles, from a
policy viewpoint, will need to vary according to a firm's level of
exporting experience. Bilkey (1978) then concluded that the government
promotion programme which aims to remove these obstacles should be
directed at

the

experienced

exporter. However,

the

problems.

same

stage

Other

rather

it can be argued that

insufficient, because
at

exporter

than at

the non

Bilkey' s explanation is

it does not necessarily follow that two firms
of

factors

export
such

development
as

management

resources, marketing orientation should also be
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will

perceive

skills,
included.

similar

organisation

Howard

&

Borgia (1990),

Samiee

&

Walters ( 1990a) and Barker

&

Kaynak (1992) indicated that there are some significant differences in
the pattern of problems encountered by small and large firms. Barker
and Kaynak (1992)

reported that the

lack of trained personnel for

export operation was a more critical problem for firms with less than
ten employees while it was not perceived as an impediment by those
respondents who had more than fifty employees. Samiee

&

Walters's

study (l990a) revealed that while larger firms are more concerned with
foreign

market

information,

the

small

firms

operational problem such as export finance.

focus

is

more

on

However, Verhoeven (1988)

reported that the most serious problem encountered by small-medium
sized enterprises in Netherlands was

the lack of knowledge

about

foreign markets.
Within the various classes of barriers (Table 2.5), it was found
that

the

most

important

problems

inhibiting

firms

in

developed

countries are price intensive competition in foreign markets, and a
lack of knowledge about foreign market opportunities. In a comparative
analysis of the

export problems encountered by Japanese

manufacturing firms,
competition,

pricing,

Dichtl

al.

et

and personal

(1986)

concluded that

expertise

important export problems in both nations. Also

ranked

as

German

&

foreign

the

most

Alexandrides (1971),

in his study of the Georgia firms in the United States, concluded that
foreign competition was

significantly the

most

important

problem

encountered by these firms, while government restriction was found to
be insignificant in inhibiting

exporting. A similar result was also

reported by Sullivan and Bauerschmidt (1989).
Furthermore,

Korth (1991)

reported that a lack of knowledge of

foreign opportunities was considered one of the major reasons for the
reluctance of American firms to enter international markets. Hook
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&

Czinkota (1988, 1989) also indicated that the difficulty of locating
foreign markets was perceived as the most important problem by the
current and potential exporters of Hawaiian firms.
Therefore,

it can be concluded that such problems are mainly

related to the firm's internal environmental characteristics (e.g.,
the comparative advantage) rather than to its external environmental
forces. Although these problems cannot
influenced manufacturing
countries,

it

can,

firms,

however,

be

underestimated

to have

which are operating in developing

be

argued that

the

firm's

external

barriers are expected to be highly rated by the decision-maker, i.e.,
problems such as government restrictions, inadequate infrastructure,
and poor transportation are expected to be the 'IIIost ranked problems
perceived by Jordanian firms .

2.3.1.2.4

Export Marketing Mix Decisions

There is a conspicuous lack of research studies examining

the

export marketing mix decisions within the context of the firm's export
behaviour. Although a few studies have been undertaken to investigate
the association between the firm's export behaviour and their export
marketing decisions (elements), they have shown relatively definitive
findings.
Functional or marketing advantages have been found to differentiate
between export prone and non - export prone firms. For example, Layton
and

Dunphy

(1970)

found

that

exporting

firms

are

more

likely

promotion awareness, use lower price premiums and consider after sales
more important than
by

Schlegelmilch

non - exporting firms. In a similar vein reported
(1983),

it

was

found

that

exporters

are

more

confident in their marketing skills than non - exporters and they also
perceive themselves as employing marketing techniques more frequently.

69

Kaynak and Kothari in their study (1984) found that managing of the
marketing mix is a major determinant in the firm's commitment for
international marketing.
Therefore, the degree of the firm's needs to adapt or manage its
marketing mix strategies to foreign market requirements is expected to
have influenced the firm's probability to export. However, Ko1hede
(1984) reported that the

degree of management willingness to modify

export marketing elements has a negative association with the export
orientation of smaller (exporting and non - exporting) manufacturing
firms in the United States.
The

findings

related

to

export

marketing

mix

decisions

are

discussed below:
(1) Product Policy
Product policy is commonly considered to be the most vital element
of

marketing mix decisions, regardless of whether the firms operate

in the domestic market, or are involved in foreign markets operations.
In this respect Terpstra (1978) notes:
"International product policy is the cornerstone around which
all other international .arketing activities .ust be designed".
The most important decisions concerning the product policy is whether,
and to what extent products should be modified (adapted)

to meet

foreign consumer requirements.

foreign

market is very important

The product design for the

in winning export business, as Thomas (1969)

notes:
"The key success in product planning is to adapt the product
line to the tastes and econo.ic characteristics of a particular
foreign .arket."
The following studies produce conflicting findings with regard to
product adaptation policies. Studies by Weinrauch (1973) and Sinai
(1970)

reported

that

the

physical
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product

modification

was

not

Table (2.6)
Export Marketing Mix Studies
Discussed by Author(s)
- Product policies
(adaptation vs.
standardization)

Weinrauch & Rao 1974; Mayer & Flynn
1973; Meidan 1974; Schelgelmilch
1983; Cavusgil 1984; Christensen et
al. 1987; Edmunds & Khoury 1986; Khan
1975; Cooper & Kleinschmidt 1985;
Diamantopou1os and Inglis 1988;
Sullivan & Baurschmidt 1990; Buatsi
1986; Seifert and Ford 1989; OrtizBuonafina 1990; Walters & Samiee 1990
Samiee & Walters 1990a; Koh 1991.

- Distribution policies
(distribution channel)

Meidan 1974; Khan, 1975; Cavusgil
1976; Pinney 1970; Brady & Bearden
1979; Seely & Iglarsh 1981; Rosson &
Ford 1980; Kirpalani & Macintosh
1980; Hunt et al. 1967; O'Rourke
1985; Diamantopoulos & Inglis 1988;
Madsen 1989; Fenwick & Amine 1979.

- Promotion policies

Tookey 1964; Weinrauch & Rao, 1974
Meidan 1974; McFarlane 1978; Garnier
1982; Cavusgil 1983; Brasch 1978;
Kirpalani & Macintosh 1980;
Schlegelmilch 1983.

- Prices policies

Muir 1977; McDougall & Stening 1975;
Pircey 1983; Beamish & Munro 1987;
Khan 1975; Cavusgil 1983; Meidan 1974
Schlegemlich 1983; Malekzadeh 1982;
Christensen et al. 1987; Seifert &
Ford 1989; Buatsi 1986; Samules et
ale 1992; Koh 1991.

- Other marketing functions
1. Export market
research

Meidan 1974; McDougall & Stening 1975
Khan 1978; Tookey 1964; Philpot 1975;
Schlegelmilch 1986; Madsen 1989.

2. Use of external
information

Daniels & Goyburo 1976; Mayer and
Flynn 1973; Philpot 1975; Reid 1983;
Cavusgi! 1983.

3. Export marketing dep.

Hunt et al. 1968; Hirsch 1971;
Meidan 1974; Philpot 1975; Fenwick
& Amine 1979; McDougall & Stening
1975; Bourantas & Halikias 1991.
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regarded as significantly important among the sample they examined.
Christensen et ai. (1987) also reported that successful exporting was
more likely to be the manufacture of standard products (products that
were sold in the

domestic market, not designed and manufactured only

to fill foreign customer specification). Seifert and Ford I s

study

(1989) indicated that neither the size of the firm nor its experience
in exporting would influence its product policies. He concluded that
firms do not believe that product modifications are necessary. Koh's
(1991) study revealed a similar result.
However,

Meidan

(1974)

marketing oriented tend

concluded

that

to specialize

firms

which are

their products

export

for certain

overseas markets. Cooper and Kleinschmidt (1985) & Walters and Samiee
(1990) in separate studies found that adapting products for specific
markets was

correlated

with

a high

growth of

export sales

and

profitability. Samiee & Walters (1990a) reported that the differences
between regular exporters and sporadic exporters are more likely to be
due

to

the

suitability

and

adaptation

ability

of

products

for

international market and export marketing programmes. A similar result
was reported by Ortiz-Buonafina (1990). His study indicated that the
larger the firm is,

the higher likelihood that the firm would be

engaged in product and market adaptation policies.
These contradictory results can be attributed to many factors, such
as: (1) either that export operations are insignificant to these firms
under investigation,

as their aim might be only to dispose of surplus

products which are not sold in the domestic market, or (2) it might
relate to the type of the firms in the countries under investigation
(i.e . , the nature of
require

a

somewhat

their products), because industrial
different

product

consumer products.
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policy

in

products

comparison

with

(2)

Pricing Policy

Export policy plays an important role in connection with other
elements

of

marketing. In

discussing

the

pricing

methods used by

exporting firms Cavusgil (1976) notes:
"Export prices see. to be detenined largely by cost
consideration rather than de.and analysis. Most fins build
up the final price via works direct cost and overhead and
profit .argin".
In a somewhat different statement to Cavusgil's, Khan (1978) found
that although 35% of the firms base their prices on cost, a higher
percentage, i.e.,

45%

price their products as high as the market can

tolerate .
The decision of adapting pricing policies to foreign markets is
very likely to effect the firm's export involvement. However, studies
in this respect produced contradictory results. Weinrauch & Rao (1974)
in their study of Arkansas

(USA)

export manufacturing firms,

to

determine the extent to which marketing variables would have to be
modified

for

exporting,

found

that

pricing

and

credit

policies

required the least modification in exporting. Samules et al . ( 1992)
reported that smaller firms are not willing
pricing

policies.

Seifert

& Ford's study

to alter their export
(1989)

revealed

that

exporters appear to use standardised pricing (i.e., the export prices
were the same as the domestic prices).
However, Schlegelmilch (1983) in discriminating between exporting
and non - exporting firms with regard to the pricing policies such as
differentiation prices, reported that exporters are more inclined to
differentiate the price by region than non - exporters. Kirpalani
Macintosh

(1980)

in their study also

concluded that

&

pricing was

significantly associated with the firm's export performance. A similar
result was also reported by Koh (1991).
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(3)

Pro.otion Policies

Traditionally, promotion policy is divided into advertising, sales
promotion, and public relations.

With regard to these methods and

their degree of importance in export marketing,
revealed

mixed findings as we discuss below.

the export studies
While Brasch

(1981)

confirmed the hypothesis that more profitable firms are more prone to
show an interest in international trade shows

(this statement has to

be treated carefully as it is based on a very small database, and
reflect the view of the firms rather than factual statements on their
profitably). Cavusgil (1984) and Weinrauch & Rao (1974) in separate
studies found that promotion was not at all important. In this respect
Cavusgil states:
"pro.otion appears to be the least significant ele.ent of the
.arketing .ix a.ong the fins surveyed"
The justification for this statement was provided by
(1970) in which he found

Sinai's study

that a large proportion of firms surveyed

leave promotion to their agent, it is conceivable that firms which
indirectly export underestimate the impact of promotion. The influence
of

advertising

on

the

export

ratio

is

hardly

discussed

in

the

literature; one little contribution stems from NEDO (1977) that "an
expected association between export sales and the advertising budget
allocation to the export .arket is strongly confined", a similar vein
was also put forward by Schlegelmilch (1986), in which he reported
that exporters perceive advertising techniques to be more important
than non - exporters and assessed that successful exporters are more
used

to

staff

promotion

and

exporters.
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trade

fairs

than

less

successful

(4) Distribution Policies
Although there is a consensus in the literature with regard to the
importance of distribution policy, the findings of the value of it's
specific distribution policy are

conflicting.

However,

it

is not

surprising, since the selection of distribution policy is determined
for the finn by a number of factors,

such as nature of product,

resources availability, experiences of the finn, scope and complexity
of distribution functions. availability of inadequate distributors in
foreign markets. etc. Therefore, no distribution system can be right
or wrong.

because it

always has

to be

related

to

the specific

situation of a firm.
In the selection of

the distribution policy and its impact on the

level of exporting, Pinney (1971) observed that the use of a direct
distribution method seems to become more desirable with an increase in
foreign trade involvement. In this respect Cavusgil (1976) notes:
"When foreign sales account for only a .arginal proportion of
the fina's total business~ fir.s tend to use
an indirect
.ethod of distribution. once the volu.e of export sales reach
a certain level, and the foreign market beco.es .ore
i.portant~ the use of direct distribution beco.es increasingly
desirable".
The BETRO'S

report

(BETRO 1977) points out that

in the

firms

surveyed, direct selling was significantly associated with the higher
export ratio. Meidan (1974)

observed

that the most effective channel

of distribution marketing oriented firms is selling directly through
the overseas i.porter, while the export oriented firms consider the
most

effective channel of distribution

to be selling through

an

exclusive agent. Koh's (1991) study suggested that exporting directly
to the final end-users is the most profitable channel for industrial
goods. However, Tookey (1964)
did not

restrict

themselves

highlighted the point that most firms
to one market for selling. A little
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support

was

provided

by

Cavusgil

and

Naor

(1987)

to

Tookey's

statement. However, Kirpa1ani and Macintosh (1980) and Madsen (1989)
in separate studies concluded that

distribution did not have

any

significant relationship with sales volume.
It can be concluded that the degree to which the firm needs to

adapt or the willingness of commitment to its
to

foreign

market

environment

influenced its level of

exporting.

conditions

marketing mix policies
is

expected

to

have

In developing countries it can be

assumed that the higher the degree that the firm needs to adapt its
business operations (i.e., marketing mix policies) to meet the foreign
market conditions. the lower its level of exporting will be. It might
be that

firms

in developing countries

tend to be less marketing

orientated than firms in developed countries. As Cateora & Hess (1987)
noted: "Marketing orientation is neglected in developing countries".
Also. Kaynak (1982) states:
"in the prevailing at.osphere of staff international co.petition, it is extre.e1y difficult for a developing country to
secure an overseas order unless it .akes a planned and
syste.atic effort in the direction of product adaptation. No
developing country can think of pursuing a policy of product
expansion as that done by so.e .u1tinationa1 corporations".
2.3.1.2.5

Fir.'s Demographic and Decision
Individual Characteristics.

-

Maker's

Several studies have investigated the effect of the managers and
the firm's demographic characteristics upon export behaviour and the
level of exporting. The findings of these studies are discussed below:
(1)

Decision - Maker's Profile and Export Marketing

There is a broad agreement in the literature on export behaviour that
the decision - makers' attitudes and characteristics are critical not
only with regard to export initiation, but also significantly to the
level

of

exporting

(e.g.,

Cavusgi1 1976 and Schlegelmilch 1983).
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Table (2.7)
The Decision - Maker's Characteristics
Discussed By Author(s)

Characteristics
- Level of education

Layton & Dunphy 1970; Mayer & Flynn
1973; Daniels & Goyburo 1976; Reith &
Ryan 1981; McConnell 1979; Simpson &
Kujawa 1974; Cavusgil and Naor 1987;
Schlegelmilch 1983; Axinn 1985; Dichtl
et a1. 1984; Holzmuller & Kasper 1990;
Moon & Lee 1990; Keng & Jiuan 1989;
Koh 1991.

- Age

Layton and Dunphy 1970; Pinney 1968;
Reid 1983; McConnell 1979; Dichtl et a1
1984; Cheong & Chong 1988; Cavusgil &
Naor 1987; Moon & Lee 1990;
Karafakioglu & Harcar 1990.

- Proficiency in
foreign language

Simpson 1973; Langston & Teas 1976;
Reid 1981; Cavusgil and Naor 1987;
Schlegelmilch 1983; Dichtl et a1. (1984
& 1990); Cavusgil & Naor 1987;
Karafakioglu & Harcar 1990.

- Experience

Daniels & Goyburo 1976; Mayer & Flynn
1973; Reid 1981; Garnier 1982; 1974
Bilkey 1978; Wiedersheim - Paul et a1.
1978; Dicht1 et a1. 1984; Khan 1975
1974; Langston & Teas 1976; Oa Rocha
et a1. 1990; Moon & Lee 1990;
Karafakioglu & Harcar 1990.
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Various analysts have examined the effect of the decision - maker's
characteristics such as the level of education, age, proficiency in
foreign languages, and experience on the adoption of export activity.
However,
regard

while
to

some

studies show some consistent findings with

the relationship between export propensity and the level

of education of decision - makers

(Mintzberg 1973, Layton

&

Dunphy

1970, Simpson & Kujawa 1974, Wiedersheim - Paul et ai. 1978, Langston

& Teas 1976, Reid 1983, Mayer & Flynn 1973, Keng & Jiuan 1989,
Holzmuller & Kasper 1990, 1991 and Koh 1991), other did not establish
such a relationship (Ogram 1982, Garnier 1974, Daniels & Goyburo 1976,
Cavusgi1 & Naor 1987, Axinn 1985, Reith & Ryan 1981, and Moon and Lee
1990). Dichtl et al.
produces very

(1984)

reported that the level of education

little discriminating

power with

regard to

export

experienced and non - experienced managers.
Studies about the decision-maker's age also produced conflicting
findings. While Layton & Dunphy (1970) and Pinney (1968) reported that
younger managers are more likely to engage their firms in exporting
than older ones, Cheong & Chong (1988) in their study of the furniture
industry

and

the

electronic

industry

reported

that

managers

of

furniture exporting firms were older than their counterparts in non exporting firms. Moon & Lee's study (1990) showed that the manager's
personal characteristics (i. e., age,

education and experience) were

not related to export stage development. Bourantas & Ha1ikias's study
(1991) also produced a similar result. Their study indicated that the
decision-maker's
language

and

characteristics

experience)

were

(i.e.,
not

education,

found

to

be

knowledge

of

important

in

discriminating between systematic exporting firms and non - systematic
exporting firms.
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Other mixed results are also revealed regarding

the effect of the

decision manager's language skills on the level of exporti ng . Whil e
Schlegelmilch (1986),

Khan

(1978),

Langston (1976),

Tesar

(1975),

Mayer & Flynn (1973) and Karafakioglu & Harcar (1990) show a pos itive
relationship,

Simmonds

and Smith

(1968),

Reid

(1980),

Daniels

&

Goyburo (1976) and Cavusgil & Naor (1987) have attached either little
or no relationship to such skills.
In

the

area

of

the

decision-maker's

experience

studies

al s o

revealed contradictory findings. While Langston & Teas (1976), Axinn
( 1985), Karafakioglu

Harcar 1990 and Da Rocha et al. (1990) found

&

that the amount of such experience would bear a significant positive
relationship with the degree of the manager ' s orientation and the
firm ' s export behaviour, Ogram (1982) did not find experience to be
strongly underlying the determinants of export behaviour among small
and medium sized exporting and non - exporting firms of Georgia .

(2) Fin's De.ographic Characteristics and Export Marketing
Not only the decision - maker's characteristics have been studied
but

a l so

the

firm ' s

demographic

ownership, and experience. The

characteristics,

such

firm ' s size structure has

as

size,

received

great attention in the research literature . The findings of studies
about the relationship between the firm's size and its propensity to
export have been mixed and inconclusive . While some studies found no
relationship (Snavely et al.
Tesar 1977, Johnston
Axinn 1985

&

&

Schommer 1976, Bilkey

Czinkota 1982, Kirpalani

&

1988, Keng

Walters 1990a & 1991,

1964, Doyle

&

Jiuan 1989, Ali

&

&

&

Macintosh 1980,

Swiercz 1991, Samiee

&

Bourantas & Halikias 1991 and Liouville 1992),

others have revealed a positive relationship (Tookey 1964, Simmonds
and Smith 1968, Reid 1980, Karafakioglu
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&

Harcar 1990, and Ortiz-

Buonafina 1990). Tookey (1964) found that larger firms tend t o be more
successful in exporting. Simmonds and Smith (1968) reported that firms
with

less

than 300

employees demonstrate

a

lack of

interest

in

exporting, and Reid (1980, 1983 & 1985) concluded that the size of a
firm predominantly effects the export entry into new foreign markets.
However,

Gripsrud's

study

(1990)

indicated

that

based

upon

the

experience of the firm, smaller firms tended to have a more positive
attitude toward exporting than the larger ones. He explained that his
finding might be related to the different aspirations and goals of
management of the firms under investigation.
Louter et al. (1991) indicated that the export marketing practice
and strategies would be influenced by the size of the firm. His study
revealed that medium - sized exporters approach exporting with a more
systematic approach and segmented their markets more often than small
firms. Culpan (1989) also concluded that firms demonstrate behavioural
differentials

in

export

performance

according

to

their

sizes.

However, Czinkota and Johnston (1983, 1985) indicated that the size of
the firm does not make a difference in exporting practice.
Bilkey (1978)

suggests a possible inter - correlation of the firm

size with the quality of management and process, that size could vary
directly with a firm's

propensity to export. In another study in

1982, he found that firms which had obtained their own initial export
orders were much larger than firms where the initial export order was
unsolicited.
Sharrard (1975) postulated that company size to a great extent
dictates the size of business opportunities that can be undertaken.
For example, small firms find that the risk is too great and capital
demands too high to undertake very large research projects.
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Table (2.8)
The Fir.'s De.ographic Characteristics
Characteristics

Discussed By Author(s)

- Size

Perkett 1963; Snavely et al. 1964;
Tookey 1964; Simmonds and Smith 1968;
Hirsch 1971; Hirsch & Adar 1974; AbdelMalek 1974; Daniels & Goyburo 1976;
Layton & Dunphy 1970; Khan (1975, 1978)
Withey 1980; McGuinness 1978; Cavusgil
1976; 1984; Bilkey & Tesar 1977; Doyle
and Schommer 1976; O' Rouke 1985;
Schlegelmilch 1983; Liouville 1992;
Gripsrud 1990; Samiee & Walters 1991 &
1990b; Louter et al. 1991; Cu1pan 1989;
Axinn (1985, 1988); Diamantopou1os and
Inglis 1988; Ortiz-Buonafina 1990;
Moon & Lee 1990; Ali & Swiercz 1991;
Bourantas & Halikias 1991;
Karafakioglu & Harcar (1990).

- Experience

Bilkey 1978; McDougall & Stening 1975;
Ursic & Czinkota 1984; Kirpa1ani and
Macintosh 1980; Daniels & Goyburo
1976; Ogram 1982; Reid 1982; Tseng &
Yu 1991; Louter et al . 1991; Samiee &
& Walters 1991; Gripsrud 1990; Da Rocha
et al. 1990; Moon & Lee 1990; Keng &
Jiuan 1989; Ali & Swiercz 1991.

- Ownership

Daniels & Guyburo 1976; Abdel-Malek
1974; McDougall & Stening 1975.
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Withey (1980) reported that the more employees,

the greater the

firm's probability of engaging in exporting, even among small firms
with

less

than

200

employees.

Further support

relationship was provided by Hirsch

&

for

the

positive

Adar (1974), Khan (1978), and

Schlegelmilch (1983).
Studies by Hirsch (1971) and Cavusgi1 (1976) attempted to reconcile
these findings by suggesting that

a correlation between size and

export propensity occurs only within a certain range of a firm's size,
which excludes only very small firms (where no correlation between
exporting and size is observed). Cavusgil (1984) later argued that
firm size is

an unreliable indicator of export activity, he states:

"Size .ight be seen as an approxi.ation for associated
advantages of scale including bargaining power and the
capacity to hire better trained .anagers than suggesting a
co.parative advantage based on lower costs and subsequently
lower price".
In respect of the firm ' s age which is expressed in terms of the
firm's length of time in business or exporting,

findings are also

mixed. While some studies reported that the firms' export activity is
positively related to

the

age of

a

firm

(Snavely

et al.

1964,

A1exandrides 1971, Wiedersheim - Paul et al. 1978, McDougall & Stening
1975 and Ali & Swiercz

1991), other studies

tend to be more interested in
their existence

concluded

that

firms

a foreign market at an earlier stage of

(Brasch 1978, Garnier 1974, Ursie

&

Czinkota 1983,

Ogram 1982, and Daniels & Goyburo 1976). Kirpalani & Macintosh (1980)
reported a negative association between age of the firm and its export
activi ty, they found that new firns tended to be more anxious to
export

than

seek

reported by Ursic

growth
&

through the

market.

In

a similar

vein

Czinkota (1983) that the younger firms export a

larger percentage of their sale and have a more favourable attitude
about exporting than older ones. Tseng & Yu (1991) also reported that
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exporters have been in business for a significantly shorter period of
time than non - exporters. However, Samiee

&

Walters's study (1991)

indicated that the regular and sporadic exporters are not different in
terms of the number of years in business. Keng & Jiuan's study (1989)
does not support the contention that younger firms are more likely to
be interested in exporting, either.
Cavusgil & Naor (1987) highlighted an inverse relationship between
the firm's age and export profitability they stated:
"Although the difference is not significant, it is conceivable
that non
exporters are more optimistic about export
profitability due
to
their lack
of
experience
and
unfa.iliarity with their activity, for exa.ple .any associated
costs of export are not well known to the non- exporter".
Stuides about the effect of the ownership factor on the firm's
export behaviour are also produced mixed results. While Abdel-Malek
(1974) found little or no significant differences between the firms
domestically owned and the

firms foreign owned in terms of their

export orientation, Daniels & Goyburo (1976) were more clear in their
conclusion in which they reported that the term ownership should be
interpreted in

the light of the

two kinds of ownership; the first is

divided according to the domestic legal structure which includes, for
example,

individual,

cooperative,

second is divided according

cooperation and

state,

and

the

to which the finn belongs either to

domestic owned or to overseas owned. Regarding the former they found
no significant relationship, but it was significant with regard to the
second division. They reported that

foreign owned firms are more

likely to have an interest in exporting rather than those

owned

domestically. A similar vein was reported by Layton and Dunphy (1970)
who concluded that

exporters

are more

overseas.
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likely

to be

firms

owned

2.3.2
The

Studies Relating to the Fira's External Environaent
concept

of

environment

with

its

components

and

relevant

dimensions has not been well specified in the literature (Lawrence &
Lorsch 1967 and Thompson 1967). One of the shortcomings of much of the
theoretical and empirical research on organisational environment has
been the failure clearly to conceptualize organisational environment,
or the elements comprising it (Duncan 1972).
However,
environment

various
is

authors

composed

of

have

implied

physical,

that

cultural

the
and

businesses

technological

components (Homans 1950), and that the organisational environment can
be broken into external and internal environments (Duncan 1972). While
the internal environment is viewed as consisting of all the relevant
physical and nominal factors within the boundaries of the organisation
that influence the decision - making behaviour of individuals in the
organisation,
those

the external environment

relevant

physical

and non

-

is viewed as consisting of

physical

factors

outside

the

boundaries of the organisation or specific decision unit, that are
taken

directly

into

consideration.

The

multifacetd

nature

of

constituent groups in the external organisational environment has been
presumed by a number of writers (e.g., Dill 1958 and Estafen 1971) to
include; competitors, suppliers, consumers, stockholders, governments,
regulatory agencies and the labour market.
The organisational behaviour literature reveals that the firm's
organisation

structure

environment.

However the degree of

environment
environmental

is

based
forces .

is

upon
In

largely

its
other

directed
the

firm's

management's
words,

and

the

shaped

by

its

adaptation to

its

perception
firm's

of

behaviour

these
and

objectives are very likely to be determined through the interaction of
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its

internal

operations

with

factors

existing

in

its

external

environment. In this respect Yasai-Ardekani (1986) writes:
"Manage.ent's perception of the .agnitudes and direction of
social. political & econo.ic forces influences organisational
structure, such forces should .anifest the.selves as
constraints. threats and opportunities fra. the organisational
perspective".
Aldrich's

concept

of

environment

capability

states

that

organisation seeks out environments that permit organisational growth
and stability (Aldrich 1979). Such growth and stability may allow the
organisation to generate slack resources (eyert

&

March 1963) which

can in turn provide a buffer for the organisation during periods of
relative scarcity.

Aldrich clearly articulated

the view that

the

resources required for organisational survival are the most relevant
in defining organisational environment . He stated that:
"EnviroIDIent affects organisation through the process of
.aking available or withholding resources and organisational
fi~s can be ranked in ter.s of their efficiency in obtaining
resources" .
In the business - policy literature, Douglas (1975) demonstrated
that the interaction between
its performance.

a firm and its environment is related to

This finding

was supported by the hypothesis that

the performance of the firm is primarily determined by the net result
of all managerial actions,

or interaction within the firm which is

reflected by some transactions across the environmental interface. The
structure -

behaviour -

performance model of industrial economists

also indicates that the firm ' s environment, influences its behaviour
and the directions of its business strategies (e . g., Koh 1991).
In discussing

the

marketing structure,
Kaynak

&

structure

effect of

business studies

Hudanah (1987)
like

all

the

environmental

factors

on

the

produce conflicting results.

and Kaynak (1982) argue that the marketing

other

forms
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of

human

behaviour

is

linked

inseparably

to the environment in which i t takes place, variables

such as socio economic traditions, culture, population, government,
suppliers, technology and level of education shape marketing practice
to a notable extent.

Kaynak (1982) in his empirical study concluded

that the environmental factors impact a country's marketing structure
through their impact on institution operation, he stated:
"The enviroIlJlent contains operating conditions that limit the
scope of the marketing institution activities and effect their
organisations structure. factors such as income level. culture
attribute. consumer characteristics and the structure of the
channel of distribution have a bearing on the market potential
and thus the scale of -marketing institution operation".
However, Douglas (1971), Dougals & Wind (1972) & Douglas & Dubois
(1977) argue that the effect of the environmental factors upon the
marketing system is indirect and complex in nature, and that it cannot
be explained solely in terms of environmental development. Dougals
notes;
" Individual fins .ay respond in different ways and in
different degree to enviroIlJlental conditions and here no
consistent pattern of response e.erges at the national level.
Such environaental change as these just noted are in the large
part beyond the control of the marketing system. Generally,
the system is able only to adjust and adapt these piece of the
total environment to which are the same for all establishment
in a given area, it is true. however. that fins and
establis1lllent seek to exert as wuch as possible over the
govern.ent in which they function".
In her empirical study of the impact of the environmental forces on
the

marketing

structure,

Douglas

(1971)

concluded

that

the

environmental factors effect marketing systems through their impact on
individual firms . However, her study
theory

that

the

marketing

does not support the development

structure

is

closely

related

to

environment, she states:
"Despite the co.prehensive scope of the survey. there was
little evidence to support the theory that the develop.ent of
the .arketing structure is closely parallels to that of social
environ.ent and cultural environaent".
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the

According to the management's strategic studies, it is essential to
the firm's behaviour to match its organisational

capabilities and its

environment. The management should make a greater effort to adapt to
its external environmental conditions since it is critical for the
firm's behaviour

in pursuing its basic objectives. However, studies

that focus on the impact of the external environmental characteristics
on the marketing behaviour are still few and fragmented and most of
them have only been conducted at the macro level.

& Hansz

Goodnow

(1972)

have

investigated

the

effect

of

the

environmental forces on overseas market strategies. Al though their
study is conducted at

the macro

level,

it

is supported by

the

"Banting-Litvak hypothesis" that the extent of investment as well as
the

degree

of

distribution

control

channel

in

exercised
other

by

the

countries

parent
is

firm

related

to

over

the

external

environment and that the extent of investment and degree of control
decline as the environment becomes less favourable. Another similar
study was

also presumed

(Maclay ton,

et al.

1980)

that

a

firm's

decision to enter foreign marketing is largely based on environmental
forces,
market,

the higher the barriers to invest in 1IIarketing in foreign
the higher the risk

the higher

risk,

the

the firm will encounter. In the case of

firm has

to

think deeply in analysing

the

environmental force. However, their study has tended to concentrate
with only a univariate measure of

the environment such as

gross

national product, where there are many environmental factors needed to
be considered such as po l itical - legal factors.
Studies that are related directly to investigating the extent of
the influence of the external environmental measures upon the export
behaviour and the level of exporting are few in nature and fragmented.
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Therefore, much of the work in this section is derived from

the

contribution of international economic and management studies.
For the purpose of the present study, the external environmental
forces are suggested under two interrelated constructs: (1) Economic
and commercial infrastructural environment, and the (2) Political legal environment.

2.3.2.1

Econo.ic and

Co. .ercial Infrastructural

Environment

It is believed that an assessment of economic environmental factors
is important to the firm's business success either in the domestic, or
foreign market (e.g.,

Keegan 1984).

In other words,

the economic

environment of a country tends to have a great impact on the firm's
activities

and the ways in which things are done. The main components

of the market can be captured by considering variables such as those
relative

to

the

population

(e.g.,

population

growth,

income

distributions , consumption patterns) and its various characteristics,
such as level of technological development, commercial infrastructure,
physical endowment, geographical features of the environment,

trade

pattern, foreign involvement in the economy, etc ••
In discussing the

effect of do.estic warket conditions on the

international trade, international business studies concluded that the
marketer should be very sensitive to economic perspectives in the
domestic market. It was put in this way;
"In appraising do.estic econowic develop.ent, short run
foreign trade and internal econo.ic wove.ents can no longer be
ignored even when we are looking at the world's largest and
wost self - sufficient econo.y" (McCracken 1973).
Indeed, firms react to changing domestic and international economic
environment and can be expected to shift their relative emphasis in
promoting domestic versus foreign trade. Kindelberger (1962) notes:
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"Capacity to transfer is capacity to react to change
originating at hoae or abroad by adapting the structure of
foreign trade to the new situation in an econoaic fashion".
Orientation towards overseas markets is somewhat related to the
domestic economic environment (Cooper et al. 1970 & Rao et al. 1990).
An empirical study on the subject by Rao (1977) indicated that during
slack conditions in the United States,

foreign markets provide

a

realistic alternative for maintaining business. Based on his survey
of 104 firms in Arkansas, Rao concluded:
"While there are wide variations as to the nature and extent
of the iapact of the recent econoaic recession. aore than one
third of the reporting fins were adversely effected. During
the recession world period. about 40 % of respondents have
intensified their overall export aarketing efforts. Soae of
the export facilitating developaents such as the U.S dollar
devaluation. exporters and tax incentives expand their
exports. During the reactionary period aore than one third of
the reporting fins have intensified their export aarketing
efforts by arranging deliveries according to the needs of
their overseas custoaers, appointing aore overseas agents and
visiting overseas aarkets aore frequently. More than one third
of the respondents have reported that their export sales
growth has helped thea to cushion the slack in doaestic sales
resulting fro. the recessionary conditions."
An

article

response

of

in

firms

Business
as

International

(1974)

notes

a

typical

they deal with production shortages.

These

responses include: (1) Allocation of production to the maintenance of
domestic

markets at

the

expense of more profitable

Simultaneous cultivation of domestic markets and

exports,

(2)

long established

foreign accounts, and (3) Forsaking domestic customers in favour of
more profitable export business.
The firm's export behaviour is also very likely to be determined by
the 1IIany conercial factors in its local environment. The main ones
are: local tax structure, transportation facilities, availability and
access to finance, rate of employment, interest rate, country's trade
position, level of economic development, exchange rate, inflation, the
availability of resources (raw material) and intensity of competition.
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The technological develop.ent taking place within the environment
in which the firm operates is also
firm's

export behaviour and its

Hirsch (197l)

expected to have an effect on the
level of

exporting.

know how is not created within the firm,

purchased, the level to which their purchase relies
technological

According

development

and

adaptation

to

it may be

upon the level of

taking

place

within

the

environment in which the firm operates. This adaptation of technology
will influence the methods of production used, works techniques and
skills of the labour force through training and education courses. A
study by Daniels & Robles (1982,

1985)

indicates that

there is a

significant relationship between the adoption (choice) of technology
and export commitment of manufacturing firms.
The physical characteristics of
distance,

topography,

individual .arkets in terms

of

climate and natural resources is expected to

have influenced the international marketing decision to enter a market
and the possible adjustment

needed in the marketing mix.

In this

context distance relates to the physical separation of the marketer
from

potential

accompanied

by

customers .

In

psychological

cultural differences

many

cases

distance

physical

which

distance

manifests

itself

as stated by Johanson and Vahlne (1977)

is
in
and

Diehtl et a1. (1984).
According
quality

to Czinkota & Ronkainen

of

an

infrastructure

is

of

(1988)

the availability and

critical

importance

to

the

expansion of export and in evaluating marketing operations abroad.
Every international

marketer will

depend

heavily

on

the

services

provided by the local market for transportation, communication and
energy, as well as an organisation participating in the facilitating
functions of
financing.

marketing com1llunication

Transportation

network
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by

distribution,
land,

information

waterway

or

air

and
are

essential for physical distribution. Communication is as important as
transportation,
both

outside

the ability of a firm to communicate with entities
and

within

the

market

can

be

estimated

by

using

indicators of the communication infrastructure, telephone, broadcast
media and print media in use,

data on the availability of commercial

infrastructure, bank, advertising agencies, distributors to assess new
markets. It was indicated by Cateora & Hess (1987) that;
"The quality of infrastructure directly effects a country's
econa.ic growth potential and the ability of an enterprise to
engage effectively in business".
Therefore, commercial infrastructure is very likely to effect the
level of exporting. However, inadequate commercial infrastructure is
expected to, or very likely to have a negative influence on the firms'
export involvement, particularly in developing countries where firms
are unable to, or not in the position to obtain, or provide export
facilities without government assistance.
According to Cateora

&

Hess (1987); "the less developed a country

is, the less adequate the infrastructure is for conducting business".
Kaynak & Sam1i (1984) also stated:
"In developing countries, the .arketing infrastructure is
under developed. Co..ercial .edia, financial facilities,
research agencies, postal and other co. .unications and
physical distributions are generally under represented,
creating constraints on the organisation".

2.3.2.2
In

Political - Legal Environ.ent

fact, a country's political system is a mirror of

its economy

structure and situation. Therefore, it is difficult if not impossible
to separate the political system from the whole economic environment.
The political - legal environment of international marketing includes
any national, or international factors which can effect its operations
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or its decision -

making

(Terpstra

1988).

The

elements

of

this

environment are the:
-

Role of the government in the economy
Economic and political ideology
Interrelated relationship
Business government relative in general

The political forces tend to have a

great impact on many aspects

of business and economic behaviour. It tends to determine

the degree

of freedom that organisations are obliged to follow in pursuing their
business's goals. In other words, the government's role can effect the
firm's

organisational

behaviour

(structure,

direction,

resource

allocation, etc.) through a number of processes of legis lation and
regulations that firms are obliged to conduct.
Much of

the literature in economic and international business has

been discussed the forms and the degree of the effect of government
intervention in economic and business operations. However, i t was
reported by several
differs

studies that the extent of the government's role

among countries and even in the same country, but it appears

to be larger in developing countries

than in

developed countries as

noted by Poynter (1982):
the extent of the govenment' s role varies fro. country
to country, even in the sa.e country. fro. industry to
industry, while govenment intervention in the form of
financial support and trade protection is sought by fins,
.ost govenment intervention is costly. Corporate reaction to
undesirable foras of govern.ent intervention has varied. So.e
firas aggressively atte~t to control such behaviour directly
while others treat intervention as a fact of life over which
they have little. if any, control".
tt • • • •

The manner of government intervention in export marketing takes two
forms, while it acts as barrier to export marketing activities through
a number of restrictions such as tariffs,
procedure requirements such

quotas,

legislation and

as licence requirement, it acts as a

promoter through its action on the areas of subsidies. tax incentives.

92

provision of information other types of assistance,

and free trade

zones. In this respect Kaynak (1982) notes:
"Various levels of both direct and indirect government
intervention in the distribution syste. of LDS have been
recorded. Direct intervention includes activity such as
publicising controlled prices, the operation of gove~ent
owned retail outlets. Indirect intervention includes economic
legislation,
licensing
dealers
and
the
support
and
encourage.ent of non - profit organisations, the consumer
cooperations"
"There are .any rules and regulations that hinder efficient
.arketing in less developed countries.For exa.ple distribution
in .ost LDS are burdened by outdated laws that restrict or
li.it the assortment of goals they can handle" (Kaynak 1982).
In his study of export marketing
in

developing

countries

significance of

practices of the UK organisations

Michell

(1979)

confirmed

the government political factor.

the

relative

The three most

popular types of export constraints mentioned by respondents were:
political instability,

internal currency restrictions and difficult

legal problems. Rojemta (1986) reported a similar result in his study
of constraints that
Thailand,

he

found

were encountered by American industrial firms in
that

government

restrictions

and

inadequate

infrastructure were among the most important constraints rated by the
respondents.
Terpstra (1988) notes that the political instability of the country
and rapid change create a climate of uncertainties unfavourable for
business. Political stability has
variable

that

companies

weigh

been found to be the most crucial
when

considering

going

overseas

(Schollhammer & Nigh 1984). Czinkota & Ronkainen (1990) views that the
effect of politics on international marketing is determined by both
the bilateral political relationship between home and host countries
and

the

multinational

agreement

groupings of countries.
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government

relationship

among

The policies and promotional activities and progra••es developed by
government
increasingly

organisations

and

agencies

important

factors

in

to

the

promote

exporting

international

are

environment.

However, studies in developed countries indicated that promotional and
financial

assistances

provided

by

governments

are

viewed

as

insignificant to increase the firm's involvement in export operations
(Kolhede 1984 and Wiedersheim-Paul et al. (1978). The export incentive
was found to be only important to initiate the export process of small
firms (Rabino 1980). It can be argued that export firms in developing
countries very likely need to rely on the government's assistance in
order

to

enhance

their

ability

and

to

increase

their

involvement in increasingly competitive international markets.
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export

2.3.3

Export Modelling Studies

Export models are concerned with the identification of the relevant
variables,

the specification of

variables at a given

the interdependencies among

these

time, and the specification of the dynamics

between the variables (Bilkey 1978). A brief summary of each model,
including advantages and limitations, is given as below:

Etgar & McConnell's Model

(1)
Etgar

&

McConnel

(1976) formulated a static causal and effect

theoretical model of export behaviour in the form of an equation:
A = Q (E, I, C)

Where:
A = represents a vector of export related behavioural decision
E

=

represents a group of internal and external environmental

factors (location of markets,

technological, institutional factors,

behavioural forces, economic forces, and legal political influences)
I

= represents a group of information stimuli (from mass media,

personal contacts, and previous experiences)
C

=

represents

the

information

processing

complex

(including

technological choice constructs.
However, the relationship among variables on the right side of the
equation either within groups or between groups were neither indicated
nor tested empirically . According to Bilkey (1978)

their model yield

inference is that it harmonizes with the observable behaviour.

(2) Wiedershei. - Paul & Welch's

Model

They proposed a conceptual framework focusing on a firm's preexport activities before commencement of export . The model baSically
suggests that different types of "Triggering cues" in relation to
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decisions about pre - export behaviour - attention evoking - factors
are exposed to the decision maker.
The type and amount of alternatives evoked are dependent not only
on the individual decision - maker but also on the environment in
which he is acting, i. e., the environment of the firm and the firm
itself. Four factors are thought likely to have an impact on the preexport behaviour of the firm:
1.
2.
3.
4.

Goals of the fin and their degree of realisation
Type of product line
History of the fin
The degree of extra regional expansion.

Figure (2. 1)
WIEDERSHEIM & WELCH'S MODEL
Factors Effecting the Pre - Export Activities of the Fins*

JI

\I,

Decision Maker
Characteristics

~

J

Fir. Envirou.ent
Characteristics

J
Attention Evoking Factors
- External
- Internal

-

Fin
Characteristics

~

.t,

.II

11

Attention - Evoking
~,

I~

JI Pre - Export infor.ation Activities

1\

II,
J\ '

J,

II Export

II

* Source: Wiedershei. - Paul, F., H. Olson & L. Welch, "Pre - Export
Activity: The First Step in Internationalisation", Journal of
International Business Studies, (Spring - Summer 1978), pp. 47 - 58.
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Specifically, the attention evoking factors - those influences that
cause the firm to consider the adoption of export as a possibility,
are

divided

into

internal

and

external

stimuli.

Pre

export

activities were studies from the perspective of the information form
the firm surveyed, these activities being described on the basis of:
1. Willingness to start exporting
2. Inforaation transaction activity
3. Inforaation collection activities
Among the dimensions, firms were classified into three groups:
active, passive and domestic. Empirical testing of various aspects of
the models operations were conducted in Australian small manufacturing
firms. However, the data was generated from a small sample size, which
is insufficient to generalize the findings. Furthermore, it should be
noted that the model still needs to be tested empirically and the
specific types of functional relationships among the variables in the
model have also not been identified. The authors, as they recognize,
this model represents a

framework for the developing for more partial

models of

and quantitative

qualitative

types which

are

open

to

operationalization.
With regard to the present study, this model seems to be one of the
most comprehensive models, since it includes all the concerned factors
that could possibly effect the firm's export behaviour. However, these
factors were advanced in broader categories.

(3) Reid's

Model

Reid (1980)

developed a theoretical framework to explain the

firm's decision to export. His model focused on the role of individual
factors

(characteristics).

Export behaviour related variables were

classified into three groups:

(1)

Contextual factors such as

industry environment and the foreign market environment.
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the

Figure (2.2)
REID ' S EXPORT BEHAVIOURAL MODEL
The Role of the

Individual in Export Decision Making

Contextual Factors
Industry Environaent
Company Environment
Foreign Market Environaent
Individual Mediating Factors
Past Experience
Objective Knowl edge
Experimental Knowledge
Ii

Export Orientation
Export Motivations
Export Expectation

,

-'0..

*

\1

Export Intentionl\

Source: Reid, S. "A Behavioural Approach to Export Decision-Making"
American Marketing Association Proceedings, (1980), PP. 265 - 268 .
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(2) Individual .ediating factors which cons isted of two l eve l s of
variables: the f i rst group consisted of the decision - maker' s pas t
experiences, his objective knowledge which can be taught and more
easily acquired and experimental knowledge that could be gained onl y
experiences

from

which

made

it

possible

to

perceive

conce r t

opportunities; the second group consisted of the decision - maker' s
export orientation, his motivation to export expectation, and (3) The
decision - Baker ' s

intention to

export which served as

dependent

variables. The general relationship amongst these groups of var i ables
are shown in Figure (2 . 2).
According to the model, the decision - maker ' s characteristics may
act on several levels. First the decision - maker is exposed to all
the

information

environment .

stimuli

The

from

the

information is

firm ' s

and

processed and

the

foreign

market

influenced by

his

experience and knowledge, in turn, this information processing effects
the decision - maker ' s export organisation, motivation to export, and
his expectation of export effects. These effected mediating variabl es ,
influence

finally
exporting.

However,

the
the

decision - maker ' s intention to init iat e
specific

type

of

relationship among

the

variables in the model are not indicated and the model is still not
empirically tested .

(4)

Bilkey & Tesar ' s Model

Bilkey

&

Tesar

(1977) formulated

a theoretical model by us ing

Roger ' s theory of Diffusion of Innovations (Rogers 1961). The model
involves the following export stages :
1.
2.

The fira is unwilling to export; it would not even fill a
unsolicited export order, because of apathy, dislike of foreign
activities, busy doing things •• , etc.
The fir. fills unsol icited export order but does not explore the
feasibility of export.
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3.

4.
5.

6.

The fina explores the feasibility of exporting (this stage may
be o.itted by the receipt of unsolicited export orders).
The fina exports experi.entally to one or a few .arkets.
The fina is an experienced exporter to those .arkets.
'the fina explores possibilities of exporting to additional
.arket and so on.

The questionnaire was mailed to a sample of (423)
sized firm

in Wisconsin,

and the

analytical

small and medium

methodology employed

involved treating each stage of the export development process as the
dependent variables in a multiple regression equation - Coefficients
differing at

each

stage

to allow

for experience

gained in

the

preceding stage:

IA

=a

+

bE - cI

+

dF = eM

Where:
A = The firm's export activity for the stage in question.
E Management's expectation regarding the benefit of exporting
after it has been developed.
I = The inhibitors (mainly serious infrastructure and institutional
obstacles) that management perceive to initiating exporting.
F = The facilitators (unsolicited order, information, subsidies,
infrastructure and institution aid, etc.) management perceive
to initiate exporting.
M The quality and dynamism of the firm's management plus the
firm's organisational characteristics that effect exporting.
The specific findings in this regard are as follows; the major
correlation of export movement from stage I to stages 2 and 3, were
whether manage1llent planned for exporting (pertains to factor M) and
management's impression of the firm's differential advantage (factor
F), no relationship was found with the management's expectation as to
what exporting would contribute to the firm's profit's, growth etc,
(factor

E),

nor

exporting, (factor

with

management's

perception

of

inhibitors

to

I). Movement from an earlier stage to stage 4

(experimental exporting)

correlate directly with whether the

firm

received an unsolicited initial export order (factor F), and directly
with the quality of the firm's management; and to a small extent,
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directly with the firm's

size,

(factor M ).

Again,

there was

no

relationship with the management's expectation as to what exporting
would contribute to its firm,

nor with management's perception of

export inhibitors. Movement from stage 4 to stage 5 as well as the
extent to what stage 5 was pursued (measured by the percentage of the
firm's total sales derived from exporting), correlated directly with
the management's perception of

gains from exporting, inversely with

the number of perceived inhibitors to exporting, and inversely with
the quality of the firm's management.
The basic conclusion that Bilkey & Tesar derived from their study
was summarized as follows:

(1) the export development process of the

firms tended to proceed in stages, (2) considerations that influence a
firm's progression from one stage to another tend to differ by stage,
(3) within the size range of the firms studied, size was relatively
unimportant when account was taken of the quality and dynamism.

(5)

Czinkota and Johnston's Model

In discussing Bilkey and Tesar's model, Czinkota & Johnston (1981)
note: "Although this study was successful in differentiating a_ong
fi~s,

the criteria according to which

general in

nature".

fi~s

are classified were quite

Based upon Bilkey & Tesar's Model, they further

developed the process of the firm to encompass eight stages instead of
six stages as discussed by Bilkey and Tesar, which are as follows:
Stage
Stage
Stage
Stage
Stage
Stage
Stage
Stage

(1):
(2):
(3):
(4):
(5):
(6):

The
The
The
The
The
The
(7): The
(8): The

cowpletely uninterested fir.s (the unwilling firms)
partially interested fi~s
exploring fi~s
experi.ental exporters
disappointed exporters
te.porary exporters
experienced s.all exporters
experienced large exporters
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Questionnaires fro
were

segmented

237 U.S manufacturing firms (three industries)

according

to

the

above

stages,

and

analysis

of

variances (ANOVA) were employed to compare the mean group score for
the group configuration of such segmentation approach. The findings
show that change in exporting attitudes, motivation. and perceived
exporting

obstacles

are

exporting

experiences.

associated
although.

with

the

the

defined

growing

length

categories

did

of
not

statistically identify the pr cise pattern of the development process.
Moreover, the criteria which was used to classify the firms into these
above stages were co posed in a aore rigourous fashion by using a
quantitative cut - off value for relative and absolute
volulle. length of export

export sales

xperience. type of countries exported to,

and manpower coa itted to

xporting.

In addition.

slightly altered to "nclude only six (all

the stages were

he firms except the firms

in stage 5 and stage 6).
Specifically, although B lk y and Tes r's model and Czinkota
Johnston's model could be used

b sis for a developllent promotion

s

programme, they do not prov "de

v" dence as to whether the firms in

each stage will react si "larly to
ne f n

factors that dete
surveyed,

i . e.,

are

th r

&

certa" n st "muli*; whether the

ch stage

n

ny

specif"c

re similar among the firms
relationships

among

the

nd whether the firm has to pass

variables which are di cu s d.

through each stage in order to be fully involved in export marketing
activity. Furthenore, both .odels
accident

and

th n

to

sSUllle th t
export ng

exporting begins by
develops

later.

This

situation is fairly co •• on

n dev lop d countries where these two

models were tested. How v r,

n d v loping countries such as Jordan.

* Recent studies "n
US st that f rns seldoa go through a
concrete, stepwise proc ss 0
xport d v lopment or internationalisation (e.g., Sullivan & B u reh. dt 1990).
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it can be argued that the government '5 export assistances (financial
and non - financial incentives) are ' mportant for the exporters of
manufactured products to develop their co mitment to export first and
then develop their export sales. In other words, the process of export
development may begin either with export commitment, or with export
sales.

(6) Cavusgil & Nevin's

Model

Cavusgil and Nevin (1981)

have developed an e.pirically

static path model of export .arketing behaviour,

utilizing

tested
(473)

manufacturing firms in Wisconsin as research subjects. As can be seen
in Figure (2.3), this

odel consists of internal determinants of the

firn's export lIarketing beh viour.

These determinants are further

divided into background and intervening independent variables.
Cavusgil & Nevin distinguished between background variables which
are divided into two groups of differential fin advantage and the
strength of managerial

aspiration of

business goals.

Intervening

variables which represented the pr sent situat'on include two groups:
management's
marketing.

expectation

about

Specifically,

he

firm's

differential

commitment

advantage

and

to

export

managerial

aspiration are thought to promote management's expectation regarding
the effect of exporting on the f1
firm's

resources

allocation.

's goals and indicators of the

Intervening

variables

hold

the

distinction of being more subject to change in the short term than
background variables,

i. e.,

the form r are more dynamic as far as

determining expor behaviour. Through multiple classification analysis

(MeA),

they

reduced

19

intern I

d t rminants

variables. A sum ary discuss on of thes
firm advantage (on

to

10

independent

follows. The differential

of the B ckground group) ' nclude: Firm siz
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(as

P ' gure (2 .3)
CAVUSGIL AND NEVIN'S STATIC - PATH HODEL OF A FIRM'S EXPORT
BEHAVIOUR*
INTERVENING
VARIABLES

BACKGROUND
VARIABLES

Co 't.ent to
Export Marketing

Differential
Advantage(s)

rr=========-iIlI------Io..

Managerial
Aspiration

INDEPENDENT
VARIABLE

II------~

~

rr=======il

~~/

Export
Behaviour

Manage.ent's
Expectat'ons

measured by sales volu e),

the technological intensiveness of the

firm's industry, the finn's possession of a unique product and the
firm's proximity to foreign
these variables are no

arkets. As discussed previously, although

suffici nt by the1llselves to initiate export

marketing, these unique advantages are attention evokers (Wiedersheim
- Paul et a1. 1978), ' •• , "they are i.portant 'n preparing the fin
and in providing 'n't'al .otiv t'on for .aDagelDent".
The other group of "Background detenninants" 1. e., the strength of
managerial aspiration
variables

of

for bus ' ness goals,

anager

aspiration for secur ' ty
relationship

exis s

1

spir tion

for

include

the

independent

growth

and

managerial

rk ts. Accord'ng to th ' s analYSis a positive

b we n

export

marketing

behaviour

and

the

decision maker pr ferences for th se business goals •

.. Source: Cavusg'l. S. 6, J. Ne ' n, "Internal Determinants of Export
Marketing Behaviour: An
p ' ric 1 Inv s igation", Journal of Marketing
Research (Feb.) 1981, P. 115.
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One of the two groups of intervening determinants, i.e. expectation
of management regarding the i pact of exporting on firms business
goals consists of the independent variable of management's expectation
about the effect of exporting on the firm' growth. The second group of
intervening
commitment

deterninants
to

relate

to

arket'ng

export

management is involved in

and

the

consists

6,

of

level

whether

of

or

not

arket planning; systematically explores

the feasibility of exporting and developed
According to Cavusgil

management's

a policy toward exports.

Nev ' n, the firm's wi llingness to allocate

adequate resource to exporting as measured by the above variable is
critical

in dete

ining

the

extent of a firm's

export marketing

these

come

behaviour.
Based

on

these

f ' ndings,

conclusion relating

to

analysts

the means by which

marketing activity may be sti ulated.

have
(USA)

up with

a

business export

They state:

"The resul t see.s to support the contention that the
reluctance of fiBS to export .ay be largely attributable to
top .anage.ent' s lack of deteI1linat' on to exports and, the
fin's top .anage.eDt should be able to stress the i.portance
of growth as an organisational objective as well as the
potential positive '~act of exporting on growth and then
co_itting resources to engage 'n .arket planning syste.atically exploring the poss'b'l'ties of exporting and developing
an export pol'cy.
the discussing of Cavusg'l & Nevin's model, it was noticed that

In

the number of
limited,

internal dete

inants of exporting behaviour are very

i.e.,

only

a

few

DUlIbers

characteristics

have

be n tested.

of

Also,

the
the

firm's

internal

relationships

among

variables called "background v riables "have not been identified.
As

far

as

their major hypothes ' s

by the fi

'5

justified and

explained,

anufacturing firms can be explained

export marketing behaviour of th
largely

is

int rn 1 ch racter ' sties. Our argument is in

opposition to their conclus on

hat the export marketing behaviour can
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be better explained through the interaction of the firm's internal
characteristics and forces that

exist on its external

environment

rather than based on either of them individually.

(7) Kolhede's Export Orientation Model
Kolhede (1984) developed a .odel by using Roethlisberger's theory,
the major promise of her study is based on the fact that the causal
elements of attitudes embodied in "Roethlisbergers's theory (1941)"
are;

underlying dete

inants of s all business, employees response to

change in the workplace environment can be modified for use as tools
for understanding both the export orientation of the small business
manager as the result'ng response of s.a1l companies, to the change
involved in the notion of th ir expans'on export involvement.
The

particular

change

undertaking by saIl ff

exa ined

is

the

notation

of

export

s. The man ger's response to such a proposed

change based on his export orientation. A positive export orientation
(+)

will cause the

anager to decide to increase his

tint'S

export

marketing, a negative (-) export orientat'on will result in the firm's
resistance to export expansion.
The

questionnaire

manufacturing US fi

was

.ailed

to

a

sample

s. Analysis of variances,

of

(403)

small

factor analysis and

multiple regression analysis techn ' ques were employed to compare the
export orientation in both types of s all firms, exporting and non exporting.
The

result

indicated

th

by

using

a

multiple

regression

coefficient of deteI1llination (R squ re) which was about 44% of the
variation in the dep ndent v riables
seven factors discussed by the
assumed to det rw ne the s

nd which was explained by the

u hor, i.e.,

the factors which were

11 f ' rm's export orientation (Figure 2.4)
106

Figure ( 2 • 4 ) *

KOLHEDE'S EXPORT ORIENTATION MODEL
PROPOSED CHANGE
RESPONSE

MANAGER'S OR DECISION - MAKER'S

Expand Company
Export
Export Involvement

Increase/ No Increase In Company
Export Marketing.

j
MANAGER'S EXPORT ORIENTATION (+/-)
ATTITUDES TOWARD
ATTITUDINAL
ENVIRON~TAL FORCES
Assessment (+/-):

i

PBBSONAL'S BACKGROUND
VARIABLES

SOCIAL
AT WORK

Assessment (+/-):

Foreign travel
Inducement for co pany
experience
exporting
Foreign language
Benefit to the firm
proficiency
of export marketing
Fo
1 education
involvement
Work experience
Company resources
Group affil'tations
essential for exporting
outside the company
Company's co petitive
advantage for exporting
Ass ssent of social
i portance of US small
Willingness to odify
business exporting
management marketing ix
for exporting Involve ent Personal enjoyment of
challenge of exporting
Obstacles to co pany's
export involvement
Effectiveness of Federal
government export programme

Export orientation
( + / -) 0 f fell ow

Company members

Note: +/- denotes pos ' tive / negat've
* Source: Kolhede • E.. "Th Underlying Determinants of Export
Orientation of Small Manuf curing F rms", PH.D D' ssertation, Golden
State University (1984).
*
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Although the results of her study were found to be in conflict with
many previous works as discussed through the literature, the study can
be considered as

an additional

new approach to

behaviour . Furthe

ore, her study was

export marketing

ainly based on examining the

attitudes of the decision - 1IIaker rather than examining the factual
data which was behind each fi

when it becomes involved in exporting,

either small or large firm, or both .

(8) Aaby & Slater's Strateg'c Export Model
Aaby & Slater (1989) developed a strategic export framework based
on

a review of empirical literature between 1978 to 1988. They argue

that current export knowledge should be synthesised at two broad
level:

the

(1)

business

external

strategy

includes macro which influence

and

environ ental

functional

econo ic,

social,

export manage ent,

level,

level.

The

and

(2)

the

firm

environmental

political and cultural

level
aspects

behaviour and performance.

The

business strategy level includes assesslllent of key business policies
and capabilities within the fi

's control .

This framework has only focused on a review of literature that
related

to managerially

characte ristics,
2.5).

The

f'

controllable factors .

cOlllpe encies,

relationship a ong

and

They include;

firm strategy

these groups

(see

firm
figure

of variables has been

discussed through an extensive review of studies during the 1978-88
period.
According to Aaby

&

slat r Ital though there is no clear cut formula

for developing a successful

progra me, there appears to be sufficient

evidence to draw a number of gener I conclusions : First company size
by itself is not an i portant factor unless it is associated with
other

aspects

such

as

t ' n nc'al
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strength or variables related to

Figure (2.5)
Aaby & Slater's A General Model for Assessing
Export Perfor.ance and Variables*

EXTERNAL

Environment

INFLUENCE

Performance

IL___c_o_m_p_e_t_e_n_c_1_·e_s____~!------~>

,
• Technology
~ • Export /Market
ez.1
knowledge
Co)
z . Planing
~ • Export policy
~ • Management control
~
z . Quality
~ . Communication

·
•
·
•
·
·
·
•

Propensity to export
Export sales
Export problems
Exporters vs . non-exporters
Level of export
Perceptions toward export
Export growth intensity
Barriers to export

~

z<

Strategy

Q::l

ez.1

E~I-F-1-.rm- -C-h-a- r-a-c-t-e-r1-.-5t- i-c-'sl ~

· Market selection
Use of intermediaries
· Product mix
• Product development
· Promotion
• Pricing
• Staffing

• Firm size
• Management commitment
• Management perceptions
- financial incentives
- competition
- market potential
- distribution, delivery, and service
- government incentives
- risk
- profit

* Source: Aaby, N.E. & S. F. Slater, "Management Influences on Export
Performance : A Review of
the Empirical
Literature
1978-88"
Inte rnational Market ing Revi w, Vol . 6 . No . 4, (1989) .
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economic of scale. Second,

in companies where management is firmly

committed to export, export performance tends to be higher. Third,
firms that have
well

are

more

better management systems and plan export activities
successful

than

those

that

done.

Fourth,

export

experience is important, and firms that have experience are likely to
do better than that are just starting".

(9) Yang, Y.S . , R.P. Leone & D.L. Alden's Model
Yang et al. (1992) have developed an empirically tested model. It
suggests that the manager's export intention is an indicator of the
firm's future export behaviour and is related to a firm's market
expansion ability and the manager's perception of external

(e.g.,

general environmental) and internal (e . g., firm-specific) barriers to
exporting (see figure 2.6).
Following Fishbein ans Ajzen (1975), they proposed the model as:
EB - EI = (MEA, BE)
Where:
EB = The actual export behaviour
EI = The export intention
MEA = Market expansion ability of the fir.
BE = Barriers to exporting
The tilde between EB and EI suggests a time interval between
export intention and actual export behaviour. The relationship among
export intention, 1IIarket expansion ability and perceived barriers to
exporting were examined by using 345 non - exporters of manufacturers
firms in Texas (U . S.A).
The specific findings in this regard are as follows: (1) The export
intention of non - exporters is positively related to market expansion
ability and perceived export barriers.
firm ' s

future

export

activity is
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(2) The probability of the

largely

related

to

the

market

expansion ability variables than those for the perceived barriers to
exporting.

This

experience and

suggests
resources

that

firm's

may be

more

prior

domestic

important

to

expansion

identify

its

potential export activity. However, no significant relationship was
found between market expansion ability and perceived barriers

to

exporting.
Although

this

model

was

limited

to

the

experience

of

one

geographical area in the U.S.A (i.e., Texas), it might be useful in
the prediction

and identification

of

the

characteristics of

the

potential exporters in other developed countries .

Figure (2.6)
Yang, Leone and Alden's .odel*

FIRM'S ENVIRONMENT

DECISION - MAKER
Market Expansion
Propensity to Expand
Ability (MEA)
-7
Decsion of Expansion

~

Barriers to
Exporting (BE)

IEXPORT INTENTION

IEXPORT BEHAVIOUR

* Source: Yang, Y.S., R.P. Leone & D.L. Alden, "A Market Expansion
Ability Approach to Idnetify Potential Exporters", Journal of
Marketing, Vol . 56, (January 1992), PP. 84 - 96.
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2.4

The

Co. .on

Characteristics

of

Export

Behaviour Studies

To the best knowledge of the researcher, previous studies in export
marketing behaviour, have in common the following characteristics:
- Only some of these studies have developed a conceptual framework.
- In many studies, research has been confined to only some

aspects,

therefore, other important aspects have been given little attention
in the specific

analysis making

the

findings less relevant, for

example, the effect of some external environmental measures such as
those related to the government export procedures and regulations.
- The

majority

developed

of these studies are confined to the experience of

countries, such as the U. K, USA,

Germany, etc.

- Empirical evidence produced mixed findings regarding many aspects
as

discussed

through the literature, for example, the impact of

the firm ' s parameters (i.e., size, age, etc.) on the firm's export
behaviour and its level of exporting.
- Some of these investigations were conducted in isolation, without
benefit from the experience of findings from other studies.
- In many of these studies, practical implications of research
findings are only stated in general terms.
_ Little attempts

might be made

to

report the reliability of the

scale of measurement for the data collection.
Therefore,

the

aim

of

this

study

is

to

overcome

the

above

limitations of the previous research and to improve the understanding
of export behaviour at the firm level.
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Srraaary
In this chapter, a review of international trade theories, firm and
organisational behavioural theories were presented firstly as a basis
theoretical background for the purposes of the

study. A discussion of

empirical studies in export marketing behaviour

then followed in an

attempt to identify the variables which are most likely to have
impact on the firm's export behaviour and its level of

an

exporting.

The traditional international trade theories were introduced, as it
provides a basic explanation for the global factors that determine the
pattern of trade among countries. However,

the international trade

theories explanation which is based on the doctrine of competitive
advantages was found to be insufficient, or failed to provide an
answer for why cost
cost or price
i .e. ,

or price

parameters

differs

among trade partners, because

can only be determined at the micro level,

the individual firm's level.

Product life cycle concept,
holds that

which has been recently

the moves of a firm or country towards

developed,

international

marketing can be explained in terms of trade cycle. However.

the

product life concept has been attacked on several accounts. While it
provides a

sufficient explanation

for certain

types

of

products

particularly those highly technological products which are largely
innovated

and

insufficient for

produced

in

traditional

advanced

countries,

products which are

it

might

be

mass produced in

developing countries. However, both international trade theories are
useful for this study, since they provide some theoretical support for
some variables that could be examined at the firm's level.
Fi~s

discussed

and organisational

behavioural theories

were presented and

simultaneously as theoretical perspectives for the purpose

113

of the study. The firm's behaviour is viewed as a

result of

an

interaction between its internal operations and the factors that exist
in its external environment. Therefore, it is possible to analyse

the

process of decision making within individual firms on the basis of the
factors influencing the organisation. Administration theory which is
one of the branches of the organisational behavioural theories is a lso
discussed, since it is of major concern with the process of decision making within the organisation with emphasis on the role of decision makers.
Export .arketing behaviour literature which relates to the supply
side of the

international trade theory are comprehensively reviewed

and presented under three sections: (1) Studies relating to the firm's
internal environment,
environment,

(2) Studies relating to the firm's externa l

and (3) Export marketing behaviour modelling studies

The studies that are concerned with the firm's internal export
marketing are further presented under five headings: (1) The exporting
initiation

(2) Firm export orientation (3) Management characteristics

and export marketing (4) Export marketing mix decisions (5) Firm and
decision - maker's individual characteristics.
The

studies

that

environment, however,

are

related

to

the

firm's

external

are few in nature and fragmented, therefore, to

a greater extent, much of the work in this section is drawn from the
contribution of the economics and
purposes

of

this

study,

the

organisational theories. For the

constructs

of

the

firm ' s

external

environment are presented and discussed under the following headings:
(1) Economic and
political - legal

commercial infrastructural environment, and (2)

The

environment.

With regard to export marketing behaviour modelling studies, nine
export modelling studies were presented and reviewed. However, only
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five

of them were tested empirically . The review of export models

suggest that forces within the firm and its management may be centred
around

export

behaviour

of

characteristics of the firm,
and impo rtant factors
local or foreign

the

nine

models,

all

included

some

the characteristics of the management,

included aspects of

environment.

The

the environment,

conceptual model

whether

which will

be

presented in Chapter Five, borrows some of the concepts and ideas of
these export models, in addition to the ideas that derived from the
organisational behaviour and international trade theories .
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CHAPTER THREE
THE PRELIMINARY IN DEPTH INTERVIEWS AND SOME INFORMATION ABOUT
EXPORT POLICIES, PROCEDURES AND EXPORT PROMOTION INSTITUTIONS
IN JORDAN

Introduction
As indicated in the previous Chapter, most of the aspects of the
firm's external environmental dimension have been neglected, or have
received little attention in export behaviour studies.
Therefore, the researcher conducted several interviews with relevant
persons in both private and public institutions, as well as with a number
of initial respondents of manufacturing firms in order to develop some
measures of the firm's external environment, in particular, elements of
the political - legal environment, and to formulate specific hypotheses
that were relevant to the export situation in Jordan.
In this Chapter. the main purpose of the preliminary interview. its
structure

and

results

are

presented.

Furthermore,

information about the export policies. regulations.
also given.
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some

background

and procedures is

3.1 Objectives of the Preliwinary Interviews
The objectives of the preliminary interviews

can be divided into two

types: (1) general objectives, and (2) specific objectives.
The general objectives of the preli.inary interviews are:

( 1)

to

achieve more insight into the study problem under investigation, (2) to
formulate
(3) to

specific hypotheses in respect of the objectives of the study,

explore new areas which are more relevant to the export marketing

behaviour of the manufacturing firms in Jordan, (4) to be able to prepare
and design an appropriate questionnaire
marketing behaviour

that will handle the

export

in Jordan.

The specific objectives of the preli.inary interviews are:

( 1) to

acquire more information about the external environmental characteristics
of the manufacturing firms in Jordan; in particular, the export policies,
regulations, procedures, the types of

export assis tances and services

that are offered by the public and private institutions, and
obstacles that are encountered by manufacturing

the major

firms from the point of

view of the authorities, (2) to shed light onto the export situation in
Jordan from the point of view of the decision - makers of manufacturing
firms with regard to the above issues.

3.2 Structure of the Preli.inary Interviews
The preliminary intervieW consisted of free discussion with the top
executives of five manufacturing firms, as well as with the authorities
of both public and private institutions that undertake various export
related issues in Jordan. The general form of these interviews were openstructured interviews. No statistical analysis was attempted
stage of the present study.
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at this

3.3

Planning for the Preli.inary Interviews
The in - depth interviews were conducted in two stages. At the first

stage,

the authorities in both public and private institutions were

contacted by

telephone

and their cooperation was sought.

The

prior

arrangements for the meeting were well scheduled in terms of the name of
the person to be interviewed, and
At the second stage,

the time and

place of the meeting.

the top executives of six manufacturing firms

were telephoned and their cooperation was sought. Of the six, five agreed
to a meeting. The interviews were held separately at the organisation's
premises. The main objectives of each stage are given in Table (3.1).
3.4

Data Gathered Through the Preli.inary Interviews
The data collected through the preliminary interviews are presented

under the following headings :
(1) The role and functions of the export promotion institutions
(2) The government's export procedures and regulations
(3) The results of the initial interviews
3.4 . 1 The Role and Functions of the Export Pro.otion Institutions in
Jordan
There are several bodies who undertake the various export related
tasks in Jordan . Public bodies include the Ministry of Industry and
Trade, the Ministry of Finance and Customs, the Central Bank of Jordan
and others. The private institutions consist of the Chamber of

Industry,

the Commercial Banks, and The Jordan Trade Association. The role and the
function of each institution in respect of exporting is given in detail
according

to

the

type

of

institution,

follows :
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i.e.,

public or private,

as

Table (3.1)
The Objectives of Each Stage of the
Preli.inary Interview
Objectives

Stage of Interview

(1) To get more specific
information about the
role of each organisation
in respect of exporting.

Stage (1): Several authorities
in five organisations
were interviewed.
1. The Ministry of Industry

and
2. The
and
3. The
4. The
s. The

Trade
Ministry of Finance
Customs
Central Bank of Jordan
Chamber of Industry
Trade Corporation Centre

(2) To acquire more information about the types of
export policies and ass istances that are offered by
each organisation.

(3) To identify the main
aspect of the government
export procedures and
regulations.
(4) To get the point of view
of each organisation in
respect of the export
situation in Jordan,
export barriers, and any
suggestions to improve the
export level.

Stage

(1)

P2: Conduct free discussion
with five executives of
manufacturing firms.

To acquire their point of
view in respect of the
export services and assistances that are offered
by each organisation.

(2) To find out the major
hindrances that might be
encountered by exporters
& potential exporters.
(3) To obtain their point of
view in respect of the
government's export
policies and regulations.
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3.4.1.1

Public Sector Institutions

(1) The Ministry of Industry and Trade
The Ministry consists of several departments. Of these, three are tied
to export activities. These departments are: the Commercial department,
Standards and Specifications department, and

Economic Co - operation and

Export Promotion department.
The main functions of the Commercial department in respect of export
are:

(I)

issuing export licenses, and

licence requirement is

(2)

making sure that the export

fulfilled by the relevant

person. The export

regulations and export procedures are presented in section 3.4.2 of this
Chapter .
Export products need to be checked and approved by the Standards and
Specifications

department,

in

particular,

those

products

which

are

exported to countries where the government holds trade agreements with.
The main function of the Standards and Specifications department is to
make sure that: (I) the export product is produced according to the trade
agreement

conditions

(2)

the

export

product

meets

the

safety

and

specification standards, and (3) issuing a Quality Certificate.
The role of the Economic Co-operation and Export Promotion Department
can

be

summarized

as

follows:

preparing

(1)

commercial

and

trade

agreements (2) carrying out studies to improve and amend the agreement,
(3)

conducting

of the
(4)

Arab

research

and

Economic Unity

preparing

studies

studies

in

relation

to the activities

and the Arab Economic and

concerning

exhibitions

and

Social Councils ,
fairs,

marketing

Jordanian products abroad, and supervising Jordanian commercial attaches,
(5)

(6)

participating
preparing

containing

a

in

exhibitions

list

information,

of

and international trade fairs, and

potential

and

names

manufacturers .
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Jordanian
and

export

addresses

commodities ,
of

Jordanian

According to the
approval

of

this

export regulations,

department.

The

the manufacturer has to

reason

for

this

ascertain whether the exporter is qualified to be
license fees.

The exporter can be

procedure

get

is

to

exempted from export

exempted from

the fees

if

he

is

exporting within the trade agreement, otherwise, he has to pay a certain
amount of money

(1)

(2) Jordan Ca..ercial Trade Centres Corporation
The Trade Centres Corporation was established in 1973 by decreed Law
No . 21 of Year (1972), with the objectives of establishing Trade Centres
in

the

Arab

protocols

countries

according

ratified between the

to

the

articles

government

of

of

agreement

and

Jordan and other Arab

nations, in order to promote and encourage market and export Jordanian
agricultural and industrial products to concerned partner countries.
The functions and duties of the Trade Centres Corporation with regard
to export include the following:

(1)

to act as a commercial agent or

representative for Jordanian firms in the areas of industry, services and
trade, and (2) to encourage the marketing of Jordanian products through
advertising activities, trade propaganda, participation in international
fairs and organizing
Currently,

the

bilateral exhibitions.

Corporation

has

only

got

three

trade

centres

in

operation . One in Iraq and the others in Egypt and Sudan.

(3)

1be Ministry of Finance and Custoas

The Ministry of Finance and Customs administers the various trade
tariffs,

taxes

and

custom procedures

in Jordan.

The Ministry

also

approves the Certificate of Origin for the exported products.
(1)

Unpublished info nation fro. the Ministry of Industry and Trade. A
Visit on 28 July 1990.
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The tariff system in Jordan shows tremendous import protection and
plays a

significant

revenue.

For exports,

part

in

the

however,

contributions

there

are no

to

local

export

taxes

government
as

such,

nevertheless, all materials (if they are not available in the domestic
market) imported by manufacturers for the purpose of exporting are exempt
from custom duties. There are two syste1lls operating for the purpose of
achieving this objective. First, the teaporary entry scheae, under which
raw materials are imported, manufactured and exported in a period of less
than six months, are exempt from customs duties, and second, is the duty
drawback

systea.

under

which

customs

duties

are

reimbursed

to

manufacturers after export takes place(2).
According to the Jordanian Custo. and Excise Law

No. I of (1962): (1)

the exported goods should be inspected by the customs and selected in
accordance with custom procedures, (2) the imported goods under the Law
should be exported within a six months period which must not be exceeded
unless the Authority advises otherwise(3).

(4) The Central Bank of Jordan
The Central Bank of Jordan's impact on the export sector is manifested
most significantly in the monitoring of the following:
1. The Jordan Dinar Exchange Rate
2. The

financial

arrangement

of

Jordan's trade agreement with

other countries.
3. The bilateral agreements with Iraq concerning barter trade and
payments facilities.
(2) An interview with the Head of the Teaporary Entry Depart.ent, Mr.
MaRaoued Alatwi, on 30 July 1990.
(3) Ministry of Finance and Custoas: Jordan's Custo.s and Excise Law No.
1, 1962 PP. 1 -20.
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4. The commercial bank loans rediscount facility to exporters.
5. The interest rate on the loans to exporters.
The financial arrangement of trade agreements include the Letters of
Credit and, payment orders for imports, in addition to the Letters of
credit for exports.

In an effort to promote exporting the Central Bank

has extended the short term re - discount and advancement facility of the
Letters of Credit for export from six to nine months. Moreover,

the

interest rate on the advancement of the Central Bank to exporters was
reduced from 6% to 5%.

(5)

The Free Zones Corporation

The Free Zones Corporation was
operation in 1974. The

established in 1973 and came into

function of the Corporation is to establish,

manage and develop Free Zones, in addition to utilizing them in order to
serve

the

exchange

national
transit

economy,

trade

promote

and

encourage

international
export

trade

oriented

exchange,
industries.

Currently, there are three trade zones corporations in operation. One in
Agaba, and the others in Zarka and Queen Alia International Airport.
The

incentives

offered

to

industrial

and

commercial

projects

established in the Free Zones Corporations includes tax holidays for
twelve years, exemptions from import fees, custom duties and other taxes,
in addition to free transfer of capital and profits outside Jordan(4).

(4) The Free Zones
Jordan, 1980.

Corporation

Law and Regulations and Instructions:
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3.4.1.2

Private Sector Institutions

The private sector institutions, which are concerned with export in
Jordan,

are

Association,

mainly

the

Chambers

of

Industry,

the

Jordan

Trade

and the Commercial Banks.

(1) The Cha.bers of Industry and Trade
The Law of the Chambers of Industry and Trade was promulgated in 1949
and was amended in 1961 . The functions of the Chambers of Industry and
Trade include the following:
1 . To collect, tabulate,

and

publish industrial and

to make this data available

to

the

trade data, and

interested parties (i.e., the

members of the Chambers).
2. To participate in the preparation of the laws and regulations
are related

to

the

economy

as

a

whole,

that

and to industrial and

commercial activities in particular.
3 . To

organize

economic conventions

and seminars inside and outside

Jordan.
4 . To act as an intermediary between manufacturers and traders in case
of conflict or disagreement(5).
In respect of exporting, the main function of the Chamber of industry,
is to stamp export invoices and to issue a Certificate of Origin as a
prerequisite

for

the

export

licenses.

Other

functions

include

the

provision of information about potential foreign markets.

(5) Jordan Legislation Encyclopedia, Volu.e 18, The Function of the
Cha.ber of Industry and Trade, No. 14 of Year 1949, and Law No. 21
of Year 1961.
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(2) The Co••ercial Banks and Other Financial Institutions
The financial sector in Jordan is made up of a number of institutions
providing a variety of debt and equity financing facilities.
facilities are provided by

Lending

18 commercial banks, 6 specialised banks, 13

finance companies, 2 investment banks, 33 insurance companies and others.
Al though Jordan is considered to have a reasonably developed financial
sector, short term

financing for export and

equity participation is

relatively underdeveloped.

In other words, export financing is rarely

available and

bank credit facilities is highly restricted.

access to

This might be attributed to

two factors: (1) the high risk

associated

with the financing of export activities, and (2) the inability of many
manufacturing firms to meet the commercial banks' requirements.(6)

(3) The Jordan Trade Association
The Jordan Trade Association is a non - profit making organisation. It
was established in

late

1987 with the aim of expanding and promoting

export products and services. The main functions of the Jordan Trade
Association include:
1.

The

collection

of information

about

export

markets,

and

the

potential opportunities available in these markets. In particular, the
information about: (1) the suitable channel of distribution for products
and services to be
trade law and
products

or

exported to foreign markets, (2) the international

system,
services

(3)

are

the trade law of the countries where the
to

be

exported

to,

(4)

the

standard

specifications required for products and services in foreign markets and,
(5) the prices of the alternative products in international markets.

(6) Unpublished info~ation
3 August 1990.

fro. the Central Bank of Jordan, A visit on
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or with the cooperation of the local and

2. Undertaking directly,

foreign consultancy firms, with regard to

the collection and exchange of

important information, to promote the products

of the private sectors

outside Jordan.
3. Conduct economic studies for the purpose of promoting Jordanian

exports. These studies and their structure should be approved by the
general assembly of the Association.

4. Prepare and distribute special bulletins about the activities of
the Trade Association among their members, hold specialized conferences
and seminars with regard to export activities, and participate in the
.
1 trade fa1rs
'
(7) •
internat10na

3.4.2

The

Export Regulations and Procedures

The main purpose
procedures is:

(1)

behind of

the Government

export regulations and

to control the trade transaction in terms of the

quantity of export and the destination of goods (administrative purpose),
(2)

to prevent smuggling out of any necessary products, in particular

those products which are subsidised by the Government for the purpose of
domestic consumption, (3) to make sure that the product is exported to a
country that it is allowed to be exported to (political reason), (4) to
prevent the smuggling out
restriction),

(5)

to make

of the value of export products (currency
sure

that

the

exporter is qualified for

exemptions of certain fees, and (6) to make sure that the exporter meets
other Government requirements, such as income tax payment.(8)
In accordance with export regulation No.66 of (1974) the exportation
of all

goods outside Jordan are

subject to

(7)

export licenses.

Export

Unpublished infor.ation fro. the Jordan Trade Association, A visit on
29 July 1990.
(8) Unpublished infor.ation for. the Minister of Industry and Trade. A
visit on 2 August 1990.
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licences are obtainable from the Ministry of Industry and Trade for a
revenue stamp of 2 JD to be affixed on the application for the licenses.
However, these export regulations have not ruled out the possibility of
increasing or imposing new fees for revenue purposes, and it may be
necessary sometimes,

to

limit the

exportation of certain items.

The

duration of the license is three lIIonths, and it is not transferable to
(9)
·
another person or f ~rm.

The following procedures lIust be followed by the manufacturer who
wants to export (see Figure 3.1).
Step (1): An

export

invoice

information

about

should
the

be

items

invoice should be submitted

prepared
that

to

are

to provide detailed
to be exported. This

the Chamber of Industry

certified and, accordingly, to

get

to be

a Certificate of origin in

quadruplicate, a copy of which is kept in the Chamber.
Step (2): The

Certificate of

Origin and an invoice should be stamped by

the Ministry of Industry and Trade who will, in turn, issue an
Export Permission in five copies. In this Ministry, the Export
Permission

should

department,

and

Specification

be
then

approved
by

the

by the Head of the Commercial
Director of

the Standard and

department who, in turn, issues a Certificate of

Inspection (i.e., a Quality

Certificate).

Step (3): Before it is to be finally approved by the Director of Economic
Co- operation

and

Industry

and

Trade, it

Director

of the Jordan Commercial Trade Centre. The purpose of

this procedure

is

Promotion
must

department
be

in

the

Ministry of

checked and approved by the

to ascertain whether the exporter qualifies

to be exempted form the export license fees.
(9) Ministry of Industry and Trade: Export Regulations
Trade Publication. ~an).
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Step (4): The

four

documents (i.e., the

Export Permis sion, the

Certificate

Certificate

of

of

Origin,

Inspection,

the

and

the

Export Invoice) should be stamped and approved by the Ministry
of Foreign Affairs.
Step (5): The duly certified copies of all documents must be certified by
the

embassy of the destination country.

Step (6): According to

the

regulations of

the

the exporters must also obtain a bank
payment

by

the

export

requirement

for

Jordanian

Central Bank of Jordan,
guarantee

customers. However,
exporters

for

this

selling

securing
is

not a

by means of a

Letter of Credit. Under the current system of the Central Bank,
the exporter must post a guarantee for the amount of 10% of the
export value of the goods that

the

exporters ' customers

will

pay for the goods.
Step ( 7): Upon
the

the

submission of the said four

certified documents to

Ministry of Finance and Customs, an Export Declaration is

issued. The Customs keeps

copies of all documents. Copies

the Export Declaration will be despatched to the
of Statistics and Income
of Agaba the
by

Tax.

the custo.s, in

checked

and

the Port
inspected

accordance with the accompanied documents.

For obtaining and certificating
the manufacturer has

Departments

On the border, or at

exported merchandise is

of

all the mentioned export documents ,

to pay fees.

Also,

to complete all

the

above

procedures, the manufacturer needs at least three to five days (this
estimation is based on our observation) .

This is not only because of

the large amount of paperwork, but also because of the distances between
the locations of the six institutions which are concerned with the export
procedures (see Figure 3.1).
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3.4.3 The Results of the Initial Interviews
In

the

previous

section,

information

about

several

bodies

of

institutions who undertake export related issues, export procedures and
regulations was presented.

In this section, comments

on

the above by

the chief executives of five manufacturing firms are summarized under the
following subheadings: (10)
(1)

The Govern.ent's Export Procedures

It was noted that

there are a

number of procedures and regulations

that Jordanian manufacturers are obliged to follow
their

products, otherwise,

in order to export

they would not be allowed to sell their

products to any foreign market. These procedures were presented in the
previous section, they include mainly; obtaining a Certificate of Origin,
export

license,

and

Certificate

of

Inspection

and

others.

These

procedures were considered to be superfluous and time - consuming. One of
the interviewees indicated that "the costs of those documents
paper work) are
one needs
signatures

to

not the problem, rather it is the length of
complete

involved

those procedures,

and

many

since

requirements

there

need

to

are
be

(export

time which
a

lot of

followed"

(Interviewee B).
Another one

said (Interviewee E) that: "it is much easier for me to

import rather than to export" and then

he added (Interviewee C) that

wonder, how a new firm or those firms with

"I

little experience could be

involved and encouraged in export activity if the Government intervention
was so very high". Another executive confirmed (Interviewee A) that "if I
want

my firm to be involved in export marketing and to be competitive in

10 Taking into consideration the confidentiality of details with regard
to the interviewees (i.e., na.es. co.panies, etc.) can not be
enclosed in the thesis. However, the researcher posses docu.entation
in this respect.
* Interviewees are labelled here by A, B. C, D, and E.
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international marketing,

the Jordanian Government should simplify all

these superfluous export procedures". He explained that the delivery time
is very critical in capturing opportunities in foreign markets.

(2) Financial Services and Credit Facilities
Whilst Jordan can be considered to have a reasonably well developed
financial system, the conservative nature of the system tends to hinder
Jordanian firms from entering international markets due to:
1. The

scarcity of

bank

financing on

competitive terms for foreign

account receivables, i.e., post export finance.
2. The

limited

facilities

for

financing,

required for

particular

inputs, i.e., pre - export finance.
Al though it might be possible that exporting can be done through a
confirmed Letter of Credit. which is opened in the country of the imports
and confirmed by a local Jordanian bank. which in turn shifts the risk of
non -

payment from the exporter to his bank: "it does not always allow

the exporter to offer competitive

financial terms

to his customers"

(Interviewee D).
According to those executives, it is difficult to get

access to the

banking system. because they re 1y heavily on co lla teral and personal
guarantees. One said "I wonder how small firms or a new firm can finance
its

export

activity

in

the

light

of

the

tough

banking

system

requirements" (Interviewee A).
Furthermore, the export credit guarantee and insurance against non payment risks system is not available in Jordan.

and so many export

transactions are done through a Letter of Credit. which in turn: "hampers
the firm's ability to be more secure about their export transactions with
foreign customers" (Interviewee C).
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The Central Bank of Jordan recently offered a special short term rediscount

facility

procedure,
interest

for

commercial

loans

to

exporters

(under

this

exporters apply to commercial banks for loans at a lower
rate

"5% instead

of 6%"

and

difference). However, not many firms

the

Central

Bank covers

the

can benefit from this facility,

because they are unable to meet the other conditions of the commercial
bank. This may be due to the small size of manufacturing firms, as well
as to the high risk associated with financing export activities (comments
from Interviewees A and C).

(3) Duty Rebates Policy
Two of the executives who were interviewed (A and E) were not aware,
or were unfamiliar with the Duty - Drawback system. Others who knew about
it were not satisfied, because

not only were the instructions of the

drawback system not clear, but also the need to keep records and files
about every transaction was time - consuming. Also, the refund

sometimes

takes time to be made.

(4) Tax Concessions
One of the executives said (Interviewee C) that "the Government of
Jordan used

tax exemptions as an instrument for industrial development

rather than as an incentive for export oriented firms". In discussing the
tax income policy, it appeared that tax incentives were provided for all
firms, whether they did or did not

export.

In accordance with the

Encourage1llent of Investment Law, profit of approved economics projects
are exempted from income and social taxes for a period of 6 - 12 years
(Jordan Five Year Plan,

1986 -

1990). However,

the Encouragement of

Investment Law only concentrated on tax exemptions, and ignored the other
incentives such as reduction of production cost.
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One

executive's

opinion

(Interviewee

B)

is

that:

"although

the

government claims that profits generated from export are exempt from tax,
a high percentage of export for marketing, advertising, travel and other
expenses

connected

authorities,

and

with

more

export

often

the

is

disallowed

decision

by

about

the
tax

income

tax

exemptions

is

arbitrary".
According to one executive's comment: "the inco1lle tax rebate policy
does not really help our industry very much because one has to wait for a
whole year before one realizes how much allowance he will get and how the
allowances are to be distributed on the product policy" (Interviewee D).

(5) Trade Centres and Co. .ercial Attaches
Currently, the Government of Jordan has got only three

Trade Centres

in Iraq, Sudan, and Egypt and four Commercial Attaches in Syria, Iraq,
sudan, and Egypt.

However,

there were no Commercial - Attaches or

representatives for Jordan in European countries. One of the executives
said "the lack of Trade Centres and Commercial Attaches in some foreign
markets

that we wish

to

export

to lIake

us unable

to

enter

them"

(Interviewee A).

(6) provision of Inforaation about Foreign Markets
Several bodies of both

private and public institutions such as the

Chamber of Industry, the Trade Centres and the Trade Association provide
information about overseas markets. In discussing the importance of such
information, it appeared that

essential information is rarely available

about the markets which some firms wish to export to, and sometimes
information available

is out of date (Interviewees A, C, and D).
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the

(7)

Organising of International Trade Fairs and Exhibitions

The

Jordan

Trade

institutions, organise

Centres

Corporation,

in

addition

to

other

and participate in several international trade

fairs and exhibitions with

aims of expansion and promotion of export

products of Jordanian manufacturing firms. In discussing

the importance

of such services, it appeared that these services are important if they
are well

organised in terms of

tillie,

place,

and method of

payment

(Interviewees C & B). However, according to one executive, he said that:
"I have been waiting for more than six months since the last eXhibition*
and I have not received any paYlllent for the goods which were sold at that
exhibition" (Interviewee D).

(8) Exchange Rate Policies

In late 1988, the Government adopted a new policy for exchange rates
as a result of the economic situation. This policy, which floated the
Jordanian currency against the hard currency, was intended to enhance
exporting . According to the executives, the devaluation of the Jordanian
dinar would
regulation

encourage

firms

to

export

more,

but

the Central

Bank

concerning the currency exchange rate was not flexible and

could be described as restrictive.

(9) The Central Bank Guarantee Require.ents
A bank guarantee is needed as proof that the exported product is
received by the foreign customer, and to make sure that money is not
being smuggled out of the country . However, the high cost of the bank
guarantee,

the

short

period of

the

guarantee,

and

the

uncertainty

involved, do not encourage firms to export (comments from Interviewees A
and E) .

*

This exhibition was organised by the Tunisia goveIlJllent in 1989.
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3.4.4
The

A Sua.ary of the Results of the Initial Interviews
major

complaints

of

the

five

managers

in

respect

of

the

government ' s export policies, regulations and assistances are summarised
in the following points:
_ The complexity of the export license requirements (the length of
time and the number of the departments involved).
_ The complexity of the customs clearance process.
_ Inadequate tax incentives.
_ Inadequate

information

about

export

markets

that

firms wished

to export to.
_ The length of the inspection process.
_ Difficulty of the duty - drawback system .
_ The Central Bank regulations concerning the bank guarantee condition.
_ Lack of export credit guarantee .
_ Lack of Commercial - Attaches in the foreign market that firms wished
to export to .
_ The high cost of paperwork which include: (l) export licence (2) bank
guarantee (3) Certificate of Origin and (4) Certificate of Inspection.
_ Lack of knowledge or awareness in respect of some government's export
assistances, such as the duty rebate policies.
_ Difficulty of access to the banking system.
The above complaints are included in our study's conceptual framework
(see chapter 4) to represent some elements of the political environment .
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legal

The purpose of this chapter is two - fold:

(1)

to present the main

purpose of the preliminary in - depth
interviews and its structures, and (2)

to provide some background

information about the export promotion institutions, export policies,
regulations and procedures in Jordan. Also, comments on the Government's
export procedures, policies and assistances by the chief executives of
the five manufacturing firms, are presented.
The variables which were generated from the results of the preliminary
interviews will be integrated in the conceptual framework of this study
to represent some elements of the political - legal environment.
In the next chapter, the main constructs of this
will be elaborated.
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conceptual framework
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CHAPTER FOUR
THE CONCEPTUAL FRAMEWORK FOR
'IlIE INTERNAL AND EXTERNAL DETERMINANTS OF
EXPORT BEHAVIOUR

Introduction
The

intention

framework

for

of

this

chapter

this study,

is

to

discuss

the main dimensions of

the

conceptual

the conceptual

framework, and the expected relationships among these dimensions.

4 .1 The Nature of the Conceptual Fra.ework
In Chapter Two, empirical studies on export behaviour, as well as
the

relevant

theoretical

literature

theories and organisational

on

both

international

behaviour theories, were

integrated to develop a conceptual framework to guide
The framework has tied

together the factors

trade

reviewed and

this study.

(Le.,

constructs)

which are postulated to determine the firm's export behaviour and its
l evel of exporting (see Figure 4 . 1). These factors are mainly derived
form two broad dimensions,

i .e . ,

the firm ' s internal and external

environment . According to the organisational and behavioural theories,
the firm ' s business behaviour (e . g . , Cyert and March 1963) is linked
inseparably to the environment in which it takes place . Therefore, the
firm ' s export behaviour (or the level of exporting) is thought to be a
function of the interaction of the constructs of both environmental
dimensions .
However, the effect of the

external environmental dimension has

been given little attention in previous export studies.

In other

words, the effect of the internal environmental dimension was the main
focus of the previous studies in this field (see Chapter Two).
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The study's framework developed here is based partially on the
Cavusgil and Nevin's model

(I 981).

Their model was composed of four

categories of the internal determinants of the firm's export activity,
they are;

(1)

managerial

aspirations (2) management's expectations

(3) the firm's comparative advantages, and (4) commitment to export
marketing activity (see section 2.3.2 of Chapter Two).
Based upon the studies of organisations and international business,
Cavusgil

and

determinants

Nevin's
of

the

model
export

is

modified

activity

here

(i.e.,

to

the

include
firm's

other

external

environmental measures). These determinants are proposed under two
major constructs; (1) the economic and commercial infrastructure, and
(2) the political - legal environment.

4.2 How It Works
The conceptual framework developed here suggests that the firm's
export behaviour and its

level of

exporting is

thought to be a

function of the interaction of the constructs of the internal and
external environment (see figure 4.1). For exa.ple, the extent of the
firm's commitment to export marketing activity, i.e., the willingness
of the management to allocate resources to export marketing functions
is assumed to be a function of the level of

the managers' perceptions

of their firms' internal and external environmental characteristics
(e.g.,

Wiedersheim

Paul

et

al.

1978,

and

Reid

1981).

These

perceptions interact with the managers' characteristics (i.e., value
system, experience, goals and aspirations) which result in an overall
impression of the desirability of exporting. In turn, the level of
desirability

of exporting (i.e., the

expectations in respect of the impact

extent

of

the

management's

of the achievement business)

is also thought to be a function of the manager's perception of:
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(1) the firm's export capabilities, i.e., the level of confidence of
management with their firm's comparative advantages (e .g., Johnston
and Czinkota 1982 and Schlegelmilch 1986), (2) the firm's domestic
conditions, and (3) the foreign market conditions . In this context,
the favourable perceptions of the foreign market conditions (e.g., the
high expectation of better opportunities
coupled

with

the

confidence

of

in the

management

capabilities to export, the higher it is likely

foreign market),

with

their

firm's

that their firm' will

be committed to export marketing activity, which should result in a
higher level of exporting .

However, if the domestic market conditions

are perceived to be unfavourable at the same time (e.g., the poor
marketing commercial

infrastructure

in the

domestic market),

the

firm's level of exporting might be decreased to the same degree.

4.3

Constructs of the Conceptual Fra.ework
.I.

The constructs of each dimension are presented below and a brief

n

reference is given about the studies which were concerned with them.
Furthermore, the expected relationships among these dimensions are
clearly defined and discussed

throughout the presentation of

each

construct .

4. 3.1

The

Fi~'s

Export behaviour and the Level of Exporting

There are two indicators used separately to achieve the study I s
objectives : the level of exporting and export behaviour.
The level of

exporting

(Le . , the

level of

the firm's

export

involvement) is used to indicate the extent to which a firm depends
upon export marketing activity for its business goals. In other words,

* A full

details about these studies is given in Chapter Two.
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the extent

to

which

a firm

has

adopted

and

implemented

export

marketing activity as an alternative business strategy.
Export studies, such as Axinn ( 1985 ,

1988), Ko lhede ( 1984) and

Sch legelmilch (1983, 1986) indicated that there was no agreement on
how best the level exporting can be measured. However, the most common
measure which has been used as an indicator of the level of exporting
is the export sales level as a percentage of the firm's overall sales
volume .

This

measure is adopted here for the following reasons: (1)

it is readily available, (2) it is a direct expression of the overall
importance

of export

to

the

firm,

(3)

from a national

economic

planners' view - point, the total export volume, which is aggregate of
the

export

level

of

industry,

is

of

primary

concern,

(4)

it

facilitates the comparison of the findings of the present study with
past research in export.
However, the use of this measure is not without disadvantages such
as the time lapse between the use of this measure and the time of the
data collection. In other words, the use of this measure may not be
representative of the level of exporting. Nevertheless, the researcher
believes that

time is not a problem, because any major changes in the

firm ' s environment takes a long time to filter through.
The fir'll' s export behaviour is used here as an indicator for the
differences between exporters and non -

exporters on the basis of

their environmental measures (internal and external). In other words,
why are some firms involved in exporting and others are not.
Although
dichotomous

this

measure

categories

"n

(i.e.,

export

behaviour)

is

used

in

(i . e., exporters vs . non - exporters), it is

adopted here for the following reasons:

*

This measure was used by many studies in this field, such as
Cavusgil and Naor 1987, Daniels and Goyburo 1976, Tesar 1977, and
Layton and Dunphy 1970 .
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(1) To
and the

facilitate the comparison between the results of using it
results of using the other measure

(i.e.,

the

level of

exporting). This comparison will help the public policy - makers to
formulate appropriate export promotional programmes for enhancing the
level of exporting and encouraging other firms to become involved in
exporting.
(2) Understanding the differences between exporters and non exporters is of primary concern not only to the government, but also
to the potential exporters who wish to enter foreign markets. This
comparison will help them to identify the types of changes which
should be implemented within their organisations in order to become
involved in exporting.
(3) To facilitate the comparison between the findings of this study
and

the

findings

of

previous works

in

this

field

(i.e.,

export

behaviour).

4.3 . 2

The Constructs of the

Fira 's Internal EnviroImental Di.ension

In the literature of the theory of a firm,
dimension is described as

a function

of

the firm's internal

the management's goals,

policies, abilities and position with past and present activities
(Cyert and March 1963). In the

empirical export marketing behaviour

studies, Cavusgil & Nevin (1981) have

advanced four broad categories

for the firm's internal determinants . They include:

(1)

managerial

goals and aspirations, (2) management's expectations, (3) the firm's
comparative

advantages,

and

(4)

commitments

to

export

marketing

activity.
These

above

constructs,

to

some

significantly related to the export

extent,

were

found

to

be

behaviour (see section 2.3.2 of

Chapter Two). However, the types and the directions of relationships
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among these constructs of internal determinants have not been well
specified in previous studies.

In particular,

Cavusgil

and Nevin

(1981), in their export marketing behaviour model, did not define the
types of relationships among the variables called 'background', i.e.,
the

firm's

differential

advantages

and

its

level

of

managerial

aspirations. Therefore, the aim of the present study is to find out
empirically the impact of the interaction of these constructs upon the
firm's export behaviour, as well as its level of exporting.
In this study, the socio - demographic characteristics of decision
_ makers have been added as
dimension,

a

fifth

construct for

the

internal

because the firm's desire to export is assumed to be a

function of the manager's value system, experience, and aspirations
level, etc. (see for example, Reid 1981).

4 . 3.2 . 1 Managerial Goals and Aspirations Level
The concept "aspiration" is introduced to decision - lIIaking theory
by psychologists; and it is widely discussed in the theory of the firm
(Cyert

&

defined as

March 1963) • This behavioural concept
a determinant of

of aspirations is

risk - taking behaviour (McGuire 1964).

Siegel (1957), who based his discussions of aspiration level on the
work of Kurt - Lewin, viewed aspirations as "a person's utility of the
goals in question". Another behavioural scientist

emphasised

the

aspirations level as "the value which the individual places upon the
achievement of the goals rather than upon its utility"

(Atkinson

1957) •
Regardless

of variations in definitions, the implications of this

construct (i.e . , managerial aspiration) put forward by Cavusgil (1976)
were that decision - maker's preferences for basic business goals such
as profit, growth, or the importance he places upon the achievement of
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each goal is a direct determinant of his decision - making behaviour.
Empirical studies supported this by reporting a strong relationshi p
between export behaviour and the level of managerial aspirations to
such goals growth, profit and security (see section 2.3.1.2.1 and
Table 2.2 in

Chapter Two). Therefore, the strength of importance that

is placed upon the achievement of the basic business goals, such as
growth, security, and profit, is more likely to explain the variations
of the firm's export behaviour. For example. Cavusgil and Nevin (1981)
found a strong relationship between the firm's export behaviour and
the managerial keenness in pursuing basic business goals, such as
growth and profit. However, previous empirical export studies did not
investigate the type and the direction of the relationship between the
managerial aspiration level and other constructs developed here in
respect of the firm's export behaviour and its level of exporting.
The managerial goals and aspiration

level

are

constructed and

measured here in terms of the importance that the decision - maker
places upon the achievements of each of the following exporting goals:
(1)
(2)
(3)
(4)
(5)
(6)

4.3.2.2

Improving the firm's market position
Increasing the firm's overall profit
Securing steady growth for the firm's product (stability)
Reducing the cost of production
Increasing the sales volume of the firm's exporting products
Developing the firm's market strategies.

Manage.eDt's Expectations

The effect of management's expectations on business behaviour has
been recognised and emphasized by many researchers in macro - economic
literature, as well as in the theory of the firm. There have been
several attempts to measure empirically the significance of the impact
of the management's expectations (e.g., Bilkey 1978, & Cavusgil and
Nevin 1981). In the theory of the firm.
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Cyert

&

March (963) have

included the "theory of expectations" as one of four major elements of
the behavioural model of the firm.
In export marketing behaviour, management's expectation is viewed
as the decision - makers subjective evaluations of the profitability,
riskiness, and costliness of exporting (Cavusgil 1976), and is based
upon the decision maker's own or other firms' experiences, as well as
their perceptions of the potential impact of the constantly changing
environment of international markets (e.g., Bilkey

&

Tesar 1977 and

Cavusgil & Nevin 1981).
Several researchers have reported a strong relationship between the
management's expectations and the firm's export behaviour (for more
details, see section 2.3.1.2.1 of Chapter 2). But they did not specify
any relationship between the construct of management's expectations
and other constructs of the present study's model in respect of the
level of exporting.
Therefore,
effect of

the aims of

this study are:

(1)

to investigate the

the interaction of the management's expectations level and

the other constructs of this study's model upon the firm's export
behaviour (exporters vs. non - exporters) and its level of exporting,
(2) to

find out whether the existing relationship between the level

of exporting and the

management's expectations can be extended to the

firms investigated here.
Based on the review of export marketing literature, the elements of
management's

expectations level can be constructed in terms of the

Dotives

and

for,

the

benefits

of

exporting,

the

perception

of

riskiness, and the perception of export operational obstacles (i.e.,
these obstacles which are mainly related to the firm's inability to
undertake

export

relevant variables

marketing

activities).

These

elements

and

the

can be seen in Table (4.2). However, it is worth
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Table (4.2)
The Ele.ents of Hanage.ent's Expectations*

I

Influencing Variables

1. Motives for, and the benefits

of exporting to the firm
- Overcoming instability demand on the
local market.
- The expectations of management with
regard to the effect of exporting
upon the firm's annual sales (growth).
- Preventing dependency on the local
market.
- Overcoming competition on the local
market.
- Using the firm's excess production
capacity.
- Overcoming the small size of the
domestic market*.
- The expectations of management with
regard to the effect of exporting
on the firm's profits.
- The expectations of top management
with regard to the effect of exporting
on the firm's security (stability).
- Benefiting from the government's
export assistance.
- Keeping pace with local competitors
we wish to export to.
- Better opportunities for our products
in the foreign market.
2. Perception of riskiness
-

*

Exchange rate risks*
Transportation risks
Production risks
Collection on foreign credit sales
Political risks or instability

Sources: These variables have been selected from several empirical
studies on export behaviour (see sections 2.3.1.2.3 and 2.3.1.2.2
of Chapter Two). However, while some of th~m had been modified,
others* were developed by the researcher 1n order to suit the
reality of the export situation in Jordan.
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Table (4.2) continued .•••

4. Perception of export
obstacles
- Difficulty in obtaining sales
representative.
- Difficulty of pricing the product
in the foreign market.
- Difficulty of maintaining control
over foreign middlemen.
- Inability to provide follow up services
to overseas customers.
- Inability to provide credit facility
to foreign customers.
- Difficulty in collecting money on
foreign sales.
- Insufficient knowledge of communicating
with overseas' customers.
- Difficulty of locating the demand
for our products.
- Lack of personnel expertise for
handling export tasks.
- Inability to establish distribution
systems in foreign markets.
- Size of production*.
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mentioning that some of

the variables of the management's expectation

have been modified, and others have been developed by the researcher
in order to suit the reality of the export situation in Jordan.

4.3.2.3 The Fir.'s Co.parative Advantages
The term "Comparative Advantage" or "Differential Advantage" is
related

to

the special

characteristics

comparison to other firms.
several

that

a firm

possesses

in

In export marketing behaviour studies,

researchers have sought

to

explore

the set of

a firm's

characteristics that seemed to facilitate a firm's export marketing
invo I vement (for more details, see sections 2.3.1. 2.2 and 2.3.1. 2 • 5
and Tables 2.3 and 2.7, Chapter 2). These advantages (characteristics)
are

derived

features,

from

the

nature

technological

of

the

orientation,

firm's

managerial

knowledge, in addition to such things such
products,

technically

superior

capability,

product

experience

and

as competitively priced

production

methods,

marketing

techniques and proximity to the market (e.g., Tesar 1977, Cavusgil
1976, Kolhede 1984, and Schlegelmilch 1983, etc.).
The effect of a firm's differential advantages were found to be
significantly

related to the firm's export behaviour (e.g., Cavusgil

and Naor 1987). It has been indicated in previous studies that a
firm's

possession

decision -

of

such

unique advantages, and the extent of the

maker's confidence in

them would contribute

to

their

willingness to consider export marketing as an alternative possible
strategy. In other words, the uniqueness of

advantage may serve as

"initiation- evokers" for firms that are experimenting with exporting
(Wiedersheim - Paul et al. 1978). However, they are inSignificant by
themselves
example,

(i.e.,
empirical

taken

separately)

findings

on
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to

initiate

exporting.

For

the relevance of a firm's siZe as a

Table (4.3)
The Ele.ents of the Fira's Co.parative

I

~

Advantages ~

Influencing Variables

1. Firm's demographic
1.1 Size
- Number of employees
- Size of the capital assets
- Total gross sales . volume
1.2 Experience
Number of years in business
Number of years in exporting
2. Technological strengths
The superior product equipment
The superior production methods
3. Product characteristics
Product uniqueness
- Product quality
Product competitive price
4. Market competitive
-

*

The ability to modify the product
Ability to offer special discounts*
Proximity to foreign market
Ability to hire highly skilled labour
Ability to modify organisational system
Strength of management
Reputation*
Firm's technological standard level

Sources: These variables were borrowed from several export studies
(see section 2.3.2.7 and Table 2.3 of Chapter Two). Other* variables
were developed by the researcher.
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source of differential advantage for export behaviour have been mixed,
because the larger size firm allows for a greater availability of
financial,

production and

managerial

resources

1981) . Therefore, the relationship which
and export behaviour, but

(Cavusgi1 & Nevin

appears is not between size

between the various advantages which are

associated with the larger size firm and export behaviour. For more
details

about

the

findings

of

the

impact

competitive advantages, see section 2.3.1 . 2.2

the

other sources

of

of Chapter Two.

The aims of this study are: (1) to investigate the impact of the
interaction of the firm's comparative advantages and other constructs
of this study ' s model developed here upon the firm's export behaviour
and

the

level

of

exporting

relationship between

(2)

to

explore whether the

existing

the firm's level of exporting and the elements

of the firm ' s comparative advantages can be extended to our study's
investigation . These elements and

the relevant variables that

are

related to the firm ' s comparative advantages are constructed in terms
of

four sources of comparative advantages,

demographic (2)

product characteristics

(3)

they are;

(1)

firm's

technological strengths

and (4) market competitive strengths (see Table 4 . 3) . Being aware that
some of the variables of these elements have been modified by the
researcher in order to suit the current export situation in Jordan.

4.3 . 2 . 4 The Fira ' s Co. .it.ent to Export Marketing Activity
The

term "commitment"

is

viewed as

the

extent of

the

firm's

allocation of resources, as well as the willingness of the management
to adapt their organisational and marketing policies to foreign market
conditions (e . g.,

Kolhede

1984).

The

effect of

the

"management's

commitment" upon the export behaviour is recognised and emphasized by
_any researchers . They assert

that a favourable orientation , keen
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interest,

willingness

to

allocate

resources,

organisational and marketing mix policies

and

to meet

to

adapt

foreign market

conditions are important determinants of export marketing involvement
among firms (e.g., Pinney 1970; Khan 1975; Schlegelmilch 1983, 1986,
Kolhede 1984, Cavusgil & Nevin
&

Bauerschmidt 1990; Aaby

&

1981; Kaynak & Kothari 1987;

Slater 1989; Walters

&

Sullivan

Samiee 1990; and

Gellunden 1991).
Involvement in export marketing requires that a firm devotes human
and financial resources as well as management willingness to carry out
tasks that are new to the firm, and for building the infrastructure of
export marketing.

Foreign market

potential needs

policies regarding export marketing need

to be

assessed,

to be formulated, production

for foreign markets need to be planned, new staff need to be hired and
trained, and so on.
Although the commitment of top management, in terms of the extent
of resources allocated for exporting, was found to be significant in
determining the firm's export behaviour, there is still an argument as
to whether such a relationship can be confirmed in the present study's
investigation. It is believed that the degree of the firm's commitment
to export marketing activities is

not widespread among the

firms

operating in developing countries such as Jordan.
As far as the degree of the commitment is concerned, there is a

need to find out the effect of the interaction of the management's
commitment to export activity and other constructs of this study's
model upon the firm's export behaviour and the level of exporting. The
relevant variables that are related to the firm's commitment to export
marketing activity are presented in Table (4.5).
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Table (4.4)
The EleBents of the Firm's COmJitment to Export
Marketing Activityn

I
1.

Influencing Variables

Willingness to change
- Willingness to modify product
policies to foreign markets.
- Willingness to modify organisational
and control system .
- Willingness to change pricing policies
to foreign markets.
- Willingness to modify distribution
policies to foreign markets .

2. Export marketing activities

-

Participating in international trade
fairs.
Constantly seeking export opportunities*
Planning systematically to explore
foreign markets.
Promotion of products in foreign markets
Having a formal policy for handling
several export activities.
Using export research.
Sending sales representative to foreign
markets*.
Carrying out a systematic research of
possibilities in exporting.

* Sources: These variables were derived form several empirical studies
of export, see section 2. 3 . 1 . 2. 4 and Table 2.4 of Chapter Two. Other
variables* were developed by the researher.
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4.3.2.5 The Socio - De_ographic Characteristics of Decision - Makers
In export marketing behaviour studies, the decision - maker's socio
demographic
level,

characteristics

such as

age,

experience,

education

and proficiency in foreign languages, are found to be critical

not only to export initiation, but are also significantly related to
the firm's

export behaviour.

However,

these

are

insignificant

by

themselves (acting separately) to initiate exporting. Empirical export
arketing studies produced conflicting findings with regard to each of
these characteristics (for more details, see section 2.3.1. 2.5 and
Table 2.7, Chapter 2). This might be related to the fact that these
characteristics were

investigated separately

(i.e.,

as

a

constant

factor) rather than as concomitant variables (i.e., as a group).
Therefore,

it

is

expected

that

these

characteristics

of

the

decision - makers taken together are more likely to have a larger
impact on the firm's export behaviour (exporters vs. non - exporters)
and the level of exporting than taken separately.
This study aims to
between the firm's

find out whether there is any relationship

level

of exporting and the decision - maker's

demographic characteristics among the firms investigated, and to find
out whether there is any relationship between the decision - makers'
characteristics (taken together) and other constructs of this study's
model

upon the firm's export behaviour (exporters vs. non-exporters).
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Table (4.5)
The Socia - De.ographic Chara~teristics
of Decision - Makers
n

Influencing Variables

I
1. Demographic Characteristics
-

Age

2. Education Background
- Level of education
- Proficiency in English
language skil ls
3. Experience

Number of years in business

* sources:

These variables were derived form several empirical export
studies, see section 2.7 of Chapter Two.
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4.3.3

The Constructs of the

Fina's External Environ.ental Di.ension

As we indicated in Chapter Two empirical export studies with regard
to the effectiveness of the
export behaviour

and

its

external environment

level

of

upon the

exporting are

still

firm's
few

and

fragmented . Therefore, much of work here is based to a large extent on
the firm's organisational and economic studies. The firm's external
environmental dimension is proposed under two major constructs:
(1) The economic and

commercial infrastructural environment

(2) The political and legal environment.
The purpose of this study is to explore empirically whether there
is any relationship between the firm's external environmental measures
and its level of exporting . Also,
interaction of the

to find out the effect of the

internal environmental measures and the external

environmental measures upon the firm's export behaviour (exporters vs.
non - exporters) and its level of exporting.
4. 3.3.1 The Econo.ic and Co_ercial Infrastructural Envirorment
Based upon a

review of

the

economic

environment of a country tends to have
activities and the practices
Keegan 1984) . Therefore,

literature,

the

economic

a greater impact on the firm's

which are required to be done (e.g.,

one could expect that

the firm's

export

behaviour can be viewed as a result of the economic conditions that
exist in its

environment .

It was found by studies of international business

that orientation

towards the foreign market is somewhat related to the domestic market
conditions (Rao et al.

1990). In other words, the do.estic .arket

conditions may serve as external "initiation - evokers" that cause the
firm

to move or

to

consider the

foreign

markets as

a

possible

alternative strategy . These domestic market conditions include:
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the

size of

the

local market in terms

of

population and income per

capi tal, pat tern of demand and consumptions, degree of competition,
availability

&

quality

of commercial infrastructure, availability

&

quality of resources (raw material), the technological development, in
addition to other economic indicators such as inflation rate, exchange
rate,

interest rate and so on (e.g., Cateora and Hess 1987,

and

Terpstra 1988).
On the other hand, these economic conditions may act as a hindrance
for firms

wishing to be involved in export marketing. For example,

while the small size of the domestic market in terms of population or
the income per captia may cause the firm to move into other markets,
the inadequate commercial

infrastructure of

the

local market may

hinder its ability to be competitive in foreign markets, which in turn
affects its level of exporting.
Based on the consequences of the preliminary interviews which were
undertaken with the initial respondents of this study survey (see
Chapter 3), the domestic market conditions of Jordan, where the study
has been conducted, are expected to have a negative effect on the
firm's export behaviour. Despite

the fact that Jordan has a small

douestic market, in terms of population and income per capital, which
might encourage firms to become involved in exporting (see section
1.7.2

and

Table

1.1,

Chapter

One),

the

inadequate

commercial

infrastructure, the low quality and shortage of raw material,

and

other economic indicators, such as inflation rate, exchange rate are
very likely to effect their level of exporting negatively.
Therefore, this study aims to explore
market conditions
vs. non -

the effect of the domestic

upon the firm's export behaviour (i.e., exporters

exporters) and the level of exporting. Furthermore,

the

study aims to find out whether there is any relationship between the
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Table (4.6)
The

Ele.ents of the Econo.ic and co~ercial
infrastructural Environaent
n

I

Influencing Variables

1. The Domestic Market Conditions
1.1 The Commercial Infrastructure
-

Availability of transportation
Availability of information
Availability of warehouse facil i ties
Ease of access to financial institution
Availability of communications
Availability of export credit*
insurance
Availability of effective trade*
companies
The cost of warehouse*
The cost of highly skilled labour
The cost of communication
The cost of transportation

1.2 Raw material resources
- Availability of raw material*
- The quality of raw material*
- The cost of raw material*
1.3 Other domestic market
indicators
- The domestic market demand
- Degree of competition in the
dOllies tic market
- The interest rate*
2. Foreign Market Conditions

-

Degree of competition in the
foreign markets
Geographical distance
Government's trade restrictions
The political stability*
Business practice in foreign
lIarkets

* Sources: These variables have been selected from several empirical
studies on export behaviour (see section 2.3.2.1 of Chapter 2).
However, while some of them had been 1I0dified, others* were
developed by the researcher in order to suit the reality of the
export situation in Jordan.
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domestic market conditions and the other constructs of this study
model which developed here upon the firm's export behaviour and the
level of exporting.

The variables

related to

the domestic market

conditions are presented in Table (4 . 6).
The effect of

foreign .arket conditions on the

behaviour, and its level of

exporting

firm's

export

may also take two forms: as a

otivator or as a barrier. For example, while the attractiveness of
the conditions of foreign markets may

serve as a motivator for firms

to be involved in, such as the availability of high demand or expected
good marketing opportunities, the restrictions imposed on dealing with
these lIarkets may act

as a hindrance for those fims wishing

to

operate there . In this study, it is expected that the foreign market
conditions

to have a greater effect on the firm ' s export behaviour

and its level of exporting.
To summarize, the purpose of this study is to find out the extent
to

which

the firm ' s export behaviour. and its level of exporting

can be explained by the foreign market conditions, and whether there
is a positive or negative relationship between the foreign market
conditions and other constructs of this model upon
exporting and

export behaviour.

The variables

the level of

related

to foreign

.arket conditions are presented in Table (4 . 6) .

4.3 . 3 . 2 The Political - Legal EnviroDllent
It

has

development

been

stated

that

a

country's

economic

structure

and

is a reflection of its political - legal environment

characteristics (Keegan 1984) . The international business literature
as well as the economic literature assessed that the political forces
of a given country tend to have a greater impact upon many aspects of
business and economic behaviour . It tends to determine the extent of
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freedom in which firms are committed to conduct
their

pursuance

of

business

goals.

their business in

Therefore,

the

degree

of

government intervention on the firm's activities is very likely to
determine their business behaviour.
In export marketing behaviour,

the Government interventions can

take two forms, as a hindrance or promoter. Whilst the Government can
act as a hindrance through
quota,

legislation,

a number

procedure

of restrictions, such as tariff,

requirements,

such

as

licence

and

inspections, and so on, it can act as promoter through its actions in
the

area of

tax

incentives,

trade

agreements,

free

trade

zones,

provision of information and so on.
As far as the effect of the Government's policies and procedures
with

regard

to

export is concerned, the Government of Jordan has

adopted several export policies recently in order to enhance and to
facilitate the level of exporting. Policies which resulted from this
preliminary study interviews are;
discount

programme,

trade agreement po licies,

credit

devaluation of the Jordanian currency against

foreign currencies, the temporary - entry system, the income rebate policies, free system,

the

tax

trade zones facilities, the duty - drawback

provision of

information

services (e.g., trade fairs) through

and

provision

of

managerial

private institutions, such as

the Chamber of Industry and the Trade Centre.
This study will attempt to find out if there is any relationship
between the firm's level of exporting and the degree of importance
attached to the Government's export policies among firms. It will also
try to investigate whether there is a significant difference between
exporters and non - exporters in terms of their evaluations of these
Government's export measures.
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Table (4.7)
The Ele.ents of the Political - legal Environ.ent

I

*

Influencing Variables

1. The government's export
assistances
-

The trade agreement policies
The export credit discount
The duty - drawback system
Provision of information
Managerial services
Free trade zone facilities
Devaluation of the JD
The Temporary Entry system
The government tax policy

2. Knowledge or awareness
of the government's export
assistances policies
-

Free Trade Zones facilities
The duty - drawback facilities
The export credit discount
The managerial services
such as trade fair services
- The temporary entry system
- The Chamber of Industry services

3. The government's export
procedure and assistances
related problems
-

The customs export clearance process
The export license requirements
The inspection process
The cost of export documents
The duty - drawback instructions
The high import duties imposed on
spare parts of production
- The bank guarantee requirement
- Inadequate tax incentives
- The lack of Commercial Attaches

*sources: All of these variables have been developed by the researcher
through the preliminary interviews, see Chapter Three.
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It is expected that the degree of the decision - maker's awareness
and knowledge of these polices and assistances could

result from the

Government's attention in export promotion. Therefore, this study also
aims to find out whether there is any relationship between the firm's
export behaviour and the degree of the decision - maker's awareness
and knowledge of these export policies.
On the other hand, the Government's policies and procedures with
regard to export marketing are not without criticism, The results of
the preliminary interviews with the initial respondents of this study
showed that there were some complaints about them (for more detail see
Chapter 3) . The major complaints about them were: the complexity of
the customs export clearance process, the complexity of the export
licence

requirements,

the

length

of

the

inspection

process

for

exported products, the complexity of currency exchange procedures, the
high cost of export documents, difficulty in the duty - drawback
system,

the

high

duties

imposed on

the spare

parts needed

for

production equipment, inadequate information about foreign markets.
inadequate government tax incentives, and the lack of export credit
guarantees system against non - payment risks .
This study will attempt to explore the extent to which these
problems

regarding

the

Government's

policies

and

procedures

are

determining the firm ' s export behaviour and the level of exporting,
and

to

find out

construct

(i.e.,

whether there
political

constructs of this
level of exporting .

is any
legal

relationship between this

environment)

and

the

other

model upon the firm I s export behaviour and the
The variables

presented in Table (4 . 7) .
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relating to

this construct

are

Suwaary
In this chapter, the conceptual framework for this study has been
established through the integration of the factors that are assumed to
govern the firm's export behaviour (exporters vs. non - exporters) and
its level of exporting. Two broad dimensions are constructed to be
related to the firm's export behaviour and its level of exporting,
i.e.,

internal

and external

environment.

The

constructs of

each

di.. ension and the expected relationships a1llong their constructs we r e
discussed.
Table (4.8)

represents a

sum1Jlary of the expected

relationships

investigated in this research . The generalised relationship stipulates
that the level of exporting as expressed in terms of the export sales
ratio is a function of the interaction of the internal variables and
the external variables. The relationship is also applied to the firm's
export behaviour (exporters vs . non - exporters). The combinations

of

these relationships represent the present study's framework, they are:
(1) The level of exporting / export behaviour is a function of the
internal variables.
(2) The level of exporting / export behaviour is a function of the
external variables.
(3) The level of exporting / export behaviour is a function of the
interaction of the internal
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and external variables.

Table (4.8)
The Study's conceptual Fra.ework
Relationships: Sua.ary

1. The Di.ensions

of the Study's Fra.ework

1.1 The Level of Exporting = export sales ratio
Export Behaviour = exporters vs. non - exporters

1.2 Internal Dimension

=

1.3 External Dimension

=

- Managerial goals and aspirations level
- Management's expectations
- The firm's comparative advantages
- The firm's commitment to export
- The decision - maker's Demographic
characteristics
The political - legal environment
- The economic and infrastructure

2. The Level of Exporting I Export Behaviour
1.1

Level of exporting
Exporters vs. non- exporters

Internal dimension

1.2

Level of exporting
Exporters vs. non- exporters

External dimension

Internal dimension

I

I

~~

1.3

Level of exporting
Exporters vs. non- exporters~~~------------------~
External dimension
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CHAPTER FIVE
RESEARCH DESIGN AND DATA COLLECTION

Introduction
The intention of this chapter is to explain the selection of an
appropriate research design and data collection methods. This chapter
represents the main constructs of the research and is divided into
seven sections (see figure 5.1).

5.1 Evaluating the Alternative Data Collection Methods
The data required for
types: secondary

this study is categorised into two main

and primary data.

Secondary data is defined as "data already collected and published
for purposes other than the specific research needs at hand" (Kinnear
& Taylor 1991).

In addition to the saving in time and cost over

primary data, secondary data also has other advantages, which include:
(1) Helping to understand the problem under investigation
(2) Suggesting improved methods to tackle the problem
(3) Providing comparative data by which primary data can be
interpreted and evaluated more meaningfully (Aaker & Day 1986).
The secondary data used in this research were the Government Census
and

other

publications

giving

patterns, distribution and the

the

external

trade

size,

trade

structure of the industrial sectors

which were selected for this study. These data were used to gain
insight

into

the

export

position

in

Jordan,

and

to

assist

in

identifying those sectors which show high export potential.
The other secondary data used in this study related to the existing
literature concerned with the research problem. The purpose of using
those sources of information was to have a better understanding of the
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Figure (5.1)
Research Design Process

Evaluating the Alternative
Data Collection Methods

Deciding on the Appropriate
Method for this Research

Deciding on the Appropriate
Scale of Measurement

Questionnaire Development

Selecting on the Appropriate
Respondent Target

~

Data Collection Method

~
Preparing Data for Final
Stage
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problem, and to determine the required data and the suitable method
for data collection.
However, in spite of its importance, and the necessity for using
it, as mentioned above,

it was found that secondary data was not

sufficient to solve the research problem. This was due to the major
limitations of the secondary data, which related to finding the most
suitable and the accurate data.
As mentioned in the first chapter, the problem investigated in this
study has not been undertaken before in Jordan,

or in any of the

Middle Eastern countries in a similar economic position. Marketing
research in general, and export marketing research, in particular, are
very rare in Jordan. There is a lack of recorded data.
(1985) points out: "Marketing is the
enterprise

EI-Ansary

.ost neglected function

of Middle Eastern Countries". Also,

in

the

Drucker (1958) noted:

"In less developed countries, .arketing and .arketing channels are
often neglected". Amerah

&

Samdi (1979) noted: "Marketing in Jordan

has been neglected, unfavourably evaluated & that its role in econo.ic
develop.ent and in pro.oting exports has not been appreciated yet",
Therefore, and in spite of the cost in money and time, there was no
alternative but to conduct a field study to collect the primary data
required for this study.
Pri.ary data can be obtained through experimentation, analogies and
respondents

(Kinnear

and

Taylor

1991).

The

experimentation

and

analogous methods were unsuitable because the limits of time

and

budget . Thus, the respondents method was chosen.
Parasuraman (1986) classified the primary data collection
into

two

broad categories: questioning and observation.

methods
In the

questioning approach respondents play an active role, while in the
observing

approach

respondents
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do

not

directly

interact,

or

Figure (5.2)
The Process of Selecting the Appropriate Type of Data
and the Appropriate Data Collection Method

Type of Data

Type of Data Evaluation

Primary Data Respondent
selected

Evaluation

Communication Method Selected
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communicate

with

the

researcher.

The

communication

(questioning)

approach was considered more appropriate method for this study because
of time limitations and also the numbers of and types of variables
that needed to be measured.
A key strength of the observation method is that it is more likely
to

provide

more

accurate

data,

since

distortions

deriving

from

respondents will be much lower than in studies employing questioning
methods. Questioning methods are also less convenient for respondents,
and require the need to secure their co- operation (Parasuraman 1986).
However, Kinnear and Taylor (1991) suggest that these limitations can
be controlled by properly designing the data collection instruments.

5.2 Deciding on the Most Appropriate Type of Questioning Methods
There are

three

main questioning

telephone interview, and

methods:

personal

interview,

postal interview.

The telephone interview method was eliminated from the

outset,

because it had to be shorter than other two alternative methods, and
the level of co-operation of the respondents was likely to be lower
than free to free contact.
In

this

research,

the

personal

interview

questionnaire

was

preferred to the postal interview alternative, although it was more
expensive, and probably more biased, because of the influence of the
interviewer.

Tbere are seven .ajor reasons for this decision:
(1) The postal survey questionnaire would almost certainly remain
unanswered by the firms in Jordan, due to a general lack of acceptance
and familiarity with this means of gathering information, combined
with a cultural reluctance to give written information to an unknown
person.
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Figure (5.3)
Deciding on the Appropriate Co. .unication Methods

I

Communication Methods

.l

a

I
. .L

I...

Telephone
Interview

Personal
Interview

Postal
Interview

\ l.o

,.

Evaluation

I

...
1/

-

~I .

Personal Interview
Selected

...
The Interview Structure
and Directions

_I

.1

J

J.

Structured
Direct

Structured
Direct

Unstructured
Direct

Unstructured
Direct

I

I

I

Evaluation

'"
Structure - Direct
Interview Selected
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(2) The personal interview questionnaire permitted us to ask a
relatively larger number of questions. Clarification and follow up
remarks were also possible to supplement the knowledge gathered.
(3)

One of

the

purposes of

this questionnaire was

to

obtain

information coded by some firms "confidential" or classified, such as
annual sales, export ratio, number of countries exported to, and so
forth. This type of information is less likely to

be secured by the

postal questionnaire.
(4)

The

interview

personal

questionnaire

better

allows

clarification of the meaning of terms or misunderstanding.
(5)

The

appointments

were pre

-

arranged

by

telephone

calls

directly with the persons concerned. Thus, by personal interview, we
derived a relatively higher percentage of response, about 73.6% of the
population surveyed.
(6) Identity of the respondent could be ascertained, and we could
also obtain general information about the respondent.
(7)

Furthermore,

it

was

expected

that

people

would

be

more

forthcoming in face to face interviews. In fact, in the preliminary
interviews, the interviewees indicated that were more comfortable with
personal contact more than indirect approaches.
The

disadvantage

of

a

personal

interview

using

direct

questionnaires are relatively limited . The most important disadvantage
is

the

danger of personal bias.

This potential disadvantage was

limited by presenting the respondent with the questionnaire and asking
him to complete it by himself (with the interviewer present).

5.3 Deciding on the Appropriate Structure of the Interview
There

are

two

broad

types

of

interviews:

structured

unstructured, or standardised and unstandardised (Kerlinger
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and

1986).

Structure

was

defined

by

Churchill

(1987)

as

the

degree

of

standardisation imposed on the questionnaire. Directness is the amount
of

knowledge

about

the

purpose

of

a

study

communicated

to

a

respondent.
The structured - direct technique is used in this research. This
technique necessitates the questions being presented with exactly the
same wording, and in exactly the same order to all respondents. The
reason for standardisation is to ensure that all the respondents are
replying to the same questions (Churchill 1987). The major advantage
of using the standardised - direct interview, is that it is simple to
administer and easy to tabulate and analyse.

5.4 Deciding on the Do.ain of Respondents
As

discussed in the previous section, it was decided that a field

study was necessary for the current study's objectives. Because this
study is

mainly

concerned with

behaviour of manufacturing firms,

the investigation
firms

of

the

export

engaging in any business

outside this industrial category were excluded from the study, such as
agriculture products or services.
The survey units in this study were the individual manufacturing
firms of exporters and potential exporters. The decision of the choice
of the individual firm as a focus for study derived from the nature
and the objectives of the study. In other words, the investigation was
conducted at the micro level.
Furthermore, the choice of the individual manufacturing firm as
unit for the field study was supported by

the theory of the firm.

For example, Cyert and March (1963) suggested that;
"the individual fin is a unit which coordinated and undertook
critical aspects of econo.ic activity".
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The identification of the individual manufacturing firms in the
country (Jordan) was done by obtaining names of all firms, as well as
their addresses, from a
as

the

Chamber

of

variety of private and public sources, such

Industry,

the

Trade Centre,

the Ministry

of

Commerce, and the Central Bank of Jordan. These sources were reviewed
in order to identify the type of industrial sector, and the range of
the number of firms in each sector.
Restrictions of time and financial resources made the inclusion of
all finns

impossible.

It

was decided to choose certain types of

manufacturing sectors for the current study. On the basis of the
study's objectives, and the data analysis techniques to be employed,
two conditions were considered in the selection of
nUlDber of these sectors. These conditions were:

(1)

the type and
the industrial

sector must exhibit a high export potential and contains a substantial
number of

exporting firms,

and

(2)

their

relative

importance

to

Jordan's economy must be shown to be high. The relative importance of
each sector is measured in terms of its contribution to the GNP (Gross
National Product), see Chapter (1).
Based upon the two above conditions, six major industry sectors
were selected for the field of this study. They were: Engineering,
Clothing, Supply,

Plastic and Leather,

Chemical and Chemist,

and

Construction.
The total population of the firms in aU the selected industry
sectors

constituted

manufacturing

firms

526 firms which represented about 70% of all the
in

the

industry

sectors

in

Jordan.

The

distribution of firms in the selected industry sectors is presented in
Table (5.1).
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Table (5.1)
The Do.ain of the Study's Respondents
According to the Type of Industrial Sector
Nu.ber of Fins

Na.e of Sector

Percentage

Engineering Industries
Clothing Industries
Chemical & Chemist Ind.
Construction Industries
Plastic & Leather Ind.
Supply Industries

94
159
46
78
59
90

17.9
30.3
08.7
14.8
11.2
17.1

Total

526

100.0

5.5 Deciding on the Appropriate Key Respondent Approach
The major sources of data were the individuals to whom the self administered questionnaire was subsequently directed.
was

a

very

important

issue.

Campbell

(1955)

informant would not be chosen for statistical

Their selection

suggested that

the

representativeness,

instead he would be chosen because he possessed special qualities. The
informant should occupy a role that makes him 1IIore knowledgeable,
regarding the issues under the study, and more capable of "speaking
the language of the researcher". Pennings (1979) supported the
single

key

informant

where

most

of

the

informants

occupy

use a
top

executive, or ownership positions. He argued that managers at the
higher level of management and owner managers were the key figures in
dealing with the external environment and were suitably qualified to
speak for the firm.
However, these
1981

views

and Seidler 1974).

have come under criticism (Philips 1980,
The

criticism has been that

the single

informant is not capable of providing reliable data. Using a single or
a few informants can lead to unreliable data.
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Although there is sti11

some argument regarding the

particular

reliability of the key informant, it is essential for this study that
the target respondent should be the director of the firm. The reason
is that the type of information sought makes it mandatory that the
respondent be not only in a position of being the firm's policy maker, whose decision will have a strong influence on the direction
the firm will pursue, but also must occupy a position that makes him
knowledgeable regarding

foreign trade involvement, as it relates to

the firm's overall business operations.
Furthernore, the relatively small size of Jordan's manufacturing
firms (in terms of number of employees and capital assets), as well as
the consmning time and cost associated with the use of the multiple
informant

approach

made

it

is

essential

to

rely

upon a

single

informant for collecting data for this study. In addition, previous
works in exporting supported this notion by claiming the top executive
to be the key informant in this type of study (e.g., Cavusgil 1976 and
Olson & Wiedersheim - Paul 1978).
As a result, an effort was made to access the person at the higher

level of management of the individual firm, i.e.,

the chief executive

or the director.
5.6 Deciding on the Appropriate Instru.ent of Measure.ent
Measurement is defined as "the rules for assigning of Dllllbers to
objects in such a
(Churchill

1987).

way as
There are

to represent quantities of attribute"
four general

levelS of

measurement:

nominal, ordinal, interval and ratio. However, the selection of the
appropriate level of measurement is difficult. This arises mainly from
disagreement over the statistics that can legitimately be used at the
different levels of measurement (Kerlinger 1986). Churchill (1987)
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suggested that the empirical evidence indicated that:
"None of the scaling devices is superior in all instances.
Each one has its place nor is there one single opti.ua nu.ber
of scale positions or single opti.u. conditions for other
.easured characteristics. 1~e nature of the proble_, the
characteristics of the respondent and the planned .ode of
ad.inistration will and should affect the choice as to which
technique should be used in a particular instance and what
features the scale should possess".
In the first part of this study's questionnaire (from Ql to Q101),
the rating 7 point scale

was used. The justification for using this

type of scale was as follows: (1) It is relatively easy
and administer, and (2) Subjects
because
intensity

the

response

of

Furthermore,

categories

generally
allow

to construct

find it easy
sufficient

to respond

expression

of

feeling (Churchill 1987).
the selection of the rating 7 point scale is based on

the fact that empirical studies have suggested that scales with three
or more points can, and do provide a valid measure (Jacoby and Mate1l
1971, Bendig 1954, Boote 1981, and Burns and Harrison 1979). Also, in
discussing the validity and reliability of different scales, Churchill
and Peter (1984) concluded that the reliability of different scales
would be increased as the number of items used in the final scale as
well as the number of the scale points increased.
Boote (1981) suggests restricting scales to five and seven points.
On the one hand, any fewer than five points would reduce the scale's
ability to discriminate. since the respondent would be less able to
express refined gradations. On the other hand, more than a seven point
scale would be less than the optimum, because of the limited increase
in information gathered. Lehmann & Hulbert (1972)

commented:

" •• increasing the nuaber of scale points reduces the rounding
error as
benefit,
but
.ay also
increase cost
of
ad.inistration, non - respondent bias and respondent fatigue,
since averaging tends to reduce the rounding error. When scale
points ai. to be averaged the cost of increasing the nuaber of
scale points will usually out-weight the benefit".
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The

nominal

scale

was

employed

in

parts

2 and

3

of

this

questionnaire, which covered the socio - demographic characteristics
decision - maker, as well as the firm's parameters. Though

of the

this scale is simplest amongst those available, it is appropriate for
such category data (e.g.,
etc.).

the type of industry, type of education,

The questions in the nominal scale cannot be used for normal

arithmetic calculating, adding, subtracting, multiplying or dividing.

5. 7

The Questionnaire Develop_ent Process

The questionnaire development process used here was suggested by
Churchill (1987), see figure

(5.4).

Steps

and steps (2) were

(1)

presented in the previous section.
Step (3) detemines the content of the individu8.1 question: The
content of the questionnaire depends upon the type of data required to
be collected, data collection methods, and

the ultimate use of the

results. Since this study is concerned with the impact of the firm's
environment (external and internal) upon its export behaviour, and the
level of its exporting, it is necessary that the main constructs of
both

external

and

internal

environments

be

covered

in

the

questionnaire.
Each

respondent

constitute

each

was

asked about

construct .

These

each of

variables

the variables
were

drawn

from

which
the

literature review, as well as from a series of preliminary interviews.
All unnecessary or confusing questions were either altered or modified
during the pre - test stage .
Step (4) detemines the fom of response to each question: Several
forms of responses were suggested in the marketing research literature
including the open - ended question, the multichotomous question, the
dichotomous question and the scale.
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The open - ended questions were

Figure (5.4)
Questionnaire Develop. ent Process *
Step

(1)

Specify What Infor.ation
Will Be Sought

~
Step (2)

Deter.ine Type of Questions
and Method of Ad.inistration

1
Step

(3)

Deter.ine Content of
Individua l Questions

1
Step (4)

Detenine fora of Response
to Each Question

1
Step (5)

Detenine Wording of Each
Question

1
Step (6)

Detenine Sequence of Question

L
Step

(7)

Detenine Physical
Characteristics of Questionnaire

1
Step (8)

Re - Exa.ine Step 1-7
And Revise If Necessary

1
Step (9)

* Source:

Pre - Test Questions and
Revise If Necessary

Churchill (1987) p. 272.

179

eliminated due to the use of a structured - direct questionnaire.
Step (5) deciding on question wording: Since the rating 7 point
scale was selected, the meanings of the questions were stated clearly
and directly in simple language.
Step (6) deciding on question sequences: Several strategies are
suggested to tackle the question sequences (see Churchill 1987), such
as using simple interesting opening questions or using the funnel
approach

design,

branching

questions

with

care

and

placing

classification information last.
As far as possible these strategies were used, for example starting
the first part of the
easiest

questionnaire with questions considered to be

and leaving the other questions which might be considered

difficult or

sensitive

to the last.

The general information about

both the firm and the decision - maker (classification questions) were
placed in the last part of the questionnaire.
Step (7) deteraine physical characteristics: The questionnaire was
typed and revised several times by professional people before it was
copied and distributed. When the questionnaire appeared to have a
satisfactory appearance, it was copied and then pre - tested. All the
comments and suggestions received, whether relating to the appearance
of the questionnaire, or the wording of sOlie parts, were considered
when preparing the final copy.

The only complaint which could not be

rectified was about the length of the questionnaire. It was a very
lengthy questionnaire, but all the variables covered were important
for the study, and it was not possible to omit any of them.
the response
considered

a

rate

73%,

satisfying

However,

in comparison to similar studies, can be
indicator

manageable .
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that

the

questionnaire

was

Step

(8)

re -

exa.ination and revision of

the questionnaire:

Churchill (1987) suggested that each question should be reviewed to
ensure that the question was not confusing or ambiguous, potentially
offensive to the respondent, leading or bias inducing, and that it was
easy to answer . The questionnaire was

pre- tested

at three diffe r ent

stages: Areas to be covered by the pre - test were:
1 . The content validity of the questionnaire
2. The ease of understanding of the contents
3. The willingness and ability of executives
questions.

to respond to the

We indicated in the previous section that the contents of the
study's questionnaire was based on an

review of related literature on

export behaviour, as well as on the results of preliminary interviews
conducted with a number of authorities (in both public and private
and

institutions),

a

number

of

initial

respondents

manufacturing firms in Jordan. In the first stage,

in

the

the first copy of

the questionnaire which had been developed, designed and translated
into

English,

was

reviewed

by

researcher I s

supervisors.

The

questionnaire was then redesigned in the light of their suggestions
and comments . At the second stage
of

the

Department

of

of

Business

at

the pre - test, staff members
the

University

of

Jordan,

knowledgeable in international business and in questionnaire design
reviewed the questionnaire and commented on its clarity and relevance.
After incorporating

their comments in a

revised questionnai r e,

stage three of the pre - test was carried out with few respondents
firms . The presidents of 10 manufacturing firms were contacted and
their cooperation solicited. Of the ten firms contacted, 8 managers
were able and willing to participate in the interview. The validity of
the questionnaire
interviews .

content was

investigated through

open -

The content of the questionnaire was discussed.
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ended
This

allowed

procedure

the

to

researcher

check

for

possible

misunderstandings, and also permitted assessment of willingness and
ability to respond to the questions. As a result of this stage the
questionnaire was re - edited

for the final stage.

5.8 'the Interview Schedule and Response Rate
The interview process for collection of
undertaken

over

data for this research was

five months. The response rate was 73.6% of the all

firms surveyed (see Table 5.2), because interviews were planned as
follows:
(1) An exploratory telephone call was made to each of the potential
respondent firms included in the
order to

identify the

key

domain of the study's population, in

respondent,

the

exact address

of

the

respondent's firm (the place where the interview took place), and ask
for their possible cooperation in order to make an appointment for the
interview. The researcher was also able to visit many firms to ask
for cooperation and to make an appointment for an interview. This was
done with many of the respondents' firms, because their locations were
easy to reach.
Having identified the name of the potential respondent's firms who
had responded favourably to the interview, as well as the time and the
place,

the

field study

(the

interviews)

were

then started.

Each

interview was held separately, and was carried out at the informant's
place of business.
(2)

Five

recommendation

letters

were

attached

with

each

questionnaire. They were addressed generally to the President of each
respondent's

firm,

in

order to

gain

their

full

cooperation

and

assistance. These letters were signed by the sponsor of the researcher
(i.e.,

the

University

of Jordan),
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the Minister

of

Industry

and

Commerce, the Chairman of the Chamber of Industry, the Head Officer of
the Export Association, and the researcher's supervisors (Appendix 4).
(3) The average time for each interview was approximately one hour ,
and

after

each

interview

was

finished,

appreciation

of

their

cooperation was conveyed to them orally.
Table (5.2)
The Distribution of the Respondents' Firas
in Teras of the Type of Industrial Sector
NUIlber
No.

Type of Sector

of

Firas
%

Engineering
Clothing
Chemical & Chemist
Construction
Plastic & Leather
Supply

75
105
40
44
64

19.4
27.1
10.3
15.2
11.4
16.5

Total

387

100.0

59

As a result of this effort, the number of firms which were actually

co - operative, and participated in the study was 387. This total
represents

73.6%

of

all

the domain

of

the

firms

selected.

The

distribution of the co - operating firms in terms of the industrial
sectors which they belong to is given in Table (5.2).
One hundred and thirty nine did not respond representing about 27%
of all firms approached. The reasons for their non - participation in
this study are explained as

follows:

(1) 23

firms were closed down at the time of the data collection.

(2) 51

firms

refused totally to participate in this study, or to

give any sort of information . This could be due to the fact that the
collection of data was carried out at the same time that the Gulf
crisis was taking place which made them unwilling to take part in this
study. It is worth mentioning that about 20% of the exported products
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of Jordan were directed to Iraq (the country which was one of the main
participants of the Gulf Crisis).
(3)

12 firms belonged to more than one sector

belonged to 2 sectors,

(i. e.,

7 firms

3 firms belonged to 3 sectors, and 2 firms

belonged to 4 sectors, which make a total 19 firms not included in
this study). In this case, these firms were assigned to the major
sector to which they belonged, in order to avoid a multiple response
from the same firm.
(4) 19

firms did not participate in this study because their

directors were out of Jordan at the time of the data collection.
(5) 27

of the respondents' firms failed to finish the interview

completely (8 of them hastily completed the questionnaire, 7 of them
completed half of the questionnaire, and the rest gave their apologies
for their inability to continue the interview).
Table (5.3)
Chi - Square Analysis of the Study's Respondents
In TelliS of Industrial Sector
Type of Sector

Engineering
Chemical
Supply
Clothing
Construction
Plastic & Leather
Total

*

Observed
Frequencies
(Fo)
75
40
64
105
59
44

(Fo - Fe)2

Expected
Frequencies
(Fe)

(Fo - Fe)2

69.16
33.84
66.22
117.00
57.40
43.40

34.11
38.00
05.00
144.00
2.56
0.36

Fe

387

0.493
1.137
0.073
1.230
0.005
0.008
2 . 977

Industry sector total
Expected frequencies (Fe)

= ---------------------

* Calculated chi - square value = 2.977
* Degree of freedom = 5
* Level of significance < 0.05
* Tabled value of Chi - square = 11.07
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526

x 387

The chi - square test (goodness of fit) was employed to measure
whether there was a significant difference between the distribution of
the respondents' firms and the distribution of the non - respondents'
firms in terms of the industry sector which each firm belongs to.
As can be seen in Table (5.3), the calculated chi - square value
was not significant. Therefore, it can be concluded that each sector
had a similar response rate.

5.9

Preparing for Data Analysis
Before starting the

data analysis, it was necessary to undertake

the preliminary steps of editing, coding, and tabulating the data.
Editing: The term editing, as used in marketing research, refers to
the process of examining completed questionnaires and taking whatever
corrective action is needed to ensure that the data is of a high
quality (Parasuraman 1986). Editing is often done in two stages: the
field edit and

the central -

office edit.

The field edit

is a

preliminary edit, designed to detect the most obvious omission and
inaccuracies in that edit. In this research, effort has been made to
keep the data

accurate.

Office editing: This involved a more complete and exacting scrutiny
and correction of the completed return questionnaire (Churchill 1987).
There

are

five

areas

in

which

the

editing

function

should

be

concerned, they are: legibility, completeness, consistency, accuracy
and response classification (Kinnear and Taylor 1991).
In this study, most of the editing work was done by the researcher
himself. All questionnaires were inspected, to ensure that they were
properly filled in, and that no significant omissions were allowed.
The partially filled in questionnaire in which any questions were left
unanswered omitted from analysis. However, if the omitted questions
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were few,

the questionnaire

was allowed to be

used in the

final

analysis and unanswered questions were assigned a missing value. Also,
if the questionnaire appeared to be hastily filled in (for example,
assigning number 7 for all the variables, then the questionnaire was
eliminated from the final study).
Coding and entering the data: Coding means translating answers into
both class membership

and into

a symbolic

representation of

this

membership, usually a column and position designation on a punch card
used for machine tabulation

(occasionally coding is used in manual

tabulation, but this is more of a type of shorthand than of a truly
symbolic code) (Ferber 1974).
In this research,

the coding was done manually. There was lit t Ie

difficulty in coding the questionnaire, since most of the questions
were to be rated on a scale of seven points (Q1 to Q101), but the
other questions, i. e.. the firm I s parameters as well as the socio demographic characteristics of the decision makers

were categorically

measured. Each edited and coded question was transferred to a Coding
Sheet. Every completed and edited coding sheet was sent directly to
the Computing Department to be entered into the computer and copied
onto computer diskettes on a Mainframe.
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S1.l1Dary
This chapter

explains

the

various processes

of

selecting

and

designing the research instrument, as well as the data collection
procedures. Although secondary data sources are always important, they
are not always sufficient to resolve the research problem. A review of
the main data collection methods, including observations, experiments
and questioning have been presented.
Questioning

was

the

method

chosen

for

this

research,

and

justification for using this method rather than an alternative method
was made. The advantages and disadvantages of the different methods
were also discussed. For time and cost reasons the questioning method
was

the most

appropriate method for

this

research.

However,

the

questioning method was not free from drawbacks. These drawbacks and
the

measure

chapter.

taken to

The

interview,

various

telephone

reduce

their impact

methods

of

interview

were presented in the

questioning

and

postal

techniques
interview

(direct

were

also

discussed). Direct interview selected as the best method for this
research.
Several forms of the questionnaire were looked at including: direct
non - structured, indirect non - structured, direct structured and
indirect

structured.

On

the

basis

of

relative

advantages

and

limitations, it seemed that the direct - structured form was the most
appropriate form for this research.
The domain of the study population was also been explained, and the
decision to select appropriate industrial sectors for the field of the
present

study

justified.

The

selection

of

the

appropriate

key

respondent approach to be contacted within the firms was discussed and
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"the

single

informant

approach"

method

was

found

to

be

most

appropriate.
Several forms of measures were

also explored.

The reasons

for

selecting the 7 point scale, nominal scale and ratio scale for various
parts

of

the

questionnaire

were

explained.

The

questionnaire

development stage was explained and the various stages suggested by
the marketing research literature for developing a sound questionnaire
were followed. The pre - test stage of the questionnaire proved to be
useful in eliminating, adding
and finally,

and re - wording some of the questions,

the stage of data preparation for final analysis was

explained. These processes included: editing, coding, transferring the
coded data to the coding sheet and data entry.
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CHAPTER SIX
RESEARCH METHODOLOGY

Introduction
In the previous Chapter, the process of data collection, design of
the questionnaire,

and

data preparation

for

the

final

stage

of

analysis were fully presented. The aim of this chapter is to provide a
brief explanation of

the statistical analysis

techniques used i n

achieving the research objectives and hypothesis testing.

6.1 Classification of Statistical Techniques
Marketing research literature suggests different methods for data
analysis which can be classified into three techniques according to
the type of data and number of variables (e.g., Churchill 1987).
Namely,

Univariate,

Bivariate,

and

Multivariate.

The

univariate

technique is used if there is a single measurement of each of the Kth
sample objects, or if there are several measurements of each of the
Kth observations, but each variable is to be analyzed in isolation.
The central tendency measures (mean, median, mode) and the measures of
dispersion (standard deviation, relative and absolute frequencies), as
well as the T - test, F - test, and chi - square test are among the
suggested techniques which can be used.
The bivariate analysis

technique

allows the researcher to examine

the interaction between variables taken two at a time. For example ,
the

investigation

of

the

relationship among

Suggested bivariate techniques are:

pairs of

variables.

linear correlation coefficient ,

rank correlation coefficient, contingency coefficient lambda, t- t est
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on regression coefficient, Mann - Whitney U -

test, Kolmogorov

Smirnov test, chi - square test and others (Kinnear & Taylor 1991).
The

multivariate

investigation

of

analysis

interaction

technique

is

among

set

a

concerned
of

multivariate techniques can be classified as

with

the

variables.

The

either dependent

or

independent. The dependent methods imply that one or more variables
are specified as being predicted by a set of independent variables,
while

the

independent

method implies

that

there

is no

variable

selected as being a dependent variable.
The dependent method might include: analysis of variance (ANOVA),
analysis of variance and covariance (ANCOVA), multiple regression,
automatic
analysis

interaction
(MCA) ,

methods might

and

detection

multiple

(AID),

discriminant analysis

include:

(DFA).

cluster analysis,

classification
The

independent

factor analysis,

latent

structure analysis and non - metric multidimensional scaling.
The decision was made in the research to use a combination of the
above data analysis

techniques.

From the multivariate

techniques,

factor analysis, regression analysis, and discriminant analysis were
employed.
The following bases were used
techniques.

According

to

for selecting these statistical

Churchill

(1987)

the

selection

of

the

appropriate technique depends on:
1. The type of data (nominal, ordinal, interval and ratio)
2. The research design (dependency of the observation, number of
observations per object, number of groups being analyzed)
3. The assumptions underlying the test statistics.
This research study focuses on the investigation of the effect of
the firm's internal and external environmental measures upon its level
of

exporting

and

export

behaviour.

The

environmental variables were measured on
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external
7 point

and

interna l

scale which was

assumed to have an interval property.
various statistical techniques

This necessita,t ed the use of

suitable for each level.

6.2 The Statistical Methods Used for Research Objectives
6.2.1 Factor Analysis
Factor analysis is an interdependence multivariate technique. It
can be defined as a procedure that takes a large number of variables
or objects and searches to see whether they have a small number of
factors

in

common

which accounts

for

their

inter -

correlation

(Kinnear & Taylor 1991).
The common factor analysis assumes that each variable is a function
of the same set of underlying common factors plus a factor unique to
that variable. However, each variable has a different set of weigh
associated with the factor analysis (Kim & Muller 1978).
In applying factor analysis one is interested in examining the
strength of the overall association among variables in terms of a
smaller set of

linear composites

of

the original variables

that

preserve most of the information in the full data (Aaker & Day 1986).
In other words,

the factor analysis procedure involves finding a way

of linearly transforming the original variables into a new smaller set
of independent factors, which when multiplied together in a special
manner will produce the original correlation matrix as closely as
possible.
Factor analysis

can

be applied

for

two

major functions.

One

function, is to identify underlying constructs in the data (Aaker

&

Day 1986) by deriving dimensions in the data which combine each group
of similar variables under specific termed factors. A second function
of factor analysis is simply to reduce a large number of variables to
a more manageable set

(Brown 1980). The smaller set of variables
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express that which is common among the original variables. Generally
speaking, factor analysis

can be useful to the analyst in three ways

(Wells & Sheth 1971). Firstly, it can point out the latent factors or
dimensions that determine the relationship among a set of observed or
manifest values. Secondly, factor analysis can be helpful in pointing
out the relationship among observed values that were there all the
time but not easy to see. Thirdly,

factor analysis is useful when

things need to be grouped.

6.2.1.1 Methods of Extracting Initial Factor
The main objective

of the

extraction step in exploring factor

analysis is to determine the minimum number of common factors that
would

satisfactorily

produce

the

correlation

among

the

observed

variables (Kim & Muller 1978).
In this research,

the principal component analysis is employed.

According to Hair et al.

(I 98 7),

this method is an appropriate one

when the objective is to reduce a large number of variables to a
smaller

set

regression

of
or

researcher has
variance

uncorrelated
other

variables

prediction

prior knowledge

represents

a

for

subsequent

techniques,
suggesting

relatively

small

and

that

also
unique

proportion

of

use
when

in

a
the

and

error

the

total

variance.
In using factor analysis, the researcher must in one way specify
the number of factors to be considered, since we normally begin an
analysiS without knowing how many factors, or which factors underlie a
set of manifest variables. Jackson (1983) stresses the importance for
the investigator not to

leave out any important factors.

If

this

occurs, the results will be basically worthless. On the other hand, if
the researcher instructs the programme for many factors more than the
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important ones, those factors will appear on the programme output but
contribute little to the explanatory power of the factor model.
In fact,

carrying

the

analysis

too

far has penalties,

it

is

wasteful of computer time as well as obscuring the meaning of the
findings. An exact quantitative method for determining the number of
factors to rotate has not been developed, therefore,

two rules of

thumbs are simultaneously used here for this purpose:
( 1 ) Interpretability retained only if

by this method the smaller factors

they have sufficient substantial meaning

are

to be

interpreted (see for example, Nunnaly 1967).
(2) Eigenvalue - by this criterion the analysis is limited to the
number of factors with an eigenvalue* greater than one (Corsuch 1973).
The rationale for this approach is that any individual factor should
account greater for at least the variance of a single variable if it
is to be retained for interpretation (Hair et ai. 1987).

6.2.1.2 Factor Analysis Input / Output
The input of factor analysis is usually a set of variable values
for each individual or object in the sample. In this present research,
the input is a set of
In other words,
firm's

attributes that relate to each construct alone.

the variables which express each construct of the

environmental

dimensions

were

used

as

inputs

for

factor

analysis. Factor analysis uses a derived matrix of correlation, the
components of which provide a measure of similarity between variables.
Factor analysis has value only when correlation amongst a subset of
variables really exists. The higher these inter correlation are, the
better defined are the resulting factor dimensions. The most important

*

Eigenvalue: The column sum of square for a factor; also referred to
as the Latent root. It represents the amount of variance accounted for
by a factor (Hair et ai. 1987).
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outputs are; factor loading, the factor scores and variance explained
percentages. Each of the original variables has a factor loading on
each factor. The factor loading is the correlation between the factors
and

the

variables.

These

are

used

to

interpret

the

factors * •

Furthermore, the nearer to one the factor loading is, the stronger the
association between the variable and the factor (Crawford and Lomas
1980). Normally, factor loadings are crystallized by using a rotation
procedure, the most commonly used is the varimax orthogonal rotation
which attempts to produce some high loading and some near zero loading
on each factor. The varimax orthogonal rotation method is preferred
when the objective is to utilize the factors results in a subsequent
statistical analysis (Hair et al. 1987). This because the factors are
orthogonal (uncorrelated) and therefore eliminate the collinearity.
The interpretability of

factors

factor loading is high or low

is facilitated when individual

(Cattell 1978),

Aaker (1973)

also

reminds us that while it attempts to maximize the number of factor /
variable correlations that are either high or low, it also minimizes
the number of factors with which a variable is correlated.

6.2.1.3 Use of the Factor Analysis in the Study
Factor

analysiS

was

used

in

this

study

for

the

following

objectives:
(1) To

find out the

main

patterns

of

factors that

construct of the internal and external environmental
(2) To use the output of the factor analysis

underlie each
dimensions.

as an intermediate step

for further analysis by regression and discriminant analysis.

*not

It is decided that the cutoff point for the factor loadings should
be less than .30. The rational for this those variables which load
above or equal .30 on any factor are considered significant (Hair et
al. 1987).
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(3) To

overcome

the

potential

problem of intercorrelation among

independent variables, i.e., the

6.2.2

multicollinearity

problems.

Multiple Regression Analysis

Multiple regression is a multivariate statistical technique through
which

one

can

analyse

the

relationship

between

a

dependent

or

criterion variable, and a set of independent or predictor variables.
Multiple regression can be viewed either as a descriptive technique by
which the linear dependence of one variable on an other is summarized
and decomposed, or as an inferential tool by which the relationship is
the population

evaluated frolll the examination of sample data (SPSS

1990) •
Mul tiple regression analysis attempts to determine the functional
relationship between a single metric dependence variable (criterion)
and a number of independent

(explanatory) variables

(Jain et

al.

1982). Multiple regression is the appropriate method of analysis when
the researcher has a single dependent variable which is presumed to be
a function of other independent variables. Usually,
variable

is

predicted

or

explained

by

a

group

the
of

dependent
independent

variables. Aaker & Day (1986) have suggested two different concepts of
independent variable on the basis of the study goal. Firstly, the
independent variable (explanatory) sometimes are called the predictor
variable when prediction is the goal . They help to predict the value
of

dependent

variable

(criterion) •

Secondly,

they

are

called

explanatory variables because they explain variation in the dependent
variable. When constructing the model, the analyst must include all
relevant variables. If an important variable is omitted, the power of
the model is reduced.
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The

construct

of

a

regression

model usually

starts with

the

specification of the dependent variable and the independent variable
or variable.

Where:
=

the estimated value of the criterion variable
constant derived from the analysis
coefficient associated with the predictor variable
predictor variable that influence the criterion variable
(Tull & Hawkins 1990).

In multiple regression analysis the relationship is assumed to be
linear

and

additive.

However,

these

are

important

assumptions.

Linearity is the assumption that for each independent variable. the
amount of change in the mean value of the dependent variable associate
with a unit increase in the independent variable "holding all other
independent

variables

constant"

is

regardless

of

the

level

of

independent variable. While. additivity is the assumption that for
each independent variable, the amount of change is the expected value
of the dependent variable associated with a unit increase in the
independent

variable

"holding

all

other

independent

variables

constant" is the same regardless of values of the other independent
variables in the regression equation (Berry and Feldman 1985).
When regression analysis is used to gain understanding of the other
relationship between variables, the primary question is "which of the
independent variable has the greatest influence upon the dependent
variable?". This can be answered by obtaining the partial regression
coefficients; the beta coefficient,
association

between

each

which measures

independent

variable

the

degree

of

(when

all

the

independent variables are expressed in the standardized form) and the
dependent variable. Since the Beta coefficients can be compared with
each other in order to evaluate the relative effect of predictor
197

variables, the larger the Beta coefficient, the stronger the impact of
that variable upon the criterion variable.
weight enables the analyst

to see how well

In addition,
a set of

the

Be ta

explanatory

variables explain the criterion variable, and to determine the most
influential explanatory variables.
The simple R2 (the coefficient of multiple determination) through
which one can measure the proportion of the variation in the dependent
variable, tends to overestimate the population value of R2. Therefore,
adjusted R2 attempts to correct the optimistic bias of the simple R2.
Adjusted R2 does not necessarily increase as additional variables
are added to an equation and is the preferred measure of goodness of
fit because it is not subject to the inflationary bias of unadjusted
R2.
In

Summary,

Multiple

regression

is

often

used

to

gain

an

understanding of the relationship between variable by:
(1)

Finding a function or formula by which one can estimate the value
of
&

the

criterion

variable

from

the predictor variable (Green

Tull 1978).

(2) Determining

which

of the independent variables has the greatest

influence upon the dependent variable (Kinnear and Taylor 1991).

6.2.2.1 Caution in the Use of Multiple Regression
The use of the multiple regression analysis is not without its
problems.

One of

the most

common problems in applied

regression

Multicollinearity refers to the

analysis is the multicollinearity.

situation in which some. or all of the independent variables are very
highly correlated. In
related to

each other

other words, when independent variables are
and not

multicollinearity is said to

truly independent of

exist.
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each other.

Such correlation between

the

explanatory

in

variables

the

regression

equation

makes

the

identification of structural relationships difficult or impossible.
Berry

and

Feldman

multicollinearity.
independent

(1985)
First,

variables

distinguished
is

perfect

regressed

between

col linearity

against

the

two
in

other

forms
which

of
some

independent

variables in the model yield of an R2 of precisely 1.00. This arises
from very small data sets

(i. e.,

small samples). The second is less

extreme multicollinearity in which the independent variables in a
regression equation are intercorrelated but not perfectly. The study
of

multicollinearity

in

data

analysis

evolves

around

two

major

problems: (1) how it can be deleted, and (2) what can be done about
it . These problems are particular to marketing research where one
often faces the dilemma of needing a number of variables to achieve
accuracy of explanatory variables (Green & Tull 1978)
Multicollinearity can be dealt with by different approaches. Tull
and Hawkins (1990) and Hair et ai. (1984) suggested several ways for
dealing with such situations. First, it can be ignored, particularly
when multicollinearity may be prominent in only a subset of

the

explanatory variables and when this subset does not account for a
large proportion of the variance in the data. The second approach, is
to omit one or more of the highly correlated predictor variables. This
one is recommended when two variables are clearly measuring the same
thing. Thirdly, the correlated variables can be combined or otherwise
transformed to produce unrelated variables. Finally, the correlated
explanatory variables can be

summarized in a set of explanatory

factors using factor analysis. Furthermore,
add that another way to

Kinnear and Taylor (1991)

avoid multicollinearity is by increasing the

sample size.

199

In this research,

the use of the principal components analysis

technique was the only possible way to overcome the potential problem
of multicollinearity.

6.2.2.2 Use of Regression Analysis in this Study
The regression analysis techniques (stepwise regression method) was
preferred here,
objectives (3,

since it fulfils

the requirements of the study's

4, and 5). The primary purposes behind using this

technique are:
(1) To

find

out

relationship

statistically
between

the

whether
two

(internal and external)

measures

set

there

is

a

significant

of environmental dimension

and

the

dependent

variable

level of exporting, taken separately or together.
(2) To discover whether the
dimension
measures

measures

addition

to

the

of the external environmental

internal

environmental

would produce a better explanation

for the

dimension
dependent

variable level of exporting.
(3) To conclude whether these explanatory variables (taken together)
are strongly relevant to the level of exporting.
(4) To determine the most important independent variables explaining
the variation of the dependent variable.

6.2.3 Siwple Correlation Coefficient
The Pearson correlation coefficient is an appropriate statistical
method for measuring the degree of association between variables that
are interval

or ratio scaled

(Parasuraman 1986).

The correlation

coefficient is the standard measure of the linear relationship between
two variables and has the following properties:
(i)

It is

pure number and independent of the units of measurement.
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(ii) Its absolute value varies between zero when the variables have
no linear relationship,

and one,

when each variable is perfectly

predicted by the other. The absolute value thus gives the degree of
relationship.
(iii)

Its sign

indicates

the direction of

positive sign indicated a tendency

the

relationship.

A

for high values of one of the

variables to occur with high values of the other variable. A negative
sign indicates a tendency for the high value of one variable to be
associated with low value of the other. Reversing the direction of
measurement of one
same absolute
equal

of the variables will produce a coefficient of the

value but of the opposite sign.

A coefficient

of

value but opposite sign (e.g., .50 or -.50) thus indicates an

equally strong

linear

relationship but

in the

opposite direction

(Cohen & Cohen 1975).
The primary purposes behind the use of this

technique in

the

present study are:
(1) To identify the strength and the direction of the relationship
between

each

explanatory

independent

variable

factor or as a specific variable) and the

(taken as a

dependent

variable

level of exporting.
(2) To

find

out

whether

there

is

a

statistical

significant

association between the independent variables and the level of
level of exporting, taken together or separately.

6.2.4

Discri.inant Function Analysis

Discriminant analysis is a multivariate technique whose end purpose
generally

is

to

provide

a

procedure

for

classifying

individual

observation into one of a set of groups or population (Jackson

1983).

Simply stated, the primary objective of DA is to predict an entity's
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likelihood of

belonging

to

a particular class or group bases on

several predictor variables (Sheth 1971),
Classification is achieved

through a

series of

classification

functions. Fisher (1936) was the first to suggest that classification
should be based on a linear combination of discriminating variables.
Fisher proposed using

a

linear combination which maximised group

differences whilst minimising within the groups (Klecka 1980). The
linear discriminant function can be expressed as follows:

Where :
Z
W
V

the discriminant score
the discriminant weights
the predictor variables

DFA combines

those predictor variables

that

contribute

to

the

discrimination of the "a prior" groupings. The discriminant weights
(W)

are

assigned

according

to

the

discriminating

power

of

the

predictor variables (Hair et al. 1979), Once the predictor variables
are selected and

the discriminate weights are assigned.

multiplied together and added as seen above.

they are

the sum of which is

referred to as the discriminant score of Z. Each individual in the
analysis is then classified according to where its z score is in
relation to the single "cutting score". which is the Z value used to
classify an individual into a group. Those individuals whose Z score
are greater than the "cutting" score are classified in group

(1) •

while those with a Z score less than the "cutting" score are placed in
group (2).

6 . 2.4.1 The Applications of DFA
The use of DFA procedure in marketing research has proved most
beneficial for

the following purposes:
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(1) developing

a predictive

model

to

classify

individuals

into

distinguishing groups;
(2) detecting

relationships

between

predictor variable

and group

membership;
(3) "profiling" characteristics of groups which are 1II0st dominant in
terms of discrimination, and
(4) identifying

the

Bost

important

variables which differentiate

best among groups (Crask et al. 1977).

6.2.4.2 DFA Date Input I OUtput
Discriminant analysis

is mostly used

situations

predictions

in

categorical

form

(e.g.,

where

the

exporters vs.

to classify and to make
criterion
non -

variable

exporters)

is

in

and

the

predictor variable appears in a metric form (interval or ratio).
By using the SPSSX discriminant function analysis of two groups
various statistics

can

be

obtained.

The

key DFA

output can

be

summarized as follows:
(1)

Standardised

discriminant

coefficients:

function

These

coefficients reflect the relative ability of each predictor variable
to discriminate (discrimination power) between groups where the other
predictors are held constant
wagnitude of

(Aaker and Day

the standardized

1986).

The absolute

discrimination function

coefficient

(which are similar to the B weight in multiple regression analysis) is
used as an indication of the

relative importance of a predictor

variable (Tabachnick and Fidell 1983). The larger the discriminate
coefficients, the
(2)

Eigenvalue

indicates

the

more important the variable as a discrimination.
and

canonical

discriminate

power

canonical correlation provides

correlation:
of

the

the degree
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While

eigenvalue

discriminant
of association

function,
between

discriminant function scores

and group membership

(Tabachnick and

Fidel! 1983).
(3)

All

significance:

Statistical

DFA

programmes

provide

automatically the significant level of the discriminant function which
has been developed.

A chi - Square value with

its degree of freedom

and its level of significance is available in the SPSSX discriminate
programmes.

Moreover,

the

SPSSX

programme

of

DFA

automatically

discontinue at or beyond the 0.05 level (Hair et al. 1987). Univariate
F - ratio for each predictor variable is also provided, but only with
the stepwise method which is employed in this research.
(4) Classification or confusion matrix: This matrix helps visualis e
exactly how accurate

the

discriminate

function

"predicted"

group

memberships. It provides sufficient information for classification of
the

individual into their appropriate groups. The most important

factor to be considered in the classification

matrix is the overall

predictive accuracy of the discriminant function.
(5)

Group means:

The group means is considered very useful in

interpreting how a predictor variable discriminates between groups .
For example, if predictor variables were found to discriminate between
group (a) and group (b), it would be worthwhile to compare the mean of
this predictor variable for group (a) with its counterpart mean for
group (b).
(6)

All

groups histograms

of

the

discriminate

scores:

The

discriminant function scores for each group (1 and 2) are plotted in a
histogram. The purpose of this histogram is to show how much two or
more

groups

overlap

and

to

examine

discriminant score.
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the

distribution

of

the

6.2.4.3

Use of DFA in this Study

Multiple discriminate
appropriate

analysis was

statistical

technique

considered to

for

be

accomplishing

the

the

most

study's

objectives (6, 7 and 8 ), as it fulfils the following requirements:
(1) The

ability

significant
exporters

to

determine

difference

whether

or

exists between

not

a

statistically

the two groups (i.e.,

and non - exporters) in terms of their environmental

measures.
(2) The ability to predict group membership of firms on the basis of
the internal and external environmental measures, taken together
and separately.
(3) The

ability

to

identify the

degree

of

association

between

exporters and non - exporters (i.e., export behaviour) and their
environmental measures, (i.e., internal and external).
(4) The

ability

to

identify

those

independent

account for most of the differences
(5) To discover whether the

addition

variables

which

between groups.
of the external environmental

measure to the internal environmental measure

might improve the

prediction of group membership.

6 . 3 The Statistical Methods Used for Testing Research Hypotheses
There are alternative statistical tests available for any given
research design,
selecting among

and it
them .

is necessary to use some

In hypothesis

testing,

we

rationale

for

must state

the

hypothesized value of population parameters before we begin sampling.
The assumption we wish to test is the null hypothesis "HO" .
A statistical test is
rejecting

(HO)

when it

good
is

true,

if i t has a small probability of
but has

greater probability of

rejecting (HO) when it is false. If our sample results fail to support
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the null hypothesis, we must conclude that something else is true. In
other word, in applying a statistical test, the researcher must choose
between accepting or rejecting the null hypothesis (HO). If (HO) is
rejected. then he tends to use this as evidence in favour of

(HI)

(Siegel 1956).
Siegel (1956) suggests that there are two major considerations in
choosing a statistical test. Firstly, the researcher must consider the
manner in which the sample was drawn and the nature of its population.
Secondly. he must consider the kind of scale of measurement (i.e.,
nominal.

ordinal,

interval

or ratio)

which was

employed in

the

definition of the variables involved in the study. Luck and Rubin
(1987)

added another consideration which must be taken into account

when deciding on the appropriate statistical test, such as,
many sa1llples are involved in the problem? "one,

(1)

how

two or many

(k)

samples" (2) are the samples independent or related to each other.
In

this

study,

parametric and non -

four

different

statistical

test

representing

parametric statistical methods were used to test

the research hypotheses (i.e., F - test,

T - test, Chi - square test,

and McNemar test). Table (6.1) illustrates the research hypotheses and
the relevant tests.

6.3.1

T - Test

The T - Test is a parametric statistical test. It is employed for
testing hypotheses (HOI, H04,

H05, and H011). This statistical test

is provided by the stepwise regression analysis computer programme. It
is also used to measure the significance of the relationships between
each

independent

variable

(the

output

analysis), and the level of exporting.

of

principle

component

Furthermore, the T- test was

employed to test the significant difference between the two groups
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means (Le.,

exporters and non -

constituting each
construct

of

the

factor

(the

firm's

exporters) in terms of variables

factors

internal

which
and

underlie

external

each

major

environmental

dimensions), taken separately.

6.3.2

Univariate F-Test

The SPSSX statistical package provided the result of the F-test
with the results of some of the statistical techniques (e.g., DFA
discriminant function and RA regression analysis). In this research
the

test

F

equations,

and

was used
to

to

measure

test
the

the

significance

degree

of

of

regression

significance

discriminating power for each predictor variable in the

of

the

analysis,

taken separately.

6.3.3

The Chi - Square Test

Chi - square test is employed for testing research hypotheses H06
and H07 (Table 6.2). The command DISCRIMINAT, in the SPSSX computer
programme, routinely prints the chi -

square value,

the degree of

freedom, and the significant level.

6.3.4 The McNe.ar Test
The McNemar test was used for testing research hypothesis number
(H010).
the

We are seeking the significant improvement (or changes) in

classification,

and variation between the

two

groups

in

the

analysis before and after the addition of the external environmental
measure to the internal environmental measure. Therefore, the McNemar
test for the significance of change is appropriate (Cohen and Holliday
1982).
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To test the significance of any observed change by this method, one
can set up a fourfold table of frequencies to represent the first and
second

sets

of

response

from

the same

individuals.

The

general

features of such a table are pointed out in Table (6.1), in which

(+)

and (-) are used to signify different responses. In the McNemar test,
the research is often interested only in two cells which show change
between the first and

second treatment. The sampling distribution

associated with this test is Chi - square distribution (Siegel 1956).

Table (6.1)
Fourfold Table for Use in Testing the Significance of Change
After
+

+

Before
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Table (6.2)
The Research Hypotheses and lbeir Relevant Statistical Tests
Hypotheses

Statistical Test

HO(I): There is no significant relationship
between the two envlroDllental .easures
(i.e., internal and external) and the
criterion variable level of exporting,
taken separately.

T - Test

HO(2): There is
between
.easures
level of

no significant relationship
the external enviroDllental
and the dependent variable
exporting. taken together.

F - Test

HO(3): There is
between
.easures
level of

no significant relationship
the internal enviroDllental
and the dependent variable
exporting, taken together.

F - Test

HO(4): 'lbere is no significant relationship
between each independent factor (the
(the output of the principal co.ponents
analysis) and the criterion variable
level of exporting, taken separately.

T - Test

HO(5): There is no significant relationship
between the explanatory independent
variables which co.prise each factor
and the dependent variable level of
exporting, taken separately.

T - Test

HO(6): 'lbere is no significant difference
between the two groups (i.e., exporters
and non - exporters) according to their
internal environ.ental .easure, taken
together.

Chi - square

& F - Test

HO(7): There is no significant difference
between the two groups (i. e ., exporters
and non - exporters) according to their
external enviroDllental .easure, taken
together.

Chi - square
& F - Test

HO(8): There is no significant difference
(variation) between the two se~ents
(i.e., exporters and non- exporters) in
te~s
of their internal enviroDllental
.easures, taken separately.

F - Test
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continue Table (6.2)
Statistical Test

Hypotheses
HO(9):

There is no significant difference
(variation) between the two seg.ents
(i.e., exporters and non - exporters) in
according to their external environwental
.easures, taken separately.

F - Test

H0(10): There is no significant i.prove.ent in
the discri.ination between the two groups
(i.e., exporters
and non - exporters),
after the addi tion of the external
environwental .easures to its counterpart
the internal envirollJlental .easures.
HO(II): There is no significant differentiation
between the two seg.ents (i.e., exporters
and non - exporters) according to the
independent variables which co~rise each
factor, taken separately.
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T - Test

Slmllary
Based

on

the

research

statistical techniques were

objectives

and

hypotheses,

several

preferred to analyse the data and to

achieve the research objectives, in addition to testing the research
hypotheses
The statistical techniques chosen varied from the univariate, the
bivaraite and the multivariate, depending on the type of data and the
number of variables. The univariate statistical methods used in this
research was the chi - square test. The bivariate techniques used were
the T - test, F - test, the Pearson correlation coefficients, and the
McNemar

test.

With

regard

to

the

multivariate

techniques,

the

following were employed: the factor analysis, the multiple regression
analysis, and the discriminant function analysis.
This Chapter

includes a

brief description

of

the

alternative

statistical techniques which had been used in this study, the basis
for choosing the appropriate statistical techniques, and the reasons
for using each technique in this research.
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CHAPTER SEVEN
THE FACTOR ANALYSIS FINDINGS
(THE MAIN PATTERN OF FACTORS THAT UNDERLIE EACH
CONSTRUCT OF BOTH ENVIRONMENTAL DIMENSIONS)

Introduction
This chapter presents the main findings of the principle component
analysis. The main purpose behind

the use of this techniques here is

to reduce the large number of variables that underlie each construct
of both dimensions

(1. e.,

internal and external environments), into

orthogonal indices, for further analysis by the regression analysis
and discriminant analysis.
Furthermore,

by

employing

the

techniques, it may be possible to

principal

component

analysis

explore the patterns of factors

that underlie each major construct. It was considered an appropriate
method to overcome the potential problems of multicollenearity among
the variables that pertain to each construct (e.g., Tnll and Hawkins
1990) •

7.1 The Findings of the Factor Analysis
The results of the principal components analysis indicate that 26
factors can be extracted from the seven major constructs of both
environmental dimensions (internal and external).

Sixteen 16 factors

are derived from the five constructs of the internal environmental
dimension and ten factors are extracted from the two constructs of the
external environmental dimension.
Table

(7.1)

presents

the

number

construct of both dimensions.
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of

factors

underlying

each

Table

(7.1)

The number of factors that underlie each construct
of the internal and external dimension
Name of
Construct

Name of
Dimension

Number of
Variables

l. Internal

..

l. Managerial aspirations
2. Management's expectations
3. Comparative advantages
4. Commitment to export
5. The decision - maker's
characteristics.

6
27
16
12

4

1
6
5
2
2

1. Economic & commercial
infrastructural envir.
2. Political-legal envir.

22

6

24

4

III

26

..

2. External

Number of
Factors

Total

7.2 The Interpretation of the Final Factor Analysis
The main patterns of factors

underlying each construct of

the

.J..

internal

and

external

dimension

and

their

interpretations

A

are

presented under the following sections:
7.2.1

The Constructs of the Fira's Internal Envirou.ental Dimension

The firm's internal dimension consists of five major constructs
(for more details see Chapter 4). These constructs are: (1) Managerial
aspirations

level,

(2)

Management's

expectations,

(3)

Comparative

advantages, (4) Commitment to export marketing activity, and the (5)
Socia - demographic

characteristics of

the decision - maker.

The

interpretations of the results of the principal components analysis
are presented for each of these constructs, as follows:

* The

varimax rotation version with Kaiser normalization was used to
produce more interpretable factors. The eignvalue ( > 1) criteria
was used in order to determine the number of factors.
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7.2.1.1 The Main Factors That Underlie the Managerial Goals and
Aspiration Level
The managerial aspiration level is one of the major constructs of
the firm's internal environmental dimension. It is used to measure the
importance of export goals to the firm. The results of the principal
component analysis (Table 7.2) indicate that only one factor can be
extracted

from

this

managerial aspiration
position,

increasing

construct.

This

factor

is

composed

of

six

attributes; improvement of the firm's market
the

firm's

overall

profit,

securing

steady

growth, developing market strategies, reducing the cost of production
and increasing the sales volume of the exported product.

Therefore,

this factor, which accounts for 54.5% of the total variance, could be
reasonably labelled as the ".anagerial aspiration" factor.
Table (7.2)
The Main Factors Underlying
The Construct of the Managerial Aspiration Level
Variable

Attributes

Factor Loading

Factor (1)
V31
V32
V33
V34
V35
V36

Conunality*

"Managerial aspirations"

Improving the firm's market
position
Increasing the overall profit
Securing steady growth
Developing market strategies
Reducing the cost of production
Increasing the sales volume

.65798

.43294

.83745
.45634
.78564
. 82464
.79333

.70132
.20824
.61722
.68002
.62937

Variance accounted for:
Factor (1)

Eigenvalue * 3.26912

Percentage of Variance 54.5

*

Communality: The amount of variance an original variable shares with
all other variables included in the analysis.

*

Eigenvalue: It represents the amount of variance accounted for by a
factor.
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7.2.1.2 The Main Factors That Underlie the Manage_ent's Expectations
Six factors were extracted from 27 variables that pertain to this
component (Table 7.3). These factors together explain 53.1% of the
total variance. The

first factor is composed of eight variables,

namely;

in

difficulty

representatives

abroad,

difficulty in pricing our products abroad, difficulty in

locating

potential

markets,

recruiting

insufficient

sales

of

knowledge

communicating

overseas customers, lack of personal expertise in exporting,
production,
difficulty

inability to
of

maintaining

wi th

size of

establish a distribution system and
control

over

foreign

middlemen.

the

Thes e

variables together represent exporting operational obstacles.

This

factor, which accounts for 20.6% of the variance, is labelled as a
"export operational obstacles" factor.
The second factor can be identified as a "perceived risk" factor,
since it
are;

is composed of the five attributes of risk. Those attributes

risk of production,

political

risk,

risk of

transportation,

foreign currency exchange risk, and the risk of collecting money (non
_ payment risk). This factor accounts for 10.8% of the variance.
The third factor consists of five variables, namely; making greater
profit, using the firm's excess capacity, increasing the firm's annual
sales, increasing the growth of the firm, and increasing the security
of the firm. This factor, which explains 7.6% of the variance, could
be reasonably called the "export objectives" factor.
The fourth factor can be identified as an "export benefit" f actor.
It includes
opportunities

four variables;
in

domestic market,

foreign

overcoming instability demand,

markets,

preventing

dependency

better
in

the

and benefiting from government export assistance.

This factor accounts for 5.2% of the variance.
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Table (7.3)
The Main Factors Underlying the Construct
of Manage_ent's Expectations
Variable

Factor Loading

Attributes
Factor (1)

V67
V68
V65
V70
V66
V75
V69
V71

"Operational obstacles"

Difficulty of obtaining
sales representatives
Difficulty of pricing of
products abroad
Lack of knowledge in
communicating ••
Difficulty of locating
potential markets
Lack of Personal expertise
Size of production
Inability to establish a
distribution system
Difficulty of maintaining
control over foreign middlemen
Factor (2)

V93
V98
V88
V78
V77

Risk of production
Political risk
Risk of transportation
Foreign exchange risk
Risk of collecting money

V20
V22

.55485

.70502

.55571

. 69625

.54659

.67671

.51700

.67640
.65718
.63049

.50711
.55504
.46921

.60966

.57846

.82143
.80504
.77948
.74013
.59997

.70847
.671 31
.66160
.59280
.40115

"Export objectives"

Making greater profit
Using the firm's excess capacity
Increasing the annual sales
Increasing the security
Increasing the growth

.72570
.67311
.62112
.54622
.51989

.55066
.51661
.52371
.47797
.35933

"Export benefits"

Factor (4)
V16
V29

.72582

"Perceived risk"

Factor (3)
V27
V26
V30
V28
V21

C01l11runality

Overcoming instability demand
Having better opportunities in
the foreign markets
Benefiting from the government
export assistances
preventing dependency in
the domestic market
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.70896
.58169

.55942
. 53471

.50393

.32239

.47680

.31179

Continue

Table (7.3) •••••

Variable

V73
V74
V72

Attributes

Factor Loading

Factor (5)

ItExport barriers"

Inability to provide follow up
services
Inability to provide credit
facilities
Difficulty of collecting money
Factor (6)

V23
V19

Co_unality

.74918

.58358

.64660

.58933

.47556

.42228

ItCo.petitive situationlt

Overcoming competition in the
domestic market
Keeping peace with local
competitors

.77506

.66195

.75127

.59152

Variance accounted for:
Factor
1
2
3
4
5
6

Eigenvalue
5.57495
2.91159
2.04169
1.39512
1. 27684
1.12637

Percentage of Variance
20 . 6
10.8
7.6
5.2
4.7
4.2

218

Cuwulative percentage
20.6
31.4
39.0
44.2
48.9
53.1

The fifth factor consists of three variables. These variables go
together to form an "export barriers" factor. This factor includes the
following

attributes;

the

firm's

ability

to

provide

follow

up

services, the firm's ability to provide credit facilities and the
difficulty of collecting money on export sales. This factor accounts
for 4 . 7% of the variance.
Finally, the sixth factor is composed of two variables, namely,
overcoming competition in the domestic market and keeping pace with
local

competitors.

This

factor which

explains only

4.2% of

the

variance might be identified as the "co.petitive situation" factor. It
represents the benefits which come from the competitive advantage in
the domestic market as a result of exporting.

7.2.1.3 The Main Factors That Underlie the Co.parative Advantages
The results of the factor analysis showed that the 16 advantages
attributes

can

be

clustered

into

five

significant

factors.

The

combination of these factors account for 62.6% of the total variance
(Table 7.4) .
Factor I, which accounts for 27.6% of the variance, is composed of
five comparative attributes. Those attributes are; ability of the firm
to hire trained persons,
prices to

ability

overseas customers,

of the firm to offer discount

strength of

the

firm's management,

proximity of the firm to the markets, and the firm's technological
standard level. These variables appear to

go together to produce the

level of the manager ' s confidence in their competitive strengths in
the

export markets .

Thus,

this Factor can be designated as

the

"co-.petitive strengths" factor.
Factor 2 can be identified as a "size of the fiB" factor. This
factor consists of three variables which are designed to measure the
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Table (7.4)
The Main Factors Underlying the Construct of
the Fir.'s Cowparative Advantages
Variable

Attributes

Factor Loading

Factor (1)
V54
V53
V24
V18
V49

"Co.petitive strengths"

Ability to hire trained persons
Ability to offer price discounts
Strength of Management
Proximity to foreign market
Firm's technological standard
level
Factor (2)

VI04
VI06
VI08

Number of employees
Total of the capital assets
Total sales volume

The superior product equipment
The superior production method
The ability to modify product
policies

.84455
.84357
.80045

.74778
.75555
.68640

.84455
.83896
.50067

.74778
.73430
.50233

"Business experience"

Number of years in the business
Number of years in exporting
Factor (5)

V52
V25
V17

.58164
.61068
.59154
.55975
.44200

"Technological strengths"

Factor (4)
VI03
VI07

.75289
.68213
.60388
.59088
.52492

"Size of the fir."

Factor (3)
V50
V51
V55

Cow.unality

.86823
.79312

.78440
.77135

"Product characteristics"

Product quality
Product competitive price
Uniqueness of product

.71028
.67178
.46531

.56959
.51663
.43628

Variance accounted for:
Factor
1
2
3

4
5

Eigenvalue
4.41075
2.15383
1. 27473
1.16543
1.01594

Percentage of Variances
27.6
13 .5
8.0
7.3
6.3
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Cu.ulative percentage
27.6
41.0
49.0
56.3
62.6

size. These variables are; number of employees,

total of

capital

assets that are held by the firm and the total sales volume. This
factor, which accounts for 13.5% of the variance, may be labelled the
"size of the fin" factor.
Factor 3 can be labelled as the "technological strengths" factor.
It is composed of

three attributes,

firm's production equipment,

they are; superiority of the

superiority of the

firm's

production

method, and the firm's ability to modify its products policies. This
factor explains 8.0% of the variance.
Factor 4 consists of
of years in which

two types of business experience; the number

each firm has been in business, and the number of

years in which each firm has been exporting.
accounts

for

7.3%,

could

be

reasonably

This factor,

called

which

the

"business

the

"product

experience" factor.
Finally,

factor

characteristics"

5

factor,

can

be

since

attributes . Those attributes are;

identified

it

is

composed

product quality,

as
of

three

product

uniqueness of the

product, and the product competitive price. This factor explains 6.3%
of the variance.
7.2.1.4 The Main Factors that Underlie the Fin's Co. .it.ent to Export
Activity
The examination of Table (7.5)

reveals that

the 12 commitment

variables can be combined into 2 significant factors. The combination
of those factors accounts for 56.0% of the total variance. These two
factors are known as the management's commitment to export marketing
activities,

and the 1IIanagement's willingness to change, or modify

export marketing policies .
The

first

factor is composed of

the

following

attributes;

to

promote our product to overseas customers, to plan to get into foreign
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Table (7.5)
The Main Factors Underlying the Construct
of the Fira's Co. .it.ents to Export activity

Variable

Attributes

Factor Loading

Factor (1)
V41
V40
V42
V43
V44
V38
V39
V37

"Co_it.ent to export
related activities"

We promote our products to
overseas customers
We participate in international
trade fairs
We plan to get into foreign market
We send sales representatives to
foreign markets
We have a formal policy for
handling export activities
We consistently seek export
opportunities
We carry out a systematic research
of possibilities in exporting
We use export research
Factor (2)

V45
V47
V46
V48

Willingness
and control
Willingness
policies to
Willingness
policies to
Willingness
policies to

Co••unality

.76365

.65095

.71468

.54528

.70870
.69825

.62094
.57849

.64790

.43372

.63883

.57693

.63795

.45806

.38442

.26528

"Willingness to change"
to modify organisation
systems
to change pr~c~ng
foreign markets
to adapt product
foreign markets
to modify distribution
foreign markets

.85682

.78252

.76207

.65492

.75477

.59246

.67511

.56461

Variance accounted for:
Factor
1
2

Eigenvalue
5.50982
1.26367

Percentage of Variances
45.7
10.2
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Cuwulative percentage
45.7
56.0

markets,

to

send

sales

representatives

to

foreign

markets,

to

participate in international trade fairs. to carry out a systematic
research to explore the possibilities in exporting, to have a formal
policy for handling various export marketing activities. and to use
export research

for our marketing decisions. These eight variables

constitute the level of

"c01nitment to export related activities"

factor. This factor alone accounts for 45.7% of the variance.
Factor 2 reflects the management's willingness to change or modify
their policies to meet the foreign market conditions. It is composed
of four attributes; the willingness to modify their organisational and
control system,

to adapt their product policies,

pricing policies. and

to change their

to modify their distribution policies. This

factor, which accounts for 10.2% of the variance, can reasonably be
designated as the "willingness to change" factor.
7.2.1.5

The Main Factors That
the Decision - Makers

Underlie

the

Characteristics of

Two significant factors were extracted which accounted for 74.5% of
the total variance (Table 7.6). The first factor can be reasonably
identified
attributes;

as

the

"education

proficiency

in

factor" •

the

English

It

is

composed

language,

and

of

two

level

of

education that each manager completes. This factor explains alone
accounts for 44.7% of the variance.
The

second

factor

characteristics; age and
29.8%

of

the

variance.

consists

of

two

types

of

demographic

experience. This factor. which accounts for
can

be

characteristics" factor.
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identified

as

the

"de_agraphic

Table (7.6)
The Main Factors Underlying the
Decision - Maker's Characteristics
Variable

Attributes
Factor

V120
V117

Co_unality

"Education"

(1)

Proficiency in a foreign language
Level of education
Factor

V115
V114

Factor Loading

.88883
.86839

.80766
.76294

"De.ographic"

(2)

Experience
Age

.83713
.70527

.74975
.65894

Variance accounted for:
Factor
1
2

Eigenvalue
1.85909
1.46888

Percentage of Variances
44.7
29.8
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Cuaulative percentage
44.7
74.5

7.2.2

The Constructs of the Firm's External Envirou.ental Di.ension

The firm's external environmental dimension was outlined under two
major constructs, namely;

(1) Economic and commercial infrastructur al

environment and (2) Political - legal environment. The purpose of this
section is to discuss the pattern of factors underlying each of thes e
constructs.
7.2.2.1 The Main Factors That Underlie the Fir.'s Legal Environ.ent

Political

The examination of Table (7.7) indicates that the 24 attributes of
the legal - political construct can be combined into 4 significant
factors. The combinations of those factors explain 51.7% of the total
variance.
The first factor consists of nine types of export policies and
assistance at tributes. They include; duty - drawback system policy,
temporary - entry system,

trade agreement policy, managerial services

provided by the Trade Centre (e.g., organising international trade
fairs),

foreign markets information services provided by the Chamber

of Industry, the government's income tax rebate policy, the export
discount programme

offered by the Central Bank of Jordan, devaluation

of the Jordanian Dinar, and facilities provided in the area of Free
Trade

Zones.

These

nine

at tributes

go

together

"govern.ent 's export policies and assistance" factor.

to

form
This

the

factor

accounts for 23.5% of the variance.
The second factor, which explains 14.2% of the variance, can be
reasonably

identified

as

the "awareness of the govertl1lent' s export

policies and assistance" factor.

It is composed

they are; knowledge of the temporary entry system,
managerial

services

provided

by

the

Trade

of six at tributes ,
awareness of the

Centre,

awareness

of

information services provided by the Chamber of Industry, awareness of
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Table

(7.7)

The Main Factors Underlying the Construct
of the Political - Legal Environaent
Variable

Attributes

Factor Loading

Factor (1)
V3
V8
VI
V2
V5
V4
V9
V6
V7

"Govermlent 's export
policies and assistance"

Duty - drawback system
Temporary - entry system
Government's trade agreement
policies
Export credit discount programme
offered by the Central Bank
Managerial services provided
by the Trade Centre
Information services provided
by the Chamber of Industry
Government's income tax rebate
policy
Free Trade Zones facilities
Devaluation of The Jordanian Dinar

V12
V14
V11
V15
V10

Awareness of the services provided
by the Trade Centre
Awareness of the export credit prog.
Knowledge of the temporary entry system
Awareness of the duty - drawback
entry system
Awareness of the services provided
by the Chamber of Industry
Knowledge about the facilities
in the area of Trade Zones.
Factor (3)

V63
V62
V61
V59
V60
V80

.76000
.72819
.72621

.64060
.59302
.58107

.66653

.56565

.63868

.58189

.62857

.59734

.62436

.48408

.61116
.50254

.41957
.43660

"Awareness of the govern_ent's
export policies & assistance"

Factor (2)
V13

Cowwunality

.73575

.58147

.72227
.72220

.64062
.68508

.72131

.67664

.64932

.62471

.64345

.44337

"Govermlent export facilities
related proble.s"

High duties imposed on spare parts
required for production
Lack of commercial - Attaches
Complexity of the duty - drawback
system
Inadequate tax incentives
The high cost of export documents
The Central bank regulations
in respect to the bank - guarantee
requirements
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.76560

.51319

.69325
.61077

.55849
.51319

.63119
.61818
.51663

.55406
.49071
.31647

Continue

Table (7.6) •••••

Variable

Factor Loading

Attributes

"Gover-n.ent export procedure
related proble.s"

Factor (4)
V57
V56
V58

Co_unality

The export licence procedures
The customs export clearances
The export inspection procedures

.79828
.74183
.67065

.69765
.59576
.57853

Variance accounted for:
Factor
1
2
3
4.

Eigenvalue
5.41193
3.27364
2.08242
1.11254

Percentage of variance
23.5
14.2
9.1
4.8

C\DlUlative percentage
23.5
37.8
46.8
51.7

227

the export credit programme.

awareness of the duty - drawback system

facilities and the knowledge of the Trade Zone facilities.
Factor 3 and factor 4 are the government's export regulations.
procedures and facilities related problems. The third factor consists
of those types of regulations and assistances which go together to
form the "govenment export facilities related proble.s" factor. This
includes. high duties imposed on the spare parts. complexity of the
duty - drawback system, inadequate tax incentives, high cost of export
documents,

lack of Commercial Attaches in the foreign markets to be

exported to, and the bank - guarantee requirement. The fourth factor
deals

with

export

licence

procedures,

customs

export

clearance

processes and the export product inspection procedures. These types of
procedures could be identified as the "govenment export procedures
related proble.s". The third factor explains 9.1% of the variance and
the fourth factor explains 4.8% of the variance.
7. 2.2.2

The Main Factors That Underlie the
Co. .ercial Infrastructural Environ.ent

The findings of

Fir. ' s

the factor analysis reveal

Econo.ic and

that 6 significant

factors accounting for 62.1% of the total variance can be extracted
from the 22 economic - environment attributes (Table 7.8). These six
factors

may

be

called;

the

"foreign

.arkets

conditions".

the

"co_ercial facilities related proble.s", the "raw .aterials related
proble.s, the "export costs", "physical distribution related problems"
and the

"do.estic .arket conditions"

factors.

The attributes

and

weighting for each factor are as follows:
Factor I, which accounts for 22.8% of the variance. is composed of
five foreign market attributes. These attributes are; intensity of
competition, foreign government restrictions, business practices in
foreign markets, political instability and
228

geographical distance. It

Table (7.8)
The Main Factors Underlying the Construct
of the Economic and Commercial Infrastructural Environ.ent
Variable

Factor Loading

Attributes
Factor (1)

V96
V95
V98
V94
V97

"Foreign .arkets conditions"

The foreign government
restrictions
Intensity of competition
Political instability
Business practice in
the foreign markets
Geographical distance
Factor (2)

V86
V64
V79
V76

V84
V83
V92

Lack of effective trade
companies
Lack of information
Lack of export credit guarantee
against non - payment risk.
Difficulty of access to
banking facilities

Difficulty of obtaining raw
material from foreign markets
Low quality of raw material in
the domestic market
Shortage of raw material
needed in the domestic market
High price of raw material

V81
V82
V87

.82899
.81909
.80735

.71015
.69300
.67763

.76942

.61390

.82528

.74448

.81090
.72101

.69194
.54061

.58798

.51061

.83297

.73114

.82053

.71872

.80910

.69134

.36005

.37973

"Export costs"

Cost of communication
Cost of labour skills
Cost of warehouses
Interest rate
Factor

.72427

"Raw .aterial proble.s"

Factor (4)
V90
V89
V91
VIOl

.83935

"Co_ercial facilities"

Factor (3)
V85

COllmunality

.82440
.78351
.65258
.55907

.69907
.63978
.52264
.47390

"Physical distribution"

(5)

Shipping facilities
Warehouse facilities
Freight transportation
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.82957
.71905
.40028

.72750
.65011
.34735

Continue

Table (7.7) •••••

Variable

Factor Loading

Attributes

Factor (6)
V99
VI00

Co_una l i ty

"Do.estic .arket conditions"

Intense competition
High domestic demand

.75436
.71210

.63036
.56802

Variance accounted for:
Factor
1
2
3
4
5
6

Eigenvalue
5.01812
3.05058
1.76621
1.65225
1.44972
1.60268

Percentage of Variance
22.8
13.9
8.0
7.5
5.2
4.7

CUllUlative percentage
22.8
36.7
44.7
52.2
57.4
62.1
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is clear these variables merge together to form the "foreign .arkets
conditions" factor.
Factor 2 is
related

likewise

proble.s"

identified as

factor .

It

is

the "co_ercial facilities

composed

of

four

commercial

attributes . These attributes are as follows; lack of information, lack
of

effective

facilities,

trade

companies,

difficulty

of

access

to

banking

and lack of export credit guarantee against non - payment

risk . This factor accounts for 13 . 9% of the variance.
Factor 3 can be reasonably identified as dealing with the "raw
.aterial related proble.s" factor. It is composed of four raw material
variables.

These

are;

difficulty

in obtaining

raw material

from

foreign markets, low quality of raw materials in the domestic market,
lack of raw materials needed in the domestic market, and the high
price of raw materials. This factor explains
Factor 4 consists of

four types

8.0% of the variance.

of commercial

costs; cost of

communication, labour skills, cost of obtaining warehouse facilities,
and interest rate on banking facilities. This factor, which explains
7.5% of the variance, could be reasonably called the "export costs"
factor.
Factor 5 may be

labelled as a "physical distribution related

proble.s" factor, since i t is composed of variables that mainly relate
to the physical distribution characteristics. These variables include;
inadequate

shipping

and

warehouse

facilities,

and

the

obtaining transportation facilities. This factor accounts for

cost

of

5.2% of

the variance.
The final factor is composed of two attributes; the high demand for
products and

intense competition in the domestic market. This factor,

which accounts for 4.7% of the variance,
"do.estic .arket conditions" factor.
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can be identified as the

The principal component analysis techniques were performed here for
the following purposes:
(l) To explore the main pattern of factors that underlie each
both dimensions of the firm's internal and external

construct of
environment.

(2) To reduce the large number of variables of each construct into
orthogonal indices which can be used
component analysis)

as

an

(the output of the principal

intermediate step

(input)

for

further

analysis by the regression and discriminant analysis techniques.
(3) The principal component analysis was considered an appropriate
method to overcome the potential problems of intercorrelation among
the variables.
The findings of the principal component analysis revealed that

26

factors could be extracted from the seven major constructs of the
firm's

environmental

dimensions

(internal

and

external).

Sixteen

factors were extracted from the five major constructs of the firm's
internal environmental dimension and ten factors were extracted from
the

two

major

constructs

of

the

firm's

external

environmental

dimension.
A

summary

of

these

factors,

with

accounting

variance

and

eigenvalues, are presented in Table (7.9) and Table (7.10) for the
firm's

internal

environmental

environmental

dimension

dimension respectively.
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and

the

firm's

external

Table

(7.9)

Suamary of the Factors That Underlie the Major
Constructs of the Fir.'s Internal Envirou.ental Di.ension
Eigenvalue

The Name of Construct
1. The Managerial Aspiration Level

Percentage
of Variance

3.26912

54.5

3.31239

55.2

15.32661

53.1

"Operational obstacles"
"Perceived risk"
"Export objectives"
"Export benefits"
"Export barriers"
"Competitive situation"

5.57495
2.91159
2.04169
1.39512
1.27689
1.12637

20.6
10.8
7.6
5.2
4.7
4.2

3. The Fir.'s Co.parative Advantages

10.02068

62.6

4.41075
2.15383
1.27473
1.16543
1.01594

27.6
13 .5
8.0
7.3
6.3

to Export Marketing

6.71602

56.0

"Commitment to export
related activities"
"Willingness to change"

5.48993

45.7

1.22609

10.2

2.97829

74.5

1.78588
1.19241

44.7
29.8

Factor (1)

"Managerial Aspirations"

2. The Manage.ent' s Expectations
Factor
Factor
Factor
Factor
Factor
Factor

Factor
Factor
Factor
Factor
Factor

4.

(1)

(2)
(3)

(4)
(5)
(6)

(1)

(2)
(3)

(4)
(5)

C~it.ents

Factor

(1)

Factor (2)
5.

"Competitive strengths"
"Size of the firm"
"Technological strengths"
"Business experience"
"Product characteristics"

The Decision- Maker's Characteristics

Factor (1)
Factor (2)

"Education"
"Demog raphic"
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Table (7.10)
Su..ary of the Factors That Underlie the Major
Constructs of the Fir.'s External Environ.ental Di.ension
Eigenvalue

The Na.e of Construct
1. The Political - Legal Environ.ent

Factor

(1)

Factor (2)
Factor (3)
Factor (4)

"Government's export policies
and assistance"
"Awareness of the government
export policies & assistance
"Government export facilities
related problems"
"Government export procedures
related problems"

2 . The Econo_ic & Co. .ercial Envirou.ent

Factor
Factor
Factor
Factor
Factor
Factor

(1)

(2)
(3)

(4)
(5)
(6)

"Foreign markets conditions"
"Commercial facilities"
"Raw material problems"
"Export costs"
"Physical distribution"
"The domestic market
conditions"
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Percentage
of Variance

11.87993

51.7

5.41193

23.5

3.27304

14.2

2.08242

9.1

1.11254

4.8

13.65860

62.1

5.01812
3.05058
1. 76621
1.65225
1.14972
1.03172

22.8
13.9
8.0
7.5
5.2
4.7
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CHAPTER EIGHT
mE DETERMINANTS OF mE
FIRM'S LEVEL OF EXPORTING

Introduction
The 26 factors and associated variables identified in Chapter Seven
will be analysed in terms of their relationships with (direction and

...

strength), and ability to predict the level of

exporting~

here

test

as

a

dependent

variable),

hypotheses (HOI, H02, H03
The

statistical

Correlation

and

the

and

thus

to

(defined

the

following

the

Pearson's

H04, and H05, see Chapter 5).

analysis

techniques

stepwise

multiple

used

are

regression.

Factors

and

variables will be analysed and discussed respectively in this chapter.

* The

level of exporting is measured in terms of the export volume as
a percentage of the firm's total sales, see Chapter 4.
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8.1

The Bivariate Correlation: Factor Findings

The

Pearson

correlation

is

used

to

test

the

following

null

hypothesis:
HO(I): There is no significant relationship between each independent
factor * and

the

level of exporting,

taken separately.
J.

Table

(8.2)

presents the

between each specific

bivariate

correlation~

coefficients

factor and the criterion variable level

of

exporting. Of 26 independent factors, 18 factors are shown to have a
significant

association

significant factors,

with

the

level

of

exporting.

Of

the

18

5 factors are related to the firm's external

environmental dimension,

and 13 factors are related to the firm's

internal environmental dimension.
Furthermore, it was found that out of 26 factors, 10 factors are
negatively associated with the dependent variable. However, only 6 of
them are significantly related to the level of exporting.

8.2

'fbe Interpretation of the Correlation Factor Findings
The possible

explanations of

the

above

findings

are presented

under the following two subsections:
8.2.1 Internal Envirou.ental Di.ension: Factor Correlations
The correlation analysis indicates that, out of the 16 factors of
the

internal

environmental

dimension,

only

13

factors

are

significantly associated with the level of exporting. The possible
interpretations of these 13 significant factors are given below:

*
*

A list of the 26 factors is provided in Tables (7.9) and (7.10),
Chapter 7.
The T - Test of significant was used to determine the "goodness - of
fit) for the correlations coefficients. The SPSSX Package produces
the result of this test routinely.
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Table (8.I)
The Correlation Coefficients Between Each Factor
and the Level of Exporting
The Independent Factor

R

1. Internal Environaental Di.ension

01
02
03.
04.
05.
06.
07.
08.
09.
10.

II.
12.
13.

14.
15.
16.

Managerial aspirations
Operational obstacles
Perceived risk
Export objectives
Export benefits
Export barriers
Competitive situation
Competitive strengths
Size of the firm
Technological strengths
Business experience
Product characteristics
Commitment to export
related activities
Willingness to change
Education
Demographic

.3607**
-.3363**
-.1379**
.2629**
.1218*
.0735
.0329
.3273**
.3642**
.0766
.2719**
.2144**
.3711 **
.5173**
.1173*
.4422**

2. External Environ.ental Di.ension
17. Government export
assistance and policies
18. Awareness of the
government export
assistance
19. Government export
facilities related problems
20. Government export
procedures
21. Foreign market conditions
22. Commercial facilities
23. Raw material problems
24. Costs factor
25. Physical distribution
26. Domestic market conditions

.2976**
.2538**
-.1331**
-.0163
-.6858**
-.0898
-.0007
-.0872
-.0419
-.1255**

Note: Figures in the Table above show the Pearson correlation
coefficient. Level of significance is shown by ** = 0.01 level,
* = 0.05 level.
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In an examination of Table (8.1), it appears

that the "willingness

to change" factor exhibits a high correlation coefficient compared to
the other factors which make up the firm's internal environmental
dimension. This

might imply that the management willingness to change

the export marketing policies

to meet

foreign markets conditions

should be important for those firms which want to export more.
Another important factor which shows a high correlation coefficient
with the level of exporting is the "de.ographic". This result might
indicate

that

this

factor

is

regarded

as

being

an

important

determinant of the level of exporting.
The factor of the "co. .it.ent to export related activities" is
shown to be directly related to a high level of exporting. From the
marketing point of view,

this might indicate that the higher the

firm t s commitment to carry out several export marketing activities,
the higher the level of its exporting will be. This result is also
supported by previous works such as Cavusgil (1976), Cavusgil & Nevin
(1981), and Aaby & Slater (1989).
The It.anagerial aspirations" factor is shown to have a direct
relationship with the level of exporting. This might indicate that the
higher the importance attached to

export goals, the higher

the level

of exporting will be. This result appears to agree with the findings
of the previous studies, such as Cavusgil (1976), Cavusgil

&

Nevin

(1981), Ko1hede (1984), and Schlegelmilch and Crook (1986) .
Among the groups of factors which were extracted from the construct
of the

"Firm's Comparative Advantage" is

the "size of the

firm"

factor . It is found to be directly related to the level of exporting.
This might indicate that

the larger the size of the firm is, the

higher its level of exporting will be . While this result appears to be
endorsed by some of the previous works (e.g., Tookey 1964, Reid 1980,
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1983 & 1985,
be in
(1980) ,

Ortize-Buonafina 1990

conflict

with other studies, such as Kirpalani

Czinkota

Diamantopoulos

and Cu1pan 1989), it is found to

Johns ton

&

Inglis

&

(1983,

1985) ,

Axinn

&

Macintosh

(1988) ,

and

(1985, 1988). The possible explanation of

this conflict might be attributed to two factors; the first factor
might be that the size of the firm

here is tested at the aggregate

level, i.e., a factor, and the other possible factor is that the "size
of the fim" as a factor

might be critical to those firms who want to

improve their level of exporting. This might be due to the small size
of

manufacturing

firms

in

Jordan

(as

a

developing

country)

in

comparison to the manufacturing firms in developed countries where
most of the previous empirical studies were undertaken.
Another factor which is directly associated with

the level of

exporting is the ".arket co.petitive strengths" factor. This might
indicate that the higher confidence

of the management with their

firms' market competitive advantages, the higher the level of their
firms' exporting will be. This result corroborates the findings of the
previouS studies, such as Schlegelmilch (1983) and Kolhede (1984).
The

"business

experience"

factor

is

shown

association with the level of exporting. This
wider

the

experience of

exporting will

be.

It

the

firm,

to

have

a

direct

might indicate that the

the higher

the

level of

is also strongly supported by many

its

export

studies, (e.g., Ursic & Czinkota 1984 and Aaby & Slater 1989).
The

"product

characteristics" factor

is shown

to be

directly

related to the level of exporting. This might indicate that the strong
of the firm's product advantages, the higher its level of exporting
will be. It is found to be in agreement with many previous works, such
as Khan (1978), Beamish and Munro (1987) and McGuinness (1978).
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The

"operational

obstacles"

factor

is found

to be

negatively

associated with the level of exporting. This might indicate that the
higher the perceptions of the export operational obstacles, the lowe r
the level

of exporting will be. Also, the "perceived risk" factor is

found to be negatively related to the level of exporting. The result
might indicate

that the higher the perception of risks, the lower the

level of exporting will be. This result was supported by the findings
of the other studies (e.g., Bilkey 1978 and Schlegelmilch 1986).
The

"export objectives" factor is found to be

positively related

to the dependent variable level of exporting. This might indicate that
the higher the expectation of management with regard to the export
objectives, the higher their firms' level of exporting will be. It i s
in agreement with many export studies, such as

Czinkota and Johnston

(1983), Cavusgil and Nevin (1981) and Axinn (1985, 1988).
The

"export

benefits"

factor is

also

found

to be

positively

correlated with the level of exporting. This might indicate that the
higher the perceptions,

or the

importance attached to the

export

benefits, the higher the level of exporting will be.
The last

factor (i.e., "education") is shown to have a direct

association with the

level of

exporting. This might indicate

higher the level of the manager's education, the higher

the

the

level of

their firms' exporting will be. It appears to be in agreement with
previoUS

works,

such

as

Schlegelmilch

(1983)

and

Burton

&

schlegelmilch (1987).
The lack of significance for the other factors,

(i.e.,

"export

barriers", "co.petitive situations", and "technological strengths")
might be attributed to the fact that they may be more important in
determining the firm's

export behaviour

exporting.
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rather than

its level

of

8.2.2

External Environmental Di.ension: Factor Correlations

The interpretation of the five significant factors of the external
environmental dimension is

presented and discussed in terms of the

their level of the correlations

and their level of significance (see

Table 8.1), as follows:
The "foreign .arket conditions" factor stands out as the highest
factor correlated with the
that the higher the

level of exporting.

This might indicate

perception or the importance attached to the

foreign market conditions,

the lower the level of exporting will be.

It is not surprising that this factor is found to be crucial to the
level of exporting,

because i f

the foreign

market conditions

are

unfavourably perceived, the level of exporting is expected to be at
its lowest . Of course,
data

collection,

this resul t makes sense, because during the

Jordanian

manufacturing

firms

were

experiencing

tough foreign market conditions as a result of the Gulf crisis which
took place in August
conflict,

1990.

was the most

export products (see

Iraq as

the

main participant of

important destination market for

this

Jordanian

Chapter 1).

The "govertlllent' s export policies and assistance" factor is shown
to be positively associated with the level of exporting. This might
indicate that the higher the importance attached to the government's
export policies and assistance, the higher the level of exporting will
be . This might be due to the fact that these types of assistances are
strongly needed among the firms surveyed, in particular those firms
which

are

not

in

a

position

or

able

to

export

more,

without

government ' s export assistance.
Another factor which is positively correlated with the level of
exporting is the " awareness of the govertlllent ' s export policies and
assistance" . This resu l t

might indicate that the higher the awareness
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of the government's export policies and assistance,
level of exporting will

be.

awareness or knowledge of

I t also

the higher the

might indicate how much the

those export policies and assistance are

important for firms which intend to export more.
The

"goverDllent's export facilities

shown to be negatively
might indicate that

related problems" factor is

associated with the level of exporting. This

the higher the perception of this factor,

lower the level of exporting will be. Also, it
inadequacy of

the

might imply that the

the government's export facilities or the difficul ty

associated with obtaining such facilities is an important determinant
to

the

level

of

exporting.

Again

this factor

emphasizes how

the

government's export facilities are important for firms which want to
export more.
The "domestic .arket conditions" factor

is found to be

associated with the level of exporting. This

negatively

result might indicate

that the higher the perception of the "do.estic .arket conditions"
factor, the lower the level of exporting will be. It might be due to
the fact that the domestic market conditions inhibit the firms from
getting involved in a higher level of exporting. For example, the high
domestic demand

might discourage firms to increase their level of

exporting beyond a certain point (e.g., Rao et al. 1990).
Among the constructs of the external environmental dimension,
independent factors are found

5

to be not importantly related to the

level of exporting. They are; "goverDllent export procedures related
problems", "co_ercial facilities",

"raw material related problems",

"export costs", and "physical distribution". The lack of significant
relationships between those factors and the level of exporting might
be due

to

the

fact

they are important

decision to become involved in exporting.
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in determining

the

firm's

8.3

The Stepwise Multiple Regression: Di.ension Findings
The stepwise multiple regression analysis technique is pe r form ed

here in order to examine the following three null hypotheses:
HO(2):

There is no significant relationship between the internal
environmental measures, (i.e. , 16 factors * ) and the level
of exporting, taken together.

HO(3):

There is no significant relationship between the external
environmental measures, (i.e., 10 factors * ) and the level
of exporting, taken together.

HO(4) :

There

is

no

significant relationship between

environmental measures
of
Table

(8.2)

exporting, taken
summarizes

(i . e., 26 factors)

the

and

two

the level

together.

the

results

of

the

stepwise

multiple

regression analysis, with the F - ratio test, for the three above
hypotheses. The results indicate that each of these hypotheses (i.e.,
H02, H03, and H04)

is correlated significantly with the level of

exporting at

level

concluded that

.0000

there

is

of significant.
a significant

Accordingly,

it may be

relationship between

each

dimension (I.e., internal, external, and combined) and the level of
exporting.
Table (8.2)
A Suaaary Results of the Stepwise Multiples Regression
Multiple

*

Hypotheses

Di.ension

HO(2 )
HO( 3 )
HO(4)

Internal
External
Co.bined

R

. 72370
.73165
. 81175

R. Square Adjusted R DF
Square
.52375
. 53531
. 66871

. 49454
.52289
.64542

16
10
26

F Sign.
.0000
.0000
.0000

A list of the 16 internal factors is provided in Tables (7.9)
A list of the 10 external factors is provided in Tables (7.10)
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8.4 The Interpretation of the Stepwise Multiple Regression Findings
According to the stepwise multiple regression method, the variable
which correlated highly with the dependent variable level of exporting
is expected to enter into the regression equation. The F value at .00
level of significance will be used to determine the "goodness of fit"
for the regression equation. The F value is the ratio of explained to
unexplained variance accounted for by the regression equation. When
the

total

variance

accounted for

is

low,

interpretation of

the

individual beta coefficient has little meaning (SPSS 1990). Therefore,
when the adjusted (R ) square is around .10 or above and the F value
of the regression equation reaches to 0.05 level of significance the
individual beta weight is explained.
Also, in this study the severity or degree of multicollinearity is
tested by examining the relative size of the pairwise correlation
coefficient

between

the

explanatory

independent

factors.

An

examination of the correlation matrix indicates that the correlation
for each coefficient is

less than about

(.50).

Therefore,

it is

possible to interpret the results since the multicollinearity is not
severe.
The results of the stepwise regression analysis are presented and
discussed here under the following subsections:

8.4.1

Stepwise Multiple Regression: Internal Di.ension

The results of the stepwise regression analysis indicate that the
firm's internal environmental dimension (i.e., all 16 factors of the
internal dimension, taken together) is significantly related to the
level of exporting. This result supports the findings of the previous
studies, in particular those reported by Cavusgil and Nevin (1981),
Kolhede (1984), Axinn (1988), Gomez-Mejia (1988) & Gemunden (1991).
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The

findings

also

indicate

that,

out of

those

16 explanatory

independent factors, only 3 factors are included in the regression
equation. These 3 factors in terms of their order of importance are;
"willingness to change", "co_ituent to export related activities",
and "size of the fiB" (see Table 8.3).
The adjusted R square

for these

three factors

is

.4945.

This

indicates that about 50% of the variation of the level of exporting
can be explained by these three factors.
The

"willingness to change" factor is shown to be

the most

important factor that related to the level of exporting. The Beta
coefficient for

this

factor is

.5872.

This might

imply that

the

management willingness to change the export marketing policies to meet
foreign markets conditions is necessary for

firms which want improve

their level of exporting.
The "co_itwent to export related activities" is the next most
important

factor

that

is

highly

associated

with

the

level

of

exporting. The Beta coefficient indicates that this factor on its own
accounted for .3565 of the variation of the level of exporting. It
might imply that the commitment to export marketing activities is
important for firms which want to increase their level of exporting.
The last most important factor included in the regression equation
is the "size of the fin". The Beta correlation coefficient for this
factor is .1595. This might indicate that this factor (i.e., the "size
of the fin")

is critical for firms which intend to improve their

level of exporting.
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Table (8.3)
The Stepwise Regression Analysis: Internal Di.ension
Multiple R
R Square
Adjusted R Square

.72370
.52375
.49454

Significant F

=

.0000

Factors Included In the Regression Equation
Factors
Willingness to change
Commitment to export
related activities
The size of the firm

Step Molt.

Rsq

Adjrsq

Sign. Beta In

2

.5872
.6868

.5872
.4717

.3411
.4689

.000
.000

.5872
.3562

3

.7032

.4845

.4905

.000

.1595

1

247

8.4.2

Stepwise Multiple Regression: External Dimension

The results of the stepwise multiple regression analysis indicate
that

the

firm's

external

environmental

factors of the external dimension;

dimension,

(i.e.,

taken together)

all

10

is importantly

related to the level of exporting.
To the best knowledge of the researcher, supporting evidence for
the effect of the external dimension (taken together) upon the level
of exporting might not be established in the previous studies*.
The findings indicate that, out of these 10 explanatory independent
factors,

only 5 important factors

are included in the

regression

equation. The adjusted R square of these factors is .5234.
In comparing this result with the previous one, i.e., the result of
internal dimension (see section 8.2.1), it may be concluded that the
combination of the factors of the external dimension (52%) produces a
slightly

better

exporting

than

explanation
the

of

combination

the
of

variances

the

factors

of
of

the level of
the

internal

dimension (50%). This might indicate that the factors existing outside
the firm's environmental boundary are more critical to its level of
exporting

than

those

ones

related

to

its

internal

environmental

process.
As shown in Table (8.4), these five most important factors included
in the regression equation are discussed according to

their order of

importance as follows:
The "foreign .arkets conditions" factor is ranked as the most
important

when

compared

to

environmental dimension. This
conditions as perceived by

*

the

other

factors

of

the

external

might indicate that the foreign market

managers are crucial to a high level of

The variables or the constructs which comprise the external
environmental dimension were only examined separately in the
previous studies.
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Table (8.4)
The Stepwise Regression Analysis: External Dimension
Multiple R
R Square
Adjusted R Square

.73165
.53531
.52289

Significant F

.0000

Factors Included In the Regression Equation
Factors

Step Mult.

The foreign market
conditions
The government's export
policies and assistances
The awareness of the
government's export
policies and assistances
The domestic market
conditions
The export costs

Rsq

Adjrsq

Sign.

Beta in

I

.6881

.4734

.4721

.000

- .6881

2

.7046

.4938

.4936

.000

.1555

3

.7163

.5130

.5092

.000

.1314

4

.7245

.5249

.5199

.000

- .1097

5

.7284

.5305

.5243

.000

- .0980
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exporting. In other words, the higher the importance attached to the
"foreign markets conditions" factor, the lower the level of exporting
will be. Unfavourable perceptions of the foreign market conditions
might discourage or inhibit firms from exporting more.
Another most important factor is the "govern.ent's export policies
and assistance".

The

Beta coefficient

indicates

that

there

is a

positive relationship between this factor and the dependent variable.
This might indicate that these export assistances and policies are
required for firms which want to be at a high level of exporting.
The "awareness of the government's export policies and assistances"
factor is ranked as the third most important factor associated with
the level of exporting.

This

might indicate, on the one hand, how

much those export policies and assistances are important to the level
of

exporting, and on the other hand, it might indicate how much the

government pays attention to promoting and encouraging firms to become
involved in export marketing.
Another most important factor

included in the regression equation

is the "do.estic market conditions". This might indicate that the
"do.estic .arket conditions"

factor is critical for firms which want

to increase their level of exporting. In fact, the domestic market
conditions might discourage or inhibit firms from increasing their
level of exporting beyond certain conditions (e.g., Keesing 1979 and
Rao et al. 1977, 1990).
Finally, the last most important factor

is the "export costs". The

result indicates that there is a negative relationship between this
factor and the dependent variable. This might indicate that the higher
the perception of the costs of obtaining commercial facilities for
exporting purposes, the lower the level of exporting will be.
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8.4.3

Stepwise Multiple Regression: Combination

This approach is expected to provide evidence of the determinants
of the level of exporting when compared with the solution for each
dimension,

(i.e., each one acts alone). More of the predictor factors

are expected to enter in the regression equation.
The results of the stepwise multiple regression indicate that the
combination

of

the

two dimensions

(i.e., all 26 factors, acting

together) is significantly associated with the level of exporting.
The findings also indicate that, out of the 26 factors, only 7
factors are included in the regression equation. The adjusted R square
for

those

7 factors

together is

.6443,

i.e.,

about

64% of

the

variation of the level of exporting is explained by them (Table 8.5).
Those 7 Bost important factors included in the regression equation
are

in

terms

conditions" ,

of

their

order

".anage.ent' s

facilities

"business
related

importance;

willingness

export related activities",
conditions",

of

to

change" ,

"size of the fin",

experience",

and

"foreign

the

markets

"co_itment

to

"dollestic market

"government's

export

proble.s".

Four factors related to the internal dimension, and three factors
related to the
are also

external

dimension.

The 4 internal dimension factors

shown to be importantly related to the level of exporting

when they taken separately. However, only 1 factor,

(i.e., business

experience) is not regarded as important when all the factors of the
firm's internal dimension act alone.
The three
importantly

factors of the external dimension are also found to be
related

to

the

dependent

variable

when

they

act

separately. However, only two of them are shown to be important when
all of the factors of the firm's external environmental dimension act
alone. These two factors are : "foreign llarkets
251

conditions"

and

the

Table (8.5)
The Stepwise Regression Analysis: Cowabination
Multiple R
R Square
Adjusted R Square

.81775
.66871
.64452

Significant F

.0000

Factors Included In the Regression Equation
Factors
Foreign market
conditions
Willingness to change
Commitment to export
related activities
Size of the firm
Domestic market
conditions
Business experience
Government's export
facilities related
problems

Step

Hult.

Rsq

Adjrsq

Sign. Beta In

1

.6881

.4754

.4740

.000

- .6895

2
3

.7435
.7844

.5527
.6153

.5504
.6122

.000
.000

.3207
- .2583

4
5

.7964
.8015

.6342
.6425

.6304
.6377

.000
.000

.1457
- .0917

6
7

.8041
.8067

.6466
.6508

.6410
.6443

.000
.000

.0694
.0682
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the "domestic lIarket conditions".
The Beta coefficient indicates that the "foreign .arket conditions"
factor is ranked as the most important in comparison to other factors
included in the regression equation. This might indicate how much this
factor is important to the level of exporting. The adjusted R square
for this factor alone is .4740.

It

also indicates that about 47% of

the variations in the dependent variable level of exporting can be
explained only by this factor.
The "willingness to change" factor is the next most

important

factor that is directly associated with the level of exporting. The
Beta correlation coefficient for this factor is .3207. This indicates
that there is a moderate relationship between this independent factor
and the level of exporting. The adjusted R square change for this
factor is .0773 which indicates that this factor can add (by itself)
about 8% of the explanation to the total of the

adjusted R square.

Another most important factor included in the regression equation
is the "co_it.ent to export related activities". The Beta correlation
coefficient of this factor is .2583. This might indicate that the
higher the

degree

of

the

firm's

commitment

to undertake

export

marketing activities, the higher the level of exporting might be.
The "size of the fin" is ranked as the fourth most important
factor

related

to

the

level

of

exporting.

The

Beta

correlation

coefficient of this factor is .1457. This might indicate that the size
of the firm is crucial to a high level of exporting, because the
larger firms are more capable of or in a better position to increase
their level of exporting than the smaller manufacturing ones.
The "do.estic .arket conditions" factor is ranked as the fifth
most important factor associated with the level of exporting. The Beta
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correlation

coefficient

relationship between this

indicated

that

the

"business

is

a

negative

factor and the dependent variable.

The result of the stepwise regression
that

there

experience"

factor

at

Step 6 also indicates

might

be

regarded

as

an

important factor related to a high level of exporting. Finally, the
"goverDllent export facilities related proble.s" factor is ranked as
the

seventh

exporting.

most

important factor

associated with

the

level

of

This result might indicate that the worse the perceptions

of these problems associated with obtaining of the government's export
facilities, the lower the level of exporting might be.
In comparing this solution with the other two solutions presented
in the previous sections, i.e., the results of each dimension acting
alone (sections 8.2.1 and 8.2.2, Chapter 8), it may be concluded that
the combination of

the two environmental dimensions would give a

better explanation (predictive power) of the variation of the level of
exporting than either dimension acting individually. Indeed, not only
because

the

number

of determinants

(7

factors) is increased, but

also the rate of explanation which they account for is increased from
49% (internal dimension) and 52% (external dimension) to about 64%.
This

conclusion

implies

that

a

better

understanding

of

the

determinants of the firm's level of exporting requires that the two
environmental dimensions as a whole should be viewed (i.e., internal
and external acting together) rather than only viewing each dimension
acting individually. However, previous studies have mainly focused on
the firm ' s internal environmental characteristics.
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8.5

The Bivariate Correlation: Variable Findings
The

Pearson

correlation

is used

again to

test

the

following

hypothesis:
HO(5): There is no significant relationship between the variables
which comprise each factor and the dependent variable level
of exporting; taken separately.
This major hypothesis can be further

divided into 26 hypotheses

according to the number of the factors included in the analysis. A
summary result for each of these hypotheses is given in Table (8.6).
The results indicate that, out of the 26 factors, only 18 factors
are

found

to

be

significant

in

terms

of

all

their

associated

variables, 2 factors are shown to be insignificant in terms of all
their associated variables, and 6 factors are found to be mixed, i.e.,
some of their associated variables are found to be significant and
others not.

8.6 The Interpretation of the Correlation Variable Findings
The main purpose of

this analysis

is:

(1)

to find

out which

variable is highly correlated with the level of exporting, i.e., the
most important variable in comparison to the other variables of each
factor,

(2)

to

find

out whether the

result

is in agreement or

disagreement with previous works in this field, and (3) to conclude
whether the results of the attributes of each factor taken together or
separately are similar with respect to the level of exporting.
Resul ts of the variables analysis are presented and discussed in
terms of each factor to which they belong, as follows:
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Table (8.6)
The Correlation Coefficients Between the Variables Which Co~rise
Each Independent Factor (Taken Separately) and the Level of Exporting
Hypotheses
F(HO)Ol
F(HO)02
F(HO)03
F(HO)04
F(HO)05
F(HO)06
F(HO)07
F(HO)08
F(HO)09
F(HO) 10
F(HO) 11
F(HO)12
F(HO)13
F(HO)14
F(HO)15
F(HO)l6
F(HO)17
F(HO)18
F(HO)19
F(HO)20
F(HO)21
F(HO)22
F(HO)23
F(HO)24
F(HO)25
F(HO)26

The Independent Factors
Managerial aspirations
Operational obstacles
Perceived risk
Export objectives
Export benefits
Export barriers
Competitive situation
Competitive strengths
Size of the firm
Technological strengths
Business experience
Product characteristics
Commitment to export •••
Willingness to change
Education
Demographic
Government's export
assistances
Awareness of the
government export ••
Government export
facilities ••
Government export
procedures ••
Foreign market conditions
Commercial facilities
Raw material problems
Export costs
Physical distribution
Domestic market conditions

Significance level = 0.05

..

..

and 0.01
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No. of
Variables
6
8

5
5
4
3
2
5
3
3
2
3
8

4
2
2
9

Taken
Separately
signif •
signif •
signif.
signif.
signif •
insignif.
insignif •
signif •
signif •
signif •
signif.
signif.
signif •
signif •
signif.
signif •
8 signif •

All
All
All
All
2
All
All
All
All
All
All
All
All
All
All
1

6

All signif •

6

3 signif •

3

1 signif •

5
4
4
4

3
2

All
All
All
2
All
All

signif •
signif •
insignif.
signif •
signif.
signif •

(1) The "Managerial Aspirations" Factor: Variable Correlations
The "aanagerial aspiration" factor is composed of six variables
(Table 8.7). The

result

indicates

that

each

of these independent

variables is related to a high level of exporting. An examination of
the direction of the relationship between each variable and dependent
variable also indicates all but one are positively correlated with the
dependent variable. This variable which is negatively associated with
the dependent variable is found to be securing steady growth for
firms . it might indicate that the need for securing steady growth is
an important goal for firms with a lower level of exporting. This
result is

confirmed by other studies, (e.g., Bilkey 1978, Cavusgil

1976, Axinn 1985, 1988, and Moon & Lee 1990).
In comparison to other attributes of this factor, reducing the cost
of production is shown to be the most important attribute related to
the level of

exporting.

This might

indicate that

the higher the

aspirations of management to reduce the cost of production, the higher
the level of exporting will be.

Therefore, it may be concluded that

the ".anagerial aspirations" factor attributes (taken together,

or

separately) are important as determinants of the level of exporting,
in particular,

the

managerial aspiration

to

reduce

the cost

production attribute.
Table (8.7)
The Correlation Coefficient Between the Variables of the
"Managerial Aspiration" Factor and the Level of Exporting
No.
V31
V32
V33
V34
V35
V36

Variables

R

Improving the firm's market position
Increasing the overall profit
Securing steady growth
Developing market strategies
Reducing the cost of production
Increasing the sales volume
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.2331**
.3635**
-.3594**
.3667**
.3878**
.3478**

of

(2) The "Operational Obstacles" Factor: Variable Correlations
The "operational obstacles" factor consists of 8 variables (Table
8.8). The result indicates that each of these variables is shown to
have a negative association with the level of exporting. Among the
classes of obstacles,

lack of export expertise

is found to be the

most important related to the dependent variable. This implies that
lack of personal expertise or know - how is an important determinant
of a high level of
The

attributes

together) are

exporting.
of

the

"operational

obstacles"

factor

(taken

also found to be importantly related to the level of

exporting. The possible interpretation

of this lIIight be that the

higher the perception of operational export obstacles. the lower the
level of exporting will be.
There is a strong support for this result. Indeed, it was revealed
by many of the studies. that the perception of export obstacles will
adversely determine the firm's level of exporting, (e.g., Czinkota &
Johnston (1983) & Bilkey (1978».

Table (8.8)
The Correlation Coefficient Between the Variables of the
"Operational Obstacles" Factor and the Level of Exporting
No.
V67
V68
V65
V70
V66
V75
V69
V71

**

Variables

R

Difficulty of obtaining sales representatives
Difficulty of pricing products
Lack of knowledge in communicating
Difficulty of locating potential demand
Lack of personal expertise
Size of production
Inability to establish distribution systems
Difficulty of maintaining control
0.01 significance level
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*

-.2219**
-.1920**
-.2766**
-.2706**
-.2829**
-.2321**
-.2924**
-.2348**

0.05 significance level

(3) The "Perceived Risk" Factor: Variable Correlations
The "perceived risk" factor is composed of five types of risks
(Table 8.9). The result shows that each of these independent variables
is

related

to

the

"perceived risk"

level

of

acting as

exporting.
a

Also,

the

factor is found

result

to be

of

the

importantly

related to the level of exporting. This result is in line with many
export studies, such as Bilkey (1978), Schlegelmilch (1986) and OrtizBuonafina (1990).
Therefore,

it

might

be

concluded

that

the

"perceived

risk"

att'ributes (taken together, or separately) are important determinants
of

the

level

of

exporting,

in

particular,

the

political

risk

attribute.
Table (8.9)
The Correlation Coefficient Between the Variables of
the "Perceived Risk" Factor and the Level of Exporting
No.
V93
V98
V88
V78
V77

Variables
The
The
The
The
The

high
high
high
high
high

R

risk of production
political risk
risk of transportation
foreign exchange risk
risk of collecting money

-.1711**
-.7086**
-.1773**
-.1099*
-.1779**

* = 0.05

significance level

** = 0.01 significance level

(4) 'l'he "Export Objectives" Factor: Variable Correlations
The

"export

objectives"

factor

is

composed

of

5

independent

variables. An examination of Table (8.10) indicates that each of these
variables is shown to have a relationship with the level of exporting.
When compared to other variables of this factor, the increasing the
security of the firm's investment attribute is the only one that was
found to be adversely associated with the level of exporting. The
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result also indicates that management's expectation concerning profit
is the most important attribute that correlated with the dependent
variable. It appears that managers view exporting primarily as an
alternative means for making greater profit. This result is found to
be in conflict with Cavusgil' s study. Cavusgil

(I 976)

reported that

while growth was the main alternative concern for the firm, profit was
found to be the

second. A possible explanation of this could be

related to the different originations of the firms which were studied.
Also, the attributes of this factor as taken together are found to
be importantly related to a high level of exporting. Therefore, it may
be concluded that the

attributes of this factor are important as

determinants

level

of

the

of

in

exporting,

particular,

the

management's expectation of making greater profit attribute.
Table (8.10)
The Correlation Coefficient Between the Variables of the
"Export Objectives" Factor and the Level of Exporting
Variables

No.
V27
V26
V30
V28
V21

Making greater profit
Using the firm's excess capacity
Increasing the firm's annual sales
Increasing the security of the firm's
Increasing the growth of the firm

** = 0.01
(5)

R

significance level

*

.3449**
.2304**
.2391**
-.1179*
.2173**

0.05 significance level

'fhe "Export Benefits" Factor: Variable Correlations

An examination of Table (8.11) indicates that, out of 4 variables
which constitute the "export benefits" factor, only two variables are
found

to

be

associated

with the

level

of

exporting.

These

two

variables are; overcoming instability demand and benefiting from the
government export assistance. This result might indicate that these
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two variables are the most important benefits related to a high level
of

exporting.

variables.

The

lack

of significance

level

for

the

other

two

i. e.. preventing dependency in the domestic market and

having better opportunities in the

foreign market.

could be more

important in determining whether or not the firm would become involved
in export marketing.
However,

these

important to

attributes acting as

a

factor are

regarded as

a high level of exporting. This might indicate that the

attributes of this factor (taken together) are more important to a
high level of exporting than when taken individually. The possible
explanation might be attributed to either of two reasons; the use of
the aggregate measure
depending on

(Le..

each attribute

factor)

may produce more power than

acting individually.

or perhaps

the

different types of the industrial firms under investigation. Some of
these types might regard these at tributes taken together as being
critical to their high level of exporting.
Table (8.11)
1be Correlation Coefficient Between the Variables of the
"Export Benefits" Factor and the Level of Exporting
No.

Variables

R

Overcoming instability demand
Better opportunities in the foreign market
Benefiting from the government's export
assistance
Preventing dependency in the domestic market

Vl6
V29
V20
V22
**

= 0.01

significance level

*

.1988**
.0851
.1719**
.0851

0.05 significance level

(6) The "Export Barriers" Factor: Variable Correlations
The

"export

barriers"

factor

consists

of

three

independent

variables. An examination of Table (8.12) indicates that each of these
independent variables is not shown to be an important to the level of
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exporting. The result for these variables acting as a factor are also
found to be

not

important to

the dependent variable. This might

indicate that these attributes of this factor are not regarded as
important

determinants

of

together, or separately.
significance

the

level

of

exporting

whether

The possible explanation of

taken

the lack of

might be attributed to the fact that these types of

export barriers have more influence on the firm's decision to export.
Table (8.12)
The Correlation Coefficient Between the Variables of the
"Export Barriers" Factor and the Level of Exporting
Variables

No.
V73
V74
V72

Inability to provide follow up services
Inability to provide credit facilities
Difficulty of collecting money

** = 0.01
(7)

R

* = 0.05

significance level

The "C01lpetitive Situation"

The "co.petitive situation"
variables;

keeping

pace

significance level

Factor: Variable Correlations

factor consists of

with

-.0418
-.0929
-.0840

local

competitors

two

independent

and

overcoming

competition in the domestic market. An examination of Table (8.13)
reveals that each of them is shown to be not important to the level of
exporting. These attributes acting as

a factor are also found to be

not important to the dependent variable.
Table (8.13)
The Correlation Coefficient Between the Variables of the
"Co.petitive Situation" Factor and the Level of Exporting
No.
V23
V19

Variables

R

Overcoming competition in the domestic market
Keeping peace with local competitors
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.0300
.0054

Therefore, it may be concluded that the attributes of this factor
are

not

important determinants of

together,

or

separately).

The

the

level

possible

of exporting

explanation

is

(taken

that

the

competitive situations in the domestic market might be critical to the
firm to become involved in exporting rather than to increase its level
of exporting.

(8) The "Market Co.petitive Strengths" Factor:
Variable Correlations
The

".arket

co~etitive

strengths"

factor is

composed of

six

independent variables (Table 8.14). The result indicates that each of
these variables is shown to
level of exporting.

have a direct relationship with the

In comparison to the other variables of this

factor, the strength of management at tribute is the TIIost important
related to the dependent variable.
Also,

the findings in

respect of these attributes acting as a

factor are regarded to be important to a high level of exporting.
Therefore,

it

might

be

concluded

that

together, or separately) are important

these

attributes

(taken

determinants of the level of

exporting, in particular, the strength of management skills attribute.
Table (8.14)
The Correlation Coefficient Between the Variables of the
"Market Co.petitive Strengths" Factor and the Level of Exporting
No.
V54
V53
V24
Vl8
V49

**

Variables

R

Ability to hire trained persons for the
overseas markets
Ability to offer discount prices to
overseas customers
The strength of management
The proximity to foreign market
The firm's technological standard level

.2703**
.2824**
.3543**
.1045*
.2343**

* = 0.05 significance level

0.01 significance level
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(9) The "Size of the Fin" Factor: Variable Correlations
The "size of the fiIll" factor consists of three variables; number
of employees, total of capital assets, and sales volume. The result
indicates that each of them is shown to be important to a high level
of exporting. An examination of Table (8.15)

reveals that the total

capital assets,

the highest

which each

directly correlated with

firm holds,

is

one

that

the level of exporting. This might indicate

that the size of the capital assets that are held by each firm would
be critical to its high level of exporting.
Also,

these attributes as acting together are found to be directly

related to the

level of

exporting. Therefore, it might be concluded

that the attributes of this factor are important

as determinants of

the level of exporting (taken together, or separately), in particular,
the amount of capital assets held by each firm.
Table (8.15)
The Correlation Coefficient Between the Variables of the
"Size of the Filll" Factor and the Level of Exporting
Variables

No.
VI04
VI06
VI08

R

.3552**
.4336**
.3885**

Number of employees
Total of the capital assets
Total sales volume

** = 0.01

significance level

*

0.05 significance level

(10) The "Fint's Technological Strengths" Factor:
Variable Correlations
The

"fint's technological

variables

(Table

variables

is

8.16).

found

to

exporting. However, these

The

strengths"
results

factor

reveal

consists of
that

be directly associated with

each
the

of

three
these

level

of

attributes as acting together are found to

be irrelevant to the dependent variable. This might indicate that
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these attributes (taken individually) are more important to the level
of exporting than when they are taken together, (i.e., as a factor).
There appears

to be a contradiction in

the

resul t. It might be

attributed partially to the fact that most of the firms which were
surveyed did not produce a high technological product,

or it could be

related to the general low level of technological development in the
Jordanian

environment.

However,

this

result

still

needs

further

investigation.
Table (8.16)
'l'he Correlation Coefficient Between the Variables of the "Firm's
Technological Strengths" Factor and the Level of Exporting
Variables

No .

R

The superior product equipment
The superior production methods
The higher ability to modify the product

V50
V51
V55

**

= 0.01 significance level

.1074*
.1431**
.2332**

* 0.05 = significance

level

(11) The "Business Experience" Factor: Variable Correlations
As can be seen in Table (8 . 17), the "business experience" factor
consists of

two types of experience;

number of years in business

(age) and number of years in exporting. The result indicates that each
of these variables is directly associated with the level of exporting.
The number of years exporting is the most important type of experience
that highly correlated with the dependent variable.
Also, these attributes of this factor taken together are found to
be importantly related to

the level of exporting. This result is

supported strongly by many studies (e.g., Bilkey 1978, McDougall
Stening 1975,

Ursie

&

Czinkota 1984 and Da Rocha et al.

&

1990) •

Therefore, it can be concluded that the wider the business experience
of the firm, the higher the level of exporting will be expected.

265

Table (8.l7)
The Correlation Coefficient Between the Variables of the
"Business Experience" Factor and the Level of Exporting
Variables

No.

The number of years in business
The number of years exporting

VI03
V107

= 0.01

**

R

significance level

"* 0.05

.1361 **
.5202**
significance level

(12) The "Product Characteristics" Factor:
Variable Correlations
The

result

indicates

that

each of

the

three attributes which

constitute this factor (Table 8.18) is importantly related to the
dependent variable level of exporting. When compared to the other
attributes of this factor,

the uniqueness of product attribute is

found to be the most important that highly associated with the level
of exporting.
The at tributes

of

the "product

characteristics"

factor

(taken

together) are also regarded as important to the level of exporting.
This result is strongly supported by many export studies. such as
Kolhede (1984),

Schlegelmilch (1986),

and Da Rocha et al.

1990

Therefore, it might be concluded that the attributes of the "product
characteristics" factor (taken together, or separately) are important
as

determinants

of

the

level

of

exporting,

in

particular,

uniqueness of a product attribute.
Table (8.18)
The Correlation Coefficient Between the Variables of the
"product Characteristics" Factor and the Level of Exporting
No.
V52
V25
VI7

Variables

R

Product quality
Product competitive price
Uniqueness of product
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.1045*
.2805**
.3180**

the

(13) The "Co•• it.ent to Export Related Activities" Factor:
Variable Correlations
The "co_it.ent to export related activities" factor consists of 8
independent variables (Table 8.19). The results reveal that each of
these variables is importantly related to the level of exporting. When
compared

to

the

other variables.

the commitment

to seek

export

opportunities attribute is the most important related to the dependent
variable.
These variables acting as a factor are also considered as important
to a high level of exporting. This result appears to agree with the
findings of the

previous export studies. such as

Cavusgil and Nevin

(1981), Kolhede

those reported by

(1984) and Walters and Samiee

(1990). Therefore, it might be concluded that the attributes of this
factor (taken together or separately) are important as determinants of
the level of exporting, in particular, the commitment to seek export
opportunities in foreign markets.
Table (8.19)
The Correlation Coefficient Between the Variables of the "Co.-it.ent
to Export Related Activities" Factor and the Level of Exporting
No.
V41
V40
V42
V43
V44
V38
V39
V37

Variables

R

We promote our products to overseas customers
We participate in international trade fairs
We plan to get into foreign markets
We send sales representatives to foreign market
We have a formal policy
We consistently seek export opportunities
We carry out a systematic research into the
possibilities of exporting
We use export marketing research

.3956**
.3595 **
.3919**
.4071**
.2894**
.4795**
.3837 **
.4142**

(14) The "Willingness to Change" Factor: Variable Correlations
The "willingness to change" factor is composed of four independent
variables (Table 8.20). The

result
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indicates

that

each

of

these

variables is shown to have a direct association with the level of
exporting.

In comparison to other attributes of

this factor,

the

management's willingness to change pricing policies attribute is

the

most important related to the level of exporting. This might indicate
that the top management of the firms who are more willing to change
pricing policies, are more likely to be those firms at the higher
level of exporting.
These

attributes

acting

as

a

factor

are

also

found

to

be

importantly related to the dependent variable. This result supports
previous studies,
(1989),

and

such as Ortiz-Buonafina

Cooper

& Kleinschmidt

(1990),

(1985).

Seifert & Ford

Therefore,

it may

be

concluded that the attributes of this factor (taken separately, or
together) are important as determinants of the level of exporting.

Table (8.20)
lbe Correlation Coefficient Between the Variables of the
"Willingness to Change" Factor and the Level of Exporting
No.
V45
V47
V46
V48
**

Variables

R

Willingness to
control system
Willingness to
Willingness to
Willingness to

= 0.01

modify organisational and

.3962**

change pricing policies
adapt product policies
modify distribution system

.5646**
.2893**
.5239**

significance level

* 0.05

=

significance level

(15) The "Education" Factor: Variable Correlations
The "education" factor consists of two types of education; the
level of education that each manager completes and proficiency in a
foreign

language.

An

examination of

the correlation

coefficients

results in Table (8.21) indicate that each of these is importantly
related to a high level of exporting. When compared to other variables
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in the same category, proficiency in a foreign language is the most
important

attribute related

to the level of exporting. This might

indicate that knowledge of a foreign language is necessary for firms
which want to improve their level of exporting. However,

previous

studies produced mixed results with regard to the relationship between
the decision -

maker's

foreign language

skills and

the level of

exporting. While Schlegelmilch (1986), Khan (1978) and Langston (1976)
showed a positive relationship,

others such as Simmonds & Smith

(1968), Reid (1980) and

Lee (1990) attached little, or no

Moon

&

relationship to such skills.

Table (8.21)
The Correlation Coefficient Between the Variables of the
"Education" Factor and the Level of Exporting
No.
V120
V117

R

Variables
Proficiency in a foreign language
Level of education
0.01 significance level

**

*=

.4738**
.3081 **

0.05 significance level

(16) The "De.ographic" Factor: Variable Correlations
The

"de.ographic"

experience.

An

factor

examination

is
of

composed
Table

of

(8.22)

two

types;

indicates

age

and

that

the

manager's experience is the only attribute importantly related to the
level of exporting. This might indicate that the wider the experience
of the manager in business, the higher the level of exporting is
probably. Previous studies reported a strong relationship between the
manager's foreign experience and the

level of

schlegelmilch (1986), Axinn (1988) and Da Rocha

269

exporting, such as
et al . (1990).

The lack of significance for the age attribute might be related to
the fact that i t might be more important to the firm's decision to
become involved in exporting. However, these at tributes acting as a
factor are

found to be importantly related to the dependent variable.

This might be

due to either the use of the aggregate measure here

which may produce more effect on the dependent variable than each
variable acting individually, or perhaps the different demographic
characteristics

of

the

makers

decision

in

the

firms

under

investigation.
Table (8.22)
The Correlation Coefficient Between the Variables of the
"De.ographic" Factor and the Level of Exporting
No.

Variables

V1l5
V1l4

Experience
Age

**

=

R

.1523**
-.0028

* = 0.05

0.01 significance level

significance level

(17) The "GoverIlllent's Export Policies and Assistance" Factor:
Variable Correlations
As can be seen in Table (8.23), the "govenment I s export policies
and

assistance"

factor

consists

indicates that 8 of them are

of

nine

variables.

The

result

correlated with the level of exporting.

Among these significant eight variables, the devaluation of the JD and
the

trade

agreement

policies

are

the

most

important

variables

associated with the dependent variable. The insignificant variable

is

found to be the Free Trade Zone facilities. The lack of significance
of this variable might indicate that i t is either not important as
determinant of the level of exporting, or it could be important, but
it has not been considered yet, due to the lack of awareness of such a
facility among the firms surveyed.
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However,

the

regarded as

attributes

important

to

of

this

a high

factor

(taken

together)

level of exporting.

are

This might

indicate that these attributes when taken together are more important
as determinants of the level of exporting than when they are acting
separately.

This

might

be

attributed to

either the

use

of

the

aggregate measure here (i.e., factor), or perhaps the different types
of the industrial firms under investigation. Some of these types might
consider these attributes taken together as being critical to their
high level of exporting.
Table (8 . 23)
The Correlation Coefficient Between the Variables of the "GoverIlllent's
Export Policies and Assistance" Factor and the Level of Exporting
Variables

No.

Government's trade agreement policy
Export credit discount programme
Duty - drawback facilities
Foreign market information
Managerial services
Trade Zones facilities
Devaluation of JD
Temporary - entry facilities
The income tax rebate policy

VI
V2
V3
V4
V5
V6
V7
V8
V9
**

R

=

0.01 significance level

*

. 2850**
.2224**
. 2701**
.2112**
.1976**
.0680
. 3039**
.2859**
.2024**

0.05 significance level

(18) 'l'he "Awareness of the Governaent's Export Policies and
Assistances" Factor: Variable Correlations
The "awareness of the govermtent ' s export policies and assistances"
factor

consists

of

indicates that each of

6

variables. An examination of Table (8.24)
these variable is shown to have a direct

relationship with the level of exporting.
Also, these attributes acting as a factor are found to be important
to the level of exporting.

Therefore, i t may be concluded that the

attributes of this factor whether taken separately or together are
important as determinants of a high level of exporting.
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Table (8.24)
The Correlation Coefficient Between the Variables of the "Awareness
of Govenment's Export Policies" Factor and the Level of Exporting
Variables

No.

Knowledge
Awareness
Awareness
Awareness
Knowledge
Awareness

VlO
Vll
V12
V13
V14
V15

R
of
of
of
of
of
of

Free Trade Zone facilities
the duty- drawback facilities
the export credit programme
the managerial services
temporary entry facilities
the export services

.1365**
.31 46**
.2690**
.2694**
.2313**
.1 899**

(19) The "Govermlent's Export Facilities Related Problems" Factor:
Variable Correlations
The

"govenment 's

export facilities

related proble.s"

factor

consists of six variables (Table 8. 25). The results indicate that
only three variables of them are shown to be related to the level of
exporting;

the high cost of

export documents,

lack of commercial

at taches, and the bank - guarantee requirement. This might indicate
that these variables are the most important that related to a high
level of exporting when compared to the other variables of this factor
(i.e., the inadequate tax incentive, complexity of the duty - drawback
system, and the high duties).
Table (8.25)
The correlation Coefficient Between the Variables of the "Govenment's
Export Facilities Related Proble.s" Factor and the Level of Exporting
No.
V59
V60
V61
V62
V63
V80

R

Variables
Inadequate tax incentives
High cost of export documents
Complexity of the duty drawback system
Lack of Commercial - Attaches
High duties imposed on spare parts
The bank - guarantees requirement
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-.0024
-.1471**
-.1273
- .1086*
-.0747
-.1256*

However, the attributes of this factor as taken together are found
to be related to the level of exporting.

The possible explanation of

this result might be attributed to either of the two reasons; the use
of the aggregate measure (i.e., factor) may produce more effect on the
level of exporting than depending on each attribute acting separately,
or perhaps some of the different types of the industrial firms under
investigation might consider these attributes taken together as being
critical to their high level of exporting.

(20) The "Govertlllent's Export Procedures Related Proble.s" Factor:
Variable Correlations
The "goverIlllent's
consists

of

three

export procedures

types

clearances procedures,
inspection procedure.

of

export
An

related proble.s"

procedures.

Namely;

licence procedures,

factor

customs'

export

and

expo r t

the

examination of Table (8.26) indicates that

the export inspection procedures is the only variable related to the
level

of

exporting.

The

lack of significance

variables _ight indicate that they are

for

the

other

two

more important in determining

the firm's decision of whether or not to become involved in export
marketing.
These attributes acting as

a factor are also found to be

not

related to the level of exporting. This result might indicate that
these

attributes

whether

taken

together,

or

separately

are

not

regarded as important determinants of the level of exporting, except
for the export inspection procedures. This might be attributed to the
fact that the inspection process is considered to be one of the mai n
problems

encountered

by

manufacturing

firms

in

Jordan.

It

was

concluded through the preliminary interviews (see chapter 3) that the
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time and the routine procedures associated with the export inspection
process is long and complicated.
Table (8.26)
The Correlation Coefficient Between the Variables of the "Govertlllent's
Export Procedures Related Proble.s" Factor and the Level of Exporting
Variables

No.

R

The customs export clearance procedures
The export license procedure
The export inspection process

V56
V57
V58

**

= 0.01 significance level

*

-.0274
-.0683
-.1718**

0.05 significance level

(21) The "Foreign Markets Conditions" Factor: Variable Correlations
The "foreign .arkets conditions" factor includes 5 independent
variables

(Table 8.27).

The

results

indicate

that

each of

these

variables is shown to be related to the level of exporting. When
compared to the other variables of this factor, political instability
is the most important attribute related to the level of exporting.
These attributes acting as a factor are also found to be related
to the level of exporting.

Therefore, i t may be concluded that the

attributes of this factor (taken together or separately) are important
as determinants of the level of exporting.
Table (8.27)
The Correlation Coefficient Between the Variables of the
"Foreign Markets Conditions" Factor and the Level of Exporting
No.
V94
V95
V96
V97
V98
**

Variables

R

Difficulty of business practice
The intensity of competition
Foreign government restrictions
Geographical distances
Political instability

= 0.01

significance level
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-.1628**
-.6235**
-.5461**
-.4898**
-.7086**

* = 0.05 significance level

(22) The "Co_ercial Facilities Related Proble.s" Factor:
Variable Correlations
The "co_ercial facilities related proble.s" factor consists of 4
(8.28).

variables

These

independent

variables

are;

lack

of

information, lack of export credit guarantees, difficulty of access to
banking facilities and lack of effective trade companies. The results
indicate that each of these variables is

related to the dependent

variable. When compared to the other variables of this factor,
lack of export credit guarantee

the

system against non - payment risk is

the most important attribute related to the level of exporting.
However, the attributes of this factor (taken together) are found
to be irrelevant to the level of exporting. This might reveal that
these attributes are more relevant to the dependent variable when they
are acting

separately

than

together as a factor. It might be due to

the different types of the industrial firms under investigation, some
of which might consider only some facilities as being critical to
their high level of exporting. The lack of export credit guarantee
system against non - payment risk might discourage firms to increase
their level

of

exporting beyond a certain point.

This result

is

recommended for further investigation.
Table (8.28)
The Correlation Coefficient Between the Variables of the "Co_ercial
Facilities Related Proble.s" Factor and the Level of Exporting
No.
V64
V76
V79
V86

Variables

R

Lack of information
Lack of export credit guarantee against
non - payment risk
Difficulty of obtaining banking facilities
Lack of effective trade companies
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-.2091**
-.2402**
-.1370**
-.1474**

(23) The "Raw Material Related Problems" Factor: Variable
Correlations
The

"raw .aterial

related problems"

variables, Table (8.29).

The result

factor is

indicates that

composed of
each of

4

these

variables is not related to the level of exporting. Also, the result
of these attributes acting as a factor is found to be insignificant.
Therefore,
considered

it may be concluded that

not

important as determinants of the level exporting whether

acting as a factor or
might be

these attributes are

attributed

separately.
to

the

fact

The possible explanation of this
that

these

attributes are more

important in determining whether the firm would become involved in
exporting rather than the level of exporting.

Table (8.29)
'the Correlation Coefficient Between the Variables of the
"Raw Material Related Proble.s" Factor and the Level of Exporting
Variables

No.

The
The
The
The

VB3

V84
V85
V92

**

=

R

Difficulty of obtaining raw material
low quality of raw material
shortage of raw material
high price of raw material

0.01 significance level

* 0.05

-.0522
-.0023
-.0439
-.0939

significance level

(24) The "Export Costs" Factor: Variable Correlations
The "export costs" factor consists of 4 types of costs (Table
8.30). These four types are; cost of communication, cost of labour
skillS, warehouse facilities, and interest rate. The result indicates
that only two variables are related to the dependent variable. These
two variables are; cost of labour skills and high interest rates. This
might indicate that these two variables are more important to the high
level of

exporting when compared to
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the other variables of

this

factor, i. e.,

the cost of communication and the cost of warehouse

facilities.
However, these attributes acting as a factor are found to be not
related to the level of exporting. This might due be to the different
types of the industrial firms under investigation. Some of these types
might regard only some attributes as being critical to their high
level of exporting.

Table (8.30)
'fbe Correlation Coefficient Findings Between the Variables
of the "Export Costs" Factor and the Level of Exporting
No.
V89
V90
V91
VIOl

Variables
High
High
High
High

R

cost of communication
cost of labour skills
cost of obtaining warehouse
interest rate

** 0.01 significance level

facilities

-.0571
-.1469**
-.0936
-.1869**

* 0.05 significance level

(25) The "Physical Distribution" Factor: Variable Correlations
The "physical distribution" factor is composed of six variables
(Table 8.31), The result indicates that each of these variables is
importantly related

to

the

level of exporting variable.

However,

these variables acting as a factor is found to be irrelevant to the
dependent variable. This might be attributed to the different types of
the industrial firms under investigation, some of which might consider
only some attributes of this factor as being important to their high
level of exporting.
Therefore,

it may be

concluded that

these variables are more

important to the dependent variable level of exporting
taken separately than when they are taken together.
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when they are

Table (8.31)
l~e Correlation Coefficient Between the Variables of the
"Physical Distribution" Factor and the Level of Exporting

Variables

No.

R

Difficulty of obtaining shipping facilities
Difficulty of obtaining warehouses facilities
High freight of transportation

V8l
V82
V87

** 0.01 significance level

-.1340**
-.1099**
-.1895**

* 0.05 significance level

(26) The "Do.estic Market Conditions" Factor:
Variable Correlations

The "da.estic .arket conditions" factor consists of two variables;
intense competition and the high domestic demand. An examination of
Table (8.32) shows that each of them is related to the level of
exporting.
Also,

these two variables acting as a factor are found to be

importantly related to the

dependent variable level of exporting.

Therefore, it may be concluded that these variables (taken separately,
or together) are important as determinants of the level of exporting.
Table (8.32)
The Correlation Coefficient Between the Variables of the
"Do.estic Market Conditions" Factor and the Level of Exporting
No.
V99
VIOa

**

Variables

R

Intense competition
The high domestic demand
0.01 significance level
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-.6926**
-.6620**
*

~

0.05 significance level

Summary and Conclusions
This chapter

presents the main findings related to the study's

objectives and testing relevant hypotheses (Hal, H02, H03 H04 and HaS)
by using the Pearson correlation coefficient and the stepwise multiple
regression . The findings can be summarized as follows:
(a) Of 26

explanatory

independent

factors,

18 factors were each

found to be significantly associated with the level of exporting.
These factors were: (1) "Foreign .arket conditions related problems",
"Willingness to change"

(2)

export related activities",
aspirations",

(7)

strengths",

(9)

(10)

"Business

of

goverDllent's

(5)

"Demographic"

"Operational obstacles"
"Govelllllent' s

export

export
(14)

(8)

"Com.itlDent to

(4)

"Size of the fin",

(6)

"Managerial

''Market

co.petitive

policies and assistances" ,

experience", (11) "Export

characteristics"
facilities

(3)

objectives" (12) "Awareness

policies and assistance" ( 13) "Product

"Perceived risk",

related proble.s",

(15)

"Govern.ent's

export

(16) the "Do.estic .arket conditions

related proble.s", (17) "Education", and (18) "Export Benefits".
(b) The firm's internal environmental dimension acting alone (i.e.,
all

16

factors,

acting

together)

was

found

to be

significantly

associated with a high level of exporting. The most important factors
of the regression equation were:

(1) "Willingness to change",

(2)

"Co_itment to export related activities", and (3) "Size of the firm".
The adjusted R square result indicated that about 49% of the variation
on the dependent variable level of exporting could be explained by the
above significant factors, acting together.
(c) The firm ' s external environmental dimension acting alone (i.e.,
all

10

factors,

acting together)

was found

to be significantly

related to a high level of exporting. The most important factors of
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Table (8.33)
A Stmllary Review of the Correlation Coefficients Between the
Variables Constituting Each Independent Factor (Taken Separately and
Together) and the Level of Exporting
The Independent Factors
01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.

No. of
Variables

Taken
Together

6

All
All
All
All
2
All
All
All
All
All
All
All
All
All
All
1

9

Signif.
Signif.
Signif.
Signif.
Signif.
Insignif •
Insignif.
Signif.
Signif •
Insignif •
Signif.
Signif •
Signif.
Signif.
Signif.
Signif.
Signif.

6

Signif.

All signif •

6

Signif.

3 signif •

3

Insignif.

1 signif •

5
4
4
4
3
2

Signif •
Insignif.
Insignif.
Insignif.
Insignif.
Signif •

Managerial aspirations
Operational obstacles
Perceived risk
Export objectives
Export benefits
Export barriers
Competitive situation
Competitive strengths
Size of the firm
Technological strengths
Business experience
Product characteristics
Commitment to export •••
Willingness to change
Education
Demographic
Government's export
assistances and policies
Awareness of the
government export
Government export
facilities ••
Government export
procedures ••
Foreign market conditions
Commercial facilities ••
Raw material problems
Export costs
Physical distribution
Domestic market conditions

Significance Levels

...

0.01 & 0.05
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8

5
5
4
3

2
5
3
3

2
3
8
4
2
2

Taken
Separately
signif •
signif •
signif •
signif •
signif •
insignif •
insignif.
signif •
signif •
signif •
signif •
signif •
signif •
signif •
signif.
signif •
8 signif •

All
All
A11
2
A11
All

signif •
signif •
insignif.
signif •
signif •
signif •

regression

equation

"GovernJlent 's

were:

export

(1)

"Foreign .arkets

policies

conditions",

(2)

and assistances". (3) "Awareness of

the govermaent's export policies",

(4) "Export costs" and (5)

the

Do.estic .arket conditions" . The adjusted R square result indicated
that about 52% of the variation of the level of exporting could be
explained by those five significant factors.
(d) Comparing between (b) and (c), it may be concluded that the
variation of the level of

exporting is more explained by factors

outside

the

the

boundary

of

firm,

i.e.,

the

firm's

external

environmental dimension than its internal environmental dimension.
(e) The combination of the two dimensions, (i.e., all 26 factors,
acting together) was found to be significantly related to a high level
of exporting. There were 7 factors included here in the regression
equation: (1) "Foreign .arkets conditions" (2) "Willingness to change tt
(3) "Co. .it.ent

to export related activities"

(4) "Size of the fiI1ll"

(5) "Do.estic .arket conditions" (6) "Business experience", and the
(7) "Govenment export facilities related proble.s". The adjusted R
square indicated that about 64% of the variations on the dependent
variable could be explained by the above factors.
(f)

The

dimensions

integration
not

only

variation of the

approach

the

internal

up with

a better

dependent variable

level of

comes up with more

comes

of

and

external

explanation of

the

exporting, but

also

number of determinants in comparison to

each

dimension acting alone.
(i)

The

results

of

the

relationship

between

the

variables

constituting each independent factor and the level of exporting were
presented and discussed . A summary review of these findings is giVen
in Table (8.33).
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THE DETERMINANTS OF EXPORT BEHAVIOUR:
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CHAPTER NINE
THE DETERMINANTS OF THE EXPORT BEHAVIOUR:
EXPORTERS VS. NON - EXPORTERS
Introduction
In Chapter Eight the main findings

pertaining to the determinants

of the level of exporting (the percentage of export volume) were
analysed and discussed by using the Pearson correlations coefficients
and the stepwise multiple regression analysis.
In

this

Chapter,

the

26

factors *

and

associated

identified in Chapter 7 will be analyzed again for the

variables
following

purposes:
_ To find out whether or not a significant difference exists between
the exporters and non - exporters in terms of the internal and
external environmental measures, (i.e., 26 factors).
_ To predict group membership of the export behaviour on the basis of
these 26 factors.
_ To identify the degree of association between the export behaviour
(Le., exporters and non - exporters) and the internal environmental
measures, (i.e., 16 factors).
_ To identify the degree of association between the export behaviour
(Le., exporters and non - exporters) and the external environmental
measures, (i.e., 10 factors).
_ To discover whether the addition of the external environmental
measures (L e., 10 factors) to the internal environmental measures
. e ., 16 factors) might improve the prediction of the group
( 1.
membership, (i.e., classification).
_ To find out whether the two groups (i. e., exporters and non exporters) are different in terms of the variables comprising each
factor.
The statistical analysis techniques used are; the discriminant
analysis functions,

Chi - Square,

T -

and variables will be analyzed and

test.

Factors

F - test,

McNemar test. and the
discussed

respectively.

*A

list of the factors is given in Tables (7.9) and (7.10), Chapter 7
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9.1

Testing the Research Hypotheses (i.e., H05 to HOlO)
9.1.1

Testing the Significant of Discri.inant Function /
Factors: Chi - Square and Univariate F Ratio

Before attempting to interpret the output of DFA, it was thought
that it would be better to check on its statistical significance. A
statistically significant function means that there is a meaningful
differentiation of the groups on the discriminant score (Churchill,
1983).

For testing

the

solution of DFA in

statistics were used: Chi - square test
The chi - square test was employed
of

the

discriminant

function

for

this study,

two

key

and univariate F ratio .
to determine the significance

each

dimension

(i.e.,

internal

dimension, external dimension, and both), or otherwise the distinction
between exporter's group
internal

and

significance

and non - exporter's group in terms of their

external
of

each

environmental
discriminator

dimensions.
(or

For

predictive

testing

the

factor),

the

univariate F statistics was used as well.
The

following

tested

hypotheses

are

those

pertaining

to

the

significance of the discriminant function of the components of the
internal environmental dimension (16 factors, taken together), and the
components of the external environmental dimension (10 factors, taken
together) •
The null hypotheses were stated as follows:
HO(6): There is no

significant

(i.e., exporters

and

difference

between the two groups

non - exporters) in

terms

of

their

internal environmental measures, taken together.
HO(7): There

is

no

significant

differentiation between

the two

groups (i.e., exporters and non - exporters) on the basis of
their external environmental measures, taken together.
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For hypothesis HO(6), the computed chi - square is (443.54) with 13
degrees of

freedom.

The obtained chi - square value exceeds

the

critical value (34.54) at .000 (or far beyond .001 level) Table (9.4).
The decision, therefore, is to reject the null hypothesis HO(6), and
conclude that the discriminant function of the

components of

the

internal environmental dimension is statistically significant.

Stated

somewhat

(i.e.,

differently,

the

"managerial

aspirations" ,

experience",

"export

internal

"willingness

benefits",

export

environmental

related

".arket

to

measures

change",

co.petitive

activities",

"business
strengths",

"perceived

risk",

"technological strengths", "de.ographic", "product characteristics",
"size of

the

fira",

"export objectives")

do discriminate between

exporters and the non - exporters.
With regard to hypothesis HO(7), the computed value of chi- square
is (214.82) with 7 degree of freedom (see the output of DFA in Table
9.4),

The obtained chi - square value exceeds its critical value

(20.98) with .000 (or too far beyond .001

level of significance).

Therefore, the decision is to reject the null hypothesis HO( 7), and
conclude that the

discriminant function of the

components of

the

external environmental dimension is statistically significant, i.e.,
the "foreign .arltet conditions", "awareness of the govertlment's export
policies and

assistance" ,

the

"govern.ent 's export policies and

assistance", "co_ercial facilities related proble.s lt , "export costs",
and "raw .aterial related proble.s" do distinguish the

exporter I s

group from non - exporter's group.
In addition to the chi - square test, the univariate F statistics
test

was

employed

to

determine

the

significance

level

of

each

predictor independent factor included in each discriminant function,
the null hypotheses were stated as below:
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HO(8): There

is

no

significant differentiation (i.e., variation)

between the two groups (i.e., exporters and non - exporters)
in terms of their internal environmental dimension measures
(mentioned above), taken separately.
HO(9): There is no

significant

determination

(i.e.,

variation)

between the two groups (i.e., exporters and non - exporters)
in terms of their external environmental dimension measures,
taken separately.
Tables 9.1 and 9.2 summarize the computed value of F ratio and its
significance level for

each predictor factor included in the

discriminant functions

of

the

internal

and external

two

environment,

respectively. A closer look at the computed univariate F value in
Table (9.1) indicates that ".anagerial aspirations", "willingness to
change" ,

"co.ait.ent
"aarket

experience",

to

export

coapetitive

strengths",

"technological

related

activities" ,

strengths",

"export

obstacles", and "de.ographic" factors

"business

"perceived

objectives",

risk",

"operational

are found to be significant

beyond .001 or .01 level. However, the "education", "export barriers",
"co.petitive

situations",

"product

characteristics",

and

"export

benefits" factors are found to be insignificant.
Table (9.2) shows that, out of 10 external environmental factors
included in the analysis, 8 are found to be significant beyond .001 or
0 . 05.

Only

2

external

factors

are

found

to

be

insignificant.

Therefore, one should reject the null hypothesis HO(9) with respect to
those 8 significant factors, but accept HO(9) regarding the others.
Each of these 8 external

factors

policies

"awareness

and

assistance",

(1. e.

,

of

the "goveI1lllent' s

export

the

export

goverJlllent's

policies and assistance", the "govermaent ' s export facilities related
proble.s", "govermaent export procedures", "foreign aarket conditions"
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Table (9.1)
Univariate F Value and Its Significant Level in the DFA
of the Internal Envirou.ental Di.ension: Taken Separately
Internal - Envirou.ental Independent
Factors
Managerial aspirations
Operational obstacles
Perceived risk
Export objectives
Export benefits
Export barriers
Competitive situation
competitive strengths
Size of the firm
Technological strengths
Business experience
Product characteristics
Commitment to export
related activities
14. Willingness to change
export marketing policies
15. Education
16. Demographic
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
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Univariate
F Value

Sign.
Level

269.40
38.83
14.43
88.67
3.36
0.28
2.05
79.28
3.72
7.64
95.56
1.96
31.80

0.0000
0.0000
0.0002
0.0000
0.0675
0.5923
0.1529
0.0000
0.0545
0.0060
0.0000
0.1622
0.0000

228.20

0.0000

2.30
101.80

0.1304
0.0000

Table (9.2)
Univariate F Value and Its Significant Level in the DFA
of the External Environ.ental Di.ension: Taken Separately
External - Environ.ental Independent
Factors
1. Government's export policies
and assistance
2. Awareness of the government
export assistance
3. Government's export facilities
related problems
4. Government export procedures
5. Foreign market conditions
6. Commercial facilities
related problems
7. Raw material related problems
8. Export Costs
9. Physical distribution
related problems
The
domestic market conditions
10.
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Univariate
F Value

Sign.
Level

70.2

0.0000

70.6

0.0000

4.6

0.0326

6.0
21.8

0.0147
0.0000
0.0000

4.2
8.0
0.5

0.0416
0.0048
0.4706

0.2

0.6705

77 .5

"co_ercial

facilities

related

problems",

"raw

material

related

problems", and the "export costs") distinguish the exporter's group
from the non - exporter's group.

9 . 1.2

Testing the I.prove.ent in Predicting Group Me.bership

The McNemar test

for

the

significance

of

change was

used

to

determine the significant improvement in the classification of group's
membership

(i.e., exporter's group and non - exporter's group) after

adding all the 10
factors

of

the

external environmental factors to the other 16

internal

environment

in

the

DFA

model.

It

was

hypothesized that:
HO(10): There is no significant

improvement

in

the

discrimination

(i.e., variation) between the two groups (i.e., exporters and
non - exporters) after the addition of external environmental
measures

(i.e., 10 factors)

to

measures (i.e . , 16 factors) in

the

internal environmental

the prediction model of DFA.

Based upon the classification results obtained from the first
(internal dimension) and second

(external dimension)

runs of

DFA,

individual cases are tabulated as to whether they are correctly or
incorrectly
internal

classified in the early discriminant function run (i.e.,

environmental

function run

(i.e . ,

measures

external

only)

and

the

later

environmental measures

discriminant
combined with

internal environmental measures) in Table (9 . 3) .
Referring to Table

(9.3), those individuals who have the same

results in both run ( cell A & D) should be ignored since they show no
change (or improvement) . Cell B includes those individuals who were
incorrectly classified in the early run and correctly classified in
the later run,

and cell C includes individuals who were correctly

classified in the early run and incorrectly classified in the later.
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Table (9.3)
Fourfold Table of McNe.ar Test
Early run of DFA
(Internal di.ension only)
Correct
Later run of DFA
After the addition of
the external di.ension)

Correct
Incorrect

Incorrect

356 (A)

16 (B)

5 (C)

8 (D)

Therefore, the chi - square distributions for change is
=

Df

(lB - C/ - 1)2
B+ C

=1

Naturally the null hypothesis of no improvement would only be
rejected, if more individuals became correctly classified after the
addition of external predictors (i.e., B > C). Therefore, if B > C and
the computed value of X2 is greater than its critical value

within 1

degree of freedom at .05 level of significance, we reject the 80(9)
and conclude that the addition of a predictor in the later run of DFA
(i.e., external environmental measures) has improved the solution.
By applying the above formula, the
X2

(/16 - 5/-1)2
21

4.76
The obtained X2 value of (4.76) with 1 degree of freedom exceeds
its critical value (3.84) at .05 significance level. As a result, the
decision is to reject the null hypothesis, and to conclude that there
was

significant

change or improvement in the classification of group

membership after adding the 10 independent factors of the external
environment to the 16 independent factors of the internal environment.
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9.2 Identification and Prediction of Export Behaviour: Interpretation
of DFA
9.2.1 Cowparative Analysis Between the Internal and External
Dimensions in Respect of Export Behaviour
Various attempts have been made in the literature to describe and
predict export behaviour, (e.g., Cavusgil and Naor 1987, Schlegelmilch
1983, Burton and Schlegelmilch 1987 and Barker & Kaynak 1992,

etc.).

These studies employed internal environmental variables as predictors
of export behaviour. However,

external environmental variables have

received little attention in classification of exporters from non exporters.
Therefore, one of the aims of the present study is to classify and
predict the groups' membership (i.e., exporters and non - exporters)
on the basis of those two environmental dimensions (i.e., 16 internal
factors and 10 external factors,

taken separately) and to compare

between those two dimensions in terms of their predictive power.
In order to accomplish this objective, the 16 independent factors
of the internal environmental dimension and the 10 independent factors
of the external environmental dimension were submitted to the stepwise
DFA computer programme in

SPSSX.

performed

of

on

the

factors

Two stepwise

internal

and

runs

external

of

DFA were

environments

respectively. Table (9.4) contains the summary results of the two
separate discriminant functions of internal and external factors.
The

eigenvalue

(2.35

and

0.75)

and

associated

correlation

coefficient (0.83 and 0.65) in Table (9.4) denote the relative degree
of

relationship

between

each

type

of

the

two

dimensions

(i.e.,

internal and external) and export behaviour (i.e., exporters vs. and
non -

exporters).

The internal dimension has a higher degree of

association with export behaviour than

the external dimension (Table

8.4). Moreover, the low Wilks' lambda (0.30) and the high value of chi
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_ square

(443.54) associated with the first discriminant

function

indicate that the internal dimension and export behaviour are highly
related.
In

addition,

the

classification

results

obtained

from

each

discriminant function helps to visualize exactly how accurate each
discriminant function was in predicting exporter's and non- exporter's
group membership. By looking at Table (9.4), it can be seen that the
first

discriminant

function

(internal

dimension)

has

correctly

classified (95.84%) of the respondents into two discriminant groups,
whereas

the second

discriminant

function

(external

dimension)

is

correctly classified (83.38%).
Table (9.4)
Cowparative Results of Two Separate Discri.inant Analysis Function
Results
Eigenvalue
Canonical correlation
coefficient
Wilk's lambda
Chi - squared
Degree of freedom
Level of significance
Cases correctly
classified
Perfectly accurate
classification

Run * 1
Internal Di.ension

Run * 2
External Di.ension

2.24811
0.8319426

0.76133
0.6574558

0.3078714
443.54
13
0.0000
95.84%

0.5677519
214.82
7
0.0000
83.38%

17 .84

5.38

One way to evaluate the classification from a discriminant function
is to compare it to the classification which one would expect by
chance (Hair et a1. 1987). The question is, however, how much better
than chance should the accuracy of classification be? One practical
approach recommended by Hair et a1. (1987) suggests that in order to
be useful the classification accuracy must be at least 25.0% greater
than chance.
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The probabilities

associated with chance,

in each discriminant

function in the research, are given by the following formula:

c =

p2 + (1 _ P )2

Where :

c
P

=

1 - P

=

chance
proportion of cases in group 1
proportion of cases in group 2

By applying~ the
function) then ~:

above formula (in

of

the two discriminant

272

272

c

any

(1 -

387

387
53%

Based upon the Hair et al. approach, this means that a perfectly
acceptable classification level would be at least 25% greater than 53%
of the achieved by chance 66.25%. In the discriminant function of the
internal
greater

dimension,
(i.e.,

the

95.84%

-

classification
66 . 25%

=

accuracy

29.57%).

level

Whilst

is

the

29.57%

perfectly
17 . 13%) in

acceptable level is 17.13% greater (i.e,. 83.38% - 66.25%
the discriminant function of the external dimension .
Further

comparative

results

between

internal

and

external

dimensions can be obtained from the all groups' histogram of the two
separate discriminant analysis functions. Figures (9.1) and (9.3) give
a

clear

picture

according to

of

the

differentiation

their internal

and external

between

the

dimensions

two

groups

respectively.

Group Gl (exporters) and group G2 (non - exporters) are well separated
on the basis of internal dimension (see Figure 9 . 1), but they are less
separate on the basis of the external dimension (see Figure 9.2).
This

comparative

analysis

between

the

external

and

internal

environmental dimensions in relation to export behaviour supports the

* The

survey result indicates that out of 387 firms, 115 firms are not
exporters .
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previous

export

behaviour

studies

in

that

the

firm's

internal

environmental measures are more critical to its decision of whether or
not to become involved in exporting, (e.g., Cavusgil and Nevin 1981).
However, the firm's external environmental measures were f ound to be
more critical to its level of exporting (see Chapter Eight).

9.2.2

An Integration
Exporter Status

Approach

to

Identify

and to Predict

It was decided to combine the two environmental dimensions (i.e.,
26

factors)

behaviour

together

and

to

in

order

understand

to

gain more

better

the

insight into

differentiation

export
between

exporters and non - exporters.

Figure (9.1)
All Groups Stacked Histogram: Internal Dimension
(Run

G1

=

Exporters

*

1)

G2 = Non - Exporters
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Such a combination of the two useful dimensions provides a unique
and important
to

identify

view of export behaviour and it allows the researcher
the

whole

firm's

environment

rather

than

isolated

fragments. Accordingly, it was decided to combine the factors of the
two dimensions (i.e., 26 factors) included in the analysis

so as to

identify and predict export behaviour.
The DFA programme was performed in a separate

run on the

two

dimensions (combined together) to predict the group's membership. The
results obtained from the

third run of DFA show that integration

improves the final solution in terms of the degree of association, the
discrimination

between

exporters

and

non

exporters

and

the

predictive power of group membership (see Table 9.5).

Table (9.5)
Canonical Discri.inant Function and
Classification Matrix (Run * 3)
Function
1

Canonical
Wilk's
Correlation LaIIbda

Eigenvalue

.86

2.8

.26

Chi Square

DF

Sign.

493

21

0.0000

Classification Matrix
Actual Group

No. of Cases

Predicted Group
Gl
G2

Group (1)
exporters

270

265

Group (2)
non - exporters

113

5

Total

383

270

5

270

108

113

113

Percent of "Group" cases correctly classified 97.39%
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Me.bership
Total

383

Figure (9.2)
All Groups Stacked Histogra.: External Dimension
(Run
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Figure (9.3)
All Groups Stacked Histogram: Combination
(Run
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In the

third discriminant

function,

the degree of

relationship

between all the predictors (i.e., internal and external factors) and
export behaviour (Le., exporters vs. non due to

the

exporters) is increased

improvement in the eigenvalue (2.8)

and the associated

Canonical correlation (0.86). The ability of the discriminant function
to differentiate between the two groups (Le., exporters and non exporters) is also improved because of the reduction in the value of
Wilk's lambda to 0.26.

Equally important is the improvement in the

predictive power of the discriminant function which is increased to
about 97.39% (see Table 9.5). The classification obtained from
third discriminant function,
perfectly accurate

the

integrated approach exceeds 19.39% the

level of Hair et al.

(Le.,

97.39% -

66.25% =

31.14%)
The combination of the internal and external predictors,

in one

discriminant function (Run 3),

indicated that 98.1% of exporters and

95.6% of non - exporters

correctly assigned to their respective

are

groups. Furthermore, this function also showed significant improvement
in the discrimination between

the

two groups,

McNemar test section 9.1.2, Chapter 9).
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(see the

result of

9.2.3 Validation of the Prediction of Export Behaviour (Exporter's
and Non - Exporter's Group Membership
The question of predictive

power is important. As i t has been

reported earlier, "relative - to - chance" is considered

an important

way of checking the accuracy of the classification results obtained
from two groups DFA. This procedure is commonly used to test whether
the

proportion

of

correctly

classified

significantly different from the

cases

in

the

sample

is

correct proportion that would be

expected by chance. However, the "relative - to - chance" measure will
be biased if it is applied to the same sample of data used to estimate
the

discriminant

function

coefficient.

sampling means of the population (Frank

This
&

bias

is

due

to

the

Massy 1965); "the direction

of the bias is to show greater predictive power in classification that
actually

exists

among

the

true

populations.

Its

magnitude

will

decrease as the sample size becomes larger".
In

order

to

(classification)

check
of

the

export

validity
behaviour,

of

the

prediction

two methods of

of

power

discriminant

validity were used, namely, the Split half and the Jacknife method.

(1) Split Half Method
In order to reduce the bias caused by sampling error and then,
increase the efficiency of predictive power in DFA, one could split
the original sample and use one part for analysis (Le.,
sample) and the other for validation (i.e.,

analysis

validation sample). This

approach uses the discriminant coefficients derived from the analysis
sample to predict group membership for each number of the validation
sample (Tabachnick and Fidell 1983).
Therefore, it was decided to check on the validation prediction of
exporter's and non - exporter's group membership obtained from each
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DFA run. The key steps in conducting the validation procedures are as
follows (Frank and Massy 1965);
(1)

the original sample

samples on the

(387 cases) was split

into two sub -

basis of odd and even numbers: one for analysis and

the other for validation,
(2)

the

analysis

sample

used

to

determine

the

discriminant

coefficients and to generate a classification table,
(3) using the discriminant coefficients estimated from the analysis
sample, predictor of group membership were made for each member,
(4) the differences between the classification of each sample are
perfectly acceptable level (i.e., 66.25%, see section 9.2.1).
(5)

the

above steps

were

applied

to

the

three set of data:

internal, external, and combined respectively.
The results of the validation
confirm our

initial

findings

are shown in Table (9.6), and they
in that

the

internal

environmental

dimension is better than the external dimension in terms of predicting
group membership.

Table (9.6)
Validation of the Discri.inant Functions:
Co.parison of the Analysis and validation Sa.ple
Discri.inant
function

*

Analysis sa.ple
% of correct
classification

> or <
& A's *

H

Validation sallple
% of correct
classification

> or <
& A's

H

- Internal

94.79

+28.54

96.89

+30.64

- External

80.73

+14.48

84.97

+18.72

- Both

97.38

+31.13

97.92

+31. 77

H & A'S Approach, i.e., Hair, J., R. Anderson & R. Tatham
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(1987).

Referring to Table (9.6), the percentage of correct classification
analysis sample was less than its counterpart in the validation sample
for each discriminant function because of the effects of sampling
error. However, the discriminant function of the internal measures is
still better than

the external dimension measures in predicting group

membership.

(2) Jacknife Method

For further confirmation of
method was also applied

the

earlier results,

the Jacknife

to validate the discriminant function of each

of the three DFA runs. There is an evidence that the Jacknife method is
superior to other discriminant validation methods including the splitsample approach (Eisenbeis 1977). Since the Jacknife method, unlike
the other methods, makes use of all the available data without any
serious bias in the estimating error rate (Dillon & Goldstein 1984).
Using the

Jacknife method

to validate a discriminant

involves leaving out each of the

function

cases in turn, calculating the

function based on n1 + n2 - 1 cases, and then classifying the left out cases. This process is repeated until all the cases are classified
(Eisenbeis 1977). Since that the case which is being classified is not
included in the calculation of the discriminant function, the method
yields

almost

probabilities

unbiased

estimates

of

the

misclasssification

(Dillon and Goldstein 1984).

In order to validate each of our three discriminant functions, the
Jacknife method was applied, to the same data, using the BMDP compute
package series number P7M.

Table (9.7) presents a comparison between

the two hit ratio results obtained from the DFA and the Jacknife
method with

respect

to

each of

the

three

sets of

functions (i.e., internal, external, and combined).
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Table (9.7)
A Co.parison Between the Hit Ratios of the DFA
and the Jacknife Method
The Hit Ratios
of the DFA Functions

Discri.inant
Function

The Hit Ratios
of the Jacknife

94.5 %
83.4 %
97.7 %

Internal
External
Both

93.8 %
82.3 %
96.6%

Table (9.6) shows that the percentage of correct classification of
the

Jacknife

is

slightly

less

higher

than

the

corresponding

percentages which were obtained from the DFA function in three runs
(i. e., internal, external, and both).

On this ground, i t could be

concluded that each of the three discriminant functions is a valid
model in discriminating between the two groups (Le., exporters and
non - exporters).
The findings of the two methods (i.e., split - half and Jacknife)
provide concrete evidence on the ability of internal combined with
external,

to

profile

and

predict

export

behaviour.

Also,

the

combination of both measures of export behaviour, in one discriminant
function, produces a valid classification (see Tables 9.6 and 9.7).

9.2.4 The Relative I.portant of the Predictor Factors in Ter.s of
Their Contributions
One

of

the

most

interesting

results

of DFA

is

the

relative

importance of the predictor factors in terms of their contributions
to discriminate between the

two groups under investigation.

Table

(9 . 8) lists the most important external and internal predictors of
export

behaviour.

It

also

shows

the

standardized

discriminant

coefficients and group means along these predictor factors.
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Interpreting these results is straight forward,

the higher

the

discriminant coefficient is, the more important the factor is as a
discriminator between the

two groups

(i.e.,

exporters and non -

exporters). The sign of the coefficients associated with the predictor
factor indicates the direction of their relationship to the dependent
variable. Group means are generally used to identify how the groups
differ in

pairwise fashion in each of the predictor in the analysis

(Perreault et al. 1979). The relative importance of the factors of
each dimension is presented and discussed here respectively:
(1) 'l'he Internal Di.ension Factors
Examination of the absolute value of the standardized discriminant
coefficients listed in Table (9.8) reveals that the most important
internal factors which
_ exporter's group

distinguish the exporter's group from the non

in their order of

aspirations" (0.56),

importance are:

".anagerial

"export benefits" (0.49) "business experience",

(0.40),

"willingness to

".arket

co-.petitive

change"

strengths"

(0.39),

"perceived risk"

(0.21),

"technological

(0.22),

strengths"

.

(0 16) , "size of the fina" (0.14), "product characteristics" (0.12),
"export

objectives"

export

related

(0.12),

"de.ographic"

activities"

(0.11),

(0.12),

"co_it.ent

to

(0.08),

and

"education"

"operational obstacles" (0.07).
Looking at Table (9.8), we observe that the first factor (i.e., the
".anagerial aspirations")
related to

is

regarded

as

the

most

important

one

export behaviour. The group means' results indicate that

the exporter's group attached more importance to this factor than the
non -

exporter's group.

This

result

is inconsistent with export

behaviour studies, such as, Bilkey and Tesar (1977)
Naor (1987).
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Cavusgil and

Table (9.8)
Group Means and Standardized Discri.inant Coefficient
Independent factor

Group Means
GI

(1)

G2

Standardized
Discri.inant
Coefficient

Internal Di.ension Factors

Managerial aspirations
Export benefits
Business experience
Willingness to change
Perceived risk
Competitive strengths
Technological strengths
Size of the firm
Product characteristics
Exporting objectives
Demographic
Commitment to export
related activities
13. Education
14. Operational obstacles

01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
11.
12.

0.42
- 0.07
0.28
0.39
- 0.11
0.27
0.09
0.06
0.06
0.28
0.04
0.17

- 0.98
0.14
- 0.69
- 0.94
0.30
- 0.64
- 0.22
- 0.15
- 0.11
- 0.67
- 0.12
- 0.43

0.56
- 0.49
0.40
0.39
- 0.22
0.21
0.16
- 0.14
- 0.12
0.12
- 0.12
0.11

0.28
- 0.19

- 0.71
0.47

0.08
- 0.08

0.26

- 0.61

0.30

0.26
0.07
0.27
0.08
0.02
0.01

- 0.60
- 0.15
0.64
0.19
0.05
0.04

0.26
0.22
- 0.17
- 0.17
0.10
- 0.07

(2) External Di.ension Factors
15. Awareness of the
government export
policies
16. Gov. export policies ••
17. Raw material problems
18. Foreign market conditions
19. Gov. export procedures
20. Physical distribution
21. Domestic market conditions

...

..

-

Gl = Exporter's group; G2 = Non - Exporter's group

*

*

These factors are presented in descending order of their
standardized discriminant coefficient (separately for each
dimension) •
The group means here show the difference between the means of each
group from the means of the factor score.

303

The "export benefits" factor

is

the second most important one

that is associated with export behaviour. The

result

the non - exporter's group perceives exporting

indicates tha t

benefits are higher

than the exporter's groups. This might be due to the fact that the
exporter's group could be more realistic than its counterpart, the non
- exporter's group in terms of the perception of exporting benefits .
The non - exporter's group might overestimate the exporting benef i t s ,
because of the lack of experience in exporting.
The "business experience" factor is ranked the third among the most
discriminating

internal

factors.

exporter's group has a much

The

result

indicates

that

wider business experience than

the

the non -

exporter's group.
The fourth factor of the most important internal factors is the
"willingness to change". The

result indicates that the

exporter I s

group is more willing to change its export marketing policies than its
counterpart, the non - exporter's group. This result appears

to agree

with previous works in this field, such as Kolhede (1984), Weinrauch
and Rao (1974), and

Samiee & Walters (1990a)

A further most important factor of the internal dimension related
to

export

behaviour

is

the

"perceived risk"

factor.

The

result

indicates that the non - exporter's group perceives a higher risk than
the exporter's group. This result is supported by many export studies,
such as Czinkota and Johnston (1981) and Tesar (1977).
The

".arket

important

one

indicates that

co.petitive
compared
the

with

strengths"
other

factor

internal

is

the

factors.

exporter's group perceived this

sixth

most

The

result

factor

(i.e. ,

market competitive strengths) 1IIuch higher than the non - exporter's
group. This result seems to be in agreement with previous works (e.g.,
Kirpalani and Macintosh 1980, and Bourantas & Halikias 1991).
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The

"technological strengths"

seventh most

important

factor

factor stands out

to

be as

the

that discriminated between the

two

groups. In comparison between the means result of each group, it may
be concluded that the exporter's group perceives this factor much more
than the non -

exporter 's group. This result is supported by many

other studies, such as, Hirsch (1971), McGuinness and Little (1981),
and Ogram (1982).
The eighth most important factor is the

"size of the fiI1l". This

factor contributes significantly in discriminating between the two
groups. The

result indicates that the exporter's group

tends to be

much larger than the non - exporter's group.
In comparison to the other factors of the internal dimension, the
"product characteristics" factor is ranked as the ninth most important
factor distinguishing the two groups. The results reveal that the
exporter's group

perceives this factor much higher than the non -

exporter's group. This result appears to be in agreement with previous
work, for example, Mayer and Flynn (1973), Kolhede (1984), Cavusgil
and Naor (1987).
Another most important factor is the "export objectives" factor.
The

result

indicates

the

exporter's

group

attaches

much

more

importance to this factor than the non - exporter's group.
The "de_ographic" factor comes to be ranked as the eleventh most
important related to export behaviour. The result indicates that the
exporter's group

tends to be

older than the non - exporter ' s group

in respect of their 1IIanagers' ages. This appears to be in conflict
with previous studies. Previous studies reported that exporters are
more

likely

to

be

younger

than

non

exporters.

The

possible

explanation for this conflict might be due to the fact that this
measure is tested here at aggregate level (i.e., factor).
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This factor "co_itment to export related activities" stands out to
be ranked as the twelfth most important among the internal factors.
The result indicates that the exporter's group

tends to be much more

committed to export activities than the non - exporter's group. This
result is in line with many previous studies, such as Cavusgil (1976),
Cavusgil and Nevin (1981), and Kolhede (1984).
The "education" factor comes to be ranked as the thirteenth most
important internal factor that associated with export behaviour. The
result reveals that the exporter's group in respect to the "education"
factor tends to be much higher than the non - exporter's group.
The

last

"operational

most

important

obstacles"

internal

factor.

The

factor
result

comes

to

indicates

be

the

that

the

exporter's group perceives this factor to be much lower than the non exporter's group. This result is in line with other export behaviour
studies,

(e.g.,

Bilkey and Tesar (1977), Alexandrides (1971),

and

Schlegelmilch (1983, 1986), etc.).

(2) The

External Diwension Factors

This category of discriminating factors between exporters and non
exporters should represent the primary concern to the government in
order to stimulate and encourage non - exporters to become involved in
export operations.
As

shown in Table (9.8),

related to

the

they

"awareness

are;

assistance"
(0.26),

there are

external dimension.

(0.30),

of

the

factors

In their order of importance,

governwent's

"governwent's export

"raw waterial

6 most important

related problews"

export

policies

policies and
(0.22),

and

assistance"

"foreign .arkets

conditions" (0.17), "governwent export procedures" (0.17), "physical
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distribution

related

proble.s"

(0.10),

and

the

"doaestic

market

conditions" (0.07).
Looking at Table (9.8), we observe that the first factor of the
external dimension (i. e., the "awareness of the goverIlllent' s export
policies and assistance") is regarded as the most important by the two
groups (i.e., exporters and non - exporters).

The result indicates

that the exporter's group has higher knowledge, or is much more aware
of

government's

exporter's group.

export

policies

and

assistance

than

the

non

The possible explanation of the importance of this

factor might be attributed to
wider experience of

the

two factors; the first one being the

exporter's group in comparison with its

counterpart the non - exporter's group, and the second factor is the
little effort that the government may put in to make these policies
known among the non - exporter's group (see Chapter 3). Therefore, it
may

be concluded that awareness of the government's export policies

and assistance are important for those firms which want to become
involved in exporting.
The "goveImlent's export policies and assistance" factor is the
second factor of importance. The result indicates that the exporter's
group attached a higher importance to this factor than the non exporter's group. The possible explanation of that might be due to
either of two factors;

the lack of knowledge or awareness of these

export policies among the non -

exporter's group, or perhaps the

negative attitudes of the non - exporter's group towards the current
government's export policies and assistance.
The "raw .aterial related proble.s" factor is ranked third among
the most discriminating external factors. The result indicates that
the exporter's group attaches slightly higher importance
factor than the non - exporter's group. This
307

to

this

might be attributed to

the fact that the exporter's group is more realistic, because the
exporter's group has a wider experience than the non -

exporter's

group.
A further important factor related to the external dimension is the
"foreign .arkets conditions" factor. The result indicates that the non
-

exporter's group perception the problems of

conditions are much worse

than the

the foreign market

export's group.

The possible

explanation of that might be due to the lack of experience of the non
_ exporter's group in foreign markets.
The "goverDllent's export procedures" factor comes to be ranked the
fifth most important factor discriminating between the two groups. The
result indicates that the exporter's group attaches little important
to this factor than the non - exporter's group. Problems associated
with government export procedures are considered the main obstacles
inhibiting firms to become involved in exporting (see Chapter 3).
Therefore, the government has to simplify these procedures as much as
possible, if it wants to stimulate and encourage these firms to become
involved in exporting.
The "physical distribution related proble.s" factor is ranked the
sixth most important among

the external factors in discriminating

between the two groups. The result indicates that the non - exporter's
group

perceives this factor much worse than the exporter's group.

This might indicate that the lack of physical distribution facilities
in the domestic market might discourage or inhibit firms from becoming
involved in exporting.
The last important external factor related to export behaviour is
the "do.estic .arket conditions".
exporter's group

The result indicates that the non -

perceives this factor to be much worse than the

exporter's group.
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9.3 'fhe Differences Between Exporters and Non - Exporters: Variables
Findings
The t - test is used to check the following null hypothesis:
HO(11): There is no significant difference between the two groups
(i.e, exporters
variables

and

which

non - exporters)

make

up

on

the

basis of

each factor, taken separately.

This major hypothesis can be further

divided into 26 hypotheses

according to the number of the factors included in the analysis. A
summary of the results of these hypotheses is provided in Table (9.9).
The results indicate that, out of these 26 null hypotheses, only 18
null hypotheses were rejected, one null hypothesis was accepted and
null hypotheses were mixed

(1. e.,

7

some variables were found to be

significant) •

9.4 The Interpretation of the

Variable Findings

The possible interpretation of the results of the variables is
presented here in terns of

each factor to which they belong,

as

follows:
(1)

The "Managerial Aspirations" Factor: Variables T - Test

This factor

consists of 6 independent variables (Table 9.10). Each

of them was regarded as important in differentiating between the two
groups. The result indicates that the exporter's group at taches a
higher importance to all of these attributes than the non - exporter's
group.

In

increasing

comparison
of

the

to

firm's

other

attributes

overall

profit

of

this

attribute

factor,
is

the

the
most

important to differentiate between the two groups.
This result is supported by many studies in previous works, such as
schlegelmilch (1986), Bilkey and Tesar (1977), and Cavusgil and Naor
(1987) •
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Table (9.9)
A Su.aary of the Results of the T - Test of the Differences
Between Exporters and Non - Exporters in Ter.s of Variables Which
Constitute Each Independent Factor. Taken Separately

Hypotheses
F(HO)01
F(HO)02
F(HO)03
F(HO)04
F(HO)05
F(HO)06
F(HO)07
F(HO)08
F(HO)09
F(HO)10
F(HO) 11
F(HO)12
F(HO)l3
F(HO)14
F(HO)15
F(HO)16
F(HO)17
F(HO)18
F(HO)19
F(HO)20
F(HO)21
F(HO)22
F(HO)23
F(HO)24
F(HO)25
F(HO)26

Factors

No. of
Variables

Managerial aspirations
Operational obstacles
perceived risk
Export objectives
Export benefits
Export barriers
Competitive situation
Competitive strengths
Size of the firm
Technological strengths
Business experience
Product characteristics
Willingness to change
Commitment to export
related activities
Demographic
Education
The government's export
policies and assistances
Awareness of the government
export
The government's export
facilities problems
The government export
procedures.
The foreign market
Commercial facilities
Raw material problems
Export Costs
Physical distribution
The domestic conditions

..
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Signif.

2
3
4
7

All
All
All
All
All
2
1
4
All
All
All
All
All
All

2
2
9

1 signif.
All signif.
All signif.

6

All signif •

6

All signif.

3

2 signif.

6
8
5
5

4
3

2
5

3
3

5
4
4
4

3
2

All
A11
2
A11
A11
A11

signif.
signif.
signif.
signif.
insigne
signif.
signif.
signif.
signif.
signif.
signif.
signif.
signif.
signif.

signif.
signif.
signif.
signif.
insgnif.
signif.

Table (9.10)
T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Managerial Aspiration" Factor
Groups Means

Variables

No

G1
V31
V32
V33
V34
V35
V36

Improving the market position
Increasing the overall profit
Securing steady growth
Developing market strategies
Reducing cost of production
Increasing the sales volume

Therefore,

it

may

be

together or separately) are

DF

Sig.

227
151
192
174
162
164

.0000
.0000
.0370
.0000
.0000
.0000

G2

4.94
5.99
4.78
5.34
5.84
5.94

concluded

T Value

that

3.49
3.56
4.37
3.52
3.53
3.63
these

7.64
12.88
2.10
9.30
12.41
12.59

attributes

(taken

important for those firms which intend to

get involved in exporting, in particular, the increasing of the firm's
overall profit attribute.

(2) The "Operational Obstacles" Factor: Variables T - Test
Each of the variables comprising the "operational obstacles" factor
is found to be important in discrillinating between the two groups
(Table 9.11).

The result indicates that the non - exporter I s group

attaches relatively higher importance

to each of these attributes

than the exporter's group. The most common operational obstacle which
is considered relatively important

by the two groups is the lack of

personal expertise. This result appears to agree with other export
behaviour studies, such as Schlegelmilch (1983), Alexandrides (1971),
Pavord and Bogart (1975), Kolhede (1984) and Keng & Jiuan (1989).
Therefore, it may be concluded that these attributes either hinder
or discourage those firms which want to become involved in exporting,
in particular, the lack of knowledge in communicating with overseas
customers.
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Table (9.11)
T - Test Between Exporters and Non - Exporters in Terms of
Variables Which Constitute the "Operational Obstacles" Factor
Groups means

Variables

No

G1
V67
V68
V65
V70
V66
V75
V69
V71

(3)

Difficulty of obtaining
sales representative.
Difficulty of pricing our
products abroad.
Lack of knowledge in comm.
Difficulty of locating
potential demand
Lack of personal expertise
Size of production
Inability to establish
distribution system
Difficulty of maintaining
control over middleman

T Value

DF

Sig.

G2

4.42

5.26

- 4.51

383

.0000

4.23

5.02

- 4.24

281

.0000

4.38
4.42

5.64
5.33

- 7.73
- 5.56

345
300

.0000
.0000

4.69
4.30
4.03

5.82
5.59
5.07

- 6.98
- 5.78
- 5.77

332
312
282

.0000
.0000
.0000

4.51

5. 19

- 3.74

273

.0000

The "Perceived Risk" Factor: Variables T - Test

The "perceived risk"

factor

consists

of five variables, (Table

9. 12). The result indicates that the non - exporter's group attaches
higher importance to each of these attributes than the exporter's
group.

In comparison to other variables of this factor, the political

risk attribute is considered as the most important by the two groups.
The attributes of this factor

(taken together) are also found to

be related to export behaviour. This result is in line with many
previous works, such as Bilkey and Tesar

(1977), Kolhede

(1984),

Simpson and Kujawa (1974), and Schlegelmilch (1983, 1986).
Therefore, it may

be concluded that the attributes of this

factor

either hinder or discourage those firms which want to become involved
in exporting, in particular,

the perception of the political risk

attribute.
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Table (9.12)
T - Test Between Exporters and Non - Exporters in Ter.s
of Variables Which Constitute the "Perceived Risk" Factor
Groups means

Variables

No

Gl
V77
V78
V88
V93
V98

High
High
High
High
High

risk of collecting
foreign exchange risk
risk of transportation
risk of production
political risk

T Value

DF

Sig.

G2

4.80
4.90
4.52
4.46
4.12

(4) The "Export Objectives" Factor:

5.77
5.72
5.43
5.23
6.10

303
270
259
257
325

-

5.83
5.83
4.62
3.82
- 12.79

.0000
.0000
.0000
.0000
.0000

Variables T - Test

The "export objective" factor is composed of five variables (Table
9.13).

The

results

indicate

that

the

exporter's

group

attaches

relatively higher importance to each of these variables than the non exporter's group. When compared to other variables of this factor,
increasing the firm's growth attribute is regarded relatively as the
most important by the two groups.

Table (9.13)
T - Test Between Exporters and Non - Exporters in Terms of
Variables Which Constitute the "Export Objectives" Factor
No

Groups means

Variables

Gl
V27
V26
V30
V28
V21

Making greater profit
Using the excess capacity
Increasing the annual
sales
Increasing the security
of the firm's investment
Increasing the growth
of the firm
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T Value

DF

Sig.

G2

5.59
5.58
5.50

4.62
4.61
4.92

6.88
6.58
5.08

205
219
191

.0000
.0000
.0000

5.33

5.06

1.80

206

.0000

5.98

4.45

9.93

229

.0000

This result is supported by many export behaviour studies (e.g ••
Cavusgil and Nevin (1981) and Silkey (1978». Therefore, it may be
concluded that these attributes (taken together or separately) are
important for potential exporters which want to become involved in
exporting.

(5) The "Export Benefits" Factor: Variables T - Test
The results indicates that each of the four attributes comprising
this factor (Le. "Export Benefits") is not important to differentiate
between the two groups (Table 9.14).

However, the result with regard

to these attributes (taken together) is found to be important in
differentiating between the two groups.
The

possible

explanation

of

this

might be

attributed

to

two

factors: (1) the use of the aggregate measure may produce more power
(a factor) than depending on each attribute separately. and (2) it
might be due to the different types of the industrial firms under
investigation. Some of these types might consider these attributes
taken together as being critical in order to

become involved in

exporting. This result still needs further investigation.
Table

(9.14)

T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Export Benefits" Factor

No

Groups means

Variables

G1
V16
V29
V20
V22

Overcoming instability demand
Better opportunities in the
foreign markets
Benefiting from the gove.
export assistances
Preventing dependency in the
domestic market

314

T Value

DF

Sig.

G2

5.27
5.72

5.08
5.64

1.26
.75
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237

.210
.457

5.13

4.98

.94

331

.347

4.86

4.45

1.57

317

.111

(6) The "Export Barriers"

Factor:

Variables T - Test

The "export barriers" factor consists of three variables (Table
9.15). The results indicate that only
on foreign sales and

difficulty of collecting money

inability to provide follow up services are

considered relatively as i1llportant by the two groups. The lack of
significance for the inability to provide follow up service might
indicate that it may be more important to determine the level of
exporting.
However,

the

attributes

regarded as not important

of

this

by the

factor

two

(taken

together)

are

groups. This might be due to

the different types of the industrial firms under investigation, some
of which might only consider some attributes of this factor as being
important barriers to their involvement in exporting.
Table

(9.15)

T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Export Barriers" Factor
No

Groups .eans

Variables

Gl
V73
V74
V72

Inability to provide
fellow up services
Inability to provide
credit facilities
Diff. of collecting money

T Value

DF

Sig.

G2

3.65

3.85

- 0.94

196

.3500

4.03

4.67

- 1.17

252

.0002

4.51

5.48

- 4.99

289

.0000

(7) The "Co.petitive Situation" Factor: Variables T - Test
The

"co~etitive

situation" factor consists of two variables (Table

9.16); keeping pace with local competitors, and overcoming competition
in the domestic market. The result indicates that each of these is not
shown to be important in discriminating between the two groups.
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These attributes of this factor taken together are also found to be
not important in discriminating between the exporter's group and the
non - exporter's group.
Therefore,

it

may

be

concluded

that

the

attributes

of

the

"co.petitive situation" factor whether taken together or separately
are not important for firms who want to become involved in exporting.
Table (9.16)
T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Co.petitive Situation" Factor
Groups means

Variables

No

Gl
V23
V19

Overcoming competition in
the domestic market
Keeping peace with local
competitors

T Value

DF

Sig.

G2

4.68

4.36

1.93

282

.054

4.90

4.88

.09

371

.925

(8) The "Market C01lpetitive Strengths" Factor: Variables T - Test
The

".arket co.petitive strengths" factor is composed of five

attributes,

(Table

9.17).

Among

these

five

variables,

only

the

proximity to the foreign market is not regarded as important by the
two groups. The results indicate that the exporter's group perceives
all of these

attributes higher than the non - exporter's group. When

compared

other

to

attributes

management is considered as

of

this

factor,

the

strength

of

the most important in differentiating

between the two groups. This resul t appears to agree with previous
works, such as Bilkey and Tesar (1977) and Simpson (1973).
Therefore, it may be concluded that the attributes of the ".arket
co.petitive strengths" factor are important for firms which intend to
become

involved

in

exporting,

management skills.
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in

particular,

the

strength

of

Table

(9.17)

T - Test Between Exporters and Non - Exporters in Terms of
Variables Which Constitute the "Market Competitive" Factor
Groups means

Variables

No

Gl
Ability to hire trained
persons
Ability to offer discount
price
Strength of management
Proximity to the foreign
market
Technological standard

V54
V53
V24
V18
V49

T Value

DF

Sig.

G2

4.53

3.16

7.92

232

.0000

3.90

2.92

5.36

255

.0000

5.42
5.43

3.45
5.35

10 .47
.59

178
313

.0000
.5560

4.22

3.30

4.47

292

.0000

(9) The "Size of the Fin" Factor: Variables T - Test
The "size of the fin" factor consists of three variables (Table
9.18). The results indicates that the exporter's group tends to be
much larger than the non - exporter's group in terms of each of these
variables. In comparison to other attributes of this factor, the total
capital assist attribute is shown to be the largest in discriminating
between the

two groups.

This result

studies, such as Gronhang

6,

is supported by many export

Lorenzen (1982), Wi they ( 1980), Keng

Jiuan (1989) and Culpan (1989).

However, it is in conflict with other

studies, such as Axinn (1985, 1988), Kirpalani and Macintosh (1980),
Table

(9.18)

T - Test Between Exporters and Non - Exporters in Tens of
Variables Which Constitute the "Size of the Fin" Factor
No

Groups means

Variables

Gl
VI04
VI06
VI08

6,

DF

Sig.

280
381
382

.0000
.0000
.0000

G2

44.3
67.6
Number of employees
Total of the capital asset 492.2 169.5
344.94 95.4
Total sales volume
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T Value
3.85
5.89
5.37

Bourantas

&

Halikias (1991), Liouville (1992) and Samiee

&

Walters

(1990a & 1990b). The possible explanation for this conflict might be
to

due

the different

size of

the

firms

in the

countries

under

investigation. In fact, the size of Jordanian firms are smaller in
comparison to those in developed countries.

(10) The "Technological Strengths" Factor: Variables T - Test
The "technological strengths" factor is composed of three variables
(Table 9. 19). The results indicate that the exporter's group perceives
each of these variables much higher than the non - exporter's groups.
In comparison to other variables of this factor, the ability to modify
export marketing policies attributes is regarded relatively the most
important by the two groups.
Therefore, i t may be concluded that these attributes should be
considered

important

for

firms

which want

Table

(9.19)

to become

involved in

exporting.

T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Technological Strengths" Factor
No

Variables

Groups means
Gl

V50
V51
V55

5.61
The superior of product
The superior of production 5.12
4.76
High ability to modify
product policies

T Value

DF

Sig.

3 . 81
4.13
5.26

189
220
231

.0000
.0000
.0000

G2
4.95
4.47
3.82

(11) 'l'he "Business Experience" Factor: Variables T - Test
The

"business experience" factor consists of two variables

.

(Table

9 20) ,' the number of years in exporting and the number of years

l' n

business. The results indicate that the exporter's group has a wider
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experience than the non - exporter's group . When compared to other
type of experience, the number of years in exporting tends to be more
important in differentiating between the two groups .
While this result is in agreement with other studies in respect of
the number of years in exporting (e.g., Daniels and Goyburo 1976,
Ursic and Czinkota 1983, and Bilkey 1978), i t is found to be in
conflict

with other studies in respect of the firm's age, i.e., the

number of years in business, (e.g., Cavusgil and Naor 1987, Keng

&

Jiuan 1989, Tseng & Yu 1991, and Samiee & Walters 1990a). The possible
explanation for this conflict might be due to the difference of the
originations of the firms under investigation.
Table

(9.20)

T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Business Experience" Factor
No

Groups means

Variables

Gl
VI03
V107

Number of years in business
Number of years in exporting

T Value

DF

Sig.

243
271

.000
.000

G2

10.4
8.4

8.1
1.00

3.91
24.90

(12) The "Product Characteristics" Factor: Variables T - Test
Each

of

the

three

variables

which

consti tute

the

"product

characteristics" factor is found to be an important by the two groups
(Table 9.21). The results indicate

that the exporter's group attaches

relatively a higher importance to each of these attributes than the
non -

exporter's group.

In comparison to other attributes of this

factor, the uniqueness of product attributes is regarded relatively as
the most important by the two groups.
This result appears to agree with

previous works (e.g., Cavusgil

and Naor (1987), and Mayer and Flynn (1973». Therefore, it may be
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concluded that the attributes of the "product characteristics" factor
are important for firms which intend to become involved in exporting.
Table

(9.21)

T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Product Characteristics" Factor
Groups means

Variables

No

Product competitive price
Product quality
Uniqueness of product

DF

Sig.

240
282
304

.0020
.0570
.0000

G2

Gl
V25
V52
V17

T Value

5.42
4.69
4.35

5.00
4.36
3.27

3.10
1.93
5.44

(13) The "Willingness to Change" Factor: Variables T - Test
The "willingness to change" factor consists of

four variables

(Table 9.22). The results indicate that the exporter's group attaches
relatively a higher importance to each of these attributes than the
non -

exporter's group.

factor the willingness

In comparison to other at tributes of this
to change

pricing attribute is considered

relatively the most important by the two groups.
Table (9. 22)
T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Constitute the "Willingness to Change" Factor
No

Groups means

Variables

Gl
V45
V47
V46
V48

Willingness to modify
organisational system
Willingness to change
pricing policies
Willingness to adapt
product policies
Willingness to modify
distribution system

320

T Value

DF

Sig.

G2

4.26

3.65

4.33

354

.0000

4.79

3.39

9.42

190

.0000

5.35

4.78

3.62

230

.0000

4.97

3.87

6.96

205

.0000

This result is supported by many export studies such as Kolhede
(1984), Weinrauch and Rao (1974) and Layton & Dunphy (1970).
Therefore,

it

may

be

concluded

that

these

attributes

(taken

together or separately) should be considered important for firms which
want to become involved in exporting, in particular, the willingness
to change pricing policies to meet foreign markets conditions.

(14) The "Co_it.ent to Export Activities" Factor: Variables T - test
The "co_it.ent to export activities" factor is composed of eight
variables (Table 9.23). The result indicates that the exporter's group
tends to be much more committed to export activities than the non exporter's group. When compared to other attributes of this factor,
having a formal policy for handling export activities attribute is
regarded as the most important in discriminating between the

two

groups.
This

result

is found

to agree with previous works,

such as,

Malekzadeh & Nahavandi (1985) and Cavusgil et al. (1979).
Table (9.23)
T - Test Between Exporters and Non - Exporters in Ter.s of Variables
Which Constitute the "Co_it.ent to Export Related Activities" Factor
No

Groups means

Variables

G1
V41
V40
V42
V43
V44
V38
V39
V37

We promote our product to
We participate in the
international trade fairs
We plan to get into foreign
We send sales rep.
We have a formal policy for
We consistently seek export
opportunities
We carry out a systematic
We use export research
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T Value

DF

Sig.

G2

4.54
4.52

3.19
3.48

9.11
6.97

296
358

.0000
.0000

5.11
4.45
4.90
5.31

3.12
2.85
2.08
3.03

13.57
10.08
21.36
15.94

281
299
251
202

.0000
.0000
.0000
.0000

4.45
3.97

2.26
3.59

15.08
2.36

222
244

.0000
.0190

Therefore, it may be concluded that the attributes of this factor
are important for those firms which wish to get involved in exporting,
in particular, having a formal policy for handling export activities.

(15) The "De.ographic" Factor: Variables T - Test
The

"de.ographic"

factor

experience (Table 9.24).

consists

of

two

variables;

age

and

The results indicate that each of these is

not important to differentiate between the two groups. However, this
result is

found

to

be in conflict with previous work in export

behaviour. For examp Ie, Layton

&

Dunphy ( 1970) , and Pinney ( 1968)

reported that exporters were more likely to be younger than non exporters. The possible explanation of this might be attributed to the
different demographic characteristics of the managers of the firms in
the countries under investigation. Jordanian managers at the higher
level of management tend to be in the same age group.
Table (9.24)
T - Test Between Exporters and Non - Exporters in Ter.s
of Variables Which Constitute the "De.ographic" Factor
No

Groups means

Variables

Gl
V1l5
V1l4

(16)

9.8
41

Experience
Age

T Value

DF

Sig.

1.68
-.35

225
187

.0750
.7250

G2
8.6
42

The "Education" Factor

The "education" factor is composed of two types of education (Table

.

9 25) ,' the level of education and proficiency in a foreign language.
The result indicates that the exporter's group is much more highly
educated than the non exporter's in terms of education and linguistic
ability. With regard to the education determinant, the proficiency in
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foreign language is found to be more important in differentiating
between the two groups.
While this result is found to be in agreement with other export
studies, such as Reid (1981), Simpson (1973), Langston & Teas (1976),
Keng & Jiuan (1989) and Holzmuller & Kasper (1990), it was found to be
in conflict with others such as Cavusgil & Naor (1987),

Axinn (1988)

and Bourantas & Halikias (1991). This might be due to the differences
between the key respondent of the firms under investigation.
Therefore,
"education"

it

may

factor are

be

concluded

important

that

the

for firms

attributes

which want

of

the

to become

involved in exporting, in particular, the proficiency in a foreign
language attribute.
Table (9.25)
T - Test Between Exporters and Non - Exporters in Terms
of Variables Which Constitute the "Education" Factor
Groups means

Variables

No

G1
V1l7
V120

DF

5.83
9.80

178
174

Sig.

G2

12.6
54.1

Level of education
Proficiency in foreign
language

T Value

9.7
27.9

.0000
.0000

(17) The "Govenl1lent's Export Policies and Assistant" Factor:
Variables T - Test
The "govenl1lent's export policies and assistance" factor consists
of

nine

variables

(Table
attaches

9.26).

The

higher

result

importance

indicates

that

to

of

each

the

exporter's

group

these

attributes

than the non - exporter's group. The possible explanation

of this result might be due to the lack of knowledge or awareness of
these export policies and assistance among the non - exporter's group,
or i t

could be

related to

the
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negative

attitudes of

the

non -

exporter's group

towards

the government's export procedures .

When

compared to other attributes of this factor, the devaluation of JD and
the

income

tax

rebate policy

attribute

are

considered

the

mos t

important by the two groups .
Table (9.26)
T - Test Between Exporters and Non - Exporters in Ter.s of Variables
Which Co.prise the "Govern.ent Export Assistance and Policies" Factor
Groups means

Variables

No

G1
VI
V2
V3
V4
V5
V6
V7
V8
V9

The government's trade
agreement policies
Export credit discount
Duty drawback facilities
The Chamber of Industry
export services
The Trade Centre export
services
The Free Trade Zones
facilities
Devaluation of JD
Temporary entry facilities
The income tax rebate

..

T Value

DF

Sig.

G2

4.95

4.03

4.61

240

.0000

4.52
4.68
5.04

3.78
3.39
3.79

2.73
6.40
7.19

238
243
244

.0007
.0000
.0000

5.22

3 . 94

8 . 06

281

.0000

4.48

3.71

4.43

265

.0000

5.55
5.22
5.62

3.73
3.54
3.95

10.80
8 . 96
9.03

216
244
232

.0000
.0000
. 0000

This result emphasises the role of the government's export policies
and assistance by enabling firms to become involved in exporting .
However,

it appears

to

be

in conflict with previous works.

example, Kolhede (1984), Rabino (1980) and Sullivan

&

For

Bauerschmi dt

(1990) reported that government ' s export incentives were not important
either for exporters or non - exporters. This might be due to the
different abilities of the firms in the countries under investigation.
In fact, i t was reported that firms in developing countries are in
need of their governments'

assistances,

financial resources and know - how.

because of

their lack of

Therefore, it may be concluded

that the government's export policies and assistance are critical to
Jordanian firms which want to become involved in exporting.
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(18) The "Awareness of the Governaent Export Policies and
Assistant" Factor: Variables T - Test
The

"awareness of the government export policies and assistance"

factor is composed of six variables (Table 9.27). The results indicate
that the exporter's group is more aware of these attributes than the
non - exporter's group. The explanation of this differences might be
due to

the wider experience of the exporter's group, or it could be

due to the little attention that the government might be paying to
promote these

policies among the non - exporter's group.

when compared to other attributes of this factor,

the lack of

awareness of the duty - drawback system is the most common attribute
considered by the two groups.
Therefore, it may be concluded that the awareness of these policies
and assistances are important issues for firms to become involved in
exporting, in particular the awareness of the duty - drawback system.
Table (9.27)
T - Test Between Exporters and Non - Exporters in Terws of Variables
Which Constitute the "Awareness of the Governaent Export Assistance
and Policies" Factor
No

Groups means

Variables

Gl
VI0
Vll
V12
V13
V14
VIS

Knowledge of Free Trade
Zones facilities
Awareness of the duty drawback facilities
Awareness of the export
credit programme
Awareness of the manag.
export services
knowledge of temporary
entry facilities
Awareness of the export
services provided by the
Chamber of Industry

325

T Value

DF

Sig.

G2

4.33

3.37

5.61

261

.0000

4.44

2.73

9.40

263

.0000

4.40

2.66

9.06

253

.0000

4.90

3.29

8.52

227

.0000

5.05

3.65

7.18

210

.0000

4.71

3.75

5.01

227

.0000

(19) The Govern1lent Export Facilities Related Problems" Factor:
Variables T - Test
The "goverDllent export facilities related proble.s" factor consists
of

6

variables

(Table

9.28).

The

result

shows

that

the

non

exporter's groups perceives each of these attributes in a much worse
way than the exporter I s group. When compared to other attributes of
this factor, the bank guarantee requirement is regarded relatively as
the most important problem
Therefore,

it

may

together or separately)

be

by the two groups.
concluded

that

these

attributes

(taken

might hinder or discourage firms to become

involved in exporting, in particular, the bank guarantee requirement.
Table (9.28)
T - Test Between Exporters and Non - Exporters in Ter.s of
Variables Which Co.prise the "GoverDllent Export Facilities" Factor
No

Groups means

Variables

Gl
V59
V60
V61
V62
V63
V86

Inadequate tax incentive
Cost of export documents
Complexity of the duty drawback system
Lack of commercial •••
High duties imposed on the
spare parts
The bank guarantee req.

T Value

DF

Sig.

G2

4.60
4.32
4.58

5.03
5.12
5.19

- 2.25
- 4.28
- 3.62

267
263
290

.0250
.0000
.0000

4.57
4.88

5.00
5.31

- 2.42
- 2.44

281
276

.0160
.0150

5.68

6.24

- 3.99

327

.0000

(20) The "GoverDllent Export Procedures Related Proble.s" Factor:
Variables T - Test

The "goverDllent export procedures related proble.s" factor consists
of three attributes (Table 9.29); the customs export clearances, the
export licence procedures, and the export inspection process.

The

resul ts indicate that

the

only the

export licence procedures and

export inspection process are important in differentiating between the
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two groups. When compared to the export licence procedures, the export
inspection process is considered as a more important problem by the
two groups.
However,

these

attributes acting as a

important in discriminating between the
explanation

factor are

found to be

two groups.

The possible

of this might be attributed either to one of two reasons:

the use of the aggregate measure (Le., factor) might produce

(1)

much power than being based on each attribute acting separately, or
(2) perhaps some export procedures are perceived as much worse than
others.
Table (9.29)
T - Test Between Exporters and Non - Exporters in Teras of
Variables Which Co.prise the "Govern.ent Export Procedures" Factor
No

Groups means

Variables

Gl
V56
V57
V58

The custom export clearance 4.56
The export licence procedure 4.11
The export inspection proc. 4.39

T Value

DF

Sig.

255
244
276

.8300
.0010
.0000

G2
4.60
4.65
5.40

- 0.22
- 3.47
- 5.25

(21) The "Foreign Market Conditions Related Proble.s" Factor:
Variables T - Test
The

"foreign

.arket

conditions"

factor

is

composed

of

five

variables (Table 9.30). The results indicate that the non - exporter's
group perceives each of these variables much worse than the exporter's
group.
When compared to other attributes of this factor, the difficulty
of business practise attribute is considered as the most important
problem by the two groups.
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Therefore, it may be concluded that these attributes might hinder
or discourage firms to become involved in exporting, in particular ,
the difficulty of business practice in foreign markets.
When compared to other attributes of this factor, the difficulty of
business practise

attribute

is

considered as

the most

important

problem by the two groups.
Therefore, it may be concluded that these attributes might hinder
or discourage firms to become involved in exporting, in particular,
the difficulty of business practice in foreign markets.
Table (9.30)
T - Test Between Exporters and Non - Exporters in Terms of Variables
Which Constitute the "Foreign Market Conditions" Factor
No

Groups means

Variables

Gl
V94
V95
V96
V97
V98

Diff. of business practise
The intensity of competition
Foreign government restric.
Geographical market distance
Political instability

3.93
4.41
3.98
4.26
4.11

T Value

DF

Sig.

383
273
270
260
325

.0000
.0000
.0000
.0000
.0000

G2
5.83
6.18
5.44
5.16
6.09

- 13.5
- 9. 2
- 8.5
- 5.1
- 12.8

(22) The "Co_ercial Facilities Related Proble.s" Factor: Variables
T - Test
This factor consists of 4 variables (Table

9.31). The

results

indicate that the two groups regard each of these variables as being
important. When compared to the other variables of the "conercial
facilities related proble.s" factor. the lack of reliable information
about the foreign markets and the lack of export credit guarantee
against non -

payment

risk are

problems by the two groups.
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considered as

the most

important

Therefore,

it

may

be

concluded

that

these

attributes

(taken

together or separately) will hinder or discourage firms to become
involved in exporting,

in particular,

guarantee against non -

payment risk.

the

lack of

export

credit

Table (9.31)
T - Test Between Exporters and Non - Exporters in Ter.s of Variables
Which Constitute the "Co_ercial Facilities Related Proble.s" Factor
No

Groups means

Variables

G1
V64
V76
V79
V86

Lack of reliable infor.
Lack of export credit
guarantee
Diff. of obtaining banking
facilities
Lack of trade companies

T Value

DF

Sig.

G2

S.52
5.51

6.06
6.16

- 3.37
- 4.24

266
297

.0001
.0000

4.27

5.10

- 4.15

265

.0000

4.98

5.70

- 3.96

290

.0000

(23) The "Raw Material Related Proble.s" Factor: Variables T - Test
The

"raw

.aterial

related

proble."

factor

consists

of

four

variables (Table 9.32). The results indicate that only shortage of raw
materials in the domestic market and the high price of raw materials
regarded as being relatively important by the two groups.
However,

these

attributes acting as a factor are

important in discriminating between the
explanation of this might be related

two groups.

found to be
The

possible

either to one of two reasons:

(1) the use of the aggregate measure (i.e., factor) may produce more
power than depending on each attribute acting alone, or (2) perhaps
the different types of the industrial firms under investigation. Some
of these types might consider these attributes taken together as being
important problems to their involvement in exporting.
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Table (9.32)
T - Test Between Exporters and Non - Exporters in Teras of Variables
Which Constitute the "Raw Material Related Problews" Factor
Groups means

Variables

No

G1
Diff. of obtaining raw
material
Low quality of raw material
Shortage of raw material
in the domestic market
High price of raw material

V85
V84
V83
V92

T Value

DF

Sig.

G2

4.44

4.61

-.8

230

.4310

4.20
4.98

4.11
4.45

.4
2.6

235
242

.6590
.0100

4.70

5.47

- 3.7

269

.0000

(24) The "Export Costs" Factor: Variables T - Test
The
The

"export costs" factor is composed of 4 variables (Table 9.33).

results

indicate that

each of

these variables is

relatively

considered as important by the two groups. When compared to other
variables of this factor,

the high interest rate attribute was the

most important in differentiating between the exporter's group and the
non -

exporter's group. Therefore, it may be concluded that these

attributes are hinder or discourage

firms

to become involved in

exporting, in particular, the high interest rate.
Table (9.33)
T - Test Between Exporters and Non - Exporters in Teras of
Variables Which Constitute the "Export Costs" Factor

No

Groups means

Variables

G1
V89
V90
V9I
VIOl

High cost of communication
High cost of labour skills
High cost of obtaining
warehouses facilities
High interest rate
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T Value

DF

Sig.

G2

4.62
4.67
4 . 20

4.98
3 . 30
5.83

- 2.07
- 3.63
- 4.47

274
272
283

.0390
.0000
.0000

5.26

5.20

- 5.51

289

.0000

(25) The "Physical Distribution Related Problems" Factor:
Variables T - Test
The

"physical distribution

related problem"

consists

of

three

variables (Table 9.34). The results indicate that each of these is not
important to in differentiate between the two groups.
Table (9.34)

T - Test Between Exporters and Non - Exporters in Terms of Variables
Which Constitute the "Physical Distribution Related Problems" Factor
Groups means

Variables

No

Gl
V81
V82
V87

Ditf. of obtaining
shipping facilities
Diff. of obtaining
warehouse facilities
High freight cost

G2

4.25

4.60

- 1. 77

255

.0780

3.40

3.75

- 1.78

230

.0760

5.04

5.05

- 0.03

294

.9790

Therefore, it can be concluded that these attributes
factor

or

separately

are

not

Sig.

DF

T Value

important

in

exporter's group from the non - exporter's group.

acting as a

differentiating

the

This might be due

to fact the two groups encountered the same physical distributions
problems in the domestic market.

(26) The "Domestic Market Conditions" Factor: Variables T - Test

The "domestic market conditions" factor consists of two attributes
(Table 9.35). The results indicate that the non - exporter's group
attaches

a higher importance to each of these attribute than the

exporter's group.

When compared

to

the

intensity of

competition

attribute, the high domestic demand is regarded as more important by
the two groups.
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Therefore,
discourage or

it

may

hinder

be

concluded

firms

to

that

become

these

involved

attributes

either

in exporting,

particular, the high domestic demand attribute.
Table (9.35)
T - Test Between Exporters and Non - Exporters in Ter.s of Variables
Which Constitute the "Do.estic Market Condition" Factor
No

Groups means

Variables

G1
V99
VI00

The intensity competition
The high domestic demand
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3.89
3.93

T Value

DF

Sig.

- 12.08
- 13.51

351
382

.0000
.0000

G2
5.76
5.83

in

Suwmary and Conclusions
In this chapter, the testing of the research hypotheses (H06) to
HO(II) conducted

and

the

main

findings

of the other objectives of

the study (i.e., 5 and 6) were presented and discussed respectively.
Drawing

together the

findings

of the various analysis conducted in

this chapter, a number of conclusions emerge:

1. It was possible to discriminate between
exporters

and

non

exporters)

in

the two groups (i.e.,

terms

of

their

internal

environ1llental measures (i.e, 16 factors) and external environmental
measures (i.e., 10 factors) taken separately and together (see section
9.1.1 and
2.

In

9.1.2).
comparison

to

the

external

environmental measures,

the

internal environmental measures had a higher degree of association
with export behaviour (i.e., the classification of group membership).
In other words, the internal dimension was found to be more important
in distinguishing between the two groups (Le., exporters and non exporters) than the external dimension. This result might indicate
that internal factors are more critical than external factor for firms
to become involved
previoUs studies,

in exporting,
such

as

(1981), Kolhede (1984) and

these

It

supports the findings of the

reported by

Cavusgil

and

Nevin

Axinn (1985).

3. The addition of the

external environmental measures to

the

internal environmental measures improved the predictive power of the
classification of group membership (section 9.1.2).
4. The cOllbination of
predictors (i.e.,
significant

the

26 factors)

improvement

in

internal

and external

environmental

in one discrillinant function

distinguishing
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between

showed

the two groups

Table (9.36)
Profile Analysis For The Two Groups Heans
in Ter.s of the Co.ponents of the Internal and External
Envirou.ental Di.ensions
Profile Analysis

Independent factors

Exporters

Non - Exporters

(1) Internal Factors
01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
11.
12.
13.
14.

Managerial aspirations
Export benefits
Business experience
Willingness to change
Perceived risk
Competitive strengths
Technological strengths
Size of the firm
Product characteristics
Export objectives
Demographic
Commitment to export •••
Education
Operational obstacles

much higher
slightly lower
higher
higher
slightly lower
higher
slightly higher
slightly larger
slightly higher
higher
slightly higher
higher
higher
lower

much lower
slightly higher
much lower
much lower
higher
much lower
lower
smaller
slightly lower
much lower
slightly lower
much lower
much lower
much higher

higher

much lower

(2) External Factors
01. Awareness of the
government's export ••
02. Gov. export policies
03. Raw material problems
04. Foreign Markets ••
05. Gov. export procedures
06. Physical distribution
07. Domestic market •••

higher
slightly
lower
slightly
slightly
slightly

higher
lower
lower
lower

much lower
slightly lower
much higher
higher
slightly higher
slightly higher

* The comparison is made in terms of the difference between each
group mean (i.e., exporter's group mean; non - exporter's group mean)
from the overall mean of each factor score.
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(i.e., exporters and non - exporters), and the prediction was better
than

on

each environmental

measure individually (section 9.2.2).

5. The relative importance of internal and external factors were
outlined and

discussed

respectively

after the

discriminant function was assessed and presented.

validation of

the

The most important

internal factors according to their order of importance were found to
be: (1) "Managerial aspirations", (2) "Export benefits",
experience" ,
(6) "Market

(4) "Willingness

to

cOllpetitive strengths",

(8) "Size of the fin",

"Business

change", (5) "Perceived

risk" ,

(7) "Technological strengths",

(9) "Product characteristics",

objectives", (11) "De.ographic'\

(3)

(10) "Export

(12) "CoDit.ent to export related

activities", (13) "Education", and (14) "Operational obstacles".
The most important external factors in terms of their order of
importance are:
and assistance",

( 1) "Awareness of the govern.ent' s export policies
(2) "Govelll1lent export policies and assistance",

(3) "Raw.aterial related proble.s tl , (4) "Foreign .arkets conditions",
(5) "GoveI'Dllent export procedures", (6) "Physical distribution related
proble.s", and the

(7)

"Do.estic .arket conditions" (section 9.2.4).

6. Two methods were used to check the prediction of the export
behaviour (exporter's

group membership), namely, The Split - Half and

Jackknife methods. The results of the validation confirm our findings
that the internal environmental measures are better than the external
environmental measures on the basis of prediction group membership of
export behaviour. Also, they confirm the result that the combination
of the two dimensions was better than taking each dimension acting
separately in terms of prediction and classification of the group
membership (sections 9.2.2 and 9.2.3).
7. The integration approach of the two environmental dimensions
(internal and external) allows us to delineate a feasible profile for
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the two groups, and in turn, to answer the question, who are exporters
and who are non - exporters?

A summary profile for the differences

between the exporter's group and the non - exporter's group is given
in Table (9.36).
8.

The

results

of differences

exporters and non - exporters)
variables

between the

two

groups

(i.e.,

in terms of their means score on the

(taken separately) consisting of each independent factor

were presented and discussed respectively. The results indicated that
the attributes
important

in

(i.e.,

variables)

differentiating

of 18

between

factors were
the

two

found to

groups

and

be

some

attributes of 7 factors were found to be related to export behaviour
(i. e., the differentiation between exporters and non -

exporters).

However, only attributes of one factor were not found to be relevant
to export behaviour
(9)

(see Table 9.9).

The results showed sOllie disagreement with previous works in

respect of

the

attributes

of the

following factors:

(1)

The "Size

of the fiIll", (2) "Business experience", (3) "De.ographic", (4) "Govern--ent's

export

policies

and

assistances"

and

"Education".

The

possible explanations of these conflicts were attributed to either of
the two factors; (1) the use of the aggregate measure (i.e., factor),
or

(2)

the export situations of the firms in the countries under

investigation. For more details see section 9.4, Factors 10, II, 15,
and 17.
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CHAPTER TEN
SUMMARY. CONCLUSIONS
AND RECOMMENDATIONS

10.1

Sumaary

This research has attempted to investigate the influence of the
firm's internal and external environmental measures upon its export
behaviour and the level of exporting. The specific objectives of this
study have been explicitly presented in the first Chapter.
In order to achieve
research

in

a

the study objectives, and to conduct

systematic

approach,

a

conceptual

framework

the
was

developed. The conceptual framework tied together the major factors
proposed to influence the firm's export behaviour and the level of
exporting. The key factors were presented under two broad dimensions,
i.e., internal and external.
The firm's internal environmental dimension was proposed under five
major

constructs:

expectations,
activity, and

(3)

(1)

Managerial

aspirations,

Comparati ve advantages,

(2)

Management's

(4) Commitment to export

the (5) Socio - demographic characteristics of the

decision - makers. The firm's external environ1llental dimension was
suggested under two major constructs: (1) The economic and commercial
infrastructural environment, and the (2) Political - legal environment
(for more detail, see Chapter 4).
The data for this research were collected through structured directed interviews with 387 respondents. The target respondents were
the manufacturing firms in Jordan, and the key respondent approach was
employed.
These primary data have been analysed by a variety of multivariate
statistical

techniques

statistical technique j

including;

Stepwise

multiple

regression

discriminant function analysis, the Jacknife
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and Split - Half methods for validating the DFA functions; correlation
analysis (using the Pearson Correlation Coefficient); the Chi - square
test, the Univariate F - ratio test; McNemar test, and the t - test.
The findings of this study have been presented and discussed in
detail in Chapters 7, 8, and 9. Chapter (7) outlined the main findings
of a factor analysis, i.e., the factors that underlie each construct
of the internal and external dimensions. Chapter (8) was devoted to
the determinants of the firm's level of exporting, and Chapter (9)
deal t with the determinants of the fim' s export behaviour

(1. e.

,

exporters vs. non - exporters).

10.2

Main Conclusions of the Research Findings

The main conclusions that can be drawn from the findings of this
study are as follows:
a.

Twenty

six

factors

were

extracted

from

the

seven

major

constructs of the internal and external dimensions. Sixteen of them
were derived from
managerial
factors),

the five

aspirations

(one

constructs of
factor),

the internal

management's

c01llparative advantages (5 factors),

activity (2

factors),

and socio

-

dimension;

expectations

(6

com1llitment to export

demographic

characteristics

(2

factors). The other ten factors were extracted from the two constructs
of the external dimension; political - legal environment (4 factors)
and economic and commercial infrastructural environment (6 factors).
These 26 factors were successfully identified and labelled, and they
were subsequently used

to answer the research questions by using

regression and discriminant analysis.
b. The analysis provides empirical evidence that the integration
approach

of

environmental

the

firm's

measures

internal
give

better
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environmental

and

its

explanation

not

only

external
of

the

prediction of export behaviour (i.e., classification of export group
membership), but also of the prediction of the level of exporting
(Le., percentage of export sales volume). This result supports the
theories of the firm's behaviour which stress that the organisational
behaviour is inseparably linked to the environment in which it takes
place (e.g., Cyert and March 1963). Therefore, a better understanding
of export behaviour (or level of exporting) requires that the firm's
environmental measures as a whole to be viewed (i.e., the interaction
of internal and external environments) rather than isolated fragments
(e.g."

only a single environmental dimension).

c. The study's findings show that factors determining the firm's
level of exporting are quite different from the ones that distinguish
exporters from non export

procedures

exporters. For example, while the "govenraent

related

proble.s"

factor

is

not

shown

to

be

importantly related to the level of exporting, it is regarded as one
of the most important factors that distinguish the exporters' group
from the non -

exporters' group.

This

result

is of

particular

importance to public policy decision - makers who want to encourage
firms to become involved in exporting, because any attempt to remove
or reduce such problems associated with export procedures will be more
helpful

for

potential

exporters.

(For more

details

about

other

differences, see Appendix [3]).
d. The results indicate that
of the fim (Le.,

factors existing outside the boundary

external environment) are more critical for its

level of exporting than those related to its internal environment.
However,
factors

in order to
are

more

become

important

involved in exporting,
than

those

existing

the

internal

in its

external

environment. This result might represent a primary concern for public
policy makers, in the way

that they can develop different promotional
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strategies

and

make

the

required

changes

within

the

Government

departments, either to improve the level of exporting, or/ and to
encourage firms to become involved in exporting.
e. The Deteninants of the Level of Exporting
(1) The application of the Stepwise Hul tiple Regression analysis
indicates that not only the firm's external environmental measures are
important determinants of the level of exporting, but its internal
environmental measures
importance

not

only

as
to

well.

This

result

manufacturers,

but

is

of a

also

particular

to

Government

authorities, in the sense that one can identify the types of change
required within their organisations in order to enhance

the level of

exporting.
(2)
measures

By

the
(i.e,

integration

of

16 factors),

the

only

firm's
three

internal

factors

are

environmental
shown

to be

significantly related to the firm's level of exporting. In their order
of importance, they are: 1. "Willingness to change", 2. "Co_it.ent to
export related activities", and

3. "Size of the fin".

(3) By the integration of the firm's external environment measures
(i.e., 10 factors), only five factors are shown to be significantly
related

to

the

level

of

exporting.

According

to

the

order

of

importance, they are: 1. The "Foreign .arket conditions", 2. "Export
costs", 3. The "Do.estic .arket conditions", 4. "Govern.ent's export
policies and assistances",

and 5.

"Awareness of

the governllent' s

export policies and assistances.
(4) The research results indicate that the external environmental
dimension produces better explanation of the variation of the level of
exporting than the internal environmental dimension. In other words,
factors existing outside the boundary of the organisation (external
factors) are more critical to the firm's level of exporting than those
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related to its internal environment. This result should be the main
concern for Government departments to consider that any change in or
action with regard to their current export policies and assistances
will be helpful for fims which intend to improve their level of
exporting.
(5) Integration of the internal and external dimensions (i.e., 26
factors) produces a better prediction and explanation of the variation
of the

level

of

exporting than

each dimension acting alone.

The

result shows that 64% of the variance of the level of exporting could
be explained by this combination, while each of internal and external
dimension could only explain about 49.5% and 52% of the variance of
the

level

of

exporting

respectively.

This

produces

an

empirical

evidence that the level of exporting could be better explained through
the combination of factors related to the fim's internal process and
factors existing outside its boundary.
(6)

Individual analysis of the

external factors

(Le.,

26 factors)

attributes of

the internal

and

show some difference from the

results of taking attributes together (i.e., as a factor)

in respect

of the level of exporting. Four factors are shown to be important to
the level of exporting, but some of their attributes are not. These
factors are:

1. "Govermlent

export

2. "Govenment's export policies

facilities related proble.s"

and assistances",

3. "De.ographic",

4. "Export benefits". The possible explanations for this disagreement
might be attributed

either to the use of the aggregate measure (i.e.,

factor) which may produce more power than each of their attributes
acting alone, or perhaps the different types of industrial firms under
investigation. Some of these types might consider these attributes
taken together as being critical in order to improve their level of
exporting.
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(7) The analysis shows that out of 26 factors, all the attributes
of 17 factors and some attributes of 6 factors are important to the
level of exporting

(see Table

8.33, Chapter 8). This

potentially

allows identification of necessary changes that organisations can make
to improve the level of exporting.
attributes in

For example, compared to other

the "size of the fin" factor, the capital of assets

are shown to be the most importantly related to a high level of
exporting. This implies that manufacturers who want to improve their
level of exporting might need to maximise their capital assets as much
as possible. For the other important attributes of each factor related
to a high level of exporting, see Appendix [3]).
(8) While many of this study's findings support previous research,
results of the following two attributes and two factors are found to
be in conflict;

(1) the decision - lIaker's age

maker's foreign language skills,

(2) the decision-

(3) "technological strengths", and

(4) "willingness to change" factors.
For example, Simmonds and Smith (1968), Reid (1980) and Moon & Lee
(1990)

reported little or no

relationship between the decision -

maker's foreign language skills and the level of exporting. The result
of this study shows a positive relationship of such skills. However,
it

agrees

with

the

findings

of

studies

reported

by Burton

Schlegelmilch (1987), Schlegelmilch (1986), Khan (1978)
(1976).

This differences

in findings might

&

be attributed

and

Langston
to

the

difference between the countries under investigation.
This study found no relationship between the decision - maker's age
and the level of exporting which is in conflict with previous stUdies,
such as Dichtl et al. (1984, 1990) and McConnell (1979). This might be
attributed to the difference between the ages of managers of the firms
in the countries under investigation. Managers at a higher level of
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management in Jordan are nearly about of the same age, L e., almos t
old.
The study shows that the "technological strengths" factor is not
important to the level of exporting. While this result is supported by
Axinn (1985, 1988) and Reid (1986), it is in conflict with results of
other studies, such as Cavusgil and Nevin (1981), Schlegelmilch (1983,
1986), Aaby & Slater (1989), and Walters and Samiee (1990). A possible
explanation might be attributed either to general low technological
level of

the

firms

surveyed here,

or perhaps

to

the use of an

aggregate measure here (i.e., factor).
The study indicates that the "willingness to change" factor is
importantly related the level of exporting. While this result is in
agreement with previous studies such as those reported by Cooper
Kleinschmidt (1985), Samiee

&

&

Walters (1990a), and Oritz-Buonafina

(1990), it is in conflict with the findings of other studies, such as
Seifert & Ford (1989) and Christensen et al. (1987). This difference
in findings might be attributed to the use of the aggregate measures
1. • e . ,
0

(

factor), or it might be due to the different types of the firms

in the countries under investigation.
f. The

Dete~inants

of the Fira's Export Behaviour

(1) The results obtained from

applications of the Split Half and

Jacknife to the validity of the discriminant functions of the three
set of dimensions (i. e.,

internal, external, and combined) provide

strong evidence that each of these discriminant functions is a valid
model in discriminating between the two groups (Le., exporters and
non - exporters). For more details, see section 9.2.3, Chapter 9.
(2)

The application of Discriminant Function Analysis indicates

that there is a strong relationship between the values of 16 factors
of the internal dimension and the classification of the export group
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membership. The analysis shows that the internal factors are able to
correctly classify 95.84% of the population of the study into two
groups (exporter's group and non -

exporter's group). This resul t

should represent a primary concern for manufacturers who want

to

become involved in exporting, since by comparing themselves with those
already involved in exporting, they can implement the required changes
within their organisations.
(3) The Discriminant Function Analysis shows that there is also a
relationship between the 10 factors of the external dimension and the
classification of the export group membership. The analysis shows that
the external factors are able to correctly classify 83.38% of the same
population into exporter's group and non - exporter's group. This
result is of a particular importance to

public policy makers who want

to encourage firms to become involved in exporting, in the way that
the Government
(4)

In

can

meet the needs of each of these groups alone.

comparison

between the

solutions produced

by

the

two

dimensions (internal and external) in respect of the classification of
export group membership. i t is inferred that factors related to the
internal processes of the firms are more critical for them to become
involved in exporting than those existing outside of their boundaries.
This

is in line with other export behaviour studies, such as Cavusgil

(1976), Cavusgil and Nevin (1981). Axinn (1985. 1988). Kolhede (1984),
Gomez-Mej ia (1988) and Gemunden (1991). It indicates that the real
barriers to export are more related to the aspects under the control
of the firm . This result is of a particular concern for the Government
if

it

intends

to

encourage

firms

to

move

into

exporting.

The

Government action is more likely to be effective where it is designed
to

make

an

impact

on

the

characteristics.
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firm's

internal

environmental

(5) The integration approach of the internal and external dimension
provides empirical evidence that export behaviour is better predicted
by the combination (interaction) of these dimensions than by each
dimension acting alone. The analysis shows that the addition of the 10
factors of the external dimension to the 16 factors of the interna l
dimensions produce a significant i provement in the classification of
group membership and it is able to correctly classify 97.39% of the
same population into two groups (i.e., exporters and non - exporters).
This result supports the behaviour theories of the firm which suggest
that organisational behaviour is a function of the interaction of the
firm's internal

with its external environment. It also gives a better

understanding of export behaviour by viewing the organisation as a
whole rather than being isolated fragments

(Le., previous studies

only covered the internal environment).
(6) The analysis of the discriminant analysis function also shows
that out of the 26 factors of the combination 21 could be considered
as significant discriminators between the exporters ' group and the non
_ exporters' group.

These 21 factors belong to both of

the two key

dimensions of the environments: (1) Internal environmental dimension
(14 factors) and (2) External environmental dimension (7 factors).
With regard to the factors related to the internal environmental
dimension,

the

importance are:

14

principal

diSCriminators,

1. "Managerial aspirations",

in

their

order

of

2. "Export benefits",

3. "Business experience", 4. "Willingness to change", 5. "perceived
risk", 6. Market co.petitive strengths", 7. "Technological strengths",
8.

"Size of the fin",

.

object~ves

",

11.

9. "Product characteristics" ,

"De.ographic",

10.

12.

activities", 13. "Education", and 14. "Operational obstacles".
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With

regard

to

the

factors

related

to

the

firm's

external

environmental dimension, the 7 most important factors, in their order
of importance, they are:
policies

and

"Awareness of the govertJllent' s export

1.

assistance" ,

2.

"GoverIlllent 's

export

policies

and

assistances", 3. "Raw .aterial related proble.s". 4. "Foreign .arkets
conditions",

5. "Govertlllent

export

procedures

6. "Physical distribution related proble.s",

related proble.s",

and

7. the "no.estic

.arket conditions".
(7) Individual analysis of the attributes of 26 factors show some
differences from the result of taking attributes together (i.e., as a
factor) in respect of the differentiating between the exporters' group
and the non -

exporters' group. While 4 factors are shown to be

important in discriminating between the two groups, some of their
attributes are regarded as not important by the two groups. They are:
1.

"Export

benefits" •

2.

De.ographic" •

3.

GoveI"lDlent 's

export

procedures related proble.s", and 4. "Physical distribution related
proble.s". The possible explanations for this disagreement of results
might be attributed to two factors; the use of the aggregate measure
here (i.e., the factor) may produce more power than on each attribute
acting alone, and secondly the different types of the industrial firms
under investigation. Some of these types might regard these attributes
taken together as being

essential in order to become involved in

exporting •
(8) The research findings

show some disagreement with previous

export behaviour studies in respect of the results of the following
factors and their associated attributes;
2.

"Business experience" ,

1. the "Size of the fin"

3 • "De_ographic" •

and 4.

.,
. t ances,.
" 5 "Educat 10n
. "•
export po 11C1es
and asS1S
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The attributes of the "size of the fin" factor were found to be
important in discriminating between the two groups (L e., exporters
and non - exporters). While this result is supported by

Reid (1980),

Withey (1980), Gronhang & Lorenzen (1982), Culpan (1989), Keng & Jiuan
(1989), Ortiz-Buonafina (1990), Samiee & Walters (1991) and Liouville
(1992), it is in conflict with others, such as Cavusgil and Naor
(1987), Axinn (1985, 1988), Czinkota & Johnston (1983), and Kirpalani
and Macintosh (1983). This might be attributed either to the use of
the aggregate measure (Le.,

factor),

or it lIIight

be due to

the

different sizes of the firms in the countries under investigation. The
size of the Jordanian firms are quite small in comparison with those
firms in developed countries, such as the U.K, U.S.A, etc.
In respect of the attributes of the "business experience" factor,
the result indicates that there is no relationship between the firm's
age and the probability of being an exporter. While this result is
supported by Keng and Jiuan (1989)

and Samiee & Walters (1991), it is

found to be in conflict with Cavusgil and Naor's study (1987) who
reported that the number of years in business

(Le., age)

is an

important attribute in differentiating between exporters and nonexporters. Also, Tseng and Yu (1991) reported that exporters have been
in business for a significantly shorter period of time than nonexporters. The possible explanation for this disagreement might be due
to

the

differences

of

business experience

of

the

firms

in

the

countries under investigation . Industrial development in Jordan is
quite

recent

in

comparison

to

business

experience

of

firms

in

developed industrial countries, such as the UK.
The age of the decision - maker as one of the attributes of the
"de.ographic" factor is not shown to be important in differentiating
between the two groups. However, this result does not support previous
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studies, such as those by Layton

Dunphy (1970) and Pinney (1968),

&

which reported that exporters were more likely to be younger than non
- exporters. The difference of findings might be attributed to the
difference of the countries under investigation. In fact, managers at
the higher level of management in Jordan are almost old (i.e., above
40

years).

The survey

indicates

that

about

70% of

the managers

interviewed were above 40 years old.
Previous

studies,

such

as

Kolhede

(1984),

Rabino

(1980)

and

sullivan & Bauerschmidt (1988, 1990) reported that government export
incentives are not important either for exporters or non-exporters.
However,

the

present

results

show

assistance and policies are regarded

that

the

government's

export

as important by the two groups.

This disagreement might be attributed to the different abilities of
the firms in the countries under investigation. Jordanian firms might
not be in a position or able to export without the government's export
assistance, because of the lack of financial resources and know - how.
In respect

to the

attribute of "education" factor,

the study

indicated that there is a relationship between the decision-maker' s
type of education and the firm's export behaviour. While this result
is supported by many studies such as Holzmuller & Kasper (1990, 1991)
and Simpson and Kujawa (1974), it is found to be in conflict with
other studies such as Axinn (1985, 1988), Cavusgi1 and Naor (1987) and
Bourantas

& Halikias

disagreement

might

be

(1991).

The

related

to

possible
the

explanation

differences

between

respondents of the firms of the countries under investigation.

349

of

this
the

10.4

Research Contributions

Several

contributions

to

existing

knowledge are

made

in

this

research. These contributions are theoretical and practical.

10.4.1

Theoretical Contribution

(1) Extending the understanding of export behaviour by testing the
phenomenon in a new environment. In the 1i terature review, it was
pointed out that IlIOSt of the research in this area was conducted in
developed countries. To the best knowledge of the researcher, export
behaviour at the firm level has never been investigated in Jordan or
in any other country similar to Jordan.
(2) In comparison with the previous studies conducted in the same
field, this study might be considered to be more comprehensive in
terms of the number of variables
external environmental

investigated, i.e., the internal and

measures. In other words, the study might be

one of a few attempts to investigate one hundred and eleven variables
separately and together (i.e., 26
(3)

This study has

factors).

been conducted in a systematic manner.

A

conceptual framework was designed to guide it. The framework is based
on the integration of the internal and external factors which are
thought to influence export behaviour and the level of exporting. For
more details, see chapter 4.
(4) The researcher also has developed some measures that relate to
the firm's external environment. in particular, the measures of the
political - legal environment in Jordan. To the best knowledge of the
researcher, these measures have not been previously used in export
studies (for more details, see Chapter 3).
(5)

The findings of

this study reinforce many findings of the

previous works in this area.

However, some conflicting results were
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also reported,

for example,

the age of the decision - maker was

irrelevant either to the level of exporting or export behaviour. These
differences raise new explanations when variables are,

or are not,

relevant to export behaviour.
(6) To the researcher knowledge, this research might be one of the
few studies in this area

testing the reliability of the scale of

measurement of data collection (for more details see Appendix [1]).
(7) To the researcher knowledge, the McNemar test might be employed
here for the first time in export behaviour studies, namely, to test
the improvement in the classification of group lIembership after the
addition of

the

external

environmental measures

to

the

internal

environmental measures.

10.3.2

Practical Contributions

The practical contributions of this study relate to the firm's
management, international marketers, and public policy makers.
(1) The decision - makers of manufacturing firms will benefit from
this

study's

determining

findings.

A

better

understanding

of

the

factor

export behaviour and the level of exporting will help

them to implement the required changes within their organisations.
(2)

International

marketers will

find

this

study relevant

in

understanding export behaviour of manufacturing firms in one of the
developing countries (i.e., Jordan).

As indicated in Chapter one,

export behaviour has been mostly investigated in developed countries.
Little is known about the export behaviour of manufacturing firms in
developing

countries.

In

investigating

the

export

behaviour

of

manufacturing firms in Jordan, this research has added a new dimension
to the existing knowledge about export behaviour.
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(3)

The public policy - maker will benefit from the findings of

this study. A better knowledge of the factors that determine the level
of exporting or export behaviour will help the Jordanian Government,
in particular, to formulate an effective export promotion programme
and to make the

right changes with regard

to the current export

policies, procedures, facilities and assistances.
(4) A comparison between the resul ts of the determinants of the
level of exporting and the determinants of export behaviour was also
reported (see Appendix [3]). This comparison will help both the public
policy - makers and manufacturers in Jordan to implement the required
changes within their organisations for the purpose(s) of either to
improve the level of exporting or / and to encourage other firms to
become involved in exporting.
(5) The implications of the research findings are stated under two
types of recommendations. These are: (a) recommendations for public
policy - makers and (b)

recommendations for current and potential

exporters (see the next section 10.5)
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10.5

Reco••endations

The various analysis carried out in this research have provided
detailed information about the possible factors that govern the level
of exporting and export behaviour in Jordanian firms. Drawing from the
key

findings

obtained

from

this

empirical

study,

two

types

of

recommendations can be addressed (see Table 10.1 and Table 10.2):
(1) Recommendations for current and potential exporters,
(2) Recommendations for public policy - makers
10.5.1

Reco. .endations For Current and Potential Exporters

a. The improvement of the
emphasis on a number of

level of exporting requires special

the firm I s

internal characteristics.

The

Stepwise Multiple Regression identifies that, out of the 16 factors of
the internal dimension, only

three factors as being significantly

related to a high level of exporting. On this ground, we recommend
that if any firm intends to improve its level of exporting, it needs
to pay a special attention, at least, to these three most important
factors and their associated attributes * : 1. "Willingness to change",
2.

"Size

of

the

fina" ,

and

3.

"Co••it.ent

to

export

related

activities".
Based

upon

this

above

conclusion,

the

following

actions

are

recommended for firms who want to improve their levels of exporting:
(1) The management should try to adapt (change) their marketing mix
policies (i.e., pricing, distribution, product and promotion) to meet
foreign markets requirements. This can be done by collecting more
information about the foreign market environment to where firms want
to export.
(2) The management should devote human and material resources to
carry out

*

the

following

export

related

activities;

see Appendix [3] for detail of the attributes involved
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1.

promoting

their

products

foreign

customers

trade

fairs,

3.

1IIarkets

in

order

international
to

overseas

to

keep
to

2.

participating

sending sales
explore

and

in

representatives
seek

marketing

opportunities in these markets, 4. using systematic research for the
possibilities of

increasing export

sales,

and

5.

establishing

a

separate department for handling several export related activities.
(3) The firm should try to enlarge its business size in general and
maximize the capital assets as much as possible in particular (see
Appendix (3), factor 4).
b. The adoption of an export strategy also requires much work on a
number

of

the

firm's

internal

characteristics.

The

discriminant

function analysis identifies 14

out of the 16 factors of the internal

dimension as being significant

discriminators between the two groups

(i.e., exporters and non - exporters). Accordingly, we recommend that
any firm intending to become involved in exporting needs to pay a
special attention to, at least, the following fourteen most important
factors and their attributes: 1. "Managerial aspirations",
benefits",

3.

"Business

5. "Perceived risk",

experience",

4.

"Willingness to

to

change",

6. Market co.petitive strengths", 7. "Techno-

logical strengths", 8. "Size of the fin",
istics",

2. "Export

9. "Product character-

10. "Export objectives", 11. "De_ographic", 12. "Co_it.ent

export related activities", 13. "Education", and 14. "Operational

obstacles".
In addition to those actions, the following are recommended for
potential exporters:
(1) Management should

match its firm's profile with the profile of

those already involved in exporting. This will help the management to
identify and implement the required changes within their organisation.
A profile of the exporter's group is presented in Chapter 9.
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Tabl.., (10.1)
R..,comm..,ndation~

and Sugg... ~tQd

Action~

For Export ... r~ and Pot..,ntial Export ... r~
SuggQ~t ... d

RG'commG'ndation~

8.

[AJ

O... vQlop or improv ... commitmQnt
to ... xport activitiQ~.

[OlJ

Action~

ActivitiQ~

Firm~ ~hould d ... votQ and allocatQ
Financial and human
rQSOUrC05 to undgrtakQ s ... vQral important Qxport markQting
activitiQ~.
Th ... sQ activitiQ~ includQ:

Participation in int ... rnational tradQ Fair~
(Q.g., contact Jordan TradG' C ... ntrQ).
Hiring or training ..,xport sal ... ~ PQr~on~
(Q.g., contact Univ ... r~ity of Jordan).
Hiring or u5ing Qxport salQ~ agQnciQ~. Firm5 which
arG' not ablQ to Q~tabli~h th ... i r own di~tribution
~y~t ... m in ForQign markQt~ can hirQ Qxport agQnCiQ5
to 5Q1l on thQir b ... halF.
S ... nding ~al ... s rQpr ... ~ ... ntativ ... to ForQign mark ... tz For
~QQking Qxport opportunitiQ~.
Eztab1i~hing a
unit or dQP~rtm ... nt to handlQ all of
tho Qxport r ... 1at ... d activiti"'5.
Purchazing or coll ... cting inFormation about ForQign
markQt ( .... g., contact Chamb ... r of Induztry).
Ad~pting or changing th ... Firm'z organizational and
mark ... ting polici ... ~ to m... Qt For ... ign
markQt~
r"'quirQmG'nt5. ThQSQ policios incIudQ modiFying
product. di5tribution and pricing polici ... ~.
Attgnding training courSQ~ on how to communicat ...
with ov ... r~Qas mark ... t~ (Q.g .• Jordan Training C ... ntrQ).
[SJ

OQVQIop or

improvo th..,
advantag ... ~.
Th05Q ineludQ: ~izo. ... x pQri ... nc ....
tochnological ~trQngth~.
innovation~
...... te.
~irm·~

[02J

di~FG'r..,ntial

[03J

Enlarging th ... Firm·~ ~izQ a~ much a~ po~~iblQ. Thi~ can bQ
donQ by incrQa~ing th ... numbG'r o~ ... mploY ... Qs. or incr ... a5ing
th.., capital inv ... stm ... nt. BasG'd on th ... tYPQ of own ... rship.
~irms c~n
incrQas ... thQir inv ... ~tm ... nt capital in many
way~.
For ... xampIQ. Join Stock compani ... s can iSSUQ nG'w
sharQs. Anoth ... r altQrnativQ i~ to g ... t loans ~rom
~inancial
institutions. such as th ... Indu~trial Bank
O ... v ... lopmQnt in Jorden.
IncrQasing th.., rat.., of ",xPQnditurQ on R 8. 0 For thQ
of making or innovating high quality product~ .

purpo~Q
[O~J

IncrQasing or improving th ... Firm·~ tQchnological standard
lQv..,l. This can b ... donQ by mod..,rni~ing thQ currG'nt m... thods
and oquipmQnt~ of production .

[05J

Att..,nding intG'rnational con~ ... r ... nc ... or training cour~ ... on
how to rQduc ... th...
co~t~ of production.
PricQ tQrm~
in ForQign markQt~ plays an important
rol ... in ~or ... ign
markQt~.
ThG'r ... ~orQ. costs o~ production should b ...
minimizQd a~ much as po~~ibl ....

""'

""'
C"")

ContinuQ Toblg

(10.1)
~nd qu~litiQ~ of m~n~gemQnt ~hould bQ improvgd .
c~n bQ dong by hiring nQW man~ger~ or attQnding

[06] Skills
Thi~

[C]

Should dgvQlop or
improvQ thQir intQrnotion~1
outlook.
M~n~ggrs

[07]

training

cour~gs

Tr~ining

CQntrQ) .

in this rQspect

(Q . g • •

cont~ct

Jord~n

Improving Forgign langu~gQs skills .
(Q.g • • contoct Univgrsity of Jordan) .

[08] Attgndinq intgrn~tion~l conFgrQnces and /or sQmin~r~
that ~rg-rQlatQd to thQ ~SPQcts of Qxport markQting .
[09] Subscribing to

intQrnation~1

[10] Organising FrQquQnt visits to
[0]

Firms should rQmOVQ or lQarn
how to rQducQ thgir Qxport
oPQrational obst~clQs.

tradQ

PQriodic~ls.

OVQrSQ~S

markQts .

[11] RttQnding tr~ining courSQS on how to communicatg with
OVQrSQas m~rkQts (Q . g . • cont~ct Jord~n Tr~ining Cgntrg) .
[12] GQtting in touch with thQ GovQrnmQntal dQpartmQnts For
thQ F~cilitiQS ~nd ~ssist~ncQ thQy oFFgr in rQsPQct to
Qxporting (g . g •• Jord~n TrodQ CQntrQ) .
[13] Using or hiring Qxport ~gQnciQs to SQll
product in OVQrSQas m~rkQts .

thQ Firm·s

[1~]

Using or hiring Qxport rQsgorch oggnciQs to collQct
thQ rQquirgd inForm~tion ~bout ForQign m~rkQts
or
contact thQ ChombQr of Industry in this rQsPQct .

[15]

Firms could Form thQmsQlvQs into Qxport groups. This
unity might strQngthQn thQir ~bilitiQS to OVQrcomQ thQir
Qxport opgrational obst~clQs. (cont~ct or join Jord~n
Export TradQ Rssoci~tion' .

[16]

Using
Jordan

[17]

and F~cilitiQS oFFgrQd by diFFgrgnt
dQpartmQnts (g . g . • F~cilitiQS oFFQrQd by thg
CQntrQ ~nd thg Chamber of Industry • . gtc . ' .

ossist~ncQ

govgrnmQnt~l

Tr~dQ

Firms can SQQk hQlp From similar Firms QXPQriQncQd in
Qxporting but not compQting with thgm. ~nd Form other
counsQlling c~ntrQs available in Jordan such as thQ
Royal SciQntiFic SociQty in Jordan .

-D
Lf)

<"'"

(2) Managers should attempt to determine how foreign marketing can
help accomplish their firms I

goals, such as growth, making greater

profit, keeping up with competitors, reducing the cost of production,
etc. (see Appendix [3], factors I and 4).
(3) Managers should try to improve their foreign language skills.

This can be done through travelling or/ and attending training courses
in foreign languages.
(4)

Managers should try to

Attending

international

increase their foreign

business

courses

and

experience.

subscribing

to

international trade periodicals are some ways by which managers can
build and retain a realistic outlook in foreign markets, which is an
important factor in determining firms ' export behaviour.
(5) Firms should try to improve and strengthen their competitive
advantages

in

general

and

management

technology (i.e., equipment

skills

and

the

level

of

and methods of production) in particular

(see Appendix [3], factor 8).
(6) Firms should try to develop and design a high quality and
competitive price product for overseas customers (see Appendix [3],
factor 7).
(7) To reduce or remove export operational obstacles (see Appendix
[3], factor 2),

it is highly recommended for management to at tend

international trade conferences in this areas. or training courses on
export marketing in an attempt to learn how to overcome such problems.

10.2 . 3 Reco. .endatioDS for Public Policy - wakers
(I) A direct implication of the findings of this study for the
public policy formulation is

that aggregate lfteasures to stilllulate

export will not be effective unless they are coupled with measures
taken

at

the

individual

firm ' s
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level.

In

other words,

if

the

government decides either to enhance the level of exporting, or to
induce

firms to move into exporting, it would be better to formulate

export promotion programmes at the level of individual firms rather
than setting them at a national level.
(2) The study's findings show that the factors determining the
firm's

level

determining
different

of
its

exporting
export

Government

are

quite

behaviour.

export

different

This

from

conclusion

promotional

programmes

the

ones

implies

that

are

required,

depending on whether the objective is to improve existing levels of
exporting,

or

to

encourage

other

firms

to

become

involved

in

exporting. For more details, see Appendix [3J.
(3) To improve the level of exporting, the Government should make a
special effort

on a number of the firm's external characteristics.

The Stepwise Multiple Regression analysis identifies 5 out of the 10
factors of the external dimension as being significantly related to a
high

level

of

exporting.

Government intends

Accordingly,

we

recommend

that

if

the

to enhance the level of exporting, it needs to pay

a special attention to, at least, these five most important factors
and their associated attributes:

1. The "Foreign .arkets conditions",

2. "Export costs", 3. The "do.estic .arket conditions", 4. "Government
export policies and assist.ances", and 5. "Awareness of t.he government
export policies and assistances.

For detail

about

the

attributes

involved, see Appendix [3J.
(4)

To

encourage

Government should

firms

to

become involved

in exporting,

the

pay a special attention to a number of the firm's

external characteristics. The DFA

identifies that. out of the 10

factors of the external dimension, only seven factors of significant
importance in discriminating between the two groups (i.e., exporters
and non - exporters). Accordingly, we recommend that if the Government
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Table

(10 _ 2)

Recommendations and Suggested Actions For Government to

Recommendations

[AJ

Governmental export procedures
should be s impli~ied with
respect to time, costs and
amount o~ paper work involved_
The s e includQ: export licens i ng.
inspection process and Customs
pr-ocedurQs _

Improve and Encourage Export

Involvement

Suggested Action~
and ActivitiQ~
(01]

Establish a o .... e stop department in the Industry o~ Trade
to handle a l l the governmental export requirements. i_e_~
have one unit or department ~,Jhere thQ Qxporter can conduct
and meet thE> governmental export procQdures in a minimum o~
time and cost.

(02]

Publicizing i .... Formation about governmental export requirements
and procedures_ This might hQlp the potential exporter to
better understand and mQet the governmental export
requirements_

(03]

Organising tr~ining courses or seminars ~or potential
exporters on how to reduce the time and costs associated
with conducting e x port procedures_

(j\
LJ")

[8 J

Overcoming imperFections in the
provision of the government"s
e x port a ssi5tance _ The se imperFections
include the Following:
Inadequate tax

Pa~m e nt

incentives

pro c edures

M

~irms

(04]

Government should give export oriented
For tax purposes_

(05]

Go vernment should give more compensation For additional
costs in e x port through tax reduction and pro~it tax
e x emptions_ This would help thQ manuFacturers to sell
their products in competitive terms_

(06]

Gover-nment shou ld establish export credit guarantee system
a gainst non - payment risk _

[07]

The Central Bank of Jordan should either abolish the b enk
guarantee requirement, or improve i t s terms
with resPQct to
the time & the value amount of t h i s guarantee_

[08]

The Central Bank of Jordan should provide assistance in
payment procedures ~or potgnti~l exportQrs by ~cceptance of
the r~discount export b i l l in a good tgrm _

[09]

Government should oFFer the bg~t e x ch~nge rate ~or pot~ntial
ex porter s and current Qxporters _ This might encourage or help
Firms to becom& involved in exporting_

[10J

Publicizing

& iinancial problems

in~tructions

more allowances

or organising sQminars about the

----------____,____________"_____________________________
,__________________________________________________________________
-n
payment
procedures in OVQr~Qas markgts.

Continue Tabl9 (10.2)
Foreign market

reprpsent~ti~Qs

Foreign market inFormation
communication

8.,

[11] The government should try to establish more commercial
Attaches and trade centres wherever necessary .
[12] Establishing ~ databank unit or department a t the Chamber
Industry For
providing in~ormation about ~oreign markets
environmental characteristics .

o~

[13] Encouraging the establishment of specialized trade orFices
For collecting inFormation about Foreign markets.
[14] Organising seminars or training courses on
inFormation about Foreign markets
[15] Purchasing up-dated
Publicizing

[17]

Producing brochures about potential

[19]

Customs Outi~s Facilities
including duty - dr~wback
system and temporary Qntry
schQmes.

[Cl

Overcoming imperFection in the
domestic market Facilities.
These include inadequate commercial
and inFrastructural Facilities,
such as transportation. warehouses.
banking Facilities. etc.

inFormation From Foreign markets.

[16]

[18] Encouraging

how to get

inFormation about Foreign markets.

p~rticipation

in

Foreign markets .

international

Trade Fairs .

Designing export training courses or / and seminars covering
all aspects of export marketing (insurance. shipment.
banking. etc . ).

[20]

Publicizing instrLlctions or / and organising seminars about
about the customs duties Facilities . This can be done in
in cooperation with academic institutions in Jordan.

[21]

SimpliFying the procedures concerning using these
Facilities .

[22]

Encourage est~blishment of specialized trade companies
or export agents in the domestic market in order to export
Jordanian products and give those companies similar
incentives which are given to exporters.

[28] Government should attempt to reduce costs associated with
obtaining such Facilities by setting new regulations that
aFFect the price of these Facilities, in particular.
using communication and
transportation Facilities For export
purposes.
[24]

Encouraging the commercial banks to give short and long terms
loans to export oriented Firms. This can be
guaranteed by
the Central bank o f Jordan.

[25]

Providinq traininq courses
or seminars on how to reduce
the cost-oF obtai~ing transportation, warehouses and
communication
Facilities related to export activity.

o

-.D
t"'l

ContinLIQ

T.e.blG>

(10 . 2)

=~-~~:~~~~~~=-~~~~======~----~~==----~~~--~~~~~l"

[0]

~=e i nf'·orCQrTlQo,.t ~nd i mprovQI1lG>nt of
t .he curt-ent Qx por·t. "'ss i s t~ncg
.e.nd po I i C iG>!'.

[26]

Org~nising sQmin~rs or dQsigning promotional
programmG>s
with thQ objQctivQS of crQ",ting know1QdgQ and ",warQnQ"'S
rQgarding thQ tYPQS of Qxport ~ssistancQ th~t govQrnmQnt
oFFgrs t.o thQ Q x portQrs.

[27]

Organising sQmin~rs For QxportQrs end potQntial
QxportQrs
on how to bQnQFit From
govQrnmQntel Qxport assistancQs
~nd f'acilitiQs.
This cen bQ donQ in cooPQration with
c011"'ggs end univQrsitiQs in Jorden .

[28]

Publicizing inFormetion ebout thQ av~ilablQ tYPQS of
assistancQ From which Firms could bQnQFit From whQn thQy
bQcomQ involvQd in Qxporting.

[29]

Establishing a unit or a dQpartmQnt in thQ Ministry of TradQ
to gi v g thQ rQ1Qvent inFormation to thQ QxportQr"s nQQds.

ThQ GovQrnmQnt should h.."lp potQntiel QxportQrs to OVQrcomQ
problems relatQd to ForQign govQrnmQnts tredQ rQstrictions.
This can be donQ by meking bilatQra1 tredQ egrQQmQnts with
Foreign govQrnmQnts.
_ _ _ _ _~..:::.,,:.:::.:.....::.~
_ _ _ _ _ _ _ _~---u
[30]

= ~~~=

_ _-

'I

....

..£)

<"'l

wants to induce firms to become involved in exporting, it needs to pay
a special attention to, at least, these seven most important factors
and their associated at tributes:

1. "Awareness of the government's

export policies and assistance", 2. "Govermaent' 5 export policies and
assistances", 3. "Raw aaterial related
conditions",

5. "Governaent

export

6. "Physical distribution related
.arket conditions". For detail

probleas", 4. "Foreign lIarkets
procedures

probleas",

related problells",

and

7. the "Do.estic

about the attributes involved,

see

Appendix (3).
The

following actions

are

recommended,

whether the

Government

intends to enhance the firms' levels of exporting or/ and encourage
other firms to become involved in exporting:
(5) The Government should take corrective action concerning some
current

export

measures,

including:

export

polices,

procedures,

facilities and assistances. The following are recommended in the light
of the study's findings (see Appendix 3, Factors 17, 18, 19 and 20):
- The

Government ' s

export procedures should be simplified. In

other words, the amount of paper work required, the costs, and
time
as

associated
much

as

with

possible.

export procedures
In

particular,

need to be reduced
the

export

licence

requirement, the inspection process and the custom procedures
should be closely

examined for simplification.

- The Government should design educational programmes with the
purpose of creating awareness of its export facilities

and

policies . Special educational and promotional programmes should
be developed to inform firms about the duty - drawback system
facilities, because

these were not known by a large number of

manufacturing firms.
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- The Government should simplify the current payment procedur es
in

general, and the bank guarantee requirement in particular,

because they

were

found

to

be

the most important problems

regarded by firms, either those who want to improve their level
of exporting or those who want to become exporters.
- The Government should seek
aim to

stimulate

to remove export barriers in its

export. For example, the Ministry of Trade

should organize counselling sessions that cater for individual
firms'

enquire.

Such

measures

might

help

to

remove

some

anxieties about exporting problems.
(6) The Government should establish Commercial - Attaches or trade
centres wherever possible. Such measure is expected to be helpful for
a firm which wants

to enter foreign markets as an exporter.

The

study's finding in this respect showed that the lack of Commercial Attaches in foreign market is regarded as an important problem by
current and potential exporters. A summary of

results on this issue

is provided in Appendix (3). Factor 19.
(7) Information about potential foreign markets should be up dated and circulated among manufacturing firms

by whatever possible

media.

foreign

Lack

of

reliable

considered as one of
discourage firms

information

about

markets

is

the most important problems that inhibit or

either to become involved in exporting or to improve

their level of exporting.
(8)

The

Government

should

design

export

training

courses

or

organise seminars on export marketing. This can be done by cooperating
with the colleges and universities in Jordan.

Special programmes or

courses can also be developed to increase management's perceived gains
from undertaking exporting activity. These can also include reduction
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of obstacles, reduction of risks and costs associated with undertaking
export activities.
(9) The GovernlRent should establish an export credit guarantee
system

against non - payment risks. A lack of export credit guarantee

against non - payment risk is regarded as an important problem by both
the current exporters who wish to increase their level of exporting,
and

potential

exporters

who

wish

to

enter

foreign

markets

as

exporters.
(10)

The Government needs to provide ..ore trade incentives and

facilities

in

general

and

tax

incentives

for

export

oriented

industries in particular. Inadequate tax incentive for export oriented
industries is regarded as one of the main problems by current and
potential exporters (see Appendix [3], factor 3).
(11)

The

Government

development
mechanics

through
of

policies

counselling

exporting,

export

should
and

foster

training

documents

and

growth

in

programs
the

export

including

use

of

the

Government's export facilities.
(12)

The

Government

should

use

its

advantage

with

foreign

government to support export sales by the Jordanian firms. It can
provide such support through bilateral trade agreement with foreign
government.

This

will

also help

the Jordanin

firms

to

overcome

problems that relate to foreign governments trade restriction.
(13) The Government should also take

corrective actions in respect

of the current infrastructural facilities existing in the domestic
market. These facilities are found to hinder rather than stimulate
export. In order of their importance, they are
facilities and (2) warehouse facilities.
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(1)

transportation

10.4

Research Li.itations

(1) The study was tested in one geographic area, i.e., it was only
conducted

in

the

Jordanian

environment.

Therefore,

the

lack

of

external validity of this research means that any generalization of
the research findings should be taken with caution.
(2) The data analysis was cross - sectional. As with all cross sectional studies,
dynamic.

This

the parameters tended to be static rather than

drawback

limits

the generalization

of

the

study's

findings to further situations and beyond the specific population from
which the data was gathered.
(3)

The

study

used

the

collection, i.e., the data

single

informant

approach

for

data

were collected from a key person in each

organisation (see Chapter 5, section 5.5). This approach might not
provide the best view of the organisation as a whole. However, by
using the multiple informant approach (i.e., more than one person in
each organisation) in

future

research,

the

problem of aggregate

responses should be solved.
(5) Because of the time and cost associated with data collection,
the study population was confined
Therefore, the generalisation

to six types of industrial sectors.

of the results beyond these

industrial

sectors should be taken with caution.

10.5

Areas for Further Research

Since this is the first study to address the export behaviour of
manufacturing firms in Jordan, there are many issues that could not be
covered in this research and deserve further research. The suggested
areas for further study are as follows:
(1) The external validation

of the current research findings. It

is important that part of the future research be directed towards the
365

replication of the findings of this research.

It

is suggested that

future researches should use the same dimensions of the internal and
external environment.
(2) Future studies should be directed to investigate the same
phenomena in other types of industrial sectors.
(3) In this research, the level of exporting was measured by one
criterion for the reasons explained in Chapter 4. Future research is
required to develop multiple measures for the level of exporting. The
purpose would be to

find

out whether there is any difference between

the results of using one criterion and the results of using multiple
criteria together.
(4)

Future

research

is

required

to explore

and develop

more

measures relating to the firm's external environment. These could be
incorporated with others already

investigated.

The purpose is

to

extend the number of aspects of the firm's external environmental
measures, and to verify the results which were obtained in this study.
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