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ABSTRACT

Contribution of small and medium enterprises (SMES) in global export is becoming significant but
still a large number of these are unable to outperform in international market. In this study, we
have identified and classified the firm-level controllable determinants of export performance.
Based upon a comprehensive and systematic literature study we finally developed a synthesized
model which may provide a broader understanding of the export behavior of the SMEs to enhance
their export performance. Many information sources have been explored to collect the relevant
literature. The determinants found from the literature are classified into firm’s characteristics,
management characteristics, and export marketing strategic capabilities. In this paper, we have
proposed a synthesized model for the researchers who are interested to investigate the issue
further (i.e. about SMEs export performance determinants).
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FIRM-LEVEL DETERMINANTS OF EXPORT PERFORMANCE

ith the increasing trend of globalization the arena of market and competition for an enterprise has
expanded from domestic markets to the international markets. However, the position of SMEs as an
important player in international markets is now well recognized.

Ibeh (2004) have documented that SMEs share in the world’s manufactured exports is 25-35 percent and
their contribution to the GDP is 4-6 percent and 12 percent in OECD (Organization for Economic Co-operation and
Development) countries and Asian economies respectively. Neither all SMEs are involved in exporting nor do all
exporting SMEs perform at equal success level. Various researchers investigating about how firms perform in
exporting have identified a lot of factors as determinants of export performance (Aaby and Slater (1989); Ibeh
(2003); Dijk (2002); Zuo and Stan (1998)). These determinants have been classified differently; however, a major
classification has been as controllable and controllable. The controllable determinants are internal firm-level and
uncontrollable are external environmental determinants (Tesfom and Lutz (2006); Aaby and Slater (1989); Dijk
(2002)).

In this study we focus on the factors that are classified as firm-level controllable determinants which
influence the export performance of SMEs. Although various researchers have already investigated this issue and
have identified different firm-level determinants, such as:

. firm structural characteristics, market orientation, market characteristics, managerial attitudes (Chetty and
Hamilton (1993); Madsen (1989)),

. competencies, market orientation, firm characteristics and management perception (Aaby and Slater
(1989));

. strategy factors, management attitude and perception, export marketing strategy and marketing mix
variables (Zou, Stan (1998));

. behavioral control strategy, export sales organization design, export manager characteristics, export

manager behavioral attributes (Katsikea and Skarmeas (2003)) and;
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. firm specific characteristics and product characteristics (Julian (2003).

But, the changes in environmental factors such as technological, economic, and social conditions guides to
innovative research questions and alternative elucidations for how firms export performance is determined. At
present, adequate literature is available on the issue, however, what is desirable is to systematically synthesize the
existing literature in order to spot the similarities and synthesize these determinants to provide a comprehensive
integrated model to reach at a common base for supplementary exploration. Thus, the primary objective of this paper
is to recognize the firm level determinants and categorize them to develop a synthesized model.

From the literature review dozens of variables are found. However, these variables can be clustered into a
condensed number of more wide-ranging variables on the bases of their conceptualized similarity. The purpose is to
avoid the repetition of variables with different names and to facilitate the answer to research questions in order to
develop a synthesized model (please see Figure 1):

Export Performance

Shoham (1996) has generally defined export performance as the result of a firm's actions in export markets.
Although, growing body of literature has addressed the issue but still there is no evenly accepted conceptual and
operational framework (Cavusgil and Zou (1994); Shoham (1998)). Sousa (2004) has identified about 50
dimensions of export performance measure which are classified as subjective and objective measures of export
performance. However, Leonidou et. al. (2002), have identified that export proportion of sales or export intensity,
export sales growth, export profit level , export sales volume, export, market share , and export profit contribution
are mostly used measures of export performance.

Management Characteristics:

The occurrence of controllable factors suggests that export performance is under the control of the
organization and its executives, so they are considered to be the responsible for both excellent and poor performance
of export (Zou, Stan (1998)).

Many researchers have studied the management characteristics as determinants of export performance
through different dimensions (Aaby and Slater (1989); Ibeh (2003); Suarez-Ortega et. al. (2005)). To synthesize
these diverse characteristics are classified into categories namely <“attitudinal characteristics” “skill based
characteristics” and “behavioral characteristics”

Attitudinal Characteristics

A number of determinants are found that can be classified as the management attitudinal determinants.
These include, among others, management’s international orientation, management’s export commitment;
management’s perceived export advantages and barriers of exporting (Zou and Stan (1998)).

. Management Commitment: Management’s export commitment is one of the key determinants of export
performance (Aaby and Slater (1989); Zou and Stan, (1998)). Cavusgil and Zou (1994) found that high
management commitment allows to follow successful export marketing strategies that help to enhance
export performance which is confirmed by Julian (2003)

) Management perception toward competitiveness: Management perception in the competitiveness of the
export product has relation with the exporting result of the companies (Madsen (1998); Eusebio et. al.
(2007)), found that Greater management confidence in the competitiveness of the export product increase
the export intensity of the firm.

. Management Perception towards export advantages: How management foresee the export advantages
and their contribution to export profits are the good determinants of export performance. (Axinn (1988);
Aaby and Slater (1989); Zou and Stan (1998)).
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. Management Perception toward export barriers: Literature reviewed by Abey and Slater (1989); Zou
and Stan (1998) found Management perception toward supposed export barriers such as expected risk,
costs involved and intricacy of export to be the important forecaster’s of export excellence.

. Management’s international orientation: International vision (Aaby and Slater (1989)) and international
orientation (Zou and Stan, (1998)) are considered to be regular forecaster of export performance. Most
probably, an international firm can better see opportunities and stay away from threats

. Management’s customer Orientation: Katsikea and Skarmeas (2003) has found that export manager’s
high level of customer orientation contribute to effective export performance and low level leads to less
effective export performance.

Skill Based Characteristics

A number of determinates are found that can be classified as the management skill based determinants of
export performance. These include managers’ experience, education level, and foreign language proficiency.

. Export Experience: There is a positive relationship of export experience with export propensity (Ibeh
(2003)) and intensity (Suarez-Ortega and Alamo-Vera, (2005)).
. Foreign Language Proficiency: Suarez-Ortega and Alamo-Vera, (2005) have fond managers’ foreign

language proficiency positively correlated with both export propensity and intensity. Similar results are
found by Louter et. al. (1991)

. Education Level: Suarez-Ortega and Alamo-Vera, (2005) have identified a positive however weak
correlation of education level with export performance.

Behavioral Characteristic
Katsikea and Skarmeas (2003) has identified that the fashion of managers’ involvement in export sales
planning, export sales presentation, adaptive selling and sales support etc. to differentiate low and superior export

sales effectiveness.

Firm’s Characteristics and Competencies:

Firm Size

Firm size is taken as controllable factor and is an important determinant of export performance (Aaby and
Slater, 1989). A literary review by Zou and Stan (1998) has found its mixed affects; firm size has positive effect on
export performance if measured in terms of total sales and has negative effects are found on export profits if
measured by number of employees a firm have.

Technology level

Technological intensity has a mixed outcome on export performance (Zou and Stan (1998)). However,
Madsen (1987); and Aaby and Slater (1989) have found that technological orientation of a firm has vague effect on
the export performance.
Foreign Contacts and networking

Louter et al. (1991) found frequent customer contact to be a determinant of export performance. Babakus

and Yavas (2006) have found that the foreign networking (i.e. having ties with foreign entities) has a significant
positive influence on export performance.
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Knowledge

Firms’ export market knowledge is a critically important competence which influence export performance
(Aaby and Slater (1989)) which positively affect the export performance Hart et. al. (1994), however, Toften (2005)
has found a weak correlation between the two.

Export Planning

Aaby and Slater (1989) found systematic export planning very important in export operations. Zou and
Stan (1998) found export planning is a reliable determinant of export performance.

Export Marketing Strategic Capabilities:

According to Shamsuddoha and Ali (2006) it is ability of a firm to respond to marketing forces to achieve
its objectives. Cavusgil and Zou (1994)) pointed out that the exporting firm’s performance can be measured by its
marketing strategies and her ability to apply them. Export marketing strategy is usually considered as result of firms
characteristics (Aaby and Slater (1989); Cavusgil and Zou (1994)) but here we take strategic capability as an
independent factor. Export marketing strategic capabilities include among others the capabilities to adapt marketing
mix (e.g. Product, Price, Promotion and Placement) and marketing channel strategies such as channel type and
channel relationship etc. Zou and Stan (1998).

Utilization of international marketing research

It includes the firms capability to conduct international marketing research for development. Madsen
(1987) found that a firm’s ability to utilize international marketing research has positive effect on export sales,
growth and ultimately on export performance.. Many rehearses have confirmed this relationship (Zou and Stan
(1998).

Segmentation and Targeting

It includes firm’s capability to implement segmentation and concentration target strategy. A meta-analysis
by Leonidou et. al. (2002) found that firm’s strategies of segmenting market and concentration targeting have
positive relation with export performance.

Product Capabilities

The firm's ability to offer a complete product or brand mix in export markets is positively correlated with
export performance (Leonidas et. al. (2002)

. Product Strengths: Julian, (2003) has found that product strengths (e.g. product uniqueness, patents,
exposure to market etc.) have positive influence on export performance of the firm. Export product
unigueness (Zou and Stan (1998)) its quality and design (Leonidou et. al. (2002) are positively correlated
with firms’ export performance.

. Product Adaptation: Leonidou et. al. (2002) product adaptation is correlated with superior export
performance. However, Eusebio et. al. (2007) found this relationship positive.
. Warranty and Customer Services: Firms’ ability to offer augmented lever of product (i.e. warranty and

provisions for pre- and after-sales services etc.) are positively linked with export performance as the
customer is more concerned with exporters’ ability to offer necessary services (Leonidou (2002)).

Pricing Capabilities

It includes the firm’s capability to adapt the prices and to offer low prices. Price adaptation and ability to
offer lower prices (i.e. penetration pricing strategy) are positively correlated to the export performance (Leonidou et.
al. (2002).
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Distribution Capabilities

It includes the firms capability of establishing its own/direct channels, providing support to channel
members, adapting distribution channels and providing in-time delivery.

o Direct Channels: Eusebio et. al. (2007) has documented that the use of corporate distribution channels,
export sales representative’s office and direct buying in foreign markets are positively correlated with
export performance.

. Channel Relationships: Generally defined as channel members working affiliation, motivation, support
and involvement have emerged as important determinant of export performance (Cavusgil and Zou (1994);
Zou and Stan (1998))

. Distribution Adaptation: Many studies researched distribution adaptation, which refers to the adjustment
of the exporting firm's channel design in export markets. The strong positive linkage with export
performance was found. However, Zou and Stan (1998) found a mixed relationship.

. Delivery time: Delivery time plays an important role in influencing the export performance of the which is
found to have a positive relationship with export performance

Promotion Capabilities

It includes firm’s capability to use advertising, sales promotion, personal selling, promotion adaptation and
use of export promotion programs in their export markets.

Advertising is positively related to the export performance. Similar results are found for sales promotion
and personal selling, however, promotion adaptation is strongly positively correlated to export performance
(Leonidou et. al. (2002); Zou and Stan, (1998)). Francis and Collins-Dodd, (2004) and Shamsuddoha and Ali
(2006), have found the positive impact of use of export promotion assistance program on export performance.

CONCLUSION

Based on systematic literature review it has become possible to suggest an export performance model
which may help SMEs to enhance their export performance in export market as shown in figure 1. This model
synthesis dozens of export performance determinants already documented by researchers/scholars in various
publications in order to develop a classification that may provides a comprehensive base for understanding firm-
level determinants of export performance. Determinants were subjectively classified into three main categories:
management characteristics; firm’s characteristics; and export marketing strategic capabilities.

Management characteristics that affect the export performance of the firms are further classified into
attitudinal characteristics, skill based characteristics and behavioral characteristic. Firm’s characteristics and
competencies such as firm size, technology level knowledge etc. and export marketing strategic capabilities such as
utilization of international marketing research, segmentation and targeting, product capabilities etc. also play a
central role in the export performance of the SMEs.
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Management Characteristics

= Attitudinal Characteristics
- Management’'s commitment
- Perception toward competitiveness
- Perception towards export
advantages
- Perception toward export barriers
- International orientation
- Customer orientation

= Skill Based Characteristics
- Export Experience
- Foreign Language Proficiency
- Education Level

= Behavioral Characteristic
- Export sales planning
- Export sales presentation

Firm’s Characteristics &

- Adaptive selling Competencies
= Firm Size
) _ = Technology Level R Export
E);Eglrjt“l;{liaer;(etmg Strategic = Foreign Contacts and "l Performance
Networking
= Utilization of int'l marketing research « Knowledge

= Segmentation and Targeting

= Product Capabilities

- Product strengths

- Product adaptation

- Warranty and customer services
= Pricing Capabilities

- Price adaptability

- Lower Prices

= Distribution Capabilities
- Direct Channels
- Channel Relationships
- Distribution Adaptation
- Delivery time

= Promotion Capabilities
- Export promotion mix
- Promotional adaptation

= Export Planning

Figure 1: Conceptualization of Theoretical Framework

Implications for Future Research

The behavioral characteristics like use of export sales presentation, careful export planning etc. are also
found to positively influence the SMEs’ export performance In other words, managers with the suitable mix of
qualities who would tend to show favorable export behavior will positively influence the export performance of
SMEs. So management of SMEs should be given trainings to develop these qualities. Management must have
international orientation and customer orientation to outperform in the export markets.

This synthesized model is consistent which may be used for advanced level researches on the issue,
particularly, from developing countries. It also helps managers to understand the controllable factors that contribute
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in explaining the export performance of firms. It can also be used to develop a questionnaire in order to examine the
relative impact of these variables on export performance for SMEs.
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