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Determinants of Export Performance:
 European Executive Insights
Abstract


This exploratory study discusses main antecedents of export performance based on the perceptions of European export managers. Cross-national findings reveal that the most important determinant of export performance is product quality, followed in importance by price competitiveness/value for money, and service quality. Other top determinants of export performance identified across the two European countries’ samples are: relationship with importers/trust, degree of competition, design, brand image, distribution network/availability, product differentiation, innovation, strategy adaptation, promotion, and foreign market characteristics  (dimension/potential). Based on these findings the authors advance managerial implications and suggest several potentially fruitful streams of research.
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Introduction

Research on export performance is nearly four decades old, having been initiated by the pioneering work of Tookey (1964). During these last four decades, world exports have grown exponentially reaching nearly 20 per cent of the world’s gross domestic product (World Bank 1998). As a consequence of the growing importance of the exporting activity, export marketing has become a priority for both practitioners and academics. A great deal of empirical research has been developed particularly in recent years, leading to the resurgence and development of seven major research streams in the literature (Katsikeas, Bell, and Morgan 1998, p. 323). These streams are concerned with (1) the factors that stimulate a firm’s decision to initiate exporting or assure the exporting activity; (2) the problems or barriers faced by firms when initiating exporting or maintaining export operations; (3) the elements which influence export development; (4) network relationships and their role in export development and internationalization; (5) the nature, importance and utilization of information acquired for export marketing decision making; (6) the nature and effectiveness of governments’ promotion and assistance programs; and, finally, (7) the identification of the factors that influence export performance, with a particular emphasis on the export marketing strategy - export performance relationship. Our focus will be on this last stream of literature. This last stream is a particularly interesting and updated topic, particularly if we consider that firms’ survival and growth, and consequent economic growth of many countries, is strongly dependent on a better understanding of the key factors influencing firm’s exporting performance. Within this line, the main aim of this paper is to identify which factors are perceived by exporting managers as being the most influential to the performance of export market ventures (i.e., a selected exported product or group of products to an importer in a single country). Are the factors the same as those that have been discussed throughout these four decades by the export marketing literature? 

In the pages to follow we start by summarizing the theoretical background supporting this research study. We then test our research question via a field survey of Portuguese and British exporting managers. Results are presented and then discussed.  Implications for theory and managerial practice, limitations of the research, and future directions are also considered.

Theoretical Background

Assessment of Export Performance 

Performance is an indispensable guide for any company analyzing its level of success, in both the domestic and international arenas. In the export marketing literature researchers have used many different measures to assess export performance, as no consensus exists about its conceptual and operational definitions. This might explain why the task of dealing with performance is so complex. Indeed, as Bonoma and Clark (1988: 1) commented«Bonoma and Clarke, 1988» , “perhaps no other concept in marketing’s short history has proven as stubbornly resistant to conceptualization, definition, or application”. With regard to the mode of performance assessment, research might use objective and subjective insights (Venkatraman and Ramanujam 1986). 

In this study we rely on the manager’s perception of the performance of the export venture. As the unit of analysis is a specific export venture, responding executives have detailed knowledge of its performance. There are several factors supporting the use of a subjective approach to performance assessment. Managers tend to use their own perceptions of performance, rather than objective values, in order to formulate their own decisions (Bourgeois 1980). By asking managers about perceived performance, instead of performance per se, we are able to capture the degree to which performance has matched the aspiration levels of the firm. It is as if an imaginary boundary line has been established, which may be used as a reference point for success and failure. Success is achieved if performance is better than or equal to expected performance, and failure if it is less. This line is also likely to serve as a benchmark for future decision-making. Depending on the firm’s location relative to this line, different actions will be taken. In broad terms, one may assume that an individual export venture will be successful when targets are met or exceeded (Lages and Jap 2003).

Although objective assessment of actual performance may be regarded as trustworthy, this type of approach may raise different measurement problems. As indicated by Styles (1998), since samples are often drawn from a heterogeneous population of exporting firms, the researcher --rather than managers-- usually is the one who fixes the imaginary boundary line between success and failure. A second measurement problem is that some measures (e.g., profitability, ROI, cash-flow) might raise comparison problems due to different accounting practices across firms. A third practical concern is that obtaining accurate financial data on export performance is a difficulty acknowledged by researchers, because export managers might be unwilling to respond openly and effectively to absolute values 
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. Finally, both stakeholders and managers may have different opinions about which operational measures to use when setting targets. For this reason it becomes very difficult to find agreement on how to use financial measures to assess export performance (Madsen 1998). Moreover, the existing differences in terms of characteristics of the market, level of competition and technology intensity might lead to a comparison of financial measures with different meanings across the various firms (
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In sum, it might be extremely difficult for managers to provide accurate financial exporting information. All these reasons might explain why subjective measures have been proven to be more valid in measuring export performance and in determining the manner in which performance is associated with managerial decisions (see: Katsikeas, Leonidou, and Morgan 2000: 505). 

Determinants of Export Performance

Over the last four decades, the contingency perspective has been advocated by many theorists and discussed at several levels 


 ADDIN 
 QUOTE "(Galbraith & Schendel, 1983)" 
(Galbraith and Schendel 1983)
. The most recent literature on the determinants of export performance, particularly after Cavusgil and Zou’s (1994) contribution, is also based on this approach. The contingency perspective has been well accepted in organizational studies 
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. Its defenders argue that this perspective provides the right way to deal with export performance determinants. The contingency perspective assumes that there is no best strategy; each strategy can be the best in a particular condition, depending mainly on the importance of contingent forces affecting the firm and its context (Jain 1989). 

Many previous studies have tried to explain the performance of exporting activities by attempting to identify key factors that contribute to exporting outcomes. Notable meta-analyses have been done in recent years to systematize all the extensive literature on the determinants of export performance (see: Leonidou, Katsikeas, and Samiee 2002; Zou and Stan 1998). Our study is constructed on the most recent meta-analysis (Leonidou, Katsikeas, and Samiee 2002) of the determinants of export performance.

METHOD 

The Research Setting

The research setting is two developed member countries of the EU (Portugal and the U.K.). Research within this arena is particularly pertinent as the EU is the world’s largest exporter of goods, maintaining a stable share of approximately one fifth of total world exports (intra-EU trade excluded) since 1990 (European Commission 2000). The main similarities between both countries are: the majority of trade is done with other EU countries, and both Portuguese and British economic growth depends heavily on the exporting success of national firms. The main differences across both countries are the cultural roots, values and language.

The Unit of Analysis

The unit of analysis employed in this research is a single export venture, i.e., a single product or product line exported to a single foreign market. The use of an export venture is in line with a large number of previous empirical studies (e.g. Bilkey 1982; Madsen 1989; Cavusgil and Kirpalani 1993; Cavusgil and Zou 1994). This approach will allow future researchers using our findings to associate export performance more precisely with its antecedents. This unit of analysis is chosen because if a firm’s overall performance is analyzed as a whole, it is extremely difficult to isolate the effects of specific actions (Cavusgil and Kirpalani 1993). If more than one export venture from the same firm were used, this would increase the likelihood of bias. 
In order to classify the selected export venture, managers were initially asked to indicate an exported product, or group of exported products, as well as an importer in a foreign market for that(those) product(s). These questions were then followed by an open-ended question in which managers were asked to indicate what the main reason was influencing the selected exporting venture’s performance. For the Portuguese study, questions were initially developed in English and then translated into Portuguese. In order to avoid translation errors, questions were back-translated into English by a different researcher.

Data Collection Procedure 

Portugal

A sample of 2,500 firms was randomly generated from a governmental agency database of ICEP-Portugal (1997). This database of 4,765 Portuguese exporters was the most comprehensive and up-to-date database available in the Portuguese market at the time of data collection (1999). The pretest results indicated a strong need for an incentive to motivate the respondents to participate. In the cover letter it was stated that in return for a completed survey respondents would be provided with a report of the final results, and a list of contacts for potential overseas importers or clients.
 Additionally, confidentiality was assured. 

In the first mailing, a cover letter, a questionnaire, and an international postage-paid business reply envelope were sent to the person responsible for exporting in each of the 2,500 Portuguese firms. This missive was followed by a second mailing that included a reminder letter and a postage paid reply envelope. Out of the sample of 2,500 Portuguese managers, 29 stated that they no longer exported and 119 questionnaires were returned by the postal service. These firms had either closed down or moved without leaving a forwarding address. Thus, the sample size was reduced to 2,352. Of the 593 returned questionnaires, 478 managers answered the open-ended question which is the focus of this paper, corresponding to a 20% response rate (478/2,352). 

United Kingdom

A sample of 1,564 British enterprises was randomly generated from a database of the British Chamber of Commerce denominated “British Exports 2000” (2000). An incentive was stated in the cover letter: in return for a completed questionnaire, the findings would be available after the completion of the study. Confidentiality was also assured. Similarly to the Portuguese survey, a cover letter, a questionnaire, and a postage-paid business reply envelope were sent to the person responsible for exporting in each of the British firms of the sample. Unfortunately, unlike the case in the Portuguese survey, governmental funding was not obtained to conduct the research. Consequently, due to the lack of financial resources, a reminder mailing was not sent. 

The data collection was conducted in 2002. Out of the 1,564 exporters, 108 answered to the open-ended question, representing a raw response rate of 7% (108/1,564). In order to identify the problems associated with the low raw response rate, we used the method of Menon et al. (1999). Accordingly, we contacted 100 randomly chosen respondents to determine nondeliverable and noncompliance rates, and then assessed final response rates. The results were: 34% of nondeliverable mailings were due to incorrect address; an additional 40% did not reach the person responsible for the export operations in the firm; and 4% of the respondents reported a corporate policy of not responding to academic surveys. In line with Menon et al. (1999), the total of 108 usable returned questionnaires represents a 31% effective response rate, which is quite satisfactory, given that average top management survey response rates are in the range of 15%-20% (Menon, Bharadwaj, and Howell 1996).  

Coding Procedure 

The coding procedure followed six steps. First, all answers to the open-ended question were entered ipsis verbis into a Word Processor. When more than one word or expression were proposed by respondents as the main determinant of the selected export venture’s performance, all were recorded ipsis verbis and considered as having equal weights because no preference ranking could be inferred.  

Second, all answers were coded independently by two researchers (one marketing professor and one research assistant) and verified by one independent judge (marketing professor). Overall, no significant differences of meaning were identified; and when disagreements arose, the independent expert judge, together with the two researchers, determined the final coding. Ultimately, the best way to protect against interpretive bias is to be constantly aware that the respondent’s perspective should guide final interpretation. 

Third, an interactive process of open coding of data with constant comparative analysis was used. Analysis of the open-ended answers relied on the meaning-based abstraction and conceptual labeling. With the reading of each new answer, the analytic strategy shifted gradually from open coding of data to comparison of new data elements with previously coded incidents that shared similar conceptual properties. Coding of subsequent data was based on themes and patterns that emerged across answers. Qualitative researchers describe this interactive process of back-and-forth analysis in which new data are compared to concepts in use and new concepts are compared to previously coded data in a constant comparative analysis. 

Fourth, this interactive process leads to a list of keywords. Keywords are defined as manifest indicators of similar critical meanings.

Fifth, as a consequence of a discussion between the two judges many of the keywords were collapsed, renamed, and reorganized in the light of the research question, evolving into the format laid out in a final list (see Table 1). Saturation was achieved when each part of relevant data had been successfully grouped into one thematic category, and when the leftover data were determined to be irrelevant to the research questions at hand. 

***************************************

Insert Table 1 about here

***************************************

The final step consisted in the application of a pre-determined category system to our categories in order to interpret keywords according to an existing interpretational schemata. This step was based on Leonidou, Katsikeas and Samiee’s (2002) meta-analysis. Their work identifies five major groups of variables influencing export performance: (1) managerial, (2) organizational, (3) environmental, (4) export targeting, and (5) marketing mix variables. The authors conceptualize “managerial” as referring to variables related to characteristics of exporting firms’ decision-makers; “organizational” related to characteristics of the exporting firm; “environmental” regarding macro influences on the exporting activity; “targeting” concerning segmentation and targeting of (international) markets; and “marketing mix variables” related to export strategy at the product, price, distribution and promotion levels. These groups of variables were divided in two, the first being comprised of managerial, organizational and environmental as antecedent forces indirectly affecting export performance; and the second comprised of targeting and marketing mix variables as elements of the export marketing strategy that directly affect export performance (Leonidou, Katsikeas and Samiee 2002, p. 52).

Data Analysis

The data obtained for the previous open-ended question for British and Portuguese exporters are now analyzed. The analysis of the Portuguese and the British data is done separately because: 1) data collection occurred in two different years, and 2) there is a high possibility that managerial perceptions of performance and its determinants might be different in the two countries. 
Out of 478 valid Portuguese answers (i.e., reasons for exporting ventures’ performance), 866 keywords emerged (an average of 1.8 keywords per respondent). Each answer was analyzed by two judges. The final codification led to 43 marketing categories. Out of 108 usable British questionnaires, 167 keywords (an average of 1.5 keywords per respondent). The final codification led to 39 marketing categories.

All sizes of firm are represented in the samples. Both Portuguese and British exporting industries are primarily composed of SMEs. Of the exporting firms represented in the samples, 5% of the Portuguese firms and 6% of the British companies have more than 500 employees, and hence are considered SMEs. With regard to the Portuguese sample, the average annual export sales of these firms ranged from USD $350,000 to $1.5M.  In the British sample, the average annual export sales of these firms ranged from USD $470,000 to $1.6 M.  

Both surveys were sent to individuals who were primarily responsible for exporting operations and activities. The job title of these individuals included president, marketing director, managing director, and exporting director.  Respondents in both countries were asked to indicate their degree of experience in exporting on a scale where 1=none and 5=substantial.  The mean response for Portugal was 3.6 (sd=.84, range 1 to 5) and for the U.K. was 3.8 (sd=.93, range 1 to 5). Collectively, this indicates that although the title of the respondents’ positions may be wide-ranging, the individuals were experienced with exporting in general and appear to have considerable knowledge in the specific exporting activities of the firm.

Findings

Exporters’ perceptions of the main determinants of their exporting venture’s performance are very similar for both Portuguese and British samples. Findings across both samples reveal that the most important determinant of export performance is product quality, followed in importance by price competitiveness/value for money, and service quality. Other top determinants of export performance identified across the two European countries’ samples are: relationship with importers/trust, degree of competition, design, brand image, distribution network/availability, product differentiation, innovation, strategy adaptation, promotion, and foreign market characteristics  (dimension/potential).

Based on Leonidou, Katsikeas and Samiee’s (2002) pre-determined five category system, we have assigned the different determinants to each one of the five categories (see Table 1- categories are in brackets). As one observes in Table 1, the Top 4 across both samples are included in the “marketing mix” group of variables. This suggests that exporters spontaneously perceive marketing strategy as being central to export performance.

In particular, with regard to product issues specifically, our findings suggest that managerial concern is aligned with researchers’ interests. Previous research has extensively researched product quality as a determinant of export performance (Leonidou, Katsikeas and Samiee 2002). Our findings also reveal that the tttmost-cited determinant of export performance across both samples is product quality.  Service quality was identified as another top concern. This is also in line with the literature, which considers (pre- and after-sales) service quality as a critical success factor in international marketing (Terpstra and Sarathy 1997).

Price competitiveness/value for money is presented by Portuguese and British managers as being the 2nd most-important issue. Surprisingly, despite managerial awareness of pricing importance to export performance, this is a topic which has received limited research attention (Myers and Cavusgil 1996; Rosenbloom, Larsen, and Mehta 1997). According to Myers and Cavusgil (1996), the reasons for neglecting pricing strategies and practices at the international level can be attributed to the complexity of pricing issues, as well as to the reluctance of managers to discuss their pricing strategies. 

Already in the early 1980s, Cavusgil and Nevin (1981) noted that research dealing with distribution decisions was very limited. Over two decades later, research on international distribution remains so (Rosenbloom, Larsen, and Mehta 1997). The existing research indicates that the relationship between specific export distribution modes and individual performance measures is inconclusive, suggesting that distribution is strongly adjustable to different foreign market characteristics (Leonidou, Katsikeas, and Samiee 2002). This might explain why a major distribution issue (delivery deadlines) was not seen as being simultaneously important for both samples. In analyzing our results, we can conclude that delivery deadlines are key to Portuguese exporters (3rd top keyword), which might imply that contrarily to what occurs with British exporters, delivery time is not a “taken for granted” situation to them.  

Still with regard to distribution issues, both Portuguese and British export managers perceive that the relationship with importers/trust must be seen as a main concern. There is a steadily growing body of research looking into the behavioral aspects of the relationship between buying and selling organizations in export markets, because a clear understanding of how to develop sound relationships is critical to successful export activity (Leonidou and Kaleka 1998; Rosson and Ford 1982; Styles and Ambler 1994). Managers often mentioned that trust in the relationship party was a critical factor. Trust is defined as “the belief by one party in a working relationship that the behavior of the other is honest, sincere, and fair, was significantly higher in harmonious than in problematic relationships”  (Leonidou, Katsikeas, and Hadjimarcou 2002, p. 99). Similarly to what has been discussed by the export marketing literature, managers also perceive that trust promotes positive joint results and prevents problems in exporting relationships.

Finally, promotion is not seen by Portuguese and British exporters as being a Top issue. This is even more surprising when considering that export promotion is one of most-discussed topics in the export-marketing field (Leonidou, Katsikeas, and Samiee 2002). 

The other four groups – i.e. environmental, targeting, managerial and organizational variables (Leonidou, Katsikeas and Samiee 2002) – are much less-cited across both samples as being critical factors of export performance. The only exception is a variable included in the environmental group of variables, competition, which was considered as a vital external force for exporting firms of both countries. A possible explanation is that managers perceive that in competitive environments market shares become more volatile (Day and Wensley 1988) and intense competition increases market uncertainty and unpredictability (Gupta, Raj and Wilemon 1986).

discussion and research limitations

The validation across the Portuguese and British samples indicates that although some of the top keywords are identical (i.e. 13 out of 22), there are also dissimilarities. Possible explanations for this are now considered. The first justification might rely on the fact that qualitative data were collected in two different years, and different types of incentives were administered, which may influence respondents’ willingness to answer the questionnaire. 

The second explanation might be associated with answer inequivalence arising from language differences between Portuguese and British managers. Nevertheless, this situation was minimized by the relative straightforward nature of the questions and answers (Styles 1998). 

Another possible reason is associated with the interpretation of the contextual variables (Craig and Douglas 2000). It is probable that, as consequence of the different contexts, when Portuguese and British respondents were evaluating the performance of the selected export venture, they elected different types of products and exporting markets. For example, while Portuguese exporters might rely more on traditional (e.g., textiles and shoes) and less on Hi-Tech products, British exporters tend to focus more on Hi-Tech products. Similarly, while British firms are typically international firms, Portuguese exporting firms are typically dependent on a neighboring country (Spain). Styles (1998) also suggests that different levels of familiarity and experience with export operations might be another problem. However, in our opinion, this does not seem to be a concern in this study. 

A final explanation might be associated with the research limitations of this study. As with other studies in international business, our findings may be biased as a result of using self-report and perceptual data (Skarmeas, Katsikeas, and Schlegelmilch 2002). Additionally, this study uses as a basis a small British sample. Consequently, we recommend that these exploratory results should be regarded as suggestive rather than conclusive.

CONCLUSION AND RESEARCH DIRECTIONS

This empirical study identifies Portuguese and British managers’ perceptions on export performance antecedents. With this research it is expected to capture practical knowledge within a theoretical framework. It is believed that these combined perspectives of theory and practice focus our research agenda. Despite the qualitative exploratory nature of this study, findings reveal that top keywords are identical across both samples. Indeed, findings reveal that product quality leads managers’ perceptions in both samples, and is followed in importance by price competitiveness/value for money, and service quality. 

Several studies have already demonstrated that having a market orientation, rather than a product orientation, may improve performance 
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. Although product quality might be perceived by managers as a key factor, it is believed that firms should take into consideration all the factors of a marketing strategy, and not be exclusively product-driven (see: Douglas and Wind 1987). Exporting firms that are product oriented are more vulnerable to attacks from overseas competition 


 ADDIN 
 QUOTE "(Cavusgil & Zou, 1994; " 
(Cavusgil and Zou 1994
). Managers are recommended to implement a well-designed export marketing strategy, since the overwhelming majority of the marketing strategy variables tend to be significantly associated with export performance. Within this line, a further interesting possibility for future research is to develop and create international business frameworks, which examine the marketing mix as a whole, rather than concentrating on just one of the “Ps”. Due to the complexity of the export-marketing phenomenon, frameworks are important both at the conceptual and empirical levels, and wherever possible should use grounded findings.

Future research should also identify key drivers of export performance by investigating importers’ perceptions on this topic. Such an approach would bring interesting guidelines for improving the exporter-importer relationship as well as firms’ export performance. Research is also encouraged to investigate, not only export performance antecedents, but also export performance outcomes. It is believed that past export performance levels have an impact at the firm level (see Lages and Montgomery 2004; Lages and Jap 2003). This is something overlooked by previous empirical research. 

Finally, future empirical studies might try to test for the contexts in which the impact of the determinants presented here might be positive, negative or non-significant, by testing for example the moderating effects of product/industry type (e.g. a service industry and a goods manufacturing industry), firm’s size (e.g., SME and large firms), and firm’s exporting experience (e.g. start-ups and established exporters).

To conclude, and given the importance of the issues discussed in this paper for export managers and researchers, it is hoped that this investigation will stimulate future research and discussion in the export-marketing field.
Table 1 – Top Determinants of Export Performance


	Portuguese Exporters
	British Exporters

	Top
	Determinants
	%
(# mentions
out of 866)
	Top
	Determinants
	%
(# mentions
out of 167)

	1.
	Product quality (5)
	30.6% (265)
	1.
	Product quality (5)
	22.2% (37)

	2.
	Price competitiveness/value for money  (5)
	22.2% (192)
	2.
	Price competitiveness/value for money  (5)
	10.8% (18)

	3.
	Delivery deadlines (5)
	  8.1% (70)
	3.
	Service quality (5)
	  9.0% (15)

	4.
	Service quality (5)
	  6.0% (52)
	
	Relationship with importers/trust (5)
	  9.0% (15)

	5.
	Competition degree (3)
	  4.4% (38)
	5.
	Brand image (5)
	  6.6% (11)

	6.
	Flexibility/response capability (2)
	  3.5% (30)
	6.
	Technical ability (1)
	  6.0% (10)

	7.
	Design (5)
	  3.0% (26)
	7.
	Competition degree (3)
	  4.8% (8)

	8.
	Relationship with importers/trust (5)
	  2.9% (25)
	
	Distribution network/ availability (5)
	  4.8% (8)

	9.
	Brand image (5)
	  2.1% (18)
	
	Product differentiation (5)
	  4.8% (8)

	10.
	Distribution network/ availability  (5)
	  1.8% (16)
	10.
	Design (5)
	  3.6% (6)

	11.
	Innovation (5)
	  1.7% (15)
	11.
	Promotion (5)
	  2.3% (4)

	
	Strategy adaptation (5)
	  1.7% (15)
	12.
	Innovation (5)
	  1.8% (3)

	
	Macro factors/demand (3)
	  1.7% (15)
	
	Foreign market characteristics (dimension/potential) (4)
	  1.8% (3)

	14.
	Promotion (5)
	  1.3% (11)
	
	Reliability (5)
	  1.8% (3)

	
	Product differentiation (5)
	  1.3% (11)
	
	Exchange rate (3)
	  1.8% (3)

	
	Experience (1) 
	  1.3% (11)
	16.
	Strategy adaptation  (5)
	  1.2% (2)

	17.
	Foreign market characteristics  (dimension/potential) (4)
	  1.0% (9)
	
	Commitment (1) 
	  1.2% (2)

	
	Market knowledge  (1)
	  1.0% (9)
	
	
	


Notes:

1. Although our objective is not to obtain statistical generalization, it is believed that presenting percentages values facilitates cross-national comparison.

2. Top determinants in bold are common to both samples.

3. Major groups of variables influencing export performance: (1) managerial, (2) organizational, (3) environmental, (4) export targeting, and (5) marketing mix.

4. Cut-off point for analysis is 1% (Portugal: at least 9 respondents; UK at least 2 respondents). 
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