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Abstract

This thesis seeks to develop insights into the nature of small and medium sized
enterprises (SMEs) that are effective in competing internationally, over the longer term.
It therefore aims to provide a better understanding of the behaviour that engenders this
capability. Its contributory value lies in the development of the new perspectives which
emerged from inductive theory development grounded in longitudinal data collected
between 1996-1999. '

Traditionally explanations for the success of SMEs in export markets, it is suggested,
have been sought in the marketing mix paradigm rooted in exchange theory. This thesis
draws from a range of literature in seeking an understanding of the behaviours observed.
In developing a substantive theory to explain the dynamic nature of firms that sustain-
their competitive effectiveness on international markets this thesis then seeks
explanations from the organisational learning paradigm.

This study follows the tradition of the naturalistic paradigm and as such the research
was a phenomenological study of an exploratory and qualitative nature. The naturalistic
paradigm recognisés the importance of the subjective experiences of individuals and
groups. In the verstehen tradition this study stresses the importance of the informant as
the primary source of information. The aim of the inquiry was to develop an
ideographic body of knowledge, the emphasis being on explanation and understanding
rather than the identification of general and universal laws.

The epistemological stance taken required an inductive approach to theory building.
Examining the firms longitudinally was the means by which the author was able to take
an holistic view of the international activities of the firms studied and focus on the
change processes and challenges faced in the study period.

The central proposition of this thesis is that the firms that compete effectively on
international markets exhibit a positive marketing orientation, and have a strong core
purpose on which is generated a clear internationally based strategic direction. It is
further proposed that over a period of time, through an iterative process of strategy
development, firms build a sustainable competitive advantage in their international
markets and develop the ability to maintain this advantage, even when faced with hostile
challenges in their international markets. Firms, it is suggested through their
relationships, build a virtual structure to their international markets, which provide the
means through which a knowledge of their markets is acquired, and an input is made to
the strategy development process by external partners. However, it is through the
dynamic processes of organisational learning that SMEs develop these capabilities and
so enhance their ability to sustain a competitive advantage over a period of time.
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Chapter 1: An Introduction to the Thesis

Introduction

This thesis seeks to develop insights into the nature of small and medium sized
enterprises (SMEs) that are effective in competing internationally over the longer term

and so gain a better understanding of the behaviour that engenders this capability.

The chapters of this thesis explore the processes through which the SMEs studied built a
sustainable competitive advantage in their international markets and developed the
ability to maintain this, even when faced with hostile challenges in their international
markets. How the firms used the relationships they established to structure and organise
their activities on international markets and the critical role these relationships played,

in both international strategy development and implementation is also studied.

There has been a plethora of research examining the exporting activities of SMESs in the |
last two decades. In contrast, there has been little theory development of SME
international marketing. This thesis examines how the author aimed to make a
contribution to that theory development through a three year longitudinal study of the
behaviour of SMEs that were viewed as competing effectively on international markets.
The central proposition of this thesis is that it is through the dynamic process of
organisational learning that SMEs build the capability to compete internationally and
develop their ability to effectively sustain a competitive advantage on international

markets over a period of time.

The aim in this first chapter is to establish the contributory value of this thesis and to
reflect on the paradigimatic stance taken by the author. The research methods used and
the content of the chapters in this thesis will then be briefly outlined. The reasons for
the author’s interest in the topic are explained and the rationale for the choice of the
research subject discussed. Finally, the reader is introduced to the political and

economic context in which the research for this thesis took place.



The Aims of the Thesis

The aims of this thesis are threefold:

1. The research underpinning this study aimed to move the inquiry of the export
marketing activities of SMEs from within the positivist paradigm, the dominant
paradigm in which research in this field has traditionally taken place, to the
naturalistic paradigm in an attempt to use an inductive, methodological
approach and to generate a more holistic understanding of the nature of firms

competing effectively internationally.

2, The author endeavoured to achieve a greater depth of understanding of the
underlying processes inherent in SMEs competing internationally by studying
the firms longitudinally from 1996 to 1999.

3. The aim was to take a fresh perspective in examining the behaviour of SMEs
competing internationally by drawing on a range of literature to seek
explanations as to the behaviours observed. Previously, explanations for the
success of SMEs in export markets have been sought traditionally in the
marketing mix paradigm rooted in exchange theory (Morgan & Hunt, 1994).
The specific objective was to develop a substantive theory to explain the nature

of firms that competed effectively on international markets.
The contributory value of this thesis is based on achievement of these three aims.

In the following sections of this chapter how each of these aims and objectives was

achieved will be 'explained and the context in which this study took place described.

Paradigmatic Stance

This study follows in the tradition of the naturalistic paradigm, and as such the research

study was of an exploratory and qualitative nature.

It is suggested that the epistemological stance taken required an inductive approach to

theory building. Such theories are perceived as being grounded in the data (Glaser &
2



Strauss, 1962; Corbin & Strauss, 1990; Glaser, 1992). Thus theory development was

based on an inductive process of discovery of the processes and behaviours observed.

Burrell & Morgan (197§) argued that it is convenient to conceptualise social science

research in terms of four sets of assumptions (p. 2-3):

. The ontological assumptions; whether reality is viewed as objective and
therefore external to an individual; or subjective, a product of an individual’s
mind.

. The epistemological assumptions; the grounds on which knowledge is founded.

. - The relationship between human nature and its environment; the extent to

which the research assumes a deterministic view or one of voluntarism.

. The methodological assumptions; the three previous assumptions will have
implications as to how knowledge is obtained and how issues are investigated.

If a researcher subscn'bes to the view that the world is a hard objective reality, there is

an assumption that the world exists indepéﬁdently of an individual’s éppreciaﬁon of it.
This means the researcher will, most likely, follow the tradition of the positivist
paradigm and be concemned primarily with the search for universal laws which explain
and govern the reality being observed. The object of analysis will be viewed as
responding in a mechanistic fashion to an external world viewed as a grand machine
(Lincoln, 1985) where the push-pull action of single action concept (p.34) determines
specified outcomes. Traditionally, therefore, positivist inquiry sought to isolate

variables and to manipulate them in a controlled environment (Gill & Johnson, 1997).

The methodological nature of such research is, therefore, ;nore likely to focus on the

identification and definition of elements, their relationships and observing their
| regularity ﬁsing quantitative research techniques. Argyris & Schoen (1996) pointed out
that this assumes a constancy of meaning (p.38) of these elements across not only

researchers but also the objects being studied.

It will be argued in Chapter 2 that this is very much the dominant paradigm from which
previous research in export marketing has been built. The research studies reviewed in
Chapter 2 are critiqued for being primarily concerned with uni-variable analysis and
preoccupied with isolating the key variables that determine success. Even the language
by which the body of literature is commonly known (determinants of export
performance) assumes a relationship by which SMEs will respond in a deterministic

manner with their external environment. Thus in Kuhn’s (1970) terminology, the



normal paradigm of previous research in the subject made the ontological assumption of

objective reality and followed the positivist paradigm.

This earlier research proved invaluable to the author in developing the depth of
pre-understanding (Gummesson, 2000) necessary to commence the research for this
study. The desire to find a new approach was more a recognition, based on the pre-
experience of the author, that the world had moved on. To better understand the nature
of firms competing on international markets, it was felt the research for this thesis had
to start from a recognition that the environment in which the firms operated was
complex and diverse, and the nature of a firm’s behaviour both idiosyncratic and
dynamic and not necessarily predictable. Such a peréeption is reflected in the slow but
emerging trend in recent literature in the field of SME marketing calling for a move
away from the strong predominance of a positivist approach to alternative
methodologiesi reflecting a more phemenological approach (Hill & McGowan, 1999;
Carson & Coviello, 1995).

Lincoln (1985), referring to the previous work of Schwartz & Ogilvy (1979), argued
that the world is now in an era of post-positivism, and that this paradigm shift has led to

the emergence of the naturalistic paradigm. In this paradigm, the world is viewed as
| pluralistié, interactive, and rather than the grand machine as expressed above, it is seen
as holographic (p.34). Schwartz & Ogilvy (1979) articulate this notion as being based
on the view that “everything is interconnected like a vast network of interference

patterns each part containing information about the whole ” (p.14).

The implication is that the naturalistic paradigm views the world as an indeterminate
universe (Lincoln, 1985, p.35) that is neither predictable, linear nor consisting of direct
cause-and-effect relationships. The term morphogenesis (p.35) is used to characterise
the new form in which the elements, whilst identifiable individually, do not necessarily

generate an understanding of the new form as a whole when assembled.

Inquiry in the naturalistic paradigm is, therefore, based on a number of axioms that
contrast sharply with the previous discussion of inquiry in the positivist tradition
(Guba, 1985). Perhaps most significantly, the ontological assumption is made that an
undérstanding of reality is relative to how the individual or group, creates and interprets

the world. The naturalistic paradigm recognises the importance of the subjective
4
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The objective of the first stage of the research was, 'principally, to inform the research
design and determine the boundaries of the research study. Data was collected from a
number of different sources: previous literature, group discussions and in-depth semi-
structured interviews amongst a sample of 25 SMEs, who were viewed as competing

effectively on international markets.

The objective was to generate an understanding of the management processes and
marketing practices in which SMEs competing effectively on international markets
engaged. The subsequent analysis of the data, generated a number of valuable insights
into the activities and opinions of SMEs that proved significant in planning and
developing the longitudinal research. For the second stage of the research, six firms
from the first stage interviews were selected to study longitudinally. The objective of
studying the firms longitudinally was to explore how these firms built their capability to
compete effectively over a period of time, and to seek explanations as to the nature of

firms that sustained competitive effectiveness on international markets.

An important aspect of the contributory value of this thesis is the dynamic nature of the
theory development made possible by studying the subject over a three-year period.
Studying the firms longitudinally was a central component in the research strategy of
this thesis, allowing the researcher to build an empathy with the research subject
through the personal contact built up over a period of time, and from which a rich

source of material was drawn.

From the Marketing Mix Paradigm to the Organisational Learning Paradigm

In Chapter 2, in reviewing previous research, it will be suggested that explanations for
the success of SMEs on international markets have been traditionally sought in the
marketing mix paradigm rooted in exchange theory (Morgan & Hunt, 1994). This meant
research focussed on explaining marketing transactions and exchanges rather than long
term competitiveness. Siu & Kirby (1998) suggested that the literature on marketing in
SMEs generally had primarily viewed marketing as being treated as a tactical issue and
so had confined explanations at this functional level. The validity of this paradigm
when examining the marketing in SMEs has been challenged in a number of research
studies (Brooksbank et al, 1992; Carson, 1995; ODonnell & Cummins, 1999). Some of

the criticism is based on the outcome orientation of the exchange paradigm, in which it
6



is argued that the concern for quality, customer retention and customer service was not
adequately incorporated. Styles & Ambler (1994) suggested this applied equally to
research in export marketing. They criticised previous studies for being too focussed on
the measurement of short-term outputs of export selling activities and signalled the need
to conceptualise export marketing from a wider perspective. This thesis draws from a
range of literature in seeking explanations for the behaviours observed of firms
competing internationally, but then places the thesis in the organisational learning
paradigm in its attempt to develop a substantive theory to explain the nature of firms

that compete effectively on international markets.

The following chapters of this thesis detail at some length the stages of the investigative

process and the intellectual journey taken by the author in travelling to this outcome.

In Chapter 2, the author examines the areas of literature in which explanations as to the
performance of SMEs on export markets have been sought traditionally. The area of
literature concerned with the conceptualisation and measurement of export performance
and the literature examining the key determinants of export performance are fully

explored.

The conceptualisation and measurement of export performance of SMEs has been the
cause of great debate in export marketing research literature. One of the major
problems being the absence of agreement amongst researchers as to a consistent
approach to measuring export performance (Cavusgil & Zou, 1994). Matthyssens &
Pauwels (1996) argued a consistent and valid approach with respect to export
performance measurement was of the utmost importance to the study of the export
marketing behaviour of SMEs. In many of the research studies reviewed in Chapter 2, a
variety of approaches are used, which is perhaps why Zou, Taylor & Osland (1998) saw
the theory building in the field of export marketing performance as an essential

requirement of future research.

The studies reviewed in Chapter 2 link export performance of SMEs to three broad
groups of variables: firm related variables (eg size of firm, product characteristics),
marketing strategy related variables (eg market research, promotion and distribution),

and firm competencies. One of the main conclusions by the author, consistent with

7



other reviews of this body of literature (Aaby & Slater, 1989; Styles & Ambler, 1994;
Leonidou, 1995; & Fraering, 1996), is that there is no such thing as a particular
overriding set of characteristics or factors which influence export performance, and that
it is important that any assekssment of the export performance of SMEs incorporated a

multi-dimensionality of factors.

Previous research is, therefore, criticised by the author for failing to take into account
the complexity of factors which impact on a firm’s perforfnance. It is suggested in
| Chapter 2 there has been a greater concern with the identification of individual variables
that determine success and the observation of their regularity than the development of a
more complete understanding. By focusing examination on the determinants of export
performance of SMEs, theory development as to the nature of these firms in the wider
strategic context of inteﬁlatibnal competitiveness has been under represented in the

literature.

However, the prior research was not, by any means, dismissed by the author and proved
valuable, firstly, in developing the pre-understanding needed to select the sample of
firms competing effectively on international markets, and secondly in developing an
understanding of the theoretical context of the findings of the initial interviews carried

out as part of the first stage of the research strategy.

The findings of thé initial interviews of 25 SMEs are fully explored in Chapter 4 of this.
thesis. The aim of these first interviews was not to test whether one practice or process
was more or less important than another, but to collect non-judgemental data on the -
relevant processes and practices that could be undertaken by the firm and to explore the
role of these activities in generating a competitive advantage on international markets.
Semi-structured interviews were used to gather information relating to the attitudes and
behaviour and opinions of respondents and to assess their opinions on a number of

issues.

Whilst the discussion was wide ranging, the author distilled underlying themes from the

analysis to be pursued longitudinally.
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orientation with strong core values which generated a clear strategic direction.
Furthermore, over a period of time the firms studied built a sustainable competitive
advantage in their international markets and maintained this even when faced with
hostile challenges. This chapter partially explains the basis for the firms’ success on
international markets and the processes they went through in developing this capability.
It does not explain, however, how they organised and structured activities in the
international markets, nor by what dynamics those firms were able to maintain their

success over time, hence the need to investigate these issues in later chapters.

In Chapter 7, the author draws from the field of relationship marketing to explain how
the firms in the study organised and structured international activities. It is suggested
that the network of relationships formed by firms competing effectively on international
markets played a critical role in developing their competitive advantage. The firms
sought, througﬁ their relationships, to acquifé knowledge from their ﬁlarkets and to
communicate with their markets. This played an important role in both forming and
informing their international strategies. The partnerships developed also played a
critical role in the implementation of the strategies. It was through the partnerships
formed that the firms added value to their product offering and were able to service

fully the needs of customers across their international markets.

Whilst the role of relationships was highly significant, it is argued in Chapter 7 that they
offered only a partial explanation, in that the relational paradigm does not fully explain
the enduring nature of the firms ability to compete internationally over a sustained

period.

In Chapter 8 it is suggested by the author that, in order to develop holistic theory of the
nature of SMEs that compete successfully on international markets, it is necessary to
draw upon the literature of organisational learning. It is through the dynamic process of
organisational learning that it is possible to fully understand the nature of the firms in
the sample studied and through which the findings of the study can be synthesised and
explained. It is also suggested that it is through the process of organisational learning
that both the effectiveness of a firm’s international strategy and the management of the

network of relationships can be fully understood.

10



Chapter 8 pulls together the themes of the research study, draws conclusions and seeks
to make a theoretical contribution to the understanding of the nature of firms that
effectively compete on international markets. It then goes on to assess the implications
of the findings for the policy debate as to how SMEs competing internationally should

be supported, and examines the implications for further research.

In summary, therefore, the structure of this thesis can be depicted as follows:

Figure 1: The Thesis Structure

Pre-understanding gained through previous research

4

Research methods used

v

Discussion of findings of initial interviews of 25 firms competing effectively on international
markets ’

v

An introduction to the six firms followed longitudinally

— ~

Strategy Development and The role of relationships in the
international competitiveness of international competitiveness of
SMEs - SMEs

\ /

Seeking explanations from the organisational learning paradigm and theory development of the
nature of SMEs competing effectively on international markets

However, as previously stated, the contribution of this thesis is within the specific

context in which it takes place. This context is explored in the following sections.
The Political and Economic Context of the Study

This thesis refers entirely to small and medium sized enterprises. The Department of
Trade and Industry defines a small firm as empldying between 0 and 49 employees and

a medium firm as employing between 50 and 249 employees (DTI, SME statistics for

11




the UK, 1999). This is the definition used in this thesis to define a SME. Thus the

findings of this thesis relate solely to firms of less than 250 employees.

According to DTI estimates there were 3,657,885 active businesses in the UK. In 1998
Small or medium sized businesses accounted for 56% of employment and 52% of GDP
(DTI Small and Medium Sized Enterprise (SME) Statistics for the UK, 1999). How
many small and mediums sized firms were involved in export activity was difficult tob
estimate as, surprisingly, there was no official data. The British Chamber of Commerce
Small Firm Survey (1997) suggested that 25% of small and medium sized firms export
occasionally and 38% frequently, but only 21% export over half of their turnover.
Oldfield (1997) researched the 100 fastest growing firms in the UK and concluded that
50% of these firms did not show evidence of any export activity. He also found that
le;ss than 15% of the firms achieved more that 50% of their turnover from exports.
Atherton & Sear (1997) in a three-year study investigating the regional competitiveness
in the North-Eastern region of the UK estimated that the percentage of SMEs that were

internationally active in this region was possibly only 2 to 3%.

Interest in developing export markets by SMEs does not appear to be as strong as in
other European countries. According to a survey by Grant Thornton (1997), the UK is
13" in terms of the proportion of SMEs that export. Only Swedish and Portuguese
SMEs were less likely to export. In the UK, exports, it seems, are dominated by large
firms. In 1998 the top 100 exporters generated £74 billion of exports (Financial Times,
October 1999).

The role and contribution of small and medium sized firms in the exports of an
economy has however received increasing attention in academic literature (Graham,
1999; Zou, Taylor & Osland, 1998). The interest reflected both a national government
concern with generating greater exports and the increasing focus on competitiveness on
international markets by SMEs themselves. Government policies, it seems, are geared -
to improving performance of SMEs on international markets, as a means by which they
can generate growth in their economies (Zou, Taylor & Osland, 1998). In the USA, a
trade deficit with Japan of $40 billion (1997) signalled the resurgence of political
interest. In Australia, where only 11% of small businesses export (Graham, 1999),

export markets were perceived as offering unlimited scope for SMEs to grow.

12



Austrade, the Australian government trade department responsible for international
trade identified the development of exporting by small businesses as a priority area for

support in encouraging growth in Australian SMEs.

This was also the case in the UK. In the 1995 Competitiveness White Paper, the UK
government set a target of achieving 30,000 new exporters in the UK by the year 2000.
Despite the best efforts of the author, it has not been possible to ascertain whether this
objective was achieved, or whether its success or otherwise was evaluated. Whether the
target was achieved or not, it did serve the purpose at the time of focusing attention on
the need for public policy initiatives to enhance the competitiveness of SMEs on
international markets. This was reaffirmed at the 1997 CBI conference, when the
incoming Prime Minister likewise prioritised the need for British firms to improve their
capabilities to compete effectively internationally and benchmark themselves against

the best in the world.

In June 1998, a comprehensive review of the arrangements for the support and
promotion of exports was instigated by the Foreign Secretary and the Board of Trade.
The review, conducted by a team of Department of Trade & Industry officials and
secondees from industry, interviewed over 400 people from industry and received over
170 written submissions. The Review of Export Promotion, published in February 1999,
made wide-ranging recommendations. Central to the recommendations was that any
future system of government support, “had as its prime objective assisting companies in
the devélopment of their ability to market their goods and services internationally, (p.5,
para 6)” (and that there should be) “a strong focus on the development of the

capabilities of small and medium sized enterprises” (p.9, para 26).

The review did not explain in what abilities companies required assistance, nor what
capabilities needed to be developed. However, the recognition of the need to refocus
the support provision to the development of in-company capabilities heralded a change
in the perspective taken by government agencies in how the exporting activity of SMEs
should be best encouraged. Previously, as the 1995 Competitiveness White Paper
articulated, priority had been placed on generating a number of new exporters and the
offering of services focussed on assisting firms in the export transaction process rather

than in building long-term competitiveness (The Review of Export Promotion).
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Crick and Czinkota (1995) in a comparative study of government support provision in
the UK and the USA found that, traditionally, in both countries the assistance offered
was perceived to be of little relevance by SME exporters. These authors studied the
factors associated with the effective use of export assistance and found no significant
relationship between the use of government support services and export performance.
Atherton & Sear (1997) confirmed this in their study in the north-east of England and
commented that government assistance was not perceived as being effective in
encouraging firms to begin internationalising their activities. This perhaps explains
why as few as three to five percent of businesses in the region used the government-
funded support network. Carrier (1997), in a study of the training and development
needs of SMEs with export potential, suggested there was a mismatch between SME
expectations and the actual delivery of services, as well as weaknesses in the

appropriateness and accessibility of the provision of services.

In a study in .the exporting activities of 224 SMEs in the South Yorkshire region,
(Doole, Stokell & Lowe, 1996) it was suggested that the shortcomings of the support
provision centred on three issues. Firstly, government support networks in their design
of support services had a tendency to focus on helping less experienced exporters
complete an initial export transaction rather than developing a long-term plan of support
to help the firm develop internationally. Secondly, that the providers of export support
services focussed on the selling of available services rather than meeting the particular
‘needs of the SME. Thirdly, there seemed to be a lack of understanding of the
capabilities SMEs needed within the firm to compete effectively on international

markets.

An objective of the Doole,‘ Stokell & Lowe (1996) study was to inform the policy
debate on support for SMEs within the South Yorkshire region. The sample frame of
758 SME exporters with employees of less than 250 employees was drawn from the
databases of local Training and Enterprise Councils and Business Links. A total of 224
useable questionnaires were returned which consisted of firms from a range of local
industries in the size range of 10-250 employees. It was the findings of this study that
led the author to the belief that, if the government assisted support agencies were to

develop public policy initiatives and design support services that positively encouraged
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export activity in the region, there was a need to better understand the export marketing
activities practised by SMEs that competed effectively on international markets. From
this understanding of good practice the implications for public policy could then be

drawn.

A conclusion of the study was that a clearer understanding of the nature of firms that
effectively competed on international markets would positively inform the policy debate
in the South Yorkshire region. It was from discussions arising out of these issues that
the ideas leading to the research proposal for this thesis were generated. Support
provision for SMEs developing internationally is not the subject of this thesis.
However, it is the hope of the author that a contributory value of this thesis is that it
challenges assumptions as to how successful SMEs compete on international markets,
and so informs the debate as to how best to develop a firm’s potential to compete
effectively on international markets. The need to challenge the traditional approaches to
supporting SMEs developing internationally has been signalled by other authors.
Sparrow (1999) reflecting on the SME support needs in the UK observed the movement

“towards a higher quality, more client-oriented approach in business support” (p.121).

He suggested such a movement raised challenges for support providers and signalled
the need for a move away from the emphasis on quantitative studies to the use of more

sophisticated qualitative research studies to inform business support initiatives.
The Regional Context of the Study

The locale of this thesis is in the specific context of the South Yorkshire region of the
UK.

This region has a long tradition of heavy industry, including steel making, metal
working and heavy engineering. However, in the period 1981-1995, South Yorkshire
suffered a severe economic decline. Employment in the manufacturing and engineering
sector dropped by nearly 50% from its 1979 levels of 89,688 to 45,908 in 1995 (Census
of Employment 1996). GDP per head slumped from being 94% of the European Union |
average to 73% in 1995 (Burostat, 1998).
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Furthermore, due to the traditional reliance upon large employers in heavy industry,
there was no strong entrepreneurial culture and no strong political will to encourage
SMEs to compete internationally (Price Waterhouse Cooper, 1998). Consistent with the
national government agenda discussed previously, there was a growing con;s;énsus
across support agencies locally, that encouraging firms to expand internationally was
one route forward in the economic regeneration of the region. The TEC Regional
Employer Survey 1998 found, however, only 14% of SME manufacturers in South

Yorkshire exported, giving a clear indication of the enormity of the task.

A conclusion of Doole, Stokell & Lowe (1996) was that many of the respondent firms
regarded exporting as an add on activity and so withdrew from intemational markets
~when orders in the home market improved or conditions on international markets
became unfavourable. By contrast, a small but significant minority succeeded on
international markets and showed a strong commitment to further expansion in their
international activities. Thus, the findings suggested there was little recognition by a
number of SMEs of the potential growth through international opportunities. This was
again evidenced by Grimes (1998) in a study of the exporting activity of 600 SMEs in
the Yorkshire and Humber region. This study found that 13% of the respondent firms
- had’ withdrawn from export activity in the period 1996-1998 due to the strong

appreciation of sterling in that period.

The author was interested in studying the minority of firms that were successful on
international markets, in order to develop insights into the nature of those firms and so
better understand the capabilities that should be engendered in firms aspiring to
international competitiveness. The need for such a study within the South Yorkshire
Region was recognised amongst support providers themselves, particularly Rotherham
Chamber of Commerce and Training & Enterprise and Sheffield Training & Enterprise
Council. As a result of this interest, the fieldwork for this study was financially
supported by the Department of Trade & Industry for Yorkshire & the Humber (now
’ renamed Trade Partners UK, May 2000).
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Declaration of Independence

The research undertaken for this PhD constitutes a part of a major.research project
instigated, developed and managed by the author in her role as ‘Research and

Consultancy Leader within the Enterprise Centre of Sheffield Hallam University.

In early 1996 the author first developed the research proposal to study the international
marketing activities of firms that effectively competed on international markets. It was
suggested, in this proposal, that having identified the practices and processes of such
firms, a comparative study could be carried out of less successful firms to identify the
gaps in good practice. After successfully securing the necessary funding, the study
commenced in 1996. In September 1996, a researcher was appointed to the research

team for the purpose of carrying out the comparative study.

The research plan and the semi-structured questionnaire used for the initial interviews
were the design of this author. The collection of the data from the initial sample of 25
firms was carried out by both members of the research team and supported by a third
researcher. The analysis of the data and all writing up of the data of the findings from
the initial interviews of the 25 firms, with respect to both the requirements of the

funding body and this thesis, has been entirely the work of this author.

Subsequent to the completion of the initial interviews, the research instrument was
further developed by the research team to formulate a more structured questionnaire for
the comparative study of another 75 firms. The final analysis incorporated some data
from the initial sample of 25 SMEs for comparative purposes. The comparative study,
and the subsequent long-term developments from the successful completion of the
comparative study, fall outside the boundary of this thesis and have not been used in

any way.

To meet the requirements of the funding body, a joint report was submitted to the DTI
for Yorkshire & The Humber (Doole & Hair, 1997). This report described the initial
findings of both the interviews of the 25 firms and the comparative study and is

available for inspection.
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As stated earlier in the chapter, the research interest of the author was in developing
insights into the nature of the firms that effectively competed on international markets
over a sustained period of time. This strand of the research project has been pursued
independently by the author. The chapters of this thesis delé\Cribe in some detail the
research journey travelled by the author and are entirely her own work and constitute an

independent contribution to the body of knowledge.

Summary & Conclusions

In this first chapter the aim was to establish the contributory value of this thesis and to
reflect on the paradigmatic stance taken by the author. The paradigmatic stance impacts
on the methodological approach taken. This has been discussed, and the research

process undertaken in this thesis briefly outlined.

The author perceives this thesis very much as the story of the intellectual journey
travelled by her in the course of the extensive reading, researching and writing that has
gone into its completion. In this chapter, the key components of that story were

explained and the structure of the thesis described.

The reader was then introduced to the political and economic context in which the
research for this thesis took place. The reasons for the author’s interest in the topic are

explained and the rationale for the choice of the research subject discussed.

The aim of this thesis is to make a contribution to the body of knowledge seeking
explanations as to why some SMEs effectively compete on international markets and to
gain insights into the nature of these firms. The hope is that this thesis will inform

debate on how SMEs trying to develop internationally should be best supported.
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Chapter 2: A Review of Previous Research

Introduction

The objective of this chapter is to explore the theoretical corpus on which this thesis
builds. Whilst the aim of this thesis is to carry out an holistic and exploratory research
study, it was necessary, nevertheless, to explore the previous research that has
contributed to the understanding of the factors affecting the performance of SMEs
competing on international markets. The studies reviewed in this chapter deal entirely

with the treatment of this subject within the SME population.

‘The major dilemma facing the author in reviewing this literature was that within this
theoretical corpus, SME activities on international markets have been studied within the
traditions of export marketing. This means that, rather than examining performance in
terms of international competitiveness, the term export performance was used to denote
performance on international markets. In research studies of the factors affecting
international competitiveness the term determinants of export performance has been
commonly used. The term determinants implies a focus on causal linkages between
particular identifiable variables and export performance. This, of course, suggests an
almost, “positivist view of research, that is, the process is directed towards the
development of testable hypotheses and theory which are generalisable across settings”

(Eisenhardt, 1989, p. 546).

This was perceived as a shortcoming by the author as it assumed a linear, and somewhat
structured, cause and effect process. This notion ran contrary to the tradition of
naturalistic inquiry, the dominant paradigm within which the research for this thesis
fallvs. The aim of this thesis was to generate insights into the nature of firms competing
effectively on international markets, by examining the subject from a fresh perspective.
Nevertheless, the author saw the previous research as an important body of knowledge
to review within the context of this thesis and valuable in establishing a view as to how

the research for this thesis could contribute to the body of knowledge.

This chapter is structured in two parts. In Part 1, the previous research relating to the

measurement of SME export performance is explored. In Part 2, the literature
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contributing to the understanding of the determinants of export performance in SMEs is

reviewed.
Part 1: Measuring Export Performance -

The relevance of the knowledge generated from the review of this body of literature was
in the development of a pre-understanding of the research subject to inform the design
of the research study. The research methods used are fully éxplained in Chapter 3. In
setting out on the research process, the author was presented with a number of questions
to be resolved. Firstly, there was a conceptual issue of what did previous researchers
mean by export performance?; secondly, how was successful performance evaluated?;
and thirdly, what indicators were used to measure export performance? Each of these

issues will now be examined.
The Conceptualisation of Export Performance

The conceptualisation and operationalisation of the measurement of export performance
is an integral part of export-marketing literature and has received considerable attention,
particularly in relation to the factors affecting export performance in SMEs. However,
as will be discussed in the second part of this chapter, the evidence of the determinants
of export performance in SMEs is often contradictory and has not resulted in a clear |

understanding of the factors affecting export performance.

Diamantopoulos (1998), in introducing a review of the subject, suggested that the poor
~ conceptualisation of export performance seemed to be one of the reasons why many of
the research studies examining the determinants of export performance formulated
contradictory recommendations, and arrived at differing conclusions as to what the
critical success factors were. This echoed the views of Cavusgil & Zou (1994) who
argued that advances in theory development in this area required a more integrated
approach to the conceptualisation and measurement of export performance constructs.
Matthyssens & Pauwels (1996), in their comprehensive review comparing and
evaluating approaches to measuring export performance in SMEs, also suggested that
theory building in the field of export marketing required “reliable, valid and consistent

measurement of export performance” (p.109) if researchers were to achieve consistency
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in their attempts to identify critical success factors in export marketing. Matthyssens &
Pauwels (1996), also observed that “the measurement of export performance is one of

the thorniest, yet most fascinating, issues in export marketing research” (p.108).

However, the assumption by all these authors was that there was consensus as to what
was mearit by export performance. Yet very few authors defined export performance.
Shoham & Albaum (1994) were a notable excépﬁon. They argued that it was important
to define export performance in order to decide by what criteria it should be measured,
as well as to assess its relationship with other constructs, such as marketing strategies,
“since a conceptual definition should guide measurement, export pefformance should be
defined in a way that will make resulting measures applicable to most firms by allowing

multiple performance outcomes” (p.226).

They defined export performance as “the composite outcomes of the export sales of the

exporting company.”

Whilst this definition is helpful, in that it is an attempt to define export performance, it
does illustrate the sales oriented view of SME activities on international markets taken
by the research studies reviewed. It also puts the evaluation of export performance
firmly in the exchange paradigm by focussing on the export sale itself, rather than the

long-term performance of an SME competing on international markets.

Such a view can be seen in the UK in the Queen’s Award to Industry for Export. This
awarding body uses six criteria to evaluate performance and identify successful

exporters:

. substantive and sustained increase in exports over three years;

. substantial increase in the ratio of exports to turnover;

. percentage of exports to total turnover consistently higher than the industry
average; '

. spectacular increase over a shorter period and greatest value of export sales by a

company in a given year.
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Thus, they too focussed primarily on the use of sales criteria to judge success rather
than strategic and competitive dimensions. The criteria used to assess the award paid
little attention to the long-term objectives of the firms competing on international

markets.

Thach & Axinn (1994) in a study in the USA linked the export performance of SME
manufacturers to marketing variables. They suggested that export performance was
only explicable within the context of any given study. Thus, whilst a large number of
studies examined the issue of export performance measurement, the lack of consistency
of the findings was they suggested, because export performance could only be
understood within the context of any given study. The lack of agreement as to how
performance should be evaluated and what factors or criteria should be measured
significantly impacted on how- explanations of SME performance on export markets
were sought. In the following sections, previous research examining how export
performance should be evaluated will be explored before examining the criteria and

factors used by previous researchers to measure export performance.

How Should Export Performance be Evaluated?

In examining the literature as to how export performance should be evaluated, the
debate primarily centred around two key issues. Firstly, whether performance of the
firm should be evaluated overall or whether the performance of individual export
ventures should be evaluated. Secondly, whether an objective or a subjective view of

export performance was the more valid.
Firm or Venture Level

One of the prime areas of contradiction and éonfusion in evaluating expdrt performance
in SME:s is the lack of agreement as to the strategic level at which performance should
be evaluated. Should performance be evaluated at the level of the firm or should the
performance of each individual export venture be measured? Of the large number of
studies identified in Table 2.1, the majority focused on the firm level in evaluating
export performance, suggesting this had been the prevailing view traditionally.

However, eight of the studies evaluated performance at the venture level, (Fraser &
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Hite, 1990; Saimee & Roth, 1992; Cavusgil & Zou, 1994; Zwart & Bijmolt, 1993;
Evangelista, 1994; Katsikeas, Piercy & Ioannidis, 1996; Angalmar & Pras, 1984;
Diamontopoulos & Schlegmilch, 1994; Zou, Taylor & Osland, 1998 and Styles, 1998).

Cavusgil & Zou (1994) studied the link between export performance and the export
marketing strategy of 202 export ventures in 79 SMEs in the USA. They proposed that
it was only by studying performance at a venture level that direct causal links could be
established. These authors, as did Johne & Snelson (1988) and Hart & Craig (1993),
proposed that interest in export performance at the level of the firm was purely
academic, and that practitioners preferred to focus on méasures associated with the

success or failure of individual projects.

Thus, successful export performance in any venture was defined by Cavusgil & Zou
(1994) as, “the accomplishment of strategic as well as.economic objectives with respect
to exporting .a product into a foreign market” (p.2). Zou, Taylor & Osland (1998)
developed the work of Cavusgil & Zou and refined and developed the export
performance construct proposed by the original study. In a cross-cultural study of
SME:s in the US and Japan, they evaluated performance at the venture level on the basis’
that, “this overcomes the potential difficulties in an attempt to measure firm level export

performance” (p.41); However, they did not expand on what those difficulties were.

It seems the main argument for evaluating performance at the venture level rests on the
notion that a firm initiates an export marketing venture with a number of objectives
which can be economic (ie profits, sales or costs) and / or strategic (ie market
expansion, competitive response, gaining a foothold in a foreign market or increasing
awareness of the product or firm). The extent to which the objectives of a venture are
achieved is, therefore, a gauge of the level of performance in the export venture. As the
objectives can be clearly defined, it is easier to measure success against specific criteria

within a given time period. -

Success at the firm level is a much more multifaceted phenomenon. Cavusgil & Zou
(1994) argued that SMEs find the concept of organisational performance hard to
comprehend and therefore, measure with any clarity. They proposed that at the firm

level, the potential determinants of success were difficult to identify as the performance
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of a firm in export markets may be due to anyone of a range of inter-related factors.
Thus, in practice, they claimed SMEs evaluated performance in terms of each individual
export venture. However, they did not provide substantive evidence to support this

notion or examine how firms evaluated performance over time.

Styles (1998) evaluated the éxport performance of SMEs in the UK and Australia in an

attempt to develop a construct which was robust across different cultures. He suggested |
that, in deciding how to evaluate performance in firms, the researcher had to ensure that
the construct used considered three dimensions: the effectiveness of an SME's
marketing strategy, the efficiency of the programme relative to the resources used; and

adaptability of the SME to the changes in the environment (p.14).

Thus, Styles (1998) agreed with Cavusgil & Zou (1994) that the evaluation of an SMEs
export pérformance at the venture level could measure the effectiveness and efficiency
of a particular programme. However, it was suggested by Styles that to evaluate
effectiveness over time it was necessary to conceptualise export performance at the firm
level. Thus, performance of export ventures should be examined in the context of its

contribution to the success of the firm over time.

The time dimension is an important one in this thesis. The aim of the author was to
seek an understanding of SMEs that compete effectively on international markets over
the longer term. The success or failure of an individual venture was of less importance

than how that venture contributed to the longer term performance of a firm.

The contribution of individual ventures to a firm’s overall performance may well be
dependent on whether an objective or a subjective view is taken in evaluatirig ,
performance. The implications of this debate to the study will be explored in the next

section.
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Subjective v Objective Views of Export Performance

Matthyssens & Pauwels (1996), in referring to the work of Piest (1988), argued that, in
order to conceptualise export performance, the frame of reference (p.98) in which
export performance was being evaluated needed to bé'set out. The majority of the
studies examined in Table 2.1 conceptualised export performance within an objective
frame of reference (Matthyssens & Pauwels, 1996) and evaluated export performance
by the use of financial indicators or strategic outcomes, such as market share or

export/sales ratio as opposed to more subjective measures using attitudinal indicators.

This raises an interesting epistemological issue in that there is an assumption made that
by evaluating performance using objective measures the researcher avoids the use of
subjective reference points and so avoids bias in evaluating performance. According to
Matthyssens & Pauwels (1996), using objective measures, enabled greater consistency
of measurement to be achieved across a sample. However, this assumed it was possible
to access information which may not be readily available. Market share is a critical
objective measure in domestic marketing but is much more difficult to define and
measure in export markets, especially when applied to an SME that may be competing
across a number of fragmented markets. Furthermore, subjectivity is still present as the
researcher will need to decide the cut-off point between what level denotes success and
what level is regarded as failure. This perhaps suggests the need to recognise the

existence of the subjective perspective in evaluating export performance.

Katsikeas, Deng & Wortzel (1997) studied the critical success factors of export
performance in a sample of 1,000_ SME manufacturing firms in Canadé. They
suggested that underlying the objective frame of reference in evaluatihg export
performance was the assumption that managers were in control of the process of
strategy formulation and implementation. In export markets firms are faced with a
whole array of extraneous factors over which they have little or no control. In such
cases the SME may evaluate the performance of the firm in the context of the
challenges faced in the international marketing environment. In the evaluation of export
performance, therefore, the firm’s perceptions of success may be more relevant than
pure objective measures. Thus, in referring to the three dimensions articulated by Styles

(1998), objective measures may be capable of capturing the efficiency of a firm’s
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operations but perhaps less able to capture the effectiveness of a firm’s export

performance.

Madsen (1998) argued that the evaluation of export performance by researchers should
reflect the theory-in-use (p.81) by the owner or manager of the SME. In a study of 134
SMEs in Denmark, Madsen explored how firms themselves evaluated performance; He
found that, whilst firms wanted to use objective and absolute measures, the respondents
found them insufficient in themselves, and so combined such measures with subjective
criteria, such as contribution to the firm's strategic position, new relationships formed in
a given time and development of product development skills. Madsen confirmed the
work of Katsikeas, Deng & Wortzel (1997) and suggested that SMEs had a relative
rather than an absolute perception of export performance evaluation. SMEs evaluated
export performance relative to other measures by using benchmarks against which
performance on export markets was evaluated. Benchmarks such as previous time
periods, a manager’s implicit or explicit goals, performance in the domestic market, or a

particular competitor in export markets were most common.

This was in keeping with the profile of firm-level SME export performance literature
from 1978 to 1991, built by Chetty & Hamilton (1993). They defined successful
~exporters as, “those with a ratio of exports to total sales greater than or close to the
industry average” (p.13) on the basis that firms evaluated performance relative to their
close competitors. However, this presupposed the firm closely identified with its
industrial sector and used performance criteria within the industry as its benchmark. As
discussed earlier, this may not necessarily be the case, nor indeed possible.
Matthyssens & Pauwels (1996) in their review did question such strategies. Firstly a
firm often did not necessarily know the direct competitors in any given export market
and was therefore unable to obtain information as to their performance in that market.
Secondly, in comparing performance to either the domestic market or the strategic goals
of a firm, performance was evaluated using a manager’s assessment, and, therefore
implicitly accepting the manager’s definition of success or failure was, essentially, a

valid one.

This was an important issue within this thesis. As explained in Chapter 1, the research

inquiry for this thesis followed the traditions of the naturalistic paradigm. As such, the
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research was be based on the ontological assumption that reality was relative to how the
individual created and interpreted the world (Guba, 1985). The naturalistic paradigm
therefore, recognises the importance of the subjective experiences of individuals in

creating that world.

Thus, the assumption was made that any individual construction is that individual’s
attempt to make sense of reality and that this sense was dependent on the information
available. As this changes, so can the construction change. This, as was discussed in
Chapter 1, inherently suggests, therefore, that the posture of pure objectivity was
difficult to achieve in reality and that the posture of perspective (Schwartz & Ogilvy,
1979, p.16) was more appropriate in that it accepted that phenomena should be viewed

from a multiplicity of perspectives.

This is consistent with the ideas behind the theory-in-use as expressed by Madsen
(1998), in that this approach recognised the contribution of the managers and owners of
the SMEs themselves in the understanding of how best to conceptualise export

performance.

In conceptualising the performance of SMEs on international markets, it is suggested by
this author that it is important to incorporate differing perspectives, subjective as well as
objective. It was seen as important in selecting the sample for this study, that the
multidimensionality and complexity of a firm’s performance on international markets
over a period of time was reflected. Thus to achieve an insightful understanding of the
nature of SMEs that compete effectively it was thought necessary to recognise the

relevance of the subjective assessments made by the SMEs themselves.

What Indicators Should be Used to Evaluate Performance

In previous research studies, a variety of indicators was used to measure export
performance. Broadly speaking, these can be divided into three different types:

financial, strategic, and the use of attitudinal measures. An illustration of the studies

using the different types of measures is illustrated in Table 2.1.
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As can be seen from this table, a key performance indicator used in a large number of
studies was sustained profitability. The question arises as to whether sustained
profitability was too broad an indicator to be directly attributed to export performance.
A number of the studies listed did use indicators that could be directly attributed to the
export performance. Factors such as evolution of the export/sales ratio, return on

investment, export profits and operating profit ratios were commonly used.

Financial indicators were traditionally viewed to have the capacity to measure
performance using consistent indicators which could be readily identified, measured and
compared against other time periods as well as other benchmarks. This is, perhaps,
why, in a review of methods used by firms to evaluate performance, Eccles (1991)
suggested that financial measures were commonly used as they were viewed by firms as
being a valid base, not only for future decision making, but also, for comparative

analysis.

In a seminal review of the SME export performance literature between 1971-1988,
Aaby & Slater (1989) concluded that the use of financial indicators to measure export
performance in SMEs had been the most prevalent type of indicators used in research
studies in that period. Eccles (1991) signalled that whilst this was a characteristic of
studies in the previous decade, in the 1990s there would be a shift away from treating
financial figures as the foundation for performance measurement to treating them as one
among many of a broader set of indicators. This was confirmed in the review of
Matthyssens & Pauwels (1996) who identified a trend in the»research studies in the
period 1990-1995 to the use of non-financial indicators.

In the more recent studies, strategic indicators have been used in the evaluation of
export performance in SMEs. The achievement of strategic goals, improved
competitiveness, (Bijmolt & Zwart, 1994; Katsikeas, Piercy & Ioannidis, 1996;
Cavusgil & Zou, 1994; Styles, 1998), increased market share and export sales growth,
(Zou, Taylor & Osland, 1998 and Madsen, 1989, 1998), Were examples of the range of
measures used to evaluate performance. Recent studies also incorporated a range of
attitudinal indicators. These measures included perceptions of success, for instance:
expectations of the management and how they were met (Samiee & Roth, 1992;

Madsen, 1998); or indirect measures, such as a change in attitude to towards exporting
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(Styles, 1998); or overcoming perceived barriers to growth on international markets

(Diamontopoulos & Schlegmilch, 1994).

Thus, there was evidence of a shift away from the use of objective measures and the
sole use of financial indicators; to the use of a more subjective frame of reference and

the use of a range of strategic and attitudinal indicators.
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Another significant shift has been the move away from the use of simplistic singular
indicators to evaluate performance, to the development of composite frameworks which
encapsulate export performance in SMEs as a multifacéted phenomenon. Aaby &
Slater (1989); Hart & Craig (1993) and Matthyssens & Pauwels (1996) criticised earlier
studies for using single indicators in evaluating performance. These authors argued that
using a combination of financial measures and strategic indicators enabled the
researcher to evaluate more easily the drivers for future performance and so using

composite measures was more valid than using single indicators.

Cavusgil & Zou (1994) combined financial and strategic indicators in the development
of their export performance construct. This enabled the researchers to take into account
less tangible indicators and provided a more composite picture of a firm’s performance.
This construct has been further refined and developed by Styles (1998) and Zou, Taylor
& Osland (1998).

A variety of other alternatives have been proposed. The use of performance scales was
suggested by Evangelista (1994). Hart & Craig (1993) suggested a points system be
used, whereas Cavusgil & Kirpalani (1993) used a self-classification, based on the
respondent’s judgement. However, concern was expressed by some researchers that,
whilst composite measures captured the mulﬁ-dimensionality of performance, they
masked the individual dimensions of the various indicators used. ‘To overcome such
difficulties, some researchers considered a number of performance dimensions, but did
so independently (Kaynak & Kuan, 1993 and Lee & Yang, 1991). Doing this, it was
argued, they captured the multi-dimensionality of export performance without masking

the relationships across the indicators.

However, whatever the indicators used, the researcher, in evaluating performance, had
to make a judgement ultimately as to what constituted successful export performance.
That judgement was invariably an outcome of how export performance itself was
defined and conceptualised within the context of the research study being described.
Such issues faced the author of this thesis in the selection of the sample of firms to be
studied. The process by which such decisions were made is fully discussed in

Chapter 3.
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A Summary of the Measurement of Export Performance

In measuring export performance, researchers have been wrestling with such issues as
to how to define and conceptualise export performance, whether performance should be
measured at the firm or venture level, whether a subjective or objective frame of
reference was most appropriate and what indicators should be used. The author
suggests that the sales oriented view of earlier studies in export performance placed this
area of literature within the exchange paradigm, focussing the study of export

performance within the context of the sales transaction.

However, there does seem to have been an apparent move, in the decade since 1990,
“toward a recognition that the conceptualisation of export performance in SMEs needs to
reflect the multi-dimensionality of firms on international markets. Furthermore, in
evaluating performance, researchers need to incorporate a composite of measures, both
objective and subjective, that are capable of evaluating the performance of a firm over a

period of time.

The literature reviewed so far was used by the author to develop the knowledge and pre
understanding of the issues to be resolved in the development of the research design to
study firms competing internationally and select a sample of firms to study. The

resultant research methods will be detailed and discussed in Chapter 3.

It is interesting to note that two important contributions to this field of literature, made
in 1998, illustrated that the shortcomings in previous literature already identified by the

author also recelved attention from other authors.

Firstly, the contribution by Styles (1998) previously mentioned, who suggested that any
conceptualisation of export performance should incorporate three dimensions; the
effectiveness of a SMEs marketing strategy; the efficiency of outcomes achieved and
adaptability of the SME to respond to changes in the international environment. This
takes a much wider strategic view of export performance, incorporating the
competitiveness dimension and the responsiveness of the firms to its international

marketing environment over a period of time, and is more consistent with the pre-
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understanding of the author and her views as to how the study of the nature of firms

competing internationally should be approached.

Secondly; the contribution by Shoham (1998) who, building on the work of Shoham &
Albaum (1994), explored the conceptualisation of export performance by an empirical
examination of data from 93 Israeli exporters. In this study he proposed that any
conceptual definition of export performance should address each of the two parts:
export and performance (p.60). Whereas in Shoham & Albaum (1994) exports were
defined in terms of sales, in the study carried out in 1998, Shoham defined export
conceptually as "the international marketing-related decisions and activities of

internationally active firms” (p.60).

This took a much more strategic perspective and incorporated the notion of international

competitiveness within the context of the SME.

“This signifies a definite shift in the perspective being taken in the study of SME
activities on international markets and their competitive performance and is totally
consistent with the approach taken in the research to be discussed in the subsequent
chapfers of this thesis. The author believes, therefore, the contribution made by this

thesis will complement and build on this apparent trend.

In this section the discussion has been solely concerned with the examination of how
the measurement of export performance has been tackled by previous research studies.
The second, and related area it is necessary to examine in this chapter is that relating to

the identification of the factors that determine performance on export markets.
Part 2: The Determinants of Export Performance

As was discussed in Chapter 1, the notion of determinants is contrary to the traditions of
the naturalistic inquiry paradigm within which the research study for this thesis falls.
The term determinants implies a focus on causal linkages between apriori variables and
export performance, which conflicts with the process of analytical induction and

inductive theory building.
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Nevertheless, this body of literature made an important contribution to the pre-
understanding of the author in that the literature focused solely on the SME, the
research context for this thesis. The review of this literature also contributed to the

understanding necessary to develop the research instrument for the initial interviews.

Towards a Consolidation of Existing Empirical Research

Many studies have researched the determinants of export performance in SMEs in the
last thirty years. Unfortunately, as in the literature on the measurement of eXport
performance, much of this was fragmented. Aaby & Slater (1989) recognised the need
to consolidate existing empirical export research and carried out a comprehensive
review in order to clarify the findings of export research to help focus future research
efforts. From a descriptive analysis of 55 export research studies carried out on SMEs
in the period 1978-1988 these authors proposed, The Strategic Export Model (Aaby &
Slater, 1989, p.7) as depicted in Figure 2.

Figure 2: A General Model for Assessing Export Performance and Variables

| Environment J

External Influences \

Competences l Performance

¢ Technology * Propensity to export

¢ Export market knowledge « Export sales

* Planning « Export problems
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¢ Quality ¢ Perception towards export

* Communication ¢ Export growth intensity

Barriers to export

Strategy

Internal Influences »  Market selection

¢ Use of intermediaries

: »  Product devel t
Firm Characteristics R fochict developmen

Promotion
* Firmsize * Pricing
* Management commitment * Staffing

e Management perception towards:
* Financial incentives
* Competition
» Market potential
* Distribution, delivery and service
~ * Government incentives
* Risk
* Profit

Source : Aaby & Slater (1989)
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The value of the Aaby & Slater review is its identification of the large number of
individual factors determining performance and the categorisation of the factors internal
to the SME. The authors identified three categories of variables: ‘a firm’s
characteristics, a firm’s competencies and export-marketing strategy variables as
determining export performance; the external environment was treated as a given
constraint. Aaby & Slater suggested that it was the characteristics and competencies of
a firm which influenced the export marketing strategy which directly impacted on

performance.

However, in claésifying variables into these three categories, Aaby & Slater did not
offer any rationale for the allocation of them into their specific categories. It could be
argued, for instance, that the competencies of quality and communication are marketing
strategy variables, as opposed to competencies. Likewise, the division of firm
characteristics contained a wide range of factors that did not seem to have much in

common; for instance, firm size and attitude to export.

Furthermore, the relative importance of the variables is unclear. Aaby & Slater drew a
number of general conclusions, but offered no clear direction as to the importance of the

different individual variables or their relationship to the other variables identified.

Bijmolt & Zwart (1994), in refining the model, argued that it was important to examine
how the variables were inter-related. They suggested a primary distinction had to be
made between variables that were starting points for a firm developing exports, and
variables that were used by an SME to stimulate its export activity. Bijmolt & Zwart
(1994) suggested that, whilst a firm's characteristics influenced the exporting policy, it
was the management’s ability to develop export marketing plans, their attitude to export
and the organisational structure of the firm which directly impacted on a firm’s export
performance. The most important variable, they suggested, was export-marketing |
policy which was influenced by three latent variables: organisational structure, attitude

of managers to export, and an export marketing planning factor.

However, the Aaby & Slater model has to be an important starting point for any
literature review in this area. The research studies carried out since 1989 make constant

reference to the Aaby & Slater review, to such an extent that it can be seen as the basis
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from which the body of knowledge, relating to the determinants of export performance,

was developed.

Since 1989, two lines of research were of particular interest to this stﬁdy; the body of
research examining the particular variables and their importance in determining export
performance and the body of research that refined and developed the conceptualisation

of the determinants of export performance. Each of these areas will now be explored.
Variables Influencing Export Performance

There is little dispute as to the relevance of the variables identified in the Aaby & Slater
review. In the literature, however, there are a number of differing opinions as to the
- relative importance of the individual variables. The studies have been classified

~ according to the categories identified by the Aaby & Slater review.

Firm Characteristics

Within the category of firm characteristics, a number of variables received particular
attention. Dichtl et al, 1990); Shoham & Albaum, (1994) all argued that a key variable

determining export performance was the size of a firm.

One of the reasons the activities of SMEs on international markets are seen to deserve
special attention is the challenges SMEs with limited resources face competing on
international markets. Perhaps it is unsurprising, then, to find that research studies
established a link between the size of a firm and export performance. However, a

number of research studies have questioned that such a direct link exists.

Bonaccorsi (1992), in an analysis of data from five national studies of small exporters in
Italy, questioned the assumption that there was a direct relationship between‘a firm’s
resources, export behaviour and performance. He argued that this was misleading on
the basis that firms with the same amount and quality of resources may well choose
different export strategies and thus strategy must be a mediating variable in the

relationship between a firm’s resources and export behaviour, not the size of the firm.
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Katsikeas (1994), in a study of 57 indigenous Greek SME manufacturers, confirmed
this view. Larger firms achieved a better competitive position than smaller firms when
they had a greater marketing capability and product superiority. Katsikeas, Deng &
Wortzel (1997) further developed this theme in a different national context in their
study of SME exporters in Canada. In this study they found that the level of export
involvement of the firm and the type of product marketed were more important in
respondents’ perceptions of factors contributing to export success than was the size of
the firm. Thus, it seems whilst firm size may be an obvious explanatory factor in export
success in some firms it was not necessarily viewed as a determinant of export

performance.

Samiee, Walters & Du Bois (1993) carried out a study assess'ing the attitudes of a
sample of 224 SME manufacturer exporters in the USA. In this they identified a
number of management characteristics important in determining export peffonnance of
SMEs such as: the need for achievement, risk-taking propensity, independence,

creativity and innovative behaviour.

However whilst a large body of literature found a positive relationship between
marnagerial attitudes and exporting behaviour, (Sullivan & Bauerschmidt, 1990;
Holzmuller & Stottinger, 1996; Styles & Ambler, 1994) other studies found little or no
relationship. For instance, Eshghi (1992), in a study of over 500 small firms in the
USA, questioned the positive link between top management attitudes towards exporting
and actual exporting behaviour. He argued that the link had been so widely assumed
that negative findings were regarded as anomalies or dismissed as unsound on
methodological grounds. Cavusgil & Naor (1987); Reid (1983); Schelegmilch & Crook
(1988) all argued that management characteristics cannot influence the e);port decision
process as the export process in a firm is something that evolves and changes with time,
depending on a number of variables, and was not something that could be fully directed
and controlled by management. This being so, they argued that management

characteristics cannot be a determinant of export success.

Whilst this may be so, in the context of an SME where the managing director / owner

may be in full control of the firm’s entire operations, it is difficult to envisage a
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situation where that person does not have a major influence on the export performance

of the firm.

Holzmuller & Stottinger (1996), in a study of 100 SME exporters in Austria, proposed
that simply looking at management characteristics only offered a partial explanation and
that management characteristics should be examined in the context of the ideology of
the organisation in which the managers operated. They proposed that it was the
ideology of an organisation that determined the priorities of the firm and its values, as

well as the managerial capabilities within an organisation.

This had two implications for the research undertaken by the author; firstly, if this were
so, it would mean that inﬂuence_s of the various management characteristics were
difficult to isolate and so perhaps best studied holistically. Secondly; it implied the role
of the ideological orientation in an organisation in determining both management
characteristics and export performance was not really understood in the context of
SMEs competing on international markets. There was a need then to more fully
understand the relationship between the attitudes of the management and a firm’

performance on international markets.

Firm Competencies

The competencies receiving attention as determinants of export performance are
primarily associated with the production methods/technology of the firm, (Cavusgil,
1984; Cooper & Kleinschmidt, 1985; Daniels & Robles, 1982), quality control
processes (Burton & Schlegelmilch, 1987; Christensen et al, 1987 and Joynt, 1982),
personnel experience and training, (Beamish & Munro, 1987; Bourantas & Halikias,
1991; Kirpalani & MacIntosh, 1980) and operating efficiencies, (Dess & Davis, 1984;
Parker & Helms, 1992). Compete;ncies that have been directly associated with export
success include domestic market performance, product uniqueness, production capacity,
labour skills and the type of industry in which the firm operates. Ogbeuhi &
Longfellow (1994) and Katsikeas, Deng & Wortzel (1997) both made reference to
factors such as, export market planning skills, quality of export staff, foreign market
connections and fiﬁancial management skills as being critical determinants of export

performance.
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Aaby & Slater (1989) proposed competencies in all these areas were critical to export
success. Conversely, weakness in these areas was seen as a potential cause of failure in
export markets. Ogbeuhi & Longfel]ov;'\~ (1994) examined the views of the chief
executives of 235 SME manufacturers in the USA in an attempt to ascertain their
perceptions of the factors necessary for export success. In this they found that export
market failure often resulted from poor market analysis, absence of product market

match, ineffective distribution and lack of management planning and control.

Whilst it is hard to disagree with these observations, it should be questioned whether the
- lacking of such competencies was the cause of failure or in fact symptomatic of other
failures. From the literature éx_arnine’d it is difficult to ascertain whether or not the lack
of competencies in key areas was more likely to beb attributable to the inadequacy of
management decisions. For instance, ineffective distribution may be the result of a
failure to integrate the planning of the distribution of products into the strategy
development process and not necessarily the reason for failure itself. Thus, it could be
more appropriate to view ineffective distribution as a failure of the firm to prioritise

these competencies and assign the relevant resources.

Whilst the previous research identified the competencies that determine export
.performance, it did not give any real insight into the management processes necessary to
build those competencies. There was a tendency in the studies to focus upon single
variables, and a preoccupation with isolating the variables which can be identified as the
key to determining performance, the assumption being that if a firm focuses on
achieving such a competence it will directly affect performance in export markets. The
author suggests that such a deterministic relationship needs to be questioned. What,
perhaps, is more important is to gain some insight into the processes within the firm
underlying these competencies. It is the nature of such processes that the author

explores in the research underpinning this thesis.
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Strategy Variables

Piercy (1989), in a conceptual paper relating to managing chénge in marketing, argued
that, in the light of an intensifyil-fg competitive climate, the direct linkage of marketing
capability with export performance meant that the adoption of market-led strategies was
necessary for survival in export markets. Export marketing strétcgy in this case,
therefore, was seen to be the link between a firm being successful in generating

competitive advantage on export markets and the resultant export performance.

However, Cavusgil & Zou (1994), in their analysis of 202 export marketing ventures in
the USA, pointed out that the same marketing strategy did not necessarily lead to the
same results in all export market ventures. Consequently, these authors felt that, to
understand fully the relationship between export rharketing strétegy and export
performance, the role of the product in contributing to the success of a particular
venture had to be examined in order to obtain a more precise measurement. This was
one of the reasons why they argued that success should be measured at the venture

level, as opposed to the firm level, as was discussed in an earlier section of this chapter.

Much of the earlier work examining strategy variables focused on individual variables,
which impacted on the ability to export effectively (Cunningham & Spiegel, 1971,
Simpson & Kuwaja, 1974; Bilkey & Tesar, 1979). Researchers concluded that the most
impoi‘tant factors that contributed to the firm’s success in exporting were: product
design, persistence in the market, market knowledge and long-term planning by the
firm’s management. There seemed from these studies to be a positive relationship
between the role of marketing policy elements and export success, but these studies
shed little light on understanding the relative importance of individual variables

identified.

Sriram & Sapienza (1991), in a study of 121 SME exporters based in the State of New
York, attempted to identify the marketing variables most associated with export
performance. They concluded that outlays in sales efforts, public relations activities,
distribution support and market research expenditure were most needed to support
successful export marketing. Thus, for high performing firms exporting to a large

number of countries, competitive success came at a high cost.
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Madsen (1989), in a survey of 82 Danish SME exporters, suggested export marketing
policy stood out as the most important explanatory group of variables in relation to
export performance. He argued that product uniqueness and product quality had a
particularly strong,impﬁct on export performance. There was, also, a strong association
between product strength and a firm’s ability to ﬁnd good agents / distributors in export
markets. Agents / distributors who had a high level of confidence in the product were,
in turn, found to be more actively willing to support those products in export markets.
This in turn had a positive impact on performance. Thus, this study sought to include a

wider array of explanatory variables and relate them to export performance.

Styles & Ambler (1994), in their study of 67 winners of the Queens Award for Export in
the UK, found the key variables to be good personal contacts with the market and close
relationships with the intermediaries handling a firm’s products. Thus, this study placed
a priority on relationship variables in determining export performance. This is
consistent with the findings of the study by Louter, Ouwerkerk & Bakker (1991) carried
out amongst a sample of 334 SME Dutch exporters. They suggested that the key
determinant of export performance was the efficiency by which the SME exporter
implemented its marketing strategy and organised its interface with its export
customers. Thus key determinants of export performance were after sales service,
flexibility, delivery on time, packaging, uniqueness and reliability. Katsikeas, Piercy &
Ioannidis (1996) also viewed communication with export markets as the key variable.
The study by Thirkell & Dau (1998) of 263 SME export manufacturers in New Zealand
also provided empirical support for the importance of marketing variables in

determirﬁng export performance.

Howevef, in all these studies, export marketing strategy is conceptualised in terms of
the marketing mix paradigm (product, price, place & promotion) and the view seemed
to prevail that strategy is simply a conseqﬁence of building a mosaic of autonomous
parts. As such, the focus of much of the work in this area was on the identification of

which of these parts were critical to export performance.

The strategic variables identified by previous research studies were important in helping
the author develop a pre-understanding of the factors and variables which, perhaps,

needed to be incorporated in the research study. However, whilst the literature
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identified significant variables it did not give the author any real insight into the
underlying processes of international strategy development, nor why firms found certain
types of marketing strategies more effective than others in competing internationally.
To use the iéeberg metaphor, (Gummesson, 2000) previous research identified the
variables that could be seen above the water. The shortcoming was that it was difficult
from this literature to gain any insight into the less visible part of the SMEs activities

such as the processes that gave rise to the strengths of these variables.

A second shortcoming of the literature reviewed was that it was difficult to gain any real
insight into how the variables identified inter-related with each other and with the
external marketing environment. Chetty & Hamilton (1993) profiled firm level export
performance literature, 1978-1991, and attempted to assess the strength of the
association between the dependent variables (ie firm characteristics, cdmpetencies and
strategy), and the independeht variable of export performance. They drew the
conclusion that competencies were seen as more important than firm characteristics, and -
within export marketing strategy, market selection, product mix and pricing were seen
as the critical dimensions. However, despite their intentions, Chetty & Hamilton did
not successfully shed any light on the relationships between variables. Thus, whilst
making a contribution to the understanding of the relative importance of van'ables, they

too, did not give any insight into how the different categories of variables interacted.

One of the reasons, perhaps, for this deﬁciéncy is the isolated nature of this body of
literature. The authors in the research studies reviewed predominantly sought
explanations for the observations of phenomena from within a limited area of literature.
A number of researchers questioned the narrow field of literature drawn upon to seek
explanations of SMEs international activities (Styles & Ambler, 1994; Cavusgil & Zou,
1994; Yeoh & Jeong, 1995 and Holzmuller & Stottinger, 1996). Central to the
contributory value of this thesis is the intention to draw from a wider field of literature
in seeking explanations of SME behaviour and to do so by inductively exploring the
nature of firms identified as competing effectively on international markets. In so
doing, the author builds on the work of the researchers mentioned above, but draws

from a wide range of literature in seeking explanations for the phenomena observed.
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The final area of literature to be reviewed in this chapter is the body of research that
refined and developed the conceptualisation of the determinants of export performance.
In the following section, the author will explore the validity of some of the key

contributions to the development of the research underpinning this thesis.

Alternative Export Behaviour Frameworks

Cavusgil & Zou (1994) supported the contention that export marketing strategy, a firm’s
international competence and managerial commitment were the key determinants of
export performance. Whilst all categories of variables had a direct impact on export
performance, as was discussed previously, the authors prioritised the choice of export
marketing strategy as the paramount variable. They propose that to improve
performance, firms needed to implement appropriate marketing strategies.” However,
these strategies needed té be éppropriately c’d-aligned within the context of internal
forces, such as firm and product characteristics and external forces, such as industry and

export market characteristics.

Internal forces of paramount importance were product adaptation strategies, managerial
international experience and competence and the ability to develop a network of

competent foreign distributors.

The authors proposed a conceptual framework of export marketing strategy and
performance. In this, exporting was conceptualised as a strategic response by

management to the interplay of internal and external forces (p. 3).

Figure 3: An Operational Model of Export Marketing Strategy and Performance

Internal Forces

Firm Characteristics

Product Characteristics

External Forces Export Export
P T Marketing Performance
Strategy ¢ Strategic
Industry Characteristics ¢ Economic
Export Market T
Charantaristing N
Source: Cavusgil & Zou (1994), p.3
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This was an important departure from the Aaby and Slater model, which was,
essentially based on the structure, strategy, performance paradigm which viewed the
external environment as a fixed constraint. The particular theoretical perspective
adopted by Cavusgil & Zou was the principle of the strategy- environment co-alignment
(Aldrich, 1979; Porter, 1980 and Venkatraman & Prescott, 1990) which stated that the
fit between a strategy and its context (in this case the external exporting environment)
had significant implications for a firm’s performance. Yeoh & Jeong (1995), in
proposing a contingency approach to examining determinants of export behaviour,

further built on the work of Cavusgil & Zou.

Yeoh & Jeong (1995) carried out a selective review of export performance studies
conducted within the structure / strategy / performance paradigm. They criticised
previous performance determinant studies for a tendency to focus on simple bi-variate
relationships without probing the possibility of moderating effects by other important
contextual factors that could strengthen or even weaken such relationships. They
questioned the assumption that a single variable of interest could have a direct effect on
performance when interplay of internal and external factors in a study were neglected

(Yeoh & Jeong, 1995).

They suggested that the lack of consistency and diversity of results in export
performance studies was entirely due to this and pointed to the need to explore the
contextual dimensions of export performance. However, in order to do this, it was
necessary to take a contingency perspective in examining the determinants of
performance in export markets. The contingency approach had been widely discussed
in domestic marketing literature, (Day & Wensley, 1983; McKee et al, 1989; Reukert &
Walker, 1987) but had been little used to in export research up to this time.

Thus, Yeoh & Jeong emphasised the importance of the situational influence on the
management of organisations and questioned the existence of a single best way to
'manage or organise for export success. In seeking explanations, therefore, they
suggested the need to integrate the literature in export marketing with that of strategic
management, entrepreneurship and organisational-behaviour literature. This would help
to establish a much better understanding of the linkages between strategy and the

performance of small / medium sized enterprises on international markets.
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Thus, Cavusgil & Zou and Yeoh & Jeong contribute to the work being undertaking for
this thesis by signalling the need to draw from a wider field of literature in seeking

explanations for the exporting behaviour of SMEs.

However, whilst the contribution of these authors is valued, there were two limitations
with regard to exploring the nature of firms competing effectively on international
markets. Firstly, both sets of authors still conceptualised strategy within the marketing-
mix paradigm. Secondly, whilst external forces were seen to influence export
marketing strategy, this was a uni-directional and sequential influence in that external
forces influenced export-marketing strategy which, in turn; impacted on export
performance. This seemed to assume a linear process and did not take into account any
possible feedback from performance in export markets into the strategy of a firm. Thus,
there was an assumption that the determinants of export performance interacted in an
orderly fashion with little interaction of any of the other influences. The author,

therefore, viewed this as an area which required further exploration.

In light of the discussions in the above paragraph, the contribution by Styles & Ambler
(1994) was interesting for two reasons. It was one of the few studies conducted within
the UK context, and the authors proposed the relational paradigm as an alternative

framework in which to view the determinants of export performance.

Styles & Ambler suggested that the literature in export marketing performance was
rooted in the traditional marketing mix or ‘neo-classical paradigm’. Thus “the focus is
on micro economic analysis and the optimal use of marketing mix elements in the

pursuance of profit.” (p.28).

This meant that export research was seen to have been too concerned with the

measurement of short-term outputs of export selling activities.
Styles & Ambler suggested that the factors influencing export performance should be

viewed as a multi-dimensional process. To understand the determinants of export

performance, they argued it was necessary to conceptualise SMEs export activities as
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the development of a network of relationships between the company, the customer,

members of its supply chain and other groups who may influence the firm.

Such a view was consistent with the internationalisation literature and the work of the
International Marketing and Purchasing group, (IMP), (Rosson & Ford, 1982;
Hakansson, 1982; Johanson & Vahlne, 1992). The IMP group viewed a firm as
internationalising through the network of relationships it formed. A firm began
exporting by forming relationships which delivered experiential knowledge about a
market and then committed resources to that market in accordance with the degree of

experiential knowledge it gained progressively from those relationships.

Styles & Ambler suggested the relational paradigm was a valid approach to investigate
SMEs export activities and suggested the hybrid model ‘of export performance as
depicted in Figure 4 as a way to explain export market performance. Only one study, it
seems, (Rosson & Ford, 1982) had previously investigated the linkage between
relational variables and export performance in SMEs and this was purely an exploratory
study. It was also consistent with a growing body of literature in strategic marketing,
which argued that marketing effectiveness should be examined from a relational

perspective rather than the simple transaction approach.

Figure 4: A Hybrid Model of Export Performance
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Within the firm, Styles and Ambler viewed the management characteristics and core
competencies as key elements. However, it was through the relationships the firm
formed, that the SME was able td build resources the firm needed to facilitate better
decision making. The development of the marketing strategy was a direct output of this
process. Environmental factors were seen to impact on both the relationships and

strategy as both existed within the environment of the firm.

Styles & Ambler suggested a bridge needed to be made between the current relational
models and export marketing from the neo-classical perspective. Thus, the attainment
of objectives such as sales, share, profits, growth needed to be linked to key relational
variables if the paradigm was to prove useful for future research. This work marked a
departure from previous approaches in that it attempted to explain how an SME
interacted with its international marketing environment. It raised some interesting
questions as to how firms operated on'international markets and suggested that, in
examining export performance, researchers needed to examine how these relationships
interacted and influenced the firm. As such, it attempted to overcome the criticism
levelled at studies that only examined simple bi-variate relationships. They also
minimised the emphasis on single variables by suggesting the need take into account a
number of determinants simultaneously and that future studies needed to reflect the

multi dimensionality of the determinants of export performance.

This view was consistent with those expressed by Holzmuller & Stottinger (1996).
These authors suggested that if the understanding of SME activities on international
markets was to move forward it was necessary to recognise that as a business
organisation, an SME was a complex entity. The development of an SME, therefore,
was influenced by the interaction of a multitude of variables and behavioural
characteristics that have to be studied in the context of both the organisation of the firm,
and the environment in which it operated. The work of Styles & Ambler proved, in the
research undertaken, to be an important contribution from which the author was able to

develop the findings of the study.
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Summary and Conclusions

The objective of this chapter was to generate an understanding of how previous
researchers tackled the issue of measuring performance of SMEs on international
markets and to explore the previous research that contributed to the understanding of the
factors determining the performance of firms competing on international markets. Gaps
in the literature have been identified and the theoretical corpus on which this thesis
builds, critiqued. The studies reviewed in this chapter dealt entirely with the treatment

of this subject within the SME population.

In the measurement of export performance, researchers have been wrestling with such
issues as to how to conceptualise performance, whether performance should be
measured at the firm or venture level, whether subjective or objective frames of

reference should be used as well as what indicators should performance be measured by.

The literature appears to be moving towards a recognition that any conceptualisation of
export performance needs to reflect the multi-dimensionality of firms on international
markets. Furthermore, in evaluating performance, reseafchers need to incorporate a
variety of measures, both objective and subjective, that are capable of measuring the

performance of the firm over a period of time.

In identifying a sample of firms competing effectively internationally, it was considered
important that all these factors be taken into account and that the methodology

developed incorporate both subjective and objective factors.

The body of literature examining the determinants of export performance was then
explored. Previous research studies were viewed as following the traditions of the
positivist paradigm and, generally, used deductive research methods in the search to

identify the variables that determined export performance.

The classification of variables as suggested by Aaby & Slater (1989) was used to
categorise the studies reviewed. It was suggested there was a tendency in previous
research to focus upon single variables and a preoccupation with isolating the variables

thought to be the key to determining export performance. It was suggested that there
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was an assumption of a direct relationship between certain variables and performance in
export markets. The author questioned such a deterministic relationship and suggested
it was necessary to gain more insight into the processes within the firm underlying the

variables identified.

In terms of the Gummesson (2000) iceberg metaphor, the variables identified in
previous research were viewed as activities visible above the water. The author of this
thesis suggested that it was difficult from the literature reviewed, to gain an insight into
the less visible underlying processes. She therefore concluded the exploration of these
underlying processes éhould be an integral part of the research undertaken for this

thesis.

There was also concern for the narrow view of export marketing strategy which had
- prevailed in previous literature. The research to date sought explanation for the
behaviours observed, principally drawing hpon the exporting research literature within

the marketing mix paradigm.

Cavusgil & Zou (1994), Yeoh & Jeong (1995) and Holzmuller & Stottinger (1996)
signalled the need to draw from a wider field of strategic management literature and
organisational behaviour in seeking explanations for the exporting behaviour of SMEs.
Whilst the need for strategic considerations in marketing theory has long been
emphasised in domestic marketing, this body of litefaturc: has not really been drawn on

in seeking explanations for the success of SMEs competing on international markets.

The work of Styles & Ambler (1994) also raised some interesting questions as to how
firms operated on international markets. Styles & Ambler suggested that, in examining
export performance, researchers needed to draw from relational marketing literature.
The work of these authors marked a departure from previous approaches, in that they
attempted to explain how an SME interacts with its international marketing environment

and tried to express the multi-dimensionality of the determinants of export performance.

In the research for this thesis the author drew on these wider fields of literature in
seeking explanations of the behaviour of SMEs on international markets. There was a

recognition that SMEs were complex entities whose development was influenced by the
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interaction of a multitude of variables and behavioural characteristics which had to be
studied in the context of both the organisational behaviour of the firm and the

environment in which it operated.

Finally, many of the issues which have arisen as a result of reviewing extant literature
point to the necessity of researching the export marketing activity of firms over a period
of time through longitudinal research. Much of the previous research had been
conducted at a single time interyal and, consequently, only enabled the researcher to
explore historical behaviour patterns. Longitudinal research enabled this author to
explore the behaviour of firms in much greater depth, from which a much richer
understanding of the nature of firms competing effectively on international markets was

hopefully developed.
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Chapter 3: Research Methods
Introduction

As discussed in Chapter 1, inquiry in the naturalistic paradigm is based on the
ontological assumption that an understanding of reality is relative to how individuals
and groups create and interpret the world (Guba, 1985). The naturalistic paradigm
recognises the importance of the subjective experiences of individuals in creating that
world. It is also suggested within this paradigm, that human behaviour and
organisational systems are often better studied holistically, allowing all factors to be
considered for a more complete understanding to be gained. The aim of the research for
this thesis was to develop an ideographic body of knowledge (Guba, 1985, p.85). The
emphasis therefore was on explaining and understanding the pattern of ideas and

behaviours observed, rather than the identification of general and universal laws.

It was proposed in Chapter 1 that, to achieve the stated aims of understanding the nature
of SMEs that compete effectively on international markets, an inquiry approach, that
followed the traditions of the haturalistic paradigm, was more appropriate than one
following the traditions of the positivist paradigm. Taking such an epistemological
stance was seen to require an inductive methodological approach, enabling an ‘holistic’
exploratory inquiry, for a more complete understanding of the subject and the

construction of a substantive theory.

This chapter evaluates the methodological approach taken in this thesis. It discusses the
appropriateness of deductive and inductive methodologies, the application of grounded
theory and the debate as to the appropriateness of quantitative or qualitative data
collection methods. The chapter then goes on to give an account of the research
strategy and methods used in the collection and analysis of data underpinning the
development of this thesis. The issues and dilemmas that faced the author in each

section of the research process are identified and the choices made justified.
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Methodological Approach
Deductive v Inductive Research Methods

Some research phenomena lend themselves to investigation through the use of,
principally, deductive research methodologies where the issues may be clearly defined
and analysed through the testing of specific hypotheses. This, as Was suggested in
Chapter 2, has been the tradition in exporting marketing research. In deduction, a
conceptual and theoretical structure is developed, prior to testing through empirical
observation. Hypotheses regarding causal relationships are generated and are tested
against empirical data. Deductive research therefore, aims to test existing theory.
Inductive research on the other hand aims to generate new theories. Inductive research
involves moving from a position of observing the empirical world to the construction of
explanation and theories of what has been observed (Gill & Johnson, 1997). This is not
meant to infer that research in the inductive tradition is necessarily concerned with
reinventing the theoretical basis of a discipline. Inductive research seeks to allow
theories to emerge from the analysis of the data collected, rather than fit the data
collected into existing theories and concepts. Glaser (1992) emphasised the necessity of
not allowing extant theory to force explanations onto the data, but letting the data itself
be the main influence in iheory development. Thus the starting point for inductive
theory development is the data itself. However, this research study, as is true for any
study, did not start with a blank piece of paper but built on the knowledge of the author,

gained from her own experience, the experience of others and the extant literature.

Gummesson (2000) referred to such knowledge as preunderstanding (p.57) and
suggested that in a research study the researcher moved from a position of pre-
understanding to one of understanding through the development of improved insights
gained via the analysis of data and theory development. A lack of pre-understandihg
may well necessitate the researcher becoming involved in time consuming tasks to
develop the necessary knowledge base to generate meaningful interpretations of the data
collected. On the other hand pre-understanding could serve to block theory development
if the researcher is closed to certain aspects of the data collected, by allowing herself to

be influenced by the prejudices developed from previous experience. Thus the concept
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of pre-understanding incorporates not just the previous knowledge gained but the

attitude and commitment of the researcher to the integrity of the research process.

The aim in this research study was to use the pre-understanding of the author to
enhance the depth of the understanding gained, but to ensure. that theory development
was allowed to emerge from the data rather than forced into categories by preconceived
notions. There was a perceived need, therefore, to employ data collection methods that
generated in-depth and open focus insights from the research sample. From these
empirical observations, generalisations were made to explain the observed social
processes, and, hence, the beginnings of inductively derived theories. It is argued that
sucH theories could then be perceived as being grounded in the data (Glaser & Strauss,
1962; Corbin & Strauss, 1990 and Glaser, 1992). The application of grounded theory
was important in achieving the aim in this study of gaining meaningful insigﬁts into the
nature of the firms studied. The application of the grounded theory approach allowed
the author to move from the position of pre-understanding to a position of |
understanding, whilst overcoming the pitfalls identified above. How the applicatioﬁ of
grounded theory allowed the author to achieve this will be further explored in the next

section

Grounded Theory

According to Gill & Johnson (1997), within the inductive tradition, explanations of
social phenomena need to be grounded in observation and experience. In grounded
theory, data analysis and synthesis happen simultaneously rather than sequentially. This
is because the methodology is based on the process of discovery rather than the
measurement of units (Connell & Lowe, 1996). Theory therefore, as discussed above,
evolves during the research process itself. Goulding (1999) observed that traditionally
grounded theory has been used for theory development in areas where little research has
been undertaken. However, she suggested that it could be equally of value, “to provide

a fresh slant on existing knowledge” (p.867).

It was in this vein that the tradition of grounded theory has been applied in this research

study. Thus, as stated above, it was decided by the author, that grounded theory offered
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the possibility of inductive theory development, ensuring that the understanding of the
research issue was truly derived from the perspective of the respondent. There are three
vital characteristics of grounded theory, which explain how this can be achieved.

Firstly, it uses the process of analytical induction (Glaser, 1992). This meané:-rather
than review the substantive literature first, the author integrated the substantive
literature at the time when a particular stage in the inductive process was éomplete. The
process of analytical induction led the author into a number of interdisciplinary areas
which was vitally important in the process of seeking explanations as to the processes
observed. This did not mean previous theories, as discussed in Chapter 2, were
necessarily rejected. It did mean, however, that they did not constrain the research
process in any way. Apriori theory was used in the development of the pre-
understanding (Gummesson, 2000) of the research topic by the author. This pre-

understanding was then used to inform the next stage of the research process.

Argyris (1977) referred to pre-understanding as a person’s “theories in action”. These
theories in action formed the basic assumptions as to the key relationships of the actors
in any inquiry. In naturalistic inquiry it is important that such theories be actively
confronted and the underlying assumptions questioned. Failure to do so condemns the

researcher to being *“prisoners of their own theories” (Argyris, 1977, p. 119).

It is by confronting such assumptions that the naturalistic inquirer' filters out
preconceptions. Erlandson et al (1993) suggested that researchers following the
traditions of naturalistic inquiry must assume a position of humility: “In the face of

how little he or she knows in comparison to how much there is to be known” (p.20).

Thus in this thesis, the development of a pre-understanding of the topic, informed the
research process. However, the author has endeavoured to ensure an open-mindedness
and a posture of humility to help filter out pre-conceptions and confront her own basic
assumptions. Gummesson (2000) discussed the need for any researcher to have a dual
personality “ able to balance on the razor’s edge, use their pre-understanding, but are
not its slave” (p.65). Thus this author has tried to use her pre-experience to enhance the
insights from the data, but has taken care against preconceptions influencing the

analytical process.
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The second characteristic of grounded theory is that data collection and data analysis
occur simultaneously. A continuous process of interpretation and discovery shaped the
ongoing data collection for this research study. Skrtic (1985) saw this issue as being at
the heart of understanding the value of grounding theory developmeﬁi‘ in the data. In
the study under discussion, data analysis, as will be explained in more detail later, was
an ongoing process that happened at a number of different levels, for different purposes.
It occurred within an interview and from interview to interview in order to guide
subsequent data collection. It also occurred after each stage of the research process to
~ help organise and structure the data analysis itself. Finally, both within case and across
case analysis was undertaken in the process of reporting the data. Thus the process of
analytical induction that led to the development of inductively derived theories was an
iterative process of data collection and simultaneous data analysis. Gummesson (2000)
referred to this iteratjve process as the hermeneutic spiral (p.70), whereby the
knowledge gained at each | stage of the process formed the new level of pre-
understanding on which the understanding sought in the next stage is built. Thus, as the

research study progresses, the researcher moves to new levels of pre-understanding.

In the research study, the first level of pre-understanding gained through previous
experience led to the recognition of the need for such a study.v The understanding
gained from reviewing the extant literature formed the new level of pre-understanding
which informed the research design. Likewise, the understanding gained from the
initial interviews formed the basis of pre-understanding on which the longitudinal study

was deVeloped.

Finally, the aim of grounded theorists is to discover the basic social processes contained
within the social structures created. As such, it can be effective in understanding the
social processes within an organisation and help clarify and conceptualise behaviour
patterns (Connell & Lowe, 1996). The aim of this thesis was to develop an
understanding of the nature of SMEs that compete effectively on international markets.
The understanding of the social processes and the underlying structures was integral to

the achievement of this aim.

Building an empathy with the person researched was necessary, therefore, to fully

understand the behaviour patterns observed. Empathy is very much related to the
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doctrine of Verstehen (Patton, 1990, p.56), which is rooted in the traditions of
phenomenological methodologies and qualitative enquiry. The verstehen tradition
stresses the importance of the informant as the primary source of data and
understanding the research subject from the person’s own-\viewpoint by building an
empathy with them. Thus the researcher is studying the reality as perceived and

understood by the research subject not the researcher herself (Patton, 1990).

McAuley (1985) poéits that one of the key differences between the inductive and
deductive traditions is the loci of the researcher. The deductive tradition necessitates the
researcher making a claim to taking an objective stance, at a distance from the research
subject. In the inductive tradition the researcher is a part of the study itself. The
challenge to the researcher therefore in undertaking the process of analytical induction
is to make the switch from a position of empathy with the research subject, to theory in
seeking an understanding of the behaviours observed. This, according to McAuley
(1985) requires, "a high degree of development of self knowledge, an ability to ideﬁtify
in the self and momentarily hold still personal judgements and cultural
signposts"(p.295). It is through this awareness of oneself that the hermeneutic process
of interpretation and understanding that is me.aningful and relevant is developed. The
strength of the grounded theory approach was the validity gained from the close linkage
of theory development with the empirical evidence gathered. Glaser (1992) argued
quite strongly that central to the aims and principles of the grounded theory tradition
was the interpretative, contextual and emergent nature of theory development.

This, interestingly differed from the further development of the grounded theory
approach by Strauss & Corbin (1990) which emphasised the complexity of the coding
and analytical procedures as the central component. This is an important distinctiori. In
following the naturalistic tradition it was important to the author that the data drove the
analytical process, not a pre-determined coding system. As such, this research study
followed in the tradition of the principles more associated with Glaser (1992). Theory
development was viewed as having evolved during the research process as a result of
building an understanding of the research subject through an ongoing process of data

collection and data analysis.
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In using grounded theory, Corbin & Strauss (1990) suggested that researchers needed to
be wary of the issues discussed, particularly the forcing of theoretical explanations from
the data and the pre-experience of the researcher acting as a block to conceptual

analysis.

It was found by this author, that the problems that did arise were more to do with the
amassing of a weélth of data that was rich in detail, but lacking in clarity, when
everything was included. Similarly, there was a concern that data described the
phenomenon being researched, but perhaps had little applicability to another context. In
this study, as will be discussed later, a number of measures were taken to ensure the

trustworthiness of the findings.
Data Collection Methods

A deductive approach has traditionally employed a quantitative approach to research
design. This emphasises experimental design and the quantitative measurement of
criteria.  Quantitative research methods are most applicable to situations where
information is being gathered from a large number of people, using a limited set of
quest‘ions.; It allows a researcher to build a broad and general picture of a situation by
aggregating the data and carrying out statistical tests to facilitate comparison across a

number of sub samples (Patton, 1990).

To ensure validity, therefore, the researcher must ensure “the research instrument is
administered in an appropriate, standardised manner according to prescribed

procedures” (Patton, 1990, p.14).

Inductive theory building lends itself much more to the philosophy and assumptions
underlying qualitative research. In qualitative research “the researcher is the
instrument” (Patton, 1990, p.14). Qualitative research employs data collection
instruments that generate in-depth and open insights from small samples, gfving the
researcher more scope to explain the actions of the subject being researched by
understanding the subjective dimensions underlying their behaviour. “To be objective

is to be cold and distant ...(whereas) to be subjective is to be aware of the agency, that

57



is of action. The purpose of qualitative research is to get at the world of the agent or

subject”’(Maykut & Moorehouse, 1994, p.20).

Patton viewed qualitative methodologies as sharing three fundamental characteristics: a
holistic view, a philosophy of naturalistic enquiry and an inductive approach to data
analysis. This, essentially, means qualitative methodologies seek tb understand the
whole phenomena being explored. The qualitative researcher will not look for linear
effects and cause and effect relationships but try to explain the phenomena being -
studied in terms of their complex interdependencies and how these contribute to the
whole. This requires studying situations as they unfold naturally and being open to
whatever emerges rather than trying to fit the data into a set of predetermined outcomes.
It is by the researcher immersing herself in the detail of the data and exploring the
varying dimensions and interrelationships identified through inductive analysis that

inductively derived theories emerge, grounded in the data from which they arise.

It is for these reasons a qualitative approach to data collection was seen to be consistent
with the aims of this thesis and so, appropriate to the research strategy undertaken. In
qualitative research there are a number of possible ways to collect data. Observation,
participating in the setting, diary-keeping and interviewing are some of the more

common techniques.

Participating in the setting usually enables a great depth of understanding to be achieved
in the research as it allows the researcher to get very close to the subject of the research.
The origins of this technique are in the field of anthropology where the researcher
iinmerses herself in the natural setting of her research subjects (Coffey & Atkinson,
1996). This enables rich qualitative data to be obtained, which is usually unobtrusive
and able to penetrate the informal aspects of work. As the information is not pre-
structured the participant observation lends itself to generating information from the
informant's own perspective. However, the strength is also a weakness in that the
researcher may become so immersed in the culture of the organisation that she is unable
to take a dispassionate view of events. Thus in referring to the earlier discussion
(McAuley, 1985), participant observation would have allowed the author to build the
necessary empathy with the research subject. It was, however, questioned whether such

an approach would lend itself to the process of analytical induction and allow the author
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to make the necessary switch from empathising with the research subject to theory

development.

Observation techniques, withc;ilt participation, have the advantage of remaining
impartial to a situation, but, acting purely as a spectator would not allow the researcher
to interact with the subject and so would fail to gain insights into the important
dimensions of the study (Gill & Johnson, 1997). Observation without participation
would not allow the involvement of the research subject themselves in the research
study and so fail to enable the researcher to study the reality as perceived and
understood by the research subject themselves (Patton, 1990). The use of diaries may
overcome these limitations. However, the main criticism of using such techniques as
diaries is that they are perceived as being highly descriptive and so do not help to
~ develop an undersfanding of the dimensions of the managers’ roles that they themselves

do not perceive as central to their activities.

Methodologically, therefore, none of the above approaches were perceived by the
author as lending themselves adequately to the grounded theory approach which, as

discussed earlier, was viewed as a central component of the research strategy.

The other method of data collection that may be used is interviewing. Interviews may
be directed to individuals or groups. They also vary in length, content and the demands
made on the interviewer. Some are highly structured, where a questionnaire has to be
strictly adhered to, to enable comparability of findings; others are unstructured, seeking
an in-depth understanding of the research subject (Gorton & Doole, 1991). According
to Gill & Johnson (1997), a highly unstructured in-depth interview has several
advantages over a structured interview. It enables the researcher to elicit sensitive data,
it means comparability is possible under broad headings and it gives a greater overall
depth of insight. It also allows the respondent to introduce material not anticipated by
the interviewer and allows the interviewee to determine the direction of the interview.
The disadvantages are, predominantly, that it is time-consuming, strict comparability is

difficult and samples are smaller, which could limit the generalisability of findings.

Between the two extremes is the semi-structured interview, which could range from a

managed conversation to an interview with a combination of closed questions with pre-
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determined responses and open questions to allow for the generation of soft data. Ina
managed conversation the interviewer will have an outline of the issues to be covered in
the interview but will be relatively non-directive in eliciting responses. This allows the

research subject to be éXplored from the perspective of the respondent.

Interviews can take the form of group discussions or individual interviews. The
advantage of a group discussion is that they allow open discussion, the development of
ideas and a detailed exploration of _issués being investigated. A questionnaire may be
used but usually the discussion is free—fanging. The spontaneity and stimulation of the
group situation motivates a high number of creative responses and is particularly useful
in generating ideas. Interest in the topic is more easily stimulated in group situations
and respondents often feel more secure, allowing themselves to relax and become more
fully involved in the research topic (Gorton & Doole, 1991). However, data collected

can be difficult to analyse and the direction of discussion requires specialist skill.

It was decided that the semi-structured interview be the main method for data collection.
The collection of primary data for this study was by; semi-structured group discussions
in the early stages of the research process; semi-structured interviews in the initial
interviews of 25 firms, and a series of in-depth managed conversations carried out with
the six firms studied longitudinally. This type of data collection method allowed the
author to fully explore the topic from the respondents perspective and gave her the
flexibility to employ a variety of modes in collecting.the data. This enhanced the
dependability of the findings and allowed the data to be generated from a multiplicity of
perspectives. Such triangulation enhanced the credibility of the study by ensuring the
information collected was constantly verified by another source, either from other
respondents or at another time in the subsequent interviews. The advantage of
triangulation is that the strengths and weaknesses of the different data collection
vehicles are moderated and so trustworthiness of the findings strengthened (Gill &
Johnson, 1997). The data collection methods will be explained in the following

sections.
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Group Discussions

Group discgssions took place at the very early stages of the research process. These
consisted of ‘small samples of SMEs, consultants, academics, and support agency
representatives. A total of four group discussions took place. The details of the

participants are given in Table 3.1.

Table 3.1: Details of Participants of Group Discussions

Date Academics SMEs Government support Private
agency representative sector
consultants
May 1996 2 2 1 2
June 1996 2 2 1 0
July 1996 1 2 1 1
September 1996 2 2 2 0

The aim of the group discussions was to help the author develop further the pre-
understanding of the issues to be explored in the research study. The outcome of the
discussions was inputted into the development of the criteria for samplé selection and
the design of the research instrument used in the initial interviews. Discussions
incorporated a wide range of issues, including perceptions of international
competitiveness, international marketing processes, key capabilities, research systems,
supply chain management, customer service operations, strategic planning processes

and marketing capabilities.
The Initial In-Depth Interviews of 25 SMEs

Initial in-depth semi-structured interviews were carried out across a sample of 25 SMEs
identified as competing effectively on international markets in the autumn of 1996. The

rationale for sample selection will be explained in the next section.

The aim of these interviews was to generate data from which the research themes, to be
pursued longitudinally, could be developed. This enabled the author to establish the
boundaries for the research study, from the perspective of the individuals themselves,

rather than through any pre-designated process.
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The findings from these initial interviews proved valuable in that it generated a large
amount of data from respondents who represented a number of different types of firms
in the South Yorkshire region. However, there were important limitations. It was
difficult to seek explanations as to why things happened. The interviews could only
give a snapshot of the given situation at a particular moment in time, whether the factors
identified held true over a period of time was not possible to ascertain. Thus using the
iceberg analogy (Glimmesson, 2000), such interviews only allowed the researcher to
gain an understanding of between ten and fifteen percentagé of the situation. To
understand the full situation it wés necessary to get closer to the research subject “by
getting under the surface, mobilising more resources and getting more involved”

(Gummesson, 2000, p.35).

Studying a small number of firms longitudinally it was decided, would enable this to be

achieved.

Six Firms Studied Longitudinally

A small sample of six firms were studied longitudinally to analyse the behaviour of
firms and to seek eXplanations as to the nature of firms that effectively competed'
internationally. Longitudinal studies enable the researcher to take a holistic view of the
research subject. The research can focus on change processes in the firm over the time
period of the study within the broader socialk, economic and political context
surrounding each of the firms being studied. It also allowed the gathén'ng of ‘time
series data’, which was not possible in the initial interviews (Easterby-Smith, Thorpe &
Lowe, 1991). The initial interviews could only seek an understanding of the post-
rationalisation of the intentions and the activities of the respondents. Gathering of time
series data through a series of semi-structured interviews taking the form of managed' |
conversations, enabled the author to examine the intentions of a firm, the pr‘ocess it
underwent and the outcome of its actions. This enabled the data collected to be

comprehended and synthesised in relation to the context from which it emerged.

Studying the firms longitudinally was a central component in the research strategy of
this thesis, allowing the author in the verstehen tradition to build an empathy with the

research subject through the personal contact built up over a period of time (Patton,
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1990). Building an empathy with the people within the firms being researched was
essential, enabling the author to develop the ability to understand the totality of the
position, feelings and experiences of the research subject, in the context of their
“surroundings. A contributory value of this thesis as previously described, is that the

theorising is grounded in the data itself, through the process of analytical induction.

The data collection methods chosen allowed the researcher to explore the themes
identified and enabled a dynamic and holistic view to be built of the behaviour of the
- firms studied over the duration of the study. An aim of this thesis was the development ,
of insights into the dynamic nature of the firms that competed effectively over a period
of time, studying the firms longitudinally was therefore essential. In the following
sections, the choice of sample, the questioning techniques, instruments and methods

used to analyse the data will be examined.

Sample Selection

In selecting the sample of firms, a number of issues needed to be addressed. By what
criteria should the sample of SMEs be selected; how should access to the firms and their
co-eperation be gained and by what criteria should the firms, to be studied

longitudinally, be chosen?

The sampling process was undertaken in two stages. Firstly, firms who were viewed as
competing effectively on international markets were selected for the initial interviews.
Secondly, a sample from these firms was selected to study longitudinally. The question
as to what was an appropriate sample, was essentially a trade-off between breadth and
depth. In qualitative research the term purposeful sampling (Patton, 1990, p.169) is
used to explain the logic that uhderpins the sampling approach used. The logic of
purposeful sampling argues that one can only learn about the issues of central
‘importance to the purpose of the research if one samples units for research that are rich
in information. The objective of the initial interviews was to generate data from which
the process of analytical induction could commence, and themes to  pursue
longitudinally be identified. It was important, therefore, to select firms who were able

to illuminate the study of how SMEs compete effectively on international markets.
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In Chapter 2, the debate as to what constituted success, and what criteria were used by
previous researchers to measure success, was evaluated. In the group discussions held
prior to the initial interviews with SMEs, the issue of how firms assessed their own

effectiveness on international markets was debated at length.

There were several conclusions drawn from these two sources which had implications
for sample selection. Firstly, that firms evaluated performance on international markets
on several levels and, therefore, research investigating SME activity on international
markets had to investigate success both at the level of the firm and the level of the
venture, as both levels of activity made contributions to international competitiveness.
However, as was discussed in Chapter 2, it was recognised that if the firm was to
succeed in the long term, the success of a particular venture would contribute to the
survival of a firm in a competitive environment (Cavusgil & Zou, 1994 and Styles,
1998). Therefore, in evaluating international competitiveness, the contribution of those
ventures to a firm’s competitiveness over a period of time needed to be assessed.
Secondly; the expectations of the management team of the firm were integral to a firms
perception of success and, therefore, an assessment related to the aims and objectives of

the firm over a period of time, was also necessary.

The conclusions of the group discussions were consistent with the author’s conclusion .
in Chapter 2, in that the sample selection process required a composite measure to
capture the multidimensionality of international competitiveness (Saimee & Walters,
1991; Cavusgil & Zou, 1994; Rao & Naidu, 1992 and Matthyssens'& Pauwels, 1996).
This does differs from some of the studies discussed in Chapter 2, which were criticised
for their tendency to use individual measures as the sole criteria for evaluating

performance.

The study carried out by Doole, Stokell & Lowe (1996) was used as the sampling
frame. In this survey, a stratified proportional representative sample of 758 SME
exporters with employees of less than 250 employees was surveyed in the South
Yorkshire area of the UK. The sample for this survey was drawn from the export
databases of the local Training and Enterprise Councils and Business Links. A total of
224 useable questionnaires were returned. The objective of the study was to generate

data on the export-marketing activities of SMEs in the region of South Yorkshire.
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Respondents were asked a range of questions investigating their export marketing
activities, the strategies they pursued as well as their attitudes and opinions as to the
_opportunities and problems competing internationally presented. The database built -
from the responses to this study was interrogated through a number of sequential
questions, to select the sample for the initial interviews. The questions incorporated the

following enquiries of the database:

. Competing internationally for at least five years

. International sales accounted for more than 25% total turnover

«  Consistent record of increasing international business over the previous five
- years ’

. Perceived profitable margins on international sales

*  Proactively developing new international markets

. Evidence of successful international developments

These initial enquiries resulted in a list of fifty firms. Further inquiries were then made
to build an understanding of the possible firms to be included in the sample. Opinions
were sought from the participants of the group discussions with knowledge of the firms
in their locality. Other sources included local press, published company information as
well as telephone conversations with potential respondents to ascertain their suitability
for inclusion in the sample. A key criterion in choosing the final sample was to ensure
that within the resource constraints, there was the maximum variation possible. The
aim of the strategy of purposeful sampling was to enable the study to capture and
identify the central themes of the research, whilst ensuring heterogeneity of the cases
being investigated. The final sample of 25 firms was chosen to ensure maximum
variation (Patton, 1990, p.172), firstly, as to the size of the firm, secondly as to the
industrial sector to which they belonged and thirdly, as to the spread of international
markets in which they operated. Details of the firms included in the sample for the

initial interviews are given in Appendix L

It is suggested that a sample of 25 firms, selected on the basis described, was small
enough to enable the study to generate high quality and detailed findings, but large
enough to identify important shared patterns across the firms studied, from which, given
the heterogeneity of the sample, the research themes to pursue in further depth could be

derived.
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Longitudinal Sample

The notion of purposeful sampling was applied to the selection of firms to be studied
longitudinally. It was important, therefore, for the author to be clear as to what the
purpose of the sample was. The objective of studying firms longitudinally was to build
a rich and detailed understanding of the behaviour of firms competing effectively
internationally over a period of timé. This meant that, in selecting the sample, the
author was principally concerned with how the individual firms selected would
contribute to this understanding, rather than whether the sample was particularly

representative of SMEs in South Yorkshire.

In selecting the sample of firms to study longitudinally, the author had the benefit of the
" knowledge and understanding gained from the i‘nitiaI interviews. This understanding
was drawn upon in establishing the sample. The selection was based upon the potential
information richness (Patton, 1990, p.181) of firms in light of the emergent theory.
Information richness was defined by the research themes identified in the analysis of the
initial interviews. As will be discussed in Chapter 4, three research themes were

identified to pursue longitudinally:

d the role of strategy development in competing effectively internationally
. the role of relationships in competing on international markets

o the dynamic processes through which firms engendered competitive

effectiveness on international markets over a period of time

Firms selected for inclusion in the sample were seen to be a source of rich information
of the key research themes and showed evidence of development in these areas. They
were, therefore, viewed as, potentially, providing rich live case material yielding

interesting information over the time period of the study.

“The validity and meaningfulness and insights generated from qualitative enquiry have
more to do with the information richness of cases selected and the observational
/analytical capabilities of the researcher than with sample size”(Patton, 1990, p.185)

As stated previously, building empathy with the managers within the firms being

researched was regarded as essential, if the author was to understand the totality of the
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position. It was essential to build an understanding of the feelings and experiences of
the research subject within the context of their surroundings. To build such a close
relationship with the firms meant only a small sample size was feasible, as each case
studied would generate a vast amount of data. A sample of six firms was selected to

study longitudinally.

Table 3.2: The Sample Selected for Longitudinal Study

Firm Turnover Employee Size Band Sector

B FRail £1.5m 10-24 Construction & Railways
Flybait £1.3m 10-24 Fly fishing tackle

Williamson £14m 100-199 Knives & Cutlery

Stadium £20m 200 + Aerospace / medical instruments
Thompson £18m 100-199 Special Steels

Fox £2.8m 25-99 Industrial Safety Lamps

In Chapter 5, the reader will be introduced, in some depth, to each of the six firms. For
reasons of confidentiality,each of the firms was given a pseudonym. The strategic
development of each of the firms over the period of the study will be explored, and the

reasons for their inclusion in the research study elaborated.
Question Techniques

The objective of the initial interviews was to explore the capabilities of SMEs viewed as
competing effectively on international markets. Thus, the task was to generate data in
this area to identify themes to be pursued longitudinally. A questionnaire (see
Appendix II) was used at this stage of the research, as it was felt that this approach
facilitated the generation of data on a wide range of topics and allowed the exploration
of the respondents feelings and opinions, as well as eliciting descriptions of

experiences, behaviours and activities (Patton, 1990).

The questions were designed to give an understanding of the firm’s activities and
behaviour on international markets. A range of open-ended questions were asked to
generate free and open discussion relating to the company itself, the markets in which
the firm operated, the strategies they pursued, management attitudes and aspirations,

perceptions of risk and critical events in the development of the international market
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portfolio. The questionnaire was implemented in an open and unrestricted manner.
Discussion was respondent-led in all question areas. All interviews were taped and
fully transcribed. The transcriptions formed the main vehicle for the subsequent

analysis of the data.

Some closed-ended questions were asked. Whilst closed-ended questions are commonly
associated with quantitative data collection methods and deductive methodologies, if
combined with qualitative research methods they can enhance the validity of the
findings (Erlandson et al, 1993). Used in a preliminary survey, closed-ended questions
can help to validate the inferences from the open-ended questions, and provide
background information to facilitate further in-depth investigation, and so improve the

quality and efficiency of subsequent interviews.

Respondents were asked to assess their actual behaviour with regard to a number of
export marketing activities. The aim was to collect non-judgemental data from the
perspective of the respondent, on a range of possible processes and practices that could -
be undertaken by the firm and to seek their assessment of the role of these activities in
their international marketing activities. The subsequent analysis of the data generated
on éxport marketing practices and processes resulted in a number of valuable insights
into the activities and opinions of SMEs which proved significant in planning and
developing the research strategy for the firms that were followed longitudinally. As
well as being able to collect behavioural data, the discussions also signalled potential

change processes and critical events that could be interesting to follow longitudinally.

The intehtion, in studying the firms longitudinally, was to explore inductively the
themes identified in the initial interviews and investigate how these capabilities
manifested themselves overtime. In-depth discussions took place with each of the firms
selected, at approximately six to nine monthly intervals throughout the period of the
study. The interviews in the firms studied longitudinally took the form of managed
conversations. Discussions focused on building stories around the change processes
and the critical events that occurred in the international development of the firm over
the period of the study. Coffey & Atkinson (1996) suggest that stories and narratives
told by respondents provide a useful mechanism for understanding how the respondents

themselves make sense of their own set of experiences. In studying the firms
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longitudinally, the collection of narratives and stories enabled the author to collect data
as the story unfolded. This provided the author with a starting point for the analysis of
the data. The stories built were revisited and re-explored from a number of perspectives

as the analytical induction process unfolded.

For thése reasons, it was felt that the critical-incident technique offered potential in
enabling the researcher to collect the data to build the stories and narratives over a
period of time. The critical-incident technique allowed for the intense probing of the
respondent, especially where step changes in the organisation were being made
(Mintzberg, 1973). Flannagan (1954), proposed the technique, describing it as “a set of

procedures for collecting direct observations of human behaviour” (p.354).

These procedures are, essentially, for collectmg observed incidents whlch have special
mgmﬁcance and meet defined criteria. A cntlcal incident is deﬁned as being “any
observable human activity that is sufficiently complete in itself to permit inferences and

predictions to be made about the person pérforming the act” (Flannagan, 1954, p.327).

Bitner (1990), in using this technique to study service encounters, defined a critical
incident as “one that contributes or detracts from the general aim of the activity in a

significant way” (p.73).

She argued that the incidents studied should be discrete and incorporate sufficient detail

to make observation feasible. They should also have three important qualities:

“the actions of the participants should be sufficiently complete to enable inferences and
predictions to be made about the participants; the intent of the participants actions should
be clear; and the consequences of the actions should be definite enough to ensure there is
no doubt concerning the effect of the actions concerned” (p.75).

- This technique has béen used by qualitative researchers to great effect, particularly in
conjunction with in-depth interviews (Easterby-Smith, Thorpe & Lowe, 1991). Use of
the critical-incident technique in this study enabled the author to build a number of
 stories by investigating particular incidents and examining how they developed over
time. The techniqué was also useful in helping the respondent to focus on key
developments in the firm, to examine the problems they encountered in some detail and
‘to illustrate, quite specifically how that problem was overcome. Perhaps more

importantly, the stories enabled the author to assess the key events in change processes
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rather than merely rely on the post-rationalisation of the respondent. The objective, as
articulated by Chell (1998) was to “gain an understanding of the incident from the
perspective of the individual, taking into account cognitive, affective and behavioural

elements” (p.56).

At each visit the respondent was asked to cbnsider three types of critical incidents
which may have occurred in the intervening period. Firstly, typical incidents which
were representative of the way the firm operated, secondly, negative incidents, which
perhaps disproved expectations and thirdly, exceptional incidents, ones that were
unusual and different from the normal practices of the firm. At each visit the
respondent was asked to keep a number of “critical-incident forms” in their desks (see
Appendix IIT) to jot down notes regarding incidents as they happened in the period
between visits. These notes would consist of what the incident was, what led up to the
incident, what was the outcome and any subsequent actions to which the incident led.
These forms were then used as a basis for discussion at the next meeting. In three cases,
these forms were carefully completed. In the other cases attention to them was more
sporadic. However, even in these cases it was evident the forms had been looked at

prior to the interview and so enhanced the mental preparation of the respondent.

Interviewing

A major issue, to be faced in interviewing, is that of gaining access to those firms
selected to be part of the sample and gaining their co-operation. In the Doole, Stokell &
Lowe (1996) survey, the firm’s willingness to co-operate with any further studies was
ascertained. The fieldwork for the study was financially supported by the Department
of Trade and Industry for Yorkshire and the Humber, and actively supported by the
Chambers of Commerce and Training & Enterprise Councils of South Yorkshire. This |
proved to be a motivating factor in gaining the co-operation of firms, who perceived the

study as having a high level of importance attached to it.

The author was concemned that gaining the co-operation of firms to take part in
longitudinal research would prove problematic. Firms had already given their time in
the initial interviews and to study the firms longitudinally would require a considerable

time commitment. Surprisingly, all the firms contacted were willing to take part. This
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was due to two reasons. Firstly, following the completion of the initial interviews, a
summary report was sent to all respondents. This discussed the main findings but also
thanked the respondents for their co-operation and explained the intention to take the
research further by studying a small sample of firms longitudinally. Thus, ‘when the
firms were contacted, they were already aware of the outcome of the first stage of the
research and understood the objectives of the future research and were more than

willing to offer their reflections as to the appropriateness of the findings so far.

Secondly, a number of respondents remarked that they had found the first interview
interesting and useful to therh in helping them to reflect on their international
development, something, as small firms, they rarely had time to do. Thus, in agreeing
to co-operate in longitudinal research, the respondents felt they were also gaining the
opportunity to sit back, reflect and think about their firms in ways they had not done

before.

Lincoln (1985) suggests this is consistent with the co-operative nature of the naturalistic
paradigm and argues that it is perfectly legitimate to engage in a negotiation process
with respondents about research results. “Research results are not to be ripped off like
cultural artefacts from unsophisticated primitive people. Like artefacts, they belong to
those who made them and are to be shared, if at all, in some mutually agreecable

fashion” (p.153).

This principle of checking the findings and their interpretation with the respondents

after each interview continued throughout the study.

The interviews of the sample of firms studied longitudinally took the form of managed
conversations. The author had an agenda of issues to be covered during the course of
the interview with a particular firm. This agenda was based on the outputs of the
previous interview and the issues, stories and change processes that were being
followed with each individual. However, the interviews did tend to be free ranging and

directed by the respondent.

In all cases the director / manager responsible for export sales was interviewed. In

smaller firms this tended to be the Managing Director, in others the director / manager
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for export sales. In a number of cases more than one respondent was interviewed.
These were either the Managing Director with the export sales director / manager (Fox)
or, in two cases, the two directors responsible for exports. In one case (Stadium), the
export sales were organised by product division (aerospace & medical), whereas in the

case of Williamson, the original respondent left the company.

Generally, each interview lasted approximately two hours, sometimes longer. The firms
were visited approximately every six to nine months, the initial interviews were
conducted in the autumn of 1996, the final interviews taking place in February 1999.
Each interview conducted was taped and fully transcribed to enable full qualitative
analysis. Documents relevant to the research were also collected from the firm at the

time of the interview. Additional documents were collected as appropriate.

After each interview a “contact summary form” was completed (see Appendix IV).
This summarised the main issues discussed, the themes pursued, notes on any
speculations, hunches and reflections arising from the discussions. This ensured that-

salient issues of each interview were captured and remembered.

Analytical Procedures

In analysing data the qualitative researcher has three major dilemmas to resolve. The
sense-making dilemma; how to represent data - qualitative data is acknowledged as
being potentially contradictory and messy, and so it is important that some kind of
mechanism is designed to manage the data collected. The representation dilemma; how
to represent the different opinions, as a qualitative researcher' must ensure the fair
representation of all opinions. Finally, the legitimisation dilemma: how does a text
legitimise itself, if a qualitative approach is to be satisfied with local, pragmatic

rationales for naturalistic interpretations?

In answering these dilemxﬁﬁs, the analytical procedure used followed the sequence of
steps recommended by Miles & Huberman (1994). They defined data analysis as
consisting of three concurrent flows of activity: data reduction, data display, and
conclusion-drawing and verification (p.9). These steps were seen as useful in resolving

the dilemmas identified above.
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Unreduced data, in the form of original transcripts, is too cumbersome for the data
processing abilities of most researchers. This was certainly found to be the case by the
author in analysing the data from the initial interviews. To facilitate the analytical
process, use was made of the NUD*IST (Non-numerical, Unstructured data by
supporting processes of Indexing Searching and Theorising) software for qualitative
data analysis of the firms studied longitudinally. NUD*IST was enormously helpful in
the three ways. Firstly, in reducing and organising the data, NUD*IST enabled the
author to easily store the data and manage the various categories of data. Secondly, it
helped in the display of the data by allowing it to be coded and retrieved in a variety of
ways. It also allowed the text of interviews to be searched by key words or phrases.
Finally, it helped in the reporting of the data by providing access to memos, quotes and
the building of reflections as the analysis progressed. Thus, it made the vast amounts of
data, collected in the study, much more accessible and easier to maﬁage. It therefore
made the analytical process of representing the data and conclusion-drawing a much
smoother process. Finally, by using NUD*IST the author was able to establish a full

audit trail.

Critics have suggested that software packages such as NUD*IST lead the researcher
towards reductionism and constrain analysis of qualitative data (Richards, 1997).
Reservations have also been expressed that the use of software packages force the
researcher to adopt set procedures and so result in the computer controlling the
analytical process, not the researcher (Buston, 1997). The experience of this author was
that the use of NUD*IST allowed me to manage the large volumes of data generated
from the study much more effectively than had the anaiysis been carried out manually.
It also meant it was possible to search the data and switch between data sets more
efficiently and effectively than if I was relying solely on hard copies. The use of

NUD*IST was more akin to a data management system than a data analysis system.

The downside, for the author, of using the software package was therefore not in terms
of the outcomes, but more related to the time it took to learn the package and the time

taken in preparing the raw transcripts for the NUD*IST software.

The steps taken in the analysis of the data is illustrated in Figure 5.
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Figure 5: The Analytical Procedure

Research Stage Analytical Steps Outcomes
Group Discussions > Analysis of Synthesis of 5 Data generated for input into
discussion. questionnaire  and  sample
selection

v

Initial Interviews Taped interviews: ¢ Data generated on export
25 Firms Transcription of tapes marketing  practices  and
. . ) processes
—»| Variable oriented coding —P| o Identification of research
Cross case analysis themes to study
longitudinally.
* Selection of the six firms for
further study.
Longitudinal research ‘of six * Taped interviews * Number of
firms : : ¢ Transcription of tapes - Narrative and stories
' * NUD*IST software used for - key events and developments
analysis , - change processes

o ) ) - relationships formed
—p| Within case analysis Coding |—3P»{ - strategies pursued

Display - cultural dimensions of the
Cross case analysis firms
Coding case oriented
theme oriented
pattern codes
Process of Analytical Induction Development of theories ground Development of substantive
in the data theories ground in the data
generated

—pp| Verification through process of |y,
validating by interrogation of
findings and emergent theories

by respondents
Discussion and evaluation of Synthesis of analysis and theory An holistic theory of the nature
findings —»| development and conclusions [—P>| of SMEs competing effectively
drawn on international markets

The following sections discuss how the author undertook each of the stages in the

process of analysing the data and drawing conclusions from it.
Data Analysis

Data analysis for the 25 initial interviews was in two stages. Firstly using in-vivo_
codes, that is codes derived from the information given by the respondents, and
secondly, by analysing the data generated from the closed-ended questions. A variable
oriented approach to cross-case analysis then took place to integrate and synthesise the

data, in order to capture the emergent themes based on the patterns and associations
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identified. Given the objective of the initial interviews was to identify themes of
research interest to pursue longitudinally, this was thought to be more relevant than

“building up detailed case descriptions.

Data analysis for the firms studied longitudinally was also undertakeﬁ using in-vivo
codes, as opposed to apriori codes. Apriori codes are determined prior to the analysis
and more appropriate to a deductive methodology. In-vivo, or open, codes were used
due to the exploratory nature of the research and to allow themes to emerge inductively
from the data itSelf. Glaser (1992) stressed the importance of allowing the categories to
emerge from the observations made in grounded theory. Bogdan & Biklen (1992)
suggest that codes be centred around factors such as the setting and context of the
interview, the different perspectives taken by the respondents, particular' activities or

events, and the social structures and relationships that become evident.

Erlandson et al (1993) refer to this process as emergent category designation (p.118).
In naturalistic inquiry the meaning of the data can be determined by the context from
which it arises. The issues raised during the course of the interview were often specific
to the firm itself and to the story or development being discussed. Rigid usage of
apriori codes, therefore, would have greatly restricted the analysis. Thus, the categories
to which data was placed emerged during the analytical process. Some categories did
change over the period of the study, codes were added as new insights emerged,
extensions were made to the codes when returning to material previously coded and
new data from the latest interview led to the emergence of new themes. Lincoln &
Guba (1985) recommend that, as the analysis develops, researchers need to identify
patterns in codes to move up to the next level of analysis and to provide a vehicle to
summarise data. Pattern codes tend to centre on four aspects, themes, causes /
explanations, relationships and emerging constructs (Miles & Huberman, 1994, p.70).
This, essentially, was the author's way of organising the data. As the process of data
collection progressed, reading the relevant theoretical literature and data analysis
interacted. Categories then emerged from the data. It was, therefore, important to
ensure that the designated categories allowed for the development of different incidents
and stories emerging over the course of the study. The use of NUD*IST made this
prbcess much easier for the author. As transcripts were re-read and revisited new codes

were easily added to the categories established and new searches undertaken to retrieve
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other relevant parts of the transcripts. Whilst the use of software packages have been
criticised by traditionalists in qualitative research, it is equally becoming recognised that
software packages such as NUD*IST support a grounded theory approach (Coffey et al,
1996 and Lee & Fielding, 1996). The facility such packages give the researcher to
establish hyperlinks in the text and to code and retrieve with ease, make procedures

possible that would be highly cumbersome to carry out manually.
Data Display and Writing Up

In order to display the data, interim casé summaries were written as a result of the
within case analysis and to engender the process of analytical induction and theory
development (Miles & Huberman, 1994). Each case summary consisted of three parts.
Firstly, a review of the findings - this consisted of a summary of the findings, together
with an exploration of the themes and patterns which Were beginning to emerge.
Secondly, an examination of the quality of data to support the findings, for example
illustrations of critical incidents, suggestions for re-analysis, and thirdly, the agenda for

the next wave of data collection.

As the analysis progressed, memos were written by the author to help start the process

of theory development:

“A memo is the theorising write up of ideas about codes and their relationships as they
strike the analyst whilst coding, it can be a sentence, a paragraph or a few pages it
exhausts the analysts momentary ideation based on data with perhaps little conceptual
elaboration” (Glaser, 1992, p.83).

The cross-case analysis was the final part of the analytical procedure, prior to the
discussion of the findings and the drawing of conclusions leading to the theory
deveIopment. The reason for cross-case analysis is to enhance and deepen the
understanding and explanations derived from the within case analysis (Glaser, 1978).
Another reason is to enhance the generalisability of the findings, although it could be
argued that this is of little relevance in a naturalistic inquiry, where the unique

contribution is within the specific context of the research.
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The problem is, as Silverstein (1988) articulated:

“researchers are faced with the tension between the particular and the universal;
reconciling an individuals case’s uniqueness with the need for a more general
understanding of the generic processes that occur across cases™ (cited in Miles &
Huberman, 1994, p.173).

Whilst the need for cross case analysis was evident, the method of analysis to use for
cross case analysis was less clear. In the analysis of the initial interviews, the choice
was made to use a variable-oriented approach. This was suitable at this stage of the
research where the aim was to identify research themes to develop longitudinally. The

context of the variables and case history of the respondent was not so important..

This was not so in analysing the longitudinal data given the importance placed on the
- collection of data through critical incidents and the number of time-series stories built
during the study. Using purely a variable approach could be useful in allowing the
researcher to look for themes that cut across the cases, but in doing that, the dynamics

of the stories told, and the context of the situation, may well be underplayed.

A case-oriented approach was seen to have equal difficulties. In selecting the sample
efforts were made to include cases which were information-rich in terms of the
emerging theory. Thus it was the themes, developments and events occurring in the

subject area that were of prime interest, rather than the firm per se.

Ragin (1993) suggests that rather than think of either a case or a variable approach, it is
probably more useful to think of a synthesised approach which “could allow analysis of
parts in a way that does not obscure the whole” (p.300).

It is this approach that has been taken in this research study. The fund of stories
collected through examining the critical events in the development of the firm was rich
in detail and it was important that this richness be preserved. The objective, therefore,
was not necessarily to write case studies but thick descriptions (Lincoln & Guba, 1985,
p.125) of the stories and events followed. It is from these thick descriptions of the
stories and events that the reader may understand the findings of the research and judge

their applicability to other situations of a similar context.
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Synthesis and Theory Development

As stated earlier in this chapter, the traditions of grounded theory were followed in the
inquiry. This meant theory development was inductively\derived through the iterative
process of data collection, data analysis and reading a wide range of literature, in
evaluating and synthesising the findings. Within the traditions of grounded theory the
role of existing theory is important in sensitising the researcher to the relevance and
significance of emerging concepts and explanations. Goulding (1999) suggests that it is
only by drawing from the wider field of knowledge and theory that the conceptual

leverage necessary for theory development can be achieved.

The remaining chapters in this thesis focus on the process of the comprehension,
'synthesis and the subsequent theory development within this research study. This was
~ by no means a simple process for the author, nor was it the linéar process of analysis,
evaluation and conclusion drawing which may be implied in the logic of the final
organisation of the chapters. The following chapters have had several iterations, and
have taken various forms, before reaching their final state. Using the data as the base
and the stories and narratives as the building blocks, the chapters were gradually built
thro‘ugh'the process of the comprehending the findings, re-analysing data, further
evaluating the findings in the context of the relevant literature and then a further process
of continuous reflection. Through this synthesis of analysis, conclusion-drawing and
emergent theory development, a contribution to the understanding of the nature of

SMEs competing effectively on international markets, was eventually constructed.
Verification & Trustworthiness

The intention of this research study was not to search for universal laws and deductively
test their validity in a statistically representative sample. The objective was to seek
explanations and deepen understanding to allow inductively-developed theories to
emerge. The research carried out for this study followed the traditions of the
naturalistic paradigm and aimed at the generation of a greater understanding of the

subject and the construction of a substantive theory grounded in the data generated.

Lincoln & Guba (1985) suggest four criteria by which the trustworthiness of findings

can be evaluated in a naturalistic inquiry: credibility, in terms of the truth value of an
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inquiry; transferability, addressing the applicability of the findings to other contexts;
dependability, with reference to the consistency of methods used and confirmability

which addresses the question of the neutrality of the findings.

Each of these criteria will be discussed in the context of the research methods used in

this study.
Credibility

In terms of credibility, the strength of carrying out the study longitudinally meant that
~ issues were not only identified, but also investigated further on subsequent visits. The
process of analytical induction meant that data was continuously reflected upon. This
allowed the emergence of issues, not immediately apparent, to be further eXplored on

subsequent visits.

Guba (1990) commented that naturalistic enquiry is a process of discovery and
verification and that, in trying to understand the real world, researchefs moved in
varying degrees from the discovery mode to the verification mode. This is reflected in
the ‘principles of analytical induction and the development of the grounded theory
tradition. Data analysis and synthesis happened simultaneously as the research
progressed, rather than sequentially as happens in deductive methodologies. After each
set of interviews the data was analysed and synthesised and ideas generated. These
findings and ideas then formed a part of the discussions at the next set of interviews. At
each stage the emergent findings and theories were negdtiated and validated through the

process of relaying back to the respondent the findings of the previous stage:

“What is discovered must be verified by going back to the empirical world under study
and examining the extent to which the emergent analysis fits the phenomena and works to
explain what has been observed” (Patton, 1990, p.60).

The substantive theory to emerge from this study, therefore, has been verified by being
subjected to interrogation by the respondents themselves at each stage of the research.

The final interviews held were an important conclusion to this process.

This is in keeping with the hermeneutic tradition which recognises that the outcome of

the process of interpretation and understanding can be equally of value to both the
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researcher and the subject being researched. McAuley (1985) suggests an important
element in the validity of the hermeneutic process is the investigation of the practical
knowledge of the research subject and then “feeding it back to them ( the respondents)

through the meta-language of social science” (p-296).

Such a process cannot be undertaken without the full co-operation of the respondent
firms. This was achieved in this study and enabled the researcher full access to the
knowledge required. The versfehen tradition (Patton, 1990), which stressed the
importance of understanding the research subject from the persons own viewpoint by
building an empathy with that person was fully maintained in the research process. An
important aspect of this was the continual feedback of the analysis of the findings to the

respondents.

Thus, consistent with the principles of triangulation, data was cross-checked and
interpreted from differing perspectives and was also gained by comparing information
from respondent to respondent. Triangulation was evidenced through the use of
different types of data collection methods (group discussions, semi-structured
interviews and managed conversations), the collection of data at different time intervals,
as well as the collection of data from other sources (for example, brochures, product

catalogues, annual reports and press cuttings).
Transferability

The findings of this study refer to the specific context within which the study took
place. The data generated was interpreted ideographically, in the context of the
| particulars of the firm, rather than in broad generalisations. There is, therefore, no claim
by the author that the findings are a universal truth that can be generalised to all SMEs.
There is, of course, a desire by the author, that readers of this thesis are able to apply the
findings to other situations. The aim of purposive sampling was to maximise the range
and depth of information gathered to enable comparisons to take place and to develop
insights into the nature of SMEs competing internationally, which could then be applied

by the reader to other contexts.
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The development of the thick descriptions (Lincoln & Guba, 1985) of the themes,
stories and events followed longitudinally enhanced this process. The resultant
narratives provide the reader with the depth of information necessary to understand fully
the context of the story and so interpret the findings of the study within their own
parameters. This, Skrtic (1985) suggests, is important in enhancing the transferability
of any findings. As the researcher cannot be aware of all the contexts to which research
findings may be applied, diligence is needed in describing the context of any narrative,

so the reader is able to judge the applicability of the findings to one’s own situation.

Dependability & Confirmablity

Erlandson et al (1993) suggest the establishment of an audit trail, that allowed an
independent auditor to assess the dependability and confirmability of the research
methods ﬁsed, is a final determinate of the trustworthiness of a research study. The
field work for this research study was financially supported. The author, therefore, had
a contractual obligation, as well as methodological reasons, for establishing an audit
trail of the data collection and analysis procedures. Records were kept throughout the
- research study, which enable the findings to be confirmed and their dependability

assessed in a number of different ways.

Transcripts of all interviews are available in hard copy as Word documents, and for the
sample of firms studied longitudinally, in the NUD*IST format, together with interview
plans, notes, contact summary forms and interview summaries. Interim reports are also
available detailing the progress of the research, interim findings and case summaries, as
well as the plans for the next stage of the research process at given intervals. Finally,
the NUD*IST data files allow an auditor to see clearly the analysis route taken by the
author in both the establishment of categories and the searches made. The use of
NUD*IST in studying the firms longitudinally also enabled the author to provide a
means through which the-findings of the research could be easily interrogated to
confirm quotations from the data, stories and narratives written and to establish the

direct linkage between the findings reported and the raw data.

It is proposed, therefore, that the research has been undertaken in a thorough and

rigorous manner within the traditions of the naturalistic paradigm. Whilst there is no
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claim that the study is statistically representative of the SME population, the
conclusions drawn are a valid and reliable base from which inferences and conclusions

can be drawn and future studies developed. N

Summary and Conclusions

In this chapter the methodological approach of this thesis was debated and the choice of
research methods evaluated. The research process undertaken wés described, and the
appropriateness of the choices made, justified. The research followed in the tradition of
the naturalistic paradigm and, as such, is a phenomenological study of an exploratory

and qualitative nature.

The epistemological stance taken required an inductive approach to theory-building.
Such theories are perceived as being grounded in the data. The principles of grounded
theory and the process of analytical induction enabled the development of inductively
derived theories based on a thorough and rigorous analysis of the data generated. In
Chapter 4 the findings of the initial interviews of the sample of 25 firms will be
evaluated and the research themes followed longitudinally clarified. In Chapter 5 the
reader will be introduced to each of the six firms studied longitudinally, prior to the

analysis of the longitudinal data.
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Chapter 4: Identification of Research Themes

Introduqtion

The aim of this chapter is to evaluate the findings of the initial interviews of 25 firms
conducted at the commencement of the study. The objective of the interviews was to
generate data on the activities in which SMEs engaged, when competing internationally.
The firms selected, as explained in Chapter 3 were all viewed as competing effectively
on international markets. From this data, the research themes to be pursued

longitudinally were identified.

A range of activities identified both in previous research and in the preliminary group
discussions were studied. The strategies the SMEs used to compete on international
markets and how the firms organised those strategies across and within their
international markets was investigated. The objective was to explore the basis on which
SME'’s were able compete effectively on international markets. The rationale behind the
sample selection and the design of the research instrumeht (see Appendix II) were fully

discussed in Chapter 3 and so will not be repeated in this chapter.

This chapter is divided into four major parts. In the first part the author will discuss the
role of this chapter in the context of the thesis and its relationship with previous and
future chapters. The findings will then be explored. These have been organised into the
three parts; what strategies were pursued, how international activities were organised
and why the firms perceived the activities in which they engaged were effective.
Within each section, the gaps and deficiencies in the data will be evaluated and how the
issues identified were developed in studying the firms longitudinally explained. Finally,
the chapter will synthesise the findings and introduce the research themes pursued

longitudinally.
The Context of this Chapter in the Thesis

In Chapter 2 of this thesis, it was suggested that a criticism of the previous research in
export marketing was that it predominantly followed the traditions of the positivist

paradigm and was often, too concerned with isolating the key variables that determined
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export performance. It was concluded that the body of literature assumed a relationship
through which SMEs responded in a deterministic manner to their external
~ environment. As a consequence of this, many studies examining determinants of export
.iJ‘erfonnance assumed a linear relationship between variables and focussed on
establishing the causal pattern of the relationship between the various categories of

independent variables.

The research underpinning this thesis follows in the tradition of the naturalistic
paradigm and, as such, the research is primarily a phenomenological study of an
"exploratory and qualitative nature. The epistemological stance taken, as discussed in

Chapter 1, required an inductive approach to theory building.

The contributory value of this chapter to the thesis is that it provides the bridge by
which the author moved from the perspective taken in previous research, to the
perspective required to explore inductively the nature of firms competing effectively on
international markets. Through an exploration of the data generated, it helped to

establish the boundaries of the research study.

It needs to be stated, therefore, at the outset of this chapter, that the aim, was not to test
whether one activity was more or less important than another, nor was it intended to
identify causal relationships that determined export performance. The aim was, rather,
to gather data on a range of activities and behaviours evidenced in the firm and to
explore from the viewpoint of the firms themselves why they were able generate a

competitive advantage on international markets.

As stated above, the discussion of the findings have been structured into three parts.

Each of these areas will be explored in the following sections of this chapter.

The Strategies SMEs Used to Compete on International Markets

A shortcoming of previous research identified in Chapter 2, was the fact that most of the
studies examined determinants of export performance from the perspective of the
completion of the export transaction, not the long-term competitiveness of the firm.

The author suggested that, in exploring the nature of firms competing effectively
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internationally, it was important to examine the strategic perspective of their
international development over the longer term. In the initial interviews of the 25
SME’s it was found that over half of the firms (52%) perceived themselves as having a
strong international portfolio of business in a number of countries and were actively
developing new markets. The other 48% perceived themselves as having a well-

developed international business strategy committed to international expansion.

All the firms sﬁrveyed saw international expansion as being central to achieving the
 future growth objectives of the firm. Most respondents saw this growth as being
achieved through increased business from their existing international customers (80%)
as well as from new markets (76%). Other respondents saw growth coming from new
product introductions (52%) or taking existing business from competitors in foreign
| coun&y markets (68%). A minority of firms saw growth as coming from their own

domestic customers internationalising (16%).

Thus, firms followed expansionist strategies in new developing international markets
based on a strong commitment to international development. The principle of the
strategy-environment co-alignment (Cavusgil & Zou, Porter, 1980; Venkatraman &
Prescott, 1990; Yeoh & Jeong, 1995), which stated that the fit between a strategy and its
context (in this case the international marketing environment), had implications for a
firm’s ability to compete internationally was recognised and discussed in Chapter 2. As
such, the strategic fit between external market conditions, managerial skills and
resources of the firm (Madsen, 1994; Axinn, Sinkula & Thach, 1994; Yeoh & Jeong,
1995) needed to be explored. Central to the resources the firms considered important

were, the products and services offered in the international market place.

Products

From the viewpoint of the respondent firms, supporting much of their success was the
fact that they perceived themselves as product leaders in the markets in which they
operated. This did not necessarily mean their products were of the highest quality, but
that the firms felt they were able to demonstrate clear added-value with their products
on international markets. However, it was unclear whether the firms succeeded in

competing internationally because they were product leaders, or, whether their ability to
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demonstrate added value to their products generated success and so meant they became

perceived, in their view, as product leaders in the market place.

Table 4.1: Product Policy

Respondents 0 1 2 3 4 5 Weighted
% % % % % % Average
The company is able to exploit clear product 16 1 1 9 3 69 39
advantages in export markets.
1. Its range of products is modified and adapted to market needs. 20 4 0 12 -0 64 3.6
2. Products have clear advantages over indigenous competitors. 16 0 0 8 4 72 4.0
3. The company are investing in a brand name internationally 12 0 4 8 4 72 4.1

Table 4.1 gives the percentage ratings by the respondent firms on how well they
perceived their performance in their international product policy on a scale of 0-5. The
weighted average (WA) of the scale is given for each componeht. In managing product
portfolios, firms felt they had the ability to exploit clear product advantages in export
markets (WA of 3.9) and that they had a distinct advantage over indigenous competitors
(WA of. 4.0) on international markets. Many of the respondents were relatively small
companies operating in industrial markets. Even so, they perceived themselves as
investing in building a brand name internationally (WA of 4.1) and were also prepared
to modify and adapt products to the needs of their export markets, and even to design
new ones to meet specific market needs (WA of 3.6). Thus, even though many of the
firms surveyed were relatively small, they felt they were investing in building an
international reputation and were able to exploit distinctive product advantages in their
- export markets and it was this ability that was the engine driving their success. There
was a high level of confidence in the quality of their products. This can be further

illustrated in the somewhat ambitious international product objectives the firms set:

“To consolidate our position as the worlds leading manufacturer of specialist tools for
woodworking”

“We manufacture and sell graphite electrodes to the steel making industries around the
world” '

“To produce the best membrane dry suit in the world”

“We provide technical solutions to the Oil, Gas and Petrochemical industries”
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These findings were consistent with previous research. The role the product offering
played in achieving a strategic fit on international markets has been emphasised in a
number of studies (Cavusgil & Zou, 1994; Madsen, 1989; Edmunds & Khoury, 1986;
Thirkell & Dau, 1998). The areas of product policy, viewed as key to achieving product
advantage in this study were seen to be the range of products available, the ability of the
firm to adapt and modify products and new product development. Whilst this maybe
true, it seems that it is really the firms ability to exploit its product advantage that was
the critical underpinning to the ability to achieve the strategic fit as identified in the

literature.

The product factor is only part of a firm’s total offering, and whilst a firm may
rationalise its success in terms of the product, this may be because it is the most visible
aspect of a firm’s activity. It is necessary therefore, to look in more depth at the role of
the products offered in the entirety of the firm’s resources and also at the process by
which the firm built its product offering to achieve a strategic fit in its international
markets. It is no doubt true that the firms studied had good quality products. However,
this piece of information in itself, does not give an insight into the underlying processes
which led a firm to this position. To do so, a firm's product strategy needs to be viewed
in the context of other behaviours and in relation to how the product helped the firm

seek an alignment within its international markets.

Marketing strategy is not just about products but also about markets (Ansoff, 1965). In
exploring the strategies pursued by SMEs it is necessary, therefore, to look at how the

firm approached this aspect of strategy development.

Market Development

Interestingly, the majority of firms operated in a widespread selection of markets. As
can be seen from Table 4.2, virtually half of the respondents operated in more than 20

markets, with some (20%) operatingA in more than 50.

Table 4.2: Number of International Markets in which Firms Compete

No. of markets 0-10 11-20 21-30 31-50 Over50 Mean Standard
i Deviation

% respondents 28 24 8 20 20 334 28.43
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However, this table belies the fact that firms had a definite hierarchy of markets. In
virtually all cases firms had distinct primary markets where at least 30% of a firm’s
export turnover was earned. The primary markets most often identified were
Scandinavia, USA and Ireland. These were followed by secondary markets that
accounted for between 10-30% of export turnover; France, Belgium, Germany,
Australia and the Far East being most frequently mentioned. Finally, firms had a
greater number of tertiary markets. Most common tertiary markets mentioned in this

study were Italy, South Africa, the Middle East, Japan.

Hallen & Wiedershem (1979) suggested the notion that SMEs, when operating on
international markets, identify their primary markets as the ones where they feel most
culturally at ease. Thus, the perception of the firm is that the psychological distance
between the international market and their home market (known as the psychic distance)
ié relatively émall.' Firms will work to reduce the degree of commitment and risk in
markets where the gap is perceived to be much wider and these they term as tertiary
markets. Klein & Roth (1990), in a study considering the effects of psychic distance
and international experience on the international development of firms, suggested that
the psychic distance effect (p.30) was usually a function of the firm’s perception of risk

and their lack of knowledge of foreign market conditions.

However, this was not always the case in the sample of firms studied. As'p‘reviously
stated, a significant percentage of the firms in this study operated in a large number of
markets, many of them tertiary in nature. In these cases, firms had relatively small
market shares in the foreign markets in which they operated. This seems to suggest that
the firms followed a market diversification strategy as opposed to concentrating solely

on a few foreign markets.

Olusoga (1993) investigated the effect of market concentration (an international strategy
with a narrow geographic scope) and market diversification strategies (a broad
geographic scope) on firms in the USA. He suggested that the two strategies generated

totally different consequences in terms of sales, market shares and profits.

Market diversification reduced market risks, enabled firms to exploit the economies of

flexibility and be more adaptable to different market needs, whereas following a
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market-concentration strategy enabled a firm to achieve market specialisation,
economies of scale, market knowledge and a high degree of control. For these reasons a
number of previous reports (DTI Winners report 1997, BETRO 1979) recommended
that small firms follow a market concentration strategy in order to concentrate resources
and achieve a greater market share. This conflicts with the views expressed in this
study where with such a small potential market share in any one market, it was
suggested by respondents, greater profitability was achieved by spreading across a

number of markets. One respondent indicated:

“You never asked how many towns in England we send to. To us the world is all the
same. It really does not make any difference, we are not near to any of our customers so
we have to arrange transport and documentation wherever they are, whether they are in
Aberdeen, Abu Dhabi or Australia.” (Valve manufacturer)

The findings of this study suggest that the respondents viewed themselves as operating
as international niche marketers, not necessarily as exporters to a particular foreign
country market. Consequently, once they had exploited that particular niche, they
looked elsewhere in order to develop and this was the reason they followed a market
diversification strategy. Thus customer development in new international markets was

more important than market share acquisition in the country they had already entered.

“We will only have one or two potential customers in the whole of a country, if we are
already dealing with them there is no point in developing it further, so it is a case of
knowing which other markets where there is potential.” (Specialist steel stockholder)

“We focus on a few select customers and try to expand all the time by identifying and
targeting selected customers who have been specifically aimed at.” (Cutting tools
manufacturer)

If this is the case, perhaps the appropriateness of using market share as an indicator of
performance on international markets (Zou, Taylor & Osland, 1998; Madsen, 1989,
1998) needs to be questioned. It also questions whether increased market share in a

foreign country market is an appropriate objective for an SME.

Katsikeas & Leonidou (1996) compared the profiles of firms who pursued a market
concentration strategy with those who followed a market diversification strategy
amongst a samplé of SME food manufacturers in Greece. They concluded, in their
study, that the firms following a market diversification strategy were much more

proactive and attached greater importance to the pursuit of building a strong portfolio of
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‘international business whereas market concentrators tended to follow a reactive, or
passive, export approach. This was consistent with an earlier study by Da Rocha et al
(1990) of Brazilian SME manufacturers. They identified a positive relationship

between foreign market diversification and aggressive export involvement.

It seems there is evidence of such attitudes in this study. The respondents seemed to
view their international markets in terms of customers, not necessarily in terms of
countries, and so sought those customers in as many countries as possible. This is
important as it gave them the means of focusing their strategies towards the needs of
their customers and gave the firm a much clearer view of how their products should be

positioned in those markets.
The Role of Strategy Development

Although respondents viewed themselves as international niche marketers, i’t did not
necessarily mean that the firms expanded to all parts of the globe at once. Only two
companies planned to develop by expanding into as many markets as possible. All the
other firms saw international expansion as a sequential process focusing on a few select
customers at a time.
“Because we export to a lot of countries people get the wrong idea and think we are
madly trying to do everything everywhere. It’s not like that, yes we treat the world all the

same, but when it comes to customer development we look at one or two at a time.”
(Hand tool manufacturer)

“The UK was our first market, the next step was Europe and then our markets further
afield.” (Cutlery firm)

“We have established markets which run themselves, ones we are developing in the short
term and others we are looking at long term”. (Industrial safety lamps)

"Thus, the international development of the firms had not been one of uncontrolled

growth and, whilst they proactively pursued international business, this was an

evolutionary and steady process.

A limitation of focusing purely on the initial interviews is that issues can only be
explored through the views of the respondents reflecting on an historical process. It is
difficult, therefore, to gain an insight into the actual process firms went through in

developing their international strategies. For instance, it is unclear whether the
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strategies gradually emerged over time or were a result of a formal long-term planning
process. It was also difficult to explore whether the firms had been highly proactive in
their strategic orientation, or whether the resultant strategies were simply a result of a

reaction to environmental forces.

The influence of strategic orientation has received relatively little attention in SME
literature (Aaby & Slater, 1989; Cavusgil & Zou, 1994). Few previous studies have
directly explored strategic orientation in an intematidnal context particularly from the
point of view of SMEs competing on international markets. Wood & Robertson (1997)
examined the relationship between proactive and reactive strategic orientation and
export success in a sample of 137 SME manufacturers in the USA. They suggested a
proactive strategic orientation was the starting point for the export success of a firm and
that the commitment of a firm to analysing it’s foreign markets combined with a desire

to beat domestic competitidn, was a demonstration of a proactive strategic orientation.

In the initial interviews, the evidence suggested that a proactive strategic orientation
played a role in supporting a firm’s capability to compete overseas. How that strategic
orientation manifested itself in the long-term performance of the firm, the role these
factors played in achieving international competitiveness, and how international
strategies were developed were questions left unanswered in the initial interviews. For
this reason the issues raised in this section were viewed as one of the research themes to

pursue longitudinally.

This section gave an indication of what the firms did, how firms structured and
organised those activities across international markets will be explored in the following

sections.

How The Firms Structured and Organised their Activities Across International

Markets
International Market Intelligence

The role of intelligence gathering in building the capability of an SME to compete

internationally has received some attention in the previous SME exporting research
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literature. Aaby & Slater (1989) viewed it operationally as an important competence.
Equally, Cavusgil & Zou (1994) and Sriram & Sapienza (1991) identified that
investment in market research was needed to support successful export marketing and
attributed failure on international markets to a lack of market knowledge. However,
neither of these authors examined the intelligence gathering process in the context of its

contribution to competing effectively internationally.

The evidence from this study suggested that companies invested heavily in ensuring
they had good quality and relevant market information on their markets. However, very
few of the firms carried out any formal or structured process of marketing research. It
seemed that intelligence was gathered on an informal basis and through networks of
contacts, rather than through a systematic formal process. In defending this, firms
expressed the view that, whilst they did not cérry out foﬁ‘nal research, they had an
efficient method for gathering intelligence on their markets. Table 4.3 details their

assessment of their intelligence gathering activities.

Table 4.3: Intelligence Gathering Practices

0 1 2 3 4 5 WA
% % % % % %

There is a systematic process for the collection and use 51 4 12 4 5 25 19

of published international market information.

1.  The company kegularly makes use of support service 56 0 8 4 0 36 2.1
information

2. The company subscribes to industry, trade and government 28 8 16 4 16 28 26
research publications.

3. The company regularly makes use of on line information 68 4 12 4 0 12 1.0
sources, such as the internet.

The company fully invests in ensuring it has a thorough 13 0 5 6 5 60 38

knowledge of its export markets.

1. It has knowledge of competitor activity. ’ 16 0 4 12 0 68 39

2. Itregularly surveys export markets. 12 0 4 16 4 64 39

3. It has a system of information retrieval from key 12 0 8 20 12 48 3.6
intermediaries.

The company makes full use of external support 24 7 8 7 5 49 31

services to gather information.

1. There are strong links with local business link & local export 32 4 12 8 8 36 26
club support services.

2.  They have a close working relationship with their bank. 8 0 8 0 0 84 44

3. They make full use of national DTI information and support 32 16 4 12 8 28 23

services.
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As can be seen from Table 4.3, there was very little evidence that firms had a systematic
process for the collection of published market information (WA of 1.9). 56% of the
sample had never used information from UK support services and 68% had never used
external consultants to gather information of this nature. This trend is reflected in the
firms’ use of external support services generally. All respondents had close
relationships with their banks (WA of 4.4) but the links with external intermediaries
such as Business Links and Chambers of Commerce were sporadic. 32% had no links
- whatsoever whilst (36%) had extremely close links with the local services and 28% had
close links to the DTI. Seemingly once a fruitful connection with the local support
services was made, firms developed the link substantially. If the connection did not

bear fruit immediately, then contact with them would end.

However the firms did feel that they fully ensured that they had a thorough knowledge
of their export markets (WA of 3.8). The firms scored relatively highly in this section

and there was evidence that firms felt they had good knowledge of competitor activity

in markets (WA of 3.8), that export markets were regularly surveyed (WA of 3.9) and

that they had a system of retrieval from key intermediaries (WA of 3.6).

It séems respondents relied very heavily on gathering intelligence through a series of
networked relationships, which they themselves had built. Thus respondents placed a
greater value on the system of retrieval of information from their intermediaries in the

international market place than, for instance published sources of secondary data.

Respondents were asked to explain how personal contacts helped them evaluate
opportunities in foreign markets. Over half the respondents said the contacts in the
foreign market had been important in, firstly, alerting them to opportunities in the
market (52%), secondly in providing valuable information (56%), and thirdly in helping
them find their way through the maze of local Bureaucracy (50%).

These findings are consistent with both Styles & Ambler (1994) and Madsen (1987)

who identified that the most valued sources of information for SMEs were interactions

with key network members such as retailers, wholesalers, importers and distributors.
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Styles & Ambler (1994) argued that it was a firm’s relationships which were
responsible for providing information and resources to the firm and that this was critical
in facilitating better decision making and the development of the firm in its international
markets. How the firms gathered intelligence through their network of contacts, whiéﬁ
intelligence was critical in strategy development and how it was used, were considered

important research themes to pursue longitudinally.

An indication of the type of intelligence gathered and how SMEs used intelligence
could be observed from the data generated in the initial interviews. As niche marketers,
firms had a very clear picture of the characteristics needed to indicate evidence of
potential customers in any market. Thus, they did not amass descriptive country
information. Firms focused intelligence-gathering on identifying specific criteria which
acted as indicators of potential customers. The view was expressed that, as they had
quite speciﬁc intelligence requirements, they found a lot of general published

information not relevant to their needs.

“When we embark on a market research program it is not on a country-to-country basis,
we identify potential customers by looking for manufacturers of specific equipment at
specific prices.” (Steel stockholder) '

" “We look for pretty clearly-defined parameters. It tends to be an affluent well-established
hobbyist market, a fair amount of forest and natural timber and a culture of wood
working.” (Wood working tool manufacturer)

“For us, it is a reasonable climate, a developing economy and little competition.”
(Fishing tackle supplier) ‘

“We examine who has won important contracts world-wide and then target them.”
(Engineering) :

"We look for manufacturers who are changing their production bases as that means
opportunities.” (Steel rolling equipment)

By doing this they were able to eliminate large numbers of potential markets and focus
in on ones with potential. Having satisfied themselves there were indicators of a
customer base, factors such as difficulties in accessing the market, competitive activity

and customer needs were then investigated.

The evidence seemed to suggest that market intelligence was part of the iterative
process, critical in helping firms decide how to compete on international markets. As
such, it played an important role in supporting the strategy development process of the
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