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ABSTRACT

Increasing emphasis has been placed on the need for manufactured
exports to make a more important contribution to the New Zealand economy,
due to declining demand for agricultural produce and a growing balance
of trade deficit. The New Zealand government, over the past twenty years,
has introduced a variety of export incentives to encourage manufacturing

firms to export.

The ailm of this thesis is to examine what happens to manufacturing
firms when they expand their operations to international markets. The
adoption of the export function has implications for growth and survival of
firms, especially for small firms which predominate in the New Zealand

manufacturing sector.

Firms can be classified according to their different stages of
organisational growth. Thresholds must be overcome if a firm is to develop
and expund its dperation space. The stages theory ol firm growth is
analogous to the stages theory ot exporting behaviour = o Lirm fncreascs fvs

international orientation and foreign market commitment in incremental stapes

as it acquires knowledpe and oxpericence in the exporting ticld.

Discussion centres on deseribing the actual exporting activity of
manufacturers at a macro level. This discussion then provides a platform for
analysing the exporting behaviour within the individual firms and finally
leads to an examination of how exporting firms have contributed to the

peripheral urban economies to which they belong.
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MANUFACTURED EXPORTS IN NEW ZEALAND

In the past, the cconomic well=being of New Zealand has largely been
determined by the state of its international trade. Traditionally,
New Zealand's primary source of overscas funds has been the sale of primary
produce. With the decreasing demand for and relative price received for
New Zealand's exports of agricultural products, due to overscas tariff
barriers and quota systems, there emerged a necd for manufactured products

to comprise a greater share of the total export mix.

In the early 1960's, the New Zealand Government recognised the nation's
vulnerability with respect to its dependence on primary produce for overseas
trade receipts and that it needed to create an economic climate which would
encourage exporting activity in manufacturing firms. In Octeber, 1962,

New Zealand's first tax incentives for manufacturing exporters were
introduced. These were to be the [irst of many measures taken by the

government to promotce manufactured exports.

In 1974, the extent of a new balance of pavments problem beeame apparent
and once again the need to stimalate evxports was recopnised.  Expurts make
up a large proportion of the gross domestic product, so it is reasonabloe to
assume that the relative poor performance of the economy is largely connected
with the slow rate of growth of export receipts. New Zealand's terms of
trade, represented by the export and import price movements (as a proportion
of the volume of domestic production), are shown in Table 1.1. A factor
which has contributed to the external balance of payments deficits in recent
years is the rise of oil prices. However, New Zealand's terms of trade

figures have shown a significant improvement since 1975.

The government's policy of increasing export earnings from manufacturing
firms has apparently been successful. Today, although agricultural production
is still most important in the economy, the composition of goods traded has
been changing. Manufactured exports, as a percentage of total exports from
New Zealand, has risen from 0.2 in 1960-1961 to 15.9 in 1978-1979. This
represented an increase of manufactured exports from $1.7 million to $652.8

million.1

Table 1.2 shows the yearly growth of manufactured goods as a percentage
of total exports for the years 1960-1961 to 1978-1979. The role of inflation
cannot be omitted when considering monetary values as indicators of economic

performance. Table 1.2 also shows in real terms the increasing value of



TABLE 1.1,
THE FOREIGN SECTOR

Value of Value of Volume of Exports Volume of Imports
Exports of goods Imports of goods of goods and services of goods and services
YEAR and services and services
(ended Masch) As a percentage of As a percentage of
Gross Domestic Product Gross Domestic Product
1965-1966 21:6 24.3 2L.6 24.3
1966-1967 22.1 23.9 21.9 24.4
1967-1968 20.7 21.0 22.8 20.7
1968-1969 25.3 2231 26.1 199
1969-1970 259 23.0 26.6 20,9
1970-1971 23,1 25.0 25,5 23.3
1971-1972 23.6 22,7 26.4 23.0
1972-1973 2545 22.2 26.1 24.0
1973-1974 2542 254 23.4 27.7
1974-1975 7253 354 3 2242 30.4
1975-1976 24,3 3903 24.8 23.9
1976-1977 28.1 32.7 270 24,2

Source: Reserve Bank Bulletins, 1966-1978.



TABLE. 1.2,

EXPORTS
YEAR Manufactuied Total Manufactured Price Index of Manufactured
Exports Exports Exports as a % Manufactured Exports in
fended Tune) (Sm.) (Sm.) of Tetal Exports Exports2 Real Terms3
1960-1961 LI 588.2 0.2
1961~1962 2.8 587.4 0.4
1962-1963 3.6 7127 0.5
1963-1964 3.9 773.4 05
1964-1965 6.1 744.2 0.8
1965-1966 12 803.1 0.9
1966-1967 9.7 759.2 1.3
1967-1968 18.9 833.3 2.3
1968-1969 52.8 1000. 8 5.3
1969-1970 69.7 1164,5 6.0
1970-1971 80.1 1193.8 6.7 1000 177.7
1971-1972 105.7 1387.1 7.6 1083 216.5
1972-1973 130.0 177304 743 1099 262.4
1973-1974 171.8 1747.9 9.8 1267 299.4
1974-1975 208.1 1658.0 12.6 1446 319.2
1975-1976 343.6 2490.5 13.8 1738 438.5
1976-1977 491.0 3330.4 14.7 2039 534.1
1977-1978 511.6 3418.7 15.0 2218 511.6
1978-1979 652.8 4103.5 15.9 unavail. unavail.

Source: Reserve Bank Overseas Transactions, 1901-197% in Reserve Bank Bulletins; Monthly Abstract of Statistics,
September, 1979.

1 Does not include processed foodstuffs.
2 Base year: 1971=1000.
3 Weighted by the Price Index.



manufactured exports, after adjustments have been made to account for

inflation.

How has manufacturing production for exports grown compared with
G.N.P.?7 Manufactured exports as a percentage of G.N.P. has increased from

0.2 in 1962-1963 to 3.6 in 1976-1977, as can be seen in Table 1.3.

There have been two major features in Lhe pattern of increased export
trade: the development of new markets and the export of new products.
Although in recent years the United Kingdom's share ol New Zealand's external
trade has been gradually declining, due to Britain's entry inte the E.E.C.,
that country traditionally remains New Zealand's main trading partner. The
last decade has, however, scen a marked expansion in New Zealand's export
trade with countries in, and bordering on, the Pacific. Trade with Japan, in
particular, has increased rapidly. Other countries which are taking a
larger share of New Zealand's exports are the United States, Canada and
Australia. A wide range of commodities has contributed to the increase of
manufactured exports. Initially, exports from the manufacturing sector
tended to comprise small items but, recently, large machinery and transport
equipment developed in New Zealand have been exported as manufacturers have
found that their standard of technology is producing goods which are highly

competitive on the world market.

While there is some export potential in every industry the pattern of
export performance in manufactured products varies widely as can be seen
in Table 1.4. Few industries can be called 'export orientated' (that is,
more than 20 percent of the total value of production is exported) - only

leather and basic metals.,

GOVFRNMENT EXPORT STIMULATION PROGRAMME

The take-off in manufactured exports from New Zealand began in 1963-
1964. The initial impetus given to the export of manufactured goods can be
attributed to the first financial export incentives which were made available
to exporters in 1962. Further momentum to exporting activity was added by
the New Zealand - Australia Free Trade Agreement (N.A.F.T.A.) in 1966 and
the 1967 devaluation of the New Zealand dollar. Economic planners at the
National Development Conference in 1969 articulated indicative policy aiming
for an eight-fold increase in manufactured exports by 1978-1979, an objective
they btelieved must be obtained if New Zealand was to maintain steady growth of
her economy. This represented an export target for the manufacturing sector

to be set at $1,000 million for 1979-1980.2 The Conference recommended that



TABLE 1.3.
MANUFACTURED EXPORTS AS A PERCENTAGE OF GNP

Manufactured

YEAR GNP %

(ended March) E?gifgs (01d Series)?2 (01d Series)
1963 7.0l 2953 Gz
1964 9.6! 3231 0.3
1965 11.3! 3530 0.3
1966 15.0! 3823 0.4
1967 19.8! 3973 0.5
1968 27.4 4128 0.7
1969 47.8 4355 1.1
1970 62.3 4809 1.3
1971 82.0 5534 1.5
1972 100.0 6452 1.5
1973 122.8 7498 1.6
1974 156.0 8681 1.8
1975 195.3 9452 2.1
1976 5181 10914 .59
1977 464.0 12786 3.6
1978 501.0 unavail. unavail.
1979 6135 unavail. unavail.

Source: Courtesy of the Reserve Bank.

June Year Figures.

The Department of Trade and Industry has recently reviewed the
National Accounts system with a new series (NZSNA). Figures in
the National Income and Expenditure Accounts are available for
1948-1977, whereas the NZSNA cover the period 1972-1978.




TABLE 1.4.
EXPORTS BY INDUSTRY GROUP, 1973-1974

Total Value of N.Z.
Industry Group manufactured exports as a
% of Value of Production

Food 0.5
Beverages 0.9
Tobacco 3.5
Textiles 8.8
Fecotwear and apparel 1.4
Wood and cork 2.3
Furniture and fixtures 2.4
Paper 1.2
Printing/Publishing 152
Leather 20.9
Rubber itk
Chemicals 3.2
Petroleum and coal 1975
Non-metallic minerals i.1
Basic Metals 20.6
Metal products A
Machinery 10.5
Electrical Machincry 2.9
Transport Equipment 2D
Miscellaneous 13.6

Source: External Trade Statistics, 1976-1977.
Industrial Production Statistics, 1974-1975.



industries developing manufactured products for export be granted priority
and also that the manufacturing industry be given a long term assurance of
a substantial share of the domestic market. This was to be implemented by

a protective infrastructure of tariffs and import restrictions.

Government export stimulation policies have taken a number of forms.
First, the government has pointed out to the producers of goods and
services that growth of the economy requires increasing manufactured
cxports. An example of this pelicy was Export Year, 1978. Second,
measures were implemented to support the exploration ol new markets and the
actual marketing of exports of specific products; for example, by ecxport
opportunity teams, trade missions, trade fairs and the activities of over-
seas posts. Measures were also designed to eliminate some of the element
of uncertainty and risk of exporting by giving reward to exporters in terms
of financial and institutional aid. These schemes and organisations
include: the New Markets Incentives, export taxation incentives, the High
Priority Activities Scheme, export bonus import licences, export assistance;
for example, the Small Business Agency of the Development Finance Corporation,
financial aid from the Development Finance Corporation and téchnological aid
from the Industrial Design Council, the Standards Association and the

Productivity Advisory Council.

A new system of export incentives based on net foreign exchange carnings
from total export sales (rather than gross foreign exchange carnings from
increased exports as at present) was introduced to Parliament in 1979.
Briefly, the idea is that exporters will be rewarded for the value they
add to the products before they are exported.  An exporter who adds a large
amount of value will receive more than one who adds little. This new system
marks the end of the Sutch policy of manufacturing cverything possible as
it encourages the efficient use of resources by manufacturers. Exporting will
be more profitable than producing for the domestic market and the government
obviously hopes that this anticipated increase in profitability will be

reflected in increased investment and faster growth in the export sector.

Table 1.5 illustrates the chronological sequence of the introduction of
major export incentives. A comparison of Tables 1.2 and 1.5 shows the close
relationship between the time of introduction of the major export incentives

and increases in the export of manufactured products.




TABLE 1.5.
MAJOR EXPORT INCENTIVES

Year Incentive
1962 Export Incentive Scheme
Export Market Development Allowance
Trade Promotion Council was established
1963 Export Development Conference
Direct Taxation Incentive Scheme
1964 Export CGuarantee Act
Development Finance Corporation was established
1965 Export Guarantee Office was established
1966 Export Award Scheme
1967 Special Export Finance

1968-1972

1973

1974

1975

1976

1977

1978

1979

Devaluation

U.D.C. Finance Inventors Award

Services Export Development Crants Act

Export Suspensory Loan Scheme

New Zealand Export-Import Corporation was established
Rural Export Suspensory Loan Scheme

15 per cent currency Devaluation

Development Grants Scheme

Development Finance Amendment (No. 2) Bill

Special Tax Deduction Allowance

Export Investment Allowance

High Priority Status Scheme

Technical Help to Exporters Service

New unconditional guarantee for pre-shipment finance

New system of export incentives was introduced to come

into effect, 1980:

1. Export Performance Taxation Incentive to replace the

Increased Exports Taxation Incentive and the
New Markets Export Incentive Allowance.

2. A new Export Market Development Taxation
Incentive was introduced.

3. An Export Projects Grant Scheme will replace
the New Market Grants Scheme and the Services
Export Development Grants Scheme.

Source:

Reports of the Department of Trade and Industry, 1962-1979.



AN OVERVIEW OF NEW ZEALAND MANUFACTURING

New Zealand's manufacturing has been characterised by small
production units producing for the local market due to the geographical
configuration of the country. (Blyth, 1961). 1In 1960-1961, 61 per
cent of the factories employed 10 persons or less, while at the other
end of the scale, only 1.4 per cent employed in excess of 200. By 1975-
1976, 44 per cent of the factories employed 10 persons or less, and 1.8 per
cent employed in excess of 200. In 1970-1971, there were 10,587 factories,
but in 1975-1976, there were 8,532 factories. Thus, there has been a
growing trend towards larger manufacturing units, a decreasing number of

people being employed in small factories and a smaller number of factorics.3

The majority of the smallest manufacturing units are involved in the
production of transport equipment, machinery and wood products while the
largest units are engaged in the manufacture of food and paper (Le Heron,

1978).

Successive annual increases in the volume of production have taken
places 1970=197), 5.1 per centy 1971=197Z, 4.3 per eceuty FY72-1973, ©.2
per egent; and 1973-1974, 13.2 per geoent. This répresents an Inerease in
the vatue of production Ia 1970<1971 of $3%97 mittbon vo S%250 mill Lo in

1973-1974.%

RESEARCH FQOCUS

The development of an export linkage involves the outward movement
of a firm's operational space (as defined by its action space, information
space and decision space) from the local, regional or national market to
the international market (Taylor, 1975 ). As the material linkages expand,
the information and decision spaces are drawn outwards in a spatial learning
process. This process gradually enables a firm to overcome the barriers or
thresholds to development which occur when a firm changes from being locally

oriented to become a multinational trader.

What has happened to New Zealand manufacturers when they are encouraged
to begin exporting by way of direct or indirect government initiative?
Government incentives are commonly accepted as the most significant influence
in motivating the New Zealand manufacturer to initiate and sustain exporting
activity (Bedkober, 1972; Crisp and Hughes, 1972; Sloan, 1977; Stening,

1974; Willis, 1973). The government's export stimulation measures have
important implications for the spatial learning process of firms. Govern-

MASSEY UNIVERSITY
LISBRARY
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ment incentives create a bridge allowing firms to miss out many of the
barriers to development which they would normally encounter when expanding
from the local to the international market. The associated growth and
organisational metamorphosis which typically accompanies the expansion

of the firm's operational space, may also not occur when the government
intervenes. The question is of special importance because typically
manufacturers are small firms which have highly localised linkages. They
are certainly not large interregional traders with all the facilities

of producing for and distributing to a geographically dispersed market

area. (Wilton, 1978).

What strategies and tactics have taken place within the firm?
Increasing commitment to exporting requires a strategy for murket develop-
ment and selection and a strategy for technology improvement and product

development.

Did these strategies secure linkage development, growth and organ-
isational development? Adoption and growth of the export linkage has
important implications for the survival and growth of firms. Do small
exporting firms grow as fast as large exporting firms and do they stand
an even chance of survival? What organisational development has occurred
in exporting firms? Are there any behavioural tendencies in exporting
firms which may suggest an export orientation, or that exporting could be

sustained if government incentives were discontinued?

The development of an export linkage also must be looked at within
the structure of the regional economy - that is, the causes and direction
of the patterns of interregional linkages between enterprises located in
different urban and regional economies. An agglomeration's large market
may allow a firm to grow to a larger size than would otherwise be the
case, before organisational metamorphosis and expansion into a regional,
national er international operation space is required. A recent study of
Auckland manufacturers (Lees, 1978), in fact, suggests this - it was
concluded that there was an apparent lack of enthusiasm amongst exporting
firms for developing future export markets. As a region's income is
significantly tied to the level of exports (North, 1955), the contribution
of exporters to the peripheral urban economies is most important. What
has been the export contribution of firms located in the peripheral urban

economies?

These are the major ideas upon which this research is focussed.
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DEFINITION OF TERMS

There is a need to define the terms used. One of the first questions
to answer is: 'What is a New Zealand manufacturing firm for the purpose
of this inquiry?' The manufacturing sector has been defined under various
different classifications. First, there is the International Standard
Industrial Classification for industry. For trade purposes, there is the
Standard Internationil Trade Classification (S.I.T.C.). In New Zealand,

the industries which cause the most difficulty are those classified as

Primary Production Processing industrics such as manulactured meat products,
paper, leather goods, casein and others. For National Income analysis,
Primary Production Processing industries are included in the manufacturing

sector, while for purposes of international trade the same industries are
included in the primary sector. Because exports are currently classified
under the S.I.T.C., manufacturing firms in this inquiry will also be

categorised by the same classification. This does, however, create

difficulties as exports of chilled meat, which have had very little processing,

and pate, which has had intensive processing, are listed in the same

category.

©

A Z 3
Exports are defined as 'sales abread of a country's goods and scervices'
and manufactured exports are those manufactured articles which are sold

PVErseas:;

For purposes of this inquiry an exporting firm is any firm which has
actively participated in exporting. This may include those who are exporting
at present and those which have exported in the past, have discontinued’ but
may begin exporting again in the future. A non-exporting firm is a firm
which has never exported any of its products. !}ndirect exporting, whereby
firms manufacture components or goods for another firm which exports, is not
considered in this analysis of exporting firms as this activity does not
involve the initial manufacturing firm with the selling of its product(s)
abroad}

There has been an inconsistency in the New Zealand literature over the
definition of small and large firms. However, recently the Small Business
Agency of the Development Finance Corporation defined a small sized firm as
one employing less than fifty employees. (Le Heron, 1978). This definition,
although based on an arbitrary measure, allows a common base for research on
small and large firms. This definition can be questioned as firms thus

defined comprised 87.5 per cent of the manufacturing establishments in
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New Zealand in 1974.6

# Export performance has been defined as 'EP = E x 100

S 1
where EP = export performance, E = value of export sales
in a given year and § = value of total sales in a given

year.' (Slean, 1977:; Stening, 1974; Lloyd, 1971).

This measure has limitations in that it disguises the actual value of

exports of a firm; for example, firm A may have an export performance of

0.7 where this represents export sales of $700,000 and total sales of
$1,000,000 as compared with firm B with an export performance of only

0.4 represented by export sales of $4,800,000 and total sales of §120,000,000.
This measure may also disguise the failure of a firm, for example firm A, to
accept the opportunities and potentialities of total sales expansion, rather

than reflect an aggressive export approach.

ORGANISATION OF THE THESIS

Chapter 2 provides a thecoretical framework as background to the research.

A review is made of the relevant overseas and New Zealand literature. More
specifically, this chapter is divided into Tour sections: section one
discusses exports in the development process; sccetions two and three firms and

government in the development process and secction four the exporting behaviour

of manufacturing firms.
Chapter 3 outlines the research design and methodology.
The research findings are presented in Chapter 4.

Chapter 5 summarises the major findings for manufacturers and the
implications of these findings for manufacturers. The implications of the

findings for government policy-makers are also considered.
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FOOTNOTES

Report of the Department of Trade and Industry (for the years
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CHAPTER 2
BACKGROUND TO THE RESEARCH

It is hoped that earlier research will provide guidelines and a
conceptual framework in which to study and analyse the questions asked
earlier in the Research Focus. Many studies have been made of various
aspects of exporting activity but few have analysed exporting as a
spatial adjustment process whereby firms expand their operations across
trading frontiers. This process has special significance to firms within
the New Zealand economic environment, because of government stimulation
measures and their effect, and also because of the size and organisational

structure of New Zealand manufacturing firms.

The chapter is divided into four sections. The first section reviews
the literature concerning the role of exports in the development process;
in the second and third sections, literature relating to the government and
firms in the development process is discussed and the fourth section examines

the literature on the exporting behaviour of manufacturing firms.

EXPORTS IN THE DEVELOPMENT PROCESS

The key to solving the problem ol economic growth lies in the nced to
understand the role of exports in the domestic economy. A region's
economic activities are those producing for the export market and those
producing for the local market. A region's income is, therefore, signif-

icantly tied to the level of exports.

North (1955), reviewing the export base theory literature, argues that
a region's growth is directly a function of the expansion of its exports.
Expansion of the export sector(s) may occur because of the improved
position of existing exports relative to competing areas or as the result

of the development of new products.

'Short run export expansion leads to increases in regional
income both directly -and via secondary effects on the demand
for locally produced goods and services. In the long run
there will be changes in the structure of the regional
economy resulting from capital and labour movements and these

will tend to reinforce the process of regional growth'.
(Sstilwell, 1972, 32)

There has, however, been a controversy over the relationship between
exports and economic growth resulting in two schools of thought - the

'structuralist' versus the 'monetarist’. (Vickery, 1974). The 'structuralist'
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school propounds that the attainment of a satisfactory growth rate of

real income per capita is dependent upon the ability of a region to

import scarce manufactured goods and raw materials, and as exports
represent the main determinant of the ability of import, economic growth
is tied to the export sector. However, ecconomic growth is impossible
without rapid inflation for a country experiencing stagnant or minor
export growth. The reason behind this is that the expansion of import
substitution industries becomes necessary, thus creating production bottle-
necks as demand increases faster than supply, resulting in upward price
movements. The 'monetarist' view is that the principal cause of inflation
in these economies is the chronic deficit in the government budget

rather than the structural problems.

Kindleberger (1958) put forward three models relating foreign trade
to economic development. These are the three cases where foreign trade is
a leading, a lagging and a balancing sector of the economy. In the
leading sector model, autonomous foreign demand plus technological change
in the developing country creates the pattern, and economic development is
a process of diversification around an export base. Diversification,
according to Ansoff (1963, 312), is characterised by the 'simultaneous
departure from the present product line and the present market structure'.
In the lagging sector, domestic investment leads, creating pressure on the
balance of pavments which is met by import substitution. The difference
between the leading and the lagging sector models is that of development
based on trade contraction. The model in which foreign trade is the
balancing sector defines the case of trade expansion which is not domestic-
led, but based on autonomous supply pushes in the export sector. Domestic
investment leads, thus creating balance of payments difficulties which are

overcome by pushing exports rather than by limiting imports.

Hultman (1967) has similarly identified a series of models which show
the relationship between exports and the growth of the domestic economy.
He assumes that the export sector, in the stages of economic growth theory
(Rostow, 1960), can be classed as a 'leading' sector; thus, activities
within the propulsive export sector set in motion production in other modern

industries which supply input requirements to it.

Watkins (1963) examined the spread effects of the export sector in relation
to his staple theory of export growth. In Hirschman's (1958) terms, the
inducement for domestic investment resulting from the increased activity of

the export sector can have three linkage effects: backward linkage, forward
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linkage and final demand linkage. Backward linkage mecasures the inducement
to invest in the domestic production of inputs for the expanding export
sector. Diversification is greatest where the input requirements invoelve
the resources and technologies of domestic production. Forward linkage
measures the inducement to invest in industries using the output of the
export industries as an input; for example, by increasing the value added

in the export sector, the economic possibilities of further processing

and the nature of foreign tariffs will be most important. Final demand
linkage is a measure of the inducement for investment in domestic industries
producing consumer goods for the export sector. TIts prime determinant is

the size of the domestic market and the level of income and its distribution.

GOVERNMENT IN THE DEVELOPMENT PROCESS

Industry in any society exists in a socio-economic and legal-
political environment. How does a government control, regulate, constrain
and stimulate industrial activity? The nature of government policies which
influence industrial investment patterns has varied with a country's level
of economic development. Cannon (1975) identified three phases of govern-
ment policy involvement. During the nation building period, public policies

were designed to encourage the establ ishment of a manufacturing scetor.

As industrialisation proceeded, the spatial pattern of manufacturing
development became more differentiated and policies at a subnational scale

were formulated to attract manufacturing to certain areas.

During the most recent phase, the role of the government as an
economic entrepreneur and as a force formative of national and regional socio-
economic environments has been strengthened. Changing international
trading environments (by tariffs, quotas, agreements, economic unions,
currency and price fluctuations) have strongly influenced the spatial pattern
of international flows of industrial output, technical assistance, input
suppliers, labour and the shape and size of market areas. As a government's
industrial policies become increasingly all pervasive, there are implications
for growth and change in the manufacturing sector. With an increase in the
scale of incentive programmes, industrialists attempting to maintain their
competitive positions have been forced to give serious attention to these
programmes when looking at their own investment strategies. Due to the
varied nature of manufacturing industries, an incentive may be more attractive

to certain industries and types of firms than others.
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The administrative framework is also significant, as administrative
involvement can vary from a permissive approach where industrialists'
applications for incentives are simply declared eligible or ineligible,
to a highly discretionary approach where the administering authority can
be very selective and is, thus, capable of redirecting manufacturing

activity in certain ways. (Cannon, 1975).

Incentives can affect the timing of an investment. Incentives may
affect the industrial structure by influencing the scale of an investment;
that is, as the number and size distribution of firms can have a significant
effect on an industry's performance. Incentives may provide manufacturers
with additional financial capacity which can be used to build larger, more
efficient plants. Incentives may also introduce bias in investment prefer-
ences between sectors and among industries within sectors because of
different cost structures. Each of these possible effects can seriously

affect long-run change in manufacturing. (Caves, 1964).

The reasons for the intense involvement of the New Zealand government
in industry are many. As New Zealand is a small, isolated, thinly populated
group of islands whose economy is dependent upon factors largely beyond
its control, there is a need for the government to regulate the economic
climate. Domestic operations reed Lo be protected from foreign competition.
The government's regulation and control has taken many forms: licensing of
business operations, establishing guidelines for corporate fermation, import

and export controls, price and wage controls, government subsidies, taxation

policies and industrial relations laws.

The achievement of national export targets requires an effective and
efficient strategy at both the government and the firm level.

'Covernment should seek to encourage the production of export-

able products irrespective of industry. As a corollary, at

the level of the individual manufacturing firm the results

concerning the relationship between size of firm and export

performance suggest that, within all industries, Government

should seek to encourage firms of all sizes, since the export
potential of small firms is as great as that for large ones'.

(Stening and McDougall, 1975, 25)

However, two dangers with respect to export policies must be avoided.
The exporter, because of government subsidies, is able to reduce his price on
the foreign market, selling abroad more cheaply than he sells at home. The
New Zealand taxpayer is thus subsidising the foreign consumer. Also, in

trying to help exporters meet rising costs by reducing taxation, the
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incentive to fight against rising costs may be removed and producers may

not try so hard to keep costs down.

The necessity to provide export incentives has arisen as a result
of the long-term effects of import control, as the exclusion of foreign
competition has provided a protected market for producers of import type

goods and there was a shift away from the export sector.

FIRMS IN THE DEVELOPMENT PROCESS

Filley (1969) developed a stages theory of a firm's growth. Stage | is
the traditional situation of a firm under a carctaker type of leadership
characterised by the absence of a rational policy of objectives with the
primary motiviation of comfort and survival. Stage 2 is the dynamic growth
phase under an entreprencurial type of leadership where the firm's goals are
forward-looking and personal achievement is of primary importance. Stage 3
is a phase dominated by a rational management type of leadership with written
policies and procedures primarily motivated by market adaptation. Leadership,
motivation and the firm's organisation all differ at each stage. The Filley
theory has significant implications for industrial stimulation. Firms can be
classified according to their stage of growth and the appropriate stimulation
measures can be applied to them. Also, stimulation may be achieved by altering
the firm's organisation and leadership in order to shift the firm into a more

desirable stage of growth.

Taylor (1975, 321) suggests that a firm's growth requires organisational
metamorphosis. When a [irm is established, its information and decision
spaces will be as highly localised as its material linkages, but with growth
the action space defined by these material linkages will rapidly expand.

A firm by crossing over thresholds may pass through local, regional, national
and multinational stages of action space. However, as a firm operates
against a background of risk and uncertainty, this will increase as it pro-
gresses from the local to the multinational stages of action space. This is

shown diagrammatically in Figure 2.1.

There are two main dimensions of the international marketing phase.
Firstly, the strategy for market development and penetration, and secondly,
the strategy for technology improvement and product development. These
strategies are shown diagrammatically in Figure 2.2. A manufacturing firm
seeking forward linkages with existing or with new markets is likely to expand
its material linkages from whatever rank of centre it is located in to embrace
various regional markets, the entire national market and finally overseas

markets. (Hamilton, 1978).
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FIGURE 2.1

ORGANISATIONAL GROWTH, EXPORT BEHAVIOUR DEVELOPMENT
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FIGURE 2.2.

PRODUCT-MARKET STRATEGIES FOR GROWTH
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Source: Adapted from Ansoff, 1963 .
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As a successful firm producing for the domestic market grows, this local
market becomes insufficient for the firm's further expansion. The firm's
trade horizon will gradually be lifted as the entrepreneur becomes aware
of the profit opportunities coffered by producing for foreign countries.
The export market will then be entered. Once this stage is reached,
exports can form an increasingly larger share of total sales.

'Export is the end, not the beginning of a typical market
expansion path. International trade is really nothing but
an extension across national frontiers of a country's own
web of economic activity'.
(Linder, 1961, 88)

The product life cycle concept traces the changing markets to which
products are sold during their lifetime and the consequences such changes
have for the entrepreneur in terms of the need for adjusting product

characteristics, changing advertising strategies, explering new markets and

new products to replace the old. A product passes through a series of
stages, from initial innovation through a growth stage to a stage of maturity
and each stage has a peographical expression. In Stape ], the newly innovated
product will tend to be manufactured close to the firm's headquarters in
response to the product's demand in an affluent market. The firm's monopoly

on the market will slowly decrease as local competition increases leading
to the development of export markets in Stage 2. Production facilities may
be established overseas by the pioneer firm in Stage 3. Competiton in the
domestic and overseas markets may increase with the late entrance of firms
with newer plants and lower production costs. Stage 4 is reached when the
pioneer firm sets up lower cost production sites to use as 'export plat-

forms' to serve both the domestic and overseas markets. (Dicken, 1978, 140).

The current spatial industrial structure of a country results from long-
term organisational growth and change with associated locational and linkage
adjustments: growth in scale to thoroughly penetrate existing markets,
diversification into complementary products, backward and forward integration,
new technologies for existing and new markets, diversification into new un-
related products, and research and development. However, several studies of
industrial linkages in New Zealand (Taylor, 1975; Taylor, 1978; McDermott,
1974; Le Heron 1976) have shown that New Zealand is divided into discrete
functional regions and that there is limited spatial awareness by manufact-
urers to the market outside their region, that is, to the national and
international economy. There are serious implications. One is that the
extent to which a firm can grow under protection of spatial monopoly, will

depend upon the region in which the firm is located. Secondly, firms in
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the smaller peripheral regions of the hicrarchy will have a threshold to
growth which must be overcome at an earlicr stage of the firm's development
than is the case for firms in larger regions. Also, the level of
technology and marketing which needs to be achieved by modern industry
places firms in locations which lack these specialised services at a
disadvantage. The modern plant is orpganised as a production line with
large investments in capital equipment, necessitating high output levels

if profitability is to be achieved. Marketing tends to be a head office
function and head offices are tvpically located in metropolitan areas.
Hence,

'Auckland firms obtain a better start and one which involves
less risk and uncertainty and the chance to grow to a greater
size before needing to branch into regional or national markets'.

(Taylor and Hosking, 1979, 14)

However, with respect to size, it has been found that small scale,
single facility firms are fregquently significant and ceven dominate in
shaping the spatial industrial structure and prosperity of specific
envivonments amd arvas.  (Hawilton, 1978, 8). Lydald (1948)
suggests that small firms are impertant because of the types of market they

Berver

1) In an industry dominated by production economies of scale,
the small firm will not be able to be cost-competitive with
the larger firms, but will be able to fill niches of the
market which are uneconomic for the larger firms; for example,
luxury goods.

2) The small firm may act as a supplier to the larger firms, by
providing ancillary or auxiliary products.

3) Some small firms may compete directly with the larger firms
and their survival will be due to different production

techniques or the lack of scale economies in the industry.

Small sized industrial enterprises play a key role in New Zealand's
spatial economic structure with its small population and limited home
market threshold. The Bolton Report (1971) on small firms in the United
Kingdom considered that the prime function of a healthy small firm sector
is to provide a 'seedbed' for new enterprise and entrepreneurial talent

and to spawn new ideas and competition.

THE EXPORTING BEHAVIOUR OF MANUFACTURING FIRMS

There have been many empirical studies, New Zealand and overseas, of
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the exporting behaviour of manufacturing firms. These have dealt with a
variety of aspects: export initiation and associated motivations and
perceived obstacles, management, firm size, organisation and control,

export risk and export performance.

Studies of export initiation have often focussed on external and internal
export stimuli. Internal stimuli may be: excess capacity, production of
a domestically seasonal product, product characteristics and the firm's
expansion goals, and external stimuli may include: government export
stimulation measures, trade mission activities, trade fairs, sales agent
activity, adverse home conditions and fortuitous orders from overseas buyers.
Fortuitous orders, which often convince firms of an overseas market for their
product(s), have been mentioned as the most important of stimuli in several
studies. (Simpson and Kujawa, 1974; Simmonds and Smith, 1968; Pavord and
Bogart, 1975). Also, two other studies made in the United Kingdom both
concluded that long-term profitability, secured by market diversification
and long-term growth, was a prime motive for exporting. (Hunt, Froggatt
and Hovell, 1967; Cooper, Hartley and Harvey, 1970). Similarly, New Zealand
studies have found that the most important export stimuli are government
export incentives, exhortation by the Department of Trade and Industry,
excess capacity, company or managerial policies, growing export market
prospects and development of new products. (Bedkober, 1972; Willis, 1973;

Sloan, 1977; Stening, 1974).

Studies have also focusscd on the perceived obstacles or barriers to
exporting. It has been found that non-exporting firms perceived significantly
more serious the obstacles to exporting than did exporting firms. (Bilkey
and Tesar, 1975). The most frequently quoted obstacles to exporting are:
insufficient finance, foreign government restrictions, insufficient knowledge
about foreign selling opportunities, inadequate product distribution abroad
and a lack of foreign market connnections. The type of obstacles perceived,
however, vary according to the firm's stage of exporting.

a

The quality of management is an important factor of exporting. Several
studies have found that exporting firms tended to have better management
than non-exporting firms. (Tookey, 1964; Cunningham and Spigel, 1971;
Wiedersheim, Olson and Welch, 1975; Bilkey and Tesar, 1975).

A firm's size has been regarded as critical for its propensity to export,
yet empirical findings have been mixed. Tookey (1965) found a positive
relationship between firm size and the proportion of firms that export.

Bilkey and Tesar (1975) found no meaningful relationship, and yet another



24

study by Hirsch (1971) concluded that very small firms hardly export, when
firms reach some minimum threshold, exporting becomes positively correlated
with firm size and, then,when they become larpe firms they do not necessarily

have a higher export performance than small firms.

The factor of risk and uncertainty has also been analysed. An
exporting firm probably faces less total market risk than a non-exporting
firm because of its market diversification, (Hirsch and Lev, 1971), but
little empirical work has been done on this issue. Hirsch (1971), however,

concluded that foreign entry is more hazardous than domestic selling.

Several studies have been made of exporting firms in New Zealand.
Willis (1973) studied ninety-four firms in the Manufacturing Engineers
and Allied Metal Trade Group, to find factors which significantly influence
export performance. Of the one hundred variables tested, only frequency of
export market visits and priority given to export arders were found te be
significant. His study concluded that 'in gencral [irms exporting manufactured
goods in New Zealand are not export oriented, they have not been in the
exporting game long enough'. (Willis, 1973, 170). Another study (Lloyd,
1971) examined various aspects of export performance as part of a wider
study of the trading patterns of manufactured articles between Australia and
New Zecaland. Not one of the factors tested was found to be significant. A
pilot study of twenty Wellington manufacturing firms (Bedkober, 1972)
attempted to reveal what influences operate on successful export manufacturing
firms. The firms were classilied into three groups based on ownership
circumstances: entrepreneur-based, overseas-based and domestic-based.

Overall, the overseas group showed the most rapid rate of export growth.

A study comparing Australian, Canadian and New Zealand manufacturing
firms investigated the marketing practices and export performance. (Stening,
1974). The relationship between export performance and several independent
marketing variables was examined. Factors found to be significant in
influencing export performance were the relative level of expenditure on
research and development, the number of years the firm had been exporting,
the product areas in which each firm produces and relative profitability

of exports and domestic sales.

A more recent study of South Island manufacturing firms examined the
relationship between export performance and structural and locatfonal
influences. (Sloan, 1977). No strong relationships were found to exist.

Findings did, however, show that the export scene of the South Island was




25

very immature and that only a few firms had reached the required level of
exports to qualify as being 'export oriented' firms. Tt is accepted that
about thirty per cent of production needs to be exported to enable a firm
to qualify as being 'export oriented'. Wilton (1978), in his study of
small scale, high value manufacturing firms, also found that few firms
qualified as being 'export oriented'. However, recent studies have
taken a lower percentage (20%) to define an export oriented firm. !

The most recent study of the New Zealand export manufacturing firm
was that of Lees (1978). He examined the exporting environment and
potential export markets of Auckland manufacturers, and found that exporting
firms viewed their export environment from differing standpoints according
to the length of time the firm had been established, the firm's ownership
and the management characteristics of the firm. With regard to export
markets, he found that there was an apparent lack of enthusiasm amongst

exporting firms for developing future export markets.

These New Zealand studies looked at many aspects of the export manufact-
uring firm but most especially the influences of a firm's export performance.
Few studies could find any significant factors influencing cxport performance.
The peneral conclusions to be gained from leoking at these studies is that
New Zealand export manufacturing firms are, typically, not export oriented

and that the export scene is New Zealand is still immature.

These studies have been mainly descriptive and none have looked at

exporting firms in the light of recently designed export models.

Export Behaviour Modoels

Export development has been a widely studied aspect of international
business as attested by the large volume of literature on the subject.

Recently, several commonly acceptable export models have been put forward.

The first steps of a firm's internationalisation process from the
non-exporting to the exporting state have been described in an export-
propensity model (Olson and Wiedersheim-Paul, 1978). Four types of

pre—export behaviour were identified:

1) The 'active' pre-exporter who is making a positive effort to
commence exporting at some future stage. He 1s, at present,
gathering relevant information and is open to export stimuli.

2) The 'passive' pre-exporter who does not actively seek to export
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but, instead, waits for fortuitous orders from overseas.

3) The 'domestic' pre-exporter who has never made any effort to
seek export business and does not act on export stimuli.

4) The 'reactivating' pre-exporter who has exported in the past
and has, subsequently, discontinued but plans to look at it

again in the future.

Their study found that firms demonstrating active pre-export behaviour
were likely to become exporters sconer than firms of any other type and would
tend to have higher rates of export growth after the first export sale;
whereas, it was unlikely that sustained export trade could develop on the

"'rickety' foundation laid by domestic and passive pre-exporters.

Several factors were found to be of special significance in a firm's
pre-export activities: characteristics of the decision-maker, who in many
small and medium sized firms makes all the strategic decisions, the firm's
environment, the extraregional expansion of the firm and information. The
value system, past history and experience of the decision-maker all
combine to make up his 'international orientation’ which will influence
his perception of the export stimuli latent in his firm's internal and

external environment. (Cunningham and Spigel, 1971).

A firm's location in the domestic market may affect its transport
costs and information flows. As decision-makers use limited search behaviour,
there is more likelihood of firms located in 'information centres' being
exposed to export stimuli. (Cvert and March, 1965). Urban cconomies of
scale also apply, in that a large number of firms concentrated in one area
creates a favourable 'enterprise environment'. (Wiedersheim, Olson and Welch,

1978).

Extraregional expansion helps exporters to prepare for some of the

difficulties they may encounter in the international market place.

A passive, domestic or reactivating pre-—exporter may commence exporting
activity because of a decline in the home market for the firm's products.
Such firms may show respectable export sales percentages of total sales in
subsequent years, but there may be only a minimum of planning and effort.
Hence, exporting activity may be little more than a means of survival for
such firms. This model also has further implications. Non-exporters with
a high potential for exporting can be identified. Also, there are implications
for policy-makers in that a government's financial incentives will not

affect the capability of domestic and passive pre-exporters to gather and act
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on information. Thus, educational programmes giving factual and
practical information should be directed towards these types of firms.
Direct financial benefits will, however, stimulate firms exhibiting

active or reactivating pre-export behaviour.

A similar model to the export-propensity model is the international-
isation model which is designed to explain the process by which firms
increase their international ionvolvement and foreign market commitment.
(Johanson and Vahlne, 1977). A firm will gradually acquire, integrate
and use knowledge about foreign markets. The decision to adopt exporting
activity is the firm's initial international commitment and may be initiated

either by problems or by awareness of opportunities. (Lee and Brasch, 1978).

The five stages of this model are:-

1) Export of a surplus product.

2) Export of an existing product range with modifications; that is,
export marketing.

3) Export of modified products to new markets; that is, market
development.

4) Export of new products to existing or new markets; that is,
product-technology development.

5) Overseas manufacturing.
(Cullwick, 1978)

The initial establishment chain begins with a firm exporting to a
psychologically close country via an oversecas agent, as this initially
requires a smaller resource commitment and involves less risk and uncer-
tainty. Later, the firm may establish a sales subsidiary and, eventually,
in some cases, may begin production in the overseas market. (Johanson
and Vahlne, 1977). Several other studies have reinforced these findings.
(Johanson and Wiedersheim, 1975; Gruber, Mehta and Vernon, 1967; Lipsey and
Weiss, 1972). A firm is not really committed to exporting until it has
reached Stage 2 or beyond, where the firm supplies products and services
on a regular basis to the selected overseas market(s) irrespective of
demand for that product in the domestic market. Increasing commitment
to exporting requires a strategy for market development and selection,

and a strategy for technology improvement and product development.

It is only recently that a commonly acceptable export model has
been developed where a firm's behaviour could be empirically determined
at each stage - the 'stages' model of export development. (Bilkey and

Tesar, 1975). It can be mathematically defined as:
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'Awa+ bE = cl + dF + eM

Where: A is the firm's export activity for the stage in question,

E is management's expectations regarding the benefits of exporting
after it has been developed, I is the inhibitors (mainly serious
infrastructural and institutional obstacles) that management
perceives to initiating exporting, F is the facilitators (unsolicited
orders, information, subsidies, infrastructural and institution aids,
etc.) management perceives to initiating exporting, and M is the
quality and dynamism of the firm's management plus the firm's
organizational characteristics that affect exporting'.

(Bilkey, 1976, 14)
The model's six stages are:

1) Management is not interested in exporting and would not even
fill an unsolicited export order.

2) Management would fill an unsolicited order but makes no
attempt to explore the feasibility of exporting.

3) Management actively explores the feasibility of exporting
(this stage is omitted if an unsoclicited order has already
been received).

4) The firm exports on an experimental basis to some psychologically
close country.

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

6) Management explores the feasibility of exporting to additional
countries that are psychologically further away.

(Bilkey and Tesar, 1975, 43)

The critical stage is Stage 4, as from the perspective of inmovation
of diffusion this stage can be regarded as adoptien. (Lee and Brasch,
1978, 85). Before the stage is reached, a firm must have successfully

overcome the barriers to exporting. As with the internationalisation
model, this model also suggests that policy-makers need to recognise that
stimulation measures may be appropriate only to firms in certain stages

of the export development process.

Thus, the background literature provides a general platform from

which to examine the major issues pertinent to this research.

Economic development is a process of diversification around an export
base characterised by departure from the existing product line and/or
market structure. A region's economic growth is directly tied to the
expansion. This is especially important for peripheral urban economies.
As activity increases in the export sector; that is, as the spatial inter-
action field increases, there are corresponding linkage effects. At the

level of the firm, expanding material linkages require metamorphosis of the
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organisational structure. (Taylor, 1975). When this occurs, barriers
or thresholds to development (for example, trading frontiers which
exist between the local, regional, national and international markets)
can be crossed. This process normally proceeds by stages as firms
incrementally increase their international invelvement and foreign

market commitment. (Bilkey, 1976). Intervention by the government in

the form of export stimulation measures may encourage firms to jump

from a local orientation to an international orientation without the

corresponding organisational growth and development.




FOOTNOTES

These studies are presently being conducted by the National Planning
Council, the Manufacturers Federation and the Economics Department

of Victoria University, Wellington.
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CHAPTER 3

RESEARCH DESIGN

The research was designed with the aim of providing factual information
about the exporting behaviour of manufacturing firms within the New Zealand

space economy.

To facilitate this inquiry, it is necessary, initiallw, to ascertain
whether or not there has been any development of an export linkage. It could

be expected that in the face of government effort, one could expect:

1) Much entry into exporting.
2) Much exit from exporting unless changes take place within the firm which
are favourable to exporting.

3) Evolution of the firm with increasing commitment to exporting.

What has been the pattern of response by manufacturing firms to the
stimulae to export? How did large and small firms react during this time?
Did they have the same incidence of entry and withdrawal? Did they have the
same pattern of responses? Did they have the same level of achievement?

This process can be shown diagrammatically in Figure 3.1.

This first stage of the analysis will then provide a platform for
describing why and how manufacturers, large and small, have initiated,
sustained, improved and reactivated exporting activity. What has happened to
manufacturing firms during their period of export involvement? Are there
any behavioural tendencices which suggest an export orientation of firms?

Has the organisational structure of firms influenced their exporting behaviour?
What strategies and tactics have the exporting firms used? Increasing commit-
ment to exporting requires a strategy for market development and selection, and

a strategy for technology improvement and product development.

These findings will then provide a base upon which to discuss the third
section of the analysis - that is, the actual contribution to the environment in
which the firms belong. Has the real export contribution from the peripheral

urban economies increased, decreased or remained the same over time?

RESEARCH METHODOLOGY

Location of the Study

The export manufacturing firms studied were those located in the central

North Island cities and towns -~ Palmerston North, Napier, Hastings, Wanganui
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and Levin. The area studied was limited due to time and cost constraints,
Although the number of export manufacturing firms in each of these urban

areas is small, this is the actual pattern of exporting activity which has
existed over the period studied. The limitations of the study area chosen

are discussed at the end of the chapter.

The Basic Data Sources

It was decided to survey the entire population of export manufacturing
firms in the study area. Unfortunately no comprehensive list of exporters

is readily accessible in New Zealand.

A list of the total population of exporters in these urban areas was

compiled from several sources:

1) From earlier surveys of manufacturing firms carried out by members of
the Geography Department, Massey University.

2) Firms listed in the Universal Business Dircetory were telephoned and
asked if they had exported in the past or were exporting at present.

3) From a list of firms participating in Export Year 1978, supplicd

courtesy of the Department of Trade and Industry.

4) From a list of known exporters supplicd courtesy of the Napier Harbour
joard.
5) From lists supplied by Customs Agencies.

At this stage firms were not classified according to size or type of
product, since all firms who are or have been directly involved in exporting

were required for the study of the export process in firms.

The Collection of Data

Data collection consisted of two methods - personal interview and mail
questionnaire. Confidentiality was promised to all participating firms and

this was strictly observed.

Every firm Was-approached for an interview because of the type of inform-
ation that was required. The person interviewed belonged to the top manage-
ment of the firm - the Manager, the Marketing Manager or the Export Manager.
The personal interview was an open discussion, informally structured around
a questionnaire. (Appendix A). Of the total 75 export manufacturing firms
in 1979,70 (93.3 per cent) of firms were willing to give an interview and 5

(6.7 per cent) firms refused due to the time involved or because members of
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the top management were absent at the time.

A mail questionnaire was also thought desirable to further gain factual
data which would enable comparison of characteristics among the firms.
(Appendix B). This was posted to firms which had earlier been interviewed
and to those firms which had refused to give interviews. Those firms not
returning their questionnaires bv a certain date were reminded by either a
telephone call or a reminder letter. A 72 per cent (54 firms) response
rate to the mail questionnaire was obtained. A further 8 firms (10.7 per
cent) replied explaining why they had not completed the questionnaire. An
interesting factor which emerged was that several firms did not consider
themselves exporters, as exporting activity played a very minor part in

their firm's total production.

The response rate for the interview and the mail questionnaire, according

to urban location, is summarised in Table 3.1.

Design of the Interview and Mail Questionnaire

The interview was conducted to gain in-=depth knowledge of the actual
export process which had occurred in each firm. This required a background
knowledge of the firm's general characteristics - Question 1. The sequence,
through time, of the firm's exporting activity was obtained by Question 2.
Questions 3-7 relate to the different decisions which had to be made by a
firm entering the export market and questions 8-10 enquire into the firm's

perceptions of exporting and the effect it has had on the firm.

Information similar to that obtained by the interview was asked for
again in the questionnaire. However, use of the written questionnaire enables
empirical analysis, whereas the interview mainly allowed description. Also,
certain points, which emerged from the interviews, were able to be incorporated

into the written questionnaire.

Limitations to the Analysis

Information about a firm's export process from time of inception to the
present day was often not available. This occurred when the relevant data
had not been kept by the firm or when the person interviewed had not been
with the firm long enough to remember export initiation and was unable to
supply the required information. It was hoped, that this problem could be

overcome by examining all firms within the time period 1974-1979.




TABLE 3. 1.
RESPONSE RATE OF THE SURVEYED FIRMS

Urban Total population Interviews Interview Resp:}nse (Questionnaire Questionnaire Resp?nse Effectlive
- of exporting i Refumal Rate (%) for Commleted Refusals Rate (%) for Use
firms *YER RENRESS Interviews AHRE s questionnaires Rate (%)
Palmerston
Netth 22 18 4 81.8 14 8 63.6 59.11
Napier 19 19 0 100.0 14 5 73.7 73t
Hastings IS5 14 1 93.3 13 2 86.7 86.7
Wanganui 13 13 0 100.0 8 5 61.5 61.5
Levin 6 6 0 100.0 5 1 83.3 83.3
Total 75 70 5 93,3 54 21 72.0 70.7

Source: Survey Data, 1979.

1 . 3 . 3 " ; x ? ;
Effective use was dependent on both full information being provided at the interview and in the questionnaire.
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Also as has already been mentioned, the study dealt with only a limited
geographical area. Although a metropolitan urban area was absent from the
urban hierarchy of locations a regional centre, three secondary centres and

one small town were included.

However, a guide to the importance of the economic and industrial
development in the study area may be seen in an examination of the relative
performance of the study area and its subareas as compared to New Zealand.
Table 3.2 summarises the small absolute size in 1976 of the area's population
(5.9 per cent of the New Zealand total) and industrial base (6.4 per cent of
industrial employment, 6.6 per cent of industrial establishments and 6.1
per cent of the value of production. This points to a limited potential
market within the central North Island and the need to seek extraregional and/

or export markets to ensure growth.

An earlier study (Le Heron, 1976) found that there were distinctive
industrial specialisations in this area. These specialisations have resulted
from high growth rates in food, tobacco, footwear and textile industry groups

and the accompanying slow growth of many other industries.

Table 3.3 illustrates the distribution of exporting firms included for
analysis in this study. All but five of the industry groups are represented
in this study. The dominant export industries are footwear and apparel,

electrical machinery, machinery, metal products and furniture.

A final limiting factor to the analysis was the exclusion of non-exporting
firms (that is, those firms which had never exported) from the population
of firms surveyed. This can be explained by the fact that it is very
difficult to find a population which would match that of the exporting population
with respect to industry type and organisational status. Unless this could
be done, any comparison of these two distinct subpopulations could only be

superficial.

Classification of the Data

The survey data was organised in terms of several classifications. They

were:

1) New Zealand Standard Industrial Classification.
2) Geographic location of the firms.
3) Size of the firms.

4) Organisational structure of the firms,




TABLE 3.2:
SURVEYED AREA'S SHARES OF NATIONAL TOTALS, 1975-1976

Per cent of

Local Authority Areas

New Zealand Palmerston North Napier Hastings Wanganui Levin Total
Population Lo L5 Pl Yorid 0.5 5.9
Industrial Employment 1.5 0.9 2.1 1.4 0.6 6.4
Establishments 2.2 k-3 1+ I3 0.7 6.6
Value of Production 1.5 1k 2.1 1.0 0.6 6.1

Source: Department of Statistics, 1976-1977.
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TABLE 3.3.
DISTRIBUTION OF EXPORTING FIRMS BY INDUSTRY GROUP, 1979

Industry Group Palmerston Napier Hastings Wanganui Levin Tutull
North
Food 1 1 2
Beverages l 1
Tobacco
Textiles 1 1 2
Footwear 4 1 1 3 2 11
Wood 1 1
Furniture 2 2 4
Paper
Printing 2 1 3
Leather 2 1 3
Rubber
Chemicals
Petroleum 1 1 2
Non-metallic 2 1 3
Basic metals 1 1 2
Metal products 4 1 5
Machinery 3 ] 1 5
Electrical b4 1 1 6
Transport 1 2 3

Miscellanecous

Source: Survey Data, 1979.

Several industry groups were not represented. These included tobacco,
paper, rubber, chemicals and miscellaneous.
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Firms were assigned the status of large or small in accordance with the
accepted New Zealand definition (small less than 50 employees and large 50

or more employees). (Devlin and Le Heron, 1977).

The organisational structure classification categorised establishments
by stage of company development. (Chandler, 1966). Type I firms are small
and controlled by the owner/founder. Type I1 firms are those which have
departments (sales, production, finance) run by company officers who are
responsible to a general manager. These firms tend to be characterised
by a single line of production. Type IIT firms use a divisional orpganisational
structure based on product or area lines. Evolution of the firm involves
decisions and adjustments of a functional nature and also various geographical
expansion strategies; for example in Type IT or Type III firms where multiple

products are produced in often geographically dispersed branch plants.

Thus, it is hoped that the research design will allow analysis and
interpretation of the export linkage development, the exporting behaviour of
manufacturing firms and finally discussion about the contribution of exporting

firms to the environment in which they are located.
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CHAPTER 4
THE EXPORTING BEHAVIOUR OF MANUFACTURING FIRMS

EXPORT LINKAGE DEVELOPMENT

To obtain a clear picture of the export scene, it is necessary to
primarily establish whether or not there has been any development of an
export linkage. Table 4.1 summarises the material linkages of small and
large firms over the period 1974-1978. 1Tt is obvious that there has, indeed,
been some export linkage development. Overall, cxport performance has
risen from 10.4 per cent in 1974 to 20.9 per cent in 1978. Both small and
large firms have experienced this development. Sales within the local area
have declined noticeably over the period while interregional sales have
remained roughly the same. However, care must be taken when interpreting

data given in percentages.

Over the same period, imports have remained the same, local area
purchases have increased slightly and interregional purchases have decreased
slightly. Both small and large firms have had a similar pattern of linkage
development. However, small exporters rely more on the local areca for
purchases and sales than do large firms. Small exporters also rely less on
imported goods than large firms. In 1978, small firms imported 30.4 per cent
of their purchases in 1978 as compared with large firms which imported 43.1
per cent. Small firms also tend to export a larger percentage (25.7 per cent
of their sales in 1978) as compared with large firms which exported 16.2 per

cent.

These findings have important implications. There has been development
of the export linkage within firms, but most especially small firms. As
Coffey (1976, 2) said about exporting

'We must especially encourage those industries with a high

domestic content and which demonstrate high productivity

growth. To achieve this sort of structural change, industries
may need to reorganise and rationalise...'

Entry and Exit, Survival and Growth

Individual and aggregate export behaviour over the period is important
to the understanding of the spatial character of the export process.
Hamilton (1978, 11) said that little appears to be known about the extent
and nature of the survival of small firms through their adaptation to altered
conditions resulting from changes further along the line of either backward or

forward industrial and service linkages.




TABLE 4.1,

SUMMARY OF TRADE FLOWS BY SIZE OF FIRM (percentages)

Small Firms Large Firms Total
1974 1978 1974 1978 1974 1978

Purchases

Local Area 27.1 28.4 19.7 23.8 23.4 26.1

Interregional 42.6 41.2 37.9 33,1 40.3 37.2

Imports 30.3 30.4 42,4 43.1 363 36.7

Total Purchases 100.0 100.0 100.0 100.0 100.0 100.0
Sales

Local Area 28.5 17.:9 117...8 14.6 2312 16.3

Interregional 575 S56.4 75.3 69.2 66.4 62.8

Exports 14.0 2547 6.9 16.2 10.4 20.9

Total Sales 100.0 100.0 100.0 100.0 100.0 100.0
Source: Survey Data, 1979

%
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'The ''death'" of firms frequently expresses their inability
to adapt'.

(Hamilton, 1978, 11)

In 1974, there were 46 exporters - 24 (52.2 per cent) of which were
large firms and 22 (47.8 per cent) were small firms. By 1978, the total
number had increased to 71-41 (57.7 per cent) of which were large and 30
(42.3 per cent) were small. The proportion of large to small firms has

changed.

Over the period, several significant changes took place. O0f the
total 30 firms entering exporting, 14 (46.7 per cent) were large and 16
(53.3 per cent) were small, and the 5 firms which ceased exporting were all
large. Almost equal proportions of small and large firms were entering

exporting but only large firms were stopping.

A shift of firms within their size category appears to have contributed
to the growing proportion of large to small firms. From 1974 to 1978, 8
exporters grew from small to large size while no firms declined by size
category. Also, 4 firms which entered exporting after 1974, ceased exporting

before 1978 and these were all large.

Thus it appears that there has been an overall increase in exporting
activity with almost equal proportions of small and large firms entering
exporting. Small firms, however, tend to survive better as exporters than large

firms.

Tookey (1965) found that the smaller firms which could more easily
adapt their production to the small scale requirements of overseas customers

were more successful as exporters.

Small exporters also tended to have more potential for growth than
large exporters. Using employment as an indicator of a firm's growth,
exporting firms are, generally, growing firms - 85.7 per cent of the small
exporters have increased their number employed, 1974-1978, as compared with
48.0 per cent of the large exporters, and 10.7 per cent of the small
exporters have declined as compared with 40.0 per cent of the large exporters

as can be seen in Table 4.2.

Export Performance

The results for export performance differ from those obtained earlier in

the discussion of the export linkage development. A possible explanation



TABLE 4.2.
GROWTH OF EXPORTING FIRMS, 1974-1978

Chéfge i?t Small Firmsl Large Firms Total
sHpLuyme Number 5 Number % Number %
numbers
Increase 24 85.7 k2 48.0 36 bl
No Change 1 3.6 3 2.0 4 7
Decrease 3 10,7 10 40.0 13 24

Source: Survey Data, 1979

Base year for size category is 1974.
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may be that firms quoted volume with respect to sales and purchases and
value with respect to this discussion. The export orientation (export
orientation is attained when a firm exports more than 20 per cent of
its total value of production) of the firms was low (Table 4.3). In
1974, only 12.6 per cent of the exporters could be described as export
oriented. By 1978, this proportion had only increased to 16.9 per cent
of the firms. This finding is comparable to that of other studies -
Wilton (1978) found 19.5 per cent of his small scale high value firms to
be export oriented and Sloan (1977) found only 2 firms to be export

oriented.

Generally, the export performance of firms has increased over the
period., In 1974, 65.6 per cent of the firms exported less than 5 per cent

of their sales, but by 1978 this had decreased to 35.1 per cent of firms.

When looking separately at the export performance of small and large
firms, it can be seen that small firms tend to be more export oriented. In
1978, 51.9 per cent of the large firms exported less than 5 per cent where-

as only 18.2 per cent of the small firms experted as little as this.

One may conclude that in general, firms exporting manufactured poods
are not export eriented. The current export scene appears to be character-

ised by:

1) Almost equal proportions of large and small firms involved in
exporting.

2) Large firms on average maintain an export to total sales ratio of
less than 0.05.

3) A large number of small firms have a high proportion of their

production going to export markets.

As New Zealand industry is based on a small number of large companies
and a large number of small firms, the relative size and export involvement
of manufacturers are of special interest. Analysis has shown the higher
export involvement and orientation of small firms. Small firms generally
have a similar form of organisation and management, a small market share
and have few specialist staff. Should growth occtr, it is likely that the
firm will undergo a change from a small owner-operated business (denoted by Type
I firms) to a larger-sized operation (Type II) which features new character-

istics related to product line and the functional organisation of activities.

In 1979, the majority of exporters (54.7 per cent) were Type II firms

but Type I firms were also well represented (32 per cent). Few of the



TAELE 4.3.
COMPARISON OF EXPORT PERFORMANCE, 1974-1978

1974 1978
Export Performance
Percentages Percentages

Small Large Total Small Large Total

0-5.0 66.7 64.7 65.6 18.2 51.9 35.1
5.1-10.0 6.7 23.5 15.1 k8 2 1L 14.7
10.1-20.0 ¥3.3 0 6.7 13.6 25.9 19.7
20.1-30.0 0 0 0 27.3 0 136

30. 1+ 13.3 Y18 12.6 22.7 LY.} 16.9

Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Survey Data, 1979.
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exporters, however, were Type III firms. Table 4.4 shows how exporters,
as classified by their organisational type, fare with respect to export
performance. It is surprising to note that Type I firms can achieve a
higher export performance than Type I1 firms. Type IIL firms however,
perform averagely well - they all export more than 5.0 per cent of their
sales. However, one might have expected that Type I1 and II1 firms would

perform better with respect to export activity.

EXPORTING BEHAVIOUR

Stages of Export Behavioural Development

Although the export orientation of the firms is low, the general cxport
performance of the firms is increasing. As Table 4.5. shows, the majority
of exporters have reached a well developed form of exporting behaviour;

58.6 per cent of the firms have reached Stage 7 or beyond, whereas only
18.7 per cent of the firms are in the experimental stages (Stages 1-3) of

exporting.

There is a tendency for more large firms (22.6 per cent) to be exhibiting
experimental exporting behaviour than small firms (13.7 per cent). More
large firms (13.0 per cent), however, show o very highly developed form of
exporting behaviour (Stages 8, 9) than small firms (4.5 per cent). This is
to be expected as only large firms would be able to raise the necessary

capital to set up overseas subsidiaries.

Willis (1973) suggested that firms were not export oriented because they
had not been in the exporting game long enocugh. Tt may be anticipated that
a firm's stage of exporting will rise with the length of time that it has
been exporting. It takes some time to establish overseas contacts, build up
customer confidence and so on. Also, it could be expected that increased
expertise and competence which have been incrementally gained by a learning

process, would lead to a higher stage of exporting.

Table 4.6. does in fact show that the majority of firms which have been
involved in exporting for more than ten years have reached a high stage
of exporting (beyond Stage 5). However, it is interesting to note that a
large proportion of very recent exporters (firms which have been exporting

for five years or less) have also reached a high stage of exporting.

It is also interesting that exporting is a recent activity for the major-

ity of firms; 73.2 per cent of the firms began exporting in the last ten




TABLE 4.4.
THE ORGANISATIONAL STRUCTURE OF EXPORTING FIRMS, 1979

Status of Firms!

Export :
Pﬁl‘foimance Type 1 Type 11 Type III
No. (%) No. (%) No. (%)
0-5.0 6 (35.2) 14 (48.3) 0 (0)
5.1-30.0 7 (41.2) 1 (37.9) 6 (85.7)
30. 1+ P (23.6) 4 (13.8) 1 (14.3)
Total 17 (100.0) 29 (100.0) 7 (100.0)

Source: Survey Data, 1979

As defined earlier in Chapter 3.
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TABLE 4.5.
STAGES OF EXPORT BEHAVIOUR, 1979

48

Percentage of

St | Percentage of Percentage of
Sl Small Firms Large firms All Firms
1-3 13:7 22.6 18.7
4-6 31.8 16.0 22.7
7 50.0 48.4 49.1
8-9 4.5 13.@ 9.5

100.0 100.0 100.0
Source: Survey Data, 1979
As given by question 2 of mail questionnnaire.
TABLE 4.6,
YEARS ENGAGED TN EXPORTING ACTIVITY

Stages of YEARS

Exporting 0-5 6-10 L Je=lis 16-20 20+
1
2 L9
3 9.7 5.8 L8
4 3.8 1.9
5 3.8 3.8
6 7.7 1.9
7 13.6 19.3 5.8 158
8 3.8 1.9
9 1:9 1.9 1.9

Total 40.5 32.7 15.3 1.9 9.6

Source: Survey Data, 1979.
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vears. This tends to support the view that exporting in New Zealand

appeared to 'take-off' following the introduction of export incentives.

-

Reasons for Entry into Exporting

What factors prompt manufacturers to engage in exporting? Are
these factors,which are responsible for initial entry.sufficient to

sustain, improve or reactivate export interest, effort and performance?

The {ive mest important rcasons Lo be given for entry inte exporting
were in order: export incentives, excess capacity of the factory, company
research into export potential, company representatives visited overseas
and the company being approached by an overseas firm (unsolicited orders).
Table 4.7. also shows that the reasons remained generally the same in importance
for all sized firms. New Zealand's exporting research in the past
has also highlighted the major contribution of export incentives for motiv-
ating exporting activity and the minor role of the other factors (Bedkober,
1972; Sloan, 1977; Stening, 1974; Willis, 1973). Thus the importance of

export incentives has remained unchanged through time. (Table 4.8.).

The export incentives have, in the past, strongly emphasised sales
growth of exports. One taxation ineentive was based on 25 per cent sales
increases in established markets and an additional 15 per cent of sales in

desipgnated new markets.

Goals for Exporting Firms

Is exporting a means to achieving goals? Analysis of the goals will
show the business orientation of the firms. Overseas rescarch (Bilkey,
1970) suggests that profit, growth and security of investment are first
priority goals to American and Canadian firms and that market penetration

was a second priority goal.

Analysis of the firms surveyed in Table 4.9. shows that the five most
important goals were in order: return on investment funds, percentage growth
in sales, percentage growth in profits, sales volume and profit margin on
sales. The goals emphasised were similar for all sized firms with the
exception of improved market share for products being more important to

large firms than small firms.

Thus, the taxation incentives strategy which emphasises sales has been

appropriate as important company goals have also emphasised sales growth.



TABLE 4.7.
REASONS FOR ENTRY INTO EXPORTING

1

Reasons for Entry Smal% Firms Large Firms Total

Score~ Rank Score Rank Score Rank
Market saturation for product 10 6= 16 6 26 6
Excess capacity of factory 52 2 44 4 96 2
Internal transport costs affecting market arcas 2 9= 0 10 2 10
Company approached by overseas firm 20 5 22 5 42 5
Company research into export potential 46 3 48 5 94 3
Company representatives visited overseas 42 4 50 2 92 4
Export Incentives 70 1 88 1 158 1
NAFTA opportunities 10 6= 10 7= 20 7=
Regional development incentives 2 9= 2 9 4 9=
Other reasons3 10 6= 10 7= 20 7=
Source: Survey Data, 1979.
A The base year for size was 1978.
2 Weighted score: those reasons ranked one, two or three according to importance were ranked six, four and

two respectively.

4 Other reasons included: to spread production of a seasonmal product, limited New Zealand market and asked

to by a parent company.
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TABLE 4.8.

REASONS FOR INITIAL ENTRY INTO EXPORTING IN NEW ZEALAND RESEARCH

. Small Large Stening's Survey
easons for Entry South Islang South Island Survey Firms. 1979

Exporters 1977 Exporters 1977 1973 ’
Export Incentives 1 1 1 1
Excess Capacity 2 2 4 2
Research into export potential > 3 2 3
Approached by overseas country 3 4 6 4
Visit overseas 4 5 3 5
Market saturation in N.Z. ) 6 - 6
N.A.F.T.A. 10 7 5 7=
Test marketing of a product 7 8 8 =
Opportunity from devaluation 8 9 7 =
Regional Development Incentives 9 10 - 9=
Internal transport costs

11 11 5 10

reducing competitiveness in N.Z.

Source: Le Heron, 1978.
Survey Data, 1979.
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TABLE 4.9,
GOALS OF EXPORTING FIRMS

Coals Smal% Firmsl Large Firms Total
Score Rank Score Rank Score Rank

Sales volume 38 3= 32 6 70 4=
% growth in sales 48 1 38 2 86 2
Absolute level of profits 8 8= 22 7 30 7
% growth in profits 38 3= 36 3= 74 3
Profit margin on sales 36 5 34 5 70 4=
Return on investment funds 46 2 78 1 124 1
Product diversification into related areas 8 8= 14 8 22 8
Geographic expansibn of product sales 12 7 6 9 18 a
Product diversification into non-related areas 0 10 4 10 4 10
Improved market share for products 18 6 36 3= 54 6

Source: Survey Data, 1979.

The base year for size was 1978.

2 .
Weighted score: those goals ranked one, two or three according to importance were ranked
respectively.

six, four and two
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Reasons for not continuing exporting activity

Of the five firms which discontinued exporting activity between 1974
and 1978, all were large firms. There was no one reason why firms
stopped exporting. The different reasons were lack of export experience,
liquidity problems, increase in domestic market demand and budget
alterations which affected the product which could be exported by one firm.
All five exporters are reactivating cxporters as they replied that they
would consider exporting again in the future and three of these firms

said that they were actively seeking export orders at present.

Difficulties of Exporting

The reasons for firms not continuing exporting are related to the
difficulties that exporters have when they are actively involved In

exporting.

Many of the difficulties listed in Table 4.10. were found to present
an equal percentage of difficulty to all firms. The most important
difficulties were: scheduling to meet export delivery dates organising
shipping, assessing export profitability, estimating overseas credit risks,

making contact with buyers, financing export sales and selling overseas.

It is perhaps surprising te find that factors which large firms per-
ceived to be important difficulties were not found te be so by small
firms; for example, small firms found designing new products for export,
obtaining credit risk insurance, estimating overseas credit risks and

advertising to be relatively unimportant obstacles.

The converse is also true as large firms found handling export docu-
mentation, finding agents for marketing, making contact with foreign
buyers, financing export sales and other difficulties to be of little

importance unlike the small firms.

Thus small firms and large firms have varying obstacles to exporting.
The difficulties perceived by small firms arise from the limited amount of
capital that small firms are able to invest in organising an export infras-

tructure within the firm.

Factors of Importance to Exporters

Variables of importance to exporting were generally the same for all
sized exporters. The most important variables were selling price, product

features, direct personal selling, terms of sale and direct distribution.




TABLE 4.10.
THE DIFFICULTIES OF EXPCORTING RANKED BY SIZE OF FIRM

Difficulties Smalll Firms lLarge Firms Total
Assessing export profitability 8= 3= 3=
Designing new products for export 13= 3= 9=
Modifying existing products for export 6= 7= 9=
Preparing samples 8= g= 12
Scheduling to meet export delivery dates 1= 1 1
Handling export documentation 8= 13= 13=
Handling payments from overseas 8= 6 9=
Obtaining general export insurance 13= 17 L7
Obtaining credit risk insurance 13= 1= 13=
Organising shipping 6= 3= 2
Finding agents for marketing 8= 13= 13=
Making contact with foreign buvers I= 13= 3=
Selling overseas 5 7= 3=
Financing export sales & 9= 3=
Estimating overseas credit risks 13= 2 3=
Advertising overseas 17 §= 16
Other? 1= 13= 3=

Source: Survey Data, 1979.

; The base year for size was 1978,
2 other difficulties included: assessing market potential, performance of agents, price.
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Advertising and sales promotion, however, tended to be more important to

small firms than large firms. (Table 4.11.).

Competitive Advantage of Exporting Firms

Firms were given a list of five advantages which could help them to
compete successfully. 1In general, firms ranked the following factors in
order of importance: efficient production, technology, unique product,
efficient marketing and proximity to market. Small and large firms,
however, differed in the factors which thev thought contributed to their
competitive advantage. Small firms found that a unique product was a

more important competitive advantage than did large firms.

Large firms, however, found efficient production, technology and

efficient marketing to be more important than did small firms. (Table 4.12).

These advantages underline the strategic inclinations of the firms.
Le Heron (1978) suggests that dominant orientations towards the market and
towards technology are helpful to exporting but an orientation towards the

product is not helpful.

Thus, it can be seen that the dominant orientations of these exporting
firms were towards technology and product strategies but not towards a
market orientation. This is 1important as a lack of market growth could

prevent growth and organisational evolution.

Comparison of the Technology

The technology of exporting firms in comparisen to other New Zealand
firms was found to be more advanced in 1978 than in 1974; the majoricy
of firms (52.2 per cent) considered their technology to be more advanced
than other domestic firms. On the international scene, New Zealand
exporters also consider that their technology has improved; however, the
majority of firms (61.4 per cent) perceive their technology to be only
comparable with that of other overseas firms. These results are shown in
Table 4.13.

Involvement in exporting has enabled firms to gain a wider knowledge
of production in overseas countries which may have led to improvement in
their own product quality and design. The competitiveness of New Zealand
exporters has been proven, over time, by the rising export performance

and export sales growth.



TABLE 4.11.
FACTORS OF IMPORTANCE TO EXPORTERS

Variables Sigii% Fif?ﬁik Stg;ge Fi;:ik scorEOtalRank
Selling price 102 ] 155 1 257 1
Terms of sale 75 111 5 196 4
Packaging 72 6 106 6 178 6
Advertising 52 8 74 10 126 9=
Sales Promotion 73 5 84 g 157 7
Direct Personal Selling 92 2 121 3 213 3
Indirect Personal Selling 36 10 92 7 128 8
Direct Distribution 64 7 120 4 184 5
Indirect Distribution 33 11 69 11 102 11
Product Assortment 39 9 87 8 126 9=
Product Features 91 3 126 2 217 2
Source: Survey Data, 1979.
& The base year for size was 1978.

Weighted score: those variables ranked one, two, three or four according to importance were weighted by

values six, four, two and one respectively.
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TABLE 4.12,
ADVANTAGES OF THE EXPORTING FIREMS

Advantages Small Firﬁs L?rge Firms . Tnc§1
No. (Rank) No. (Rank) No. (Rank)
Technology 9 (3) 19 (2) 28 (2)
Efficient production 13 (2) 22 (1) 35 (1)
Unigue Product 15 (1) 9 (4) 24 (3)
Efficient marketing 4 (4) 11 (3) 15 (4)
Proximity to market 2 {5) 3 {5) 5 (5

Source: Survey Data, 1979.

TABLE 4.13.
COMPARISON OF TECHNOLOGIES IN OVERSEAS AND N.Z. FIRMS, 1974-1978

State of firms' technology in 1974 1978
relation to overseas [irms. (percventaves)

More advanced 132 22,7
Comparable 55.3 61.4
Less advanced 3133 158
State of firms' technology in 1974 1978
relation to other N.Z. firms. (percentages)

More advanced ' 42.5 52.2
Comparable 55.0 47.8
Less advanced 2.5 -

Source: Survey Data, 1979.



Form of Exporting

Table 4.14. shows the order of importance of the various forms of
exporting practised. Most exports are in the form of conventional
trading with consignments being sent from manufacturers to agents,
distributors, retailers and end users. Apgents and/or distributors
were used by 38.5 per cent of the firms surveved; the larger firms
committing more of their export sales to agents/distributors than small
firms. Most firms make a real attempt to appoint an effective agent
abroad, but it is difficult for firms to assess their efficiency. Small
firms, especially, have difficulty in obtaining agents for markets and
making contact with foreign buyers. Those [irms which used local
distributors and agents left most of the advertising up to them. Most
firms did not restrict themselves to one form of selling. Usually,
several forms of exporting were used and these varied according to the

type of product made and the market to which the products were sold.

The use of export agents appears to have been only a recent
phenomenon as shown in Table 4.15. Before 1970, only 5 export agents
around the world were uvsed; by 1979 this number had increascd to 28.

The majority of agents employed are located in the Pacific Basin area.

Related to the use of overseas apents, is the number and type of
personnel which are directly involved in exporting activity within the
firm. Since 1974, only 10 [irms have had any change in export

personnel-usually, this involved the appointment of an export manager.

Capital Assets

An examination of a firm's capital assets in land, buildings, plant,
machinery and equipment provides an indication of its ability to grow
and produce in the future. A low level of investment may show that a
firm is not using the most modern machinery and equipment which will
enable it to produce competitively in New Zealand or on overseas markets.
The fundamental question thus concerns the ability and willingness of
firms to incur the extra fixed costs to establish and develop the
infrastructure necessary for the full realisation of the export trade

potential. The general impression from the findings in Tables 4.16. and

4.17. is that there is a general reluctance to commit sufficient resources

to this end.

An annual average of 22.1 per cent of the exporting firms undertook

building expansions in the period 1974-1978; this figure was lower for
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TABLE 4.14.

FORM OF EXPORTING, 1979
P o BROGTELR Small Large Total
M *P & No.(% of small) No. (¥ of large) No.(7Z of total)

Distributors/agents 10(32.3) 20(42.6) 30(38.5)
Retailers/end users 11 {35:5) 11.(23.4) 22(28.,2)
Intracompany trade 5(16.1) 4(8.5) 9(11.5)
Tender or contract 5(16.1) 9(19.1) 14(18.0)
Export houses = 3(6.4) 3(3.8)
Total 31(100.0) 47(100.0) ?SRIOO.G)
Source: Survey Data, 1979.

1
Some firms used several forms of exporting, hence Total was larger than

the number of firms which could be analysed effectively. (f.e.

effective use rate).

TABLE 4.15.

USE OF EXPORT

AGENTS

Year agent was employed

the

Number of firms by Market Areal

1 2 3 Total
Before 1970 5 5
1971-1975 5 6 1 12
1976-1979 20 7 1 28
Source: Survey Data, 1979.
1 Market area is subdivided by proximity and access: | 1is Australia,

Pacific Islands and South East Asia;
and the E.E.C. and 3 is Gulf States and Africa.

2 is North America, United Kingdom
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TABLE 4.16.
FIRMS UNDERTAKING BUILDING EXPANSTIONS, 1974-1978

- Small Firms ° Large Firms Total
Number %1 Number 72 Number 7%
1974 2 9.5 6 22,2 8 16.7
1975 2 9.5 5 18.5 7 14.6
1976 6 28.6 259 13 271
1977 4 9.0 10 370 14 29,2
1978 6 28.6 3 18.5 11 22.9

Source: Survey Data, 1979.

Percentage of the 21 small firms answering this question.

Percentage of the 27 large firms answering this question.

TABLE 4.17.
FIRMS UNDERTAKING MACHINERY EXPANSIONS, 1974-1978

Ve Small FerT Larye Firf¥ ' Tﬁtu] )
Number pA Number L Number 7
1974 4 19.0 13 48.1 17 35.4
1975 6 28.6 15 55.6 21 43.8
1976 6 28.6 14 5159 20 S
1977 9 42.9 18 66.7 27 56.3
1978 10 47.6 18 66.7 28 58.3

Source: Survey Data, 1979.

Percentage of the 21 small firms answering this question.

Percentage of the 27 large firms answering this question.
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small firms. Similarly, 47.1 per cent of the firms on average annually
undertook machinery expansions and again this figure was lower for small
firms. Also, building and machinery expansions were not in general tied

to export production. These findings are similar to those of Sloan (1977),
who also found that building expansions were not related to exporting

activity.

It is not unnatural that such a reluctance is most marked in small
firms. Initial outlays, in particular, on building up the infrastructure

for export trade represent a fixed investment, often with hiph risk factors.

Difficulty of Market Access

Firms were asked to assess the degree of difficulty that market areas

within New Zealand and overseas presented to firms.

In assessing the relative difficulty of markcet subarcas within
New Zealand, it was found that the degree of difficulty increased with
distance from the Central North Tsland where the firms are located (Table
4,18.). However, it is surprising to note that small firms found selling

to Dunedin more difficult than exporting to Australia.

When looking at the varying degree of difficulty the various overseas
markets present to New Zealand firms, one finds that three clusters of
markets emerged. The most difficult markets to export to were those which
presented both physical and cultural barriers - South America, India, Africa,
Eastern Europe and the Gulf States. The next cluster of markets which
presented moderate difficulty were those which presented either barriers of
physical proximity or cultural diversity - the United Kingdom and E.E.C.
countries and South East Asia and Japan. The cluster of countries which
present the least amount of difficulty are those which are physically close
- Australia, the Pacific Islands and North America. (Table 4.19.). The
degree of difficulty encountered in the world market areas varies little

between large and small firms.

Market and Product Expansion Strategies

The expansion of the markets for exports has been regarded as an
important national objective. The real interest of any period of exporting
activity lies in the small changes which indicate that firms are planning
their exporting activity. These small changes may include the penetration
of existing markets, the expansion and development of new products and the

development of new markets.

.



TABLE 4.18,
DIFFICULTY ENCOUNTERED IN NEW ZEALAND'S MARKET AREAS

Degree of Difficulty Ranked for Firms

New Zealand Market Areas Small Firms Large Firms Total
Northern North Auckland ) 4 4
Auckland 6= 5 8
Southern North Island 8 7= 7
Wellington b= 1= 8
Christchurch 4 6 5
Dunedin 2 3 3
Exporting to Australia 3 2 2
Exporting elsewhere 1 1 1

Source: Survey Data, 1979.

TABLE 4.19.
DIFFICULTY ENCOUNTERED IN THE WORLD MARKET AREAS

Degree of Difficulty Ranked for Firms

World Market Areas Small Firms Large Firms Total
Pacific Islands 11 12 11
Australia 12 11 12
North America 9 10 10
Eastern Europe 2= 4 &
South America 2= 1= 1
Japan 7 6 7
India 1 3 2
South East Asia 10 9 8
United Kingdom 8 8 9
E.E.C. Countries 6 7 6
Gulf States 5 5 5
Africa 4 = 3

Source: Survey Data, 1979.
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Table 4.20. shows that the majority of exporting [irms have expanded
their operations to one or more additional overscas markets. A fairly large
proportion of exporters (28.4 per cent) still base all their exporting
activity on only one overseas market. The pattern of market expansion is
similar for both small and large firms. 1t is interesting to find that
97.0 per cent of the market expansions were made since 1960 and of these
84.8 per cent were made since 1970. Market expansion is thus a recent

tactic or strategy of exporting firms.

Product extension presents a different picture. The majority of
firms (52.1 per cent) export only one product and very few firms export
more than two products (7.2 per cent). There is little difference between
the product extension strategies of small and large firms as can be seen
in Table 4.22. As with market expansion, product extension has mainly
occurred since 1970. No firms made any product extension in the decade

1960-1969 and few did before 1960. (Table 4.23.).

THE EXPORT CONTRIBUTION OF PERIPHERAL URBAN ECONOMIES

Table 4.24. summarises the geographical extent of exporting firms'
operations according to their urban location. The locations studied all
belong to the periphery of the New Zealand space cconomy, with the
Auckland area forming the core.

The export contribution of each of these urban economies has increascd
noticeably over the period 1974-1978, with Napier showing the greatest
increase and Wanganui showing the smallest. The exporting firms of
Hastings, however, have the highest export contribution - this can be

explained by the dominance of the food processing industry.

The predominance of extraregional purchasing of materials and sales
of produce is apparent. This may be explained by the small local market
of these urban economies and the need for firms to expand their material

linkages to gain economies of scale and to increase sales.

The dependence on non-local purchases is slightly higher than the

dependence on non-local markets.

These features of the trade flow pattern reflect the peripheral
nature of the economies in the study area. Le Heron (1976) also found

similar trends appearing in his study of the area.

The conclusions and implications of the findings in this chapter



will be discussed in Chapter 5.
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TABLE 4.20.
MARKET EXPANSTION STRATEGIES

Type of Expansion

Percentage of Percentage of

Percentage of

Small Firms Large Firms Total
No expansion 292 27.6 28.4
Expansion to one
additional market 45.8 41.4 43.6
Expansion to several
additional markets 25.0 31.0 28.0
100.0 100.0 100.0
Source: Survey Data, 1979.
TABLE 4.21.
TIMING OF MARKET EXPANSIONS
Percentage of Percentage of Total
Time Small Firms Large Firms Ex 1n;ion
To Expand To Expand RS :
Before 1960 0 5.9 3.0
1960-1969 6.7 17.6 12,2
1970-1979 93.3 76.5 84.8
100.0 100.0 100.0
Source: Survey Data, 1979,
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TABLE 4.22.
PRODUCT EXPANSION STRATEGIES

Type of Expansion

Percentage of

Percentage of

Percentage of

Small Firms Large Firms Total
To make no
product extension 60.9 43.3 52,1
To extend one
additional product 34.8 46.6 40.7
To extend several
additional products 4.3 10.1 T2

100.0 100.0 100.0
Source: Survey Data, 1979.
TABLE 4.23.
TIMING OF PRODUCT EXPANSIONS

Percentage of  Percentape of Total

Time Small Firms Large Firms ;

Expansion

To Expand To Expand
Before 1960 12,5 19.3 12.9
1960-1969 0 0 0
1970-1979 87.5 86.7 87.1
100.0 100.0 100.0
Source: Survey Data, 1979.
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TABLE 4.24.
SUMMARY ORIGIN AND DESTINATION OF TRADE FLOWS, 1974-1978 (percentages)

Palmerston North Napier Hastings Wanganui Levin
1974 1978 1974 1978 1974 1978 1974 1978 1974 1978
Purchases
Local Area 17.1 17.4 B ¥ 19.6 &).5 40.6 33.3 34.5 13.8 18.6
Interregional 51.2 42.8 38.9 37.9 24.5 2743 34,2 31.0 53L.7 43.2
Imports 31.7 39.8 55.4 42.5 34.0 32.1 32.95 34.5 32..5 38.2
Total Purchases 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Sales
Local Area 22.3 22.4 40.7 19. 7 18.1 1:2:::0) I5.1 14.1 33 5.2
Interregional 71.6 61.0 52.9 58.9 63.3 59.9 77.0 74.7 90.2 5.0
Exports 6.1 16.6 6.4 21.4 18.6 28.1 73 11.2 6.5 19.8
Total Sales 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Survey Data, 1979.
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CHAPTER 5
SUMMARY OF FINDINGS AND CONCLUSTONS

RATE AND NATURE OF EXPORT LINKAGE DEVELOPMENT

There has been some development of the export linkage but, even so,
exporting still represents a minor portion of the sales linkages of exporters.
Both small and large firms have experienced export linkage development, but
the linkage is more strongly developed within the small firms than in the
large firms. The increasing proportion of export sales has accompaniced a
decline in the sales to the local market and an unchanging proportion of sales

to regional markets.

This suggests that firms have developed from being local traders to
being international traders, thus omitting the middle stage of the operational
space - the regional trader. The analysis also shows the increasing contrib-
ution exporting has made to the peripheral urban economies and the important

part that firms located in these areas have to play in the total export scene,

THE EXPORTING FIRM

Although exporting is a recent phenomenon, the majority of the firms
already exhibit a highly developed form of exporting behaviour. The introduction
to exporting has mainly occurred after the introduction of export incentives
~ export incentives were ranked as the most important factor to motivate entry
into exporting. Firms perceived many obstacles to exporting. This may have
been partly due to the importance attributed to product-related variables which
firms considered important. Earlier studies have emphasised rather that
technology and market orientations are helpful to exporting but not product

orientation. (Le Heron, 1978).

Exporting firms did, however, tend to follow a market expansion strategy
rather than a product-related strategy. Furthermore, the analysis found that
these New Zealand exporters found their level of technology to be more advanced
than that of other New Zealand manufacturers, but they also perceived their

technology to be only comparable to that of overseas firms.

There was a general reluctance to invest in capital assets, especially
if they were to be used primarily for export production. This situation,

however, improved over the period studied.

Physical distance presented a barrier to exporters selling their product
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within New Zealand and also overseas. Generally, the greater the distance
the more difficulty is perceived in selling in these markets. Cultural

diversity also presented a barrier to exporting activity.

These findings tend to suggest that government export incentives have
gtimulated firms to begin and expand exporting and have provided a bridge
over certain barriers which must be crossed if exporting develops naturally.
This has perhaps resulted in a breakdown in the spatial learning process
leading to uncertainty about investment in capital assets for exporting,
the perception of many obstacles related to exporting and perception of

difficult market areas.

The present export scene shows the progress achieved by many exporting
firms. The analysis, however, indicates the heavy reliance of exporters on
government export incentives and that exporting is a marginal activity for
many firms. The initial export efforts have been difficult development
tasks during the period in which experience of overseas markets has been

built up.

'Exporting manufactured goods in New Zealand thus presents a

picture of a large number of small - and medium-sized firms
struggling te increase their total sales beyond the confines
of a largely saturated home market. Exporting for these firms
is seen as a useful adjunct to domestic sales, particularly
with the possibilities offered by marginal costing and the

taxation incentives'.
(Willis, 1973, 174)

This does not imply that exporters are unable to become successful
exporters — the high stage of exporting behaviour, which has been reached by
the majority of firms, shows the latent ability. However, a soundly based
export marketing strategy needs to be implemented within the firm to achieve

export success.

A Case for the Small Exporting Firm

The fact that the regional and national stages of expansion of the
operational space are omitted has serious implications for the growth and

metamorphosis of the firm which normally occurs during these stages.

However, a case can be put forward for the encouragement of the small
exporting firm. Several conclusions about small exporters arose from the
analysis. The survival and growth of exporters is greater for small firms
than large firms. Small firms are more export oriented than large firms.

Large firms tend to exhibit experimental exporting behaviour more than small
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firms. Small firms rely less on imports than large firms.

On the other hand, large firms have a higher rate of entry into exporting
than small firms. The obstacles to exporting of small firms tend to be
related to the amount of capital and time which can be invested into export-
related matters. Small firms also do not undertake as many capital expansions
as large firms. These latter features are a reflection of the small size.
Large firms have more resources to invest in exporting and the initial
threshold to entry is not as great as it is for small firms., A large amount
of time and money has to be spent in researching the overseas markets and
setting up the necessary infrastructure for distributing and selling a

product overseas.

Export incentives initially favour the large exporter as they cannot be
claimed until exporting activity has been carried out for a certain period

of time.

Thus at the level of the individual manufacturing firm, the results con-
cerning the relationship between size of the firm and export performance
suggest that Government should seek to encourage firms of all sizes. The
export potential of small firms is as great as that for large firms.

'Most firms start small...of those which survive, only a

relatively small per cent expand and develop their

operations...a certain per cent develop an export quality

of product and grow. A certain per cent of the large

industrial firms establish branches in different locations,

a certain per cent of these branches develop new product

lines. And so the evolutionary process continues'.

(Bilkey, 1970, 45)

IMPLICATIONS FOR POLICY-MAKERS

The stages theory of firm growth and exporting behaviour has important
implications for industrial stimulation. One is that firms should be
classified according to their stage and appropriate stimulation measures
applied to them. A second implication is that stimulation may be achieved,
through measures to alter the firm's organisation so as to shift them to

socially more desirable stages of growth.

The attainment of a goal of manufactured exports representing twenty
per cent of total exports is likely to be attained if the present trends of

export growth continue.

The total export scene has evolved considerably over the past few years.



Both large and small firms have contributed to the growth and evolution
of the export function and this sector has potential for growing even

more under the new round of export incentives.
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APPENDICES
APPENDIX A

QUESTIONNAIRE CGUIDELINE FOR INTERVIEWING
FIRMS ENGACED IN EXPORTING ACTIVITY

Details of the firm:

Firm Name Location

Status of the Firm Ownership

Year founded

Number of staff employed

Has the firm been relocated? YES/NO When?

Total Sales ($) for 1978
Export Sales (S) for 1978

Sequence of the firm's exporting activity:
When did you first begin exporting?
What was the first product you exported?
Where did you export it?
Was this first export order solicited or unsolicited?

Have you since exported this preduct te other overseas markets?
(If yes, when and where?)

Have you exported any other products? (If yes, deatils).

Process by which the first export order came about:
(If unselicited) How were you contacted by the buyer?

(If solicited) How did you obtain your first order?
Why did you export that first order? (i.e. what motivations?)

What method of exporting do you use? (i.e. own sales force, export agents,
import distributor, licensing, subsidiary).

What use does your firm make of:
brand name
packaging
advertising and promotional activities
overseas visits

trade fairs

What type of transport distribution system does your firm use to export
your product overseas?



10.

What are the benefits of exporting to your firm?
What obstacles does your firm encounter when exporting?

Has your firm expanded in any way since commencing exporting?
floorspace, number employed, new plant, new premises, other).

(e.g.
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APPENDIX B

MASBSEY ONTVE RSTEY
DEPARTMENT OF GEOGRAPHY

SURVEY OF MANUFACTURERS

Company Name and Address:

l. Please indicate: 1974 1978

Exports as a percentage of firm sales 7 7

Employment (total number)

2. Please indicate your firm's stage in exporting:

Tick One Stage Only

1. Unwilling to fill any exXport orderscce:scisasscaasasnesvonas ( )
2. Willing to fill unsolicited order, but not prepared to

explore feasibility of exporting......ccovivvrinrniinnenan. ( )
3. Willing to fill unsolicited order, and prepared to explore

Feagdbdltity of SXpOBTINE on wemoruan saimaye fie SwmasEraig inwee L s ( )
4, Exporting on an experimental basis to one country..v.oeeeiva. ( )
5. Experting to one country and adjusting levels to exchange

PR, UHe S e 5 B R e R S SRR e Suharee e lta e e i S { )
6. Experting feasibillty of exporting to additional countries.. ( )
7. Exporting to several countries and adjusting levels to

exchange FATEE @BCipu wuavew o vinviis s Gmve 5 s EE e Wl G S ( )
8. Operating a subsidiary for distribution.:.eueee viasensisves ( )

v Operating a subsidiary for manufacinne. . ienesns ss samis mn e ( )

10, Rehier (DLEASE: SPRETTVY o tveinie ssumme avn wioue via s mossmsssmn v wwemess e s

............................................................ ( )

3. Please indicate which 3 of the following goals are the most

i tant id ion:
mportant guides to company action Rank 3 Only

(Number 1,2 and 3)

e (DeLes VOLUmMe ik 55 B Auas 55 mailds i o sholsie s B (eerrnie avsiges ( )
2. % growth in salesS...veeeueeerneens A U, ( )
3. AbBoliute Tevel OF PrOELEE . vives coesivmmes ssoemsasss §E s saes ( )
e % grovth In profitg. cevee s e SR WIS SISO 0 SR B ( )
5. Profit margin on sales........ B EEAE VAR SRR S ( )
6. Return on investment funds...... O e S e AT S ( )
7 Product diversification into related areas...... ¥ DEEEa ey ( )
8. Geographic expansion of product sales..... B e ( )
9. Product diversification into nonrelated areas.............. ( )
10. Improved market share for products......... e R IR e SR S ( )
¥lie DEREE o auwarwve vraom s w a5 545 Wi Sasste s ieaview a2 §ah S w e ( )
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Please rate each of the following market areas according to the degree of
difficulty they present to your company. (Circle the appropriate number
for each area):

Market Areas Degree of Difficulty

Minimal Extreme
1. Northern North Island 1 2 3 4 5 B 7
2. Auckland 1 2 3 4 5 6 i
3. Southern North Island 1 2 73 4 5 6 7
4. Wellington 1 2 3 o 5 6 7
5. Christchurch 1 2 3 4 0 b 7
6. Dunedin 1 2 3 4 5 6 7
7. Exporting to Australia 1 2 5 4 5 6 7
8. Exporting elsewhere in the World ] 2 3 4 5 6 7

Please rate each of the following world market areas in terms of the
difficulty they present to your company. (Circle the appropriate number
for cach area):

World Market Arcas Degree of Difficulty

Minimal Extreme
1. Pacific Islands ! 2 3 4 5 6 7
2. Australia l 2 3 4 5 6 7
3. North America | 2 3 4 5 b 7
4. Eastern Europe 1 2 3 4 5 6 7
5. South America 1 2 3 4 5 6 7
6. Japan 1 2 3 4 5 6 7
7. India 1 2 3 4 5 B 7
8. South East Asia 1 2 3 4 5 6 7
9. United Kingdom 1 2 3 4 5 6 s
10. E.E.C. Countries (excluding U.K.) 1 2 3 4 5 b 7
11. Gulf States 1 2 3 & 5 ) 7
12, Africa 1 2 3 4 5 6 7

Please rank in order of importance the 3 most important reasons for
entry of your factory into the export field:

(Rank 3 only-number 1,2,3)

1. Market saturation of factory's productS......c.evu-s ( )
2. Excess capaclty 6f BartOre .. eeeme se siseimae e s sessims ( )
3. Internal transport costs affecting market areas..... ( )
4. Company approached by overseas firm............... o ( )
5. Company research into export potential.............. ( )
6. Company representatives visited overseas............ ( )
7. Export incentives..i.:sisvcens S s R e e e SRl ( )
8.. NAFTA OPPOTCUNICLEE . uie mon oo mavabiackys wavssse s ab o e ( )
9. Regional development incentives.........ivivverensne ( )
10, 'Other (please’ Spectly) e vemwan s swimiese wa ses e
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10.

11.
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Please indicate which of the following advantages help your company
compete successfully:

L “TOEhTELOET s o suemmmis vve wiemiese GIa0aen s S v m SINE SR ( )
2. EfEteisnt productioh MEEROA8. wn swemm wi sawms sumen seleses e e ( )
3. Unique produgtoe: swemimes veisies® samee se SIaeIens SaliN GAtTAEEE 1 ( )
4. Efficient marketing techniques. sovus in wienm i i cines o4 o ( )
5: Proximity o markelasves wauesn Samas o6 sdums o8 o anEs e o3 ( )

Please indicate how the manufacturing technology of your factory compares
with cverseas and other New Zealand factories producing broadly similar
products (Check for each vear):

Factory's technology was Overscas lactorics Other N.Z. factories
1974 1978 1974 1978
more advanced than ( ) ( ) ( ) ( )
comparable to ( ) ( ) ( ) ( )
less advanced than ( ) ( ) ( ) ( )

Please indicate building expansions in the past 5 years and their
connection to export production:

Approximate § value only Use for export production
wholly partly not used
1974 ( ) ) ( )
1975 ( ) ) ( )
1976 A S C )
1977 £ 7 & 3 ¢ B
1978 £ 3 ¢ 2 « )

Please indicate machinery expenditures in the past 5 vears and their
connection to export production:

Approximate S value only Use for export production
wholly partly not used
1974 ( ¥ % ) ( )
1975 ( ) ) ( )
1976 ( » X ) ( )
1977 ( ) ) ( )
1978 ( 6 ¢ ) ( )

Please estimate the origins and destinations of your company's inputs
and outputs: (rough percentages sufficient).

Purchases 1974 1978 Sales 1974 1978
Local area % % Local area %
Outside region 7 % Outside region pA

Imported % % Exported
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13.

14.
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What form of exporting does your firm follow? (please tick):

1. To distributors/agentsS...ceesereeecocroonsssanes ( )
2. To Totallers and CHA“UEOTE. wa wwwsre sn wimsiose o umsms ( )
3. INEPA-Conpany EXad8. sy sweieess wanes v waiews s vimee { )
4. By tender or contracts:.swen vs v an vanas on avas { )
5:: Through oxport HoUSes: cvuwimws ae v wwi S5 aem e 2 seass ( )

If you export through agents, please pive the year the agent was
appointed for each market:

Market.

LR -
Z,

3

If at present your firm is regularly exporting, please indicate which
difficulties your company is encountering in the course of exporting.
(check where applicable):

1 Assessing export profitability.....cvvvvvavinn, ( )
2 Designing new products for export.....i.coevuean ( )
¥ Modifying existing products for export......... ( }
4+ Preparing samples i oveies w v ey 156 Simees ( )
5. Scheduling to meet export delivery dates....... ( )
6 Handldng eXport dociienEatlon s nmmy s oo fins s ( )
7. Handling payments From OVErSGAS.eewres vemmaveel )
Bi. DEtAININE eneril export 1HSUEaNCE s v vemmames ( )
9. Obtaining credit risk Insurances....seeesoeiees { )
10: Dreanising shipping: cewus b S0l wEeue v sv ek ( )
11. Finding agents for marketing....cvoeeveeesuvons ( )
12, Miuking contact with foreign buvers..........o.n ( )
13, Selldng URTEERE v st wie svvimes savesus s Wi s ( )
14, Finafeing oxport. SHleBh.e memwsn oeeemn po s s o ( )
15. Estimating overseas credit risks.......co0uins ( )
16 Advertising OVETSeasS iy oy ww ses i weGies ve S =5 i { )
17: Other (please specdfy)esn vunes v Sevss vn svm deei b
............................................... ( )

Show for fellowing variables the importance they have, in relation to
exporting:

(1 = very important; 2 = important; 3 = of minor importance; 4 = unimportant)

1 Belling Price; i issvd ss sisnneh veaes s s e 55 o ¢ ( )
2, TErms ol Balion o aaihs ambier s st e st sk s ( )
3. PHCKARING. v onnrie vaisimy it (o s e sk L ( )
.  KAVErtIsEng. v carwsiienm e » R B K S A S " )
5. Bales Promotdon : voees we vewamms e saeeiee e sr ( )
6. Direct Personal Selling......cecevu.n O )
7+« Indirect Persondl Sellingeiss vesis snites s is dss ( )
8. Direct Distribution....e..... s e T o AT e Pl e T ( )
9. Tondirest DISLrIbUtIoN .« coneros vmvna semie s TOE, )
10 Product ASSOTEMENT.ww s wusaamis srimis o e P )
11. Product FeatureS......:sss G E RER SEe W w ( )
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15. Has there been any change of the top management personnel who are
involved solely in exporting activity, since 19747 (please state).

deskdorkkd Rk Rk sk ok Aok bk bk ek ek ek Rk R dok el R ek de ke ek el e i ot A s ek e R e Rk e

If your firm is NOT at present exporting, please answer questions16-18:

16. VWhen did your firm cease exporting?

17. Please tick the most important factor(s) which caused your firm to
cease exporting:

L Eagk of eXport Ordets cvwe va seams s se S e G e MR B W e ( )
2. Lack of export experience (Documentation, communications,
currency and credit problems)......... R o L P BT § )

3., Inzufficiont produttion COPBTETY: « 2 s e sesmnie Remiaiase ke e ol )
4. Company reStrictions ON EXPOTLS .o« ce cesse sninmeinn s senme se semos ol )
5e: LIGUAdIEY PrObLGHS . on swenm o smme w5 s b sisisismnge e SEmes o s g 3
G DOMESELE MATKEE QeMatids wues v wmmme i soime 66 aistesmm/es e wasmieoms wesae vl )
oo TranBSport ProblefiS.. cunvewns sum s e oo e o e i S S, o RS SOk )
84 Labou® pPoablems vy s sumivi o s & ¢ T T G et vieee sk )
9. Key personnel leaving (please specify)

o SN O SYRTRAYR s e SRV R R B v g T A G i R ( )
10, Other internal influences (please specify)

§ NS P KRR R ARG SRR . B e B R .. 1 )
11. Other external influences (please specify)

B T o b S o SRS b e R R R P i o s w5l )

"

18. Would your firm consider exporting in the future?

1f yes, then does your firm actively seek export orders at present?

Thank you for your assistance.

Please return the questionnaire to;-

Miss N. Addis,
Department of Geography.
Massey University,
PALMERSTON NORTH.



79

Massey University

PALMERSTON NORTH, NEW ZEALAND TELEPHONES. 69.099, 69-089.

In repiy please guore:

Department of Geography

Dear Sir,

I recently had an interview with you on the subject of your

firm's exporting activities. 1In order to further this study,
... I enclose a questionnaire to seek additional information. A

I commented prior to commencing the interview, all informacion

supplied will be treated as strictly confidential,

Both the interview and the questionnaire are providing the
basis for my Masterate Thesis and, at the same time, add
practical information to the knowledge of exporting firms.
Hence, I would be pleased if you could assist me by completing

and returning this questionnaire at your earliest convenience.

Yours faithfully,

Ngaire M. Addis
Masterate Student.

Encl:
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