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Increasing emphasis has been placed on the need for m'1nufact:urcd 

exports to make a more important contri bution to the New Zealand economy , 

due to declining demand for agricultural produce and a growi n g balance 

of trad e deficit . The New Zealand government, over the past twenty ye .1 rs, 

has introduced a variety of export incen tiv es to e ncourage manufacturing 

firms to export . 

'l'hL' aim of thi s thesls is to exnminc wha L happt•ns to m;111uf.:icturing 

firms when they expand their operations to internntional mnrkcts. Tl1c 

adoption of the export function has implica tions for grow th and survivril of 

firms, especially for small firms which predomina t e in the New Zealand 

manufacturing sector. 

Firms ca n be classified a cco rding to their different stngcs of 

organisa tional grLiwth . Thresholds must be ovL•rcome if a firm i s Lu dL'Vt:ltip 

antl expand i Ls upL· r<i t ion spdcL' . 

i 

intern;1t i oll :1l or i v11t.1tion :1ml l Ll rL· i g;1 n.1rkL·t t'•l!11!~itrncn t in in< r< 'ml·nt.ii sL:11-;L· ,.; 

ll i s c us s ion c L' n t re s n n des c r i. b in g t h l' ·1 c tu :i J L' x p n r L i n L'. .1 (' t i v i t y o f 

manufacturers a t a macro level. This cli.scussinn Lhl•n pi-ovidcs ct platfurm for 

analysing the exporting hL·havi.our within the i11 rli.viclua1 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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CHAPTER I 

MANUFACTURED EXPORTS IN NE\~ ZEALAND 

In the past, the economic wcll-bcin1; of New Zc<1Land h;is L1rgely been 

determinvd by the suite of its intern<1tinn;1l tr<Jdl'. Traditiun::illy, 

New Zealand ' s primary source of overseas funds hns been the saJe of primary 

produce . With the decreasing demand for and relative price r ece ived for 

New Zl'<.il.::tnd ' s exports of agricul rural products, duC' to ovc· r sl·;1s tnriff 

barriers and quota systems , there emerged ;1 ncc·d for m:inu Lie tu red pro due ts 

to compr ise a greater share of th e total export mix. 

l 

in the early 1960 ' s, the New Zealand Government recognised the nation's 

vulnerability with respect to its dependence on primary produce for ove rseas 

trade receipts and that it needed to create an economic climate which would 

encourage exporting artivity in manufacturing firms. Jn October, 1962, 

New Zea land ' s first tax incentives for mnnufacturing exporte r s were 

introduce<l. These wl'rc t o be the first of many mL'<!surc·s takl·n by tliL· 

goVL'.r nmvnl to promoLc: m<1 11ufac tu1·vd exports. 

up a L.1rge pro µort i.on nf the g ross domL·stic pn1Ju,·t , so it is r ·asL1n:1lilL· tll 

assume that the relative poor perform;ince of the cconony is laq?,ely con·nectcd 

w i th th t.: s J ow r a t e o f g row t h u f expo r t r cc l' i p t s . :\cw Zc.:.lL1nd 1 s terms of 

trnde, r lO'pn:sc·nted by the expo rt and import price movements (a s a pn)portion 

of the volume of domestic production), nre shown in 'f<l ble 1.1. A factor 

which has contribu ted to the ex terncil balance of payments deficits in recent 

years is the rise of oil prices. Howeve r, New Zealand's terms of tradl' 

figures have shown a significant improvement since 1975 . 

The government ' s policy of increasing export ea rnings 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 

·11· 1 mi ion . 

Table 1.2 shows the yearly growth of manufa c tured 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 l. 1. 

THE FOREIGK SECTOR 

YEAR 
(ended March) 

1965-1966 
1966- 1967 
1967-1968 
1968-1969 
1969-1970 
1970-1971 
1971-1972 
1972-1973 
1973-1974 
1974-1975 
1975-1 976 
1976-1977 

Value of 
Exports of goods 

and services 

Value of 
Imports of goods 

and services 

As a percentage of 
Gross Domestic Product 

21. 6 24 . 3 
22. 1 23 . 9 
20 . 7 21. 0 
25 . 3 22. l 
25 . 9 23 . 0 
23. 1 25 . 0 
23.6 22. 7 
25 . 5 22 . ::. 
25 . 2 2') . 4 
22 . 3 35 . 3 
24 . 3 31 . '3 
28 . 1 32 .7 

Source: Reserve Bank Bulletins, 1966-1978 . 

Volume of Exports 
of goods and services 

Volume of Imports 
of goods and services 

As a percen ta~e of 
Gross Domestic Product 

21. 6 24 . 3 
21. 9 24 . 4 
22 . 9 20 . 7 
26. 1 19.9 
26 . 6 20 . 9 
25 . 6 23 . 3 
26 . 4 23 . 0 
26 . 1 24. 0 
23 . 4 27 . 7 
22 . 2 30 . !, 
24 . 8 23 . 9 
27.0 24 . 2 

N 



YEAR 
(ended June) 

1960-1961 
1961-1962 
1962-1963 
1963-1964 
1964-1965 
1965-1966 
1966-1967 
1967-1968 
1968-1969 
1969-1970 
1970-1971 
1971-1972 
1972-1973 
1973-1974 
1974-1975 
1975-1976 
197 6-1977 
1977-1978 
1978-1979 

Manufactured 
Exportsl 

( $rn. ) 

1. 7 
2.8 
3 . 6 
3 . 9 
6 . 1 
7 . 2 
9 . 7 

18.9 
52.8 
69.7 
80.1 

105 . 7 
130 . 0 
171. 0 
208.1 
343 . 6 
491. 0 
511. 6 
652 . 8 

Total 
Exports 

( $rn. ) 

588 . 2 
58 7 . 4 
712. 7 
77 3 . 4 
74 4 . 2 
803 .1 
759.2 
833 . 3 

1000. 8 
J 164 . 5 
1193. 8 
l 38 7 . J 
1773.1 
1747 . 9 
1658 . 0 
2490 . 5 
3330. Li 

34 18 . 7 
4 103 . 5 

TARL E 1.2. 

EXPORTS 

>'.,.:.nufactured 
L:;iorts .J S a % 

of To t.Jl Exports 

0 . 2 
0 . 4 
0.5 
0 . 5 -

0 . 8 
0.9 
1. 3 
2 . 3 
5. 3 
6 . 0 
6 . 7 
7 . G 
7 . 3 
9 . 8 

i 2 . 6 
13 . 8 
14 . 7 
15 . 0 
15. 9 

Price Index of 
M.._1.nufactured 

Exports2 

1000 
1083 
1099 
1267 
1446 
1738 
2039 
22 18 

unavail . 

Manufactured 
Exports in 

Rea l Terrns 3 

177. 7 
216.5 
262 .4 
299 . 4 
319 . 2 
43 8 . 5 
534 .1 
511. 6 

unavail. 

Source : Reserve Bank Overseas Transactions, 19 61-1 979 in Rese rve Bank Bul l etins; Monthly Abs t rc1 c t of Statistics, 
September, 1979. 

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

w 
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ma nufuc tured l'X po rt s , nf t e r adjus t mc•n t s h:1vc bL'Cn made to accou n t lo r 

i n fl a ti on . 

!low has mnnufnc t uring production for c•xp<>rts grown compared with 

G. N. P . ? Mnnufactu r ed exports as a p.:• r..:(nt :11~" .if L .:-\.1' . h:1s inc re.is ,~d from 

0 . 2 in 1962-1963 to 3 . 6 in 1976-1977, as C':11l bL· SL'L'n i.n Table 1 . 3. 

ThL'rC' kive been two major featu1es in tliL· p:ittvrn ,~f i11L"rc.:nsvd export 

t radc.: : 

lr<t<le h:1s hL'<'n g r :-1<lualJy deL'l i n i ng, due t.1 l\rit:1in ' s L'nlry i nto the E . E.C . , 

that counu·y trad i t i ona l ly rL•ma i ns New Zc•:1L1nd ' s rn:iin tr:idin i~ p:irt11L·r . 'J'hv 

last d c cad 1..' has , howl'ver , SL·cn a markt·d expi!nsion in Nl't...' Zl'.lland ' s l'Xport 

t r ade wit h countri es in, a nd bo rd e ri ng on , the Pacific . T r ade wi th .J;1pnn , i n 

part i cula r , has i ncre~1scd r ap i dly . Other co u n t riP!; which ;1rL• Lik i ng .1 

larger s ha r e o f New Zt>a l and ' s expo r ts a r e the United Statt•s , C<.inada .:incl 

Austra lia . A wide r.:inge of commoditit:s has contributc>J to the incre:1se of 

manufac t u r ed expor t s . I nit in l ly , C'xports from the> m;111u1·ac l uring sector 

tend~d t o comp rj se sma ll i t <.'ms but , rL'cently , Lir gc> 11wc hint-r·y and transport 

equipment developed in New Z('il1and h<1ve hcc>n exported as m:rnufacturcrs h.ive 

L1und thnt t heir standard of technology is pn_itl ucing gn1)ds which ;ire highly 

cumpL'titivc on the t...'o r·ld markl·L . 

\~I ii I c t Ii l' n• i s so 111 e l' x po r t po t t• n t i:1 l i 11 ,_. v l' r y i n ti us t r y t ll e p; 1 t t <' r n o f 

expurt pt·rfonn;1nce in manufactured proJi.;cts varil's widclv :1:-. c.in be •;vl'n 

in Tabli.! 1. 4 . Fl·w industril.!s can be c:i l1ed 'vxport oril!ntatL'cl 1 (th.it i s , 

murl' tli;111 20 p< rvl'nt o[ t lw tnt:1l v,lluv l)f prnd11l'tio11 )s l'XJltlrtvd) - only 

1,•:i:!il'1 .111d h.1sic rnvt:ils . 

COVFRNMENT EXPORT STIMULATION PROl.RAMME 

The take-off in mnnu fact u red expor t s from New Zealand began in 1963-

1964 . The in i tia l impetu s given to the export of manu factu r ed goods can be 

att r ibu t ed t o the f irst f i na n c i al expo rt incen tives which we r e made available 

t o e x po rte r s in 1962 . Fu r the r momentum t o expo rt i ng ac t iv i ty was added by 

t h e Ne w Zeal a nd - Au s t ra lia Free Trade Ag reement (N .A. F . T .A. ) in 1966 and 

the 1967 deva lua tio n of the Ne w Zeala nd do l la r . Eco no mic planner s a t t he 

Na tio na l Dev e lopme nt Confe r e nce in 1969 a rt icula t ed i ndica t ive policy aiming 

f o r a n e i g ht-fo ld increa s e in ma nu fac tured expo rt s by 1978-1 979 , an objectiv e 

they belie v e d mu s t be o btaine d if Ne w Ze a land was to ma i nta i n s t eady growt h of 

h e r economy. Thi s represente d a n expo rt t a r get for the manu fac tu r i ng secto r 

to be set a t $ 1,000 mi l l ion fo r 1979-1980 . 2 Th e Confe r e nce recommen ded tha t 



TJ\BLE 1. 3. 

MANUFACTURED EXPORTS J\S J\ PERCENTAGE OF GNP 

YEAR Manufactured GNP % 
(ended Marc h) Exports (Old Scrics)2 (Old Series ) 

( $rn . ) 

1963 7.01 2953 0.2 

1964 9 . 61 323 1 0 . 3 

1965 11. 3 l 3530 0.3 

1966 15. 01 3823 0 . 4 

1967 19.81 3973 0.5 

1968 27 . 4 4128 0. 7 

1969 47.8 4355 1. l 

1970 62.3 4809 1. 3 

1971 82 .0 5534 1. 5 

1972 100 . 0 6L152 1. 5 

1973 122 . 8 7498 1. 6 

l 971i 15 6 . 0 868 1 I. 8 

1975 195 . 3 9452 2 . I 

1976 313 . 1 I 0914 2.9 

1977 464 .0 12786 3 . (J 

1978 50 1. 0 unavail . unav;1il . 

1979 613.5 unavail. unava i l. 

Source: Courtesy of the Reserve Bank. 

1 

2 
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. 

. 5 



TABLE 1. 4. 

EXPORTS BY INDUSTRY GROUP , 1973- 19 74 

Industry Group 

Food 

Tobacco 

Texti l es 

Foo twea r a nd apparel 

l~ood a nd cork 

Fu rniture and fixtur es 

Pape r 

Printing/Publishing 

Leather 

Rubber 

Chemicals 

Pe lrul~um and cllal 

~on-metall ic minerals 

Basic Metals 

Metal produc ts 

Machinery 

Electrical ~bchincry 

Transpor t Equipment 

Miscellaneous 

Total Valu e o f N. Z. 
manufactured c.·ports as a 
% of Value of Production 

0 . 5 

0 . 9 

3 . 5 

8 . 8 

1.4 

2.3 

2 . 4 

1. 2 

1. 2 

20 . 9 

3 . 1 

3 . 2 

19 . 5 

]. 1 

20 . 6 

2.3 

10. 5 

2. 9 

2.3 

13 . 6 

Source: External Trade Statistics, 1976-1 977 . 
Industrial Production Sta tis tics, 1974-197 5 . 

6 
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industries dcveloplng manu [octured products for export be gran t ed priority 

and also that the manufacturing industry be given a long term assurance of 

a subs t an tial share of the domestic market . This was to be implemented by 

a protective infrastructure of tariffs and import r0strictions . 

Government export s tirnul a tion policies ll;:ive taken a number of forms . 

First, the go vernment has pointed out to the producers of goods and 

services that growt h of th e economy requires increasing manufacturec.l 

expo rts. An example of this policy wos Export Year , L978 . Second , 

me;.is ur es were implemL~ nt ed to suppu1· t Lhl' expJocdtlon ol new m;.irke l s :1nc.l the 

actu:.il m.:nke ting of expor t s of specific pcoclucts ; fo r cx:.1111p J c , by expo cl 

oppo rtunity teams, tra de missions, trade fair s and the activities of over

seas posts. Measures were also designed to eliminate some of the elemen t 

of unc e nainty and risk of expe cting by g jving r ew~Hd Lo expor ter s Ln t e rm s 

of financ i a l and institutional ;:iicl. These schemes and o r ga nisations 

7 

include: the New Markets Incentives , expo rt taxation incen tives, the High 

Prio rity Activities Scheme , export bonus import licences, expo rt assistance ; 

for example, the Small l\usinc>ss Age nc y of the DcvclopmL'nt Finance Corporation , 

financial aid from the Development Finance Corporation ;rn <l technological <1id 

from th e Industrial Design Council, th e Stn nd ;1rd~; Association and th e 

Prodlll·tivity AdvislJry Counc i l. 

A new sys tem of export incentives based 011 net f0n·ig11 vxclt:11 1gl' c·;1rn i11 gs 

from t otal expo rt sales (rather than gross fo1· c i gn t> xc han gL' earning s fr<Jm 

increased expo c ts as at presen t) was introducl'c.l to P<1rliamcnt. in LY7Y . 

JJrJefly , the id e<J i s that expo rt e r s will be n·1.;;1rdcd flir th· v:.1luL' they 

ad d tu the pro<lucts bcfoce they are export.cu . An l'Y.portcr 1.;lto :idds ; i L1rge 

amount of value wil.1 rece iv e more Lh n11 one who adds little. This new systL·m 

marks the end of the Sut ch pol icy o f ma nuf ac turing l'VL'ryll1i11g possible a s 

it encourages the efficient us e of resourc es by manufacturers . Expo rting will 

be more profit;:ible than producing for the domes tic market and the government 

obviously hopes that this anticipated increase in profitability will be 

reflected in increased investment and fas ter g rowth 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. 



Year 

1962 

1963 

1964 

1965 
1966 
1967 

1%8-1972 
1973 

1974 

1975 

197 6 

1977 
1978 

1979 

TABLE 1. 5 . 

MAJOR EXPORT INCENTIVES 

Incentive 

Export Incentive Scheme 
Expo rt Market Developme nt Allowance 
Trad e Promotion Council was established 
Export Development Conf e rence 
Direct Taxation Incentive Scheme 
Export Gua r an t ee Act 
Developmen t Finance Corpora tion was es t abl i shed 
Export Gua rantee Office was es ta bl ish ed 
Export Award Scheme 
Special Expo rt Finance 
Devaluation 

U. D.C . Finance Inven tor s Award 
Services Expor t Developmen t Grants Act 
Export Suspensory Loan Sc heme 
New Zealand Expo rt-Import Corporation was es t ab li shed 
Rural Export Suspensory Loan Scheme 
15 per cent currency Deva luation 
Development Grants Scheme 
Development Finance Amendment (No . 2) Bill 
Special Tax Deduction Allowance 
Export Investment Allowance 
Hi gh Priori ty Status Scheme 
Technical Help to Exporters Service 
New unconditional guarantee for pre-shipment finance 
New system of export inc en tives \,•as introduc ed t o c ome 

into effec t, 1980: 
1. Expor t Pe r formance Taxation Incentive to replace t he 

Increased Expo rt s Taxation Incentive and the 
New Markets Export Incentive Allowance . 

2 . A new Export Market Development Taxation 
Incentive was introdu ced . 

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 . 

8 



J\N OVERVIEW OF NEW ZEJ\LJ\ND MJ\NUFJ\CTURTNC 

New Zealand ' s m:rnufacluring has been characterised by small 

production units producing for the local m,1rket due to the geographic;i] 

configuration of the counlry. (BlyLh, 1961) . In 1960-1961, 61 per 

cent o[ the facto r ies employed 10 \H'rsons or Jess, 1vhilc at the other 

end o[ Lhe scale , only 1.4 per cent employed iil excess of ~00 . By 197 5-

9 

1976, 44 per cent o[ the factories employed 10 persons or less, and 1 . 8 per 

cent t:!mployed in excess o[ 200. In 1970-1971 , ther0 were 10 , 587 factories , 

but in 1975-1976, Lhere were 8 , 5J~facloril'S. Thus, Lhcre has bl'cn a 

growing trend lowards larger manufacluring units, ;1 decreasing number of 

people being employed in small factories and n smnll~r number o[ factorics.
3 

The majority of the smallest manufacturing uni ts arc involved in the 

production of transport equipment, m:1chinc ry and wood products while the 

largest units are engaged in the manufacture of food and paper (Le Heron, 

1978) . 

Successive annu;1] incrC' ;1scs in lhe volt1mL' of production havv t;1kPn 

p Li c l • : I 9 7 0- 1 9 71 , 5 . I p e r n n l ; l 9 7 I - I 9 7 .' . !, . ·3 pl r « v n L ; I < >7 :> - l <J 7 3 , () . 2 

pvr cl'nt ; and 1973-1~74, 13.2 1wr c~·nt . Tl1is :·.- prl'~; .. nls ;111 i!H' rL•.1:;1• 111 

till' v iltll' ol pn1du1 t iP11 in l'J70 -· l<l71 pf ~:\r>'l7 11:i 11 i<111 tn '''>'.1'>011ii 1 1 i •>11 i11 
I, 

1973-1974 .... 

RESEAkCll FOCUS 

The devcJopmcnl of an expo rt linkage involves t:he ouLwan.l mov~men t 

of a firm's opcrntion.'.11 space (as defined by its acti.on sp;icc, information 

space and decision sp.:1ce) from the local, regional or national m;:irkeL to 

Lhe inLernational market (Taylor, 1975 ) . J\s the maLcrial linkages expand, 

the information and decision spaces are drawn outwards in a spatial learning 

process. This process grad ually enables a firm to overcome Lhe 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 a r e encouraged 

to begin exporting by way of direct or indirect government initiative? 

Government incentives are commonly accepted as the most significant influence 

in molivating the New Zealand manufacturer to initiate and sustain expor ting 

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-

M1'SS!Y UNIVERSITY 
LIBRARY 
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ment i nc e n t ive s c r e a t e a brid ge allowing firms t o miss o ut ma n y o[ the 

ba rrie rs t o deve lopment wh i c h they would normal ly encounte r whe n expilnding 

from t he l o c a l t o the in t erna t i o na l ma rk e t . The assoc iate d gr owth and 

organisa tional me tamo rp hosi s wh ic h t vp i cn l ly accompanies the expans i o n 

o f the fi rm ' s opera tion a l space , may a l so not occ u r ~·hen the gov e r nment 

int erv enes . The ques tio n i s of special importance because t yp i cal l y 

m.:i nu fac ture r s a r c sma J l f irms whic h havC' high l y localised 1 i nkagcs . They 

nrc cer tain l y no t la r ge' i n t e r regional t r ade r s with '111 t he fac i l it ies 

of pro duc ing fo 1· ;rnd clis t r i bul ing to a g<'th;rnphic:illy dispe r sed ma r ke t 

area . (\..' il ton , 1978) . 

Wha t stra t eg i cs and t actics have takcn p l ace wit hin thC' fi 1· ! 

I nc r ea s ing commitme n t to expo r ting r ~q u in·s n s t r:i t cgy for :_!..I ~k_..:t_52_cve_ll?_P

ment a nd selec t ion a nd a s tra t egy for t ec hnology improvL·mc n t ;rnJ produc t 

development. 

Di d t hese s t r.:i t egics sec u re linkage dev1.:lopment , growth and o r g.:in

i sa t ional dl'v~ l o pmen t? Adop t ion and ~-~ruwlli of till' l xpn r t J inkagc· Ii.is 

i mportan t i mp lil·:1 ti ons f o r lhe surv l v<1 1 and g r o1,1t h u f !i nns . Do s1:1:1 ll 

expo rt ing firms grow ns fas t as laq'L' L'Xporting firms and dn they stand 

an ev~n c hr.ncc· of su1·v i vn l ? h'h.it oq;'1 ni::;;1t iunal development has occ11rred 

i n exporting firms? Ar c t herL· any bck1viour«1l tendl·nc iL·s in L':-:por l i:1~ 

firm,,; whiL·h mny sugges t a n export oricntatiL>n , o r that exporting co u Jd be 

s u s t a ined if govc t nml•n t incl'n t i vcs v.erL! dis l·on li nuL'd? 

Tlw deve l opment of :111 expo rt 1 inkage nlso must bl! looked a t within 

th~ s truct ure of t he r eg i o nal economy - tha t i s , the ca uses and di r ection 

of the patterns o f inte rregional linkages be tween enterprises located in 

diffe r ent urba n a nd r eg i o nal economies . An agg l ome r a t ion ' s la r gc ma r kt· t 

ma y a l low a f irm t o g r o w Lo a l .:i r ge r s i ze t ha n wo uld o the r wise be the 

c;ise , be f o r e o r r,:i n is;1 Lio n;1l me t nmorp hnsis ;1nd e x pansion into :-i reg i onal , 

na tiona l o r interna ti o na l ope r ation space is r eq u ired . A recen t study of 

Auckland manufac ture r s (Lees , 1978), in f ac t , s uggests th is - i t was 

conclud ed tha t the r e wa s a n a ppa r ent l ac k of e nthus i asm a mo ngs t expo r t i ng 

firms f or developing f u t ure e xport mark e t s . /\s a reg i o n' s income i s 

s i gnifican t ly tie d to the level of e x po rt s (No rth , 1955) , the contribution 

of expo rte rs to t he per i pheral urban economics i s mos t i mportan t. Wha t 

has bee n the export co n t r ibu tion of firms l ocated in t he pe ripheral urban 

economies? 

These a r e the ma j o r ideas upon which t his r esea rc h is focuss e d . 



DEFINITION OF TERMS 

There is a need to define the terms u sed . One of the first ques tion s 

to answer is : ' What is a New Zealand manufacturing firm for the purpose 

of this inquiry?' The manufacturing sec t or has been defined und e r various 

di ffe rent classifications. First, there is the International Standard 

Industrial Classification for industry. For tra de purposes , there is the 

Standard Internationa l Trade Classification (S.I.T.C . ) . In New Zealand, 

11 

thC' industries which cause the most difficulty ;ire those class ified ;1s 

Prima ry Production Processing industries s uch ns m;rnufacturc'd mc .:1L products , 

paper, leather goods , casein and o thers . For Nntional Income analy s is, 

Primary Production Processin g industries arc included in the manufa c turing 

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 1.dll also be 

categorised by the same classification. This does , however, c r eate 

difficulties as exports of chill ed meat , which have had very little process in g , 

and pate, which has had int ensive processing, arc listed in the same 

category . 

Exports arc defined as ' s;11cs ahro ;id of a country's good s ;rnd • I 5 
S L' rv l l ' l'S 

a nd manufac tur ed exports are those manufactured articles which are sold 

overseas . 

For purposes of this inquiry an exporting firm i s .:rny firm which h:is 

actively participated in export in g . This may incJudc those who arc exporting 

at present and those which have exported in the past, have discontinued" but 

may begin exporting again in th e future . A non-exporting firm is a firm 

which has neve r exported any of its products. l]ndirect expor ting , whe r eby 

firms manufacture compo nents or goods for another firm which expo rts, is not 

considered in this a nalysis of expo rting firms as this activity does not 

involve the initial manufacturing firm with the selling of its product(s) 

abroadj 

There has been an inconsistency in th e 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 



New Ze.'.l.l~n<l in 1974 .
6 

//, Export pcrfonnance has been defined as 
1
EP E 

s 
100 x 

where El' = export performance, E = value of export sa les 

i n a given yea r and S = valuP of total snlcs in a gjvcn 

year . (SJoan, 1977; Slening, 1974; Lloyd, 1971) . 

This measure has ]imitations in that it disguises the actual va]u(' of 

exports of a firm ; for exarnple , firm A mnv have an export performance o f 

0. 7 where this represents export sales of $700 , <100 and totaJ sales of 

$1 , 000 , 000 as compa r ed with firm B with an export performance of only 
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0 . 4 represented by export sales of $4 , 800,000 and total sales of $120 , 000 ,000 . 

Thi s measu r e may also d isguise the failure of a firm, fo r example firm A, to 

accept the oppor tuniti es and potentialitie s of total sales expan s ion, rather 

than reflect an agg r essive export approach . 

ORGANISATION OF THE TH ES IS 

CltaptL·r 2 provjdcs a tllC'o rctii·al f r:rnw1 .. •nrk :is b.1C'l·1·n1u1Hl Lo the rc·se:irch . 

A rL"vi<.·w i s m:1de of the.· relevant ovcrsc:1s ;rnd :\'vw i'.c·:11:1nd l i Ll.!r.1Lurc: . :·lore 

sp l•cif i c ally , this ch.1ptcr i s ciividcd into 1« .. 1r secLions : ~;<'( ' l j Pl! OJI!' 

d i scusses c;:po rts in the development p r ocess ; :->L< Li••n:; l'.·.'•• ?·1 l t!i r·,.,. ! in:1s ;ind 

~ovl!rnmL!nt in the dev e l opmen t procest> and Sl'.l'linn fp11r till:' l! :~po rLin g lH·h;1viour 

of manufac turing firms . 

Chapler 3 oullines the Lesearc h de s ign :ind rwthodology . 

The r esearch find i.ngs are presentPd in Chapter 11 . 

Chaplc r 5 summarises th e major fl ndlngs for manufac lu rers ;1nd Lhe 

implications of t hese findings for manufacturers . The implications of Lhe 

findJn gs for gov ernment pol i cy- makers arc also considered . 
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CHAPTER 2 

BACKGROUND TO THE RESEARCH 
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It is hoped that earlier research will provide guidelines and a 

conceptual framework in which to study a nd a nalyse the questions asked 

earlier in the Research Focus . Many studies have been made of vario us 

aspects of exporting activity but few have analysed expo rtin g as a 

spatial adjustment process whereby firms expand their operations across 

trading fr ontiers . This process has special significance to firms within 

the New Zealand economic environment, because of governme nt 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 lit erature concerning the role of exports in th e development pro cess ; 

in the second and third sections, lit erature rel a ting to the government and 

firms in the development process is discussed ;ind the fourth sec tion .:·xamines 

the literature on the exporting beh;iviour of mnnuf<Jc turin g firms . 

EXPOl{TS IN Tiff DEVELOPME'.'JT PROCESS 

The key l o s o lving Lile problem oi econuraic groh'Lh li es in the 11L'eJ Lu 

understand the r ole cf exports in the domL'stic economy . A re g i on ' s 

economic <ictivities are those producing for the export nwrket and those 

producing for the local market . A re gion ' s income is , therefore, signif

icantly tied t o th e level of exports. 

North (1955) , r ev iewing 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 exis t ing exports relative to competing areas or as the r e sult 

of the development of new products . 

I 
Short run export expansion leads to increases in regional 
income both directly ~nd 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' . 

(St il we 11 , 1972 , 3 2) 

There has, however, been a controversy over the relationship between 

exports and economic growth resulting in two schools of thought - the 

'structuralist' versus the ~onetaris~ . (Vickery, 1974). The ' structuralist' 



school propounds that the attainment of a satisfactory growth rate of 

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

import scarce manufactured goods nnd raw materials, and as exports 

represent the main determinant of the ability of i mport , economic growth 

J 5 

is Lied to Lhc 0xpurl sector . However , economic growth is impossible 

without rapid inflation for a country expcriencin~ stagnant or minor 

export growth. The reason behind this is that Lh~ c:-q1.i11sion of irnporL 

substitution industric·s becomes nec ess.'.1ry , thus cre:1Ling production bot tll•

nccks as c\l-m,1nd increases fastc:>r th:1n supp]y , n'stilti1q~ in tqn•ard pri,'l.' 

movemL'nts . The ' mont•t:1rist ' Vl('h' is that Liiv princip:il cauSL' of infl at ion 

in these economies is the chronic deficit in Lill' gnve rnmC' nt budget 

ratlH·r than the struetur<1l problems. 

Kin<lleberger (1958) put forward three models rela ting foreign trade 

to economic development. These are the three cases wliL·re fore i gn trade is 

a leading , a lngging and a balancing sector of the economy . In the 

leading sector mudel, autonomous foreign demand plus technological change 

in the developing country cre.'.ltcs the pattern, and econom ic development is 

a process of diversification around an export base . Divers i f i cation . 

according to Ansoff (1 963 , 312), is cha rn ctc·ri sed by Lht: ' simult.:ineous 

deparlure from the present product 1 inL' and the pres~nt rnarkel structure '. 

ln Llw la gg ing sector , domL'Stic investment leads , CH'illing pressure on tlw 

balance of payments \"hich is met by import subsri. tuti on. 'Jill' dittL:renLl! 

bctWL'L'n the lL•,1ding and the lagging Sl'CUH' models is tlt:1L of development 

bHsvd on Lr<JdL' conLr:iction . Thv modvl in \vhich foreign trad L· is LiiL· 

balancing S(·ctor dL•fi1ws tlw t«ISC' of Lr;1d<• t' :-:p.1nsinn which is no L dom<·sti..:

l<'cl , hul basl'cl on :H1 Luno mous supply pushes in the l'X]lOrl ~>L'ctor . DnmL·Stic 

invesLment lc.'.1ds , thus crcnting h<1lnnce of p:1ymrnts difficulli.C's which nre 

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 ' sec t or ; thus , activities 

within the propulsive export sector set in motion production in other modern 

indust r ies which suppl y input requirements to it. 

Watkins (1963) examined the spread effects of the expo rt sector in relation 

to his staple theo r y of export growth. In Hirschman's (1958) terms , the 

inducement for domestic i nvestment resulting from the increased activity of 

the export sector ca n have three linkage effects: backward linkage , forward 
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linkLJge and final demand linkage . Buckward llukilgc measures the inducemen t 

to invest in the domestic production of inputs for the exp.:inding export 

sector. Diversification is greates t where the input r eq uir ements involve 

the resources and t echnologies of domestic production . Forward linka ge 

measures the inducement to invest in industries using the output of the 

export industries as an input; for example , by incre;:isi.ng the valu e added 

in the export sector, the economic possibilities of fu rth er processing 

and the nature of foreign tariffs will be mo s t important. final demnnd 

link.:i ge is a measure of the inducement for investment in domestic industries 

producing co nsumer goods for the export sec t o r . Its prime determinant is 

the size of the domestic market a nd th e level of income and it s distribution . 

GOVERNMENT IN THE DEVELOPHENT PROCESS 

Industry in any society exists in a socio-economic and legal-

political e nvironment . How does a government co ntrol , regulate, co n str;:iin 

and s timuL!te industrial activity? The nature of go vernme nt policies which 

influence jndustrial investment p<1ttern s h;1 s vn ricd with ; 1 co untry' s level 

of eco nomic devel opment . C;:innon (1975) idC'nt ifil'd three phases of govern 

ment policy invoJvcm('nt. During the nation bu il din;; period, public policies 

WL•rC ci0si gned t o l ' llCOUr:l)',l' thl' l'Sl.1h1 i s h ll1{' 11l Ol ;\ 111: 11111f;1 , · turil1 )~ S(' <'l <lr . 

As indust riali s;:ition pro ceeded , the spatial p~ttc rn of manufacturing 

developmen t became more differentiated and polic i es 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 nati o nal a nd regional socio 

economic environm0nts has been strengthened . Changing internationa l 

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. 



The administrative framework is also significant, as administrative 

involvement can vary from a permissive approach where indus trialists' 

applications for incentives are simply declared eligibl e or ineligible , 

to a highly discretionary approach where the administering authority can 

be ve ry selective and is, thus, capable of red irecting manufacturing 

activity in certain ways . ( Cannon , 1 9 7 5 ) . 

Tncenti.vcs can affect the timing of nn inves l mcnl . Tncent ivt'S m;1y 
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affect the industrial st ructure hy influencing the scn1c.• of :rn investment ; 

that is, as the number a nd s ize distribution of firms c;rn have :i signific.rnt 

effect on an industry's performance. Incentives may provide manufncturers 

with additional financial capacity which ca n 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 

affec t Jong-run change in manufacturing . (Caves, 1964) . 

The reasons for the intense involvement of the ~cw Zeal and gl)Vl' rnment 

in industry arc mnny . As NL'W Zealand is a ~;m.111, i soL1lvcl , thinly popuL1lul 

group of islands whose economy is dependen t upun factors 1arg~1y beyond 

jcs control , the r e is a need for the gov0 rnment to resulnte the economic 

cUrnate . Domestic operations ceed Lo be protvctcd f r om foreign compPLition . 

Thu government ' s rcguL.1tion ~ind contro l h<lS taken m.my forr1s : licensing of 

business operntions , PStahl:ishing gu ideli.nes for c-orpor:itt' forma ti nn , import 

and export controls , price nnd wn Re con tro l s , govrrnmcn t subsid ies , taxation 

policies and industrial rela tions laws. 

The achievement of national export targets requires ;111 t•ffective and 

effi c i ent strategy at both the government nnd the firm lcvPl. 

'Government should seek to encourage the production of export
:ible products irrespective of Jndustry. As a co rol lary , a t 
the level of the individual manufacturing firm the results 
concerning the relationship between s ize 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 r educ e his price on 

the foreign market , selling abroad more cheaply than he sells at home . The 

New Zealand taxpayer is thus subsidising the f orei gn consumer . Also , in 

trying to help exporters meet rising costs by reducing taxation, the 



incentive to fight against rising costs may be remov ed and producers may 

not try so hard t o keep cos t s down. 

The necess it y t o provid e expor t incentives has arisen as a result 

of the long-term ef f ec ts of import control, as the exclu s ion of foreign 

compet i tion has provid ed a protec t ed market fo r producers of import type 

goods a nd there was a shif t away from the export sec t or . 

FIRMS IN THE DEVELOPMENT PROCESS 
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Filley (196 9) devel oped a stages theory of a fi rm' s growth . Stage l i s 

the traditional sit uaLion of a firm under a ca r elaker type of leade rship 

cha r ac t erised by the absence of a rational policy of objectives with the 

primary motivia tion of comfort and survival. Stage 2 is t he dynamic growth 

phase under an en trepr eneu r ia l typ e of lead ership where the firm ' s go :i ls are 

forward-looking and personal achievement is of primary importance . Stage 3 

is a phase dominated by a rational management type of lea dership with written 

policies a nd procedures primarily motiva ted by ma rk e t adapta tion . Lead e rship , 

motivation nnd tllC' firm ' s organlsntion al l di ff 'rat e.1c h s t .1)!,e. The Fill ey 

theory has significant implic;itions for industrial stimu l ation . Firms c-1 n be 

clas s ified according to their s t age of growt h and the npp ropri.:lte stlmulatio n 

ment;urcs can he applied l o them. Also, stimuJ.1tion m.1y he achieved hy altC'rlng 

th e firm ' s orgnnisation and l<:'adership in o rd er to s hi ft the firm into a mo r e 

desirable stage of growth . 

Taylo r (1975, 321) s uggests that a firm ' s g rowth requires o r ganis<.Jtiona l 

metamorphosis . \./he n a firm is establi.s hed, its in fo rm:.:itio n and decision 

spaces will be as hi ghly localised as its material linkages , but with g r ow th 

the actio n space defined by these material linkages will rapidly expand . 

A firm by crossing over thresholds may pass through local, regional , nat i onal 

and multinational stages of action space . However, as a firm operates 

against a background of risk and unc e rtainty, this will increase as it pro

gresses f r om the local t o the multinationa l 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 ne w markets is likely to expand 

its material linkages from what ever rank of cen tre i t is located in to embrace 

various regional markets, the entire national market and finally overseas 

markets . (Hamilton , 1978). 
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FIGURE 2 . 2 . 

PRODUCT-MARKET STRATEGICS FOR GROWTH 
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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 

t rade horizon will grad ually be lifted as the entrepre neur becomes aware 

of the profit opportunities offered by produ c ing for fo r e i gn countries . 

The export market will then be ent e red . Once this stage is reached, 

expor ts can form an increasingly large r sha re o f total sales . 

' Export is th e e nd, not the beg inning of a t yp i ca l market 
expansion path . Int e rna t i ona l tr a d e is r ea lly no thin g but 
an extension acros s nationa l fr ontiers o f a countr y ' s own 
we b of ec ono mi c ac tivit y ' . 

( U nd c r , 1 96 l , 8 8 ) 

The product lif e cycl e co nc ept traces t he changin g ma rk e t s t o \.Jhi c h 

produ c ts are sold durin g the ir l i fe ti me a nd t he co n sequl~nces such changes 

have for the e ntre pre neur in t e r ms of the need fo r adj usting p r oduc t 
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c ha r a ct e risti c s , c ha ng in g adverti s ing s t rateg i es , exploring new ma r kets a nd 

ne w produ c t s to r e p L1ce the o l d . A prod uc t pn sses Lhroug h :1 se ri es o f 

s t a ge s , from initi n l innov.:i tio n thro ugh a g r o1.;t h s t :1gP Lo a s l ; 1 ~~c of rn~1Lurit y 

and ea c h s La ge lw s a gcog r ;i phical ex prl'SS i on . In S r <l)'. <' I , Ll lL' new l y i.n nov ;i LeJ 

prudu c t will t e nd t o he nwnu fac tu red l' l OSC t o t he j' [.r 111
1

S h L·:1dquar tc·r s i n 

r espo nse t o the produ c t' s d cma nJ in an ,1ff l uc11 t m:i r kc t . The fir m' s monopo ly 

on t he ma rke t will sl owly dec rease as loca l compe tit ion inc r eases l eadi ng 

t o th e devel o pme nt o f ex po rt mark e t s i n St age 2 . Pro du c ti on L:lcilities may 

be e sta blished ove r sea s by the pi onee r f irm in Stage 3 . Compe t i t on in t il e 

dome stic a nd overs eas market s may inc r e a se wi th the l a t e entrance of fi rms 

with newer pla nts a nd lowe r produc tion cos t s . Stage 4 i s r eac hed wh en the 

pioneer firm sets up lower c ost produc tio n sit es to us e as ' ex port pla t-

forms ' to serve both the domestic and ove r seas mark e ts . (Di c ken, 1978, 140) . 

The current spatial industrial structure of a country r esults fr om long

term or ganisational growth and change with associat ed l oca tional a nd linkage 

adjus t me nts: growth in scale to thoroughly penetrate e x isting mark e ts, 

diversification into complementary products, backward and forward integ r a tion, 

new technologies for existing and new markets , diversifica tion into new u n

related products, a nd research and developme nt . Howev e r, s evera l studies of 

industrial linkages in New Zealand (Taylor , 1975; Taylor , 1978; McDermott , 

1974; Le Heron 197 6) have shown that New Zealand is divided into discrete 

functional regions and that there is limited spatial awareness by ma nufact

urers to the market outside their reg ion, that is, to the national and 

international economy . There are s erious implica tions. One is that the 

extent to which a firm ca n grow und er protec tion of spatial monopoly, wil~ 

dep end upon the region in which the firm is loca ted. Secondly, firms in 
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the snl.'.l] ler pe ripheral rcgi.o ns of till· h il' r archy will h<1vt• :1 thn' s hol<l t o 

growth whi c h must be ove r come at nn e;1 rl i C'r stage of the firm ' s development 

thnn is the case for firms in 1:irrcr n·pinns . Also , thl' 1 evl•1 of 

t echnology a nd marketing wh i ch needs to bl· :1chi cved by mPJcrn i ndustry 

places firms in l oc .'.l.tio n s which lack tlwsl' spC'c i.11 i sL·d services n t ;1 

J isa dv a nta gc . The modern plnnt i. s o r g;in i sC'd as a prod uction ljn c wi.th 

large inves tme nt s in ca pita l equi pment , necessitating hig h output lCVl'ls 

if p 1·ofit;ibili t y is to be achieVt'<l . Marketing tends robe n h cnc..! office 

funct i o n an<l head offices are t vpica 11y 1ocatl'cl in mctropo lit.:111 a r C'as . 

Henc c• , 

' Auck l a nd f irms obtain a bet t er s t nrt and one 1-1hich involves 
less risk and unce rtainty nnd the chance to grow t o a gren t e r 
s i ze before n eeding t o branc h i nto regiona l or national markets ' . 

(Taylor nn<l Hoskin>~ . 19 79 , 14) 

However, with respect to si?.C: , it ha s heen found tha~ sP1.iJ l ~;calt-, 

single f;iclliLy firms .1n• frl!qul:n lly signific:1nt .ind L'Vv11 do1::i1i. 1Ll' i11 

slt;ip .ing tlw sp:1tLil indu s Lri.11 st nH·t 11rL· ;111d pn1~;p1·riLy nl 0J>l"cif i ,· 

( 11.1r. i 1 t 1111 • 1 "ni , ~n . 
~;ui•.gv~; L s Lh:it smc1ll firr:s :1n· ill1J'Llr( ;1nt ht·L· . 1u~;,· L'i th1· r ::pv~; 11! 111;irk,· t t !i::v 

sc·rVL' : 

1) ln Jn indust ry dominated by iH'oJ11t·tiu11 L't·unomits <>I St'i11L', 

the :,m:i ll l-inn 1.,ri11 llllt be .1blv tu lw L' t\SL-c•)nt['<.>tilive •.:illi 

t I w 1 ;1 r g c r 1- i n~1 s , ln: t w i 1 1 h ,_. al · l L' t n f i 1 l 11 i ch l's n f Li I l ' 

luxury goods . 

2) The sma11 firm may :1Ct as a supp li l'r Lo the L1rgcr f irms , by 

prov i ding anc i llary o r nux ili a r y products . 

3) Some smal l firms may compe t e directly wi th the large r f irms 

and their su rvival will be due to d if fe rent p r oduc tion 

t ec hniques or th e l ack of scale economics in Lhe industry . 

Small sized industrial en t e r p rises play <1 key role in New Ze .. dan<l's 

spatial economic structure with i t s sma1 l population and limited home 

ma rket thresho ld. The Bolton Report (1971) on sma ll f irms in the United 

Kingd om considered Lhat Lh c prime fun ct i o n of a healthy small firm secLor 

i s to provid e a ' seedb e d ' for new e nt e rpri se and entrcprencurinl t a lent 

a nd to spawn new ideas and compctitlon . 

TllE EXPORTING BEHAVIOUR. OF MANUFACTURING FIRMS 

There have been many emp irical studies, New Zealand and overseas , of 



the exporting behavi our of manufacturin~ firms . These lv1ve den] t with a 

varieLy of aspec t s : e xport initiaLion and associated motivat i ons and 

perceived obstacl es , management , firm size , organisation and control, 

export risk and exporL performanCl~. 
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SLudies of export initiation have ofLcn focussed on external 1nd internal 

t•xpo r t s Limuli . In t ernal stimuli may be : c•xcess cnpncity , product i on of 

a domestically seasonal product , product clwrJcteristics nnd the firm's 

cxpnnsion goals , and external SLirruli m;1y includl': govL rrnr.ent expor·L 

s ti mu]ot i on meosures, trade mission act i vitit'S , trade fairs , ~ales Jgl'nt 

:ictiv i ty , adverse home conditions <incl fnrtuitou~; ordvrs fro n overseas buyers . 

Fortuitous orders , which often convince firms of :-in overSl.:<lS markeL for their 

product(s) , have been mentioned as the most import ;rnt of stimuli in St'Vl'L11 

studies . (Simpson nnd Ku jnwn , 1974; Simmonds and Smith , 1968; P.1vord and 

Bogart , 1975). Also, two other studiPs made in t·hl' L'ni tcd Kinpdom both 

concluded thaL long-term p r ofitability, secured by market diversification 

and long-term growth, was a prime motiVL' for exporting . (Hunt , froggatt 

a.nd Hovell , 1967; Cooper, !Iar t 1cy and llnrvey , 1970) . Similarly , New Zealnnd 

studies have found that the mos t impo rtant export stimuli are government 

expor t incentives , exhortaU.on by the Department of Trnde and IndusLry, 

excess c;:ipaci ty, company or man;H~c>rial policies, gnH,ini.~ export markcL 

prospects and development of nc' 

Sloan, 1977 ; S t ening, 1974) . 

roducts . (Bcdkober, 1972 ; Vii] Us , 1973; 

SLudies have also focu . .Sl I on the perceived obstacles or barri.crs to 

exporting . It has beE·n found that non-0:-:porti1H' firms pc>rceiveJ significantly 

more serious the obstacles Lo exporting thnn did l'Xporting firms . (Bilkey 

and '!'C's.tr, 1975) . The most freq uently quoted obstacles to cxporLing are : 

insuf ficient fi nance, foreign government restricti ons , insufficient knowledge 

about foreign selling opportunities, i nadequate product distribution abroad 

and a lack of foreign market connnections . The type of obstnc les perceived , 

however, vary according to the firm ' s stage of exporting . 

The quality of management is an important factor of exporting . Several 

studies have found that expor ting fi r ms t e nded to have bet t er management 

tha n non-exporting firms . (Tookey, 1964; Cunningham a nd Spigel, 197 1; 

Wiedershe im, Olson and Welch , 1975; Bilkey and Tesar, 1975). 

A firm's s ize has been regarded as critical for its propensity to expor t, 

yet empirica l findings have been mixed . Tockey (1965) fo und a positive 

relationship between firni s ize and the proportion of firms that export . 

Bilkey and Tesar (1975) found no mea ningf ul r elationship, and yet another 
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study by Hirsch (1971) concluded that very small f irms ha r d ly ex po rt, when 

firms reach some minimum threshold, exporting becomes posi tively corre l a t ed 

with firm s ize und , then , when they become 1argc' firms they do no t necessari ly 

have a hi ghe r expor t perf ormance than small firms. 

The factor of risk and uncertainty has also been ana1 ysed . An 

expor ting f irm probably faces less total marke t ri sk. than a non-exporting 

firm beca use of it s ma rk e t div e rsif ication , (Hir sch and Lev , 1971), bu t 

litt le e mpiri ca l work has been done on this issue. Hirsch (1971), however, 

concluded that forei gn entry is more hazardous than domestic selling . 

Several studies have been mad e of exporting firm s in New Zealand . 

Willis (1973) studied ninety-four firms in the Manufacturing Enginee rs 

and Allied Metal Trade Group, to find factors which significantly influence 

export performance . Of the one hundred variables tes t ed , o nl y fr e qu ency of 

export market visits a nd priority g iv en to export orders \,·en• found to be 

sign i f icant . His study concluded that 'in i'L'lll'l-;11 firn:s L>xp orting ma nu fact ur ed 

goods in New Zea l a nd a r e not ex port orien t ed , th ey have not heen in th e 

export ing game l ong eno ugh' . (Willis , 1973 , 170). Anothe r st udy (Lloyd, 

1971) examined various aspec ts of export performance as part of a wider 

study of the trading pat t e rn s o f manufncturcd ar t icles bel\JCCn /\ustr;1]ia .-ind 

New z~aland . No t one of th e factors tested WilS found t o be signif i cant . A 

p ilot study of twenty \.!ellington manufacturing flrms (lkdkober , 1972) 

uttemp t ed to r evea l 1,•h.J t influences operate on successful export manufacturing 

firms. The f i rms we r e class ified into thre e groups hased on ow nership 

c ircums t ances : entrep r e neur- based , overseas - based and domestic-hased. 

Overal l, the overs eas grou p showed the most rapid rate of export growt h . 

A study comparing Australian, Canadian and New Zealand manu fac turing 

firms inves tiga t ed the marketing practices and ex po rt performance. (St en ing , 

1974) . The relationship between export performance and several independen t 

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 loca tional 

influences. (Sloan , 1977). No strong relationships were found to exist. 

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



very imma turc .'.l nd that only n f cw firms hnd rc<J c hcd the required level of 

exports to qualify as being ' export oriented' firms. It is accepted that 

about thirty per cent of production ne eds t o be exported to enable a firm 

to qunlify as being ' export oriented'. \HI t on ( 1978), in hi s study of 

small s ca le, high value manufac turing firms, n l so found tha t few firms 

qualifi ed as be ing ' export oriented' . lloweve r, r ecen t s tudi es lwv c 

taken a lower percent:igc ( 20% ) to define nn export oriented firm . 1 

The most recent study of the New Zea l and expor t m.'.lnufac turin g firm 
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was tha t of Lees (1978) . He examined the exporting environment nnd 

polenLi<.Jl export markets of Auckland manu fac turers, and f ound that exporting 

firms viewed their export environment from differin g s t a ndpoints accord in g 

to the leng th of time the firm had been est.'.lblished, the firm ' s ownership 

and the management charac teristic s of the firm . \·l ith regn rd to export 

markets, he found that there was an apparent ln ck of enthusiasm amongst 

exporting firms for developing future export markets. 

These New Zeciland studies looked at many aspects of th e ex port ma nu L1c t

urin g firm but most especially the in[]uenc cs of a f irm' s expo rt pe rfo r mance . 

Few studies could find a ny significant fac t ors influ enc in g export performance . 

The gene ral co nclusions to be ga ined from l ook ing at these st udios i s th:it 

New Zealand export manufacturing firms a r c , typi ca ll y , not expo rt o ri e nted 

and that the export scene i s New Zealand is still immalurc . 

These studies have bePn m.-i in .ly descriptive and none have looked ;1t 

exporting firms in the light of r ecen tly des i gned export models . 

Export development has been a widely studied aspect of international 

business as attested by the large volume of literature on the subject. 

Recently, several conunonly 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). 

pre-export behaviour were identified : 

Four types of 

1) The ' active ' pre-exporter who is making a positive effort to 

commence exporting at some future stage. He is, at present, 

gathering relevant information and is open to export stimuli . 

2) The ' passive ' pre-exporter who does not actively seek to export 



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 s timuli. 

4) The 'reac tivating ' pre-expor t er who ha s Pxported in the past 

and has, subsequently, discontinued but plans to look at it 

again in the future . 
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The ir study found that firms demonstrating active pre -export behaviour 

were likely to become expo rters sooner tlw.n finns of <Jny other t ype ancl would 

tend to hnve higher r.'..ltes of export grow th :1ftcr the firsL expo rt sale; 

whereas, it was unlikely that sustained export trade could clcvelop on the 

'ri ckety ' 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 

environmen t, the ex trareg ional expansion of the firm and information. The 

value system , pas t history and experience of the dccision-m.1ker all 

combine to make up his 'international orientation ' which wil 1 influ(~nce 

his perception of the export stimuli lat ent in his firm's int e rnal ancl 

external environment . (Cunningham and Spige l, I 971) . 

A firm ' s loc0tion in th e> domestic m::irkc t may affe>ct it s transport 

costs and inform.Jti on []ows . As ciecis ion-m:iker s use· limited ~ ; carch behaviour, 

there is more likelihood of firms located in ' information centres' being 

exposed to export stimuli . (Cver t and Mn r ch , 1965) . Urban economi cs of 

scale also apply , in that a large numb er of firms concentrated in one area 

creates a favourable ' enterp r ise environme nt'. 

1978). 

(Wiedersheim , Olson and Welch , 

Extraregional expansion helps expor ters t o 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 



on inf o rmation. Thus, ed ucationa l programmes giving fact ual a nd 

prac tica l information sho uld be directed towa rds th ese types of firms . 

Dir ec t financ ial ben efits will, howeve r, stimulate firms exhibiting 

active or r eac tivat i ng p r e-expo rt be haviour . 

A simi l ar model to the expo rt- propensity model is the international

isat i on model which is designed to explain the process by which firms 

increase thei r international involvemen t and fo r e t gn m<trket commit1:ie nt . 

(Joha nson a nd Vahlne , 1977). A firm will gro.clu<t]ly acquire , integrate 
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a nd use knowledge about foreign marke ts . The decision to adopt exporting 

activity is the f irm' s initial international commitment and 1nay be i nitia t ed 

eithe r by problems or by awareness of opportunities . (Lee and Bras ch , 1978 ) . 

The five stages of this model are :-

1) Expor t of a surplus product. 

2) Export of an ex isting product range with modifications ; that is, 

expo r t marketing . 

3) Export of modified products to new markets ; that is , ma rk et 

development . 

4) Export of new prod uc t s to exis ting or new mnrke t s ; that i s , 

product -t echnology development . 

5) Ove r seas manu fac tu ring . 
( Cullwick , 1978) 

The i1Yi.tial es t ablishmc>n t chain beg ins with a firm expor tin g to a 

psychologically close cuunlr y vi.a an overs oi1s age nt, ;is this initi;1l l y 

requires a smaller r esour ce commi tmen t a nd involves l ess ri sk nnd unce r

tainty. Later , the firm may establish a sales s ubsidiary and , even tually , 

in some cases , may begin production in the ove rs eas market . (Johanson 

and Vahlne, 1977 ) . Several o ther studies ha ve reinforc ed these findin gs . 

(Johanson and Wiedersheim , 1975; Gruber, Meh t a a nd Vernon, 196 7; Lipsey a nd 

Weiss, 1972). A firm is not really commi tt ed to exporting until it has 

r eached Stage 2 or beyond, where the firm supplies products and services 

on a regular basis to the selected overseas market(s) irrespective of 

dema nd for that product in the domestic market . Increasing commitment 

to exporting requires a strategy for market developmen t 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 : 



' Am a + bE - cl+ dF + eM 
Where: A is the firm ' s export activity for the stage in question , 
E is management's expectations regarding th e 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 i s the facilitators (unsolicited 
orders, information, subsidies, infrastructural a nd institution aids , 
e tc . ) management perceives to initiating expor-ting , and Mis the 
quality and dynamism of the firm's nwnagemcnt plus the firm ' s 
organizational chilracteristics that affect exporting ' . 

(Hilkcy, 1976, 14) 

The model's six s ta ges are: 

l) Management is not int erested in exporting and \vould not evcn 
fill a n unsolicited export order . 

2) Manageme nt would [iJl an unsolicit ed order hut makes no 
attempt to explore the feasibility o[ exporting . 

3) Management act ivel y explores the feasibility of exporting 
(this stage is omitted if an unsolicited order has a lready 
been received). 

4) The firm exports on an experimental basis t o some psychologically 
close coun try. 

5) The firm is an exper i enced exporter to that co untry cmd adjusts 
exports optimally t o changing exch;rnge r.1tcs , t;1riffs, etc. 

6) M.inagcment e xplores thL' fc,1s i hility of expo rtin g to ;iddition;1l 
counLr-ics Lhat arc psychologically (urLl1cr away . 

(l)ilkcy ;ind Tes;1r , 1975, 93) 

of diffusion this stage co n be rcgnrdcd t1s odnption . (Lee nnd Br~1sch .. 

197 8 , 85) . Before the stage is reached, a firm must hav e successfu] 1y 

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 approp riate only to firms in ce rtain stages 

of the export development proces s . 

Thus , the background literature provides a ge neral platform from 

which to examine the major issues pertinen t 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 . 
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As activity increases in the expo r t sector; that is, as the spatial inter

action field increases , there are corresponding linkage effects. At the 

l evel of the firm, expanding material linkages require metamorphosis of the 



organisa t ional structure . ( Taylor, 1975) . When this occurs, barriers 

or thresholds to development (for example, trad in g f rontiers which 

exist between the local, regional , national and international markets) 

can be crossed . This process normally proceeds by stages as firms 

incrementally increa se their interna tional involvement and foreign 

market commi t ment . (Bil key, 1976). Intervention by the gov er nme nt in 

the form of export stimulation measures may enco urage firms t o jump 

fr om a local orientation to an international orien tation without th e 

corresponding organisational g r owth and development . 
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FOOTNOTES 

1 . These s t udi e s are presently being conduc t ed by the Nat ional Planning 

Council , the Manufactu r e rs Feder.'.1 tion and the Econom i cs De par t me n t 

of Victoria University , Wellington. 
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CHAPTER 3 

RESEARCH DESIGN 
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The research was designed with the aim of providing factual information 

abou t the exporting behaviour of manufactu ri ng f inn s within the New 7.ealancl 

space economy. 

To facilitate this inquiry, it is necessary, initial]~ to ascertain 

whether o r not there has been any developme nt of an export linkage . It could 

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

1) Much entry into expo rting . 

2) Much exit from exporting unless changes t ake place within the firm which 

are favourable t o exporting . 

3) Evolution of the firm with increasing commi tment to export in g . 

What has bee n 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 incid8nce of entry and withdrawal? Did they have the 

same pattern of responses? Did they have the same l eve l of achievement? 

Thi s prucess can be shown diagrammatic .:i lly in Fi gure 3 . 1. 

This firs t stage of the analysis will then provide a platform for 

describing why and how m.:rnufacturers, lnrgc and smLl ll, have initiated , 

sustain,•d , improved and reactivated exporting uctivity. \~hat ha s happen ed to 

rn.:rnufacturing firms during lheir period of exporl involvvmenl? /\rl}. LherL! 

uny lwhuviour ;1l t endench•s whlch suggest iln t·xporl o rL <• nL ;1 Lion of firms? 

!!as the organisntion.'11 struclure of firms influenced Lheir exporting bch,1viour? 

What s trategics and tactics have the exporting firms used? Increasing commit

ment to expor ting requires a st rat egy for market developmen t 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 contribut ion from the peripheral 

urban economies increased, decreased or remained the same over t ime? 

RESEARCH METHODOLOGY 

Location of the Study 

The expo rt manufacturing firms studied were tho se located in the central 

North Island cities and towns - Palmers ton North , Napier, Hastings, Wanganui 
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and Lcv ·i n . The ;irca studied Wi1s limit l'cl d110 to r·ime nnd cos t co nstrn int s . 

Although the number of export manufa cturing firms in eac h of these urbo n 

areas is small , this is the ac tual pattern of exporting ac tivity whic h has 

existed over the period studied. The limitations of the study area chosen 

are discussed ot the end of the chapter . 

The Basic Data Sources 
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It was decided to survey th e c11tire popula tion of export manufacturing 

firms in the s tudy a r ea . Unfortunately no comprehensive list of expor t ers 

is readily accessible in New Zealand. 

A list of the t o tal population of expor t ers in t hese ur ba n a r eas was 

comp ile d f rom several sources : 

1) From ea rl ier s urv eys of manuf.:icturing fir~ms c.Jrried out by membe r s of 

the Geography Depar t ment , ~~ssey Cniversity . 

2) Firms l i sted in the Universal Business Dir<..:ctory were t. elcp lioncd and 

asked if they had exported in the past or wen~ exporting <ll prr:sc11 L. 

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

courlcsv of thL· fkpnrtm('nt l)f Tr:1dc ;111d lndu s try . 

Li) From a 1 isl of kncl\V!l l':qrnrtC'rs supp l i L·d c0t1rtl'fi)' Clf Lilt• j';;ipiL·r !Lirbuur 

Bo.Jrd . 

5) Fr om lists suppl i ed by Customs Agencies . 

At this s t age firms were not classified accord ing to size or t ype of 

product, since all firms who a r e or have been directly involved in export ing 

were required for the st ud y of the expo rt process in fi r ms . 

The Collection oE Data 

Data collection consisted of two methods - personal interview and mail 

questionnaire. Confidentiali t y was promis ed to a ll participating f irms and 

this was strictly observed . 

Every firm was approached for an interview because of the type of inform

ation that was r equired . The pe~son 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 tota l 75 expo rt 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 t o p m.:.t nagemenl were absent at the tlmc . 

A mail questionnaire was also thought desir.:ible to further gain factual 

data which would enable comparison of characteristics among th e firms . 

( Ap pendix B) . This was posted to firms wli-ich h;1d e;-irl ier been Lnterviewecl 

and to those firms wh i ch h<Jd r efused to give interviews . Those firms not 

returning their questionnaires by <J cer t<Jin dale were reminded by either a 

telephone cnll or a reminder letter . A 72 per CL~nt (54 firm;:;) response 

rate to the ma il questionnaire wns obtninocl . A further 8 fLrms (10 . 7 per 

cent) r e plied explaining why they had not completed the quest i onnaire . An 

interes ting factor which eme r ged was that seve ral firms did no t cons id er 

themselves exporters, as expo rting act ivit y played a very minor part in 

the ir fi rm' s total production. 

The response rate fo r the interview and the m<1 il quesUonnaire, acco rding 

to urban location, is summarised in Table 3 .1. 

Design of th e Intervie>w and M~_Qucstionnnirc 

The interview W<JS co ndu c t ed to ga in in-depth knowleuge of the ;1ctual 

export process whic h had occ urr ed in each firm . This required a background 

knowledge of the firm ' s general cha r acteristics - Question 1 . The sequence , 

tlnough time, of the firm ' s exporting activ it y w;:is obtained by Qu es Lion 2 . 

Questions 3-7 rcl.:ite to the d i ffere nt decisions which had to be maJc by :t 

firm en t er in g the export market and questions 8-10 enquire into the firm ' s 

pt'rccplions o( cxporUng :ind Lhc cffccl JL h;1s had on Lile firm . 

Information similar t o that obtnined by the int erview was asked for 

again in the questionnaire. However , us e of the written questionnaire enables 

empirical a nalysis , whereas the interview mainly allowed description . Also , 

ce rtain points, which eme r ged from the interviews , were ab le to be incorporated 

into the written questionnaire . 

Limitations to the Analysis 

Informa tion a bout a firm ' s expo rt process f rom time of i ncep tion to the 

present day was often not available. This occurred when the relevant da ta 

had not been kep t by the firm or when th e pe rso n int ervi ewed had not been 

with the firm long enough to remember export initiation a nd 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 . 



Urban 
Area 

Palmerston 
North 

Napier 

Hastings 

Wanganui 

Levin 

Total 

Total population 
of exporting 

firms 

22 

19 

15 

13 

6 

75 

Source: Survey Data, 1979. 

Interviews 
Given 

18 

19 

14 

13 

6 

70 

TABLE 3 . 1. 

RESPONSE RATE OF THE SURVEYED FIRMS 

Interview 
Refusals 

4 

0 

1 

0 

0 

5 

Response 
Rate (%) for 
Interviews 

8]. 8 

100.0 

93.3 

100.0 

100.0 

93 . 3 

Ques tionnaire 
Completed 

14 

14 

13 

8 

5 

54 

Questionnai.re 
Refusals 

8 

5 

2 

5 

1 

21 

Response 
Rate ( %) for 

questionnaires 

63 . 6 

73 . 7 

86 . 7 

6 1. 5 

83 . 3 

72.0 

1 Effective use was depend ent on both full information being provided a t the interview a nd in the questionnaire . 

Effective 
Usel 

Rate (%) 

59. l 

73.7 

86 . 7 

61. 5 

83.3 

70 . 7 

w 
\.J1 
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Also as has already been mentioned, the study d ealt with only a limited 

geog raphical area . Although a metropolitan u rba n area was absent from th e 

urba n hierarchy of locations a regional cent r e , thr ee secondary centres a nd 

one small town were included . 

However, a guid e t o th e importance of the economic and industrial 

development in the st ud y ar ea may be seen in an examination of the relative 

performance of th e study area a nd its subareas as compa red t o New Zealand . 

Table 3 . 2 summarises the smal l absolute size in 1976 of the <:1re;:i ' s popula t ion 

( 5 . 9 per cen t of the New Zealand total) and industrial base (6 . 4 per cent of 

industrial employment, 6 . 6 per cent of industrial es tablishments a nd 6 . 1 

per cent of the value of production. This points to a limited po tential 

market within the cent r al North Isl and and the need to seek extraregio nal and/ 

or export markets to ensure g r owth. 

An ea rl ier study (Le Heron, 1976) found that there were distinctive 

indust rial specialis.::itions in this area . These special is;1L iL>ns h.ivc resulted 

from hi gh growth rates in food , tob;1cco, foot\~car nnd tcxti1L· induslry groups 

and the accompanying s low growt h nf mnny other industries. 

Table 3.3 illustrates the distribution of cxportin~ firms included for 

analysis in this study . AJ 1 but f jvc of the industry groups <HC represented 

in this s tud y . The domina nt export industries are footwe;-ir and i1ppi1re1 , 

electrical machinery , machinery , metal products and furniture . 

A final limiting fac tor t o the analysis was the exclusion of non-exporting 

firms (that is, those firms which h<Jd never exported) from the population 

of firms su rveyed . This ca n be explained by the fact that it is very 

difficult to find a popula tion which would match that of th e exporting population 

with respect to industry type and organisational status. Unless this could 

be done, any comparison of thes e two distinct subpopulations could only be 

superficial. 

Classification of the Data 

The survey da ta was organised in terms of sev e r al classifications . They 

were : 

1) New Zealand Standard Industrial Classification. 

2) Geo graphic 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 
New Zealand 

Population 

Industrial Employment 

Establishments 

Value of Production 

Pa lmers t on No r th 

1. 7 

1. 5 

2 . 2 

1. 5 

Source: Department of Statistics, 1976-1977. 

Local Authority Ar eas 

Nap i er Has tings Wanganui 

1. 5 1. 1 1. 1 

0 . 9 2 . 1 1. 4 

1. 3 1. 1 1. 3 

1. 1 2 . 1 1. 0 

Levin 

0 . 5 

0.6 

0 . 7 

0 . 6 

Total 

5.9 

6 . 4 

6 . 6 

6 . 1 

w 
"' 



TABLE 3 . 3. 

DISTRIBUTION OF EXPORTING FIRMS BY INDUSTRY GROUP , 1979 

Industry Gro up 

Food 

Beverages 

Tobacco 

Textiles 

Footwear 

Wood 

Furniture 

Pape r 

Printing 

Leather 

Rubber 

Chemicals 

PeLroleum 

Non-metallic 

Basic metals 

Hetal prod ucts 

Hachine r y 

Electrica l 

Tr.:inspor t 

Miscellaneo us 

Palmers t on Napier llasllngs lfanganui Levin 
North 

4 1 3 2 

2 2 

2 

2 

l 

2 

l 

4 

3 

4 1 

2 

Source: Survey Data, 1979 . 

To tal 1 

2 

2 

11 

l 

4 

3 

3 

2 

3 

2 

5 

5 

6 

3 

l Several industry groups were not r epresent ed . These included tobacco, 
paper, rubbe r, c hemicals a nd miscellaneous . 
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Firms were assigned the status of large or small in accordance with the 

acce pted New Zealand definition (small less than SO employees and large SO 

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

The organisational structure classification categorised establishme nt s 

by stage of company development . (Chandler, 1966). Type I firms are small 

and con trolled by the owner/founder. Type II fi..nns are those which have 

departments (sales, production, finance) run by company officers who are 

r e sponsible to a general manager . These fi r ms tend to be characterised 
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by a s ingle line of production. Type III firms use a divisional orga nisational 

structure based on product or area lines . Evolution of the firm involves 

decisions and adjustments of a function a l nature and also various geographical 

expansion strategies; for example in Type II o r Type III firms wh e re multiple 

products are produced in often geographically dispersed branch plants . 

Thus, it is hoped that the r esea rch design will allow analys is a nd 

int e rpretation of the export linkage development, th e expor ti ng behaviour of 

manufac turing firms and fin .J ll v discussi.rn ;1hout Lhc con Lri hutlon of exporting 

f irms to the environment in 1..ihi c \1 they nrc loc:ltcd. 



40 

CHAPTER 4 

THE EXPORTING BEHAVIOUR OF MANUFACTURING FIRMS 

EXPORT LINKAGE DEVELOP~ffiNT 

To obtain a clear picture of the export scene, it is necessary to 

prima rily establish whether or not there has been any development of an 

export linkage. Table 4 .1 surnm.:niscs tlw material linkages of small and 

large firms over th e period 1974-1978. It is obv ious that there has, indeed, 

been some export linka ge dev elopmen t. Ovcr:1ll, 'xport pcr f orm.:tnce has 

risen from 10.4 per cent in 1974 to :20 . 9 pC'r cent in 1978 . Roth small and 

large firms have experienced this development. Sales within the local a rea 

have declined noticeably ov e r the period while interregional sales have 

remained roughly the same. However, care must be taken when interpre ting 

data given in percentages. 

Over the same period , imports h;:ivc remained the same, local area 

purchases lt.:1ve incre~1sed slightly ;ind intl'rregiona1 purchases h:1vc dec re ;1sed 

:-; ] igli tly . Bot h sm.111 nnd large firms hilve h.1d ;1 similar p;1ttern of lin k;igc 

development. However, sm::ill exporters rely morv o n the Jo c;1 l :ire.:t for 

rurchases and s;i1cs than do Luge firms. Sma]] exporters also rely less on 

imported goods than large firms . In 197 8 , small firms imported 30 .4 per cent 

o f the ir purchnses in 1978 as compared \vith 1ar?,e firm s which importc·J 43 .1 

per c ent . Small firms also tend to export a lar ge r percentnge (25.7 per cen t 

of thei r sales in 1978) as compared with l a rge 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 
domestic 
growth . 
may need 

especially encourage those industries with a high 
content and which demonstrate high productivity 
To achieve this sort of structural change, industries 
to r eorganise 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 serv ice linkages . 



TABLE 4 . 1 . 

SUMNARY OF TRADE :FLOWS BY SIZE OF FIRM (p er cen tages) 

Purchases 

Local Area 

Interregional 

Imports 

Total Purchases 

Sales 

Local Area 

Interregional 

Exports 

Total Sales 

Small Firms 

1974 

27 . 1 

42 . 6 

30.3 

100 . 0 

28.5 

57 . 5 

14.0 

100.0 

1978 

28 .4 

41. 2 

30.4 

100.0 

17 . 9 

56 . 4 

25 .7 

100.0 

Source: Survey Data, 1979 

Lar ge Firms 

19 74 

19 . 7 

37 . 9 

4 ') I - . ., 
100.0 

I 7 . 8 

75 . 3 

6 . 9 

100 . 0 

1978 

23 . 8 

33 . 1 

43.1 

JOO . O 

14 . 6 

69 . 2 

16 . 2 

100 . 0 

1974 

23 . 4 

40.3 

36.3 

100 . 0 

23.2 

66 .4 

10.4 

100.0 

Total 

1978 

26 . 1 

37 . 2 

36.7 

100 . 0 

16 . 3 

62 . 8 

20 .9 

100 . 0 

.i:-

...... 



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

(Hamilton, 1978, 11) 

In 1974, there were 46 exporters - 24 (52.2 per cen t) of which were 

large firms a nd 22 (47 . 8 per cent) were small firms . By 1978, th e total 

number had increased to 71-41 (57.7 per cent) of which were large and 30 

(42 . 3 per cent) were small. The pr opor tion of l a r ge t o small firms has 

changed. 

Over th e period, several significant changes took place. Of til e 

t otal 30 fjrms entering export in g , 14 (46.7 per cent) were L.1rge ;:i nd 16 

(5 3 . 3 per cent) were sma ll, and the 5 firms whi ch ceased exporting were all 

l arge . Almost eq ual proportions of small a nd lnrge firms we re entering 

exporting but onl y l arge firms were stopping . 
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A shift of firms within their size ca tegory 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 dec lined by size 

category . Also, 4 firms which en t ered expor tin g after 1974, ceased e xpor ti ng 

before 197 8 and th ese were all large. 

Thus it appears that the re has been an overall increase i n exporting 

nctivity with almos t eq ual proportions of smn.11 :ind large firms entering 

exporting . Small firms, however , t end to survive better .:is expo rters than large 

firms. 

Tockey (1965) fou nd th a t th e smaller firms which could more easily 

adapt their prod uction to the small scale requirements of ove r seas customers 

were more successful as exporters. 

Small exporters also tended to have more potential for grow th than 

l<irge 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 

Change in 
employment 

numbe rs 

Increase 

No Change 

Decrease 

Small Firms 1 
Numbe r % 

24 85 . 7 

3.6 

3 10 . 7 

Source : Survey Data, 1979 

l 
Hase year for size category is 1974. 

Large Firms 
Number % 

12 48 . 0 

3 12 . 0 

10 40 . 0 

43 

Total 
Number % 

36 67 . 9 

4 7.6 

13 24.5 



may be that firms quoted vo l ume with respect to sales and purchases and 

value with respect to this discussio~. The export orientation (export 

o r ientation 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) . ln 

1974, only 12.6 per cent of the exporters co uld he described as expor t 

oriented . By 1978, this proportion had only increased to 16 . 9 per cent 

of the firms . This findi ng is comparable to that of other studies -

\Hlton (1978) found 19 . 5 per cent of his small sc11l e hi gh va 1ue firms to 

be export oriented and Sloan (1977) found only 2 firms to be export 

orient ed . 

Generally , the expo rt performance of firms has inc r eased over the 

period . In 1974, 65 . 6 per cent of the firms expo rted less than 5 per cent 

of their sales, but by 1978 this had decreased to 35 . l per cen t of firms . 
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When lookin g separately at the c·xrort performance of smnll <ind l arge 

firms , it can he seen that small firms tend to lil' 111or l· export oriented . ln 

197 8 , 51 .9 per cent of the l arge firms expo rt ed less Lhnn 5 pe r cen t where

as L1nly 18.2 per c c· nt of the' smn11 f:irms C'xportc·d ilS littl e· ;1s this . 

One may concludl' that in gene ral, firms cxpo rtin )', m0nuf ~1cture d 1;nods 

.:.ire' not expo rt orien l ed . The current expor t scene appears to be charac ter

is ed by : 

1) Almost equal proportions of l a r ge 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 

productio n going to export marke t s . 

As New Zealand industry is based on a sma ll number of large compa nies 

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 grow th occ~r . it is likely that the 

firm will und e rgo a change from a small owner-operated business (denot ed 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 



Export Performance 

Small 

0-5.0 66 . 7 

5 . 1-10 . 0 6 . 7 

10 . 1- 20 . 0 13 . 3 

20 .1-30.0 0 

30 . 1+ 13 . 3 

Total 100 . 0 

Source: Survey Data, 1979 . 

TABLE 4 . 3 . 

COMP ARI SO~ nF EXPO RT PERFORMANCE, 1974-197 8 

1974 

Pe rc en t ages 
L.:irge 

fi4 . 7 

23 . 5 

0 

0 

11. s 

100 . 0 

Total Small 

65 . 6 18 . 2 

15 . 1 18 . 2 

6 . 7 13 . 6 

0 27.3 

12 . 6 22 . 7 

100 . 0 100.0 

1978 

Percentages 
Large 

5 1. 9 

11. 1 

2 5 . 9 

0 

11. 1 

100 . 0 

Total 

35 . 1 

14 . 7 

19 . 7 

13 . 6 

16 . 9 

100 . 0 

.t:' 
l.n 



exporters, however, were Type III firms . Table 4.4 shows how exporters, 

as classified by their organisational type, fare with respect to expor t 

performance. It is surprising to note that Type I firms can achieve a 

h igher expo rt performance than Type II firms. Type III firms however, 

perform averagely well - they all export more than 5 . 0 per c en t of their 

sales . However, one might have expected that Type II and III firms would 

perform better with r espec t to export ac tivity. 

EXJ>Ol\TlNG ilEllAV LOUK 

SLages of Export gchavloural Development 
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Although the expo rt o rientation of the fi.r ms ls ]ow, the gener;J] expo rt 

pcrform;incc of the firms is increasing . /\s Tnb1c L1.S. shows , the m;1jority 

of exporters have reached a well developed form of exporting behaviou r; 

58 . 6 per cent of the firms have rcn chccl St;1gc 7 or beyond, whcrens only 

18.7 per cent of the firms are in the expe rime ntal stages (Stages 1-3) of 

exporting . 

There is a t endency for more large firms ( 22 . 6 per cent) t o be exhibiting 

experimental exporting behaviour than small firms (13 . 7 per cent). More 

Jarge firms (13.0 per cent), however, show ;1 Ve ry hi ghly cieVL'}O[)e<l form of 

exporting behaviour (Stages 8 , 9 ) than small firms (4.5 per cent) . This is 

to be expected as only large firms would he able to rais e th e necessn ry 

capital to set up overseas subsidiaries . 

Willis (1973) sugges t ed that firms were not export oriented because they 

had not been in th e exporting game long enough . It 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 ga ined 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 EXPORTIN G FIRMS, 1979 

Ex port 
Performa n c e 

0-5.0 

5 . 1-30 . 0 

30. l+ 

Tota l 

Ty pe I 
No . ( %) 

6 (35 . 2) 

7 (4 1. 2) 

4 (23 . 6) 

17 (10 0 . 0) 

So u rce : Surv ey Dat<:i , 1979 

1 
As def in e d ear li e r i n Chap t e r 3 . 

S t a tus of Fi r ms l 

Type TI Type III 
No . ( %) No . (%) 

14 U1 8 . 3) 0 (0) 

11 (j} . CJ) 6 

4 (lJ . 8 ) 1 (14 . 3 ) 

29 (100 . 0) 7 (1 00 . 0) 

4 7 



Stagesl 

1-3 

4- 6 

7 

8-9 

Source : Survey 

TABLE 4 . 5. 

STAGES OF EXPORT BEHAVIOUR , 1979 

Pe r cent ag e of 
Sma ll Firms 

13 . 7 

31. 8 

50.0 

4 . 5 

100 . 0 

Data, 1979 

Percentage of 
Large firms 

22 . 6 

16 .0 

13.0 

100 . 0 

1 As g ive n by question 2 of ma il questionnnairc . 

TABLE 4 . 6 . 

YEARS ENGAGED TN EXPORT I NC ACTIVITY 

SLages of 
Exporting 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Total 

0-5 

9 . 7 

3 . 8 

3 . 8 

7 . 7 

13 . 6 

1. 9 

40 . 5 

Source : Survey Data , 1979 . 

6-1 0 

5 . 8 

1. 9 

3.8 

19 . 3 

1. 9 

32 . 7 

YEARS 
11-15 

l. 9 

1. 9 

5 . 8 

3 . 8 

1. 9 

15 . 3 

Percentage of 
All Firms 

18 . 7 

22 .7 

9.5 

100 . 0 

16--2 0 20+ 

1. 9 

1. 9 5 . 8 

1. 9 

1. 9 9 . 6 
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years . 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 

Wha t factors prompt manufacture rs t o engage in exporting? Arc 

these factors, which are responsible for initial en try, su fficient to 

sustain, improve or rea c tivate export interest , effort and perfonnance? 

The five 111osl imporurnt rcilsons Ln be giv(·n for L·11Lry lnlo cxporLing 

were in order : export incentives, excess capacity of tlw L1ctory , company 

researc h into export potential, company representatives visited overseas 
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and the company being approached by an overseas firm (unsolicited orders) . 

Table 4 . 7. also shows tha t the reasons remained generally the same in i mportance 

for all sized firms . New Zealand ' s expor ting rcsean·h in trw p~1st 

has also highlighted the major contribution of export incentives for motiv

ating expo rting activity and the minor role of the other facto rs (Bedkober , 

1972; Sloan, 1977 ; Stening, 1974; \.Jillis, 1973) . Thus the import.:rnce of 

export incentives h.'.ls remained unchanged through time . (Ti1ble 4 . 8 . ). 

The export in centives have, in Lhe post , sLrongly l'r1p!i<1siseJ s;iles 

grm~Ll1 of L'xrorts. One t.1x:1tion ·incC'ntiv c was hasccl on 2'i pvr cL· nt s:dl's 

incrc.'.lscs in csLabJished markets :rn d an additional 15 per cent of s:ilcs in 

designated new markets. 

Goals for Exporti~ Firms 

Ts cxportin}', n means to ;1chil'Ving gonls? i\n:1lysis of tlw goa ls will 

show the business orientation of the firm s . Ovprsoas rcsp.ircli (Bilkcy, 

1970) suggests that profit , g rowth and security of inves tment .'.lre first 

priority goals to American and Canadian firms and tha t 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 impo r tant company goals have also emphasised sales growth . 



TABLE 4 . 7. 

REASONS FOR E:--~TRY INTO EXPORTING 

Reasons for Entry 
Sma ll Firmsl 

Score2 Rank 
Large Firms 

Score Rank 
Total 

Sco re Rank 

Market saturation for product 10 6'-" 16 6 26 6 

Excess capacity of factor y 52 2 44 4 96 2 

Internal transport costs affecting market areas 2 9= 0 10 2 10 

Company approached by overseas firm 20 5 22 5 42 5 

Company research into export potential 46 'l 48 5 94 3 _, 

Company representatives visited overseas 42 4 so 2 92 4 

Export Incentives 70 1 88 1 158 

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, 197 9 . 

1 
The base year for size was 1978 . 

2 
Weighted score : those reas ons ranked one, two or thre e according to importa nce were ranked six , four and 
two respectivel y . 

3 
Other reasons included: to spread production of a seaso na l p r oduct , limit ed New Zealand market and asked 
to by a parent company . 

lrl 
0 



TABLE 4.8. 

REASONS FOR INITIAL E~TRY INTO EXPORTING IN NEW ZEALAND RESEARCH 

Small Large Stening ' s 
Reasons for Entry South Island South Island Survey 

Exporters 1977 Exporters 1977 1973 

Export Incentives 1 l l J_ 

Excess Capacity 2 2 4 

Research into export potential 5 3 2 

Approached by overseas country 3 4 6 

Visit overseas 4 5 3 

Market saturation in N.Z . 6 6 -

N. A. F. T. A. I 0 7 5 

Test marketing of a product 7 8 8 

Opportunity from devaluation 8 9 7 

Regional Development Incentives 9 IO -

Internal transport cos ts 
reducing competitiveness in N.Z . 11 1 1 -

Source: Le Heron, 1978. 
Survey Data, 1979 . 

Survey 
Firms, 1979 

l 

2 

3 

4 

5 

6 

7= 

9= 

10 

\J1 
....... 



TABLE 4 . 9 . 

GOALS OF EXPORTING FIR.1'15 

Goals Small Fi rmsl 
Score 2 Rank 

Large Firms 
Score Rank 

Total 
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 

Product diversification into related areas 8 8= 14 8 22 8 

Geo graphic expansion of product sales 12 7 6 9 18 9 

Product diversification into non-relat ed areas 0 10 4 10 4 10 

Improved market share for products 18 6 36 3= 51 .. 6 

Source: Survey Data, 1979. 

1 
The base year for size was 1978. 

2 
Weighted score: those goals rank ed one , two or three accord in g to importance were r a nked six, four and two 
respectively. 

V1 
N 



Reasons for not continuing exporting activ ity 

Of the five firms whic h discontinu ed expo rting ac tivit y be twee n 1974 

and 1978 , all wer e large firms . There was no one reason wh y firms 

stopped expo rtin g . The diff e r ent r easons were 1.:ick of export expe ri ence , 

liquidity problems, inc rease in domestic market demand and budge t 

aJterations which affec t ed the pr oduct which cou l d be exported by one f i rm . 

All fiv e exporters ~ire re.:i ctivri ting l'Xporters as they r<.:p1ied th.i t tl1ey 

would consid _r exporting again in the futu re :incl thrve of Lli ese finr.s 

said that they were ac tively seeking expor t orders Jt present . 

Difficulties of Expo rt ing 

The r e.::isons for firms not co ntinuin g C'xporling .ire r eJ;1tcd tu LhL· 

difficulties Lhat expu rt e r s hav e wh en they arc active ly lnvolvc-cl i n 

cxpor ti11 g . 
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M.:rny of the difficulties 1 i. stcd in T,1b lC' Li. 10. W('H' found to pres en t 

a n eq ua l percentage of d jfficul t y t o all fi r ms . Tlic· most i mpo rt an t 

difficulties we re: schedu ling to mev< expo rt dc1ivt>ry elates org.-rnising 

shipping , assessing expo rt profi t ability, estimating ove r seas c r edit risk s , 

mak in g con t ac t with buyers, f i nancing expo rt s:i1cs <ind scl 1 i ng overseas . 

It is per haps surpr i sing to find that factors 1.•hich Jarge firms per

ce i ved Lo be important difficulties were no t found to be so by sma ll 

firms ; for example , small firms found designing new products for expor t , 

obtaining cred it r isk insurance, estimating overseas credi l risks and 

adve rti sing to be relative ly unimpor t ant obs ta c 1e s . 

The converse is also true as large firms found handling expor t docu 

mentation, finding agen ts fo r marketing, making contact with foreign 

buyers, financing export sa l es a nd o t her diffi c ulties to be of littl e 

importance unlike the small f irms. 

Thu s small firms a nd l a r ge firms have varying obstacles to exporting . 

The dif(iculLies perceived by small firms arise from the limited amount of 

capital that small firms are abl to invest in organising an expor t infras

tructure within the firm . 

Factors of Impor t ance 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 persona l selling, terms of sale and direct distribution . 



TABLE 4 .10. 

THE DIFFICULTIES OF EXPORTI:\G RANKED BY SIZE OF FIRM 

Difficulties 

Assessing export profitability 

Designing new products for export 

Modifying existing products for export 

Preparing samples 

Scheduling to meet export delivery dates 

Handling export documentation 

Handling payments from overseas 

Obtaining general export insurance 

Obtaining credit risk insurance 

Organising shipping 

Finding agents for marketing 

Making contact with foreign buyers 

Selling overseas 

Financing export sales 

Estimating overseas credit risks 

Advertising overseas 

Other 2 

Source: Survey Data, 1979. 

Smalll Firms 

8= 

13= 

6= 

8= 

l= 

8= 

8= 

13= 

13= 

6= 

8= 

l = 

5 

4 

13= 

1 7 

l= 

Large Firms 

3= 

3= 

7= 

9= 

1 

13= 

6 

l 7 

7= 

3= 

13= 

13= 

7= 

9= 

2 

9= 

13= 

1 The base year for size was 1978. 
2 Other difficulties included: assessing ma r ke t potcnLiaL , pe r forma nce of a ge nts, price . 

Total 

3= 

9= 

9= 

12 

1 

13= 

9= 

17 

13= 

2 

13= 

3= 

3= 

3= 

3= 

16 

3= 

Vl 
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Ad vertising and sales promotion , however , t e nd ed to be more importa n t to 

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

Competitive Advantage of Expo rtin g Firms 

Firms were g iv e n a list of five advantages which could help them to 

compe te succe ss fully . In ge neral , firms ranked th e following fa c tors in 

o rd e r of importance : efficien t production , technology, unique pr oduct , 

eff i c i ent marketing and proximity to ma rk e t. Small nnd lnrge fjrms , 

how ever, differed in t he factors which they t hought co ntributed to their 

competitive advan t age . Small firms found t hat a unique product was a 

more important competitive advantage than did l arge firms . 
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Large firms, however, f ou nd efficient production, technology and 

effic i ent marketing to be more importa11t tha n did small firms . (Tabl e 4 . 12 ). 

These advantages und e rline th e s tra t egic inclinations of t he firms. 

Le Heron (1978) suggests tha t dominant o ri entations towards t he marke t and 

t owa rd s t ec hno l ogy are he lpful t o export in g but an o rientation towards the 

produc t is no t he lp ful . 

Thus , it c0 n be seen tha t the dominant o ri entations of th ese expo r ting 

firms were t o1vards t eclmo l ogv a nd product strategics but not towards a 

ma rk e t o r ien t at ion . This i s import<1nt as i1 lack o[ mnrkct grow th co uld 

prevent growth and organisa tiona l evolution. 

Comparison of the Technology 

The t ec hnology of expo rting firms in compa ri son t o other Ne\,• :Scnland 

firms was found t o be more ad vanced in 1978 tha n in 1974 ; th e majority 

of firms (52 . 2 per cent) considered their t echno l ogy t o be mo r e advanced 

tha n other domest i c firms . On the i nt e rna ti onal scene , New Zealand 

exporters also conside r tha t their technology has improved; however, the 

ma jority of firms (61 . 4 per cent) perceive thei r t ec hno l ogy t o be only 

comparable with that of other overseas fi rms . These results a r e s hown i.n 

Table 4 . 13 . 

Invo lvement i n exporting has enabled firms to gain a wider knowl e dge 

of production in overseas countries which may have led to improvement in 

their own product quality and design. The competitiveness of New Zealand 

expor t ers has been proven , over time , by the rising export performance 

and export sales growth . 



TABLE 4 . 11. 

FACTORS OF IMPORTA~CE TO EXPORTERS 

Variables 
Small Firms l Large Firms Total 

Score2 Rank Score Rank Sc or e Rank 

Selling price 102 l 155 1 257 1 
~-

Terms of sale 75 4 111 5 196 4 

Pack.aging 72 6 106 6 17 8 6 

Advertising 52 8 74 10 126 9= 

Sales Promotion 73 5 84 9 157 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 1 l 

Product Assortment 39 9 87 8 126 9= 

Product Features 91 ·1 126 2 217 2 .J 

Source: Survey Data, 1979. 

1 The base year for si ze was 1978 . 
2 

Weighted score: those variabl es r a nk ed on~ . t~o , tl1rce o r four according t o importa nce were weigh t ed by 
values six, four, two and one r espectively . 

VI 
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TABLE 4. 12 . 

ADVi\NTi\CES OF TllE EXPORTfN(; FT l{MS 

Adv<l n t ag e s 

Technolo gy 

Efficient production 

Unique Product 

Efficient marketin g 

Proximi t y to market 

Sma 11 Fi_ r rns 
No . (R.:ink) 

9 (3) 

13 ( 2) 

15 (1) 

4 ( 4) 

2 (5) 

Source : Survey Data, 1979. 

TABLE 4 .1 3 . 

------------

La r gc Firms 
No . (Rank) 

19 (2 ) 

2 2 (1) 

9 ( 4) 

1 1 ( 3 ) 

3 (5) 

To ta L 
~~o . ( Ra n k) 

28 (2) 

35 (l) 

24 (3) 

J 5 ( 4) 

5 (5) 

COMPARlS ON OF TECHNOLOG IES IN OVERSE:\S A.\JD :\ . Z . FlR~'.S , 197!.-1978 

Stale of f irms ' tec lrn o l o~y in 
rc'l al ion to ove r sc::is [ i rms . 

More advanced 

Comparable 

Less adv::inced 

State of firms' technology in 
relation to other N. Z. firms. 

More advanced 

Comparable 

Less advanced 

Source : Survey Dat a , 1979. 

197 !.; 1 97 s 
( pe rccnta PL':->) 

13 . :: 

55 . J 

31. 5 

1974 

22 . 7 

6 1. 4 

15 . 9 

1978 
(p e r cen ta ge s) 

42.5 

55 . 0 

2 . 5 

5 2 . 2 

47 . 8 
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Form of Exporting 

Table 4. 14 . shows the order of imp ortance of th e vnrious forms of 

exportin g practised. Most expo rt s are in the form of convent ional 

tr ading with co nsignme nt s be ing sent fr om mnnufncturers to 11gents , 

distributors, retail e rs a nd end users. Agents and/o r distributors 

were us ed by 38.5 per cent of th e firms surveyed ; th e ln r gcr f inns 

committing mo re of their expo rt sa l es to agents/distributors th .:rn sma ll 

firms. ~bst fi rms make a real a tt emp t t o appo int an effective agen t 

abroad, but it is difficult for firms t o assess th e ir effic iency. Small 

firms , especially, ha v e difficult y in ob t a ining agen ts for marke ts and 

making contact with fo reign buyer s . Those firms which used local 

distributors a nd agents left most of the ad vertising up t o th em . Mos t 

firms did not restri c t themselves t o one form of se lling . Usually, 

several forms of exporting we re used and these var i ed according to th e 

type of product made and the market t o whlch the products were so l d . 

The use of expo rt agent s appenrs to hnve bcPn only a rerent 

phenomenon as shown in Table 4 . 15. Beforc 1970, o nly 5 expor t ag1.2nts 

n round Lhe world were ust>d ; by 1979 thLs numlwr had incrL'nscd to 28 . 

The majo rity of ngL'IHS employed ;ire lo cnll'cl in LhL' PnC'ifjc B:1sin nrl':l . 

Rl'LlLL'J l o lhL' ll!:'l' uf OVl'r~;l'ilS d)~l'lltS , i s Lhl' llll!nlll'r : inti typv of 

pe r sonnel which <i rL~ directly involved in t>xpoi·ting :ic LL vity withLn Lhc 

firm . Since 1974 , on l y 10 firms have li :iJ any ch;rngc in v~:port 

personnel-usu<illy, this invo l ved the appo jntmL'nt o f :rn l'Xpor L m;in:1gcr. 

Capital Assets 

An examination of a firm' s capital assets in land, buildings , plan t, 

machin e ry and equipment provides a n indica tion of it s abili t y to g r ow 

and produce in the future . A low leve l of investment may s how that a 

firm is not usin g the mos t modern machinery and equipment which will 

enable it t o produce competitively in New Zealand or on ove rseas ma rkets . 

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 r esou rc es 

to this end . 

An annual average of 22 . 1 per cent of the expo rting firms und e rt ook 

building expansions in the period 1974-1978; this fig ur e was lower for 
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Form of Export i ng 

Dis tr ibutors/agents 

Retailers/end users 

Intracompany trade 

Tender or con tract 

Expor t houses 

Total 

TABLE 4. 14. 

FORM OF EXPORTI NG , 1979 

Small 
No . (% of small) 

10( 32 . 3) 

11(35.5) 

5(16 .1 ) 

5(16 . 1) 

31(100 .0) 

Large 
No . ( 7 of large) 

20(4:2 . 6) 

11 (23 . 4) 

4(8 . 5) 

9(19 . 1) 

3( 6 . 4) 

4 7 (100. 0) 

Total 
No . (% of total) 

'30(') 8 . '.i ) 

9(11.5) 

14(18 . 0) 

3(3.8) 

78~100 . 0) 

Source : Surv ey Da ta, 1979. 

Some firms used several forms of expor ling , hence Total was larger than 
the numlwr of f i.r111s \.J h!ch co u1d bo an<11y s ed l'ffcc ri vv1v. ( i . i .. th v 
effective use r.:itL') . 

Year agent was employed 

Before 1970 

1971-1975 

1976-1979 

TABLE 4 . 15. 

USE OF EXPORT AGENTS 

- --------- -----·--- ------·-- -- -· - ·---- -

Number of firms by Market Areal 
1 2 3 Total 

5 5 

5 

20 

6 

7 

12 

28 

Source : Survey Data, 1979. 

1 ~~rket area is subdivided by proximity and access : l is Australia , 
Pacific Islands and South East Asia; 2 is North America, United Kingdom 
and the E.E.C . and 3 is Gulf States and Africa. 
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TABLE 4 . 16. 

FIRMS UNDERTAK ING BUILDIN G EXPANSIONS , 1974-1978 

Ye.:i r Small Firms Lar ge Firms To till 
Number %1 Number %2 Numbe r % 

1974 2 9 . 5 6 22 . 2 8 16 . 7 

1975 2 9 . 5 5 18 . 5 7 14 . 6 

1976 6 28 . 6 7 25 . 9 1 3 2 7 . 1 

1977 4 19.0 10 37.0 lLi 29.2 

1978 6 28 . 6 5 18.5 11 22 . 9 

Source : Survey Data, 1979. 

1 
Percentage of the 21 small f inns answering this question . 

2 
Percentage of the 27 large firms answering thi s quest ion . 

TABLE 4 . 1 7 . 

FlRHS UNDERTAKING MACHINERY EXP ANS TONS , 19 74 -1 978 

--------· 

Ye.:ir 
Sma1 l Firms Ln r gc· Fi rm~; Tot;il 

Numbe r %1 Number %2 Number % 

1974 4 19 . 0 13 4 8 . l 17 35 . 4 

1975 6 28 . 6 15 5 5 . fi 21 43 . 8 

1976 6 28 . 6 14 51. 9 20 41. 7 

1977 9 42.9 18 66 . 7 27 56.3 

1978 10 47.6 18 66.7 28 58.3 

Source : Survey Data, 1979. 

1 
f h 21 f Percentage o t e small irms answering this question. 

2 
Percentage of the 27 large firms answering this question. 



small firms . Similarly, 47 . 1 pe r cent of the firms on average a nnu a lly 

undertook machinery expansions and again this figure was lowe r fo r smal l 

firms. Also, building and machinery expansions were not in general tied 
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to expor t production. These findings are similar to those of Sloa n (1977), 

who also fo und that bui lding expansions were not related to expor tin g 

act ivi ty . 

It is not unnatural that such a rel uctance i s most marked in small 

firms. Initial ou tlays, in parti cu lar, on huilding up the infrastructure 

for export trad e represent a fixed investment , often with high risk Lictors . 

Difficu~f Ma rk e t Access 

Firms were asked to assess the dcgr('e of difficulty Llwt mnrkct n r eas 

within New Zealand a nd overseas presented to fJrms . 

In assessing the rv}ativc difficulty of milrket ~;ub:irL•as within 

New Zcal<rnd, iL was found that the cll'grcc of diff i c ult y inrn•;1sC'd \_ii.th 

distance from the Centr;il North TsLrnd \.Jlwre tlil' firm~; ;1n· 1oc:ltl'rl (TnhJe 

4.1 8 . ). However , it is surprising to note that small fin:1s fuund sc:lJing 

to Dunedin more diffic u1t than exporting to i\ustrnlL1. 

When looking at the varying degree of difficulty the vnrious overseas 

markets present to New Zealand firms, one fi nds that three cl usters of 

markets eme r ged . The mos t difficult mark<? ts to export to were those which 

presented both physical and cul tural barriers - South America , India , i\(rica, 

Eas t ern Eu r ope and the Gulf States . The next cluster o( ma rkets which 

presented moderate difficulty were those \-'hich presented e ither barriers of 

physical proximity or cult u ral diversity - the Uni t ed Kingdom aml E. E. C. 

count r ies and South Eas t Asia and Japan . The c luster of count r ies which 

present the least amo unt of difficulty are those which are physically close 

- Australia, the Pacific Islands and North America. (Table 4.19.) . The 

degree of difficulty e nco unt ered in the world market areas varies little 

between large and small firms . 

~~rke t and Product Expansion Strategies 

The expansion of the markets for expor ts has been regarded as an 

important nationa l objective. The r eal 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 penetrat ion 

of existing markets, the expansion and dev e lo pment of new products and the 

development of new markets . 
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TABLE 4.1 8 . 

DI FFI CUL TY ENCOUNTERED IN NEW ZEALAND ' S MARKET AREAS 

Degree of Difficulty Ranked for Firms 

New Zea land Market Areas Small Firms Large Firms To t a l 

Northern Nor th Auckland 5 4 4 

Auckland 6 =~ 5 6 

Southern North Isla nd 8 7= 7 

Wellington 6= 7= 8 

Chris t church 4 6 5 

Dunedin 2 3 3 

Expor tin g to Australia 3 2 2 

Expor ting elsewhere 1 

Source : Surv ey Data, 1979. 

TABLE4 . 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 

Austra lia 12 11 12 

North America 9 10 10 

Eas t e rn Eu rope 2= 4 4 

South America 2= l= 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 l = 3 

Source: Survey Data, 1979 . 
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Table 4 . 20 . shows that th e majority oi exporting flnns have expanded 

their operations to one or more ndditional overseas markets. A fairly ] arge 

proportion of exporters (28.4 per cent) still bas e all their exporting 

acLivlty on only one overseas m.:irkct. The pattern of market expansjon is 

similar for both small and large firms. It is interesting to find t hat 

97.0 per cent of the market expansions wer e made since 1960 a nd of these 

84 . 8 per cent were made since 1970. Market expa nsion is thu s a recent 

tactic or strategy of expo rting firms . 

Product extension presents a different picture. The majority of 

firms (52 . 1 per cent) export only one produc t and very few firms export 

more than two products (7 .2 per cent). There is little difference between 

the product extension strategies of smal1 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 CONTRIBUTTON OF PERIPHERAL URBA!'l' ECONOMIES 

Table 4 . 24. summ;_irises the gl'ographi ca l extent of l':q1orting firms ' 

operations according to thvir urban locntion. The l oca tions studiccJ a]l 

bL:long to the per lphL·ry u f t lie Ne\,• Zealand sp~lCl' L'L:unomy , \\'i Lh tli l! 

Auckland are;i tormin~ thv L·nrt· . 

The export con tribution of each o f these urban economics has inc r cnSL'd 

noticeably over the period 1974-1978, with Napier showing the grea t es t 

increase and Wanganui showing the smallest . The exporting fi nns of 

Hastin gs , however, have the hi ghest expo rt contri bution - this ca n 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 llcron (1976) also found 

similar trends appearing in his study of the area . 

The conclusions and implications of the findings in this chapter 
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will be discussed in Chapter 5. 



Type of Expansion 

No expansion 

Expansion to one 
additional market 

Expansion to several 
additional markets 

TABLE 4.20 . 

MARKET EXPANSION STRATEGIES 

Percentage of 
Small Firms 

29 . 2 

45 . 8 

25 . 0 

Percenta ge of 
Large Firms 

27.6 

41. 4 

31. 0 

Percentage of 
Total 

28 . 4 

43.6 

28 . 0 

·----·------------ - - ~ - . - --·- - - - - - - -- - - --- -

100.0 100.0 
--------------

Source : Survey Data, 1979. 

TARLE 4 . 2 1. 

TIMING OF !'IARKET EXPM!SIO:\S 

Time 

Before 1960 

1960-1969 

1970-1979 

Percentage of 
Small Firms 

To Expand 

0 

6 . 7 

93.3 

100 . 0 

Source : Survey Data, 1979 . 

Percentage of 
Large Firms 

To Expand 

5 . 9 

17 . 6 

76 . 5 

100 . 0 

100 . 0 

Tot<::l 
Expansion 

J.O 

12 . 2 

84.8 

100.0 
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Type of Expansion 

To make no 
product extension 

To extend one 
additional product 

To extend several 
additional products 

TABLE 4 . 22 . 

PRODUCT EX~ANSION STRATEGIES 

Percentage of 
Small Firms 

60 . 9 

34 . 8 

4 . 3 

100.0 

Percentage of 
Large Firms 

43 . 3 

46 . 6 

10 . 1 

100.0 

Source : Survey Data, 197 9 . 

Time 

TABLE 4 . 23 . 

TIMING OF PRODUCT EXPANS TO~S 

Percentage of 
Small Finns 

To Expand 

Percentage of 
J_arge Firms 

To Expand 

Percentage of 
Total 

52 . 1 

40 . 7 

7 . 2 

100 . 0 

Total 
Expansion 

------·--- ---- -

Before 1960 

1960-1969 

1970-1979 

Source : Survey Data, 1979 . 

12.S 

0 

87 . S 

100.0 

lJ. 3 

0 

86 . 7 

12 . 9 

0 

8 7 . 1 

~---·~------~------~ 

100 . 0 100.0 
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TABLE 4 . 24. 

SUMMARY ORIGIN AND DESTINATIO:\ OF TRADE FLOWS, 1974-1978 (percentages) 

Palmerston North Napier Hastings Wanganui 
1974 1978 1974 19 78 1974 1978 1974 1978 

Purchases 

Local Area 1 7 . l 17.4 5.7 19 . 6 4 1. 5 40 .6 33.3 34.5 

Interregional 51. 2 42 . 8 38 . 9 37 . 9 24 .5 27.3 34 . 2 31. 0 

Imports 31. 7 39 . 8 55 . 4 42 . 5 34 . 0 32 . 1 32 . 5 34 . 5 

Total Purchases 100.0 100 . 0 100 .0 100.0 100.0 100.0 100.0 100.0 

Sales --
Local Area 22. 3 22. !1 !..O . 7 J 9 . 7 18 . l 12.0 15 . l 14 . 1 

Interregional 71. 6 61. 0 ·- 7 Q ) _. , 58 . 9 63 . 3 59.9 77 . 0 74.7 

Exports 6. 1 16 . 6 6 . 4 21. 4 18 . 6 28 . 1 7 . 9 11. 2 

Total Sales 100.0 100 . 0 100 .0 100 . 0 100 . 0 100.0 100.0 100 . 0 

Source: Survey Data, 1979. 

Levin 
1974 1978 

13 . 8 18 .6 

53 . 7 43.2 

32.5 38.2 

100. 0 100.0 

3 . 3 5 . 2 

90 . 2 75.0 

6.5 19 . 8 

100 . 0 100.0 

0\ 
--.J 
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CHAPTER 5 

SUMMARY OF FINDINGS AND CONCLUSIONS 

RATE AND NATURE OF EXPORT LINKAGE DEVELOPMENT 

There has been so me d eve l opmen t of the expor t linkage but , even so , 

exporting st ill represents a minor portion of the sales linkages of export e rs . 

Bo th sma ll a nd la r ge firms have expe ri e nced expo rt linkage development, but 

the linkage i s mo r e s trongly develop ed within the small firms than in the 

la r ge f i nns . The i nc r easing proportion of export sales has accompanil!d o 

decl ine in the sa l es t o th e l oca l market and an uncha ngi ng propo r tion of sa les 

to r eg io na l markets. 

This sugges t s that firms ha v e developed from being local tra der s t o 

be ing int e rnationa l trad er s , thus omitting t he middle s t age of th e operational 

space - the re g ional tr a der . The analysis a l so shows the increas in g contrib

ution exporting has mad e to the pe riphera l urban economies and the importan t 

pa rt that firms lo ca t ed in the se a r eas ha v e to play in th e t otal export scene . 

THE EX-PORTING FI RM 

Al Lho ugh expor ti ng is a r ece nt phenomenon , Lite m;1jori ly of t he firms 

~1lr eaJ y l'.X hibit a hi ghl y de ve l oped f o r m of cxport i ng bck1viour . Th e intrndu c tion 

tu expor Ling has mainly occur red after the introduc t ion of expor t incent ives 

- export incc:n t i ves were r ;inked as th e rnos L impo r tont fac t or t o mo tivate entry 

into exporting . Firms perceived ma ny obs t acles to export Ln g . This may have 

been p~rtly due t o th e impo rt ance attributed to produc L-r c1aLcd variables which 

firms considered important . Eorli er s t udies hav e emphas i sed rath e r t hat 

t echnology a nd markc>t orienta tions are he l pful to exportint; but no t product 

orient a tion . (Le He ron, 1978 ). 

Exporting f irms did, however, t end to follow a ma rk e t expansion stra t egy 

r a ther than a product-related strategy . Furthermore, the analysis found tha t 

these New Zealand exporters found their level of technology to be more advanced 

than tha t of other New Zealand manufacturers, but they also perceived the ir 

t echno logy 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 



within New Zealand and also overseas. Generally, the greater the distance 

the more difficulty is perceived in selling in thes e markets. Cultural 

diversity also presented a barrier to exporti ng activjty . 

69 

These findings t e nd to suggest that gove rnment export in centives have 

stimulated firms to begin and expand exporting and have provided a bridge 

over certain barriers which must be crossed if expor ting develops natura lly. 

This has perhaps resulted in a breakdown in the spatial learning process 

leading to uncertainty about inves tment in capital asse ts 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 expo rtin g is a marginal ac tivi ty for 

many firms . The initial export efforts have been difficult development 

tasks during the period in which experi ence of ove rs eas ma rke ts has been 

built up. 

' Exporting manuL1ctured goo ds in New 7.ealand thu s pres('nts a 
picture of <l lar ge nu111ber of small - and mcdium-siz<.;d firms 
s tru gg ling t o jncrcase Lhcir Lotal sales beyond the.• confi ne s 
o f :1 Lirge]y satur;1Led hnmc m;1rkl't. f.~:pnrtin;~ !or thv:·H' firms 
is seen as a use[ul adjunct to domestic sales, particularly 
~:ith tlw possihili.tics offcrl'cl hy m;1 r g i11 :11 l'<l~:ting :ind thl' 
taxation incentives '. 

(h'illis, 1973, 174) 

This does not imply that exporters a re unable to become successful 

expor ters - 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 sta ges of expansion of th e 

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 en try into expo rting 

than smal l firms . The obs tacl es to exporting of small firms tend to be 

related to the amount of capital and time which can be invesled into expo rt

related matters . Small firms also do not undertake as many capital expansions 

as l arge firms. Thes e l a tter features are a refl ec tion of th e small size . 

Lar ge firms have more r eso urces t o invest in expo rtin g .:ind th e initial 

thr es hold to entry is not as grea t as it is for small firms . A large amount 

of time and money ha s to be spent in re sea rch ing the oversc;is markets zmd 

setting up the necessa ry infrastructure for distributing and selling a 

product overseas . 

Export incentives initially favour th e large exporter as they cannot he 

claimed until exporting activity has been c.::irricd out for ;J certain pe riod 

of time. 

Thus at the level of the individual manufacturing firm, the results con

cerning the r e lationship 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 g rea t as that for l~rge firms . 

' ~bst firms start small . .. of tho se which survive , o nly a 
r e latively small per cent expand and develop their 
operations . .. a Cl'rtain per cent deVL']op an export qua! ity 
of product and gro w. A certain per cent of the large 
industrial firms establish branches in different locations, 
a cert;:iin pe r cent of these branc hes dl'velop n ew product 
lines . And so the evolutionary process continues ' . 

(Bilkey, 1970, 45) 

IMPLICATIONS FOR POLIC..'Y-MJ\.KERS 

The stages theory of firm gr owt h 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 thi s sector ha s potcnUal for gro wing even 

more und e r the new round of export incentives . 
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APPENDICES 

APPENDIX A 

QUESTIONNAIRE GUIDELINE FOR INTERVIEWING 

FI RMS ENGAGED IN EXPORTING ACTl VI TY 

1 . Details of the firm : 

fj_rm Name Location 

Status of the Firm Ownership -------
Year founded 

Number of staff employed 

Has the firm been relocat ed? YES/NO 

Total Sales ($) for 1978 

Export Sales ($) for 1978 

2. Sequence of the firm's exporting activity: 

When did you first begin expor tin g? 

\~h;H was the first product you exported? 

Where did you export it? 

When? 

\.Jas this first export order so liciLccl or un sol ic it<·d? 

Have you since exported thi s product to other overseas markets? 
(If ~es , when and where?) 

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

3 . Process by which the first export order cnmc about : 

(If unsolicited) How were you contacted by the buyer? 

(If solicited) How did you obtain your firs t order? 

4 . Why did you export that first order? (i.e . what motivations?) 
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5 . What method of exporting do you use? (i.e. own sales force, expor t agents, 
import distributor, licensing, subsidiary) . 

6. What use does your firm make of: 

brand name 

packaging 

advertising and promotional activities 

overseas visits 

trade fairs 

7 . What type of transport distribution system does your finn use to export 
your product overseas? 



8 . What are the benefits of exporting to your firm? 

9. What obs tacles does your f irm encounter when exporting? 

10. Has your firm expanded in any way since commencing ex porting? 
floorspace, numb er employed , new plant , new premises, other). 
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(e. g . 



APPENDIX B 

M A S S E Y U N I V E R S I T Y 

DEPARTMENT OF GEOGRAPHY 

SURVEY OF MANUFACTURERS 

Company Name and Address : 

--------- -------

1. Please indicate : 

Exports as a percentage of firm sales 

Employment (total number) 

2 . Please indicate your firm ' s stage in expor ting : 
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1974 1978 

% % 

Tick One Stage Only 

3. 

1. Unwilling to fill any export order .. .. ...... ....... .. . ..... . 
2. Willing to fill unsolicited order , but not prepa red to 

exp l ore feasibility of exporting . .. .. . .......... ...... ..... . 
3 . Willing to fill unsolicited order , and pr epa red to explore 

feasib ility of expor tin g . ....... ... . ..... .............. . . .. . 
4 . Export in g on an cxpcrimcnt;1l basif> to one cl1unlry .. .. .. . .. . . 
5 . Exporting to one country and a djusting levels to exchange 

) 

) 
) 

rates, etc . ... .... .. ... ......... . .......... . . .... . ...... . . .. ( ) 
6 . Expor ting fc;1sibiJlty of exporting to iH!dltiunn J countr.i cs .. ( ) 
7 . Expo rting t o several countries and adjusting levels to 

exc hnnge rates e t c .. . .... .... .......... .......... .. . ....... . 
8 . Operating a subsidiary for distribution ... . ..... . .. . .. ..... . 
9 . Opera ting a subsidinry for rn<:rnufac t11re . .. .. . . . ............. . 
10. Other (please specify) . . .......... ... ... . ... .. .. .... .. .. . .. . 

Please indicate which 3 of the following goals are the most 
important guides to company action: 

Rank 3 Only 
(Number 1,2 and 3) 

1. Sales volume .. ...... ... .. .......... .. ..... .. ......... .... . . 
2. % growth in sales .......... ..... : . ... .. . . ......... ..... ... . 
3. Absolute level of profits . ....... ............ ......... .... . 
4 . % growth in profits ....................................... . 
5. Profit ma rgin on sales ....... . .... ... .. ... . .. . . .... ....... . 
6 . Return on investment funds ... • .... .. .. .. ...... ..• ... ....... 
7. Product diversification into related areas . . ... ... .. ...... . 
8. Geographic expansion of product sales .............. .. .. ... . 
9 . Product diversification into nonrelated areas ............•. 
10 . Improved market share for products ........................ . 
11 . Other .••........... . . . ............. . ......... . ....... .... .. 

( 
( 
( 
( 
( 
( 
( 
( 
( 
( 
( 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
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4. Please rate each of the following market areas according to the d eg ree of 
difficulty they presen t to your company. (Circle the appropriate number 
for each .cirea) : 

Marke t Areas 

1. Northern North Island l 

2 . Auckland 

3 . Southern North Island 

4. Wellington l 

5. Christchurch 

6 . Dunedin 

7 . Exporting to Australia 

8 . Exporting elsewhere in the \-!orld l 

Degree of Difficulty 
Mini_mal 

2 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

4 

4 

4 

4 

4 

4 

4 

4 

Extreme 

5 

5 

5 

5 

5 

5 

5 

5 

6 

6 

6 

6 

6 

6 

6 

6 

7 

7 

7 

7 

7 

7 

7 

7 

5 . Please rat e each of the following worl d m;1rke> t ;ircns in terms of thv 
difficulty they present to you r company . (Circle the appropriotc number 
for each area): 

World ~Lirket Are.:is 

1. Pocific Islands 

2. Australia 

3. North America 

4 . Eastern Europe 

5 . South America 

6 . J apa n 

7 . Indi.'.l. 

8 . South Ea st Asia 

9 . United Kingdom 

10. E. E.C. Countries (excluding U. K.) 

11. Gulf S t ates 

12 . Africn 

l 

1 

l 

1 

1 

Degree o[ Difficulll_ 
Minimal Ex tr eme 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 . Please rank in order of importance the 3 most important r easons for 
entry of your factory into the export field : 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

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

1 . Market saturation of factory ' s products . .......... . . 
2. Excess capacity of factory .. . . .. . .. .......... .. ... . . 
3. Internal transport costs affecting market areas .... . 
4 . Company approached by overseas firm ................ . 
5. Company research into export potential ............. . 
6 . Company representatives visited overseas ..... ...... . 
7. Export incentives ... • ........ .. ..................... 
8 . NAFTA opportunities . ....... . ............. .. ........ . 
9. Regional development incentives .. . ............. .... . 
10. Other (please specify) .......................... . .. . 

( 
( 
( 
( 
( 
( 
( 
( 
( 

( 

) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
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7 . Please indicate whi c h of the fo llow l.n g a dv a ntages help your com pa ny 
compete successfully : 

1 . Technology .................... ... ..... .. . ...... . .. .. .. .. ( ) 
2. Efficient production methods ........ . .... ... ............ ( ) 
3 . Unique product ... . ....... ..... . ........... . . ... . ........ ( ) 
4 . Efficient ma rke t ing t ec hniqu es ........ . ...... ........... ( ) 
5 . Proximi ty to market ...... . ........... ... ..... .. ....... .. ( ) 
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8 . Pleas e indica t e how t he manu[act ur.ing_~yc lmoloc;._L of xour Ltctorl'._ compares 
wi th ove r seas a nd other New Zf>aLind L1ctories producin g broadly sim ilar 
produc ts (Chec k for eac h year) : 

FL1_c t o ry' s t echnology was Overseas fac t or i es Ot l1er N. Z . f;1clories 
·----- ----------------

197L1 19 78 

mo r e a dv a n ced than 

compa rable t o 

less advanced tha n 

) 

) 

9 . Please indicat e building ex p a nsions in 
connec tion to ~~12or t _e_ro~c tion_: 

Appr ox im_<:i te $ v a lue~~ 

1974 

1975 

197 6 

1977 

197 8 

) 

) 

) 

the past 

Use for ----· 
wholly 

) 

) 

19711 1978 

( ( 

I 
\ 

) ( 

5 years and their 

ex po r t ___ .E rod u c tis'..~ 
partly not 

( 

) 

us ed 

) 

) 

) 

) 

) 

10. Please indic a t c m;1c hin e rv expend i tur~-~ in Lh c past 5 yen rs and their 
connection to expo rt produ c tion : 

1974 

1975 

1976 

1977 

1978 

Approxima t e $ v a lu e onl~ Us e fo r 
wholly 

( 

( 

) 

) 

) 

) 

11. Please estimate the origins and destinations of 
and outputs: (rough percentages sufficient) . 

Purchases 1974 1978 Sales 1974 1978 

Local area % % Local area % % 

Outside region % % Outside region % % 

Imported % % Exported % % 
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12 . What form of export ing does your firm follow? (please tick ): 

1. To distributors/agents ........ . ................ ( ) 
2 . To retailers und end-users ............... . .... . ( ) 
3 . Intra-company trade . ............... . ..... .... .. ( ) 
4 . ily t ender or contract ..... ....... .. . . . . ........ ( ) 
5 . Throug h export hous es . . ... .... .. ......... .. . . .. ( 

If you export throu gh agents, please give the year the agent was 
appointed for eac h market : 

Mo.rkct. 

1. 

2 . 

3 . 

13. If a t present your firm i s regularly exporting, please indicate which 
difficultie s your company is e ncountering in the cou r se of exporting. 
(check where applicable) : 

1 . Assessing export profitability .............. . .. ( ) 
2 . Designing new prod uc ts for expor t .... ..... .. ... ( ) 
3 . Modifying existing products for expo r t .. ...... . ( ) 
4 . Pre pa ring sampl cs . . . .............. . ............ ( ) 
S. Scheduling to meet export delivery dates .. . .... ( ) 
6 . lbndling export documentation .............. .... ( ) 
7 . Handling pnyments f rom ove r seas ...... . . . .. ... . . ( ) 
8 . Obtaining gene ral export insurance .. ... . .. ..... ( ) 
9 . Obt;1ining credit risk :lnsurance ........ ........ ( ) 
10. Or ganising shi.pping ... .. . ......... . .. .. . ...... . ( ) 
11. Fi nding agents for markctlng .... . ... . ..... .. ... ( ) 
12 . Mnking contact w:ith forei.gn buyers .. ..... ...... ( ) 
13 . Selling overseas ........... . . .. ..... .. .... . .. .. ( ) 
1!1. Fin;:rncing export sa] c•s •••..••••• • •.•• . •• . ••.•.. ( ) 
15 . Estimn tin g overseas credit risks ............... ( ) 
16 . Adv e r tis ing overseas .... ............. ..... . .. . . ( ) 
17 . Other (pleas e specify) ... ... ....... . ... . .... . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ( 

14. Show fo r following variables the importance they have, in relation to 
exporting : 
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(1 = very impo rtant ; 2 = important; 3 = of minor importance; 4 unimportant) 

1 . Selling Price .............. . .... . ... .... ... . . .. ( ) 
2 . Terms of Sale ....... . . .. . .... . . ..... .. . ........ ( ) 
3. Packaging ...................................... ( ) 
4 . Adv er tis i n g . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ( ) 
5. Sales Promo tion ....... ........... .... .... ..... . ( ) 
6. Direct Personal Selling .. .. . ...• . .. . ........... ( ) 
7 . Indirect Personal Selling .................... .. ( ) 
8 . Direct Distr ibution ............................ ( ) 
9 . Indirect Distribution . ..... . .. ... . .. ... ..... ... ( ) 
10 . Product Assortment ............................. ( ) 
11. Product Features • ... .•... ... •.... . .. .. . . .. ..... ( ) 
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s 

15. Has there been a ny change of the top management personnel who are 
involved so l ely in expo rt ing activity , since 1974? (please state) . 

******************************************************************************* 
If your firm is NOT at present exporting , please .'.111S\.Jer questions 16-l8: 

16 . When did your firm cease exporting? -·--------------------

17 . Pl ease t ick the most important factor(s) which caused you r firm to 
cease exporting : 

1. Lack of export orders ................ . .. .. .. ...... ... ... ....... ( 
2 . Lack of export experience (Documentation , communications, 

currency and c redit problems) .. .... ........ .... ..... . ....... . ( ) 
3 . Insufficient production capacity ..... .. .................. . ..... ( ) 
4 . Company restrictions on exports ................................ ( ) 
S . Liquidity problems .... .. ..... . .................. ............ ... ( ) 
6 . Domestic marke t demand ...... .. . . ............... . . .. .. . ...... . .. ( ) 
7 . Transport problems .................... . ........................ ( ) 
8 . Labour problems .... . ......... . ........................... . . .... ( ) 
9. Key personnel leaving (please specify) 

........... .. ...................... .. .. . . ... .... . .............. ( ) 
10 . Other internal influences (please specify) 

............... . ......... . ......... . ...... .. ........ .. . ..... ... ( ) 
11 . Other external influences (please specify) 

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

18 . Would your firm conside r exporting in the future? 

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

Thank you for your assistance . 

Please return the questionnair e to;-

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



79 

Massey University 

PALMER.STUN NOltTl I, NEW ZEALAND TELEPHONES. 69-099. 69-0li'J. 

Depa rtment of Geog r a phy In rrpi y plr .1'.- qu o te : 

Dear Sir, 

I recently had a n in t erview with you on the subject of your 
ftrm ' s e xporting activities . ln order to further this study , 
I enclose a ques tionnaire to seek n<lditionaJ information . A 
I commented pr:lor to commencing the intcr -.1il:w, all .information 
supplied wJ1 1 he treated ns stri~: ... (!_..v_~~:_CJ_dl·nt__:~~ . 

Both the interview and the questionnaire are providing the 
basis for my ~bstera t e Thesis and , at the same time , add 
prac tical information to the knowledge of expor ting firms . 

Hence , I would b e pleased if you could assis t me by comp leting 
and returning this q ues t ionnaire a t you r earlies t co nv en ience . 

Yours fai th fully, 

Ngai re M. Addis 
Masterate Student. 

Encl: 
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